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,I. R,e<;lucE;l the ~tate'~ legaUiaQility-inGludes projects to. Gorrect life 
threafenifig securitytc6cte deficiencies and to meetconftactuai obli- .
gations. 

2. Maintain the current level of service-includes projects which if not 
undertaken will lead to reductions in revenue and/or services. 

3. Improve state programs by eliminating program deficiencies. ' 
4. Increase the level of service provided by state programs. 
5. Increase the cost efficiency of state operations-includes energy con

servation projects and projects to replace lease space which have a 
payback period of less than five y~ars. 

6.' Increase the cost efficiency of state operations-includes energy con
servation projects and projects to replace lease space which have a 
payback period of greater than five years. 

7. Other projects-includes noncritical but desirable projects which fit 
none of the other categories, such as projects to improve buildings t. 0 
meet current code requirements (other than those addressing life
threatening conditions) , utility / site development improvements and 
general impro.vementof physical facilities. _. :. . " 

Individual projects have been assigned to categories based on the intent 
and scope of each project. These assignments do not reflect the priority 
that individual projects should be given by the Legislature. 

The Youth Authority minor projects ($289,000) fall under category sev
en. 

DEPARTMENT OF EDUCATION 

Item 6100 from the General 
Fund and various funds Budget p. E 1 

Requested 19~ ...................................................................•..... $7,809,652,000 
ES.timated 1982-83 ............................................................................ 7,669,743,000 
Actual .. 1981~2 .......................•.............•..... , ................. : .................... ,.~ 7,4003756,000 

Requested' increase' (exCluding amoUnt ... . 
for salary increases) $136,909,000 (+1.8 percent) 

Total recommended reduction .................................................... $68,629,664 
Recommendation pending .................................................•.......... $464,149,000 

1983-84 FUNDING BY ITEM AND SOURCE 

Item Description 
61()()'()()I-OOI-Main' support 
61()().()()1-I40-Environmental education ad-

ministration 
6100-001-178-School bus driver instruction 

61()()'()()1-305-Private postsecondary educa-
tion 

6100-OO1-344-School capital outlay 

6100-OO1-68().;....Surplus property agency 

6100-OO1-890--Federal support 

Fund 
General 
Environmental License 
Plate 
Driver Training Penalty 
Assessment 
Private Postsecondary 
Administration 
State School Building 
Lease-Purchase 
SurplUs Property Re-' 
volving 
Federal Trust 

Analysis 
Amount page 

$25,706,000 1439 
101,000 1446 

254,000 1359 

986,000 1447 

495,000 1439 

26,337,000 1404 

(31,297,000) 1439 
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DEPARTMENT OF EDUCATION-Continued 
6100.()()6..00I'---Special· schools Gep.eral 30,547,000 1402 
6100-011-OO1-Libratysupport General 6,845;000 1450 
6100-011-890--Library federal support Federal Trust (1,039,000) 1456 
6100-015-001-Instructional materials ware- General 238,000 1372 

housing and shipping . . 
6100-020-OO1-Vocational e<iucation student General 500,000 1375 

organizations . . . ' 
6100-101-OOi'---Schooi apporiioiUIlents General 5,17.S,300,000 131S 
6100-10l-890--Federal block grant Federal. Trust (34,838;000) 1350 
6100-101 c9~hild nutrition. . State Child Nutrition (26,057,000) 1422 
6100-106-001-County. schools General 65;290,000 1326 
6100-111-OO1-Transportation General 156,024,000 1359 
6100-U4-001-Colirt and. federal man<iate ,General 14O,454,()(iO 1385 

,'reimbursement ' .. 
6100-i3ScS90--Federai ECIA. Chapter I Federal Trust (252,776,000) 1343 
6100-141-S90--Migrant edtica~on. Federal Trust (63,442,000) 1351 
6100-151-OO1-American Indian .Education General 750,000 13S1 

Centers. . " 
6100-156-OO1-AdulteducatioJl . General 147,505,000 1375 
6100-156c890--Fee!eraladult education Federal Trust (9,288,000) 1375 
6100-161-001'---Special education General 691,380,000 1388 
6100~161-S90--Federal spedaleducation Federal Trust (SI,912,000) 139S 
6100'I66-00l-Federl!l Job Training Partner- Federal Trust (~) 1375 

ship Act . , 
6100-166-S90--Vocational educati9n Federal TruSt (53,221,000) 1373 
6100-177 -044-Drivertraining Motor Vehicle Ac- 17,844,000 1356 

count, State Transpor-
tation Fund 

6100-17ScS90--Transition program for re- Federal Trust (7,637,000) 1343 
fugees 

6100-1S1-140-Environmental education Environmental License 399;000 . 1446 
Plate 

6100-196-001-ehild development General 248,546;000 1410 
6100-1~890--Federal chile! development Federal Trust (1,957,000) 1410 
6100-201-OO1-Child Nutrition General 26,057,000 1422 
61OQ-201CS90--Federal child nutrition Federal Trust (296,709,000) 1423 
6100-206-001-Urban Impact Aid General 67,103,000 1337 
6100-211-OO1-Library local assistance General 5,520,000 1450 
6100-211 :.890--Federallocal assistance Federal Trust (5,216,000) 1456 
6100-218-001'---State block grant ' General 425,612,000 1338 
6100-226-OO1~Cost-of-living increase General 543,859,000 1272 

Total $7,806,652,000 
Funding Source 
General 7, 760,236,{)(}{) 
Federal Trust 839,332,{)(}{) 
EnVironmental License Plate 500,{)(}{) 
Driver TriinmgPenalty AssfJSsment 254,0d0 
Private PostseCondary Administration 986,{)(}{) 
State School Building Lease'Purchase 495;{)(}{) 
Surplus Property Revolving 26,337,00(J 
State Child Nutrition 26,057,{)(}{) 
Motor Vehicle Account 17,844,000 
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SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Special Adjustment for Low-Wealth Districts. Recommend 

that the Department of Education report prior to budget 
hearings on how it will allocate $34.7 million to.lbw-wealth 
districts and the need for the additional funds beca1.lsethe 
budget does not provide adequate information on the re
quest to permit legislative review. We further. withhold 
recommendation on this appropriation pending receipt of 
this information. 

2. In-Lieu Revenue Guarantee. Reduce Item 6100-101~001 by 
$2~~OOO. Recommend deletion of $20,000,000· pro~ 
vided in lieu of funds for the 100 percent revenue guaran
tee because the Department of Education has not justified 
the special appropriation. 

3. Single Session Kindergarten. Recommend enactment of 
urgency legislation to repeal the Education Code provi~ 
sions which limit the use of kindergarten teachers. 

4. Physical Education Mandate. Recommend enactment of 
urgency legislation to repeal the Education Cocie proVi
sions which require (1) students to participate in physical 
education programs and (2) districts to provide physical 
education as part of the curriculum because this mandate 
denies districts and students the opportunity to substitute 
academic coursework for P.E. as a means· of increasing 
academic achievement. 

5. San Francisco County Office of Education. Recommend 
enactment of legislation to eliminate state portion of the 
San Francisco County office operations revenue limit and 
"Other Purpose" apportionment, effective 19~; be~ 
cause the services supported by these allocations can pe 
funded by the county's only school disctrict from its own 
revenue limit. 

6. County-Operated Juvenile Hall Programs. Recommend 
adoption of Budget Bill language to allocate inflation allow
ances for juvenile hall programs according to an equaliza
tion mechanism, in order to reduce the unwarranted 
disparity among existing revenue limits and equalize· re
sources for these programs. 

7. Enrollment Growth in Regional Occupational Centers and 
Programs (ROC/Ps). Recommend the Department of 
Finance submit justification for the Rroposed 10 percent 
growth in enrollment for ROC/Ps, and relate this proposal 
to the administration's policy toward growth in adult edu~ 
cation and community college programs. Further recom
mend enactment of legislation to establish a procedure for 
allocating funding deficits caused by excessive growth of· 
ROC/Ps, in order to apply such deficits only to those ROC/ 
Ps that exceed the authorized level of growth. 

8. Targeting ROC/P Training. Reduce Item 6100-101-001 by 
$l~647;OOO· and reduce Item 6100-226-001 by $37~OOO. . 
Recommend adoption of Budget Bill language, and enact
ment of legislation, prohibiting ROC/P enrollment of 
pupils in grades 9 and 10, because high school pupils do not 

Analysis 
page 
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DEPARTMENT OF EDUCATION-Continued 

require the type of job-specific training provided by ROC/ 
Ps until they are within two years of graduation. 

9. ROC/P and Adult Education Course Approval. Recom
mend adoption of supplemental language directing the 
department to develop new course approval criteria, based 
on skill level, wage level, and degree oflabor market short
age, in order to ensure that state-funded employment 
training is effective and responsive to the needs of the 
labor market. 

10. Block Grant Funding for ROC/Ps. Recommend adoption 
of Budget Bill language directing the Department of Edu
cation to establish a pilot program to fund up to five ROC/ 
Ps on a block grant basis, in order to assess the effect of a 
new funding model on the quality of the ROC/P cur
riculum. 

11. Equalization of Regional Occupational Centers and Pro
grams (ROC/Ps) .. Recommend adoption of Budget Bill 
language to allocate inflation allowances for ROC/Ps ac
cording to an equalization mechanism, in order to elimi
nate the unwarranted disparity among existing revenue 
limits and equalize resources for these programs. 

12. ROC/P Administrator-Teacher Ratio. Recommend adop
tion of Budget Bill language applying to ROC/Ps the same 
statutory ceiling on the ratio of administrators to teachers 
that now applies to districts, in order to control administra
tive costs. 

13. Institute for Computer Technology Recommend adop
tion of Budget Bill language to fund the Institute for Com
puter Technology as an exemplary project under the 
Investment in People program, rather than from the 
ROC/P appropriation, because the institute's activities are 
within the scope of the Investment in People program, and 
the institute's role differs from that of ROC/Ps. 

14. Urban Impact Aid. Reduce Item 6100-226-001 by $2,-
013,000. Recommend elimination of cost-of-living adjust
ment because such an adjustment is not jusitifed for a 
program that does not support a specific type of service. 

15. State Educational Block Grant. Recommend provision of 
information, by ~pril1, 1983, by the Department of Educa
tion in order to allow the Legislature to review adequately 
the advantages and disadvantages of the proposed block 
grant. Pending receipt of this information, withhold rec
ommendation on the proposed block grant local assistance 
funding of $425.6 million. , 

16. Economic Impact Aid. Recommend adoption of Budget 
Bill language requiring Economic Impact Aid funds to be 
allocated based on aformula that uses the statewide district 
count of Limited English Proficient pupils, rather than a 
count of Spanish and Asian surnamed and American Indian 
pupils, in order to more effectively target funds. Further 
recommend enactment of legislation to amend the Educa
tion Code to reflect this change in the formula. 

17. Translation of Forms. Recommend adoption of supple-
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mental language requiring the Department of Education 
to provide to school districts a translation of forms which 
the district is required to distribute to non-English speak
ing parents in order to reduce district costs for these tran
slations. 

18. Miller-Unruh Reading Program. Recommend adoption 
of Budget Bill language requiring the department to real
locate Miller-Unruh Reading program funds based on Cali
fornia Assessment Program reading scores and district 
revenue limits, in order to meet legislative intent that 
funds be allocated to districts that have the greatest need 
and the fewest resources. .. 

19. Migrant Education in Los Angeles County. Recommend 
thatthe Department of Education report on (1) why it has 
not implemented a Migrant Education program to serve 
all eligible Los Angeles County pupils, and (2) the level of 
funrung provided for projects intended to identify andre-
cmit eligible pupils. . . 

20. Mini-Corps Stipends. Recommend adoption of supple
mental language directing the Director of Finance to re
view and approve, prior to implementation, the 1983-84 
Mini-Corps service agreement because the current service 
agreement dpes not comply with a legislative directive; 

21. Mini-Corps Campus Coordinators. Recommend adoption 
of supplemental language .directing the Dep~!IDent of Ed
ucation to reduce 16 full-time school year Mllli~Corps cam
pus coordinator positions to eight full-time equivalent 
positions to reflect workload requirements. 

22. Migrant Education External Evaluation. Recommend 
the Department of Education report during budget hear
ings on the. status of the external evaluation. 

23. Driver Training Overbudgeting. Reduce Item G1()(f..171-044 
by $5~OOO • ... Recommend $508,000 reduction in the 
amount budg€:lted for driver training local assistarice be
cause of declining enrollment in the program. 

24. One-Time Funding for Teacher Education and Computer 
(TEC) Centers. Reduce Item G100-218-001 by $24~ 741. 
Recommend deletion of one-time "bonus" funding pro" 
vided to three TEC centers in 1982-83 because these funds 
were intended to cover consolidation costs in the current 
year and are no longer needed. 

25. San Francisco Teacher Education and Computer (TEC) 
Center. Reduce Item G100-218-001 by $154,250; Recom
mend that (1). TEC region 5 (San Francisco) be niergeq. 
with region 8 (Santa Clara) in orderto achieve economies 
of scale and provide for more efficient operations, and (2) 
funding be reduced to reflect these economies. 

26. State· Operations for Staff Development. Reduce Item 
G100-001-001 by $25~OOO. Recommend elimination of 3.0 
positions and related operating expenses for administra
tion of the Investment in· People program, because work
load does not justify these staff and expenditures. 

27. Mathematics, Engineering, Science Achievement (MESA) 
Program. Reduce Item 6440-001-001 by $198,(}()(}; redu(Je 
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DEPARTMENT OF EDUCATION-Continued 
Item 6610-001-001 by $27~OOO; reduce Item 6100-218-001 by 
$88~000; and e$tablish new Item 6100-005-001 in the 
amount of $1,351,000. Recommend consolidation of all 
state support for MESA in the budget for the Department 
of Education, in order to facilitate administration and re
view of the program. 

28. Instructional Materials. Reduce Item 6100-001-001 by $6~- 1371 
000. Recommend adoption of Budget Bill language re
quiring publishers to pay a fee of $100 for each instructional 
materials item adopted by the state, because publishers 
whose textbooks are adopted benefit from the adoption 
process and should therefore help to support it. .. 

29. Work Experience Education. Recommend adoption of 1374 
Budget Bill language prohibiting General Work Experi-
ence Education from counting toward the minimum 
school day required to qualify for state apportionments, 
because this program (1) comes at the expense of, and does 
not contribute to, the pupil's academic preparation and (2) 
generally is not related to the pupil's occupational goals. 

30. Adult Education. Reduce Item 6100-001-001 by $386,000. 1377 
Recommend elimination of General Fund support for state 
operations in adult education because under existing law 
workload for which these fi.mds have been provided in the 
past will terminate on June 30, 1983. 

31. Authorized Courses in Adult Education. Reduce Item 1377 
6100-156-001 by $14,16~000 and reduce Item 6100-226-001 
by $13~000. Recommend adoption of Budget Bill lan-
guage to delete home economics and health and safety 
education from the list of adult education subjects which 
may be state-funded, because most courses in these areas 
are either recreational or can be taken elsewhere. 

32. Adult Education Attendance Reporting. Recommend 1378 
adoption of supplemental language requiring the depart-
ment to collect and report average daily attendance data 
for adult education so as to show ADA in each of the subject 
areas authorized for state funding, in order to facilitate 
legislative review of the adult education program. 

33. AB 1544 Native American Indian Education Programs. 1380 
Reduce Item 6100-218-001 by $318,000 and Item 6100-001-
001 by $78,000. Recommend elimif,lation of the Native 
American Indian Education program and related state op
erations because the compensatory education needs of Na-
tive American pupils can be met through other existing 
state and federal programs. . . 

34. Unfunded Legislation-Chapter 472, Statutes of 1982 (SB 1384 
818) . Recommend Department of Finance explain why 
funds have not been requeste4 to reimburse districts for 
costs mandates by Ch 472/82, and what action the adminis
tration proposes to take with regard to the constitutional 
requirement that these costs be reimbursed because the 
constitution requires reimbursement of state mandated 
costs·· of local agencies. 

35. Physical Performance Test. Recommend enactment of 1384 
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legislation to repeal the physical performance test man
date because the results of the test are not used for any 
statewide purpose. 

36. Special Education Cost-oE-Living Adjustment. Reduce 1396 
Item 6100-226-001 by $1~G83,000. Recommend $10,-
683,000 reduction in the amount budgeted for special edu
cation local assistance COLA to correct for overbudgeting. 

37. Pre-Kindergarten Grant Allocation. Reduce Item 6100-001- 1400 
890 by $71,000 and increase Item 6100-161-890 by $71,000. 
Recommend adoption of supplemental directing the De
partment of Education to allocate federal funds for special 
education preschool and infant programs on a per capita 
basis because this method of allocating funds is more effi-
cient and would leave more money available for servil:!es 
to children. Further recommend deletion ofa federally
funded consultant position and the redirection of these 
funds to local assistance because the position would be 
unnecessary if funds are allocated on a per capita basis. 

38. Special Education Resource Network (SERN). Recom- 1401 
mend adoption of supplemental language directing the 
Department of Education to submit a report on the feasi" 
bility and potential cost savings that would result from 
consolidating SERN and the Teacher Education and Com-
puter Centers (TECs). 

39. Diagnostic Schools for the Neurologically Handicapped. 1403 
Recommend adoption of supplemental language dIrecting 
the Department of Education to submit a report on the 
availability of assessment services from other public and 
private institutions and the cost of the services, because 
there may be less costly alternatives to the state's present 
system of diagnosing the needs of students with neurologi-
cal disorders. 

40. Inaccurate Budget Display. Recommend Department of 1405 
Finance submit prior to the budget hearings a more accu-
rate budget request for the Office of Surplus Property. 

41. Excess Reserves. Recommend adoption of supplemental 1406 
language directing the Office of Surplus Property to 
reduce excess reserves in the Surplus Property Revolving 
Fund by refunding $3.9 million to recipient agencies 
through lower service and handling charges, because the 
current level of reserve is excessive. 

42. Fullerton Warehouse. Recommend Department of Edu- 1406 
cation submit the Southern California warehouse remodel-
ing project to the Legislature for review and approval 
because this is a major capital outlay project of the type 
normally reviewed by the Legislature. 

43. Sacramento Warehouse. Reduce Item 6100-001-680 by 1407 
$264,700. Recommend $264,700 reduction in the budget 
for the Office of Surplus Property to reflect cost savings 
resulting from the conversion of existing warehouse space 
to cool storage. 

44. SLAMM Report. Recommend the Department of Educa- 1407 
tion report prior to the budget hearings on the estimated 
net savings which will result from the implementation of 

_.j 
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each of the recommendations made in the SLAMM report 
prepared per prior legislative directive. 

45. Shipping Rates. Reduce Item 6100-001~ by$13~523. 1408 
Recommend $137,523 reduction in the budget for the Of-
fice of Surplus Property (OSP) to reflect anticipated sav-
ings in commercial shipping costs associated with the 
state's exemption from minimum Public Utilities Commis-
sion mandated shipping rates. 

46. Data Processing. Recommend the Department of Educa- 1409 
tion report prior to the budget hearings on the estimated 
personnel savings which will result from implementation 
of a new data processing system in the Division of Child 
Development and Nutrition Services. 

47. Overbudgeting. Reduce Item 6100-196-001 by $3,83~OOO. 1415 
Recommend $3,832,000 reduction in the budget for child 
care local assistance because local child care agencies have 
been unable to eamthis amoUnt in the past, and therefore 
it is not needed in the budget year to maintain current 
service levels. 

48. Child Care-"Excused Absences". Recommend adoption 1416 
of Budget Bill language and enactment of legislation stipu-
lating that state reimbursement shall not be provided for 
excused absences in . excess of five days per child per year 
unless they are due to specified reasons, because absences 
currently are not well controlled. 

49. Eligibility Standards and Parent Fee Schedule Review. 1417 
Recommend (1) enactment of legislation repealing the 

. exemption from parent fees granted by existing law to 
A,FDC and SSI/SSP recipients receiving state-subsidized 
child care services, and (2) report by the Office of Child 
Development, prior to the budget hearings, on the fiscal 
and programmatic effects of using the Current Population 
Survey issued by the U.S. Bureau of the Census in establish-
ing future family fee schedules, because the U.S. census 
data is more accurate and because. there is no analytical 
basis for excluding AFDC and SSI/ SSP recipients from pay-
ing parent fees. . 

50. Proposition 1 Clarification Needed. Recommend enact- 1428 
ment of legislation to clarify the provisions of Proposition 
1 regarding (1) the local district share of school construc-
tion project costs, and (2) the requirement that surplus 
school sites be sold. Further recommend that prior to the 
budget hearings, the Department of Finance identify the 
amount and source of funds needed to pay the 1983-84 
debt service on Proposition 1 bonds sold in the current 
fiscal year. 

5l. Hardship Waivers. Recommend enactment of legislation 1429 
amending the Education Code to delete the requirement 
that the State Allocation Board adopt a hardship waiver 
regulation, because such a regulation is no longer needed. 

52. Constitutional Aniendment. Recommend enactment of 1430 
legislation placing a constitutional amendment on the next 
general election ballot authorizing local voters to assess 
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special property tax rates to fund debt service on local 
school construction bonds, in order to increase the amount 
of funding available to meet school facility needs, and to 
assure that those who benefit from school facility construc
tion bear a larger share of the cost of this construction. 

53. Alternative Eligibility Standards. Recommend adoption 1432 
of supplemental language directing the State Allocation 
Board (SAB) to require each applicant for state school 
construction aid to demonstrate that specified alternatives 
for (1) mitigating the need for school construction and (2) 
financing school construction, which minimize the de-
mand for limited state funds, cannotbe used. Further rec
ommend the publication by the Departments of General 
Services and Education of a handbook for distribution to 
school districts detailing available alternative financing op-
tions for school construction, which also discusses strategies 
for implementing these options, in order to provide more 
information to school districts on this subject. 

54. Conservation of Existing School Construction Funds. 1433 
Recommend enactment of legislation substituting a sliding 
scale for the required 10 percent school district match that 
now applies to the cost of school construction projects, in 
order to strengthen incentives for reducing the cost of 
assisted projects. Further recommend adoption of supple
mental language directing an amendment to the current 
method of paying for architectural services, in order to 
conserve state school construction funds. 

55. Nonuse Payments for Surplus School Sites. Recommend 1435 
enactment of legislation increasing the nonuse payment 
for surplus school sites charged to local school districts, in 

. order to return these sites to the property tax rolls and 
thereby reduce state cost.s. 

56. Priority Points. Reconunend adoption of supplemental 1436 
language directing the State Allocation Board to establish 
the minimum number of priority points needed by school 
construction applications before they can be considered 
for funding in the budget:year, so as to assure that available 
funds are used to fund p~ojects for which the greatest need 
exists. 

57. Developer Fees .. Recommend enactment of legislation to 1438 
authorize the assessment of SB 201 fees to finance the cost 
of permanent school construction, so that more funds can 
be made available to meet the unmet need for school facili-
ties. 

58. State Administration-State Educational Block Grant. 1444 
Withhold recommendation on the proposed $3,859,000 re
duction in state administration associated with the State 
Educational Block Grant proposal pending receipt of addi-
tional information. . 

59. Serrano Defense Attorney Fees. Recommend (1) $525,- 1444 
000 requested for the state's defense in the Serrano case be 
identified in the budget, and (2) the expenditure of these 
funds be subject to the approval of the Director of Finance, 
to ensure that any ~ded funds are not re~ocatecl. 
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60. California HighSchool Proficiency Examination (CHSPE). 1445 
. Recommend the Departments of Finance and Educa-

tion submit a plan for funding the deficit in the CHSPE 
program. 

61. California Library Service Act-System Reference Centers. 1451 
Reduce,. Item 6100-211-001 by $1,44~ooo. Recommend 
elimination of California Library Services Act funding for 
system reference centers because these services (1) serve 
no stateWide interest, (2) can be provided locally, and (3) 
can be supplemented as necessary by federally funded ref
erence centers. 

62. Califorrria Library Service.s Act-Interlibrary Loan. Rec- 1453 
omrilendadoption of Budget Bill language directing the 
State Librarian to require a $1 processing fee for interli-
brary loan requests handled under the California Library 
Services Actin order to (1) reduce the net cost of handling 
these loans and (2) discourage consumers from making 
unnecessary loan requests. . 

63. CalifomiaLibrary Services Act-Federal Fund OffSet. 1454 
Reduce Item 6100-211-001 by $900,000. Recommend un
budgeted federal funds be used to replace state support for 
California Library Services Act in order to increase the 
Legislature's fiscal flexibility in funding its priorities. 

64. California Library Services Act System-Advisory Boards. 1455 
Reduce. Item 6100-211-001 by $36,000. Recommend 
elimination of state support for System Advisory Boards 
because library systems would continue to receive public 
input without these boards. 

65. StllteSpecial Schools' Unexpended Balance. Reduce 1457 
ItelllG100-006-001 by $354,450. Recommend a 1 percent 
reductioll in the appropriation for the state special schools 
because historically the schools have had an unexpended 
balance exceeding 1 percent of their appropriation .. 

66. CareerEducation Incentive Act. Reduce Item 6100-001- 1457 
001 by $78,(]()o.· Recommend funds requested to match 
federal funds under the Career Education Incentive Act 
be deleted because the program no longer exists. 

67. Ins.tructional Materials Data Processing. Reduce Item 1458 
6100-001-001 by $35,000. Recommend reduction to elimi
nateoverbhdgeting. 

68. EXpenditure Authority for Instructional Materials Pro- 1458 
gram. . Recommend adoption of Budget Bill language to 
permit expenditure of fund,s recovered from publishers in 
legal proceedings because these funds currently cannot be 
spent; 

69. Surplus Property Revolving Fund Condition. Recom- 1458 
mend adoption of supplemental language directing the 
Department of Finance to include in the budgets for future 
years, a complete fund condition statement for the Surplus 
Property· Revolving Fund. 

70. Budget Format for Local Assistance Summary by Object. 1459 
Recommend adoption of supplemental language directing 
the Department of Finance to provide more detail in the 
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Department of Education~s Summary by Object for Local 
Assistance, because the current level of detail excludes iil-. 
formation needed for legislative oversight. I 

Summary of Legislative Analyst's Recommende'! Fis,cal Cha~gel! 
Activity General Fund Other State Funds 
In-lieu Funding for Revenue Guarantee ................................ .. 
Regional Occupational Centers and Programs .. ; ..................... .. 
Urban Impact Aid COLA .............................................. : ................ . 
Driver Training .................. ; .............................................................. . 
Teacher Education/Computer (TEC) Centers ...................... .. 
San Francisco TEC ................ ; .......................................................... . 
Staff Development Administration ........................ ; .................... . 
Mathematics, Engineering, Science Achievement program .. 
Instructional. Matenals Publishers' Fee ................... ; .................... ' 
Adult Educatiori·Administration ..................... ; ............................ .. 
Adult Education Courses ............................................................... . 
Native American Indian Education program ........................... . 
Special Education COLA ........................... ; ........... ; ....................... . 
Office of Surplus Property Warehouse ....................................... . 
Office of Surplus Property Shipping Rates .............................. .. 
Child Care Local Assistance ..................................... ; .. ;; .............. .. 
State library System Reference Services ................................ .. 
State library Federal Funds Offset ............................................ .. 
library System Advisory Boards ................................................ .. 
Special Schools' Unexpended Balance """"""""""""'''''.'''''''''' 
Career Education Incentive Act ................................................ .. 
hjstructional Materials Data Processing """""""""""",""""'"'' 

Totals ................................................................... ; ...................... .. 

-$20,000,000 
-13,026;000 
-2,013,000 

-247,741 
-154,250 
-250,000 

47i,ooO 
-,60,000 

..,;.;J86;OOO 
-14,293,000 

-396,000 
-lO,683,OOO 

-3,832,000 
-1,~,000 

-900,000 
~36,000 

-354,450 
-78,000, 
-,35,000 

-$67,719,441 

" . OVERVIEW .. ' .. 

-$508,000 

-264,700 
,...137,523 

-$910,223 

We recomnHmd a net reduction of$68.6 million ,in ,the proposed appro
pria~ons fqr K-12 education. This amount ~~nsisJsof$67.?ririllion in re
ductions from the General Fund and $0.9 millionm re9.uctions from other 
state funds~ The recommendations' for reductiozisTElflectour analysis of 
where the budget contains funds which are in excess of individual pro
gram needs; . Any funds released by these recomrn~ndations wqrud be 
available for redirection by the Legislature to other education or nonedu-
cation programs. ,... ...... .....• . ... , . 

Addition.ally, we withhold recommendation on theproPbsed State Edu
cational .. Block Grant.local assistance item (Item 6100:.218-0(1) of $425.6 
million and the proposed state operations reduction of $3.9 million as
sociated with the block grant. 

Our analysis of K-12 education is organized as folloWs: 
, OUTLINE OF THE K-12 EDUCATION ANALYSIS 

Item Number 
GENERAL PROGRAM STATEMENT ................................................ ' 6100-101-001 
ANALYSIS AND RECOMMENDATIONS 
1. K-12 Revenues ............................ ;......................................................... 6100-101-001 
2. Significant Program Changes ................................ ,........................... 6100-226-001 

I.K-12 Fiscal and Policy Issues and Options 
A. Fiscal Issues and Options 

1. TotalK-12 Revenues, 1974-75 to 1983-84 ...................... 6100-101-001 
2. Expenditures for Education ................................................ 6100-101-001 
3. Achievement Test Results """"""""""""""""""""""".". 6100-lO1-OO1 

Analysis Page 
1269 

1270 
1271 

1275 
1278 
1280 
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4. General Aid Apportionments ...... :; .................................. .. 
5. Increasing K-12 Revenues ................................................. . 
6. Potential Sources of Additional Revenue for K-12 Edu-

cation ................................................................................. ; .... .. 
7. Alternative School Finance Allocation Systems .......... .. 
8. School Facilities Funding ................................................... . 

B. Policy Issues and Options 
. . 1. Categorical Aid Programs ................................................ .. 

2. CUITicuium Issues ................................................................ .. 
3. School Personnel .................................................................. .. 
4. School Environment/Campus Safety .............................. .. 
5; State··Mandates .. ;; ............................... ; ............................ ; ..... . 

II.' Local Assistance . 
A. General Education Program 

1. School Apportionments and General Education E.x-
penditures ...... , ..................................................................... .. 

2. County Offices. of Education ........................................... . 
3. Regional Occupational Centers aild Programs .......... .. 

. 4. Urban Impact Aid and Chapter 323 (Meade) Aid .... .. 
5. State Educational Block Grant ...................................... .. 

B. Categorical Education Programs 
1. Consolidated Categoricals 

a. Economic Impact Aid and ECIA Chapter I Aid .. .. 

b. Transition Program for Refugee Children ............ .. 
c. Bilingual Education ...................................................... .. 
d. School Improvement Program .................................. .. 
e .. Miller /Unruh Reading Program .............................. .. 
f. State Preschool Program ............................................. . 
g. Federal. Block Grant ....................................... " .... , .......... . 

2. Noncomolidated Categoricals 
a. ECIA Chapter 1 ........ , .................................................... . 
b .. Driver Training/Traffic Safety Education ............ .. 

c. Home-to-School Transportation ................................ .. 
d. Staff Development ....................................................... . 
e. Instructional Materials (Textbooks) ........................ .. 

f. Gifted and Talented Education Program ............... . 
g. Vocational Education ........ ~ .......................................... . 

h. Adult Education ............................................................. . 

i. Indian Education ........................................................... .. 

j. DemonStration Programs in Reading and Math-
ematics ......................................................................... . 

3.· State;; Court, afid Feaeral Mailaates 
a. State Mandates ............................................................... . 
b. Federal and Court Mandates .................................... .. 

4. Special Education 
a. Master Plan for Special Education ........................... . 
b. Federal'Public Law 94-142 ......................................... . 
c. State Special Schools .................................................... .. 

5. Child Care, Child Nutrition, and Surplus Property 
a. Surplus Property ................................................ , ... ; ....... . 

\ 

6100-101-001 
6100-101-001 

6100-lO1-OO1 
6100-lO1-OO1 
6100-001-344 

6100-218-001 
6100-218-001 
6100-218-001 
6100-101-001 
9680-101-001 
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6100-106-001 
6100-lO1-OO1 
6100-206-001 
6100-218-001 

6100-218-001 and 
6100-136-890 
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6100-015-001 
6100-218-001 
6100-166-890, 
6100-166-001, and 
6100-020-001 
6100-156-001 and 
6100-156-890 
6100-151-001 and 
6100-218-001 

6100-218-001 

9680-101-001 
6100-114-001 

6100-161-001 
6100-161-890 
6100-006-001 

6100-001-680 
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b. Child Care ...................................................................... .. 

c. Child Nutrition .............................................................. .. 

6. State School Building Aid 
a. Overview ........................................................................ .. 
b. Proposition 1 .................................................................. .. 
c. Need for School Capital Outlay ................................ .. 

III. State Operations 
A. Department of Education 

1. Overview of 1983-84 Proposed Budget ...................... .. 
·2. Office of Program Evaluation and Research ............ .. 
3. Curriculum Services ........................................................ .. 

4. University and College Opportunities Program ...... .. 
5. Office of Private Postsecondary Education .............. .. 

B. State Library 
1. Overview ............................................................................ .. 
2. California Library Services Act .................................... .. 

3. Library Services and Construction Act ...................... .. 

C. Technical Issues ...................................................................... ' 

GENERAL PROGRAM STATEMENT 

~l~l=and 
6100-201-001, 
6100-201-890, and 
6100-101-945 

6100-001-344 
6100-001-344 
6100-001-344 

6100-001-001 
6100-001-001 
6100-001-140, 
6100-181-140, and 
6100-218-001 
6100-001-001 
6100-001-305 

6100-011-001 
6100-211-001 and 
6100-011-001 
6100-011-890 and 
6100-211-890 
6100-001-001 and 
6100-006-001 

1410 

1421 

1423 
1427 
1427 

1439 
1445 

1446 
1447 
1447 

1449 

1451 

1456 

1457 

In 1983-84, approximately 4.2 million students will attend public ele
mentary and secondary schools in 1,044 elementary, high, and unified 
school districts. This attendance is referred to as ADA (average daily 
attendance) , and is defined as the average number of pupils either actual
ly attending classes for at least the minimum school day, or having a valid 
excuse for absence. The state provides assistance to local district programs 
for these students through a number of general and categorical aid pro
grams. Table 1 shows K-12 attendance figures for the past, current, and 
budget years. 

The attendance level projected for 1983-84 is 0.5 percent above the 
1982-83 level. 

Table 1 
Annual Average Daily Attendance (ADA) in 

California Public Schools 

Elementary ........................................................... . 
High School ........................................................... . 
Adult 'Education ................................................... . 
County ........................... ; ...................................... .. 
Regional Occupational Centers and Programs 

(ROC/Ps) ...................................................... .. 

Totals .............................................................. .. 

Actual 
1981-82 
2,703,143 
1,245,380 

168,876 
14,125 

82,183 

4,213,707 

Estimated 
1982-83 
2,726,600 
1,216,100 

157,200 
14,300 

89,800 
4,204,000 

Source: Deparbnent of Finance midrange projection of October 14, 1982. 

Proposed 
1!J83-.84 
2,739,900 
1,213,900 

157,200 
14,200 

98,800 
4,224,000 

Percent 
Change 

- 0.5% 
-0.2 

0.0 
-0.7 

10.0 

0.5% 

TheK-12 education system is administered by the State Department of 
Education (SDE), 58 county offices of education, and 1,044 school districts. 
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For the SDE, the Governor's Budget proposes a total appropriation of 
$124.3 million to support 2,734.3 positions and related operating expenses. 
This proposed appropriation level includes $63.8 million from the General 
Fund, $32.3 million from federal funds, and $28.2 million from other state 
funds. Later in our analysis of K-12 education we present the specific 
detail of the budget's proposals. 

ANALYSIS AND RECOMMENDATIONS 

1. K-12 Revenues 
The budget proposes that $13,531.9 million be made available for K-12 

education in 1983-84. ThiS is an increase of $457.3 million, or 3.5 percent, 
over the amount provided in 1982-83. Table 2 displays total revenues for 
K-12 education in the past, current, and budget years. ... . 

Under the proposed budget, the state's General Fund provides $8,086.4 
million to support K-12 education in 1983-84, an increase of $164;0 million, 
or 2.1 percent, over the current-year level.. In addition, 13 state special 
funds provide $268.2 million for K-12 education. Thus, total state support 
for K-12 education in the. budget year is proposed to be $8,354.6 million, 
or 62 percent, of the total amount anticipated. 

Federal funds for K-12 education in 1983-84 are estimated at $839.2 
million, or 6.2 percent, of the total. This is a decrease of $16.5 million, or 
1.9 percent, from the current-year level. 

Local revenue for K-12 education from all sources is expected to be 
$4,338.1 million in 1983-84, an increase of $333.6 million, or 8.3 percent, 
over the 1982-83 level. Local property tax levies are exPected to generate 
a little over half ($184.5 million) of the additional funds, while IIiiscellane
ous local revenues, which include cafeteria income, interest, fees, and 
income from the sale of property and bonds, are expected to account for 
a little less than half ($149.1 million) of the increase. In total, local reve
nues are expected to account for 32 percent of all K-12 funding. 

Table 2 
Total Revenues for K-12 Education 

(in millions) 

Actual Estimated Proposed Change 
1981-1J2 1982-83 1fJ83..<J4 Amount Percent 

State: 
General Fund .......................... $7,ff.l1.2 $7,922.4 $8,086.4 $164.0 2.1% 
Special Funds· ........................ 82.3 292.0 268.2 -23.8 -8.2 -- --

Subtotals, State .................... $7,779.5 $8,214.4 $8,354.6 $140.2 1.7% 
Federal b 

...................................... $882.4 $855.7 $839.2 -$16.5 -1.9% 
Local: 

Property Tax. Levies .............. $2,598.7 $2,439.3 $2,623.8 $184.5 7.6% 
Debt Service ............................ 461.0 461.0 461.0 
Miscellaneous C ........................ 974.9 1,104.2 1,253.3 149.1 13.5 --

Subtotals, Local .................. $4,034.6 $4,004.5 $4,338.1 $333.6 8.3% 
Totals ................................ $12,696.5 $13,074.6 $13,531.9 $457.3 3.5% 

• Includes the California Environmental License Plate Fund, State School Fund, Surplus Property Revolv
ing Fund, and others. 

b Includes Federal Impact Aid (PL 81-874) which is not shown in the budget. 
C Includes sale of property and supplies, cafeteria revenues, interest income, bond funds, and other 

revenues. 
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Significant Program Changes in 1983-84 
Table 3 shows the components of the $451.3 million net increase in total 

revenues available for the state's K-12 education system in 19~. The 
most significant General Fund changes are: 

(1) inflation adjustments for K-12 apportionments ($441.0 million), 
and other local assistance pro~ams ($62.2 million), 

(2) elimination of the 100 percent revenue guarantee (-$211.2 mil
lion) , 

(3) increases needed to fund ADA growth ($83.9 million), 
(4) elimination of one-time funding for K-12 apportionments provided 

by SB 1326 (-$50.0 million), 

Table 3 
Proposed 1983-&1 Budget Changes 

(in millions) 

Funding Source 
General Special Local 

1~ Base ........................................... :........ $7,922;4 $292.0 $4,004.5 
1. Changes to Maintain Existing Base: .. .. 

ADA increase ........................................... . 
Increase in local property taxes .......... .. 
FirumciallEigislation .............................. .. 
One-time special education deficiency 
Statutory inflation acijustments: 

K-12 apportionments ........................ .. 
Other programs with statutory 

COLAs .............................................. .. 
2. PJ:ograin Change Proposals: ................ .. 

Eliinination of one-time K-12 funds 
(SB 1326) .......................................... .. 

Elimination of 100 percent guarantee 
One-time adjustment in-lieu of 100 

, percent guarantee ........................... . 
Adjustments to statutory inflation 

amounts: 
K~12 apportionments ........................ .. 
Other programs with statutory 

COLAs ............................................... . 
Discretionary programs inflation ........ .. 
Deferred Maintenance Fund .............. .. 
State Teachers' Retirement Fund ...... .. 
Capital outlay funds .; ............................ .. 
Federal funds .......................................... .. 
MiScellaneous local revenues .............. .. 
Special adjustment for low-wealth dis-

. tricts .................................................. .. 
3. All other .changes .................................... .. 

Subtotals 
Total Change: .................................. .. 

Amount ......................................... . 
Percent ........................................... . 

1983-84, as proposed ................................... . 

83.9 
-184.5" 
-13.7 
-35.0 

552.3 

133.1 

-SO.O 
-217.2 

20.0 

-105.3 

-85.3 
14.4 
16.3 

-3.2 

34.7 
3.5 

$164.0 
2.1% 

$8,086.4 

a This represents a change in funding source. 

41-76610 

184.5 a 

-25.0 

149.1 

1.2 

-$23.8 $333.6 
-8.2% 8.3% 

$268.2 $4,338.1 

Federal 
$855.7 

-16.5 

-$16.5 
-1.9% 

$839.2 

Total 
$13,074.6 

720.6 

-268.0 

4.7 

$457.3 

3.5% 
$13,531.9 



1272 / K-12 EDUCATION Item 6100 

DEPARTMENT OF EDUCATION-Continued 

(5) elimination of one-time funding for the 1981--82 special education 
deficiency (-$35.0 million), 

(6) a one-time increase for low wealth districts ($34.7 million), and 
(7) a one-time increase in-lieu of 100 percent guarantee ($20.0 million). 
In addition to these changes, the budget proposes to consolidate nine 

state-funded, local assistance categorical aid programs into the State Edu
cational Block Grant at a proposed funding level of $425.6 million. This 
proposed funding level is the same as the'current year funding for the nine 
programs. Later in this Analysis we present a separate discussion of the 
proposed block grant. 

a. Cost-oE-Living Adjustments (Item 6100-226-001). The budget pro
vides $543.9 million for cost-of-living adjustments (COLAs) in 1983--84. 
This amount includes: (1) $34.7 million designated as a special adjustment 
for low-wealth districts, (2) $447.0 million for general aid apportionments 
to K-12 districts (base revenue limits), (3) $36.2 million for special educa
tion local assistance, (4) $11.6 Ihillion for all other programs having statu
tory COLAs, and (5) $14.4 million for programs that do not have a 
statutory cost-of-living adjustment. 

In essence the budget provides: 
• a 6 percent COLA for general aid apportionments, in-lieu of the 

statutory 7.48 percent COLA; . . 
• a 3 percent COLA for special education, in-lieu of the statutory 7.44 

percent COLA; 
• a 3 percent COLA for all other local assistance programs, regardless 

of whether they have statutory COLAs. 
We discuss these specific proposals elsewhere in this Analysis. In The 
19~ Budget: Perspectives and Issues, which accompanies this Analysis, 
we discuss the general issue of cost-of-living adjustments and how these 
increases affect the budget. 

b. Elimination of the 100 Percent Revenue Guarantee. Each school 
district receives state apportionment aid in an amount equal to its base 
revenue limit per ADA multiplied by its ADA. In the absence of any 
funding adjustments, a school district's revenue, excluding categorical aid, 
would be determined primarily by changes in ADA. Chapter 282, Statutes 
of 1979 (AB 8), however, provides that no district shall receive less than 
102 percent of its prior-year reveIlues, regardless of the change in a dis
trict's ADA. Thus, even when a district experiences a significant loss of 
ADA, this provision calls for the district to receive an increase in state 
apportionment aid. 

The 1982 Budget Act reduced the revenue guarantee to 100 percent for 
1982--83. 

The statutory provision establishing the 102 percent revenue guarantee 
is scheduled to expire on June 30, 1983. The budget does not propose an 
extension in the guarantee and contains no funding for the guarantee in 
1983--84. 

The General Fund savings realized by the elimination of the revenue 
guarantee depends on the size of any cost-of-living adjustment granted to 
local school districts. This is because a COLA on the revenue limit reduces 
the amount needed to guarantee a district the same or an increased level 
of revenues. Elimination of the revenue guarantee in 1983--84 would 
reduce funding requirements for K-12 apportionments as follows: 
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Savings From Elimination of 
(in millions) 

1(]() Percent 102 Percent 
Size of COLA Guarantee Guarantee 
0% ............................................................................................................ $217.2 $328.9 
3 .............................................................................................................. 133.9 192.7 
6 ........................... , .................... ;............................................................. 86.8 123.3 

c. One-Time Adjustment In-Lieu of 100 Percent Guarantee. The 
budget proposes a special appropriation of $20.0 million to provide funds 
to those school districts that will be adversely affected by tlie elimination 
of the 100 percent revenue guarantee. This one-time appropriation would 
be allocated by the Superintendent of Public Instruction to school districts 
with the most urgent need. 

d. Elimination of One-Time Funds for Special Education Deficiency. 
The 1982 Budget Act appropriated $35.0 million to fund part of the 1981-82 
deficit in special education. Because this was a one-time cost, the 1983-84 
budget shows a reduction of $35.0 million between the current and budget 
years. 

e. Elimination of Other One-Time K-12 Funds (SB 1326). Senate Bill 
1326, (Ch327/82), the trailer bill to the 1982 Budget Act, provided $50.0 
million in 1982-83 to school districts for the purpose of enhancing local 
programs. Expenditure of these funds was restricted to items other than 
salaries and employee' benefits. Because this was intended as a one-time 
increase in revenues to districts, the 1983-84 budget shows' a $50.0 million 
reduction in funding between the current year and budget years. 

f. Increase in Local Property Taxes. The budget estimates an increase 
in property tax revenues of $184.5 million for 1983-84. This increase in 
local revenues, however, does not result in a corresponding increase in 
revenues to school districts. This is because the current school finance 
system guarantees each district a certain amount of revenue per ADA. 
Consequently, any increase in local property tax revenue simply offsets, 
dollar-for-dollar, the amount of state aid needed to fund the revenue limit. 
Consequently, the $184.5 million increase in local revenues is offset by a 
reduction of $184'.5 million in General Fund support. 

The budget assumes that 1983-84 taxable property that has not changed 
ownership or been newly constructed will be valued at 2 percent over the 
current year value. The Board of Equalization, however, estimates that for 
1983-84 the increase in assessed value for this property may be less than 
2 percent because latest data suggest that the California CPI could be 
sigmficantly less than 2 percent for the current year. If the increase is in 
fact less than 2 percent, the amount of property tax revenues available to 
schools and the proposed General Fund appropriation for K-12 funding 
could be insufficient to fund the budget's proposal. More accurate infor
mation will be available in May. 

g. Special Adjustment for Low-Wealth Districts. The budget provides 
an additional $34.7 million for low-wealth districts. These funds are to be 
allocated to districts whose per-pupil revenue limit is $20 below the state
wide average for comparaole districts (elementary, high'school, or uni-
fied). . 

'In 1976, the state Supreme Court ruled in the Serrano v.~Priest case that 
California's system of school finance was unconstitutional and upheld a 
lower court ruling that wealth-related disparities in educational expendi
tures per pupil had to be reduced to "considerably less than $100 per 
pupil" by 1980. The Department of Finance estimates that with the special 
adjustment, 96 percent of the state's K-12 students will be enrolled in 
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districts with base revenue limits that are within $100 of the statewide 
average. Currently, approximately 72 percent of the state's students are 
enrolled in districts that meet the $100 requirement. 

h. Miscellaneous Local Revenue. School districts' miscellaneous local 
revenues include revenue generated from the sale of property and sup
plies, cafeteria revenue, interest and lease income, income from the sale 
of bonds, and other income. We estimate that revenues from these sources 
will increase $149.1 million in 1983-84, or 13.5 percent, from the estimated 
current year level of $1,104.2 million. 

i. Other Changes. Other changes affecting the overall level of support 
for K-,.12 education include: (1) an increase of $16.3 million from .the 
General Fund for deferred maintenance, (2) a reduction of $3.2 million 
for contributions to the State Teacher's Retirement System, (3) a reduc
tion of $25.0 million in school construction revenues from Proposition 1 
bond funds, and (4) a loss of $16.5 million in federal aid. . 

j. State Educational Block Grant. The Governor's budget also pro
poses to establish a State Educational Block Grant. This proposal does not 
include a change in the $425.6 million program level between the current 
and budget years for the nine state-funded local assistance categorical aid 
programs that are proposed for inclusion in the block grant. Later in this 
Analysis, we present a separate discussion· of the proposed block grant. 

I. OVERVIEW OF K-12 FiSCAL AND POLICY ISSUES AND OPTIONS 

Background 
In recent months, there has been much legislative and public discussion 

about (1) California's expenditures for K...:.12 education, relative to the 
level of expenditures by other states and (2) the need for education 
reform. Concerns have been raised about (1) the level of expenditures for 
education by the state as a percentage Of the state's personal income, (2) 
student achievement, (3) teacher competence, (4) the rigorousness of the 
curriculum, (5) the length of the school day and school year, (6) faculty 
tenure, and (7) the impact of collective bargaining on the performance 
of public schools. 

To date, however, no clear consensus has emerged as to what action, if 
any, should be taken. Because this debate appears certain to continue, we 
begin this analysis with a review of the major fiscal and program issues 
facing the Legislature in 1983. This discussion is divided into two sections: 

A. Fiscal issues and options,· which includes a discussion of (1) trends 
in expenditures for education in California, (2) education expenditures by 
the 50 states, (3) alternative sources of revenues for financing additional 
K-12 expenditures, (4) alternative systems for allocating K-12 funding, 
and (5) K-12 school facility needs. . . -

B. Policy issues and options, which includes a discussion of (1) categori
cal education aids and their place in the state's system of school finance, 
(2) the adequacy of the state's educational curriculum and alternatives for 
improving it, (3) the supply of teachers relative to the state's needs, now 
and in the future, (4) vandalism and violence at the school site, and (5) 
the impact of state mandates on local districts. and students. 
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A. FISCAL ISSUES AND OPTIONS 
In this part of the overview, we examine the level of funding provided 

for K-12 education in California, as well as the major funding issues faced 
by the Legislature. 

1. Total K-12 Revenues, 1974-75 to 1983-84-Has Inflation Eroded K-12 
Support? 

Table 4 and Chart 1 display total funding for K-12 by source, for the 10 
years 1974-75 to 19~. The principal funding sources identified in the 
table are as follows: . 

• Local Property Tax Levies-revenues raised by the tax on real prop
erty. 

• State Property Tax Subventions-funds provided by the state to 
school districts to replace property tax revenues foregone due to tax 
exemptions granted by the state, such as the homeowners exemption 
and the business inventory exemption .. (In Chart 1, state property 
tax subventions are included with local property tax levies.) 

• State Aid-K-12 revenues provided from the General Fund and state 
special funds. 

• Federal Aid-all K-12 education funds received from the federal gov
ernment . 

• Miscellaneous Revenues-combined state/federal grants, sale of 
property and supplies, cafeteria revenues, interest income, and other 
revenues. 

As shown in Table 4, total funding for K-12 education in California is 
proposed to increase from $7,210.5 million in 1974-75 to $13,532.0 million 
in 1983-84, an increase of $6,321.5 million or 88 percent. Of the five reve
nue sources, aid from the state has increased most significantly since 
1974-75 (255 percent), while support from the property tax and rtate 
property tax subventions has actuaIly declined, due to the combined ef
fects of Proposition 13 and the state's fiscal relief program established by 
AB 8 (Ch282/79). 

Average daily attendance (ADA) over this same period dropped lOA 
percent, from 4,714,154 to 4,224,000. This decline of 490,154 in the number 
of students is explained by (1) a decline in the number of 5-17 year olds 
residing in the state and (2) a reduction in summer school ADA. The 
reduction in summer school ADA reflects the withdrawal of state funds for 
most summer school students, following the passage of Proposition 13 in 
1978. This caused total ADA to decline sharply between 1977-78 and 1978-
79. 

Table 4 and Chart 2 also show that funding per pupil, expressed in 
current dollars (that is, dollars that have not been adjusted to reflectthe 
effects of inflation on purchasing power), increased almost 110 percent 
since 1974-75, rising from $1,530 to $3,204. If, however, we adjust per pupil 
exp~!1ditures for the significant inflation that occurred during this period, 
a different picture emerges. In constant dollars, using 1972-73 as the base 
year, per pupil funding was $1,290 in 1974-75. For 19~, per pupil 
funding is proposed at $1,411 in constant dollars. This is an increase of $121 



LOcal State 
Property Property Tax 

Year Tax Levies" Subventions 
1974-75 ...................................... $3,348.2 $430.8 
1975-76 ...................................... 3,795.2 485.6 
1976-77 ...................................... 4,256.1 494.0 
1977-78 ...................................... 4,728.6 516.0 
1978-79 ...................................... 2,337.1 241.5 
197!h'1O ...................................... 2,000.0 180.0 
1980-81 ...................................... · 2,195.5 257.4 
1981-82 (estimated) .............. 2,814.6 d 245.1 
1982-83 (estimated) .............. 2,655.0 245.2 
1983-M (budgeted) ................ 2,839.0 245.9 

Cumulative Change 
Amount ...................................... -$509.2 -$184.9 
Percent ...................................... -15.2% -42.9% 

Source: Financial Transactions of School Districts 
" Includes local debt. 

Table 4 
K-12 Total Revenues 

(in millions) 

Tota/Fun_ 
State Federal Total Per Percent 
Aid Aid MiscelJanOO/lS b Funding ADA ADA Change 

$2;356.7 $550,4 $524.4 $7,210.5 4,714,154 $1,530 8.8% 
2,594.4 591.6 391.1 7,587.9 4,760,966 1,650 7.8 
2,764.6 644.4 495.6 8,654.7 4,718,800 1,834 11.2 
2,894.9 891.5 485.6 9,516.6 4,652,486 2,045 11.5 
5,333.4 962.3 551.3 9,425.6 4,271,181 2;Nf 7.9 
6,998.5 1,100.4 702.7 10,981.6 4,206,150 2,611 18.3 
7,348.9 1,064.7 866.3 11,732.8 4,214,089 2,784 6.6 
7,779.5 882.4 974.9 12,696.5 4,213,707 3,013 8.2 
8,214.4 855.7 1,104.2 13,074.5 4,204,000 3,110 3.2 
8,354.6 839.2 1,253.3 13,532.0 4,224,000 3,204 3.0 

$5,997.9 $288.8 $728.9 $6,321.5 -490,154 $1,674 
254.5% 52.5% 139;0% 87.7% -10.4% 109.4% 

b Includes combined state/federal grants, county income, cafeteria fees, and other miscellaneous revenues. 
cTotal funding as adjusted by the GNP deflator for state/local government. 
d The growth in property tax levies is primarily due to the one-time allocation of $363.8 million in 1978-79 unsecured property taxes. 

1972-73 DoJ/arsc 
Per Percent 
ADA Chllllge 
$1,290 -0.6% 

1,287 -0.2 
1,342 4.3 
1,397 4.1 
1,398 0.1 
1,525 9.1 
1,497 -1.8 
1,504 0.5 
1,460 -2.9 
1,411 -3.4 

$121 
9.4% 
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Chart 1 

K-12 Education Revenues by Funding Source 
(in millions) 

Miscellaneous 

~~ 
Federal funds 

I I 
Local funds a 

t~·::d:':i:~~\;\~:·:·~U 
State funds 

~ 

74-75 75-76 76--77 77-78 78-79 79--80 8Q--81 81-82 82-83 83-84 
a Includes slale properly tax subventions. Fiscal Year 

o 

Chart 2 

K-12 Education Funding Per Pupil 
in Constant and. Current Dollars 

Constanta 
Dollars 

tft*%l@'ff.~~i~i~ill1J 
Current 
Dollars 

a 74-75 75-76 76--77 77-78 78-79 79--80 80-81 81-82 82-83 83-84 
As adlusted by the GNP deflator for statellocal government. Fiscal Year 
1972~73 base year. 
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per pupil, or 9.4 percent. Put another way, assuming enactment of the 
Governor's Budget, the purchasing power of K-12 funding per pupil in 
1983-84 will be a little less than 10 percent greater than wliat it was in 
1974-75. Since 1979-80, however, funding on a constant dollar basis has 
actually declined from $1,525 per pupil, a reduction of $114, or 7.5 percent, 
per ADA. 

2. Expenditures for Education-California Compared With Other States 
Does California spend less on KL12 education relative to other states? 

The National Education Association (NEA) recently published a docu
ment entitled Ranking of the States. 1982. This document presents data for 
each of the 50 states and the District of Columbia on population, school 
attendance, faculty, government finance, school revenues, and school ex
penditures. The statistic in the NEA report which has received the most 
public attention is the one that ranks California 50th out of 50 states and 
the District of Columbia in terms of the amount of revenue provided to 
public schools as a percent of state personal income in 1980. 

Interpreting this ranking should be done with caution. On the one hand, 
the state's low ranking indicates that California is devoting less of its 
income to education tlian other states, and thus probably has the ability 
to provide more revenues to public schools than it is now providing. On 
the other hand; however, the statistic says nothing about either the 
adequacy of existingK-12 funding levels or the schools' need for addition
al revenues. The NEA ranking addresses only the input side of the K-12 
equation (that is, funding level); it provides no information on the output 
of the public schools-the extent to which students are receiving an ade
quate education. In evaluating the product of public education, spending 
levels don't tell the whole story. 

a. An Analysis of the NEA Rankings. The NEA indicates that in 1980 
public school revenues in California amounted to 3.69 percent of the 
state's personal income. This places California just ahead of Nevada among 
the states, and well below the national average of 4.80 percent. This statis
tic can be interpreted in two different ways. First, it can be taken to mean 
that public school revenues in California are "low" relative to public 
school revenues in the rest of the nation. Second, it can be taken to mean 
that personal income in California is "high", relative to the income of 
other states. In fact, both interpretations are valid. 

The reason why public school revenues in California are low can be 
explained, in part, by the demographic characteristics of the state. For 
example, the percentage of persons in the school-age population group
age 5 years to 17-is lower in California than it is in most other states. In 
fact, according to the U.s. Bureau of Census, California ranked 48th among 
the states in terms of the percentage of its 1980 population in this age 
group. Thus, other things being equal (they are not,. of course) , we would 
expect California to be near the bottom of the ranking in terms of K-12 
education expenditures as a percentage of state personal income. 

The low ranking is also explained, in part, by factors that are not related 
directly (and may not be related at all) to educational considerations. 
According to the NEA, California spends relatively less money on school 
administration and transportation tlian do other states, when measured on 
a per-pupil basis. In these expenditure categories, California ranked 45th 
and 50th, respectively, for 1978-79. In other words, to the extent school 
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districts in California are more efficient than those in other states, or have 
less of a need for funds because of the state's greater urbanization, they 
require relatively less of the state's personal income to fund K-12 educa
tion services than do other states. 

California also enjoys a higher per capita personal income than most 
other states. For 1980, the NEA ranks California fourth in the nation, with 
a per capita income of $10,938. The per capita income for the nation as a 
whole was $9,521, meaning that in 1980 California was 15 percent above 
the median. Again, the age distribution of California's population provides 
a partial explanation for the state's higher income. In 1980, the state 
ranked seventh in the proportion of its population in the 17-65 year old 
age group. With a larger share of its population in the working age group, 
we would expect California to have a relatively high per capita income. 

The fact that California has a higher per capita income than most other 
states means that it can· afford to spend more on education, in absolute 
terms, than other states. The state might choose to use its greater wealth 
in this manner. The fact it is wealthier, however, does not mean that it 
needs to spend more. 

Taken together, these factors explain, in rart, why we would expect 
California to rank relatively low in terms 0 public school revenue as a 
percent of I>ersonal income. In saying this, however, we do not mean to 
imply that the level of funding provided for K-l2 education in the state 
is adequate. Rather, the point of this discussion is simply that the state's 
low ranking, by itself; does not provide a basis for concluding that Califor
nia needs to spend more for education. 

b. Other Measures of Education Funding. The NEA publication in
cludes various measures of state support for K-,12 education. Some are 
expressed in dollars, while others are on a per pupil or per capita basis. 
Each provides a different view of education funding in California as com
pared with funding in other states. 

For 1980--81, the NEA reports that California provided $2,382 per aver
age daily attendance (ADA). This amount was $365, or 13 percent, below 
the national average of $2,747. On this basis, California ranks 37th among 
the states and the District of Columbia. Because the state provides funds 
to school districts based upon the district's ADA, many accept this meas
ure as an accurate reflection of the state's financial commitment to educa
tion. 

In contrast, the NEA ranks California 20th in terms of per capita state 
and local expenditures for local schools during 1979-80, with Californians 
providing $421.14 per capita compared to the national average of $410.28. 
This amount includes funds for capital outlay. 

For 1981-82, the NEA reports that local governments in California pro
vided 19 percent of the revenue going to public elementary and secondary 
schools. This is considerably below the national average of 43 percent. As 
a result, the NEA ranks California local governments 46th in terms of their 
contribution to public K-l2 education. Because California state govern
ment, on the other hand, provided 74 percent of the funds for public K-12 
education, it ranked 5th among the states in this category. 

The NEA rankings illustrate an important point. There are many ways 
to measure education funding. A single statistic, by itself, is unlikely to 
provide a reliable basis for assessing the adequacy of specific funding 
levels, and may give an impression that, in fact, is very misleading. 

In addition, we have some concern about the reliability of the NEA data. 
The NEA's primary sources of information are the u.S. Bureau of the 
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Census, the U.S. Bureau of Economic Analysis, and the NEA data banle 
Although we have not examined the Census data for K-12 revenues and 
expenditures, we believe that a word of caution is in order. We recently 
examined Census data collected for California's expenditures on higher 
educati()n and found that the reported data did not accurately reflect the 
state's financial commitment. In some cases, relevant data were omitted, 
and in others, untimely data were included, which in tum understated the 
total contribution of California taxpayers to higher education. These find
ings suggest that there may be similar problems with the K-12 data. 
However, as of this time, we are unable to independently verify this point. 

3. Achievement Test Results-What Has Been the Impact of Changes in 
K-12 Funding Levels on School Performance? 

Although the level of funding provided in California for public elemen
tary and secondary education increased in real terms during the 1974-75 
through 1977-78 period and decreased in subsequent years, a direct rela
tionship between funding and achievement cannot be found in a compari
son of national and California's achievement levels during this period. 

a. California Assessment Program (CAP) Test Results. For the past 
eight years, the scores from the basic skills achievement tests given to 
California students in grades 3 and 6 have been increasing. Basic skills 
achievement in grade 12, however, decreased through 1979-80, and has 
either remained constant or has increased slightly since then, depending 
on the content area tested. 

b. Scholastic Aptitude Test (SAT) Results. Table 5 compares Califor
nia and national SAT scores for the years 1971-72 through 1981-82. Since 
1971...;.72, the SAT verbal scores of California students have declined from 
464 to 425-a drop of 39 points, or 8.4 percent. These students' math scores 
have declined from 493 to 474-a drop of 19 points, or 3.8 percent. Most 
of this decline, however, occurred during the 1971-72 through 1977-78 
period. Since 1977-78, mathematics scores have generally increased, and 
there has been only a slight reduction in verbal scores. 

Table 5 
California and National SAT Scores 

1971-72 through 1981-82 

Year California 
1971-72.............................................. 464 
1972-73 ....... ;;..................................... 452 
1973-74.............................................. 450 
197.4-75 .............................................. 435 
1975-76 .............................................. 430 
1976-77 .............................................. .427 
1977-78 .............................................. 427 
1978-,.79 ...................................... ;....... 428 
1979-80 .............................................. 424 
1980-81 .............................................. 426 
1981-82·.............................................. 425 

Verbal 
National 

452 
445 
444 
434 
431 
429 
429 
427 
424 
424 
426 

Difference 
12 
7 
6 
1 

-1 
-2 
-2 

1 

2 
-1 

Mathematics 
California National Difference 

493 484 9 
485 481 4 
484 480 4 
473472 i 
470 472 -2 
470 470 
466 468 -2 
473 467 6 
472 466 6 
475 466 9 
474 467 7 

c. Curriculum. The percentage of college-bound seniors taking the 
so-called rigorous courses is lower in California than it is nationally. Specif
ically, the results of questionnaires given to students taking the SAT indi
cate that a smaller proportion of California college-bound seniors take: 
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• four or more years of English or mathematics; 
• three or more years of a foreign language; or 
• two or more years of physical science courses. 
In recent years, however, the difference between these percentages has 

been decreasing in all areas except the physical sciences, as California 
students take more classes in these categories. While California students 
are taking more physical sciences courses, the increase has been less than 
what it has been nationally. 

In summary, our analysis has not identified a strong link between 
achievement test results and curriculum on the one hand, and the amount 
of purchasing power (that is, "real" dollars) provided for K-12 education, 
on the other nand. The basis for this conclusion is that: 

• Grade 3 and 6 test scores have continued to increase in recent years, 
even though the amount of real dollars per ADA had decreased. 

• Grade 12 test scores have stablilized or increased during the last two 
years, even though K-12 purchasing power has decrease during 
these years. 

• SAT mathematics scores are higher in 1981-82 than they were in 
1977-78, the year prior to Proposition 13's passage, while verbal scores 
are only slightly lower. 

Student academic achievement, however, is only one measure of the 
performance of public schools. Other measures, such as improved inter
group relations and the self-image of pupils and the level of school-related 
crime, also affect the quality of school performance. Data on these other 
measures, however, are not available at the same level of detail as academ
ic achievement. Consequently, we have used only the achievement data 
for this analysis of whether. increased funding results in improved schools. 

With this as background, we now turn to a discussion of those fiscal issues 
facing the Legislature. 

4. General Aid Apportionments, 1979-80 to 1983-84-Has the Level of 
General Support Been Adequate? 

General purpose aid is allocated to school districts in California through 
a revenue limit system. Revenue limits were established by SB 90 (Ch 
1406/72) to control the rate of growth in school revenues. Each district's 
revenue ~mit was based ~:m actual revenues in 1972-73. U~der this system 
of financmg K-12 education, the amount of state general rod funds allocat
ed to individual school districts is equal to the districts' revenue limit less 
an amount equal to the district's local property tax revenues. Funds pro" 
vided under the revenue limit are intended to cover each district's gen
eral operating expenses. 

Trends in General Aid Apportionments. Table 6 displays general aid 
apportionments to school districts {or each of the five years from 1979-80 
to 1983-84. ("General aid funds" includes only local property tax levies 
and state aid provided through the revenue limit mechanism. Funding for 
categorical education programs is not included in this category of sup
port.) 

The table shows that general aid apportionments are expected to in
crease from. $6,984 million in 1979-80 to $8,116 million in 1983-84, an 
increase of $1,132 million, or 16 percent. During this period, local revenue 
is expected to increase 51 percent, while state funding is expected to 
increase 5.1percent. 
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Table 6 
General Aid Apportionments 

1979-80 to 1983-84 
(in millions) 

Actual Actual Actual Estimated 
1979-80 1980-81 1981-82 1982-83 

Local .......................... $1,694.0 $1,884.6 $2,533.4 $2,375.3 
State .......................... 5,290.2 5,365.7 5,413.6 5,430.6 

Totals .................. $6,984.2 $7,250.3 $7,947.0 $7,805.9 
ADAb ........................ 4,054,720 4,043,035 ·4,044,831 4,046,800 
Revenues per ADA 

Current dollars .... $1,722 $1,793 $1,965 $1,929 
Constant dollars • $1,722 $1,651 $1,679 $1,551 

• As adjusted by the GNP deflator for state/local government. 
b Excludes adult ADA. 

Item 6100 

Four Year 
Proposed ChanlIe 
1983-84 Amount Percent 
$2,554.9 $860.9 50.8% 
5,561.2 271:0 5.1 

$8,116.1 $1,131.9 16.2% 
4,066,800 12,080 0.3% 

$1,996 $274 15.9% 
$1,504 -$218 . -12.6% 

Average Daily Attendance (ADA) ,excluding Adult ADA, in the budget 
year is projected to be 4,066,800, 0.3 percent above the 1979--80 level. As 
the table shows, the greatest change is expected in 198~4, when ADA 
is projected to grow by 20,000. 

When allowances are made for changes in ADA, the level of general aid 
apportionments proposed for 19~ is still higher than it was in 1979.:.80. 

If the actual and proposed apportionment levels are further adjusted to 
reflect the declines in purchasing power brought about by inflation, the 
apparent increase in general aid apportionments becomes a reduction. As 
Table 6 shows, per pupil funding adjusted for inflation is projected to be 
$218 lower in 19~ than it was in 1979-80, a decline of 13 percent. In 
fact, "real" general aid apportionments per ADA show a decline from the 
prior year in three of the four years covered by the table. 

School Finance Litigation-Serrano v. Priest and Serrano v. Riles case 
still active. In 1976, the State Supreme Court ruled in the Serrano v. Priest 
case that California's system of school finance was unconstitutional. Specif
ically, the court ruled that certain California school children were being 
denied equal protection under the State Constitution because educational 
expenditures per pupil varied widely from district to district due to differ
ences in the property wealth among districts. The court upheld a lower 
court ruling that wealth-related disparities hadto be reduced to "consider
ably less than $100 per pupil" by 1980. 

In response to the court's ruling, the Legislature adopted AB ~5 (Ch 
894/77). This measure established a new school finance mechanism de
signed to equalize state aid and local property tax revenues. The Serrano 
provisions were to become effective on July 1, 1978; however, in June of 
that year, voters approved Proposition 13. AB 65 was rendered moot with 
the adoption of the property tax initiative. 

As a result of Proposition 13's passage, school districts experienced a 
significant decline in the amount of local property tax revenues they 
received beginning in 1978-79. This was because Proposition 13 limited 
property tax rates statewide to 1 percent of fair market value (exluding 
amounts for servicing voter-approved debt). 

To provide some financial assistance to local governments in light of this 
loss of revenues, the Legislature adopted SB 154 (Ch 292/78). This meas
ure was considered a short-term "bail out" bill. It provided to school 
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districts, on average, 90 percent of the revenue limit they would have 
been entitled to under AB 65. In July 1979, AB 8 (Ch 287/79) was adopted 
as a long-term school finance measure. The act established the current 
system of school finance which provides for the equalization of education 
revenues to meet the Serrano directive. 

The phlintiffs in the Serranocase have once again challenged the consti
tutionally of the state's school finance mechanism, and the court has 
agreed to consider their challenge. Opening statements in the Serrano v. 
Riles case were heard on December 6, 1982, by the Superior Court in Los 
Angeles. The issue before the court is whether the state's current system 
of financing K-12 education is in substantial compliance with the 1976 
ruling. . 

In 1976, the court found that four features of the state's school finance 
system were unconstitutional: 

• The basic aid payments of $125 per pupil to high wealth school dis
tricts. 

• The right of voters of each district to approve tax overrides and raise 
additional revenues. 

• The fact that identical tax rates in different school districts yield 
different levels of revenues for schools because of wealth~related fac
tors; 

• Wealth-related disparities between school districts in per pupil ex
penditures. 

Two of the four issues addressed by the court in 1976 are now moot, due 
to the limitation on property tax rates imposed by Proposition 13. 

In response to the plaintiffs challenge, the state maintains that the issue 
before the court is: Have wealth-related expenditure differences been 
reduced to insignificant levels? 

A final decision by the lower court is expected in the late SPring of 1983. 

5. Increasing K-12 Revenues""';'What Is the Impact on the State's 
General Fund? 

The· Governor's Budget proposes that the General Fund contribute 
$8,086 million to support the state's K-12 education system in 1983-84. A 
10 percent increase in General Fund support above the Governor's 
Budget would require an additional $809 million in state tax revenues or 
a redirection of a like amount from other programs supported by the 
General Fund. This. increase would provide an additional $192 per pupil 
to school districts statewide. 

In 1979--80, support for K-12 education totaled $2,61l per pupil. In the 
budget year, total funding per pupil is proposed at $3;204. Overthis peri
od, however, the state has experienced significant inflation, and it would 
cost an additional $151 per pupil in 1983-84 to maintain the purchasing 
power of 1979-80. If we multiply this added cost by the projected ADA for 
198~ (4,224,000), we find that the total cost of maintaining the purchas
ing power of 1979-80 would be $639 million. This amount would be in 
addition to the $544 million already provided in 1983-84 budget for a 
cost-of-living adjustment (COLA). 

These examIJles are provided to illustrate the fact that increasing K-12 
revenues to all districts in the state requires a substantial increase in 
General Fund costs. Even a modest increase of $10 per student would cost 
the General Fund $42.2 million. Because K-12 education is allocated 37 
percent of General Fund expenditures in the budget, the Legislature may 
wish to consider alternative revenue sources to provide more funds for 
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education rather than to provide a nominal percentage increase in school 
support at significant General Fund costs. 

6. Potential Sources of Additional Revenue for K-12 Education-What 
Alternative Revenues Can Be Provided to School Districts? 

School districts currently receive funds to cover their general operating 
expenses from three primary sources: (1) the state General Fund; (2) local 
property taXes, and (3) federal grants. For the most part, the district has 
no control over the amount it receives from these three sources. This is 
because the amount of funding provided through the revenue limit fund
ing mechanism is determined by the state through a mathematical for
mula designed to equalize funding on a per-pupil basis statewide. 

Districts may receive additional revenue from the sale of property, 
equipment and bonds, cafeteria and other fees, and interest earned on 
invested cash. Some of these revenue sources are under the direct control 
of the school district, while others are controlled at the state or federal 
level. 

Even so, there is relatively little opportunity for a district to increase the 
amount of revenues it can spend in any meaningful way. Because of the 
tax rate limitations imposed by Proposition 13, no district can increase 
revenue from the local property tax in order to provide more funds for its 
schools. In any event, such an increase would not result in an increase in 
education revenues available to the district because the amount of state 
funds provided through the revenue limit would be reduced by a corre
sponding amount. Furthermore, under current state law, school districts 
are not authorized to impose any other taxes to supplement their reve
nues. 
. Given their inability to raise funds locall}', even when consensus exists 
at the local level that additional funds should be made available for educa
tion, districts have no choice except to turn to the Legislature in order to 
secure additional funds. These requests for additional funds usually seek 
larger cost-of-living adjustments (COLA) to all districts' revenue limits as 
a way of providing more funds for education. Such an approach, however, 
fails to differentiate among districts with respect to their relative needs. 

One possible source of funds to finance additional expenditures by local 
districts is the state's General Fund. Given the condition of the General 
Fund at the present time, however, the chances of providing significant 
additional funding from this source are small in the absence of a tax 
increase. For this reason, the Legislature may wish to consider alternative 
sources ·of revenue for augmenting local education expenditures. 

In the discussion that follows, we identify four general areas in which 
additional revenues for K-12 education could be found. In evaluating each 
of the possible sources of funds, we believe the Legislature should consider 
the following: . 

• Will the source provide a sufficient amount of revenues to make a 
difference at the local level? A funding source capable of producing 
only modest amounts of additional revenue would not provide mean
ingful discretion at the local level, and might not make any noticable 
difference in terms of performance. Furthermore, a source· that is not 
available to all·districts could run afoul of the Serrano requirements. 

• Is the method of collecting the additional revenue easiJy adminis
tered? If, for example, imposition of a new tax or fee required the 
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creation of a new bureaucracy, or a significant expansion of an existing 
bureaucracy, the additional revenue generated might not be com
mensurate with the costs incurred. 

• Will the method of collection create unintended or undesirable side 
effel!ts? Tax policies or fee programs that can be easily circ~vent
ed may result in inefficient allocation of resources, or merely shift 
problems from one jurisidiction to the next. 

• Will the revenue source yield different amounts for the same level of 
effort; due to wealth-related factors? The state Supreme Court ruled 
in Serrano that the state's school finance system was unconstitutional 
because it linked school district revenues to district wealth. This rul
ing, however, does not prevent the state from adopting an allocation 
system that equalizes a district's ability to raise tax revenues, even if 
the value of the revenue base across districts is different. 

These considerations should be kept in mind in evaluating each of the 
four potential revenue sources described below. 

a. Reallocate Existing Resources From Other Local Entities to Schools. 
One option available to the Legislature is to reallocate a larger share of 
local property tax collections from cities, counties, and special districts to 
school districts. These funds, of course, would have to be provided outside 
of the revenue limit if the amount of money available to districts is to 
increase. The inevitable result of this option is that other local programs 
now supported from the property tax would have to be reduced. 

b. Educational Foundations. Many school districts have established 
educational foundations to raise additional revenues for their schools. How 
these additional dollars are spent is determined by local officiais or by the 
foundation's governing board. Many of the foundations provide money to 
school districts without any strings attached, while others limit the use of 
funds such as by stipulating that no funds may be spent to increase em
ployees' salaries. In some districts, the foundation provides funds directly 
to classroom teachers. 

Currently, there is no state policy on educational foundations. 
c. Fees. The collectiori of fees for particular services is another source 

of revenue forK-12 education. Some districts have established fee 
schedules for extra curricula activities such as band and sports. Others 
have levied a fee for transportation services. The revenue from these fees 
flow directly to the district, and are not offset by reductions in state aid 
under the revenue limit. 

There is, however, some question about the legal authority of school 
districts to levy fees. On November 4,1982, the Second District Court of 
Appeal in Los Angeles ruled that the Santa Barbara High School District 
could not levy an extracurricular activity fee on its students. This decision 
has prompted some districts to rescind similar activity fees. The Legisla
ture could authorize districts to levy fees for specified activities and serv
ices, thus clarifying the districts' authority to avail themselves of this 
potential revenue source. 

d. Local Taxing Authority. Another source of revenue for K-12 educa
tion could be provided if the Legislature authorized school districts to levy 
and collect a tax for the general purposes of the district. This would allow 
districts in need of supplemental funds to secure these funds from those 
persons that stand to benefit from higher expenditures most directly-the 
local taxpayers-rather than from the state. Thus, in addition to reducing 
demands on the General Fund, local taxing authority would allow a great
er match between a district's desires for educational revenues and tax 
effort. 
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The Legislative Counsel has opined that a school district's governing 
board may levy and collect a tax, other than an ad valorem property tax, 
for the general purposes of a district only if authorized to do so by the 
Legislature. Counsel cautions, however, that the form such a tax could 
take might be limited by the principles set forth in the court's Serrrano 
v. Priest decision. This decision held that wealth-related expenditure 
variations among. districts is unconstitutional. In making this rUling, the 
court adopted assessed valuation per average· daily attendance as the 
measure of wealth. Counsel is uncertain whether a court would approve 
a local tax imposed on something other than real property on the basis that 
it was not wealth-related. 

7. Alternative School Finance Allocation Systems-How Should Revenues Be 
Allocated to School Districts? 

In the previous section we discussed some of the revenue sources other 
than the state's General Fund that could be tapped to provide additional 
funds to school districts. In this section, we identify some alternative 
mechanisms for distributing revenues to school districts that the Legisl~
ture might wish to consider. These systems could be '!lsed either in place 
of or along with the current revenue limit system for distributing funds. 
Which allocation system is best depends on the goals that the Legislature 
wishes to achieve. 

The primary purpose of any school finance allocation system is to allo
cate revenues to school districts. Beyond this purpose, however, the Legis
lature might wish to achieve other objectives, such as the following: 

• Compensate for Differences in the Wealth of the Distri()ts. School 
finarice_ sy_stems designed to minimize expenditure differences attributa
ble to differences in district wealth c3.ll be divided into two categories: 
those that equalize a district's ability to generate educational revenues 
and those that equalize actual educational revenues. The systems in the 
first category accommodate different preferences for education by pro
viding different funding levels, depending upon the willingness of the 
local residents· to tax themselves. Systems in the second category insure 
that each district receives an equal anl,ount of funding, regardless of local 
preferences. 

• Compensate for Differences in District Costs. This policy objective 
recogpizes that 9iff'erent types of districts incur different levels of costs in 
providing educational services. For example, a school district located in a 
sp~sely populated rural area may incur significantly higher transporta
tion costs than a district located in an urban area. Similarly, a high school 
district offering a full complement oflaboratory science courses may incur 
significantly higher costs than an elementary district; A school finance 
system responsive to this policy objective would provide relatively more 
money to those types of districts that, for reasons beyond their control, 
incur higher costs, while providing relatively less money to those types of 
districts whose. circumstances allow them to operate at a lower cost. 

• Provide for Students With Unique Needs. A school finance system 
which seeks to achieve this objective would provide additional funds to 
school districts having students with special needs, on the basis that these 
students require services above and beyond general education in order for 
them to realize their full educational potential. The additional funds could 
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be provided either as part of the district's general revenues or separately 
as a categorical grant. In either case, however, provision of the additional 
funds would depend on proper identification of those students with 
unique needs. Consequently, some form of eligibility criteria, either state
wide or local, would be required if this policy objective were to be served . 

• Encourage Particular Educational Outcomes. Though seldom 
viewed as a means of encouraging desirable educational outcomes; school 
finance systems can be designed in such a way as to reward districts for 
exemplary performance in teaching students particular subjects. Districts 
whose students, say, perform better than the statewide average on stap.d
ardized tests, or show substantial improvement in terms of their test scores 
over time, could receive a supplemental award. This reward would act as 
an incentive for other districts to improve their programs. 

School finance systems generally incorporate features designed to 
achieve many of these educational policy objectives. This usually results 
in a very complex school finance system. In the following section, we 
discuss California's current school finance system, and the ways in which 
it seeks to achieve the goals identified above. 

a. California s Allocation System. General purpose aid is allocated to 
school districts through a revenue limit system. This system provides to 
each district a combination of state General Fund money and local proper
ty tax revenues. These funds are intended to cover the general operating 
expenses of the district. 

The primary objective of this system is to allocate funds to school dis
tricts in such a way as to comply with the Supreme Court's directive in 
the Serrano case: that expenditure differences stemming from district 
wealth be reduced. The system provides for differential cost-of-living ad
justments (COLA) to each district's per pupil revenue limit, depending 
upon the relative level of the district's revenue limit in the previous year. 
Districts whose revenue limits are above the statewide average receive a 
smaller COLA than those below.the statewide average. Over time, all 
school districts are brought closer to the statewide ave~age. 

The revenue limit system, however, also recognizes differences in the 
costs incurred by different types of districts. Because a high school district 
is more costly to operate than an elementary district serving the same 
number of students, the state's revenue limit system provides additional 
funds to the former. Similarlr' small school districts are usually more costly 
to operate than large schoo districts, because they are unable to exploit 
fully the economies of scale. Again, the state's revenue limits reflect this 
difference. 

California's school finance system also provides for students with unique 
needs. Additional funds for these students are distributed not through the 
revenue limit, but rather through categorical programs. For example, 
handicapped students receive services through the Master Plan for Spe
cial Education. This program has a separate funding system that is based 
upon historical expenditure rates and current services level. Students who 
require additional language instruction receive services through the 
state's bilingual program Which obtains some of its funding through the 
Economic Impact Aid program. .. 

While California does not have a direct fiscal mechanism designed to 
encourage particular educational outcomes, there are programs which are 
designed to improve skills in certain subject areas. For example, the state 
provides funds for reading specialists under the Miller-Unruh reading 
program, and· funds are provided to develop the vocational skills of stu~ 
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dents through Regional Occupational Programs and Centers. 
b. Options for New Allocation Systems. We have identified four alter

native systems that could be used, either instead of or in addition to the 
current system, to allocate funds for K-12 education. These alternatives 
are: 

• program funding, 
• pupil weighting, 
• vouchers, and 
• district power equalizing 
Program Funding. Under this alternative, a model school expenditure 

program would be used to allocate education revenues. The system would 
allocate funds based on the costs of individual program components, such 
as instruction, administration, maintenance, and materials. For example, 
the funding mechanism for instruction would be tied to a model approved 
by the Legislature that specifies (1) the length of school day and the school 
year, (2) the school curriculum, (3) the average class size, and (4) teacher 
salary. Factors such as differences in teacher seniority amcmg districts and 
the needs of some districts for reduced class size to serve pupils with 
special needs could then be used to adjust the model in order to determine 
individual district allocations. If this type of model were used, some cate
gorical aid funding could be consolidated into a single allocation to individ
ual districts, since adjustments in the curriculum or class size components 
would compensate for the relative needs of each district. 

The main advantage of a program funding model is that the Legislature 
could specify how increased funding should be allocated. The main disad
vantages would be the complexity of the system and the potential loss of 
flexibility by school district officials and employee representatives in the 
collective bargaining process. 

Pupil Weighting. A pupil weighting system recognizes differences in 
the costs of providing services to pupils with differing needs. In general, 
the "average" pupil would have a weight of 1.0, and the amount of reve
nues provided for the education of this pupil would be equal to this factor 
multiplied by the base funding level. Weights would then be added to the 
1.0 factor, to reflect the added cost of providing services to different types 
of students in different settings. For example, the 1.0 factor might corre
spond to a regular education student in an elementary district. The differ
ential fora high school student might equal .25, thus bringing the high 
school factor to 1.25. The cost of providing special education to a student 
might warrant a sp~cial education factor of 2.0. Under this system, the 
district would be required to identify all' students that qualify for the 
additional weights, and would receive state aid based on the total weight
ed pupil count and the average base funding level. 

The main advantage of a pupil weighting system is that the Legislature 
could consolidate all categorical aid programs into a single allocation. The 
main disadvantages are that (1) it would establish incentives for districts 
to misclassify students in order to obtain greater state aid, and (2) it would 
be difficult to audit the use of funds to ensure that any additional funds 
provided on account of additional weights were actually spent on in
creased services to the target pupils. 

Vouchers. A voucher program would allow the child and parent to 
choose among various educational offerings, and use the voucher as pay
ment forthe child's educational services. This program could be imple-
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mented on a statewide basis covering both public and private schools, ot 
it could be restricted to public schools alone. The choice could be restrict
ed even further to allow for a choice only among specified classes, such 
as music, art, and drama. This system could be designed to meet the 
special needs of each student by providing vouchers having different 
values. For example, handicapped students could receive voucliers having 
a higher value than those provided to nonhandicapped students, in recog
nition of the higher cost of providing special education services. In addi
tion, vouchers could be used to encourage students to take additional 
classes in particular subject areas. Thus, this system could accommodate 
consumer preferences while providing incentives. A school system; 
however, might have planning problems if a significant part of its revenue 
were depenaent upon choices made under a voucher system. In some 
years, a district would have to dismiss staff to reflect decreased interest in 
certain subjects, and at the same time hire new staff to provide for new 
interests. 

District Power Equalizing. A District Power Equalizing (DPE) pro
gram would equalize the ability of each school district to raise educational 
revenues, but would not equalize the actual amount of revenues received. 
Under a DPE system, the state would guarantee each district ~predeter
mined amount of revenues per pupil for a given tax rate, regardless of the 
tax base of the district. (In most states using a DPE program, the tax is 
levied on real property, but the system would work for any object of 
taxation.) The districts, however, would not be required to levy the same 
tax rate. Those with a higher preference for education would be permitted 
to levy a higher tax rate and raise more revenues, while others would be 
able to spend less on education and tax themselves at a lower rate. 

Because the state would guarantee that equal tax rates would yield 
equal revenues, those districts whose tax base is inadequate to raise the 
revenues specified by the guarantee would receive additional funds from 
the state. Conversely, districts whose tax base was able to provide funds 
in excess of the guarantee would lose the excess revenues to the state. In 
most states using DPE, recafture of excess funds is not required. 

The primary advantage 0 this system is that it allows school district 
residents to affect the level of educational revenues available to the dis
trict. On the other hand, this system would not accommodate preferences 
of the Legislature as to how these funds should be expended. 

If additional revenues are provided for K-12 education or the Legisla
ture decides to modify the current allocation system, these four alterna
tive school finance allocation systems could be used to allocate the new 
revenues or reallocate existing funds. 

8. School Facilities Funding-Should Alternative Funding Sources be Provided 
for K-12 School Construction? 

a. Background Prior to the passage of Proposition 13 on the June 1978 
ballot, local school districts financed the construction of elementarY' and 
secondary school facilities by either issuing school construction bonds, or 
by obtaining a loan from the state under the State School Building Aid 
program. In either case, district voters had to approve the borrowing 
beforehand. 

Funds borrowed from the state or private sources were to be repaid 
from property tax revenues. Generally, this meant that the district bor
rower had to levy an additional property tax, in order to provide adequate 
security for the bonds or loans. Proposition 13, however, eliminated the 
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ability of local school· districts to levy additional special property tax rates 
of the type previously used to payoff indebtedness. Consequently, school 
districts can no longer issue construction bonds or participate in the State 
School Building Aid program. 

Because of this, the Legislature revised the State School Building Lease
Purchase Act so that districts could continue to receive state aid in financ
ing needed school facilities. Under the act, the state no longer provides 
loans to school districts; instead, it provides what are "quasi-grants". ~pe
cifically, the stat~ funds the construction ?f~ew school facilities and rents 
them for a nommal fee to local school districts under a long-term lease
purchase agreement that calls for title to the facility to be transferred to 
the district no later than 40 years after the rental agreement is executed. 
In most,cases, the rent paid to the state consists of one dollar a year, plus 
any interest earned on state funds deposited in the county school lease
purchase fund on behalf of the district. Because this amount is usually 
nominal in comparison to the amount of state aid provided, the state 
essentially is providing a grant for school construction, rather than a loan, 
to school districts. 

The School Building Lease-Purchase program currently provides most 
of the financing for school construction in the state. Some districts, howev
er, are using various alternative financing techniques, discussed later, to 
provide part of the funding for some school facilities. 

b. Five-Year Funding. Under the old State School Building Aid pro
gram, the state sold more than $2.35 billion of general obligation bonds 
over a 26 year period to fund school construction through loans made to 
local school districts. 

The State School Building Lease-Purchase program began funding 
school. construction projects during· 1980-81, utilizing tidelands oil and 
General Fund revenues. In November 1982, the voters acted to supple
ment this program by approving the sale Of $500 million in state bonds to 
finance school constrUction (Proposition 1). 

Chart 3 shows the past and projected dollar amount of state allocations 
to school districts for school construction. The chart shows that from 1979-
80 through .1983--84, approximately $228.0 million authorized by current 
statute will be allocated to school districts, with an additional $325.0 mil
lion of the $500 million in Proposition 1 bond funds to be used for this 
purl'oseinthe current and budget years. (The remaining $175 million in 
bond funds will be available in 1984-85.) thus, by the end of 1983--84, 
allocations from this program since its inception will total approximately 
$553.0 million. . 

c. The Need for School CiJnstTllction. At the present time, there is no 
reliable estimate of the state's long-term need for school construction 
which the Legislature can use as a basis for establishing legislative priori
ties. This is particularly true with respect to the need to renovate existing 
school facilities and theba,cklog of deferred maintenance. 

Whatis available are statistics on requests from school districts for state 
aid to build new school facilities. As of November 1982,286 school con
struction funding applications were on file with the Office of Local Assist
ance (OLA), seeking $380.8 million. Of the projects covered by these 
applications, 109 ($132.3 million) were for projects that were ready to 
begin construction. The remaining projects were. still in the planning 
stage. . 
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Chart 3 

State School Building Aid 
Allocations to Schooi Districts (in millions) 
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a Bas€:d on state Allocation Board estimate. Fiscal Year 
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b19BO-81, 1981-82 and 1982-83 allocatIons to school districts are based on the State Controller's records. The $125:0 and the 
$200.0 mllion in 1982-83 and 1983-84 respectively, represent additional funds which could be made available for school con
struction under the provisions of Proposition 1 Therefore. total allocations for school construction in 1982-83 could be $237.5 million. 

For the current and budget years combined, the Department of Gen
eral Services' Office of Local Assistance (OLA) estimates the aggregate 
need for new school construction to be approximately $1.0 billion. While 
our review indicates that this estimate is reasonable, the estimate also 
assumes that all of the forecasted construction need will be subniitted to 
the State Allocation Board for funding in either the current or budget 
year; This forecast, however, is an estimate of the aggregate need for 
school construction at one point in time, and therefore, some of these 
projects may not be submitted for state aid until sometime after 19~, 
and would therefore be funded from future resources appropriated for 
this purpose. . 

Table 7 shows that approximately $437.5 million is expected to be avail
able for meeting the OLA's estimate of needs, leaving approximately 
$564.7 million to be financed. If the proceeds from all ofthe remaining 
bond sales authorized by Propostion 1 ($175.0 million) are used to fund 
these projects, tho e unfinanced balance of the need identified by OLA 
would be $389.8 million. 

d. Proposition 1 Issues-Should Proposition 1 Bond Revenues be Sub
ject to the Same Requirements as Tidelands Oil Revenues? As men
tioned earlier, the voters at the November 1982 election approved 
Proposition l~ which authorizes the sale of $500 million of general obliga
tion bonds for the purpose of financing K-12 school construction. The 
proposition specifies that no more than $150.0 million of these funds can 
be used for the rehabilitation of existing school facilities. Consequently; 
between $350 million to $500 million will be available for new school 
construction. 
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Table 7 

Projected Need For and Funding of New School Construction 
(in thousands) 

1982-83 1!J83....84 Tofllls 
1. New School Construction needed, as estimated by 

OLA ..................................................................................... . 
2. Projected funding available for school construction 

A. Governor's Budget .................................................... .. 
B. Proposition 1 ................................................................ .. 

Total Funding ................................................................ .. 
3; Balance for which funding is not available in current 

and budget years ................ , .............................................. . 
Unused borrowing authority available under Proposi-

tion 1 .......................... ; ...................................................... . 
4. Remaining Unfunded Balance ................. ; .................... .. 

$485,287 

112,496 
124,985 

$237,481 

$247,806 

$516,930 

199,985 
$199,985 

$316,945 

$1,002,217 

112,496 
324,970 

$437,466 

$564,751 

$175,000 
$389,751 

Our analysis indicates that the approval of Proposition 1 by the voters 
has raised several important issues which need to be resolved by the 
Legislature. These issues are as follows: (1) will districts be required to 
contribute an amount equal to 10 percent of a project's cost, (2) what 
funding source will be used for servicing the school construction bonds, 
and (3) will districts be required to sell surplus school sites prior to receiv
ing state aid. 

The 10 Percent Match. Under the current Lease-Purchase law, school 
districts are required to contribute either 10 percent of a project's costs 
in the first year, or 1 percent of its cost per year for 10 years. The law which 
established this requirement, however, was applicable oruy to those 
projects financed from tidelands oil revenues, and will not be applicable 
to projects financed using Proposition 1 bond funds. We find no analytical 
basis for exempting certain projects from the 10 percent local district 
match requirement solely because they are being funded from the pro
ceeds of bond sales, rather than from tidelands oil revenues. In our analysis 
of K--'12 school construction, we recommend that legislation be enacted 
requiring a local contribution toward all projects financed with Proposi
tion 1 funds. 

Debt Service. The second issue raised by Proposition 1 relates to the 
source of funds for paying off the bonds issued under the measure. 

The proposition specifies that funding to service these bonds.shall come 
from the State School Building Lease-Purchase Fund (SSBLPF). Original
ly, the bill placing the measure before the electorate was double-jointed 
with AB 3005, which provided an additional allocation of tidelands oil 
revenues to the SSBLPF to cover the cost of servicing the bonds. AB 3005, 
however, failed passage. Moreover, the Governor's Budget provides no 
funds (other than the proceeds from bond sales) to the SSBLPF, leaving 
the fund without the resources needed to pay the interest and I>art of the 
principle on the $125.0 million in Proposition 1 bonds to be sold auring the 
current year. Consequently, the Legislature will have to appropriate addi
tional money to the SSBLPF or use State School Deferred Maintenance· 
furids to fund the debt service on the bonds in 1983-84. 

e. Alternative Funding Options for School Facilities-Should State Law 
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be Amended to Provide Certain Additional Alternatives for the FuncJing. 
of School Construction? There are a number of options for· increasing 
the amount of funds available for school construction in 1983-84. 

For example, local school districts could, under existing law: 
• Sell, lease, or exchange existing surplus school sites: 
• Establish nonprofit corporations to sell school construction bonds 

(commonly referred to as the Poway Plan). 
• Impose special taxes such as those authorized by Article XIIIA of the 

Constitution. 
• Use private financing for new school facilities. 
Additional options could be made available to local school districts 

through statutory or constitutional changes. For example, the Legislature 
could: 

• Ask the voters to approve an amendment to the Constitution author
izing a special prop.erty tax for the purpose of funding d. ebt service 
payments· on bonds issued to finance school construction. . 

• Authorize the use of tax increment financing by school districts. 
• Authorize increased use of developer impaction fees to raise needed 

funds. 
• Authorize increased utilization of existing school facilities. 
In the following sections, we describe the various options for increasing 

the amount available for school construction, beginning with those options 
having greatest potential to generate additional funding. Following this 
discussion we identify alternatives for making the amount available for 
school construction go farther by reducing the cost of individual projects 
so that a larger number of districts can receive funding. 

Property Taxes. The·first option for raising additional revenues to sup
port school construction would require that the electorate approve an 
amendment to the state constitution authorizing special property tax as
sessments to generate the money needed to service school construction 
bonds .. As stated,~arlier, Proposition 13 effectively eliminated the ability 
of local school diiitricts to issue bonds or borrow from the state under the 
State School Building Aid program. By amending Article XIIIAof the 
State Constitution, this ability could be restored. 

This option has several advantages. First, it would provide local school 
districts with an opportunity to raise substantial amounts of new construc
tion money withiri a short period of time. This would allow them to finance 
a substantial portion of their unfunded school construction needs. Second, 
it provides districts with much more flexibility, by allowing them either 
to construct new facilities or to rehabilitate existing facilities, depending 
on the costs and benefits of each alternative. Third, it would reduce ad- I ! 

ministrative costs by eliminating the paperwork associated with the filing 
of applications Jor state School Building Aid funds. Fourth, it would avoid 
having some communities subsidize others by providing for the benefici-
aries of school construction projects to pay the cost of these projects them~ 
selves. In contrast, under the current funding mechanism, every 
Californian pays the cost for school facilities which benefit only the resi-
dents of the local school districts receiving state school construction aid. 
Fifth, this option would free tidelands oil funds. for other uses. Sixth, it 
would make local school districts more accountable to those they serve, 
since voter approval is necessary before bonds can be sold .. 

The one potential drawback to this option is that the courts might strike 
it down as a violation of the Serrano v. Priest decision. Specifically, the 
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courts might hold that the new property taxes raised are subject to equali
zation among school districts. This would tend to reduce or eliminate some 
of the advantages identified above. 

Our analysis of this option indicates that it offers far more advantages 
to the public and state government than disadvantages. For this reason, 
in our analysis of K-12 school construction we recommend that the Legis
lature enact legislation placing such a constitutional amendment on the 
next statewide ballot. 

Tax Increment Financing. A second option for increasing school con
struction funds is to authorize school districts to use tax increment financ
ing to service school construction bonds. 

Tax increment ~:ilancing has been used by cities and counties for IIlore 
than 30 years to rehabilitate physically deteriorated neighborhoods and to 
revitalize city centers. Generally, land is assembled through eminent do
main to provide the infrastructure needed to support development such 
as streets, lights, and sewers. When these projects are begun, the property 
tax base is "frozen", and the incremental tax revenues resulting from 
increased property values and new construction are used to fund the 
interest and principle on the bonds which were initially issued to finance 
these projects. Pre-existing government entities, such as counties, cities, 
special districts, and school districts, continue to receive property tax 
revenues from property owners in the area where the assessed valuations 
have been "frozen", based on the level of assessed values at the time. when 
the construction projects were launched. 

Once all loans and bonds issued to provide the initial financing for the 
construction projects are repaid, all property tax revenues (including the 
increment) revert to the regular taxing entities, and the projects are 
effectively concluded. 

Under this option, school districts would be given the statutory author
ity to use tax increment financing for the purpose of constructing new 
school facilities; and the tax increment would be shared with the locally 
affected city or county to repay them for the cost of constructing necessary 
adjacent projects such as streets, sewers, and lighting . 

. Specifically, a local school board would be given the authority to use tax 
increment financing only where vacant land is being subdivided for the 
first time, and only in the specific attendance area whose children will 
benefit from the construction of the new school. Prior to the use of this 
financing technique, the school board would be required to have com
pleted: (1) the final plans and cost estimate for the school facility to be 
constructed and (2) an agreement with the ,affected city or county for the 
sharing of the tax increment so that infrastructure projects adjacent to the 
new construction-such as sewers and streets-can be financed. 

Mter the debt service for the specific school construction project has 
been fully funded, the authority to use tax increments financing would 
automatically terminate. To enforce these provisions, the Legislature may 
wish to require State Allocation Board approval of the initial construction 
plans and of any changes thereof; and! or the Legislature may want the 
State Allocation Board to oversee the local school board's use of the tax 
increment financing option. 

The principal advantage of this option is that it would enable certain 
school districts to raise substantial amounts of new construction money in 
a short period of time. The main disadvantage of this option is that it would 
result in increased initial costs to the state's General Fund. In effect, a 
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portion of the property tax revenues that school districts would have 
collected in the absence of the use of tax increment financmg (for exam
ple, the revenues attributable to the annual increase in assessed valuation) 
would be redirected from the district to the school construction project. 
Under current law, the state would have to replace these redirected funds, 
increasing costs to the General Fund. These costs, however, could be 
offset, in part or in whole~ by the costs avoided in not having to fund new 
school construction or rehabilitation. 

Once the project is complete and the use of tax-increment financing 
terminated, the larger property tax base which would result in the area
in part due to the construction of the new school-would result in savings 
to the state because the increased revenues accruing to the school district 
would offset an equal amount of state aid. To assure that these savings are 
realized, the Legislature would need to include in any new legislation 
provisions which require the termination of tax increment financing once 

, debt service for the specified school construction project has been com-
pleted. ' 

This option would be feasible only in those areas where vacant land is 
available for residential development, such as on the fringes of cities. This 
is because Proposition 13 placed limitations on the reassessment of real 
property, and sufficient tax revenues from the increment would be gener
ated only where vacant land is being developed. 

Developer Impact Fees. Another option for increasing school con
struction funds would be to make greater use of developer impaction fees. 
Some school districts now receive developer impaction fees pursuant to 
the provisions of either SB 201 of 1977 (Government Code Section 65974), 
a local ordinance, or the California Environmental Quality Act (CEQA). 

Under SB 201, a city or county may adopt an ordinance requiring deve
lopers to dedicate land or pay fees to mitigate the impact of th~ir liousing 
developments. The proceeds from these fees must be used to finance 
temporary elementary and secondary school facilities which are used until 
construction of permanent facilities is completed. These fees typically 
range from several hundred dollars to $3,000 per house . 
. Under CEQA, an environmental impact report (EIR) is required on 
any project that may have a significant effeCt on the environmeht~ If the 
EIR indicates that a particular development will cause a negative impact 
on service areas of a city or COtlIlty, the developer is obligated to remedy 
the impact by either mitigating or avoiding the adverse effects. In cases 
where a school district will be adversely affected, an unofficial agreement 
between the developer and the impacted school district to mitigate the 
effects usually is reached. This agreement typically calls for a fee to be 
levied on each parcel of property within the development and I or the 
dedication of land for classrooms and related facilities for elementary or 
secondary schools. Mitigation fees are paid directly to the school district, 
and can be used to fund either interim or permanent school facilities. 

The assessment of mitigation fees has been criticized by the puilding 
industry on the basis that they add to the cost of housing, and that the 
amounts of these fees have differed widely between school districts. On 
the other hand, imposition of these fees can be justified on the basis that 
the residents of the new housing development.are the ones responsible for 
the school overcrowding,and the ones who benefit from the construction 
of new facilities designed to eliminate crowding. 

The Legislature may wish to authorize greater use of developers' fees 
as a means of raising the revenue needed to finance school construction. 
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This could be accomplished through legislation which (1) allows the as
sessment of SB 201 fees for permanent as well as temporary facilities, (2) 
authorizes school districts to assess fees or take other appropriate meas
ures to mitigate the adverse effects of development as part of the Califor
nia Environmental Quality Act. In our analysis of K-12 school 
construction, we recommend that legislation be enacted to authorize ex-
panded· use of these fees. . 

Sales of Sites. One option for increasing school construction funds that 
is already available to local school districts is for a district in need of 
additional facilities to sell, lease, or exchange existing surplus school sites. 

A survey by the Office of Local Assistance in the spring of 1981 indicates 
that there are 682 unused school sites in the state, comprising at least 9,072 
acres. Some of this. acreage is (or soon will be) needed for school construc
tion purposes. Other sites may have negligible market value. Many of 
these sites, however, could be sold to yiela significant revenues. Further-

.. more, sites which may be needed for school construction in the future 
could be leased witil such time as they are needed. 

Existing law implicitly recognizes this source of financing for school 
construction. It I>rohibits state funding of school construction projects in 
cases where the district is holding surplus land the need for which cannot 
be established. Existing law also requires that non-use fees be charged in 
cases where a school site is not being used. Furthermore, in cases where 
the state has an interest in the surplus property, the district frequently is 
authorized to retain the proceeds from sale or lease of the state's interest 
when these funds will be used to finance new capital outlay or deferred 
maintenance projects in compliance with state standards. 

The provision of existing law that requires the sale of a surplus site 
applies only to those district projects which are funded from tidelands oil 
revenues. It does not appJyto projects funded from the proceeds of Propo
sition 1 bond sales. The Legislature may wish to extend this provision to 
projects funded from Proposition 1 and require districts (where possible) 
to consider the rezoning of property to maximize its sale/lease or ex
change value in order to maximize the effectiveness of this alternative 
financing option. Also, the Legislature may wish to require districts to sell 
or lease all unjustified surplus schools. In our analysis of K-12 school con
struction, we recommend that the I>rovisions of existing law regarding the 
sale of surplus school sites be appliea to projects financed from Proposition 
1 bond funds. . 

Increased Utilization of Construction Funds. An additional option for 
meeting the facility needs of more districts is to increase the utilization of 
the school construction funds that are already available, thereby allowing 
additional projects to be funded. One alternatiye for accomplishing this 
involves the determination of architectural fees. 

The fees paid architects for designing school facility projects are equal 
to a percentage of the projects' incremental cost. Because of the way 
architectural fees are determined, architects have.a strong incentive to 
design facilities which utilize the full amount of the construction budget 
allowed under State Allocation Board regulations. Although school dis
tricts are required to finance either 10 percent of a project's cost in the 
first year,or pay 1 percent of project costs each year over a 10-year period, 
our field observations suggest that this matching requirement does not 
provide sufficient incentive for districts to construct the most cost-effec
tive buildings. 
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One way to make existing state construction funds go farther, would be 
to provide additional incentives for reducing the cost of supported con
struction. This could be done by (1) placing the required district matching 
percentage of project cost on a sliding scale and (2) providing additional 
compensation to architects to the extent they design projects costing less 
than the amount allowed by the State Allocation Board. For example, the 
required district matching percentage of project cost could be based on 
a sliding scale such that the district match would range from 5 percent of 
the project's cost when it is 85 percent of the State Allocation Board 
construction cost allowance, to 15 percent when the cost reaches 100 
percent of the allowance. Presently, school districts must provide 10 per
cent in matching funds. This sliding match option essentially rewards 
districts for constructing more cost-effective buildings. 

As a second example, architects could be paid an additional 2 percent 
over their marginal percentage fee for the amount of cost savings their 
project designs achieve from the State School Building Aid cost allowance; 
with the additional fee being paid out of the state· snare of the resulting 
construction cost savings amount. By encouraging less-costly construction, 
these steps would allow the state to fund additional school construction 
projects. 

Because of the significant advantages to be gained from these options, 
we recommend in Ollr analysis of K-12 school construction that they be 
implemented. 

Other Plans. Other alternatives for increasing the amount· of money 
available for school construction include: 

• The Poway Plan-Under this plan, a nonprofit corporation is estab
lished to sell bonds and build school facilities. The corporation then 
leases the completed facility to the school district. The bonds are 
financed through owners' development liens or property assessments 
that are based on the size, rather than the value, of real property in 
the district. 

• Special Taxes-Article XIIIA of the Constitution allows local districts 
(with the approval of two-thirds of the voters), to impose special 
taxes, provided these taxes are not based on the value or transfer of 
real property. One school district in California has been authorized by 
the voters to impose a special tax for the purpose of financing interim 
school facilities. This authority could be extended statewide for school 
construction. 

• Private Financing of School Facilities-School districts can obtain 
financing for school construction by entering into either a sale-lease
back with purchase option agreement, or a lease with purchase option 
agreexnent with (1) private lending institutions; (2) limited partner
ships comprised of attendance area residents, or possibly (3) a non
profit leasing corporation established by the state. Under this option, 
title to the facility would be retained by the private investors until 
either the lease term is completed or the purchase option is exercised. 

In sununary, we believe the following options offer the greatest poten
tial for providing additional school construction funding: 

• Authorize special property tax assessments for the purpose of servic-
ing school construction bonds. 

• Use tax increment financing to raise additional revenues. 
• Increase the use of developer impaction fees. 
• Sell, lease, or exchange surplus school sites. 
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• Reduce the cost of school facility projects now funded by the state so 

that more projects can be funded. 
We believe that use of the Poway plan, special taxes, and private financ

ing for school facilities, while feasible, have less potential for raising signifi
cant amounts of new school construction funding. 

Although several of these options have been used by some school dis
tricts, they have not been utilized as widely as they could be. Discussions 
with district officials indicate that many of them are simply not aware of 
these options. This could be corrected if either the Department of Educa
tion or the Department of General Services prepared a handbook describ
ing these options and how they can be implemented. 

f. Alternative Eligibility Standards-Should State Allocation Board Eli
gibility Standards Require the Prior Investigation of Alternative Funding 
Options Before Projects are Eligible for State Aid? Another approach to 
addressing the facility needs of local school districts-one that does not 
require additional funds-is to make greater use of existing facilities. 

For· example, the need for new school facilities could be mitigated if 
school districts either instituted year-round school sessions, or, where fea
sible, entered into agreements with adjacent school districts to place 
pupils in underutilized schools of the adjacent district. 

Currently, there is no requirement for districts to seriously investigate 
these types of options before applying to the state for school construction 
aid. This tends to result in greater, and sometimes unnecessary, demands 
being placed on the State School Building Aid program by local district 
officials, and also reduces the amount of state funds available for essential 
projects. Consequently, the Legislature may wish to require that districts 
be required to show w4y none of the options for: (1) financing school 
facility construction locally or (2) expanding the use of existing district or 
neighboring district facilities, are feasible when applying for state aid. This 
would result in the maximum conservation and leveraging of existing 
State School Building Aid funds, the maximum utilization of existing 
school facilities, and contribute to increased cost-effectiveness in the way 
public funds are used. 

B. POLICY ISSUES AND OPTIONS 
In thi~ part of .the overview! we review Rolicy issues and options facing 

the LegIslature m 1983. SpeCIfically, we discuss: 
• categorical education aids and their place in the state's system of 

school finance; 
• the adequacy of the state's educational curriculum and means for 

inlprovi,ng it; 
• collective bargaining and the supply of teaching personnel; 
• violence and vandalism at the school site; and 
• the impact of state mandates on local districts and students. 

1. Categorical Aid Programs-How Can Categorical Aid Programs be Most 
Effective? 

One policy issue that the Legislature will be faced with during this 
session is: how can categorical aid programs be modified to (1) increase 
services to eligible students, (2) make eJg)enditures more effective, (3) 
increase district flexibility in allocating these revenues, and (4) ensure 
legislative goals are met? 
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Our discussion of this iss.ue is divided into four j>arts:(I) w.p.at levels of 
funding have been provided for state categorical aids since 1979-;80? (2) 
should categorical aid programs be consolidated? (3) shoUld school dis
tricts be given greater flexibility in administering categorical programs? 
and (4) shoUld the Legislature establish a performance bonus under cate
gorical aid programs? 

a. State-Funded Categorical Education Programs-How Funding Has 
Changed. Federal and state funds frequently are provided to local school 
districts under programs intended to achieve specific educational objec
tives or goals. Typically, these categorical programs are used to fund (1) 
the cost of specific activities, such as child nutrition or (2) the cost of 
specific academic services, such as resource specialists in special educa
tion. 

The 1983-84 Governor's Budget proposes $1.83 billion in state categori
cal aid to K-12 districts. This amount excludes (1) $807 million in federal 
categorical assistance, which is allocated through the State Department of 
Education and (2) federal funds which are allocated directly to school 
districts. 

Table 8 displays the funding history for state categorical local assistance 
during the 1979-;80 through 1983-84 period. The table indicates that cate
gorical assistance is expected to increase by approximately 30 percent 
during this period. The largest program expansions are inSpecial Educa
tion, Child Care, Staff Development, and State Mandates. Funding for 
these activities is proposed to increase by $278.5 million,$50~2 million, 
$10.6 million, and $11.0 million, respectively. Increases in the other cate
gorical programs primarily reflect inflation adjustments, rather than Rro
gram expansions. The only large reduction is in Child Nutrition, which is 
expected to decline by $11.7 rilillion during this five-year period. 

Table 8 
Five. Year Funding for State Categorical Education Programs-Local Assistance 

Court and Federal Mandates .............. .. 
School Improvement ............................. . 
Economic Impact Aid ........................... . 
Miller-Unruh .......................................... .. 
Native-American Education ................. . 
Demonstration Programs ..................... . 
American Indian Centers .................... .. 
Adult Education ..................................... . 
Special Education .................................. .. 
Curriculum Services ............................ .. 
Instruction Materials ............................ .. 
Staff Development ................................ .. 
Child Care 

(Includes Federal Funds) ... , .......... .. 
Child Nutrition ...................................... .. 
Urban Impact Aid ................................ .. 
State Mandates ................................. ; .... .. 
Gifted & Talented ................................ .. 
Driver Training ....................................... . 
PreschooL ................................................ .. 

Totals ................................................ .. 

Actual 
1979-tJ(J 

$141.9 
135.3 
142.6 
14.0 
0.3 
3.0 
0.6 

141.7 
449.1 

1.1 
38.4 

2.1 

176.5 
38.6 
62.1 
3.3 

13.7 
17.2 
25.8 --

$1,407.3 

(in millions) . 

Actual Actual Ertimated Budgeted 
IfJ8O...81 1!l81-/J2 1!J82..1J3 ·1!J8J..:84 

$150.9 $128.7 $128.7 $140.4 
152.4 162.7 162.7 162."r 
161.5 171.7 171.7 171."r 
15.3 16.2 16.2 16.~ 
0.3 0.3 0.3 0.3a 

3.2 3.6 3.6 3.sa 
0.7 0.8 0.8 O~ 

148.9 158.4 148.0 149.3 
639.5712.5 727.2 727.6 

L1 0.9 0.91.0" 
42.3 40.9 40.9 40.7" 

3.1 2.5 12.7 12.7" 

207.3 220.3 220.2 226.7 
33~ 25.4 26.1 26.9 
63.4 58.0 67.1 69.1 
43.4 23.7 27.4 14.3 b 

15.5 16.8 16.8 16.8 a 

18.3 17.3 17.8 17.8 
28.5 30.1 30.3 32.2 -- --

$1,729.4 $1,790.8 $1,819.4 $1,828.9 

" Proposed for inclusion in the State Educational Block Grant. 
b Funds included in item 9680-101-001 

5 J'TChange 
Amotint Percent 

-$1.5 -1.1% 
27.4 20.2 
29.1 20.4 
2.2 15.7. 

0.6 
0.2 
7.6 

278.5 
-0.1 

2.3 
10.6 

50.2 
-11.7 

7.0 
11.0 
3.1 
0:6 
6.4 --

$421.6 

20.0 
33.3 
5.4 

62.0 
-9.1 

6.0 
504.8 

28.4 
-30.3 

11.3 
333.3 
22.6 
3.5 

24.8 

30.8% 
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- b. Consolidating Categorical Aid Programs-Should Categorical Aid 
Programs Be Consolidated? In recent years, there has been much debate 
over how funds for K-12 education should be provided to local districts. 
Some of those involved in this debate favor the categorical approach. 
Others favor a block grant funding system. A third group, midway 
between the first two, favors consolidation of selected categorical pro
grams. Generally, this group advocates combining related categorical pro
grams into a single broader categorical program in -order to provide 
districts with more flexibility in the use of state aid. 

The Legislature has established a· process for considerng on a regular 
basis whether state-funded educational programs should be continued 
unchanged, consolidated with other programs, or eliminated. It did this by 
setting "sunset dates" for various programs in ARB (eh 282/79). Table 9 
lists the programs subject to this process and the sunset date for each. 

Table 9 
Sunset Dates for Categorical Education Programs 

Termination date ofJune 34 1983: 
Driver training 
Instructional television 
Environmental education 
Adult education 
Career guidance centers 
Transportation 

Termination date ofJune 34 1984: 
Miller·Unruh Basic Reading Act of 1965 
Demonstration programs in reading and mathematics 
School improvement program 
Professional development centers and staff development centers 
Economic impact aid 

Termination date of June 30, 1985: 
Urban impact aid 
Bilingual education 
Child care and preschool programs 
Instructional materials 

Termination date of June 34 1986: 
Indian education centers 
Indian early childhood education 
Gifted and talented education 

Termination date ofJune 34 1987: 
Special education for individuals with exceptional needs-
Existing law stipulates that the programs listed in Table _ will termi

nate on the sunset date if the Legislature does not enact legislation to 
continue the program. If the Legislature should decide not to extend a 
program beyond its sunset date (1) all relevant statutes and regulations 
governing the program become inoperative except for those related to 
parent advisory committees and school site counsels, (2) all funds avail
able tinder the program are required to be disbursed according to existing 
formulae, and (3) the SDE is required to apportion and monitor the funds. 

Unq,er the present system, most programatic decisions of local school 
boards are -subordinate to the Legislature because through categorical 

------.. _-- --'-----
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funding, the Legislature has directed (1) what type of pupils will be 
served through categorical programs, (2) the instructional methodologies 
to be used, (3) the level of resources to be allocated to the program 
statewide, and (4) the distribution of the resources among school districts. 

Under a full block grant, programs such as Economic Impact Aid (EIA) , 
would no longer be restricted to specific activities nor targeted to pupils 
needing compensatory and/ or bilingual education as the Legislature cur
rently directs. Instead, a block grant would simply allocate to school dis
tricts, for any use, the amount of funds previously appropriated through 
EIA. This approach provides the maximum amount of district flexibility 
but results in the Legislature having no ability to target the funds for 
statewide priorities. Rather the Legislature's priorities would be subordi
nate to the local districts' priorities. 

If the Legislature wants to provide greater program flexibility to school 
districts, however, sunset provisions could be used to effect a partial 
"block grant" approach without surrendering all legislative direction. Un
der such a system, state assistance would be targeted for pupils and/ or 
educational goals, but districts would be allowed to mix various funding 
sources and determine how each pupil would be served. Although this 
approach would lessen legislative and SDE oversight of the funds, there 
would still be a greater degree of state control than under a complete 
block grant. This alternative approach of not extending programs beyond 
their sunset dates would exempt school districts from restrictions on the 
types of activities which could be funded. Legislative direction that funds 
continue to serve specific pupils and that the funds be allocated to certain 
school districts would, however, remain in effect. 

c. Flexibility in School District Decision Making-$hould School Dis
tricts Be Given Greater Flexibility? Funding for many state and federal 
categorical education programs is allocated directly to individual schools. 
Short of the partial or full block grant approach previously discussed, the 
Legislature may want to consider granting school districts flexibility in 
implementing spe~ific portions of some categorical education programs. 
In order to grant this type of flexibility, the Legislature would need to 
adopt legislation changing individual portions of the law relating to each 
program. 

Inability to Transfer Categorical Funds Between Schools. Although a 
few programs targeted to specific categories of students allow funds to 
"follow the student" in the event he/ she changes schools, generally the 
ability of district administrators to shift school-based funds from one school 

. to another when the school's needs or pupil population change is limited. 
For this reason, district administrators frequently complain that the man
dated allocation of funds to specific school sites under programs such as 
the School Improvement Program (SIP) and Economic Impact Aid for 
State Compensatory Education (EIA-SCE) is inefficient. 

The issue of mandated allocation can best be seen in connection with 
the Economic Impact Aid program. Funding under the EIA-SCE compo
nent is targeted to specific schools, regardless of whether pupils enrolled 
at the beginning of the year transfer to other schools. This means that 
individual pupils in need of compensatory education may not be served 
if they enroll in a non-EIA-SCE school. This is notthecase, however, under 
the Economic Impact Aid for Limited English Proficient Pupils (EIA
LEP) component. These funds can be allocated to schools by districts, 
based on an approximation of the number of LEP pupils at each school. 

Problems with program funding rigidity are more acute under the Fed-
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eral ECIA Chapter I program. This program provides funds only to identi
fied Chapter I schools. Again, this means that certain pupils in need of 
compensatory education are excluded from compensatory education pro
grams because of the school they attend. Furthermore, our field inter
views indicate that these funding rigidities discourage school districts 
from rearranging school service area boundaries to achieve economies or 
improve educational services, because if a Chapter I pupil is transferred 
to a non-Chapter I school, the pupil will lose Chapter I services. 

Clearly, the Legislature is not able to change feaeral program restric
tions. On the other hand, the Legislature could restructure some of the 
state's categorical education programs so that districts are given greater 
flexibility. Specifically, disMcts could be given the flexibility either to (1) 
allocate funds to only some schools having the greatest need for each type 
of program to serve all pupils on a school-wide basis, or (2) allocate furias 
to an schools to serve oIily those pupils identified as warranting assistance 
under the program (as is done in EIA-LEP and federally-funded Migrant 
Education). Such an action could, however, significantly change the im
plementation and the goals for a program from the original legislative 
intent because in the first case some pupils not meeting current eligibility 
standards could be served and in the second case there could be a reduc
tion in funds for highly impacted schools but more students being served. 

Inability to Waive Prescriptive Program Requireoients. In creating 
new categorical education programs,the Legislature has sought to encour
age innovation and· experimentation by providing school districts With a 
procedure for obtaining a conditional waiver of portions of the Education 
Code. Chapter 1310, Statutes of 1982, for example, authorizes experimen
tal.bilingual education programs in up to 300·classrooms during 1982-83, 
and in up to 700 classrooms during 1983-84 and thereafter. Along with 
waiver provisions pertaining to specific programs, Ch. 1298/82 and Ch. 
100/81 authorize any school with a variety of programs to seek a waiver 
allowing it to coordinate these programs through the School-Based Pro
gram Coordination Act. 

Our analysis indicates that the authorization for districts to apply for 
waivers has done little to increase the districts' program flexibility. Al
though the Legislature authorized up to 300 eJq>erimental bilingual educa
tion classes during 1982-83, no experimental classes are being offered. 
Although 21 districts were interestea in offering an experimental bilingual 
education class, only one district's plan was approved. Even that district 
is not offering experimental classes because of a dispute with the SDE over 
evaluation techriiques. 

While a significant number of districts are seeking waivers through the 
School-Basea Program Coordination Act, our ,analysis indicates that in 
few, if any, cases has the waiver provided significant educational program 
flexibility capable of leading to innovation and experimentation, Of the 89 
School-Based Program. Coordia?on wai~ers approve.d by SDE for 1981-82, 
over 90 percent pertamed to either Dnver Education or the date of the 
Veteran's Day holiday. . 

Why have so few educational innovations been sought by districts? Our 
field interviews suggest that it may be because of the way in which the 
SDE has implemented the waiver procedures. Several district administra
tors have indicated to us that in the case of bilingual education (1) the 
SDE gave districts too little time-only 20 days-to submit a letter of 
intent setting forth its proposed plan, (2) the lO-phase application process 
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was sq complex and required so much information that it discouraged 
applications, and (3) the SDE made approval of a waiver plan contingent 
upon adoption by the district of some additional program components 
which some districts considered too costly . 

. Other factors that may discourage innovation on the part of the districts 
are: 

• collective bargaining requirements, which prevent some aspects of a 
district's educational program, such as class size, from being changed 
without the concurrence of the employees, and 

• the parent advisory councils that are mandated by some of the cate
gorical progr;uns, which may be unwilling to approve programmatic 
changes. 

d. PerformanCe Bonus Plan-How Can Improved Schools Be Reward
edf State and federal categorical aid programs almost always provide 
funding for either (1) specific activity costs-such as school transporta
tion, driver training, and child nutrition-or (2) specific academic services 
-such as special education, compensatory education, and gifted and tal
ented education. Categorical funding for academic . services is almost al
ways based on pupil characteristics, such as mental or physical handicaps, 
socioeconomic status, or language proficiency. The intent of the funding 
is to increase education services in order to overcome deficiencies and 
thereby provide equal opportunity for academic achievement. Under 
most categorical programs, however, funding for these services continues, 
regardless of whether academic achievement increases oJ;' decreases rela
tive to expected achievement. Consequently, no additional f~ding or 
reward is provided if one school succeeds in significantly increasing pupil 
achievement compared to other schools with the same pupil characteris
tics. 

In order to provide a greater incentive for school success, a new categor
ical aid program could be established for rewarding schools whose per
formance is better than whl:J.t would be expected given the characteristics 
of students attending these schools. 

Standards for Performance Bonuses. A performance bonus categorical 
aid program would operate as follows: 

• The performance level to be rewarded and the measurement process 
would be clearly identified. This would ensure that all schools had 
adequate knowledge of what they must accomplish in order to be 
rewarded. 

• All schools which accomplish the specified performance level would 
be rewarded with the same predetermined funding amount. This 
would provide schools with a clear picture of what the financial pay-
off would be for success. ' 

• The performance bonuses would be provided each year. This would 
require all schools to earn the reward each year rather than being able 
to receive funds for prior success. '. 

• The performance level would be determined on the basis ofrelative 
achievement growth compared to similar schools. This would ensure 
that (1) schools with a history of high performance are compared with 
similar schools, and would have to demonstrate even higher perform
ance in order to receive rewards arid (2) schools with a history oflow 
peformance could also receive a performance bonus if they were able 
to significantly increase their performance, even though their abso
lute performance level might continue to be below the statewide 
average. 

42-76610 
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Implementation Issues. Prior to implementing a performance bonus 
categorical aid program, the following questions would have to be an
swered: 

• What types of student performance should be tested as the basis for 
awarding the bonus? Only b~sic skills and achievement could be test
ed, or other factors, such as pupil self-image or improvement of the 
school environment in the form of reduced school crime could be 
measured as well. ' 

• How should the different factors be weighted in determining overall 
perforrtiance? 

• How l;hotild school comparison groups be determined? One option 
would be to use the California Assessment Program's expected range 
of acN:evement for each scpool as the basis for grouping schools. 

• How much of a performance increase should be achieved before a 
school could receive a bonus? Either the increase in the average 
number of correct answers on the standardized test, or a relative 
measure such as the change in percentile ranking, could be used. 

• How much should the bonus be and how should the bonusbe calculat
ed? The bon1,l!! would have to be small enough to be affordable, and 
large enough to provide an incentive. A bonus of $100 per school 
probably would not be an effective incentive to raise performance. A 
bonus of $100 per ADA probably would be an effective incentive, but 
it would cost $40 million if schools with 10 percent of the state's ADA 
qualified for the bonus. ' 

• Who at the school could determine how the bonus will be spent? The 
funds could be given either to the site council or the principal for 
expenditure. 

• Should restrictions be placed on how the bonus could be spent? The 
state could allow the funds to be spent as teacher salary bonuses, or 
instead could limit expenditure to 'specified items, such as deferred 
maintenance or equipment. 

Time Required for Implementation. Because of (1) the number of 
issues that would h~ve to be resolved before a performance bonus categor
icalaid program could be established, and (2) the time needed by schools 
to prepare for it, the program could not be implemented quickly. Rather, 
implementation would probably require at least a year of planning and 
test development after the issues identified above had been resolved 
through authorizing legislation. Even more time would be needed to 
implement the program at secondary schools, because of the more diverse 
curriculu:Q1 of these. schools. Consequently, if the Legislature decides to 
implement a performance bonus categorical aid program for 1984-85, the 
planning and development for the program would have to start in 1983-84. 

2. Curriculum !ssue~How Can the School Curriculum be Improved? 
. Earlier inthls analysjs (see Table _), we presented Scholastic Aptitude 

Test dat~ on scores showing that California's high school seniors score 
about the natioq.al average in verbal aptitude and slightly above the na
tional average in mathematics aptitude. In addition,' the data show that 
average scores, both nationally and in California, have declined signifi-
cantly during the past ten years. . 

In this section, we discuss possible means to increase student achieve-
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ment through (1) increasing graduation requirements, (2) requiring in
creased proficiency standards, (3) increasing the school day and year, (4) 
increasing summer school programs, and (5) lowering class size. In addi
tion, we discuss high school employment training programs and how these 
programs relate to the academic curriculum. 

a. Graduation Requirements-Should Requirements he Stregthened? 
State Graduation Requirements. Under current law, the state specifies 

that in order to receive a high school diploma, students must (1) meet a 
locally developed basic skills proficiency standard and (2) have completed 
coursework in English, American history, American government, math
ematics, science, and physical education. The state, however, does not 
have rigorous content standards for any of these courses. Furthermore, the 
state does not prescribe any amount of time that must be spent on the 
required subjects, other than physical education, in order to meet the 
graduation requirement. Consequently; both the time requirements for, 
and content of, the specific courses that a student needs in order to qualify 
for graduation are determined by local school district governing boards. 

Local Graduation Requirements. During Spring 1982, the State De
partment of Education conducted a sample study of high school cur
riculum graduation requirements established by local school boards. Table 
10 displays the results of that sample study for selected subject areas. 

Table 10 

Years of Courses Required for Graduation for Selected Subject Areas 

Average 
maD 

Districts 
English ................................................................................................ 3.14 
Mathematics ........................... ;.......................................................... 1.30 
Science................................................................................................ 1.13 
Social Studies ................................................................. :.................. 2.78 
Foreign Language .......................................................................... 0.03 
Physical Education ................................................................... :....... 2.54 

Maximum 
many 
District 

4.00 
2.00 
2.00 
4.00 
0.50 
4.00 

Minimum 
many 
District 

2.00 
1.00 
0.75 
1.50 
0.00 
1.00 

As shown in Table _, the average graduation requirements for math
ematics and science are approximately half the average requirements for 
social studies and physical education. 

If a high school were to offer only the statutory minimum day of four 
periods, the average student would have to devote 70 percent of his/her 
school time over four years to meet the graduation require:ments, leaving 
30 percent available for electives. Assuming an average day consisting of 
5.7 periods (as found in the study) , students would have to spend approxi
mately half of their school time in required classes while the remaining 
half would be available for electives. Other results from. this sample study 
indicate that based on total units required for graduation, approximately 
40 percent are in mathematics, English,science, and social studies, approx
imately 16 percent are in nonacademic areas such as physical education, 
and the remaining 44 percent are from elective courses which can include 
additional academic courses as well as job training and work experience 
education. 

State Board of Education Graduation Model. The State Board of Edu
cation is currently discussing a model high school graduation curriculum 
that would encourage school districts to increase their graduation require
ments.Table 11 compares the average requirements found in the SDE 
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study with the model being considered by the state board for selected 
subject areas. 

Table 11 
Comparison of Course Year Graduation Standards for Selected Subject Areas 

Average State Board Increase 
Found of Proposed 
in SDE Education by the 
Study ModeJ" State Board 

English .............................................................. ;................................. 3.14 4.00 0.86 
Mathematics ................................................................................ ;..... 1.30 3.00 1.70 
Science................................................................................................ 1.13 2.00 0.87 
Social Studies .................................................................................... 2.78 3.00 0.22 
Foreign Language ........................................................................... 0.03 2.00 1.97 

a In addition to these courses, the board includes a year of visual and performing arts and a semester of 
computer literacy in their model requirements. 

As shown in Table 11, the state board's model would significantly increase 
graduation requirements in all of these subject areas except social studies. 

In order to implement the board's model, school districts would have to 
either reduce elective graduation units or increase total graduation units 
and the amount of time students spend in school. Because increasing total 
student time in school would reqUire additional revenue, the most likely 
result, if schools were to adopt the model standards, would be a reduction 
in elective course units reqUired for graduation. 

Issues in Graduation Requirements. If the Legislature determines that 
high school graduation reqUirements should be increased or made more 
rigorous, the following issues will hllve to be addressed: 

• Is there an adequate number of qualified teachers.to staff the courses 
that students will need in order to graduate? 

• Should content or competencystanqards be used to improve .the 
curriculum, rather than increased course time? 

• Should increased academic graduation .standards be funded .by fund
ing increases or by redirections from either (1) existing nonacademic 
courses, such as physical education or (2) existing elective courses 
such as vocational education? . 

• Should increased . academic graduation standards be mandates or 
guidelines? 

• Would increased standards result in increased student absenteeism or 
higher drop~out rates? . 

We have no analytical basis' for addressing some of these issues. The 
question of whether funding should come from new revenues or a redirec
tion of existing revenues, for example, is. a p.ollcy issue, as is the question 
o.f whether increased.or I?1ore rigo~~us standards should be mandated or 
snnply adopted as gmdelmes. Additionally~ we have no data that would 
enable us to estimate the potential effects of increased or more rigorous 
standards on student absenteeism "and drop-out rates. We do, 'however, 
have data on some of the other issues, which are discussed below. 

Teacher Supply. . Our analysis of the supply and quality of mathematics 
and science teachers indicates that unless (1) the productivity of existing 
teachers is increased through either increased class sizes or reqUiring 
them to teach additional classes, (2) teachers choose to continue teaching 
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beyond the normal retirement age, and (3) more teachers become quali
fied in these subject areas, there will be a shortage of mathematics and 
science teachers within. the next 10 years, even if graduation course re
quirements in these subject areas are not increased. 

Course Time. Research conducted by SDE and others shows that, in 
general, increased student time on task in a subject area leads to increased 
achievement in the subject area. This general conclusion, however, does 
not apply directly to general subject area graduation requirements. This 
is because course title does not always explain course content. For exam
ple, the University of California (UC) has in the past used the titles of 
courses taken in high school by those seeking adrriission in determining 
whether a course met entrance requirements. UC has discovered, howev
er, that title is not a sufficiently accurate description of content, and has 
started to require specific course content before it will recognize a course 
as meeting entrance requirements. Other than the standards UC is devel
oping, however, there is no statewide content standards for high school 
courses in California. Consequently, if the Legislature intends to increase 
student competence by either requiring specific course time or providing 
additional funds for additional academic coursework, this goal might not 
be achieved unless course content and student mastery of that content is 
specified. 

b. State Proficiency Standards~Are District Standards Sufficient to 
MeettheStates Interestto Ensure that Students Have Adequate Academ
ic Skills Before Graduating From High School? As discussed above, the 
state could either specify the amounts of coursework required in specific 
subject areas or specify content mastery, in order to improve graduation 
standards. Currently, as a means of promoting competence in communica
tion and computation skills, the state requires that (1) local school districts 
establish their own basic skills proficiency standards and (2) students meet 
these standards before they are eligible to receive a high school diploma. 

Our analysis indicates that there are wide differences in the minimum 
proficiency standards adopted by different districts. As a result, students 
having the same proficiency often are treated differently at the end of 
their senior year. Some (those in districts with relatively lax standards) are 
permitted to graduate, while others (those in districts with more rigorous 
standards) are denied a diploma. More importantly, the absence of any 
statewide standards leaves the Legislature with no means to ensure that 
the state's goal of promoting the specified skill competence is being ful
filled. 

We believe that both the state's interest and local districts' interest in 
promoting pupil proficiency can be promoted most successfully if the 
Legislature (1) establishes a state minimum proficiency standard for high 
school graduation and (2) allows local school districts to set standards th.at 
are higher than the state minimum, whenever such higher standards are 
desired. The state standard would be used as the basis for awarding high 
school diplomas, while the local standard .could be used for ensuring that 
local school districts are accountable to the district's residents. 

Furthermore, as the Legislature identifies new proficiency needs, such 
as computer literacy, standards designed to assure proficiency in these 
areas could be incorporated into the statewide graduation requirement 
without the need for the Legislature to specify whether one year or one 
semester of additional coursework was required. 

c. Lengthening the School Day and the School Year-Will More School 
Time Improve Achievement? Currently, the amount of time California 
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students attend school is less than the national average, in terms of both 
the length of the school day and the number of days in the school year. 
For 1980-81, the average school day in grades 1-12 nationwide was 325 
minutes and the average school year was 178.5 days. In California, the 
average school day was 296 minutes, and the school year averaged 176 
days. This difference results in the average California student spending 
nearly 100 fewer hours per year in school than the average student nation
wide. (Actually, the difference is even larger than this because California 
tends to pull the national average down.· The average school day I school 
year for the other 49 states exceeds 325 minutes I 178.5 days.) 

It is generally agreed that additional instructional time is likely toresuIt 
in increased achievement. We do not believe, however, that adding addi
tional class time to a number of courses, such as by lengthening each class 
by five to ten minutes, would prove effectiye. Rather, our analysis of 
recent California Assessment Program (CAP) data indicates that any addi
tional time added to the school day would make the greatest contribution 
to student achievement if it were devoted to a single subject area. For 
example, the annual CAP report on student achievement shows that at the 
sixth grade level, an additional hour per day of writing and language 
instruction results in (1) a 4.8 percent increase in correct answers on the 
CAP reading test items and (2) a 4.5 percent increase in correct answers 
on the written language test items. Significant increases were also found 
to result from additional hours of instruction per day in mathematics, 
science, and social studies instruction. 

d. Increasing Summer School Programs-Should Summer Schoo/Pro
grams Be Expanded? Increasing the scope of summer school programs 
is another means of increasing the amount of time students spend receiv
ing instruction in a specific subject area. Currently, the state requires 
school districts with any of the grades between 7 through 12 to offer 
summer school programs to students who· (1) have not met proficiency 
standards or (2) are graduating high school seniors who lack sufficient 
units to graduate. 

While it is difficult to predict how the additional time gained from 
increasing the school day and school year would be used, the Legislature 
could exert a considerable degree of influence over how the time gained 
from a more extensive summer program would be used. For example, if 
the Legislature determined that not enough eighth grade students have 
the opportunity to take the prerequisites needed to satisfy the UC's en
trance requirements during liigh school, it could authorize summer school 
for eighth grade students needing those prereguisites. 

Expanding summer school programs would, of course, result in in
creased costs. We estimate that for 1983-84, each 1 percent of grade 1-12 
ADA participating in a 30-day summer school program would cost approx
imately $7.4 million. 

e. Reducing Class Size--Is It Practical To Reduce A verage Class Size? 
Past research has indicated that another means for increasing student 
achievement is to significantly reduce class size, so as to increase student
to-teacher interaction time. 

According to the National Education Association, during 1980-81 Cali
fornia had the second largest average class size in the nation. Reducing 
average class size, however, is extremely costly. For example, if California 
reduced its average class size from 22.17 students per teacher (the. average 
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in 1980-81) to 15.13 students per teacher-the ratio in the state with the 
12th smallest average class size-it would increase operating costsalon,e 
approximately $1.43 billion. In addition, there would be significant one
time costs to provide additional classroom space. 

We believe that it might not be necessary to reduce the statewide 
average class size by tbis much in order to increase the level of acpieve
ment statewide to the national average. 

Targeting Class Size Reductions. Based on the results of the California 
Assessment Program, the achievement of California's elementary students 
is equal to the national average. It is in grades 7 through 12 that the 
achievement of the state's students suffers relative to students nationwide. 
By 12th grade, students are achieving at a level well below the national 
average. If, as is indicated by the data, the deficiencies in the state's 
educational program are primarily in grades 7 through 12, it is in these 
grade levels that reductions in class size would have the greatest potential 
payoff in terms of closing the gap between California and the rest of the 
nation. 

Furthermore, it would not be necessary to reduce the size of all classes 
in these grades in order to secure gains in achievement since the reduc
tions in class size for physical education, work experience, and the per
forming arts, while perhaps desirable, would have little or no effect on 
basic academic skills achievement. Therefore, if the Legislature wishes to 
increase basic academic skills achievement, it might wish to consider class 
size reductions for mathematics, science, and English classes in grades 7 
through 12. 

Based on SDE estimates, the current grade 9 through 12 ~verage class 
size ratios for mathematics, science, and English are 27.6, 27.3, and 26.4, 
respectively. Assuming that these averages also prevail in grades 7 and 8, 
the state would need approximately 2,100 additional math~matics teach
ers, 1,200 additional science teachers, and 3,500 additional English teachers 
in order to reduce each of these ratios by five students per teacher. The 
total annual cost of reducing the average class size in these areas would 
be approximately $102 million. 

We note, however, that even if current class sizes are maintained, there 
will be a shortage of qualified mathematics and science. teachers within 
the next ten years. Lowering class size, therefore, is not a feasible option 
for increasing grade 7 through 12 basic academic skills achievement until 
a significant number of additional mathematics and, science teachers 
become available. 

f. Employment Training Programs-Are they Effective, and Do they 
Complement Academic Preparation? The state will spend iIi excess of $1 
billion in K-12 and community college districts on employment training 
programs in 1982-83. These public school vocational education programs 
may be classified into the following four categories: 

• Secondary School-Based Vocational Education Courses. These are 
typically basic introductory courses, such as wood shop, auto sh()p, metal 
shop, typing, and home economics. They are funded by revenue limits (an 
estimated $291 million in state and local funds in 1981-82) and federal 
Vocational Education Act (VEA) funds ($33 million). . 

• Regional Occupational Centers and Programs (ROCIP) Courses. 
These provide job-related training in a variety of occupational areas for 
highschool pupils and adults. There are 67 ROC/Ps in the state. They are 
funded on the basis of revenue limits, at a cost to the General Fund. of 
$153.6 million in 1982-83. 
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• Adult Education Vocational Courses. These courses, administered 
by K-12 school districts, provide training for adults in a variety of occupa
tional areas. They are funded on the basis of revenue limits at an estimated 
cost of $40 million in 1982-83. 

• Commf.lnity College Vocational Courses. These provide training for 
adults in a variety of occupational a.reas. They are funded on the basis of 

. revenue limits at an estimated cost to the state and districts of $567 million 
in 1981-82, supplemented by federal VEA funds ($25 million). 

Effectiveness of School Vocational Training. In spite of the high rate 
of unemployment, California currently is experiencing .labor market 
shortages in several occupations, such as electronics assembly, data proc
essing, and the machinist trades. This serves to indicate the importance of 
reviewing the public school vocatioQ.al education curriculum in the con
text of the demand for, and supply of, labor in the marketplace. 

Our review has identified serireral issues in connection with vocational 
education programs which the Legislature may wish to consider: 

• Should the ~chool-based vocational education program be eliminated 
in favor of the ROC/Ps in order to make vocational education more 
relevant to the labor market? The school-based program consists 
largely of general introductory courses, such as wood shop and metal 
shop, whereas ROC/P courses tend to be more closely tiea to specific 
occupations and to job opportunities. On the other hand, the school
based courses enable the pupil to acquire fundamental vocational 
skills which can serve as a basis for more specific job-related training. 

• Does the state have adequate control over the vocational education 
curriculum to ensure that it is responsive to the needs of the labor 
market? Our review indicates that there is a need for new criteria 
governing ROC/P and Adult Education course approval. Our analysis 
of ROC/Ps contains ~recommendation to address this problem. 

• Does the state funding system operate in a manner which is consistent 
with the goal·of ensuring that vocational training courses are respon
sive to the requirements of the labor market? Our review indicates 
that certain characteristics of the funding system for ROC/Ps may 
preclude the achievement of legislative goals. Consequently, we in
clude in our analysis ofROC/Ps a recommendation to establish a pilot 
project to evaluate a different method of funding. 

Vocational Education and Academic Preparation. Critics of school
based vocational programs have argued that pupils having low academic 
achievement frequently are channeled into vocational education prior to 
acquiring competency in the basic academic skills. Although we have no 
analytical basis to determine the extent to which vocational education 
inhibits, or acts as a substitute for, academic preparation, we believe this 
issue warrants legislative review. Specifically, the Legislature may wish to 
address the following two issues: 

• Should successful completion of a high school pupil proficiency exami
nation be a prerequisite for taking vocational education courses? This 
would ensure that schools concentrate (m providing pupils with a 
minimum level of academic skills prior to providing them with voca
tional education. Fundamental academic skills facilitate vocational 
training, and are generally necessary for occupational success regard
less of one's vocational skills. 

• Should Work Experience Education be accepted as part of the mini-
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mum school day? General Work Experience Education typically con
sists of a job during "after-school" hours, with no requirement for 
related classroom instruction. In our analysis of vocational education, 
we recommend elli,nination of the statutory provision which permits 
this component of Work Experience to satisfy the minimum school 
day requirement. . 

3. School Personnel-Do Current School Personnel Procedures Meet the 
Legislature's Goals? 

In this section, we discuss two of the more significant issues affecting 
school personnel: accountability under collective bargaining and teacher 
supply and quality, 

a. Collective Bargaining-Is Accountability and ResponsibiJityfor Col
lective Bargaining Appropriately Located? The current system of collec
tive bargaining for public school certificated and classified employees was 
established by the Rodda Act-Ch. 961/75. Implementation of the Rodda 
Act, together with subsequent interpretations and extensions by the Pub
lic Employees Relations Board (PERB), has resulted in major changes in 
the nature of employer-employee relations. The Governor's Budget re
quests $9,493,000 to reimburse school districts for the costs they will incur 
in 1983-84 as a result of the duties imposed on them by the Rodda Act. 

A primary impact of the Rodda Act was to change the decision-making 
process forrersonnel policies from a unilateral (school district) to a bilat
eral (schoo districts and exclusive representives of employees) process. 
The process, however, is not a "pure" collective bargaining process be
cause existing employee benefits and protections have been codified, and 
are. therefore excluded from the scope of collective bargaining. The effect 
of this policy has been one-sided, in that it tends to favor employees at the 
expense of management (the local school districts). While it requires 
management to negotiate on issues involving salary and benefits levels, it 
prevents management from seeking changes in certain other conditions 
of employment that would seem to be legitimately subject to the bargain
ing process. Thes.e conditions of employment include tenure and timing 
of notice of layoffs. .. 

At the time the Rodda Act was implemented, school districts revenues 
were determined primarily. by the districts themselves. As a result, the 
districts were responsible for raising the funds needed to pay for the salary 
and benefit increases they granted. Often,_ this would require a local tax 
increase. Thus, the primary responsibility for determining wages, benefits, 
and working conditions rested with the same level of government respon-
sible for funding the cost of the package. . 

Passage of Proposition 13, however, changed this dramatically. While 
districts were. still required. to nE;gotiate with their employe~~, t~e~ f~und 
themselves WIth no fiscal dIscretion as a result of th,eproposltions limIt on 
the property tax rate. In effect, the districts' ability to fund the increased 
costs resulting. from mandated negotiations was taken away. As a result, 
districts still negotiate over issues such as. salaries and benefits, but have 
no responsibility for financing the consequences of the negotiations. 

This tends to put pressure on the state's General Fund to cover-either 
directly or indirectly-the inc,reasing personnel costs incurred by school 
districts through the collective bargaining process. In effect, the employee 
organizations come to the Legislature to meet and confer on . the funds 
that will be available. for wages, benefits, and working conditions. And 
while the Legislature can respond to this pressure by increasing school 
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apportionments, it cannot control the allocation ofthese funds at the local 
level. . . 

In Our judgment, this arrangement is unsatisfactory, in that accountabil
ity to the public is weakened. Residents of a local school district cannot 
hold the Board of Education accountable for decisions regarding salaries, 
benefits, and working conditions since decisions on these matters are 
shaped by action taken at the state level. The residents, however, are not 
able to hold their legislative representatives accountable either, since the 
actual agreements are negotiated locally. 

To restore greater accountability, we believe more responsibility for 
financing collective bargaining agreements needs to be returned to the 
schpol district level. . . 

For this to happen, of course, the schools would have to be given access 
to new revenue sources at the local level. In our earlier analysis of fiscal 
issues and options facing the Legislature, we identify alternative revenue 
sources which the Legislature could make available to school districts. 

b. Teacher Supply and Quality-How Can an Adequate Supply of 
Qualified Teachers be Guaranteed? 

Supply. . More and more, school districts are finding that there is a 
shortage of qualified mathematics, science, bilingual, and special educa
tion teachers. Although some existing teachers are responding to these 
shortages by switching to th~se specialities, the shortages are expected to 
continue and are likely to become acute during the next 10 years as public 
school enrollments increase and teachers retire or leave the profession. 

A recent State Department of Education (SDE) report on school dis
trict professional staff characteristics shows that approximately 14 percent 
of the professional staff is age 55 or older. Assuming all of these employees 
retire in the next 10 years, there will be a need to fill over 27,000 positions 
to maintain professional staffing at current levels without regard to new 
~taffthat may be Ifeeded as a result of increased enrollment or reductions 
m average class SIze . 

. In the areas of mathematics and science, the report indicates a need for 
approximately 1,400 mathematics subject area teachers and 640 science 
subject area teachers to replace retiring teachers during the next 10 years. 
In contrast, the University of California and the California State University 
report that 174 public university students currently are in science teacher
training programs and 97 students are in mathematics teacher-training 
programs. Consequently, unless (1) more people become qualified and 
are willing to teach in these subject areas, (2) current teachers choose to 
continue teaching beyond normal retirement age, or (3) the teaching 
loads of current teachers are increased either by increasing class sizes or 
increasing number of classes that they must teach, there will be a shortage 
of qualified mathematics and science teachers in the next 10 years. 

Quality. At the same time that teacher supply in varioussubject areas 
is becoming a problem, the quality of those entering the teaching profes
sionis being brought into question. Nationally, the average verbal and 
mathematics scores for those college-bound high school seniors who take 
the Scholastic Aptitude Test (SAT) and indicate that they intend to pur
ime education as an area of study are 394 and 419, respectively, (399 and 
424 in California), while the averages for all those taking the text are 426 
and 467, respectively. In fact, average scores of students intending to study 
education are among the lowest for students in any intended area of study. 
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Although test scores of college-bound seniors do not measure the quality 
of students who eventually become teachers, the scores indicate that low
er aptitude students tend to choose education as their intended area of 
college study. 

In response to concerns over teacher quality, the Legislature recently 
enacted Ch. 1136/81 and Ch. 206/82. These acts require all new teachers 
to pass competency examinations prior to receiving a teaching credential. 
If less-than-fully competent teacliers have been credentialed in the past, 
the examination requirement will tend to decrease the supply of teachers 
by denying credentials to some who otherwise would have become teach
ers. 

Quality and quantity are directly related. The higher the quality stand
ard that new or existing teachers must meet, the fewer the number of 
potential teachers. 

Increasing both Quality and Quantity. During last year's legislative 
hearings on the Governor's Investment in People initiative, witnesses 
stated that one way to increase both the quality and quantity of teachers 
in California is to make teacher salaries more nearly equal to salaries in 
private industry. 

The use of higher salaries alone, however, may not be effective as a 
means for increasing both the quality and quantity of teachers, even 
though it can serve this purpose in the private sector. Private industry 
usually offers competitive salaries in order to attract more individuals into 
a given field. Quality is then controlled through personnel decisions, such 
as those involving promotion or dismissal. Unlike private industry, which 
can use the quantity of goods produced or the level of profit earned as a 
measure of quality and make salary and promotional decisions based on 
this measure, elementary and secondary education uses no readily defina
ble output or productivity measures in adjusting salaries. Elementary and 
secondary teacher salaries are not determined by (1) the number of stu
dents taught, (2) the amount of material learned by those students, or (3) 
academic rank of the teachers. Rather, salaries generally are determined 
by factors having nothing to do with output or productivity-seniority and 
education credits or degrees earned. Consequently, unless the private 
industry quality control tools are made available to local school districts, 
the higher salaries may serve to increase the quantity of teachers but not 
teacher quality. . 

Determining whether teacher salaries are competitive with those in 
private industry is difficult. Simply comparing what a person graduating 
from the college can earn in private industry (say, $20,000 per year) with 
what a beginning teacher can earn (say, $12,000 per year) does not tell the 
whole story. Such a comparison does not consider the amount of time 
worked. For example, assuming overtime requirements are the same in 
both jobs and that the average teaching day is 6 hours for 176 days, versus 
8 hours for 234 days in private industry, the hourly wages for the private 
industry person earning $20,000 per year and the beginning teacher earn
ing $12,000 per year are $10.68 and $11.36, respectively. This might argue 
for teachers being given an oportunity to work more hoursattheir current 
hourly wage rate, rather than for increased hourly rates, as a means for 
increasing their annual salaries. Increasing the number of hours that 
teachers can work could be accomplished by either expanding the num
ber of authorized summer school programs, or by greater use of year
round school programs. The latter option would allow students to be in 
school for only nine months a year while teachers worked,12 months a 
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year. Both options would also lessen the need for new teachers by more 
intensive use of existing teachers. 

4. School Environment/Campus Safety-How Can the School Environment Be 
Improved for Greater Safety of Teachers and Students? 
Numerous reports have identified a high rate of school-related crime, 

both in California and throughout the nation. The seriousness of the prob
lem has been measured in economic terms, such as the cost of repairing 
school vandalism and by the number of acts of school-related crime and 
violence. 

For example, schools in Los Angeles County alone spent $9,448,080 in 
1981-82 to repair the damage caused by vandalism. In addition, a prelimi
nary State Department of Education report states that there were 105,328 
acts of school-related crime or violence in the fall semester of 1980. The 
economic cost of violence and vandalism does not tell the whole story, 
however. According to the 1981 report of the State Commission on Crime 
Control and Violence Prevention, the fear of crime and violence in school, 
not just its actual occurrence, is disabling to pupils, and adversely affects 
teachers and administrators. The commission reported that this situation 
results in the social withdrawal of pupils, poor academic performance, 
and/ or delinquent behavior. 

Our field visits and interviews with students, parents, school administra
tors, and law enforcement agencies found widespread agreement that 
schools cannot successfully serve their students if the school environment 
is unsafe or is perceived to. be unsafe. . 

a. Need for SDE Report on School-Related Crime Data. Faced with 
limited funds, school districts are forced to divert resources from educa
tional programs to cover the cost of crime control activities and the repair 
of damage to school sites and equipment. This same diversion occurs at the 
state level, as welL Funds that otherwise could be made available for 
building needed new facilities or deferred maintenance must be . used 
instead to rebuild or rehabilitate school buildings damaged through van
dalism or arson. 

It is difficult to know how serious is the problem of school-related crime, 
and what the trends are over time, because we lack reliable data on the 
problem. Consequently, our estimates of the problem's magnitude tend to 
be shaped by reporting of specific incidents in the media. 

Recognizing this problem, the Legislature enacted Ch 1206/79, which 
required school districts to report twice annually to the State Department 
of Education on the incidence of school crime and violence. In addition, 
the act required the SDE to utilize this information to publish an annual 
statewide report. 

A School Environment and Safety Unit within the SDE was funded in 
both 1980-81 and 1981-82 for the purposes of compiling the data on school 
crime and violence, and developing an analysis of school-related crime 
reduction techniques. At the time this analysis was prepared, the SDE had 
not issued either its 1980-81 report or its 1981-82 report. 

We believe the information called for by Chapter ·1206 would be useful 
to the Legislature in assessing the degree and types of school-related 
crime, and would aid it in developing corrective policies. 

b. State EFForts in Dealing With School-Related Crime. At the present 
time, several state efforts designed to address the issue of school-related 
crime are underway. These include the following: 
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The Office of Intergroup Relations. The State Department of Educa
tion's Office oflntergroup Relations (OIR) provides technical assistance 
in the areas of desegregation, multicultural education, conflict manage
ment, and equal employment, when requested to do so by school districts. 
Within the area of conflict management, OIR seeks to prevent disruptive 
conflict and provide intensive training for school administrators in tech
niques designed to improve the human environment of schools. OIR is 
primarily involved in conflict management in connection with integration 
activities. . 

School Safety Center. The School Safety Center was established in the 
Department of Justice to provide leadership, support; and direction to 
school districts in preventing school-related crime. One of the center's 
primary activities is the publication of "Campus Strife", which highlights 
successful school crime and vandalism control programs. The center also 
provides training for school and law enforcement officials and serves as a 
school crime control information clearinghouse. 

c. Local Efforts in Dealing With School-Relatecl Crime. In recent 
years, many school districts have had to employ additional personnel to 
(1) assist school administrators and teachers in maintaining discipline, (2) 
counsel gang members and· coordinate the reduction of racial and gang 
tensions; (3) patrol school sites during and after the school day in an 
attempt to prevent vandalism, (4) provide immediate law enforcement, 
and (5) coordinate student, parent, and community crime prevention 
programs. . . 

School Peace· Officers. Some school districts have created their own 
police or security departments because they have (1) determined that 
local police agencies are unable to keep up with the demand for their 
services and (2) perceived a need for personnel with unique qualifications 
relating to the school environment. Currently, more than 88 school dis
tricts employ over 1,000 peace officers as part of a district security or police 
department. These peace officers have the same authority and respon
sibilities as the peace officers employed by local police departments, and 
in many cases are uniformed and armed. 

School districts which have created their own police departments, of 
course, incur major additional costs for training and maintaining the de
partments. Recently legislation was enacted authorizing the inclusion of 
school district peace officers within the minimum standards established 
and maintained by the Commission on Peace Officer Standards and Train
ing (POST) . This will allow school districts to receive state reimbursement 
for some costs associated with. obtaining POST certification. 

Security Aides. Our field visits indicate that many districts are relying 
on part~time security aides to improve the school environment. In most 
cases, these aides report to the school principal, and perform such func
tions as patrolling school hallways and restricting entry to school grounds 
by unauthorized persons. Some school districts also employ private secu
rity companies to provide patrol services. Most of the districts we visited 
indicate that there is a need for the development of minimum qualifica
tions covering and better training programs for their security aides. 

Other SchooICrime Control Measures. Many districts have developed 
innovative programs to prevent or respond to school-related crime. These 
districts report that besides improving the school environment, the pro
grams tend to reduce maintenance and insurance costs. For example: 

• Huntington Beach Union High School District has installed a comput
erized monitoring system which includes a (1) security alarm system, 
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(2) fire detection system, and (3) energy monitoring devices. The 
system includes 1,200 individual alarm sensors at nine sites. The dis
trict estimates that the cost of the system-$240,000, paid for from 
district funds-was recovered within four months through savings 
because of reduced vandalism, reduced energy usage, and reduced 
need for security personnel. 

• Pomona Unified School District has attempted to reduce school van
dalism and obtain reimbursement for repair costs by seeking restitu
tion for damages through the small claims courts, and by holding 
parents responsible for their children's actions through recovery ef
forts aimed at the parents' homeowner's insurance. The district, to
gether with the city police department and probation department, 
has also instituted a policy of making restitution a condition of proba
tion for juveniles who commit crimes against schools. 

• Los Angeles Unified School District encourages pupils and the com
munity surrounding individual schools to take responsibility for their 
campuses and discourage vandalism. Monies saved by the district 
through reduced vandalism repair are returned to the school site for 
educational and extracurricular activities. 

d. Expanding State Efforts. We believe that the Legislature should 
consider two additional options that have the potential to help control 
school-related crime. 

Program to Encourage Exemplary Programs. First, we believe the 
L~gislature should consider authorizing a program aimed at developing 
exemplary techniques for dealing with school-related crime. Such a pro
gram could be administered by either the Department of Justice or the 
Department of Education, and would provide grants through a competi
tive process to districts or schools with innovative proposals for combat
ting school-related crime. Successful projects would then be publicized by 
the School Safety Center for possible replication statewide. . 

Plan Review for New School Construction Projects. Second, the role 
of the SDE's School Facilities and Planning Unit could be expanded to 
include advising schools on how to construct new buildings that discour
age school-related crime. Under current procedures, plans for new school 
construction are contracted for directly by individual school districts. Pre
liminary drawings are reviewed by the SDE's School Facilities and Plan
ning Unit, which provides advice to districts on selecting school sites and 
building design. Final plans are submitted to the State Architect so that 
he may verify that the plans comply with state regulations such as those 
setting forth earthquake safety standards. 

Law enforcement officials advise that some school crime problems are 
compounded by security flaws in the physical layout of some schools. 
These flaws include improper fencing, secluded alcoves, and entrances to 
school buildings which are not readily observable. The costs to mitigate 
these flaws in existing buildings is significant. These flaws, however, could 
be avoided if greater care were given to the design of new school construc
tion, at little or no increased cost. 

5. State Mandates-Are Mandates Accomplishing Their Intended Purpose? 
The budget proposes an appropriation of $14,322,000 from the General 

Fund to reimburse districts for the cost of complying with nine. state 
mandates in the education area during 1983-84 (see Table 34). These 
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reimbursements are provided because current law requites the state to 
fund the costs of new programs or increased. levels of services mandated 
by a statute enacted after January 1,1973, or by an Executive Order issued 
after January 1978. In the following section, we discuss several mandates 
pursuantto which either the state or tocal districts are incurring costs, and 
some unintended consequences that result from tp.ese mandates. 

a. Types of Mandates. State mandates for K-12 education Can be di
vided into three general categories: 

• Mandates covering personnel matters, such as (1) granting tenure, 
(2) requiring certificated personnel to be notified by March 15 if they 
are not to be rehired, and (3) requrring that a specified percent of the 
current expense of education be spent on classroom teacher salaries. 

• Mandates governing management procedures~ such as (1) requiring 
annual audits of school district foods, (2) requiring the publication of 
the school district budget, and (3) requiring maintenance of inven
tory documentation. 

• Mandates aimed at educational quality, such as those requiring that 
( 1) certificated personnel supervise any class which claiIns state aid 
average daily attendance, (2) schools operate at least 175 days, arid 
(3) elementary school classes which have more than a specified num
ber of students receive reduced state aid. 

b. Unintended Consequences of Mandates. Mandates allow the state 
to assure that local districts' efforts are directed at high priorities state
wide. By definition, however, mandates build a certain amount of inflexi
bility into the educational process that may thwart the achievement of 
state priorities when circumstances change. Consequently, the effect of a 
inandate may result in unintended and OOdesirable consequences, even 
though the original goals of the mandate may continue to be desirable. 
Two mandates which can have unintended and undesirable consequences 
are discussed below. 

Teacher Dismissal Notification. By March 15 of each year, teachers 
must be notified if the district intends not to hire them for the next school 
year. If a teacher is not notified of dismissal by this date, he or she is 
automatically rehired for the next school year. 

Invariably, schools do not know what their revenues for the following 
school year will be on March 15. This is because .almost all school funding 
is subject to actions in the animal Budget Act which is not finalized until 
July. Under this circumstance, the requirement set forth in this mandate 
can result in the following undesirable consequences: 

• districts notify a larger number of teachers than necessary that they 
will be dismissed; . 

• districts do nofnotify sufficient teachers that they are dismissed, forc
ing them to reduce expenditures for classified personnel and I or for 
items such as maintenance or supplies. 

The first consequence (too many notifications) appears to run counter 
to the original intent of the mandate-that is, to lessen certificated staff 
uncertainty about rehiring. The second consequence (too few notifica
tions) runs counter to other state priorities such as providing adequate 
funding for school maintenance. 

It is not clear that this mandate is still necessary, given the fact that 
certificated employees are now covered by collective bargaining laws. If 
this mandate were repealed and dismissal notification requirements were 
instead left to the collective bargaining process, school districts could be 
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given more flexibility to adjust to uncertainties. regarding the level of 
school funding, without sacrificing the interests of school employees. 

Physical Education.· Current law requires schools to include as a high 
school graduation requirement a specified minimUIil of course work in 
physical education. Because (1) funding for schools has decreased in real 
dollars since 1977-78, and (2) enrollment has been declining illjuruor and 
senior high schools, some school districts have had to reduce the humber 
of classes offered and the length of the school day. Because of the state 
mandate, however, these reductions must be made in the academic cur
riculum.Neither the districts nor the students themselves substitute aca
demic courses for physical education during a shortened day . 
. Consequently, the physical education mandate may result in (1) dis

tricts not being able to maintain a·curriculum cOilsistent with the desires 
of commuruty resideilts and (2) students not being able to take academic 
coursework rather than physical education. For these reasons, later in our 
analysis of K-12 education, we recommend that the physical education 
mandate be repealed. 

U. LOCAL ASSISTANCE 

A. GENERAL EDUCATION PROGRAM 
We define general education support funds as those funds which can be 

used at the local district's discretion, and which are not associated With any 
specific pupil services program. These funds generally will be used to 
provide services for all students, and include school apportionments, Ur
ban Impact Aid, local revenues for debt service, and other miscellaneous 
funds such as school meal charges, federal PL 874 revenues, and state 
contributions to the State Teachers' Retirement Fund. 

1. School Apportionments (Item 6100-101-001)-General Education Expendi
tures· 

As shown in Table 12 the budget proposes total general education ex
penditures (consisting of apportionments and other expenditures) of $10,-
322.7 million in 1983-84. This is an increase of $475.4 million, or 4.8 percent, 
over the current-year amount, and is composed of a 2.5 percent increase 
in General Fund support and an 8,3 percent increase in revenues from 
local sources. Support from other state funds and the federal government 
is expected to be maintained at· the 1982-83 level. 

The budget proposes $8,116.1 million in general education apportion
ments for K-12 districts and county offices of education iIi 1983-84. This 
is an increase of $310.2 million, or 4.0 percent, over the amount provide.d 
in 1982-83. The state General Fund contributes 69 percent of the tolal, 
while local property taxes account for 31 percent. 

Other general education expenditures are expected to be $2,206.6 mil
lion in 1983-84, an increase of $165.2 million, or 8.1 percent, over the 
current-year level. 

a. ~ 983-84 Budget Changes. 
Table 13 displays the changes from 1982-83 to 1983-84 in the amount 

proposed from the General Fund for general education apportionments. 
(Both the 1982-83 base and the 1983-84 General Fund apportionment 
include $20.0 million in, contributions from the State School Fund.) The 
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Table 12 
General Education Expenditures 

(in millions) 

Actual Estimated Proposed Change 
1981-82 1982-83 1983-84 Amount Percent 

A. General Education Apportion-
ments 
K-12 Districts .............................. $7,654.2 $7,664.2 $7,964.6 $300,4 3.9% 

State· .......................................... (5,198.3) (5,365.0) (5,491.5) (126.5) (2.4) 
Local .......................................... (2,455.9) (2,299.2) (2,473.1) (173.9) (7.6) 

County Offices ............... : ............ 292.8 141.7 151.5 9.8 6.9 
State· .......................................... (215.3) (65.6) (69.7) (4.1) (6.3) 
Local .......................................... (77.5) ~) (81.8) ~) (7.5) 

Subtotals ................................ $7M7.0 $7,805~9 $8,116.1 $310.2 4.0% 
State .................................... ($5,413.6) ($5,430.6) ($5,561.2) ($130.6) 2.4% 
Local .................................. (2,533.4) (2,375.3) (2,554.9) (179.6) 7.6 

B. Other General Education 
ROC/Ps' ...................................... N/A $153.6 $173.0 $19.4 12.6% 
Federal PL 874 ............................ $35.0 20.0 20.0 
Urban Impact Aid • .................... 58.0 58.0 58.0 
ch 323/77 Aid • ............................ 9.2 9.1 9.1 
Transfer to State .......................... 235.5 235.5 232.2 -3.3 -1.4 

Teachers' Retirement Fund a 

Local Debt Service .................... 461.0 461.0 461.0 
Miscellaneous b ............................ '974.9 1,104.2 1,253.3 149.1 13.5 --

Subtotals ................................ $1,773.6 $2,041.4 $2,206.6 $165.2 8.1% 
Totals .................................. $9,720.6 $9,847.3 $10,322.7 $475.4 4.8% 

General Fund .................................... $5,667.2 $5,866.8 $6,013.5 $146.7 2.5% 
State school fund .............................. 49.1 20.0 20.0 
Federal funds .................................... 35.0 20.0 20.0 .:..... 

Local funds ........................................ 3,969.3 3,940.5 4,269.2 328.7 8.3 

• ~neral Fund. " 
b Indudes sale of property and supplies, cafeteria revenues, interest Income, bond funds, and other 

,revenueS. 

table shows that to maintain the existing program, the. budget reflects (1) 
a $69.6 million increase for additional district, county office, and adult 
ADA; (this amount excludes $14.3 million to fund increases in ROC/P 
ADA), (2) a $179.7 million reduction in recognition of the increase pro
jected in local property tax revenues, and (3) a $562.5 million increase to 
provide the statutory COLA for K-12 district apportionments ($552.3 mil
lion) and county offices of education ($10.2 million). These baseline 
changes yield a net increase in funding of $452.4 million. " 

In addition to the baseline adjustments, the budget proposes five signifi
cant budget change proposals. These changes included: (1) a $50.0 million 
reduction to eliminate a one-time appropriation from SB 1326 (Ch 327/ 
82), (2) a $217.2 million reductioI1 to eliminate funds for the 100 percent 
revenue guarantee, (3) a $20.0 million increase for a one-time adjustment 
in-lieu of the 100 percent guarantee, (4) a $34.7 million increase for ,Il 
special adjustment for low-wealth districts, and (5) a $111.1 million reduc
tion to provide for a COLA in-lieu of various statutory COLAs; for district 
revenue limits, this yields a net COLA of 6 percent ($447.0 million), and 
for county offices of education this yields a net COLA of 3 percent ($4.4 
million). The net result of the five budget change proposals is to reduce 
general education apportionments by $321.8 m.illion. __ 
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Table 13 

General Education Apportionments 
Summary of Changes From 1982-83 Budget 

State General Fund· 
(in millions) 

1982-83 General Fund Budget ................................................................................ .. 
A. To Maintain Existing Program 

ADA Change ........................................................................................................... . $69.6 
Increase in Local Property Taxes ..................................................................... . -179.7 
Inflation Adjustment 

K-12 Districts ..................................................................................................... . 552.3 
County Offices ................................................................................................... . 10.2 

Total, changes to maintain existing program ....................................... ... 
B. Budget Change Proposals 

One-Time K-12 Funds (SB 1326) ..................................................................... . -50.0 
Elimination of 100 Percent Guarantee ............................................................. . -217.2 
One-Time Adjustment In-Lieu of 100 Percent Guarantee ........................ .. 20.0 
Special Adjustment for Low Wealth Districts .............................................. .. 34.7 
Inflation Adjustment 

K-12 Districts ..................................................................................................... . -lOS.3 
County Offices ................................................................................................... . -5.8 

Other ......................................................................................................................... . 1.8 
Total, budget change proposals ................................................................. . 

Total Change: 
Amount. ................................................................................................................ . 
Percent. ..........................................................................................•...................... 

1983-84 General Fund Budget ................................................................................. . 

a Includes State School Fund. 

Item 6100 

$5,430.6 

452.4 

-321.8 

$130.6 
2.4% 

$5,561.2 

The total change (baseline plus program changes) proposed in the 
General Fund contribution to K-12 apportionments is a $130.6 million, or 
2.4 percent, increase above the 1982-83 base budget. The total General 
Fund appropriation proposed for general education apportionments in 
1983-84 is $5,561.2 million. 

b. 1982-83 Deficiency Appropriation. 
The budget reflects a proposed $64.8 million deficiency bill appropria

tion for 1982-83. This deficiency results from (1) an estimated $52 million 
shortfall in property tax revenues and (2) an estimated $12.8 million base 
adjustment for ROC/P average daily attendance in 1981-82. The proposed 
1983-84 appropriations would provide sufficient funds to continue full 
funding for these costs in the oudget year. 

c. Special Adjustment for Low-Wealth Districts Needs Justification 
We recommend that the Department of Education report to the fiscal 

committees prior to budget hearings on (1) the fiscal impact on low
wealth districts of providing them with a $34.7 million special adjustment, 
and (2) the need to accelerate the Serrano "leveling-up" process For base 
revenue limits. Furthermore~ we withhold recommendation on this appro
priation pending receipt of this inFormation. 

The Governor's Budget proposes an augmentation of $34.7 million for 
K-12 general aid apportionments to low-wealth districts. These funds 
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would be allocated to districts with revenue limits per ADA that are more 
than $20 below the statewide average revenue limit. The budget indicates 
that these funds generally would be allocated to districts with a base 
revenue limit per ADA which is substantially below the statewide average 
base revenue limit for districts of comparable size and type. The proposal 
calls for the revenue limits of these districts to be brought up to withill $20 
of the statewide average during 1983-84. 

In 1976, the state Supreme Court ruled in the Serrano v. Priest case that 
California's system of school finance was unconstitutional and upheld a 
lower court ruling that wealth-related disparities in educational expendi
tures per pupil had to be reduced to "considerably less than $100 per 
pupil" by 1980. The Department of Finance estimates that with the 
proposed special adjustment, 96 percent of the state's K-12 students will 
be enrolled in districts with base revenue limits that are within $100 of the 
statewide average for each type of district (large or small elementary, 
high, or unified). Currently, approximately 72 percent of the state's stu
dents are enrolled in districts that meet the $100 requirement. 

The state's current school finance system is designed to comply with the 
court's ruling in the Serrano case. The system provides for a gradual 
"squeezing" of base revenue limits toward the statewide average for the 
six categories of districts. Districts with base revenue limits above the 
statewide average are granted smaller cost-of-living adjustments 
(COLAs) than districts below the average. Under current law, districts 
substantially below the statewide· average receive an additional adjust
ment of $25 per pupil each year until their base revenue limit is above a 
specified minimum level. Over time, the base revenue limit of each dis
trict draws closer to the statewide average. Low-revenue districts with 
below-average base revenue limits are brought up to the average while 
high-revenue districts with high base revenue limits are brouglit down. 

Because the state's system of funding K-12 education is designed to 
comply with the court's ruling in the Serrano case and because the impact 
of providing an additional $34.7 million to low-wealth districts is unknown, 
we recommend that the Department of Education report prior to budget 
hearings on how. this special adjustment would affect the revenues of 
districts receiving the extra funds. We note that in addition to these funds, 
low-wealth districts would also share in the funds proposed for a 6 percent 
COLA for K-12 general aid apportionments and 3 percent COLAs for the 
remaining categorical programs. Consequently, the Legislature should 
review the overall increase in revenues to recipient districts. 

Furthermore, the department should identify (1) the justification for 
providing the special adjustment at this time, (2) the need to provide 
additional funds to low-wealth districts above and beyond the amount 
provided through the revenue limit funding mechanism, and (3) nature 
of the adjustrnent-on-going or one-time. Until the department provides 
this information, we withhold our recommendation on this budget. pro-
posal. . 

d. In-Lieu Revenue Guarantee Not .Justified 
We recomD1end that the $20.0 million provided in-lieu of funds for the 

100 percent revenue guarantee be deleted for a General Fund savings of 
$20.0 million because the Department of Education has not justified the 
special appropriation. (Reduce Item 61()()'101-001 by $2~ooo,()(}()). 

On June 30,1983, the provision of Ch 282/79 which authorizes the 102 
percent revenue guarantee will expire. Under the provision, all districts 

i : 

TI 
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were guaranteed at least a 2 percent increase in revenues for both 1981-82 
and 1982-83. The 1982 Budget. Act, however, provided funds to support 
only a 100 percent revenue guarantee in 1982--83. The Governor's Budget 
does not continue the revenue guarantee in 1983-84. 

The General Fund savings to be. realized from eliminating the revenue 
guarantee depends on the size of the COLA for K-12 apportionments: the 
larger the. COLA, the smaller the sa"ings. Assuming no cost-of-living ad
justment (COLA) for K-12 support, elimination of funding for the 100 
percent revenue guarantee would result in a General Fund savings of $217 
million. Assuming a6 percent COLA, as the budget proposes, the net 
savings from eliminating the l00percent or 102 percent revenue guaran
tee are $87 .million and $123 million, respectively. 

In-lieu of the 100 percent revenue guarantee, the budget provides a 
one-time special appropriation of $20 inillion. These funds are. to be al
located by the Superintendent of Public Instruction to school districts with 
"the most urgent need". The Department of Education, however, has not 
provided any information which justifies the special appropriation. The 
Legislature, by including the sunset provision in Ch 282/79, specified that 
the 102 percent revenue guarantee was to expire 0:0. June 30,1983, and any 
extension of the guarantee beyond the sunset date should be justified and 
subject to legislative review. 

Pending adequate justification and review, we can find no analytical 
basis for providing school districts special revenues in addition to current 
law allocations when their workload, based on the number of pupils 
served, is declining. 

Under the current school finance system, a school district receives state 
aid based on its per pupil revenl.le limit and its ADA. An increase.in ADA 
results in an increase in t()tal revenues, while a decrease in ADA yields a 
reduction in revenues. The state, however, already recognizes that school 
districts experiencing significant declines in ADA may not be able to 
adjust expenditures commensurately, consequently, the school finance 
formulas provide for a declining enrollment adjustment. Under the de
clining enrollment adjustment, school districts receive 75 percent of their 
per pupil revenue limit for the first year drop in ADA and 50 percent of 
the revenue limit for the second year of the reduction. This adjustment 
makes it easier for a district to reduce the size of its program over time. 

The special funding proposed in the budget, however,.I>rovides school 
districts funds in excess of the amount that could be justified strictly on the 
basis of the service level. Excluding the effects of inflation, the budget 
proposal reduces the incentive for districts to cut back the size of their 
program, because state aid is no longer a function of ADA. 

Finally, the special funds for the revenue guarantee are proposed with
out specifying the criteria for determining the particular needs of the 
districts. Most funding provided in addition to the base revenue limit is 
designed to alleviate fiscal difficulties that stem from (1) theparticular 
conditions facing the districts, or (2) the cost of serving. students with 
particular needs. For example, districts receive additional funds for pro
viding language programs for students requiring bilingual instruction, and 
additional funds are provided for special education programs for the hand
icapped. Small school districts are provided additional funds because they 
are generally. faced with higher per pupil costs than large districts. 

Districts which could receive funds from the budget proposal, however, 
do not necessarily face higher costs than other districts nor are they any 
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more likely to be serving a disproportionate share of students with unique 
educational needs. Instead, these districts would receive the additional 
funds because their ADA has dropped below a level that would maintain 
a specified percentage of prior-year revenues. 

For these reasons, we find no analytical basis for the budget proposal for 
this special funding. Consequently, we recommend that the $20 million 
proposed for special funding be deleted. If the Department of Education 
presents information to justify this proposed appropriation, we will.be 
prepared to analyze the department's information. The information 
should specify (1) how the department intends to allocate the $20 million 
proposed in the 1983-84 budget in-lieu of funds for the 100 percent reve
nue guarantee, (2) the criteria which will be used to establish district 
need, and (3) the level of support that the $20 million will provide tothe 
recipient districts. 

e. Single Session Kindergarten 
We recommend that urgency legislation be enacted to repeal the Educa

tion Code provisions requiring school districts to limit the use of their 
kindergarten teachers to the instruction of one kindergarten class daily. 

Under current law, a school district is required to meet the following 
three conditions in order to receive state apportionments for kindergarten 
average daily attendance (ADA): 

• A class must meet at least 180 minutes (3 hours) but no more than 240 
minutes (4 hours) per day. . 

• The teacher must be assigned to only one session of kindergarten. 
• The teacher must be employed on a full-time basis. . 
Chapter 100, Statutes of 1981 (AB 777), requires the kindergarten teach-

er to be available for assistance or assignment in the instructional program 
of the primary grades (other than kindergarten) when not involved in the 
teacher's own kindergarten program. It does not, however, require school 
districts to assign kindergarten teachers to non-kindergarten duties, nor 
does it permit one kindergarten teacher to conduct two kindergarten 
se~sions. 

The provisions of current law originally were adopted in order to give 
kindergarten teachers more time to meet with the parents of students, 
and to prepare materials for class. It was antiCipated that this would 
reduce remedial problems that otherwise would have to be addressed in 
later grades. The restrictions that· apply to kindergarten teachers do not 
apply to teachers at other grade levels. . 

As a result of current law, school districts must pay kindergarten teach
ers for a full school day, even though a kindergarten teacher spends only 
between three and four hours a day in a kindergarten class. The remaining 
hours in the work day are set aside for class preparation and for meetings 
with parents, unless the teacher is assigned to some other primary grade 
level duties. In contrast, a primary grade teacher spends up to six hours 
in class and has only two hours to prepare assignments, correct homework 
and examinations, mef't with parents, and perform other duties. 

Mandate Does Not Produce Benefits Commensurate With Its Cost. 
Resolution Chapter 62, Statutes of 1980 (SCR 58), required our office to 
evaluate and make recommendations on various specified local. mandated 
programs. The requirement that kindergarten teachers be limited to a 
single kindergarten class is one of the mandates we were directed to 
review. In our report on state-mandated local programs (Report 82-2},w~ 
noted that: 
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• No evidence is available to show that student performance has been 

improved by limiting the amount of time that kindergarten teachers 
spend in class. .. 

• There is no reason to believe that kindergarten teachers should spend 
less time in the classroom than teachers at other grade levels. 

• Relative to teachers at other grade levels, kindergarten teachers prob
ably need to spend less time preparing and correcting homework and 
examinations. 

• The mandate may encourage districts to increase the size of certain 
kindergarten classes. Existing law requires that school districts re
ceive only 3 percent of full ADA money for each kindergarten student 
enrolled in a class with over 33 students. In some cases, however, it 
may be less costly for districts to pay the class size penalty than to hire 
an additional kindergarten teacher when it hasinore than 33 kinder
garten students. For example, a school district with 40 kindergarten 
students could either include all 40 students in the same class and 
incur penalties of $12,000, or hire another full-time kindergarten 
teacher for a second kindergarten session. Given the requirement 
that a kindergarten teacher must be a full-time employee, in this case 
it would be less costly to the districts to pay the class-size penalty. 

• In those cases where districts choose not to increase class size when 
confronted with more than 33 kindergarten students per class, this 
mandate results in a more expensive education system. Without this 
mandate, the district in the example discussed above would have 
other options for accommodating the 40 students: it could either as
sign one teacher to teach two three-hour kindergarten sessions of 20 
students each, at no additional cost, or hire a part-time teacher to 
teach an additional session. It is possible that the cost of a part-time 
teacher would be less than the class size penalty. Consequently, school 
districts are prevented from achieving potential cost savings through 
the use of part-time staff or employing one teacher to teach two 
classes. 

Because this mandate increases state and local costs, produces no 
demonstrable benefits, and may have an adverse impact on class sizes, 
we recommend that it be repealed through urgency legislation. 

Fiscal Effect. If the single session kindergarten mandate is repealed 
and if districts either increase the number of sessions taught by kindergar
ten teachers or hire part-time kindergarten teachers, the districts would 
receive a windfall under the existing school finance mechanism. Current
ly, one kindergarten class generates sufficient revenue to pay for the 
teacher and other class costs. If one teacher were to teach two classes, the 
school finance mechanism would provide an amount sufficient to support 
two teachers, thus providing double-funding for teacher costs. . 

The purpose of our recommendation, however, is not to divert state 
funds away from local school districts. Rather it is to eliminate a mandate 
which results in school districts incurring costs that are. unnecessary or 
unjustified. Accordingly, repeal of this mandate need not result in a reallo
cation of state funds away from K-12 education. 
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f. Repeal Physical Education Mandate 
We recommend that urgency legislation be enacted to repeal the Educa

tion Code provisions which require (1) students to participate in physical 
education programs and (2) school districts to provide physical education 
as part of the school curriculum . 
. Undercurrent l~w, students in grades onethrou~h six must participate 
III physlCal education programs for at least 200 mmutes every 10 school 
days. Students m grades 7-10 II;lust participatem physical education pro
grams at least 400 minutes every 10 school days unless exempted for 
reasons such as illness, attendiilg driver traiiling, or participating m after
school interscholastic sports. State law does not require minimum student 
attendance m other subject areas, such as mathematics, English, and his-
tory. . 

. During our field visits, most administrators expressed the .view that 
physical education should not be. mandated. They maiiltaiiled that the 
mandate (1) hiildered the districts' efforts to adjust expenditures m the 
face of funding reductions and (2) reduced the districts' ability to offer the 
mstructional program sought by students and the community. 

Due to reduced enrollments and reductions m the purchasmg power of 
general education funding, some districts have attempted to achieve cost 
savmgs b}' reducmg the length of the school day .. The physical education 
mandate, however, prohibits the districts from reducmg tlle physical edu
cation program below the minimum sI>ecified by the mandate. Conse
quently, districts which reduce the number of class offerings must retaiil 
P.E., while eliminating classes in areas which may have a higher priority 
to the district and community. In some cases, academic classes such as 
English or science, may have to be sacrificed in order for the district to 
remain m compliance with the physical education mandate. 

Additipnally, the P.E. mandate denies those students who want to take 
academic classes, rather than physical education, the opportunity to do so. 

As described m the K-12 overview, California high school seniors rank 
below the national average in academic achievement arid the length pf 
the average California school day is less than the national average. Thus, 
the academic program in many California schools is squeezed from both 
directions: from a shorter-than-average school day on the one end and the 
P.E. mandate on the' other end. As a consequence,both the districts and 
students are unduly limited in their ability to take those actions that 
research has shown to increase achievement: mcreased academic course
work. Because neither the districts nor students can substitute academic 
courses for P .E., the mandate appears to promote educational mefficiency. 

For these reasons, we recommend that u~ge~cy legislation be enacted 
to repeal the P.E. mandate before the begmnmg of the 1983-84 school 
year.' . 

g. Unfunded Legislation-Chapter 67, Statutes of 1982 (AB971). 
The Governor's Budget identifies AB971 (Ch 67/82) as unfunded legis

lation enacted mthe 1981'-82 session. This measure expands the existing 
exemptions of specified mimi-al areas and open space lands from property 
taxation. The budget shows' that this measure carries a cost of $129,000 
because its results in a loss of property tax revenues which otherwise 
would offset state aid to school districts. Because this estimated loss of 
revenUes is small and actual property tax revenues for 1983-84 are un
known at this time, we concur with the Governor's Budget thatno specific 
appropriation is warranted. 
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2. County Offices of Education (Item 6100-106-001) 

a. Overview 
The county offices of education provide services to school districts and 

administer educational programs. The state apportions funds to thecoun
ties for the following categories of activities: 

• "Direct" Services. These serviCes-health care, guidance, and super
vision of instruction and pupil attendance-are provided to small 
districts, as defined by statute. 

• "Other Purpose" Services. These services include audio-visual serv
ices, staff development, and curriculum development. 

• Business Services. These services consist of payroll preparation, ex
penditure audits, maintenance of financial records, budget approval, 
collection and disbursement of funds, centralized purchasing, and 
data processing. 

• Program Administration. County programs include special educa
tion classes, Regional Occupational Programs (ROP), opportunity 
schools, technical, agricultural, and natural resource conservation 
schools, pregnant minor programs, child development programs, and 
other special classes (county jails, handicapped adults). . 

The Budget Act of 1982 appropriated $60.9 million for programs and 
services provided by county offices of education (excluding ROC/Ps, 
which were funded separately). The budget estimates that $65.6 million 
will be expended for county offices in 1982-83, assuming that projected 
deficiencies ($4.7 million for juvenile hall programs and $10.1 rrrillion for 
funds transferred from the county office appropriation to the ROC/P 
appropriation) will be funded through a deficienc~ appropriation. 

The budget proposes an appropriation of $69.7 million for county offices 
in 19~, an increase of $4.1 million, or 6.2 percent, over estimated 
current-year expenditures, assuming enactment of the deficiency appro
priation. This increase is due to projected enrollment growth in county
operated programs and a proposed 3 percent cost-of-living adjustment 
(COLA).The proposed COLA is less than the statutory COLA for county 
offices of education-7.4 percent. In order to fund the statutory COLA, an 
augmentation to the budget of $6.4 million would be needed. 

b. San Francisco County 
We recommend that the Legislature enact1egislation to eliminate the 

state portion of the San Francisco County office operations revenue limit 
and "Other Purpose" apportionment, effective in 1984-85 (General Fund 
savings: $350,000 annually), 

The· San Francisco County Office of Education receives state funding 
for "Other Purpose" services, business services, and varIOUS programs. 
Generally, county offices of education provide these services to school 
districts within. their jurisdiction. In the case of the county office in San 
Francisco, however, there is only one district within its jurisdiction-San 
Francisco Unified. 

Although five other county offices serve only one district apiece, these 
are rural and sparsely pcpulated areas. San Francisco Unified School Dis
trict (SFUSD), on the other hand, is the fourth largest district in the state, 
with an enrollment of approximately 58,000 ADA. The district also has a 
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revenue limit that is approximately 6 percent above the statewide aver~ 
age. 

Our review indicates that districts with more than 30,000 APi\. generally 
do not rely on the county office of education for business services and the 
various "Other Purpose" services. Sacramento. Unified School District 
(ADA of 39,000), for example, processes its own payroll and receives little 
assistance from the county for activities such as staff development,library 
services, and audiovisual aids. 

Given its size, San Francisco Unified should be able to realize the same 
economies of scale available to other large districts, and given its revenue 
limit, the district should not require a state subsidy outside the regular 
K-12 apportionment to finance these services. Under these circumstances, 
San Francisco Unified should not have to rely on the county office for 
business services and "Other Purpose" services. 

For these reasons, we recommend in our reI?ort, "A Review of County 
Offices of Education" (82-10), that the Legislature eliminate the state 
funding for the San Francisco County office operations revenue limit 
(which supports business services) as well as for the '~Other Purpose" 
apportionment. This would .result in a General Fund savings of approxi~ 
mately $350,000 annually, and a. corresponding loss of revenue to San 
Francisco County /Unified School District. This reduction woulci amount 
to about 6 percent of the district's expenditures on central office adminis~ 
tration and support (currently allocated primarily to audio~visual services 
and library services). For functions that cannot be assumed by SFUSD, if 
any, the county office could continue to use federal funds, revenue 
derived from local taxes, and state allocations for county~operated pro~ 
grams such as special education and ROP. 

In order to provide the county and district with sufficient lead time to 
make the p.ecessary adjustment in their budgets, we proposed in our 
report that the reduction not be implemented until 1984-85. . Accordingly, 
we recommend enactment of legislation, in the companion bill, to imple~ 
ment our proposal. 

c. Equalization for Juvenile Hall Funding 
We recommend that the Legi$lature adopt Budget Bill language to 

allocate inflation allowances for juvenile hall programs according to an 
equalization mechanism. 

County office of education juvenile hall programs are funded on the 
basis of a separate revenue limit per ADA. These revenue limits vary 
considerably among the individual programs. In 1981~2, the revenue 
limits among the 42 juvenile hall programs ranged from $1,718 per ADA 
in Del Norte County to $6,563 in Siskiyou County. The statewide avera. ge 
was $3,211 per ADA. 

These revenue limits reflect historical expenditure patterns, rather than 
objective measures· of need. . 

We find no jusijfication for the current cpsparity in the revenue limits 
for juvenile hall programs. Consequently, we recommend that these reve
nue limits be equalized.ln order to move toward equalization, we recom-· 
mend that inflation allowances for these programs be allocated according;:: 
to an equalization mechanism similar to the one used for school district:
revenue limits. Specifically, we recommend adoption of the following-'; 
. Budget Bill language: 

"Provided that the funds aRI?ropriated for a COLA for county-operated· 
juvenile hall programs shall be allocated pursuant to tlle follOwing fOJ;,-' 
mula: 
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(1) Calculate the average revenue limit per county-operated juvenile 

hall ADA. 
(2) :Multiply the amount from (1) above by 0.03. 
(3) Divide the result from (2) above by 2. 
(4) Increase the juvenile hall revenue limit per ADA by the result from 

(2) above for all counties with a juvenile hall revenue limit per 
ADA equal to or less than the average. 

(5) Increase the juvenile hall revenue limit per ADA by the amount 
determined in (3) for all counties with juvenile hall revenue limits 
equal to or greater than 125 percent of the average. 

(6) For counties with juvenile hall revenue limits between the average 
and 125 percent of the average, increase their rev~nue limit by the 
amount determined in (3) above, I>lus an amount determined by 
multiplying the amount determined in (3) above by the factor of: 
25 minus the percent above the average revenue limit, divided by 
25. 

(7) Any remaining funds after allocation pursuant to (1) through (6) 
above shall be allocated by increasing each juvenile hall revenue 
limit per ADA by an amount determined by dividing the remaining 
funds by the amount of reported juvenile hall ADA." 

The effect of this language would be to increase per-ADA funding for 
low-expenditure programs by more than the 3 percent proposed in the 
budget, and increase the funding for high expenditure programs by sig
nificantly less than 3 percent. For example, Del Norte woUld receive a $96 
(5.6 percent) increase in its per-ADA revenue limit while Siskiyou would 
receive a $48 (0.7 percent) increase per ADA. 

3. Regional Occupational Centers.and Programs (Item 6100-101·001) 
Regional Occupational Centers and Programs (ROC/Ps) provide voca

tional training to high school pupils and adults. There are 67 ROC/Ps in 
the state. Of these, 41 are operated by county superintendents of schools 
and 26 are operated by districts (mostly through· joint powers agree
ments). In 1981-82, they enrolled 81,257 pupils in average daily attend
ance (ADA), consisting of 56,347 high school ADA and 24,910 adult ADA. 

Courses cover a wide range of job-related training. Training is con
ducted in facilities on high school sites, centers, or business sites. High 
school pupils are provided with transportation between their school and 
the ROC/P facility. . 

a. Funding for ROClPs 
Table 12, shown previously, shows the funding for ROC/Ps. Prior to 

1982-83, funding for ROC I Ps was derived from the appropriations for K -12 
apportionments, county offices of education, and adult education. Conse
quently, Table 12 does not specify ROC/P expenditures for 1981-82. 

The budget proposes an appropriation of $173.0 million for ROC/Ps in 
1983-84, an increase of $19.4 million, or approximately 13 percent, over 
estimated current-year expenditures. The current-year amount-$153.6 
million-is $12.8 million more than the Budget Act appropriation for 
ROC/Ps in 1982-83. This is because ROC/P enrollment in 1981-82-the 
base year for determining the current-year appropriation-was higher 
than estimated. Pursuant to the provisions of the Budget Act of 1982, any 
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funding shortfall for ROC/Ps in the current-year due to higher-than-es
timated 1981-82 enrollment will be funded through transfers from the 
appropriations for K-12 apportionments, county offices of education, and 
adult education. The 1983-84 budget proposes a $12.8 million deficiency 
appropriation for the current-year to fund the transfers required to cover 
the shortfall. . 

The increase proposed in the budget for 1983-84 provides for a 10 
percent growth in enrollment and a COLA of 3 percent. Because enroll
ment growth would be funded at a unit rate which is below the average 
rate for the base program (pursuant to provisions implemented in the 
Budget Act of 1982), the amount required to support a 10 percent increase 
in enrollment is slightly less than 10 percentof the total base funding level. 
(Each 1 percent increase in enrollnient causes an expenditure increase of . 
approximately $1.4 million.) 

b. Enrollment Growth 
We recommend that during the budget hearings the Department of 

Finance provide information justifying the proposed 10 percent growth in 
enrollment for Regional Occupational Centers and Programs and therela
tionship of this proposal to the administration's policy on enrollment. 
growth in similar program areas. We further recommend enactment of 
legislation to provide tha~ in allocating deficits in the ROC/P appropria
tion caused by excessive enrollment growth, only those ROC/Ps that ex
ceed the authorized level of growth shall be subject to the deficit. 

Enrollment Growth. The amount of funded enrollment growth in 
ROC/Ps is subject to annual legislative determination thro1.!gh the budget 
process. Prior to 1982-83, statutory funding limits on enrollment growth 
in ROC/Ps applied only to adults in district-operated programs. With no 
such limitations on the increases in enrollment of high school pupils or 
adults in county-operated programs, average daily attenance (ADA) in 
ROC/Ps increased significantly in recent years. For example, between 
1979-80 and 1981-82, the annual increase averaged approximately 15 per
cent. 

The Budget Act of 1982 limited funding for enrollment growth in the 
current-year. The limit is 10 percent for liigh school ADA and 5 percent 
for adult ADA, resulting in a weighted average increase of aoout 8.5 
percent for all pupils. The budget proposes a growth of 10 percent (all 
pupils) for 1983-84, at a cost to the General Fund of $14.3 million. We note 
that with high school ADA (excluding ROC/Ps) projected to decline 
slightly in 1983-84, the budget prop_osal represents an expansion in the 
proportion of secondary school enrollment which would be accommodat
ed by ROC / Ps. 

The Department of Finance has not submitted any information to justi
fy the magnitude of ROC/P growth that would be funded in 1983-84. 
While there is no strictly analytical basis for determining the appropriate 
level of growth in this program, the Legislature may want to consider this 
issue in a broader context-one that includes the related issues of enroll
ment growth for the adult education program and for community col
leges. The budget provides for no enrollment growth in these programs, 
in contrast to the 10 percent proposed for ROC/ Ps. To facilitate legislative 
consideration of this policy determination, we recommend that during the 

. budget hearings, the department present information justifying the size 
of the enrolhrient growth proposed for ROC/Ps, and relating it to the 
policy toward enrollment growth in related program areas. 
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Deficits. Although the budget limits statewide growth to 10 percent, 
there is no such limit on state-funded growth in any individual ROC/P. 
Consequently, if a deficit were to occur as a result of total ROC/P growth 
inexcess of 10 percent, individual ROC/Ps which grew by less than 10 
percent nevertheless would be subject to that deficit. Consequently, we 
recommend enactment of legislation to provide for the allocation of such 
funding deficits only to those ROC/Ps which exceed the authorized level 
of growth. 

c. Target ROC/P Training to Grades 11 and 12 
We recommend that the Legislature adopt Budget Bill language and 

enact follow-up legislation restricting enrollment in Regional Occupation
al Centers and Programs (ROC/Ps) to pupils in grades 11 and 12 and 
adults~ fora General Fund savings of$13,02~000. (Reduce Item 6100-101-
001 by $12,647,000 and reduce Item 6100-226-001 by $3'T~000.) 

We further recommend that the Legislature adopt Budget Billlanguage 
dkecting the Department of Education to (l) certify to the Director of 
Finance the amount of funding apportioned to each ROC/Pin 1982-83 for 
attendance by pupils in grades 9 and 10, and (2) reduce the 1983-84 
entitlement for each ROC/P by the amount certified 

Limiting Enrollment. ROC/Ps are open to all high school pupils and 
adults. Although some ROC/Ps have a policy of not enrolling pupils below 
grades 11, most accept pupils at any high school grade level. Based on 
reports submitted to the Department of Education by 93 percent of the 
ROC/Ps, we estimate that about 10,000 pupils in grades 9 and 10 were 
enrolled in ROC/Ps in 1981-:82, or approximately 10 percent of all second
ary school pupils in ROC/Ps. 

In contrast to generalized training offered in school-based vocational 
education programs, ROC/P courses are designed to prepare individuals 
for employment in _specific occupations in the labor market. Courses pro
vide entry-level skills, and generally can be completed in one semester or 
one year. The type of job-specific training offered by ROC/Ps should be 
most effective if provided as close as I>ossible to the time when the pupils 
are seeking employment. Thus, enrollment of 9th and 10th grade pupils 
in ROC/Ps may be counter-productive from a vocational training stand
point and also may dilute the pupil's core academic preparation. Conse
quently, we recommend Budget Bill language to prohibit the enrollment 
of 9th and 10th grade pupils in ROC/Ps. 

Funding Reduction. Because ADA is not reported by grade level, the 
precise amount of state funds apportioned for the attendance of ninth and 
tenth grade pupils is not known. Based on head count enrollment reports, 
however, we estimate that this recommendation would result in a General 
Fund savings of approximately $13 million. Consequently, we recommend 
that the budget proposal be reduced by $13 million. We further recom
mend the adoption of Budget Bill language directing the Department of 
Education to certify the amount of funding provided for this purpose in 
1982-,.83. By applying this reduction only to those ROC/Ps which enrolled 
ninth and tenth grade pupils in 1982--83, our recommendation would not 
affect adversely any ROC/P's capacity to enroll pupils in grades 11 and 12. 

Specifically, we recommend the following Budget Bill language: 
"Provided that no Regional Occupational Center/Program shall enroll 

. pupils in grades 9 and 10." 
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"Provided further that the Departmentpf Education shall certify to the 
Director of Finance the amount of state funding apportioned to ROC/ 
Ps in 1982-83 for the attendance· of pupils in grades 9 and 10; The 
Department of Education shall teduceeach ROC/P's authorized 1983-
84 ADA level by a factor of 1.1 times the amount of grade 9 and 10 
enrollment in that ROCIP in 1982-83." 

d. New Criteria for ROC/P and Adult Education Vocational Course Approval 
We recommend that the Legislature adopt suppleIilentallanguage di

recting the Department of Education to develop new criteria for approval 
of state funded ROCIP and Adult Education vocational courses~ based 
upon skill leve4 wage leve4 and· documentation of local Jabor market 
shortage. We further recommend that these criteria be applied to existing 
as well as new or revised COUF$es. 

ROC/Ps are required to submit a description of each proposed new or 
revised course to the State Department of Education· for approval. Ac
cording to state regulations, courses must "meet the labor demand," as 
determined and verified by the ROC/P, and ROC/Ps must"nulke use" of 
an occupational advisory committee for each colirse. Similarly, Adult Edu
cation . vocational courses must have. "high· employment potential." 
However, there is no requirement that HOC/Ps take into. account the 
relationship between labor demand and supply, the skill level of the occu
pation, or the wage level. Similarly, current law requires the local govern
ing body of each ROC/P and Adult Education program to review every 
course initiated after September 22, 1979, in order to ensure that the 
course (1) meets a documented labor market demand, (2) does not un
necessarily duplicate other programs, and (3) is effective, as measured by 
the employment and completion success of its.students .. These .criteria, 
like the state regulations, emphasiz~ labor. demand rather than the sup-
ply / demand relation!)hip. .. . . . .... .. . 

Our review indicates that ROC/P directors and Adult Educationrro
gram a~trators deCide to Qperate coursesyri!Uarily on :the basis 0 . (1) 
the pupil demand for the . course, (2) the likelihood of Job placement 
follOWing training, and (3) the cost of the course. In many cases, this has 
resulted in the operation of courses which train pupils for occupations that 
have low skill requirements, low wages, and noshottage of job applicants. 
Examples of such courses, offered in 1982-83, inClude courses to train 
pupils to be restaurant waiters, waitresses, dishwashers, and cashiers, gro
cery store checkers, amusement Park attendants, pet groomers, cos
metologists, child development aides, recreation aides, service station 
attendants, and hotel clerks. . 

In occupations such as these, there is generally an adequate supply of 
job applicants who are either qualified or can obtain the necessary skills 
through on-the-job training provided by the empldyer. The number of 
pupils completing training in public school vocational cours~s in cosmetol
ogy in 1979--80, for example, was four times the estimated number of job 
opportunities. 

By allocating limited state resources for job training in these occupa
tions, less funding is available to improve the quailtityand quality of 
training which can be provided in priority areas such as electroniCs, com
puter applications, and health. Moreover, training students for jobs in 
labor surplus occupations does nothing to improve employment oppor
tunities for the labor force as a whole. Where an Adult Education or 
ROC/P graduate is hired to fill ajob in one of these occupations, it simply 
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means that, another qualified applicant orjob holder is displaced. 
Consequently, we recommend that the Department of Education de

velop and implement regulations revising ROC/P and Adult Education 
vocational course ~pproval criteria for state-funded courses so that in the 
future approval will be based primarily on the following factors: skill level, 
wage level, and documentation of local labor market shortage (including 
an assessment of the ability of the employer to conduct the necessary 
training). Courses restricted to handicapped persons would be exempt 
from these criteria. 

Currently, only new or revised courses must be submitted to the depart
ment for approval. If new criteria are adopted, however, existing courses 
should be reviewed for consistency with tliecriteria. The department can 
acco~pJish this task on a phase .. in basis, beginning with courses involving 
low-skill occupations. 

In developing the course approval criteria, the department should at
temptto incorporate qtiantitative measures of skill level, such as the Spe
cific Vocational Preparation codes used by the U.S. Department of Laoor. 

Although it is difficult to aggregate labor supply and demand data at the 
local level, the department can require ROC/P directors (with the assist
ance of their occupational advisory committees) and Adult Education 
program administrators to submit evidence of a labor market shortage and 
to verify that the training could not be assumed by the employer. The 
Education Code requires each district or county superintendent govern
ing an ROC/P to conduct local job market surveys. These surveys, in 
conjunction with existing supply and demand data and job outlook narra
tives published by the Employment Development Department for coun
ties and Standard Metropolitan Statistical Associations, can serve as the 
basis for documenting the degree oflabor market shortage for occupations 
covered by ROC/P and Adult Education vocational courses. This task 
should be facilitated by the publication of a guide, currently being devel
oped by the California Occupational Information Coordinating Commit
tee, designed. to assist local program administrators in the use of labor 
market information in the planning process. . 

Specifically, we recommend that the Legislature adopt the follOwing 
Supplemental Language: 

"The State Board of Education shall, by December 1, 1983, adopt regula
tions establishing new criteria for the approval of vocational training 
courses in Regional Occupational Centers and Programs (ROC/Ps) and 
Adult Education programs, based on occupational wage level, skill level, 
and labor market shortage. It is the intent of the Legislature that state 
funding be prohibited for courses (excluding courses for handicapped 
persons) that provide training in occupations with low wages, low skill 
levels, no labor market shortage (considering the relationship between 
labor demand and supply), or where employers have the capacity to 
conduct the necessary training. It is further the intent of the Legislature 
that existing, as well as new, courses be reviewed for approval, on a 
phase-in basis, beginning with courses in low skill occupations." 

e.Pilot Program for Block Grant Funding 
We recommend that the Legislature adopt Budget Bill language estab

lishing a three-year pilot program to fund up to five ROC/Ps on a block 
grant basis. 

~--- ... ---.---~-----------
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ROC/Ps are funded on a revenue limit basis. For each pupil in average 
daily attendance (ADA), the ROC/P receives a fixed amount of state 
funds equal to the revenue limit established for the ROC/P. Revenue 
limits in county-operated ROPs ranged from $1,369 per ADA to $4,199 in 
1980-81. Pursuant to a new method of funding implemented for 1982-83, 
each ROC/P's annual growth in ADA over the prior year is funded at the 
same rate-the statewide average revenue limit for district-operated 
ROC/Ps ($1,612 per ADA). 

In contrast to revenue, which is a fixed amount per ADA within any 
particular ROC/P, the cost of individual.training courses or programs 
varies: some courses cost less per ADA than the revenue generated, others 
cost more. Consequently, the ROC/P director must balance the low-cost 
and high-cost courses in order to stay within total budgeted resources, a 
process known as "cost averaging." Thus, any ROC/P director who desires 
to operate high-cost courses (such as those in high technology fields) has 
a fiscal, rather than programmatic, incentive to operate low-cost courses. 
To the extent that such courses are in occupations where the need for 
trained persons is relatively low, this results in a suboptimal curriculum. 
As mentioned previously, our field visits indicate that this is occurring to 
a considerable extent. Low~cost courses, such as cosmetology, frequently 
are offered by ROC/Ps in spite of low wage levels and a generally ade
quate supply of job applicants relative to demand. 

In order to explore options for eliminating the adverse impact on pro
gram curriculum that currently results from the revenue limit mechanism 
used to fund ROC/Ps, and to give ROC/Ps more opportunity to shift their 
curricula toward higher technology occupational training, we recommend 
that the Legislature establish a three-year pilot program under which 
ROC/Ps would be funded by block grants rather than revenue limits. 
Under this proposal, ROC/Ps would receive the same level of funding 
which they would have received under the revenue limit system (includ
ing annual inflation and growth allowances), but would have the discre
tion to reduce their enrollment without losing funds. (The pilot project 
ROC/Ps would be. subject to the same limit on ADA growth which is 
applicable to other ROCIPs.) 

Specifically, we recommend that the Legislature direct the Department 
of Education to select up to five ROC/Ps to participate in the pilot pro
gram, based on a review of plans submitted oy interested RO. C/Ps. Each 
plan should indicate how the funds will be expended, and should show 
how the curriculum will be enriched. This recommendation could be 
implemented by adopting the following Budget Bill language: 

"Provided that the Department of Education shall select up to five 
ROC/Ps to partichlate in a three-year pilot program in which the ROC/ 
Ps will be funded by a block grant, based on each participating ROC/P's 
entitlement if funded for authorized enrollment growth under the 
regular program. Provided further that each ROC/P applying for the 
program shall submit to the department an expenditure plan, and that 
each participant shall submit an annual report on courses, expenditures, 
and enrollment." 
We will review the results from this pilot program, if established, and 

report our findings aIld recommendations to the Legislature in the Analy
sis of the 1986-87 Budget BiU. 
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f. ROCIP Equalization 
We recommend that the Legislature adopt Budget Bill language to 

allocate inflation allowanceS for Regional Occupational Centers and Pro
grams (ROC/Ps) according to an equalizlltionmechanism. 

Regional Occupational Centers and programs (ROC/Ps) are funded on 
the basis of revenue limits. These revenue limits vary considerably among 
the individual programs. Tl:!.e ROC / P revenue limit per ADA in San Mai:eo 
County, for example, was $3,106 in 1981-82, while the ROC/Ps in Contra 
Costa and Santa Cruz COllnties had revenue limits below $1,700. 

These revenue limits reflect historical expenditure patterns rather than 
objective measures of need. W f!. fi?d no justification for the wide disparity 
among the ROC/P revenue limits. Consequently, we recommend that 
these revenue limits be equalized. In order to move toward equalization, 
we recommend that inflation allowances for these programs be allocated 
according to an equalization mechanism similar to the one used for school 
district revenue limits. 

Specifically, we recommend adoption of the following Budget Bill lan
guage: 
"Provided that the funds appropriated for a COLA for Regional Occu
pational Centers and Programs (ROC/Ps) shall be allocated pursuant to 
the following formula:. 
(1) calculate the average revenue limit per ADA in the ROC/Ps; 
(2) multiply the amount from (1) above by 0.03; 
(3) divide the result from (2) above by 2; 
(4) increase the ROC/P revenue limit per ADA by the result from (2) 

above for all ROC/Ps with a revenue limit per ADA equal to or le~s 
than the average; 

(5) increase the revenue limit per ADA by the amount determined in 
(3) for all ROC/Ps with revenue limits equal to or greater than125 
percent of the average; 

(6) for ROC/Ps with revenue limits between the average and 125 per
cent of the average, increase their revenue limit by the amount 
determined in (3) above plus an amount determined by multiply
ing the amount determined in (3) above by a factor of: 25 minus 
the percent above the average revenue limit, divided by 25. 

(7) Any remaining funds after allocation pursuant to (1) through (6) 
above shall be allocated by increasing each RQC/P revenue limit 
per ADA by. an amount determined by dividing the remaining 
funds by the ~ount of reported ROC/P ADA." 

The effect of this language would be to increase per ADA funding for 
low expenditure (less than $1,743 per ADA) ROC/Ps by more than the 3 
percent proposed in the budget, while high expenditure ROC/Ps would 
receive a per ADA increase significantly less than 3 percent. 

g. Administrator-Teacher Ratio 
We .recommend that the Legislature adopt Budget Bill. language to 

make Regional OccuPlltional Centers and Programs (ROC/Ps) subject to 
the same ceiling on administrator-teacher ratios that is applied to high 
school districts, provided that each ROC/P be allowed at least 1.0 adminis
trative position without penalty (potential General Fund savings of up to 
$1 million annually). 
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In order to control unnecessary growth in the number of administrators, 
the Education Code requires school districts to pay a penalty for exceed
ing a specified ratio of administrators to teachers. ROC/Ps are exempt 
from tliis requirement. . 

Table 14 shows the distribution of ROC/Ps according to the number of 
administrators per 100 teachers in 1981-82. The information in the table 
is based on responses to a departmental survey from 54 of 65 ROC/Ps. The 
ratios ranged from 4.2:100 to 22.7:100. Our examination of the data indi
cate~ that there is no relationship between the size of ROC/P and the 
relative number of administrators. 

Table 14 
ROC/P Administrator/Teacher Ratios 

1981-82· 

Administrators Number 
Per 1()() Teachers of ROCIPs 
0-7.0.................................................................................................................................... 13 
7.1-14.0 .............................................................................................................................. 28 
14.1-21.0 ............................................................................................................................ 7 
Over 21.0 .......................................................................................................................... 6 

Total............................................................................................................................ 54 

a Based on Department <if Education (CBEDS) report. 54 of 65 ROC/Ps responding. 

Percent 
of Total 

24.1% 
51.9 
12.9 
11.1 

100.0% 

The wide variation among the ROC/Ps in tile number of administrators 
indicates theileed for some control mechanism. 

Although we do not have an analytical basis for determining the cost
effectiveness of the statutory ceiling on administrator / teacher ratios that 
applies to high school districts, we find no reason why ROC/Ps should be 
exempt from these ceilings. Under the statutory ceiling, a district must pay 
a penalty for exceeding a ratio of seven administrators for every 100 
teachers (or 14.3 teachers per administrator). Table 14 shows that about 
76 percent of the ROC/Ps responding to the department's survey exceed
ed this limit. 

Some of the individual ROC / Ps which would be affected if the statutory 
ceiling were applied to these programs are relatively small agencies with 
only one administrator. In recognition of the diseconomies of scale in
volved in small ROC/Ps, we recommend that each ROC/P be permitted 
at least 1.0 administrative position without penalty. This would affect eight 
of the 41 ROC/Ps which reported more than seven administrators per 100 
teachers. 

As applied to schooldistricts, penalties for exceeding the statutory ceil
ings on ad.rn¥ristrators are based on current year data. Consequently, if our 
recommendation is adopted, the penalties would first apply to 1983-84 
staffing ratios in excess of the ceilillg. The ROC/Ps would therefore have 
an opportunity to adjust to the ceilings. If the existing ratios :were not 
adjusted to stay within the ceiling, this recommendation would result in 
approximately $1 million in apportio:pm.ents being withheld, for a corre-
sponding savings to the General Fund. . 

Specifically, we recommend the adoption of the following Budget Bill 
language: 

"Provided that the apportionment for ROC/Ps exceeding the adminis
trator-teacher ratios for high school districts shall be adjusted pursuant 
to the procedure specified in Education Code Sections 41400 through 
43-76610 
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41406, except that each ROC/P shall be allowed a minimum of 1.0 
administrative position." 

h. institute for Computer Technology 
Werepommend that the Legislature adopt Budget Billlanguage to fund 

the Ir,stitute for Computer Technology as an exemplary project under the 
Investnitmt in People Program:. rather than from the appropriation for 
Regional Occupational Centers and Programs:. as provided by c.,urrent law. 

The Institute for Computer Technology was established in 1982 by three 
school districts in Santa Clara County-Sunnyvale Elementary, Fremont 
Union H.igh School, and Los Gatos Joint Upion High School-to provide 
education and training in computer technqlogy for pupils in grades K-12 
anq adults. Chapter 1528/82 (AB 3266) reappropriated up to $100,000 from 
the exemplaryprojects component of the Investment in People program 
(Budget Act of 1982) to support the institute in 1982--83, to be allocated 
on the basis of the average revenue limit per ADA ($2,057) of the three 

. participating districts. Chapter 1528 also provided that support for the 
institute in 1983-84 and annually thereafter shall be made from the appro
priation for Regional Occupational Centers and Programs (ROC/Ps), for 
a maximum of 500 ADA. 

We believe that the Institute for Compllter Technology represents an 
innovative effort in multi-district coordination. We recommend, however, 
th~t the institute continue to be funded in 1983-84 as an exemplary project 
of the Investment in People program (Staff Development), rather than 
be supported from the ROC/P appropriation, for the.following reasons: 

• Because the institute serves elementary and junior high school pupils, 
as well ~s senior high school pupils, its role differs from that of the 
ROC/Ps, which ru::e designed to prepare high school pupils for im-
mediate entry into the job market. . 

• High school Pllpils in the institute are eligible to enroll in the Santa 
Clara and San Jose ROC/Ps, which intend, to offer computer skills 
courses in 1983-84. 

• Funding the institute from the appropriation proposed for ROC/Ps 
will have the effect of reducing the amount available for enrollment 
growth in the existing ROC/Ps. 

Specifically, we recoffiIllertd th~t the following Budget Bill language be 
adopted for. the ROC/P item: 

"Provided that, Education Code Section 52484 notwithstanding, no 
funds from this item shall be apportioned for enrollment in the Institute 
for Computer Technology. Provided further that the Institute for Com
puter Technology shall be funded, llP to a maximum of 500 ADA, as an 
exemplary project in the Investment in People program (staff develop
ment) , to the extent that funds are made available for this program in 
this act." 
Because all staff development programs (including the exemplary 

projects funds) are included in the proposed block grant program, we 
suggest that any action on this recommendation be coordinated with the 
Legislature's decisions regarding the block grant. 
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i. Unfunded Legislation-Chapterl044, Statutes of 1982 
Chapter 1044, Statutes of 1982, permits district-operated ROC/Ps to 

accumulate excess reserves (year-end balances exceeding 15 percent of 
operating expenditures) over a period of two or more years, for purposes 
of capital outlay. Prior law required that such reserves be returned to the 
state General Fund. . 

The budget includes Chapter 1044 in its list of statutes for which General 
Fund costs are projected for 19~ but which are not funded in the 
budget. Our analysis indicates, however, that this act will result ina loss 
of revenue, rather than an increase in cost that would require funding by 
a Budget Act appropriation, and therefore should not De considered as 

. unfunded. . 

4. Urban Impact Aid and Chapter 323 (Meade) Aid (Item 6100-206-0(1) 

a. Overview 
In 1976 and 1977, the Legislature created new funding mechanisms to 

provide additional general aid to certain school districts. For 19~, the 
budget proposes that 19 urban districts receive $59.7 million in additional 
funding under the Urban Impact Aid program, and that over 250 districts 
receive $9.4 million in additional funding under Ch 323/77 (Meade) aid. 
Generally, both funding mechanisms are subsumed under the heading of 
Urban Impact Aid. 

Table 15 displa}'s the funding levels for these Urban Impact Aid funding 
mechanisms, for the past, current, and budget year. As the table indicates, 
the budget proposes a 3 percent cost-of-living adjustment for both mech-
anisms in 1983-84. . 

Table 15 
Urban Impact Aid and Chapter 323 General Aid 

(in thousands) 

Urban bnpact Aid ................... . 
Chapter 323 general aid ......... . 

Totals .................................. .. 

Actual 
1981-82 
$58,003 

9,171 
$67,174 

Estimated 
1982-83 
$58,003 
. 9,100 
$67,103 

b. Recommend Elimination of COLA 

Proposed 
1983-84 
$59,743 

9,373 
$69,116 

Change 
Amoimt Percent 

$1,740 3% 
Z13 3 

$2,013 3% 

We recoD1mend that funding for the cost-oE-living adjustment proposed 
for Urban ID1pact Aid be deleted, because there is no analytical basis for 
providing such an adjustment to this type of program, for a Ceneral Fund 
savings of $2,013,000 . . (Reduce Item 6100-226-001, by $2,013,(){}(}.) 

Urban Impact Aid uses categorical funding mechanisms to provide gen
eral aid to selected districts. The funds provided under these programs can 
be used to support any expenditure by the district. Unlike funding pro
vided under other categorical programs, these funds are not earmarked 
for a specific educational purpose or a specific group of pupils. 

Typically, cost-of-living adjustments (COLA) are appropriated fot pro
grams that are tied to a: specific type of service (for example, Miller-Unruh 
reading teachers) which has become more costly due to inflation (for 
example, due to increases in teacher salaries). . 

. Our analysis indicates that this logic does not apply to Urban Impact Aid. 
These funds are not restricted to a specific service. Consequently, districts 
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do notroutinely incurincreased costs insupportirig an Urban Impact Aid 
"program." Faced with a generaliIicreaseiIi costs, those districts receiv
ing Urban Impact Aid have the flexibility to redirect their Urban Impact 
Aid funds to less costly items and services. Accordingly, we cannot support 
the need for a cost-of-liviIig adjustment iIi the Urban Impact Aid pro
grams, and recomIIlend that fundirig for the proposed COLA (Item 6100-
226~001) be deleted, for a General Fund savirigsof $2,013,000. . 

5. State Educational Block Grant (Item 6100-218~OOl) 
The Governor's Budget proposes to consolidate nirie General Fund local 

assistance programs iIito a siIigle block grant. 
Table 16 shows the past .and current year expenditures for the programs 

to be consolidated and the proposed appropriation for the block grant iIi 
the budget year. 

Table 16 
General Fund Local Assistance Funding for Programs 

Proposed to be Consolidated into the 
State Educational Block Grant 

Economic Impact Aid ............... . 
School Improvement Program 
Instructional Materials ............ .. 
Gifted and Talented Education . 
Miller/Unruh Reading Pro-

gram ...................................... .. 
Staff Development ..................... . 
Demonstration Programs in 

Reading and Mathematics 
Educational Technology ........... . 
Native American Indian Educa-

tion Program ...................... .. 
State Educational Block Grant 

(in thousands) 

Actual Estimated 
1981~ 1982-83 
$171,346 $171;737 

162,658 . 162,695 
39,976 40,678 
16,883 16,838 

16,181 
3,328 . 

3,558 
998 

319 

16,182 
12,793 

3,558 
1570 

318 

Totals ...................................... $415,157 $425,669 

Proposed 
1983-84 
($171,737) 
(162,695) 
(40,678) 
(16,838) 

(16,182) 
(12,736) 

(3,558) 
(1570) 

(318) 
425,612 
$425,612 

Change 
Amount Percent 

-$57 -0.4% 

"':$57 N/A 

In addition, the budget proposes to iIiclude iIi the block grant fundirig 
that otherwise would be used for state admiriistration of vocational educa
tion (VEA). VEA local assistance funding would remairi, however, outside 
the block grarit, and would contiriue to De allocated pursuant to federally
approved formulas. In our analysis of the budget's request for state admiIi
istration, we· discuss the proposed changes iIi state operations associated 
with the block grant. We also present a separate analysis of each of these 
programs proposed for consolidation, usiIig our traditional format, iIi or
der to provide the Legislature with information on the iIidividual ~ro
grams in the event the Legislature decides not to include some or all of 
the programs in the proposed block grant. 

As shown iIi Table 16, the budget proposes no COLA for these nirie 
programs iIi 1983-84, iIi contrast to the budget's ~roposal that a 3.0 percent 
COLA be granted to most other categorical aid programs. (The $57,000 
reduction iIi the staff development component shown iIi Table 16 reflects 
the funds carried over from 1981--82 to 1982--83, and thus not part of the 
baseline amount for this activity.) . 
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a. Inadequate Information 
We recommend that by Apri11~ 1983, the State Department oE Educa

tion provide the information needed by the Legislature to review ade
quately the advantages and disadvantages of the State Educational Block 
Grant. We withhold recommendation on the proposed local assistance 
funding for the block grant ($4~61~OOO)~ pending receipt of this informa
tion. ' 

Before the Legislature can consider the block grant proposal, it will 
need information on (1) how the funds would be allocated to school 
districts and (2) how much flexibility school districts w()uld have in allocat
ing the funds among schools and programs. At the time this Analysis was 
prepared, this information was not available. 
- Our review indicates that consolidating categorical education programs 

into a block grant would have a number of advantages and disadvantages. 
In this section, we discuss the potential advantages and disadvantages of 
establishing an education block grant. In subsequent sections of this Analy
sis, we discuss the individual categorical programs proposed for consolida-
tion into the block grant. ' 

Advantages. The advantages of establishing a state education block 
grant are as follows: 

• Responsi~ility for establishing funding levels for .I?rogr~s would be 
vested WIth the level of government most famIliar With, and most 
responsive to, local needs. ' 

• Responsibility for administering the programs would be assigned to 
that level of government best able to oversee rrogram operations. 

• Administration of the programs at the localleve could be centralized 
'" and streamlined, because districts would not need to' comply with 

state program regulations and reporting and auditing requirements 
which apply to individual categorical programs. 

• The state would experience savings, because not as many state staff 
would be needed to administer the programs. 

Disadvantages. The disadvantages of establishing a state education 
block grant are as follows: 

• The state would be unable to direct funds to programs having a high 
statewide priority. 

• Specialized programs that are provided most efficiently on a state
wide or regional basis' might be eliminated or made less ,efficient. 

• Districts would lose access to the specialized expertise of state staff, 
unless some technical assistance components (perhaps funded on a 
reimbursement basis) were maintained. 

• Services which are now uniform throughout the state would vary by 
district. 

• Some districts might have difficulty in providing those services now 
provided by state staff, because' they lack the resources needed to 
perform certain administrative and programmatic functions effec
tively. 

In addition, we believe the administration needs to address the follow
ing issues before the Legislature will be able to determine the potential 
effects of the proposed block grant: ' . 

• Will funds be allocated (1) by a formula based on pupil characteristics, 
(2) by a formula based on average daily attendance, or (3) by a 
competitive grant based on proposed expenditures? The programs 
proposed for consolidation currently use all three allocation methods. 
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Any change in the current allocation methods undoubtedly would 
result in funding shifts among districts. 

• Will the pr9Posru include allocation control provisions if there are 
funding shifts, to ensure that no district receives less or more than a 
specified percent of the funds received from the separate programs 
in 1982-83? In other words, will districts be held harmless against 
"excessive" reduction in funding? 

• Will the funds be provided as general aid, available for financing 
general salary increases and benefit improvements determined 
through the collective bargaining process? If not, what specific pur
poses can the funds be used to support? 

• Why were these nine programs selected for inclusion in the block 
grant proposal while other similar categorical programs not included? 
For example, Urban Impact Aid is not proposed for inclusion in the 
block grant, even though it is a general aid categorical program. 

• What is the basis for the administration's assumption that establish
ment of the block grant would result in a 5 percent increase ($21 
million) in funds, available for teaching services in 1983-84, and a 10 
percent increase ($42.5 million) in 1984-85. (These amounts are based 
on the administration's assumption that 20 percent ($85 million) of 
the funds received by local districts for these programs are used to pay 
for administrative costs, and that a quarter of these costs .could be 
saved and reallocated in 1983-84 and half could be saved and real
located in 1984--85. We estimate that diredadministrative costs for all 
local district progams is approximately 5.3 percent.) 

• Will existfug school site councils and aqvisory committees have any 
control over the allocation of these funds? (Under the current sunset 
provisions established by AB 8 (Ch 282/79), school site councils would 
continue to have authority over the allocation of School Improvement 
Program funds even if all other rules and regulations were terminat-
ed) . 

Without this type of information there is no way to compare the 
proposed grant to the current categorical aid system. 

The Governor's Budget, however, indicates that the details of the block 
grant proposal will not be developed fully and available to the Legislature 
untilAugust 1,1983. We recommend that the administration accelerate its 
timetable and provide by April 1, 1983, the information needed for legisla
tive review of the block grant proposal. Pending receipt of this informa
tion, we withhold recommendation on this proposal. 

B. CATEGORICAL EDUCATION PROGRAMS 

1. Consolidated. Categorical Programs 
This section analyzes the state and federal categorical aid programs 

currently administered by the State Department of Education's Con
solidated Programs Division. 

The Governor's Budget proposes to include most of these programs 
within a single State Educational Block Grant (Item 6100-218-001). Never
theless, we include in this section our analysis of each categorical program 
both to facilitate legislative review of the block grant program and to assist 
the Legislature in the event it decides not to include some or all of these 
programs in the proposed block grant. 

Table 17 displays (1) funding for federal ECIA Chapters I and II and 
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programs which are not included in the proposed block grant and (2) the 
funding level for each state categorical program which is proposed to be 
in the block grant. 

Table 17 
Funding for Programs 

Included in the Consoliciated Programs Division 
(in thousands) 

Actual Estimated Proposed Change 
1981-82 1982-83 1983-84 Amount Percent 

Consolidated program components not 
included in proposed State Educa
tional Block Grant: 

State administration ................................ $3,864 
ECIA Chapter I ........................................ 272,545 
ECIA Chapter II ..................................... . 

. Subtotals .................................................. $276,409 
Consolidated program components 

proposed for inclusion in State Edu
cational Block Grant: 

State Administration ............................... . 
School Improvement Program ............. . 
Economic Impact Aid ............................. . 
Miller-Unruh ............................................. . 
AB 1544 Indian Education ..................... . 

Subtotals ................................................. . 
Totals ....................................................... . 

General Fund ............................................... . 
Federal funds ............................................... . 
Reimbursements ........................................... . 

$4,015 
162,658 
171,346 
13,387 

319 
$351,725 
$628,134 
$351,725 
276,403 

(j 

$1,995 
252,776 
33,228 

$287,999 

$5,820 
162,695 
171,737 
16,182 

318 --
$356,752 
$644,751 
$356,752 
28'l999 

$2,049 
252,776 
33,228 

$288,053 

$6,083 
162,695 
171,737 
16,182 

318 
$357,015 
$645,068 
$357,015 
288,053 

$54 2.7% 

$54 

$263 4.5% 

$263 0.1% 
$317 
$263 0.1% 

54 

a. Economic Impact Aid and ECIA Chapter I Aid (Items 6100-218-001 and 
6100-136-890) • 

The. primary source of state funding for compensatory education serv
ices to educationally disadvantaged students is the Economic Impact Aid 
(EIA) program. Similar educational services are supported witli federal 
funds provided under the federal Education Consolidation and Improve
ment Act (ECIA) Chapter I. Table 17 displays funding for these two 
programs. . . 

Economic Impact Aid (Item 6100-218-(01). The intent of EIA.is to 
I>rovide funds for supplemental educational services, particularly in basic 
skills, to children who (1) have difficulty in reading, language develop
mept, and mathematics and (2) attend schools which (a) are located in 
high poverty areas and/ or (b) have an excessive number of children with 
poor academic skills. EIA funding served 269,000 pupils in 1981-82. 

Although the budget proposes to fold EIA into State EducationalBlpck 
Grant, we present this analysis of EIA in order to provide speCific informa
tion about the program that will assist the Legislature in deciding (1) 
whether to fold the program into a block grant and (2) if it decides not 
to eliminate the program, what actions should be taken with respect to the 
program in the 1983-84 budget; 
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Allocation Formula Change Needed 
We recommend that the Legislature adopt Budget Bill language to 

change the EIA formula so that EIA allocations are based on the statewide 
district count of Limited English Proficient pupils~ rather than on the 
distri()t count of only Spanish and Asian surnamed and American Indian 
pupils. We further recommend that legislation be enacted to amend the 
relevant sections of the Education Code to reflect this formula change. 

Economic Impact Aid (EIA) is a mechanism for distributing aid to 
school districts for the provision of compensatory education services, in
cluding services to limited English proficient (LEP) pupils. The funds are 
allocated through a complex formula which determines the "unmet need" 
of each school district. Need is calculated using factors related to: (1) 
additional resources necessary to serve LEP pupils, as projected by the 
number of Spanish and Asian surnamed and American Indian pupils, (2) 
family poverty, as determined through a combination of welfare arid in
come data, and (3) pupil transiency, as computed from the districts' aver
age daily attendance. 

Our analysis indicates that the current method for determining the 
impact of LEP pupils-identifying the number of Spanish and Asian sur
named and American Indian pupils-is not the most accurate method 
available. A statewide census is now conducted each spring to specifically 
identify limited En~lish proficient children. (T~e res~~s of the 1982 ~an
guage Census are discussed as part of our analysIs of bilingual education.) 
We recommend that this census data be used, instead of the current proxy 
data, for determining the potential impact of LEP pupils. By changing the 
EIA formula in this way, the state would: . . 

More accurately target bilingual education funds to LEP pupils. Using 
the LEP census data would ensure that districts with the highest propor
tion of pupils actually needing bilingual education would receive funding. 
Under the current formula, pupils who are fully English proficient (FEP) 
but have Spanish or Asian surnames, or who are American Indian, trigger 
EIA funds for their district. In addition, there are districts that have LEP 
pupils who are neither American Indian nor Spanish or Asian surnamed. 
According to the spring 1982 census, 32,305 (7.5 percent) of California's 
LEP pupils have a primary language other than Spanish or one of the 
Asian languages, and thus presumably are excluded from the determina
tion of LEP pupil impact for each school district. Further, although Cali
fornia has approximately 33,000 American Indian pupils, only 380, or 1 
percent of all American Indian pupils, are LEP. 

Encourage a more accurate identification ofLEP pupils by school dis
tricts. Under the· current system, identification of LEP pupils may trig
ger various bilingual education requirements but will not result in any 
additional bilingual education funds. The recommended formula change 
would serve as an incentive to school districts to make certain that all LEP 
pupils are appropriately identified. Our analysis indicates that because (1) 
LEP status is clearly defined by existing law, and (2) the SDE monitors, 
on a sample basis, district census procedures, it is not likely that the 
formula change would encourage districts to report non-LEP pupils as 
being LEP. 

Because the formula change would (1) more accurately target funds for 
bilingual education and (2) encourage more accurate identification of 
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LEP pupils, we recommend that the Legislature adopt. the following 
Budget Bill language: 

"The Superintendent of Public Instruction shall use each district's 
spring census count of limited English proficient pupils, rather than the 
count of Spanish and Asian surnamed and American Indian pupils, as a 
factor in determining each school district's Economic Impact Aid alloca
tion." 

Education Consolidation and Improvement Act....-..c:hapter I (Item 6100-136-
001) 

We recommend approval. 
The federally funded Education Consolidation and Improvement Act 

(ECIA) Chapter I also provides support for compensatory education serv
ices to educationally disadvantaged students. Both ECIA Chapter I and 
Economic Impact Aid (EIA) fund a variety of supplemental educational 
services for children having difficulty mastering basic skills ot who attend 
targeted schools. ECIA Chapter I funded services for 368,000 pupils in 
1981-82. 

Table 17 displays the local assistance expenditures for Chapter I, which 
are estimated to be $252,776,000 in 1983-84. 

b. Transition Program For Refugee Children (Item 6100-176-890) 
We recommend approval. . 
The federally-funded Transition Program for Refugee Childi-en 

(TPRC), authorized by the Refugee Act of 1980, supersedes and expands 
the Indochina Refugee Children Assistance Program. TPRC provides local 
assistance to school districts which have experienced heavy enrollments 
of refugee children, primarily Cuban, Haitian, and Indochinese. The 
TPRC served 46,366 refugee pupils in 260 California school districts in 
1982-83. 

School. districts use their TPRC funds to provide a variety of educational 
and educationally-related services including: 

• bilingual education/English language development. 
• community and school orientation. 
• development of curriculum and materials. 
• liaison activities between families, school personnel, and refugee as

sistance agencies. 
• testing, assessment, and placement of incoming pupils. 
TPRC grants are allocated to school districts . through a formula based 

on the number of eligible pupils, their grade level, and the number of 
years they have been in the United States. The SDE allocates one profes
sional position for monitoring school district census procedures, transmit
ting TPRC entitlements, and providing technical assistance through 
workshops and statewide mailings. Federal regulations limit state opera
tions to 1 percent of the state's total TPRC grant. 

Table. 18 

Transition Program for Refugee Children 
(in thousands) 

Actual Estimated 
1981-82 1982-83 

State Administration ......................... . $72 $73 
Local Assistance ................................ .. 6,855 7,637 

Totals ............................................. . $6,927 $7,710 

Proposed 
1983-84 

$78 
7,637 

$7,715 

Change 
Amount Percent 

$5 6.8% 

$5 0.1% 
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Table 18 displays the 3-year funding history-for the TPRC. Although the 

Refugee Act of 1980 funding expires on September 30, 1983, the Gover
nor's Budget anticipates that TPRC funding Will be $7,715,000 in 1983-84-
approXimately the ~ame affioUIit available in 1982-83. 

c. Bi!ingual Education. 
Because (1) a major priority of the EIA, ECIA Chapter I, and TPRC 

programs is to promote English proficiency and (2) there continues to be 
a high level of interest in the state's bilingual education efforts within the 
Legislature we present our analysis of this program separately. 

Current state law reqUires that limited-English proficient (LEP) pupils 
be provided a basic bilingual education program consisting of (1) an 
Ertglis.h language. de.ve .. lopmen. t component and (2) a primary language 
compQnent for instruction iIi basic skills until the LEP pupil makes a 
tr~sition to English .. Current law also authorizes a limited number of 
experimental bilingual education programS. 

State funding for bilingual education programs is provided primarily 
UIider EconOJ:tlic Impact Aid. Additional state funding for services to LEP 
pupils may be provided as part of other programs such as Demonstration 
Programs in fteading and Mathematics and Special Education. Federal 
programs, including ECIA Chapter I, Migrant Education, and the Transi
tion Program for Refugee Children, also serve LEP pupils. 

Because·of the multiplicity of programs and funding sources for bilin
gual education, California's total expenditures for bilingual. education can
not be determined. 

Annual Census of LEP Pupils. Current law requires that all school 
districts conduct· an annual census. to determine the home language of 
each pupil enrolled in the district, and to assess the language skills of those 
pupils whose primary language is other than English. Table 19 shows the 
results of this. census for each of the past three years. ., 

As indicated in the table, the number of LEP pupils increased by 32 
percent (325,748 to 431,449) between 1980 and 1982. Of the 1982 LEP pupil 
populaijon, 75 percent have Spanish as their primary language. The table 
also indicates the rapid iIicrease in the number of Asian language LEP 
pupils that has occurred since 1980. 

Langzrage . 
Spanish ................................... 
Non·Spanish ........ ~ ............... 

Vietna¢ese ...................... 
Cantonese ........................ 
Korean .............................. 
Philippino ........................ 
All others ........................ 

Totals ............................ 

Table 19 
Number and Increase of K-12 

Limited English Proficient Pupiis 

1980 1981 1982 
257,003 285,567 322,526 
68,715 91,227 108,923 

(14,018) (22,826) (ZT,733) 
(10,174) (14,196) (16,096) 
(6,599) (7,508) (7,980) 
(6,658) (6,75~) (8,569) 

(31,266) (39,945) (48,449) 

325,748 376,794 431,449 

Change Over 
Three Years 

AmoiInt Percent 
65,493 25.4% 
40,208 58.5 

(13,715) 97.8 
(5,922) 58.2 
(1,381) 20.9 
(1,911) 28.7 

(17,183) 54.9 

105,701 32.4% 

---------_._------------- -.. --~~-.---- ---
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SDE Translation of Bilingual Education Paperwork Needed 
We recommend that the Legislature adopt supplementa/language re

quiring the State Department of Education to serve as a clearinghouse to 
provide translations of all forms and memoranda that school districts are 
required to give to non-English speaking parents, because it is costly and 
inefficient for each school district to produce individually such transla
tions. 

Various categorical programs require that school districts send the par
ents of LEP pupils certain forms and memoranda in a language which the 
parents understand-in most cases, a language other than English. The 
language census questionnaire explained earlier is an example of the type 
of form which must be translated into numerous languages and sent to 
parents. Other examples include: a letter explaining the free lunch pro
gram, an explanation of the role and responsibilities of parent advisory 
committees, Chapter I complaint resolution forms, an explanation of Cali
fornia Assessment Program test scores, and a statement of the rights of 
parents of special education pupils. 

During our field visits, we determined that although every school dis
trict is required to distribute some or all df these forms, each district is 
individually responsible for obtaining the necessary translations, even 
though the forms are the. same throughout the state. In some cases, dis
tricts had difficulty finding a qualified translator, and in many cases dis
tricts had to divert compensatory education furids from education 
programs to pay for translation costs. 

Our analysis indicates that the effectiveness of state support for com
pensatory education would be enhanced if the SDE served as a clearing
house for bilingual education paperwork. This. is because: 

• It is inefficient for each school district individually to translate forms 
that are uSed throughout the state. 

• The diversion of compensatory education funds from programs to pay 
the cost of these duplicative translations could be lialted were the 
SD E to take the lead in obtaining the translations. 

• Some districts are unable to obtain qualified translators. 
Our analysis also indicates that the SDE could undertake a clearing

house role of this type within its existing resources. Currently, consultants 
in the SDE possess translation capabilities in at least 6 foreign languages. 
The SDE could also contract, at minimal cost, for the short-term services 
of a translator for those languages not represented in the department. 

Consequently, we recommend that the Legislature direct the SDE to 
serve as a Clearinghouse for bilingual education paperwork for those lan
guages which are spoken by at least 1 percent (approximately 4,300 
pupils) of the state's LEP pupil population. A 1 percent floor would make 
the SDEthe coordinator for translations into seven languages, and thus 
would result. in the department meeting the translation needs of most 
school districts, without requiring it to provide translations of the rarer 
and usually more localized foreign languages. Specifically, we recommend 
that the Legislature adopt the following supplemental language: 

"Beginning with the 1983-84 school year, the SDE shall provide free of 
charge to· school districts, a translation of all forms and . memoranda 
which school districts are required, by state or federal law, to give 
non-English speaking parents. SDE translations are required only for 
those foreign languages which are spoken by at least 1 percent of the 
state's current Limited English Proficient pupil population," 



1346 / K-12 EDUCATION Item 6100 

DEPARTMENT OF EDUCATION-Continued 

d. School Improvement Program (Item 6100-218 .. 001). 
The School Improvement Program (SIP) provides funding to schools, 

on a per-ADA basis, for expenditure pursuant to the decisions made by 
local School Site Councils. 

The Governor's Budget proposes to fold the School Improvement Pro
gram into the State Educational Block Grant (Item 6100-218-(01). We 
present our analysis of SIP as a separate program in order to provide 
specific information about the program that will assist the Legislature in 
deciding (1) whether to fold the program into a block grant and (2) ifit 
decides not to eliminate the program, what actions should be taken .with 
respect to the program in the 1983--84 budget. 

As shown in Table 17, the level of funding proposed in the budget for 
the block grant program in 1983--84 includes $162.7 million for the School 
Improvement Program, the same amount appropriated for SIP in the 
current year. 

Allocation of SIP Funds. Schools are selected for participation in the 
School Improvement Program on the basis of applications submitted to 
the State Board of Education. In the initial year, schools receive plruming 
grants at the statutory rate of $30 per ADA. The statutory rates for im
plementation grants are $148 per ADA for grades K--3, $90 per ADA for 
grades 4-8, and $65 per ADA for grades 9-12. There is no statutory limit 
on the number of years a school may participate in SIP, but there is 
provision for the termination of grants upon a finding by the local govern
ing board that a school's program has failed, over a four-year period, to 
substantially meet its declared objectives. 

SIP grants are used for a variety of activities and purposes, such as to 
employ teacher aides (prevalent at the elementary school level) or for 
staff and curriculum development. Funds may not be used to reduce class 
size (that is, to employ regular classroom teachers) or for capital outlay. 

Prior Expansion. The School Improvement Program was initiated in 
1977-78. It revised and expanded the Early Childhood Education (ECE) 
program. In 1977-78, 871,000 pupils in average daily attendance (ADA), 
attending 2,928 schools, participated in SIP. The program was expanded 
to serve 1,349,000 ADA in 3,468 schools (879 districts) in 1980-81, and has 
remained at that level ever since. Currently, SIP serves 32 percent of total 
K-12 ADA, 53 percent of the schools in the state, and 85 percent of the 
school districts. Because SIP replaced the ECE program, which served 
pupils in grades K-3 only, SIP is concentrated in the primary grades. 
About 68 percent of statewide K-3 ADA participates in SIP, compared to 
22 percent for grades 4-6, and21 percent for grades 7-12. 

We know of no analytical basis for determining what the level of timding 
for the School Improvement Program should be. At the same time, we 
conclude that the current distribution of funds under the program is not 
defensible from an analytical standpoint.· This deficiency could be over
come in one of two ways: (1) increase funding for SIP so that all interested 
districts can be brought into the program or (2) reallocate existing SIP 
funds among all districts. 

Increase Funding to Expand the Program. Because planning grants 
are funded at a rate substantially lower than implementation grants, the 
cost of expanding SIP is relatively low in the first year. The second-year 
cost of expanding SIP, however, is· approximately twice the first-year cost 
for grades 9-12, three times the cost for grades 4--8, and about five times 
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the cost for grades K-3. This is an important factor in the consideration 
of any plan to expand participation in SIP by increasing the amount of 
funds appropriated for the program. . . . 

SIP schools are permitted to carryover unexpended balances from 
planning grants into the implementation phase of the program. Our analy
sis indicates that schools frequently carryover significant portions ·of their 
planning grants, sometimes in excess of 50 percent. This indicates that 
planning grants could be funded at a rate lower than the $30 statutorily 
authorized r.ate per ADA .. 

Reallocation of SIPFunils. If the Legislature chooses not to appropri
ate additional funding for the School Improvement Program, the alloca
tion of funds among districts could be made more equitable in one of the 
following ways: . 

• Reduce the grants to schools that have been in the program for a 
specified period of time. For example, a 20 percent reduction in 
grahts to those schools that have been in the program for three years 
would free-up approximately $30 million for reallocation to non-par
ticipating districts. This might be appropriate. since the affected 
schools have benefitted from the program the longest and have had 
sufficient time to identify successful school improvement practices 
that warrant funding from within their regular revenue limit. This 
altt::rnative, however, would require the affected schools to c~t back 
theIr program unless the funds have been used for nonrecurrmgex
penditures (developing a new science curriculum or purchasing com
puters, for example) or can be offset by alternate funding sources. 

• Reduce all K-3 grants by a specified amount. As stated previously, 
SIP authorizes allocations of $148 per ADA in grades K-3, compared 
to $90 for grades 4-8 and $65 for grades 9-12. Presumably, the differ
ential was established in order to emphasize instruction in the pri
mary grades and, possibly, in recognition of the differences in school 
size (enrollment) between elementary and secondary schools. A 20 
percent reduction in grants for K-3 ADA would provide approximate
ly $22 million for reallocation to non-participating schools. 

As in the case. of the preceding alternative, the programmatic im
pact of a reduction in SIP grants for K-3 pupils will depend on how 
these funds have been used in the past. It would appear, however, that 
a reduction in K-3 SIP grants would be feasible. Approximately 275 
elementary schools that are funded under SIP only for grades K-3 
have elected, under provisions/bf the School-Based Program Coordi~ 
nation Act, to apply their SIP funds to grades 4-6 as well. 

• Permit districts that are partially funded for the School Improvement 
Program to reallocate funds from SIP schools to schools that are not 
participating in the program. This would allow a more effective use 
of the funds within districts, assuming .that familiarity with the needs 
of individual schools tends to be greatest at the local level. 

SIP Program evaluation . .. As requiredhy Ghapter 894177 (AB 65), the 
Department of Education contracted in 1980 for an independent evalua
tion of SIP, at a cost of $771,241. Since then, the contract has been aug
men ted by $35,036, and the due datefor the evaluation has been extended 
from October 1, 1982 to April 1, 1983, . . 

The final report will describe the patterns of program implementation, 
analyze the. extent to which SIP programs . can improve the quality of 
instruction, and specify the conditions under which state program compo
nents and implementation strategies are effective in creating well-imple-



1348 / K-12 EDUCATION Item 6100 

DEPARTMENT OF EDUCATION-Continued 

mentedprogranls. To accomplish these tasks, the evaluators have sur
veyed SIP participants in approximately 200 schools and conducted inten
sive fieldwork in approximately 50 schools. 

e. Miller-Unruh Reading Program (Item 6100-218-001}. 
The Miller-Unruh Reading program is designed to upgrade the reading 

achievement of low-performing K-6 pupils by funding reading specialists 
for participating schools. In the current year, the state will allocate approx~ 
imately $17,0!J0 per full time r~a~g specialist. School districts must pay 
for the remamder of the specIalist s salary. 

The Governor's Budget proposes to fold the Miller-Unruh Reading pro
gram into the proposed State Educational Block Grant (Item 6100-218-
(01) . In this section, we present our analysis of the Miller-Unruh program 
in order to provide specific information that will assist the Legislature in 
deciding (1) whether to fold the program into a block grant and (2) nit 
decides not to eliminate the program, what actions should be taken with 
respect to the program in the 1983-84 budget. 

Funding. Table 20 shows participation in and funding for the Miller
Unruh program. The level of funding proposed in the budget for the block 
grant program in 1983-84 includes $16.2 million from the Miller-Unruh 
program in 1983-84, the same amount appropriated for the program in the 
current year. 

Table 20 
Miller-Unruh Reading Program 

Participation and Funding 

Actual &timated PropOsed . Change 
1981-82 1982-83 1983-84a Amount Percent 

Appropriation (thousands) .............................. $16,181 $16,182 $16,182 
Number of districts ............................................ 161 162 162 
Number of teachers .......................................... 961 976 976 
Estimated statewide average elementary 

teacher salary ............................... ;.............. $20,626 $22,100 $22,100 
Average amount paid per full-year position $16,745 $17,427 $17,427 
Percent of statewide average elementary 

teacher salary paid by state .................... 81.2% 78.9% 78.9% 

a Proposed for inclusion in the State Educational Block Grant program. 

Reallocation of Miller-Unruh Funds 
We recommend that the Legislature adopt Budget Billlanguage requir

ing the Department of Education to reallocate Miller-Unruh Reading 
Program funds, based on California Assessment Program reading scores 
and district base revenue limits, in order to comply with legislative intent 
that funding be targeted on districts with the greatest need 

The Miller-Unruh program was implemented in 1966-67. Participation 
increased from 53 districts in that year to 302 districts in 1969-70. It then 
declined steadilr to 169 districts in 1978-79, and has remained at approxi
mately this leve ever since. Because it is the policy of the department to 
renew annually (to the extent feasible) the grants to participating schools, 
most of the current Miller-Unruh schools have been participating in the 
program fQr more than 10 years. No additional schools have been added 
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to the program since 1978-79, and applications are not being solicited by 
the department. 

In enacting the Miller-Unruh program, the Legislature declared its in
tent that funding priority be given to those districts and schools "where 
the need for reading instruction is greatest and the financial ability of the 
districts to provide it is least." The department, however, , has not re
viewed the Miller-Unruh schools to determine whether legislative intent 
is being met by the current allocation of funds . 

. We analyzed a sample of Miller-Unruh schools, and found 15 schools 
which (1) ranked ill tne top quartile in terms of 1981-82 California Assess
ment Program (CAP) reading scores, and (2) are in districts that have 
revenue limits above the statewide average. This indicates that a realloca
tion of Miller-Unruh program funding is needed if the priorities set by the 
Legislature are to be met. ~<;)llsequently, we recommend that Budget Bill 
language be adopted reqUlrmg the department to open the program for 
new applications and effect a reallocation of funding, based on CAP read
ing scores and district revenue limits. 

Specifically, we recommend adoption of the following Budget Bill lan-
guage: 

"Provided that the Department of Education shall reallocate Miller
Unruh Reading program funding to school districts, based on the follow
ing criteria: lowest ranking California Assessment Program reading 
scores and district base revenue limits." 

f. State Preschool Program (Item 6100·196-001) 
We Recommend Approv~l. 
The objective of the State Preschool program is to provide an education

al preschool experience for children from low-income families. Preschool 
programs are administered by 115 school districts which enroll 11,300 
children, and by 76 nonprofit agencies which enroll 8,000 children. 

Table 21 shows actual, estimated, and projected expenditures for this 
program. 

Table 21 
State Preschool Expenditures 

(in thousands) 

State Operations ........................................ .. 
Local Assistance a ....................................... . 

Scholarship Incentive Program ............... . 
Totals .................................................... .. 

Actual Estimated 
1981-82 198£..83 

$547b $458 
30,064 30,341 
~) (239) 

$30,611 $30,799 

Proposed 
198J..84 

$486 
31,250 

(246) 

$31,736 

Change 
Amount Percent 

$28 6.1% 
909 3.0 

_19 (3.0) 

$937 3.0% 

a Total local. assistance, including amounts funded· through the. consolidated application process. 
b Includes $56,065 in one-time federal funds for audits of Headstart programs. ... 

The budget proposes expenditures of $486,OOOfor state operations and 
$31.3 million for local assistance in support of the State PrE(school programs 
in 1983-84. The proposed budget for state operat~ons is $28,000, or 6.1 
percent, more than estimated current-year expendibires for this purpose, 
while the proposed budget for local assistance is $909,000, or 3 percent 
more than estimated current-year expendibire leveL . 

Our review indicates that these adjustments are consistent with budget 
guidelines, and consequently, we recommend approval. . 
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g. Federal Block Grant (Item 6100-101-890) 
We recommend approval. 

Item 6100 

In 1982-83, the federal government consolidated 31 assistance grant 
programs into a single block grant. Federal law requires that (1) at least 
80 percent of the block grant be allocated as local assistance, (2) no more 
than 20 percent be retained for state operations, and (3) an advisory 
committee be formed to advise the state on the initial allocation of funds 
for local assistance and state operations. Federal law prohibits the state 
from specifying how the local assistance funds will be spent by the dis
tricts. 

Last year, the Legislature allocated $35.4 million (84 percent) for local 
assistance and $6.6 million (16 percent) for state operations in 1982-83, as 
shown in Table 22. The Governor's Budget proposes to continue the block 
grant allocation for local assistance and state operations (adjusted for 
normal price increases) at the same level authorized by the Legislature 
for the current year. Table 22 shows federal funding for the block grant 
programs in 1981-82 prior to consolidation, and in 1982-83 and 1983-84 
after consolidation. 

Table 22 
Federal Block Grant Funding 

(in thousands) 

State Operations ............................................... . 
Local Assistance: 

Shown in Governor's Budget ................... . 
Not Shown in Governor's Budget a ••.••••••• 

Totals ........................................................... . 

Actual Estimated 
1981-82 1982-83 

$6,236 $6,454 

'1:l,929 
23,123 

$57,288 

34,838 

$41,292 

Proposed 
19tJ3.;..84 

$6,664 

34,838 

$41,502 

Change 
Amount Percent 

$210 3.3% 

$210 0.5% 

a Some programs awarded grants directly to local school districts, and complete data on these grants are 
not available. 

The federal block grant was initiated during the current year. Conse
quently, there are no data available at this time which can provide a basis 
for evaluating the use of these funds. Because the budget proposes to 
continue the legislatively approved allocation levels for this program, 
however, we recommend approval. 

2. Nonconsolidated Categorical Programs 
This section discusses the categorical aid programs that are not part of 

the consolidated application process, and are not part of other major 
programs. 

Table 23 shows local assistance expenditures and funding sources for 
these categorical aid programs. 

a. Education Consolidation and Improvement Act-Chapter I Migrant 
Education (Item 6100-141 .. 890) 

The federally-funded Migrant Education program was established in 
1965 to provide supplementary education services to children of migrant 
and formerly migrant parents. In the current year, the State Department 
of Education (SDE) will distribute migrant education funds to school 
disqicts, primarily through 10 regional offices which are operated through 
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Table 23 
Nonconsolidated Categorical Programs 

Local Assistance Expenditures and Funding Sources 
(in thousands) 

Actual &timated Change 
1981-82 1982-83 

Proposed 
198:J....84 Amount Percent 

ECIA, Chapter I-Migrant f ............... . $58,785 $63,442 $63,442 
Demonstration programs in reading 

and mathematics g ........................ .. 

Legal education f .................................. .. 

3;558 3,558 3,558-
200 200 200 

D!iver training S .................................... .. 17,336 17,844 17,844 
Transportation g ..................................... .. 169,934 173,542 178,223 $4,681 2.7% 
Instructional materials g ...................... .. 

Staff development f. g .......................... .. 

42,177 40,678 40,678-
3,328 13,088 13,031 _ -57 -0.4 

Indian education centers g .................. .. 751 750 774 24 3.2 
Vocational education f. So S .................. .. 78,846 82,816 66,571 -16,245 -19.6 
Adult education apportionments g .. .. 

Adult basic education f. g .................... .. 

Federal block grant f ............................. . 

159,259 150,838 150,124 -714 -0.5 
7,552 9,375 9,375 
~,929 b b 

Environmental education' ................ .. 495 495 399 -96 -19.4 
Gifted and talented f. g ........................ .. 16,883 16,838 16,838-
Educational technology g .................... .. 798 870 870-

--- --- ---
Totals ................................................. . $587,831 $574,334 $561,~ -$12,407 -2.2% 

General Fund ........................................ .. $396,843 $399,892 $403,826 
Federal funds ........................................ .. 161,481 140,691 126,446 
Other state funds and reimburse-

ments ............................................... .. 29,507 33,751 31,655 

-Included in the proposed State Educational Block Grant (Item 6100-218-001). 
b Transferred to consolidated categoricals. 
f Indicates federal funds support 
g Indicates General Fund support. 
S Indicates support from other state funds and reimbursements. 

$3,934 1.0% 
-14,245 -10.1 

-2,096 -6.2 

certain county offices of education. (In 1983-84, there will be 13 regional 
offices.) . In addition, five school districts, at their request, operate. their 
Migrant Education program independent of a regional office, and receive 
their funds directly from the SDE. 

The budget reports that 131,000 pupils are served by Migrant Education 
in 1982-83. . 

Typically, school districts use migrant education funds to employ addi
tional teachers and aides to work directly with migrant pupils. Districts 
also supply a variety of educationally related services, such as counseling, 
health care, and college preparatory programs. Further, the regions and 
districts use. the Migrant Student Record Transfer System (MSRTS) to 
assure that migrant students' files follow them wherever they move within 
the United States. 

Table 24 
Federal ECIA Chapter I Migrant Education Funds 

State. operations .................................. .. 
Local assistance ..................................... . 

Totals ............................................... . 

Actual 
1981-82 

$1,839 
58,785 

$60,624 

&timated 
1982-83 

$2,120 
63,442 

$65,562 

Proposed 
198:J....84 

$2,181 
63,442 

$65,623 

Change 
Amount Percent 

$61 .2.8% 
o 

$61 
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As shown in Table 24, California expects to receive approximately $65.6 
million in federal migrant education funds in 1983-84. The budget pro
poses to allocate $63.4 million of this amount for local assistance to regions 
and districts-the same as in 1982-83. The balance-$2.2 million is 
proposed for state operations. 

Failure to Serve Eligible Migrant Pupils in Los. Angeles County 
We recommend that the State Department of Education report during 

budget hearings on why it has not implemented a Migrant Education 
program to serve all eligible Los Angeles Countypupils;as requiredby 
supplemental language to the 1981 Budget Act. We further recommend 
that the department report on the levels of funding provided for the pilot 
project to identify and recruit eligible pupils in Los Angeles County. 

In our Analysis of the 1981-82 Budget Bill, we stated that as many as 
41,000 Los Angeles County pupils may have been eligible for, but were not 
receiving; services through the Migrant Education program. Subsequent
ly, the Legislature adopted language in the Supplemental Report on the 
1981 Budget Act requiring the SDE to (1) take all necessary actions to 
identify and recruit by September 1, 1982, as many eligible Los Angeles 
County pupils as possible and (2) imple:rnenteducational programs for 
these pupils by September 1, 1983. At the time the language was adopted, 
a project conducted by the Los Angeles County Superintendent of Schools 
had identified 3,077 eligible pupils in six school districts. 

As a result of the supplemental language, additional migrant education 
funds were allocated to Los Angeles County for project expansion. In the 
current school year, 19 school districts are either serving or have identified 
6,306 migrant pupils. This reflects a 105 percent increase over a three year 
period. 

Although funding for the Los Angeles County project has increased, we 
believe that the SDE may not be complying with the intent of the supple
mental language. Our analysis indicates that: 

The SDE has provided no funding for Migrant Education services in 
three Los Angeles County school districts which have identified eligible 
pupils.' Three districts have successfully completed an identification and 
recruitment process funded through the SDE, which produced a total of 
800 pupils eligible for migrant education services. The SDE, however, has 
denied additional funds to these districts for implementation of migrant 
education programs for these pupils. . ' 

Additional districts have requestec4 but, have been deniec4 funding to 
begin the identification and recruitment process. According to the Los 
Angeles County Office of Education, a minimum of five school districts 
want to begin an identification and recruitment process which could pro
duce an estimated 1,500 to 2,000 additional migrant pupils eligible for, but 
not receiving, migrant education services. Although required to make 
every effort to identify and recruit as many eligiole migrant pupils as 
possible, the SDK has provided no funding for Los Angeles County dis
tricts seeking to begin an identification and recruitment process. 

The SDE has indicated to the Los Angeles County Office of Education 
that the funding' restrictions are the result of limited federal migrant 
education funds. Our analysis, however, fails to validate the Department's 
exPlanation because: 

• The SDEhasnot been able to spend all funds available in a given 
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year. For example, SDE carried over $3.1 million in unspent funds 
from 1981-82 to 1982-83. The SDE estimates that $4.4 million will 
carry. over from the current year into 1983-84. , 

• Californias share of federal migrant education funds is determmed by 
the number of eligible pupils. As more pupils are identified in Los 
Angeles, California's share should increase. . . 

• The SDE achieved savings of Migrant Education funds in the current 
year. It did so through cutbacks in (1) the 1982-83 serVice agree
ment for the Migrant Education Mini-Corps program, and (2) the 
Education Commission of the State's Migrant Education Task Force. 
These savings could have been redirected to the Los Angeles project. 

Elsewhere in this Analysis, we recommend the reduction of an addition
al $262,000 in 1983-84 migrant education funds. These funds could also be 
redirected to the Los Angeles I>roject. 

·Because (1) a significant number of eligible pupils are being denied an 
opportunity to receive services under the Migrant Education program 
and (2) the Legislature has directed the SDE to identify and serve these 
pupils, we recommend that the SDE report during budget hearings on 
why all eligible Los Angeles County pupils are not oeing served and why 
funds for program expansion have not been allocated. 

Migrant Education Mini-Corps Program. 
The State Department of Education (SDE) contracts annually with the 

Butte County Superintendent of Schools to conduct the statewide Mini
Corps program. The Mini-Corps 9perates a nin~-month school year pro
gram and' a summer school program. Both programs seek to (1) provide 
services to migrant education pupils, by using college students as teacher 
aides in migrant education classrooms and. (2) increase the number of 
bilingual professionals available to serve migrantchildrEmby encouraging 
college students to become teachers. During the Fall 1982 semester, 259 
college students enrolled in 15 institutions of higher education were serv-
ing as Mini-Corps aides. '" 

The 1982 Summer and 1982-83 school year Mini~CorpsserVice agree
ments resulted in expenditures of $2.9 million .. The program; under the 
supervision of the SDE, is dirE:)ctly administered by 10 positions. in the 
Sacramento and Oroville Mini-Corps' offices, and by 16 certificated cam-
pus coordinators. . 

Language included in the Supplemental Report to the 1982 Budget Act 
directed that the SDE attempt to reduce the level of administration for 
the Mini-Corps program. Our review of the 1982-83 Mini-Corps contract 
indicates that SDE has complied with this directive, and has made substan
tive reductions in Mini-Corps administrative costs~ The Sacramento Mini
Corps office currently is staffed by four professional and four clerical 
positions-a reduction of three professional and one clerical positions. The 
Oroville Mini-Corps office is staffed by one professional and one clerical 
position. . . 

Recommend Department of Finance Approval of Next Mini-Corps Service 
Agreement . 

We recommend that the Legislature adopt supplemental language re
quiring that the .Director of Finance review and approve, prior to im
plementation, the 1983-84 Mini-Corps Service Agreement betwe~n the 
State Department of Education and the Butte. County Superintendent of 
Schools in order to assure that it complies with a legislative directive. 
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Language contained in the Supplemental Report to the 1982 Budget Act 
requires that. all California State University (CSU). Mini-Corps partici
pants apply for work~study financial aid in order to offset migrant educa
tion-funded stipends wherever possible .. The . language also directs the 
Mini~Corps to return to the. SDE for redirection to local assistance, the 
offset amount of the participant's stipends. 

Data suppli,edby theSDEindi(!atesthat all CSU Mini-Corps participants 
applied forwo~k-study funds, 3?d that 36 of these participants received a 
total of approxunately $43,000 m work-study funds to offset all or part of 
their stipend. Our analysis of the 1982-83 Mini-Corps service agreement 
between the SDE and llutteCountyindicates, howev~r, that the service 
agreement does not reflect the $43,000 offset. Consequently, this savings 
has not been redirected from stipends to other local assistance, as required 
by. the supplemental language. Instead, the funds· constitute an overpay-
ment'to the Butte Coimty Office of Education. .. 

Because the offset and redirection called for by the Legislature have not 
been reflected in the 1982-83 agreement between the department and the 
county, we believethat better oversight of the department's contracting 
procedures is needed. Consequently, we recommend thatthe Legislature 
adopt the following suppleIiientallanguage directing the Directorof Fi
nance toreview the 1983-84 service agreement in order to make sure that 
it complies with legislative intent: 

"Migrant Education Mini-Corps Service Agreements. The Dfrector of 
Finance shall review and· approve the 1983-84 Mini-Corps Service 
Agreement between the State Department,Of Education and the Butte 
County Superintendent of Schools prior to its implementation .. The 
Director shall determine that any offset of Migrant Education Mini
Corps stipends is redirected to other Migrant Education local assist
ance." 

Recommend Redirection of Mini-Corps Campus Coordinators 
We recommend that the Legislature adopt supplemental language di

recting the State Department of Education to reduce 16 full-time school 
year Mini-Corps campus coordinator positions to eight full-time equiva
lent positions to reflect workload requirements for a Federal Trust Fund 
redirection of $21~OOO. 

Supplemental language to the 1982 Budget Act requires the Legislative 
Analyst to report on the effectiveness of Mini-Corps campus coordinators. 

Campus coordinators are located at each of the 16 community colleges 
and state universities that have Mini-Corps programs. The campus coor
dinatorsreport to the Mini-Corps Director and Assqciate Director. Each 
campus coordinator is allocated a half~time clerical position and funds for 
travel and office expenses. . .. 

Our review of Mini-Corps personnel data and our field visits indicate 
that campus co()rdinators have four basic functions: 

(1) to recmit college students to serve as Mini-Corps aides, 
(2) to assure that all paperwork is completed, 
(3) t() train aides, and " 
(4) to superVise and evaluate aides. .'. 
On avera:ge, each campus coordinator serves from 8 to 23 Mini-Corps 

aides-an average of 16 aides per coordinator. In addition, the aides work 
under a certificated· classroom teacher who provides direct and constant 
supervision. 
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Our review indicates that full-time school-year campus coordinators can 
be reduced to half-time because: 

.1. Adequate supervision and assistance for an average of 16 Mini-Corps 
aides can be accomplished on a half-time basis. . 

2. Classroom teachers provide direct day-to-day supervision and leader
ship for Mini-Corps aides, as can the regional Migrant Education staffs, 
reducing the need for campus coordinators to supervise and evaluate the 
aides. 

3. More of the responsibility for training Mini-Corps aides can be shifted 
from campus coordinators to the classroom teacher and regional Inigrant 
education staff because they are already providing such services for the 
regular migrant education aides. 

Because campus coordinators serve relatively few Mini-Corps aides and 
because their supervisory and. training role duplicate the activities of 
classroom teachers and regional staff, the coordinator position for each 
campus can be reduced to half-time without having an adverse impact on 
the program. Conversely, one campus coordinator could serve two cam
puses full-time and supervise 32 aides. By reducing funding in the Mini
Corps program budget to the level needed to support eight professional 
positions, the SDE would save $219,000 in salary and benefits which could 
be redirected to other programs serving migrant pupils. For these reasons, 
we recommend that the Legislature adopt the following supplemental 
language: 

"Migrant Education Mini-Corps Campus Coordinators. The SDE, dur
ing renegotiation of the Mini-Corps service agreement, shall contract 
for no more than eight full-time equivalent campus coordinatorposi
tions. 

Unacceptable External Evaluation 
We recommend that the State Department of Education report during 

budget hearings on the status of the external Migrant Education evalua
tion which has been returned to the evaluator for revision. 

In· April 1980, the State Department of Education (SDE) contracted 
with RMC Research Corporation for an external evaluation of Migrant 
Education. The evaluation is estimated to cost apprOximately $890,000. 
Supplemental language to the 1982 Budget Act directed our office to 
review and report on the findings of the evaluation. 

We are unable to report on the evaluation at this time because the SDE 
has rejected RMC's final report and returned it for revision .. In returning 
the report, the SDE indicated that the report was superficial in its treat
ment of the major topics under study. In addition, the SDE found that the 
report failed to provide evaluative conclusions and demon~trated afunda
mental misunderstanding of California's Migrant Education progrrup.. 

Accordingly, we recommend that the SDE report during budget hear-
ings on the status of the evaluation. . 

b. Driver Training/TrafficSafety Education'(ltems 6100-001-178 and 6100-
171-044). 

The Department of Education administers a driver training program 
which includes both a laboratory phase (behind-the-wheel training) and 
classroom driver education. For nonhandicapped students, current law 
limits state reimbursement for costs incurred by districts in offering the 
laboratory phase to the lesser of $60 per pupil, or actual costs. For liand-
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icapped students, the state reimbursement is limited to $200 per pupil. 
Beginning in 1982-83, these costs are funded from the Motor Vehicle 
Account of the State Transportation Fund. 

The department also administers a School Bus Driver Instructor Train
ing program which prepares teachers to instruct classes for prospective 
operators of these vehicles. . 

Driver Training {Item 6100-171-044}. Table 25 displays the funding 
levels for the Driver Training program for the past, current, and budget 
years. . 

Table 25 

Allocations for Driver Training 
(in thousands) 

Actual Estimated Proposed Change 

Driver Training 
State Operations ................................. , ........... . 
Local Assistance 

Regular ......................................................... . 
Handicapped .............................................. ;. 

Subtotals .................................................. .. 
Totals ........................................................ .. 

Driver Training Penalty Assessment Fund .. 
Motor Vehicle Account, State Transportation 

Fund ............................................................ .. 

1981-82 1!J82-83 1983-84 Amount Percent 

$98 

16,039 
1,297 

$17,336 
$17,434 
$17,434 

$99 

16,569 
1,275 

$17,844 
$17,943 

$99 

17,844 

$99 

16,569 
1,275 

$17,844 
$17,943 

$99 

17;844 

Local Assistance Funding Transfer-Control Section 24.10 
We recommend approval. 
Prior to the 1982 Budget Act, local assistance for the driver training 

program was funded from the Driver Penalty Assessment Fund 
(DTPAF), which receives its revenues from traffic citations issued to 
violators of the Vehicle Code. This fund was created exclusively for the 
purpose of supporting the Driver Training program. Any unencumbered 
balances in tliis fund at year-end generally were transferred to the Gen
eral Fund. 

The 1982 Budget Act changed the source of funding for Driver Training 
local assistance in 1982-83 from the DTP AF to the Motor Vehicle Account 
of the State Transportation Fund. This was done to free-up resources in 
the DTP AF for transfer to the General Fund; 

The budget proposes that in 19~ the Driver Training program again 
be funded from the Motor Vehicle Account, making an additional $17.8 
million available for transfer to the General Fund in the budget year. The 
transfer would be accomplished by Control Section 24.10. According to the 
budget, this section, by transferring all tinencumbered balances in the 
Driver Training Penalty Assessment Fund (DTP AF) to the General Fund 
on June 30, 1984, would result in a General Fund revenue increase of $22.5 
mUlion on June 30, 1984. 

In short, the budget proposal continues the action taken in the 1982 
Budget Act to maximize General Fund revenues by reverting DTPAF 
funds that otherwise would be used to fund driver training. Because (1) 
Section 24.10 is a continuation of current policy, and (2) funds currently 
are available in the Motor Vehicle Account which can be used to finance 
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the Driver Training program, we recommend approval of the control 
section. . 

Driver Training Qverbudgeting 
We recommend that the amount budgeted for driver training local as

sistance be reduced by ~()(){) because these funds will not be needed 
during the budget yea~ due to declining enrollment in the Program. 
(Reduce Item 6100-171-044 by $508,()(}().) 

The Department of Education indicates that enrollment in school dis
trict driver training programs is roughly correlated with the enrollment 
in public high schools. The Population Research Unit of the Department 
of Finance' estimates that enrollment in California high schools declined 
from 1,245,380 students during the past year to 1,216,100 in the current 
year, and projects another enrollment decline to 1,213,900 (0.2 percent) 
during the budget year.. '. . . 

Aqditionally, the SDE has indicated that during the past five years 
enrollment in school district driver training programs has declined from 
approximately 327,000 pupils enrolled in 1977-78, to an estimated enroll
ment of 250,000 in 1981-82. This translates to an average enrollment de
cline in the program of 5.9 percent per year during the five-year period. 
The budget indicates that as a result of a general enrollment decline in the 
program, local assistance expenditures for the Driver Training program 
were $508,000 les~than budgeted in 1981-82. We estimate the Driver 
Training program will experience a similar enrollment decline during the 
budget year. Accordingly, we recommend the budget request for driver 
training local assistance be reduced by. $508'OOO--the amount of savings 
realized in 1981-82. This will result in a $508,000 savings to the Motor 
Vehicle Account of the State Transportation Fund. 

Competency-Based Driver Training Programs. Traditional Driver 
Training programs are· based on the concept' that' every student ni'Q,st 
receive a stipu}atedminimum amount of behind-the~wheelinstruction 
and rear seat observation time: without regard to individual differerices 
in driver compet.ency. Therefore, under the traditional program, stp.dents 
have received a roWmum of six hours of behind-the-wheel instruction, 
regardless of their driving skill. . '. 

Practitioners of driver education arid training have long recognized that 
students enter into the program with varying entry level skills and knowl
edge. In recognition of this, acompetency~basedindde of driver training 
has been instituted in 223 school districts, which is based on the premise 
that students should be qained to a common level of p~rformance without 
regard to "seat time." This premise recognizes the differential skill levels 
between students. .. . . 

The departmeIlt repor:ts that iricreased numbers of local school distriCts 
are adoptirigaco.mpetency~based mode ofdtivertraining. Asofthis writ
ing,ofthe 396 school districts that offer Driver. Tnrlning programs; 223 (56 
percent) . offer competency-based prograniS. The department expects this 
to increase to 7Spercent hythe. end ofthe current school year . 

. Driv~r Training Programs' Excess Costs. The Driver Training program 
cur!ently is funcJe~ by the state though a .rei~buJsement systElmunder 
which the state reunburses .local school districtsm the budget year for 
their' actual costs in the priqr fiscal year, up to. a maXimum of $60 per pupil 
for regular students, and .$200 per pupil for'handicapped students. . 

For many years, the state r:eimbursement provided to districts has not 
been sufficient to fund the districts' full cost of driver training. In W79-80, 
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the cost-per-student for regular and handicapped driver training was $107 
and $235 per student, respectively, versus the $60 and $200 per student 
reimbursement provided by the state for regular and handicapped stu
dents. 

Because of the increased number of districts offering competency-based 
driver trainihg programs, however, the statewide average cost of this 
program per-student has been reduced to $65 in 1981-82, which is closer 
to .the $60 per-student state reimbursement rate. In view of the cost reduc
tions achievable by local school districts through competency-based pro
grams, we expect school districts to continue to switch to this mode of 
offering driver training in the future, resulting in continuing reductions 
in average per student program cost. 

Termination of Statutes and Regulations. Assembly Bill 8 (Ch 282/79) 
specified that if legislation is not enacted to continue· the driver training 

. program past its scheduled June 30,1983 termination date, all statutes and 
regulations pertaining to the use of driver training funds shall be discon
tinued on that date. 

The Legislative Counsel has opined that school districts would still be 
required to provide a driver training program afterlune 30, 1983 in order 
to receive state aid, but the manner of instruction 0 driver training could 
be destgned locally by the districts in order to meet the needs of their 
students. The State Department of Education would assume the responsi
bility for administrative reviews of locally designed programs, to insure 
that they meet the general purpose of the terminated program, and would 
still apportion funds to those. programs which meet these general pur
poses. 

Our examination of the statutes and regulations that now govern this 
program indicates that a substantial portion of them would become inop
erative if legislation is not passed to extend the program beyond JUIle 30, 
1983. Among those provi£ions which. would terminate are those which: 

• mandate the course content of driver training; 
~ establish pupil eligibility standards for driver training; . 
• standards for automobiles used in driver training classes; and 
• govern the contracting-out by school districts of driver training in

struction to private driving schools. 
A large number of school districts hav~ already essentially exempted 

themselves from many of these statutes and regulations by securing a 
waiver from either the Department of Education or the State Board of 
Education. The waiver enables them to offer the competency-based mode 
of driver training instruction. . 

Because this program is already permissive, and because many. school 
districts have already been exempted from the statutes and regulations 
governing the program, we believe there would be little effect on school 
diStrict programs if the Driver Training program is allowed to terminate 
on June 30, 1983. The termination would not result in any administrative 
cost savings in the Department of Education, however, because the driver 
training program currently is staffed by only 1.6 positions; and the depart
ment would still be required to conduct administrative reviews of pro
grams to insure that they meet the. general purpose of the terminated 
program. 
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School Bus Driver Instructor Training Program (Item 6100-001-178) 
We recommend approval. 
The budget proposes the appropriation of $457,000 ($254,000 from the 

Driver Training Penalty Assessment Fund and $203,000 from program 
reimbursements) for support ofthe School Bus Driver InstructorTraiiling 
program in the budget year. This represents a $13,000 (2.9 percent) in
crease over current-year estimated expenditures of $444,000 ($244,000 
from the Driver Training Penalty Assessment Fund, plus $200,000 from 
programreiInbursements). Our analysis indicates that the request is rea
sonable, and we therefore recommend approval. 

c. Home-To-School Transportation (Items 6100-1 ll-ool and 6100-101-001) 
We recommend approval. 
The school transportation program provides state aid to school districts 

for providing home-to-school transportation. State aid is provided thro,ugh 
two means-regular transportation aid and small school district transpor-
tation aid. . 

Regular transportation aid (Item 6100-111-(01) reimburses approved 
transportation costs. Previously, the amount of such aid provided to a 
district was based upon local assessed property valuations and state reim
bursement rates. Chapter 100, Statutes of 1981 (AB 777), however, re
pealed these provisions, and AB 2448 (Ch 1192/82) stipulated thatfor 
1981-82 and future years, state reimbursement shall be based on a district's 
actual approved home-to-school transportation costs for the prior fiscal 
year, limited to a specified "ceiling" amount. 

Small school district transportation aid, funded in Item 6100-101-001~ 
provides additional general state aid to school districts (1) with 2,500 or 
less average daily attendance arid (2). which incurred transportation costs 
in excess of 3 . percent of their total general fund education expenses in 
1977-78. There is no requirement, however, that this aid be spent on 
transportation, and it may be used for a variety of other purposes. Table 
26 displays the funding levels for these programs in the past, current, and 
budget years. 

Table 26 
Home-To-School Transportation Aid 

(in thousands) 

Actual Estimated 
1981-82 1982-83 

Regular Transportation Aid ................... . $152,416 $156,024 
Small Disbict Transportation Aid ...... .. 17,518 17,518 

Totals .................................................. .. $169,934 $173,542 

Proposed 
1983-84 
$160,705 

17,518 

$178,223 

Change 
Amount Percent 

$4,681 3.0% 

$4,681· 3.0% 

The budget for 1983-84 proposes an appropriation of $160.~ million for 
regular transportation aid in 1983-84-which is 3 percent more than the 
amoU,Ilt approved by the Legislature for the current year-and $17.5 mil~ 
lion. for small district transportation aid~the maximum amount allowed 
by law. 

The budget request, however, probably will change as the effects of AB 
2448 on school district transportation categorical aid requests become 
known. The Department of Finance indicates that an amendment to the 
budget will be s4bmitted in March to reflect any change in the amount 
needed for 1983-84. . 
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. AlJ 2448 Transportation Aid. Chapter 1192, Statutes of 1982 (AB 2448), 
. authorizes a permanent home-to-school transportation categorical aid 
funding mechanism, beginning in 1982.;.83, to replace the previous mech
anisms established by AB 777 (Ch 100 / 81) and prior law. AB 2448 bases the 
amount of a school district's home-to-school transportationaid.u1)onactual 
a.nd approved transportation costs incurred. in. the prior year, up to a 
ceiling amount;. . . . ..' 

Theceiling amount is based upon the adjusted state transportation aid 
actually received by individual school districts in the prior fiscal year, plus 
aily inflation increase appropriated by the Legislature in the. Budget Act. 
The statute also allows school districts to adjust this ceilin? amount so that 
a diStrict can switch between its transportation categorica: aid request and 

, its general aid revenue limit request (and vice-versa) any 1980 transporta
tiori costs. (plus. accumulated fuflation adjustments) which .. the districts 
financed from their general aid funds in that year. This transportation cost 
amount generally is referred to as the "encroachment amount",and re
flects the e;x:tent to, which school district transportation costs required 
fUIiQihg within a district's 1980 general aid revenue limitfund~. 
'. Because ac;tual transportation costs incurred by school districts in the 
past f!.ve yt;ar~ have eq1!aled or ex.c~eded the.ceilin.g amount, this opti?n 
hllowmg districts to adjust the ceiling essentially allows them to specify 
how they want the "encroachment" portion of their transportation aid to 
be~eceiv~d--:-througheither thei! general ai~ ap~orti~ninent, or through 
theIr home-to~schooltransportation categoncal aId relffibursement. 
, School districts will,'in general, choose the option which provides them 
the. largest inflation adjustment on this '~encroachment" amount. Conse
quently, as a result orAB 2448, ihfuture years there will, be a constant 
switching by school districts of this "encroachment" amount between 
their transportation ca.tegorical. aid.request and their general aid appor
tioIiIilen.t request in order to obtain the larger inflation adjustment. 

In 1983-84, general aid apportionments are budgeted to receive a 6 
percent: iriflationadjustment, compared with a 3 percent adjustment 
budgeted for. home-to"school transportation categorical aid. Therefore, 
schoo~di.·stricts probably .~illtransfer .as much o~ their "encroac~ment" 
amount as possible to theIr general aId request m order to receIve the 
larger inflation adjustment. . 
. Termination of Statutes and Regulations for' Transportation Program. 

A.ssembly Bill 8 (Ch 282/79), as amenqed, specified that iflegislation is not 
.enacted tqcohtinue the Home.~to-~chool Transportation program pas~ its 
schedule June 30, 1983 termmation date, all statutes and regulations 
pertaiIiing to the, use of state home-to-school transportation funds shall be 
discontinued on that date. 

The statute provides that if the termination occurs, funding will still be 
proyided for this program in accordance with the provisions of AB 2448. 
~t also requires that the funds be disbursed according to the identification 
criteria ahd allocation formulas for the program in effect on June 30, 1983. 
Regulations and statutes regarding the actual use of these funds, however, 
wilT terminate on this date unless extended by legislation, leaving local 
school districts with the discretion to use these funds as they wish as long 
as they are .used for the general intended purpose of the home-to-school 
transportation program. 
. Because almost all of the statutes and regulations currently in effect for 

the home-to-school transportation program relate either directly or in-

.-----~-.--------' 
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directly to the funding allocation formulas for this program, we conclude 
that the AB 8 provision will have little, if any, effect on the statutes and 
regulations currently in effect for this program. Accordingly, failure to 
extend existing statutes and regulations (other than those linked to AB 
2448) beyond June 30, 1983 woUld have little, if any, effect on the cost of 
this program. .. ..... 

Unfunded Legislation-Chapters 822 and 1192, Statutes of 1982. Item 
9875-101-001 in the Governor's Budget includes a list of statutes enacted 
during the .1981-82 legislative session, which have identified General Fund 
costs but which have riot been funded in the Governor's Budget. Two of 
these unfunded statutes involve the Home-to-School Transportation pro
gram. 

• AB 24f18. As explained in the previ?us section, <?h 1192/82 authorizes 
the establishment of a permanent funding mecharusm for the Home-to
School Transportation program~ It gives local school districts the option 
duririg 1983-84 of obtaining funding for any 1980 transportation cost "en
croachment" on their general aid revenue limit funding. (plus accumulat
ed inflation adjustments) either from the Home-to~School Transportation 
categorical aid program, or from the general aid revenues. . 

Some of these "encroachment" costs currently are budgeted in the 
proposed Ho:me-to-School Transportation aid appropriation. Because the 
budget request for the general aid revenue limltapportionmen~ contains 
a 6 percent inflation adjustment in 1983-84, compared with a 3 percent 
adjustment budgeted for the Home-to~School Transportation program, 
many school districts will probably shift any "encroachment' . amount 
from the transportation budget request to the general aid apportioriment 
request. An amount equal to the "extra" inflation adjustment available-3 
percent-multiplied by the "encroachment" amount that will be shifted 
is not funded in the budget. This amount will not be known until the 
school districts indicate th.eir decisions regarding how much of this "en
croachment" amount will be transferred between the two budget re-
quests. . .. 

• AB 2640. Chapter 822 (AB 2640) establishes a funding base for 1982-
83, and each year thereafter, for the purpose of establishIng a Home-to
School Transportation program in the Redding Elementary School Dis
trict. 

Under the AB 2448 reimbursement mechanism, this statute could result 
in a claim of up to $94,760 for the reimbursement of the Home-to-School 
Transportation costs of this. school district. 

• No Appropriation l,lequired For AB 2448 or AB 2640. In the budget 
year, the cost of AB 2640 will be funded from the proposed appropriation 
for the Home-to-School Transportation program, and the cost of the AB 
2448 inflation differential will be funded from the appropriation for the 
K-12 general revenue limit aid program. It will not be Known whether the 
fundfug provided for these programs will be more or less than the amount 
claimed. by local school districts until their reimbursement claims for the 
Home-to-School Transportation program, and their principal apportion
ment reports for the general revenue limit aid program, are submitted 
during 19~. 

Given this uncertainty, we see no reason to provide additional funding 
for these statutes until it has·been determined that additional funding is 
needed, Accordingly, we do not recommend that additional funding for 
these statutes be provided at this time. . 
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d. Staff DEtveiopment (Item 6100-218-OOl) 
The Governor's Budget proposes to consolidate the Staff Development 

progr~ mto the State Educational Block Grant (Item 6100-218-001). We 
present this analysis of the Staff Development program in order ':0 provide 
specific information .that will assist the Legislature in deciding (1) 
whether to fold the p:rogram into a block grant, and (2) if it decides not 
to elimihate the program, what actions should be taken with respect to the 
program in the 1983-84 budget. 

The state funds the following staff development programs: 
_Teacher Education and Computer (TEC) Centers~ which provide 

in-service training and assist~ce to. schools in staff development, and 
emphasize mathematics, science, and computer education. 

- Exemplary programs~ which are special instructional and staff devel
opment projects, emphasizing mathematics, science, and computer tech
nology. These projects are funded by grants awarded by the State Board 
of Education. . 

~ SchooIPersonnel Staff Development progra~ which provides fund
ing for grants to local school districts to conduct staff development activi-
ties. . 
. _Bilingual Teacher Training program~ which provides training for 
teachers seeking certification as bilingual instructors. 

The state also receives federal block grant funding, part of which is 
allocated Jor staff development. 

Funding 
Table.27 shows expenditures and funding for staff development pro

grams._ 
Table 27 

Funding for Staff Development Programs 
(in thousands) 

Actual Estimated Proposed Change 
1981-82 1!J82..:83 1983-84' Amount Percent 

State Operations: 
General Fund ............................................ $735 $729 $692 -$37 -5.1% 
Federal fuIids .............................................. 87 298 306 8 2.7 --

Subtotals .................................................. $822 $1,027 $998 ~$29 -2.8% 
Local Assistance: 

Teacher Education and Computer 
.. :Centers ................... ; ............................ $6,303 $6,303 

School Personnel Staff Develoment .... $947 3,354 3,354 
InstructiQ.nal Development and Exem-

plary Programs .................................. 2,344 2,344 
Bilip.gual Trainiilg .. ; ................................... 678 792 735 -$57 -7.2 
School Resource Centers ........................ 944 
Professional Development Centers ...... 759 
Federal Teacher Centers ........................ 295 295 --
General·Fund ............................................ $3,328 $12,793 $12,736 -$57 -0.5% 
Federal funds .............................................. 295 295 -- --

Sllbtotals .......... , ................................... : ... $3,328 $13,088 $13,031 -$57 -0.4% 
Totals ..... -........................................................... $4,150 14,115 $14,029 -$86 -0.6% 
General Fund ................................................ $4,{}{j.J $13,522 $13,428 -$94 -a7% 
Federal funds .................................................. 87 593 601 8 1.3 

a Proposed for inclusion in the State Educational Block Grant Program. 
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The budget proposes $692,000 from the General Fund for state opera
tions in 1983-84, a decrease of $37,000, or 5.1 percent, from the current 
year. The budget also includes in the block grant for 1983-84 $12.7 million 
(General Fund) that otherwise would have been provided for staff devel
opment local assistance, or $57,000 (0.4 percent) less than the amount 
expended for these programs in the current year. The decrease reflects 
funds from the bilingual training program which were carried over from 
1981-82 to 1982-83, and thus are not part of the base amount budgeted for 
the program. The budget proposal, therefore, requests no change from the 
current-year baseline level of spending. 

Investment in People Program. As Table 27 shows, the Legislature 
provided for a major increase in funding for staff development in 1982-83, 
in the form of $9,750,000 for staff development in mathematics, science, 
and computer education under the Governor's Investment in People initi
ative. The additional funds consist of $4,600,000 for Teacher Educationand 
Computer Centers, $2,406,250 to expand the School Personnel Staff Devel
opment program, $2,343,750 for. exemplary programs in mathematics, 
science, and computer education, and $400,000 for state operations. 

The central feature of the Investment in People program is the reor
ganization of the statewide network of Professional Development and 
Program Improvement Centers and School Resource Centers into 15 re
gional Teacher Education and Computer (TEC) Centers. The current 
organization of these centers is shown in Figure 1. 

The TEG Centers, governed by lo~al ".Rolley boards," are required to 
provide staff development services for teachers and administrators, and to 
administer grants under the School Personnel Staff Development pro
gram. The centers emphasize staff development in the areas of mathemat
ics, science, and computer education. Table 28 shows the K" 12 enrollment 
and the distribution of funds for the TEC Centers in 1982-83. 

Region 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

Table 28 

Funding for Teacher Education and Computer Centers, 1982-83 

Administrative 
Countyomce 

Hwnboldt ................... ; ..................................... : .. .. 
Tehama ................................................................. . 
Marin ..................................................................... . 
Sacramento ....................................... , ................... . 
San Francisco ....................................................... . 
Alameda .......................................... ; .. ; ................. . 
Stanislaus ............................................................... . 
Santa Clara .......................................................... .. 
Ventura ................................................................ .. 
Kings ..................................................................... . 
Kern .............................................. ; ....................... .. 
Los Angeles ............................... : ......................... . 
Riverside ........ ; ..................................................... .. 
Orange ................................................................... . 
San Diego ............................................................ .. 

ADA 
(1981~) 

21,489 
76,442 

155,669 
222,540 
55,981 I 

286,557 
166,868 
394,513 
170,203 
166,755 
83,189 

1,189,730 
285,756 
344,371 
321,935 

Total 
Funding" 

$205,000 
278,221 
435,576 
29i,270 
207,991 
323,279 
263,434 
377;9157 
275,102 
263,378 
221,595 

1,494,865 
322,878 
352,186 
390,968 

Totals .............................................................................. .. 3,941,998 $5,703,000 

Funding 
Per ADA 

$9.54 
3.64 
2.80 
1.31 
3.72 
1.13 
1.58 
.96 

1.62 
1.58 
2.66 
1.26 
1.13 
1.02 
1.21 

$1.45 

" Excludes $120,000 for the state's computer software clearinghouse in region 8, and $480,000 for a pilot 
project retraining program in region 12. 
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Chart 1 

Teacher Education/ComputerCenter Regions 
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Because the centers are still inthe initial stage of operations, we cannot, 
at this time, comment on the impact of, their activities. Based on our 
review of the allocation of funds among the centers, however, we ()ffer the 
following recommendations regarding the distribution of funds and the 
organization of the centers. ' 

Delete One-Time Funding Supplements 
We recommend that funding for "bonuses" provided to three Teacher 

Education and Computer Centers be deleted because these funds were 
intended for 1982-83 onl~ for a General Fund savings of$24~74J. 
(Reduce Item 6100-218-001 by $24~74J.) 

The three TEC Centers in regions 2, 3, and 9 received $247,741 in 
one-time "bonuses" in 1982-83 in order to help them fund the consolida
tion of several existing staff development centers into the new TEC Cen
ter. Because the consolidation activities have been completed"there is no 
need to continue this funding in 1983-84. Consequently, we recommend 
the deletion of $247,741, for a General Fund savings of the same amount. 
This would result in a reduction of $60,000 from region 2,$177,741 from 
region 3, and $10,000 from region 9. 

Consolidation of Centers 
We recommend that (1) TEC region 5 (San Francisco) be merged with 

region 8 (Santa Clara)~ and (2) fundingfor San Francisco enrollinent be 
added to Region 8's budget at the same rate per ADA now provided for 
this region~ for a General Fund savings of$154~O. (Reduce Item 6100-218-
001 by $154~O.) , 

The TEC Center in region 5 serves San Francisco County. Our analysis 
indicates that the TEC Centers could operate more efficiently and equita
bly jf San Francisco were merged into another region. The' basis for our 
conclusion is as follows: 

• Maintaining a separate center for San Francisco alone fails to take 
Ildvantage of economies of scale~ and thus isinefficient. Figure 1 and 
Table 28 reveal that the TEC Center regions generally seek to balance 
enrollment and geographical size in order to obtain an efficient and 
effective scale of operations. The one exception is San Francisco. 
Other TEC Center regions of comparable enrollments are in rural 
areas, and are much larger geographically. Other regions of compara
blegeographical size are in urban areas and have a significantly great
er number of pupils. In spite of its compact area, the San Francisco 
TEC Center has a relatively high cost ($3.72 per ADA, compared to 
the statewide average of $1.45). Only the sparsely populated Hum
boldt region exceeds San Francisco's cost per ADA. This indicates that 
efficiencies are not being achieved. , , 

• A s,tate-funded TECdedicated solely to San Francisco is unnecessary 
, because there is a federal Teacher Center (one of seven in the state) 

which provides staff development services exclusively to Sim Fran-
cisco Unified Schoa] District. ' 
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• Region 8 (Santa Clara) could serve San Francisco's needs eHectively, 
and provide for a more efficient scale of operations. The boundaries 
between the two regions are contiguous, access is not inhibited by 
geographical barriers, and the Santa Clara and San Mateo county 
offices have been a,n:long the leaders in the state .in terms of imple
menting computer education programs. 

Because the Santa Clara TEC Center operates at a much lower cost per 
ADA than the San Francisco center, the combination of eliminating the 
funding for San Francisco (-$207,991) and augmenting the Santa Clara 
Center, at its funding rate, for San Francisco enrollinent (+$53,741) 
would result in a General Fund savings of $154,250. Accordingly, in recog
nition of the economies of scale that would be achieved through regional 
consolidation, we recommend a General Fund reduction of$154,250. 

Investment in People-State Operations 
We recommend that 3.0 positions established in 1982-83 for administra

tion of the Investment in People program (and related operating ex
penses) be eliminated because there is not sufficient workload to justify 
these positions and expendfture~ for a General Fund savings of $250,000. 
(Reduce Item 6100-()()1-()()1 by $25~000). . 

In 1981-82, the department had 7.4 positions (5.0 professional and 2.4 
clerical) supported by the General Fund to administer four state-funded 
staff development programs. The Budget Act of 1982 provided a General 
Fund augmentation of $400,000 in state operations for administration of 
the Investment in People program. Of this amount, the department chose 
to delete $130,000 a,s part of the unallocated reduction required by the 1982 
Budget Act. The department used the remaining $270,00(} to (1) establish 
3.0 new positions (2.0 professional and 1.0 clerical), (2) provide $20,000 to 
support the Council on Technology Education established by Ch 1528/82, 
and (3) increase funding for operating expenses (including $99,000 for 
consultants and professional services). The budget requests that this fund-
ing be continued in 1983-84. . . 

We :recommend that $250,000 of the $270,000 augmentation provided in 
the current year· and proposed for continuation in the budget year be 
deleted, for the following reasons: 

• Workload has decreased. TheInvestment in People program result
ed in the consolidation of 17 Professional Development and Program 
Improvement Centers and 12 School Resource Centers into 15 Teach
er Education and Computer (TEC) Centers, ther~by reducing de
partmental workload by facilitating statewide coordination. 

• The Department of Education no longer is responsible fordetermin
ing which school district proposals will be accepted for funding in the 
School Personnel Staff Developinent program. Thisresponsibility 
has been assigned to the Teacher Education and Computer Centers. 

• Once the TEC Centers complete their initial year of operations~ the 
need for departmental training of the center directors should de
crease. 

• The department has established other new positions in this area. In 
addition to the General Fund augmentation, the department estab
lished 2.5 new positions in the current year for administration of staff 
development programs, using federal block grant (Chapter 2) funds. 
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Presumably, these positions will be continued in the budget year. 
In addition to creating TEC Centers, the Investment in People program 

provided funding for exemplary projects. Chapter 1528 established the 
. Council on Technology Education to review project proposals and make 
recommendation!! for funding to the State Board of Education. We recom
mend approval of the $20,000 allocated by the department for sup~ort of 
the council during the current lear. This would be supplemented by 1.0 
professional position establishe by the department in 1982-83, using fed
eral Chapter 2 funds, for council staffing. 

Investment in People-Mathematics, Engineering, Science· Achievement 
(MESA) Program 

We recommend that state support for the MESA program be consolidat
ed in the Department of Education's budget by transferring funds now 
appropriated for the. University of California and California State. Univer
sity to the departments budget item~ in order to facilitate legislative re
view and administration of the program. We further recommend that all 
funds for MESA be appropriated in a separate budget bill item. (Reduce 
Item 6440-001-001 by $19~~ reduce Item 6610-001-001 by $27~~ 
reduce Item G100-218-001 by $880,~ and establish new Item 6100-005-001 
in the amount of $1~351~()()().) 

The MESA program is designed to increase the enrollment of under
represented ethnic minorities in university and college programs related 
to mathematics, engineering, and the physical sciences. The rrogram 
provides tutoring, counseling, study groups, and summer schoo enrich
ment for secondary school students who snow an aptitude in mathematics 
and science. MESA is funded jointly by the state and the private sector. 

The state's contribution currently is provided through the budget ap
propriations for the University of California (UC), the California State 
University (CSU), and the State Department of Education (SDE). De
spite the separate sources of funding, MESA is coordinated by a central 
office located in the Lawrence Hall of Science in Berkeley. 

In our analysis of the UC and CSU budgets, we recommend that all 
funding for MESA be consolidated in the Department of Education's 
budget. This would allow the Legislature to consider all state support for 
MESA, which primarily serves high school students, in a single budget. It 
would not, however, affect the operation of the program. 

Currently, SDE's portion of MESA funding ($880,000) is provided 
through the exemplary projects component of the Investment in People 
program. This program is proposed for inclusion in a new state block 
grant. In the absence of an implementation plan for the block grant pro
gram, the implications of the budget proposal for MESA are not clear at 
this time. 

Our analysis of MESA,· however, indicates that continuation of the pro
gram is warranted. In order to ensure that MESA is continued in 1983-84, 
and to facilitate administration of the funds, we recommend that funding 
for the program be appropriated in a separate budget bill item. 

MESA Evaluation. The Center for the Study of Evaluation at UCLA 
conducted an independent evaluation of the MESA program in 1981-82. 
According to the center's final report, the evaluators fourid that: 

• MESA was perceived as effective by program coordinators, advisors, 
students, and parents, 

• data on academic performance indicated that MESA students per-
44-76610 
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formed significantly better than comparison groups of students hav
ing the same ethnic background, and 

• the eligibility rates for the University of California and the California 
State University were significantly higher among MESA students than 
other students with similar racial/ethnic backgrounds. . 

The study concluded that there was a need for better coordination and 
communication in the progr~, greater parental involvement, and in
creased resources (primarily for additional clerical support, additional 
compensation for advisors, support services at the university level for 
MESA graCluates, implementation of a system of. monitoring student 
progress in the uriiversity, and expansion of the program to the junior high 
school level). This conclusion, however, was based on MESA's 1981-82 
level of fuhding .. The . Legislature approved a $1.3 million (public and 
private funds) expansion of the program in 1982-83. 

e. Instructional Materials (Textbooks) (Items 6100-218-001 and 6100-015-
001) 

Article IX, Section 7.5 of the California Constitution requires the state 
to adopt textbooks for use in grades K-8 and supply them to the schools 
without charge. To meet this mandate, the Department of Education 
oversees a 25-month textbook adoption and distribution process. 

The Governor's Budget proposes to consolidate the Instructional 
Materials program into the State Educational BlockGrant (Item 6100-218-
001). We present this analysis of instructional materials in order to provide 
specific information about the program that will assist the Legislature in 
deciding (1) whether to fold the program into a block grant, and (2) ifit 
decides not to eliminate tlle program, what actions should be taken with 
respect to the program in the 1983-84 budget 

Table 29 
Instructional Materiall! Expenditures and Funding 

(in thousands) 

Actual Estimated Proposed Change 
1981-82 1982-83 1983-84" Amount Percent 

State Operatioris: 
Curriculwn frameworks ........................... . 
Textbook distripution ................................. . 
Warehousing and shipping ...................... .. 
Frameworks production .......................... .. 
Recovery Project ........................................ .. 

Subtotals, State Operations .................. .. 
Local Assistance ............................................. . 

Totals ......................................................... . 
State Operations: 

General Funq, .............................................. . 
Reimbursements ........................................ .. 
Surplus Property Revolving Fund ......... . 

Local Assistance: 
General Fund ............................................. .. 
Instructional Materials F.und .................. .. 

Positions ............................................................ .. 

$1,174 
37 

152 
45 
69 

$1,477 
$42,177 
$43,654 

$1,427 
45 
5 

$39,976 
$2,201 

23.5 

$1,063 
26 

152 
51 
82 

$1,374 
$40,678 
$42,052 

$1,323 
51 

$40,678 

26.3 

"Proposed for inclusion in the State Educational Block Grant program. 

$1,104 $41 3.9% 
28 2 7.7 

151 -1 -0.7 
51 
87 5 6.1 -

$1,421 $47 3.4% 
$40,678 
$42,099 $47 0.1% 

$1,370 $47 3.6% 
51 

$40,678 

26.3 
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Expenditures and Funding. Table 29 shows the expenditures and 
fundingfor instructional materials in the prior, current, and budget years. 

The budget proposes $40.7 million (in the block grant) from the Gen
eral Fund forlocal assistance in 1983-84, the same as the current year level 
of funding. 

Statutory COLA for Instructional Materials. The Education Code au
thorized an appropriation for instructional materials of $13.30 per pupil 
(grades K-,8) in 1978-79, and provides for annual inflation allowances to 
this amount in subsequent years, based on changes in the Consumer Price 
Index. Because the 1978-79 appropriation and subsequent inflation allow
ances approved by the Legislature have been less than the authorized 
amounts, the budget request for textbook support in grades K-8 is $17.1 
million below the amount authorized by statute. 

Instructional Materials Review Process. ChaRter 1503, Statutes of 1982 
(AB 2561), requires the Legislative Analyst to 'review the instructional 
materials review process . . . and report on the increase in funding need
ed . . . to support effective quality and legal compliance review proc
esses." 

The State Board of Education has the constitutional responsibility of 
adopting textbooks for use in grades K-8. As part of the six-year adoption 
process, the board has established a procedure to evaluate textbooks and 
other instructional materials for (1) compliance with social content crite
ria established in state law and board guiaelines and (2) educational con
tent. 

• Social Content. The Education Code requires school governing 
boards to adopt only those instructional materials which: 

• acc~ra~ely rortray society's cultural ~d racial ~versity (~cluding 
depiction 0 males and females and their roles, vanous etluiic groups, 

• and the entrepreneur and labor), the ecological system and the need 
to protect the environment, and the effects of tobacco, alcohol, nar
cotics, and other dangerous substances; 

• .when deemed appropriate, encourgage thrift, fire prevention, and 
the humane treatment of animals and people; 

• contain the Declaration. of Independence and the Constitution of the 
United States, when appropriate for the comprehension of pupils in 
social science, history, or civics; 

.. do not reflect adversely on persons because of race, color, creed, 
national origin, ancestry, sex, or occupation; and 

• do not contain any sectarian or denominational doctrine or propagan
da contrary to law. 

In addition to evaluating instructional materials for compliance with 
these statutory criteria, the state review process also includes a check for 
compliance with Board of Education guidelines relating to the depiction 
of older persons and disabled persons, the use of brana names, and the 
representation of nutritious foods. . 

Evaluation for compliance with social content criteria is conductedini
tially by the Legal Compliance Committee, selected by the Department 
of Education. In 1981-82, 25 panels of the Legal Compliance Committee, 
each consisting of up to 15 members, were convened at Instructional 
Materials Display Centers located throughout the state. They reviewed 
1,723 items (textbooks or ancillary materials) submitted by publishers for 
the reading adoption. The panels found 753 violations of the social content 
criteria. These citations involved 162, or 4 percent, of the items submitted 
for review. 
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If a panel rejects an item, the department notifies the publisher, who 

may offer revisions for consideration by the panel. The publisher or any 
member of the public may appeal any decision of the panel to a First Level 
Appeal Committee, consisting of eight members (five from the Legal 
Compliance Committee and three "independent members") ; and deci
sions of this committee may be appealed to a Second Level Appeal Com
mittee, consisting of three or more members of the State Board of 
Education. In 1981-82,83 percent of the initial citations were appealed. Of 
these, 34 percent of the panel decisions were overturned. 

• Educational Content. Instructional· materials submitted for state 
adoption are also evaluated for educational content: factual and technical 
accuracy, educational value, and quality. The criteria for this evaluation 
are specified by the state's Curriculum Development and Supplemental 
Materials Commission, based on curriculum frameworks which are devel
oped for each subject. 

The Curriculum Commission appoints Instructional Materials Evalua
tion Panels (consisting· primarily of teachers. and curriculum specialists) 
to conduct the educational content review. III 1981-82, three panels, con
sisting of 25 members each, reviewed 1,723 items for the reading adoption. 
Using standardized rating sheets, each panel submits a report to tIle ap
propriateSubject Matter Committee· of the Curriculum Commission. 
Based on the panel rerorts and comments received from other Sources, 
such as teachers, schoo administrators, school board members, parents, or 
other members of the public, the Subject Matter Committee evaluates the 
instructional materials and makes recommendations for adoptioll, accom
panied by pertinent summary information, to the Curriculum Commis
sion. The commission, in turn, submits its recommendations to the State 
Board of Education. Unlike the social content review, the educational 
content review produces general ratings which do not cite "violations" or 
involve an appeals process. . 

The department does not disseminate to school districts the textbook 
ratings made by the Instructional Materials Evaluation Panels. Because 
these ratings could assist district governing boards in their textbook selec
tion process, we believe that the department should consider the merits 
of disseminating this information to the districts. 

• Costs. The state costs of the review ptocessesinclude salaries,bene
fits, and related operating expenses for departmental personnel, other 
operating expenses such as data processing, and travel and per diem ex~ 
penses for panel members (no salary is provided for these individuals). 
Due to the nature of the department's accounting system, these costs can 
only be approximated. We estimate that in 1982-83, the legal compliance 
review will cost about $180,000, and the educational content review will 
cost approximately $130,000 (including derartmental staff support). 

Additional costs are incurred at the loca level because school districts 
and county offices of education frequently assign personnel to serve on 
review panels. These costs are unknown. 

• Efficiency and Effectiveness. To the extent that the state's review 
process avoids duplication of similar efforts on the part of individual school 
districts, it tends to result in savings and thus can be viewed as a relatively 
efficient process. District administrators contacted by our office generally 
acknowledged this contribution. 
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We cannot determine analytically the effectiveness of the review proc
esses. It is impossible, for example, to determine the extent to which the 
legal compliance review procedure has reduced violations of the social 
content criteria prior to submission of textbooks for adoption. Nor can we 
demonstrate that the state's evaluation of the educational quality of text
books results in the best possible choice for all school districts. 

Given these difficulties and the limited data available, we cannot evalu
ate empirically the potential impact of changes in the review processes. 
If we assume, however, that concentration 'of expertise results in better 
reviews, and that such expertise can be aggregated through a centralized 
process, then it can be argued that the legal compliance reviews can be 
made more effective by centralizing it in a manner similar to the educa
tional content reviews (fewer panels, more extended meetings). The De
partment of Education advocates such a change, on the basis that it will 
result in greater interaction among committee members and a more thor
ough and accurate evaluation. The department estimates that a central
ized system would require an additional $7,500 annually, due to higher 
lodging costs. These additional costs can be funded Within the depart-
ment's existing budget resources. ' 

• Conclusion. We have no analytical basis for determining the opti
mum level of funding to support the instructional materials review proc
esses. Our review, however, indicates that funding is generally adequate 
for the department to assist the State Board of Education in its mandate 
to adopt textbooks, and to assist school governing boards inlheir mandate 
to adopt instructional materials that comply with the state's social content 
criteria. Consequently, we recommend no change from the budgeted 
level of expenditures for this purpose. 

Publisher Fee for State-Adopted In .. ~ructional Materials 
, We recommend that the Legislature adopt Budget Bill language requir

ing publishers who submit instructional materials for state adoption to pay 
a fee of$100 per item~ to be refunded if the item is not adopted by the State 
Board ofEducation~ for an increase in reimbursements of $6o,~ and a 
General Fund savings of $60,000. (Reduce Item 6100-001-001 by $60,000.) 

The State Board of Education is required to adopt from 5 to 15' basic 
instructional materials programs for each subject in each grade, for grades 
K-8. Typically, basic programs consist of several items-a series of text
books and ancillary materials. 

The annual process of adOfting instructional materials currently is sup
ported by the state and loca public education agencies. Publishers pay a 
fee only for legal compliance review of materials submitted outside the 
normal adoption cycle. ' , 

We recommend that publishers who submit materials for state adoption 
be required to pay a fee of $100 per item, to be refunded if the item is not 
adopted, for the following reasons: 

• Those publishers who benefit from the adoption process should share 
the costs of that process. Publishers benefit from the review process 
because approximately 80 percent of the state's allocation to school 
districts for grades K-8 instructional materials ($32 million) can be 
used only for purchase of state-adopted items. ' 

• Adoption in California is also likely to assist publishers in their efforts 
to sell their textbooks in other states. Consequently, publishers 
whose textbook programs are adopted by the state enjoy a significant 
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competitive advantage in sales. 
• Precedent exists for the establishment of such a fee. At least two of 

the 22 states that have adoption processes-Oregon and Kentucky
require publishers to pay nonrefundable fees for each book or item. 

We estimate. that our recommended fee would generate $60,000 in 
reimbursements, based on the department's estimate that 600 items will 
be adopted in 1983-84. This would permit a corresponding savings to the 
General Fund. The fee,therefore, would be sufficient to fund about 20 
percent of the estimated costs of the instructional materials review process 
(legal compliance and educational content), or about 50 percent of the 
cost of the educational content review (the component of the review 
process Which is necessary for determination of the highest quality text
book programs). Because the number of items to be adopted in 1983-84 
is relatively small (music, art, bilingual education, and foreign language), 
savings from this recommendation in the budget year will not be as great 
as in subsequent years. We estimate that annual savings in future years 

. could range up to approximately $150,000. . 
Adoption of the following Budget Bill language would implement our 

recommendation: 
"Provided that publishers who submit· an item for adoption must pay 

a fee of $100 per item. This fee shall be returned for each item that is 
not adopted by the State Board of Education." 
Direct Ordering of Textbooks. Chapter 1503, Statutes of 1982 (AB 

2561), permits school districts to order textbooks directly from publishers, 
rather than through the State Department of Education, beginni!lg in 
1983-84. This act has the potential to reduce the department's workload 
for ordering textbooks. 

We do not recommend a reduction to reflect this potential decline in 
workload, however, because (1) we do·not know the number of districts 
which will opt for direct ordering and (2) the department will be required 
to review· district purchase orders to ensure that state funds are used 
appropriately for procurement of state-adopted materials. 

We will review the impact of Ch 1503 on departmental workload during 
1983-84, and include our findings in the 1984-85 Analysis. 

Warehousing and Shipping (Item 6100-015-0(1) 
We recommend approval. 
The budget proposes a transfer of $238,000 from the Instructional 

Materials Fund to the General Fund for the warehousing and shipping of 
instructional materials. This function is performed primarily in connection 
with textbooks printedb}' the Office of State Printing and large print and 
braille textbooks. The budget proposal represents an increase of $4,000, or 
1.7 percent, above the current-year funding level. 

Because Ch 1503/82 could reduce or eliIriinate state-printed textbooks 
for grades K-8, General Fund requirements for warehousing and shipping 
could decline significantly in future years. Funding for this purpose in 
1983-84, however, is associated with textbooks ordered in the current year, 
prior to the implementation of Ch 1503. Consequently, we recommend 
approval of the amount proposed in the budget. 
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f. Gifted and Talented Education (Item 6100-218-001). 
The Gifted and Talented Education (GATE) program was established 

by Ch 774/79 to supersede the Mentally Gifted Minor program. In 1981-82, 
GATE provided funds to 441 school districts for extraordinary educational 
programs serving 172,157 high ability and/ or talented students. Only those 
districts which operated a Mentally Gifted Minors program during 1978-
79 are eligible to receive GATE funds, although a limited number .of 
additional districts have been admitted to the program to replace districts 
which have withdrawn from GATE. . 

:?upils are identified as gifted or talented based on district criteria ~d 
state guidelines. Typically, this local selection process is complex and may 
utilize standardized test scores, teacher or parent referrals, course grades, 
and a review by a school psychologist. 

The design of each district's GATE program is also determined locally 
within state guidelines. These guidelfuesspecify the following types of 
approaches: (1) independent study, (2) special day classes, (3) part-time 
or cluster groupings of GATE students, (4) enrichment activities, (5) 
acceleration activities, and (6) higher education opportunities. 

The budget for 1983---84 proposes to fold GATE into the State Education
al Block Grant (Item 6100-218-001). The block grant includes $16.8 million 
in local assistance that otherwise would have been requested for GATE
the same amount appropriated for GATE in 1982-83. 

g. Vocational Education (Items 6100-166-890, 6100-166-001, and 6100-020-
001) . .. 

The vocational education office in the Department of Education assists 
local education agencies in providing vocational training and guidance to 
approximately 1.2 million secondary students. Vocational education pro
grams are provided through the rt:.6ular secondary school curriculum, and 
by Regional Occupational Centers and Programs (ROC/P). 

Table 30 
Vocational Education Funding 

(in thousands) 

Actual Estimated Proposed Change 
1981-1J2 1982-83 1983-84 Amount Percent 

State Operations: 
General Fund ................................ $3,498 $3,252 $3,375 $123 3.8% 
Federal Funds a ............................ 4,374 4,961 5,056 95 1.9 
Reimbursements b ........................ 1,041 1,437 1,480 43 3.0 

Subtotals ...................................... $8,913 $9,650 $9,911 $261 2.7% 
Local Assistance: 

General Fund ................................ $25 $25 
Federal Funds a $67,257 67,466 53,221 -$14,245 -$21.1% 
Reimbursements 'b':::::::::::::::::::::::: 11,589 15,325 13,325 -2,000 -13.1 

Subtotals .......................... ~ ........... $78,846 $82,816 $66,571 -$16,245 -19.6% 
Totals ............................................ $87,759 $92,466 $76,482 -$15,984 -17.3% 

Positions ............................................... 105.0 117.6 117.6 

a InClUdes amounts· transferred to the Chancellor's Office of the California Community Colleges for 
postsecondary vocational education programs. 

b Includes reimbursements from the Employment Development Department for CETA programs. 
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Funding 

Table 30 shows the funding for vocational education programs in the 
prior, current, and budget years. Federal funds support all local assistance 
programs administered by the vocational education unit. General Fund 
support is required only to match federal funds reserved for administra
tion of the Vocational Education Act (VEA) of 1976. 

Funds supporting state operations for the vocational education program 
are proposed for inclusion in the State Educational Block Grant. The 
budget, however, anticipates that vocational education local assistance 
will continue as a separate program. 

The budget includes $25,000 from the General Fund for local assistance, 
pursuant to an appropriation in Ch 1251/80 for a pilot program providing 
occuapational training to the handicapped. (This program falls under the 
jurisdiction of the deQartment's office of special education.) The budget 
also projects $53.2 million in federal funds for local assistance in 1983-84, 
a decrease of 21 percent from estimated current-year expenditures. This 
reduction primarily reflects funds which were unexpended in 1981-82 and 
carried over to the current year, and thus are not a part of the baseline 
funding level for this program. 

Work Experience Education 
We recommend that the Legislature adopt Budget Bill language which 

prohibits the granting of ADA credit, for General Work Experience Edu
cation~ toward the minimum school day required for state apportionment. 

The Education Code authorizes school districts to establish Work Expe
rience Education programs. Under regulations established by the State 
Board of Education, there are three types of Work Experience Education: 

• Exploratory: This provides the student with opportunities to sample 
a variety of work conditions, emphasizing vocational guidance. Pupils 
are not paid for employment. 

• Vocational: This involves part-time paid employment and classroom 
cour~ework related to the pupil's occupational goal. 

• General: This consists of part-time paid employment. There is no 
classroom requirement, and employment need not be related to the 
pupil's occupational goal. . 

Enrollment in Work Experience Education programs amounted to 77,-
737 in 1979-80, the last year in which annual enrollment was reported. 
General Work Experience was by far the most prevalent type, accounting 
for 88 percent of the total enrollment in the program. 

Pupils in Work Experience programs must be enrolled in at least three 
other subjects, unless they are enrolled in summer school, continuation 
school, orin the last semester of the 12th grade. Work Experience may be 
taken for credit, and may count toward the minimum school day required 
to gener-ate ADA for state apportionment aid purposes. Thus, a pupil may 
take three one-hour courses (such as physical education, English, and 
social studies) on campus, and take one hour of Work Experience in order 
to complete the minimum school day and thus qualify tlie school for a full 
day of ADA. (The minimum day for pupils in grades 9-12 is 240 minutes, 
with specified exceptions.) 

We recommend that the Legislature adopt Budget Bill language prohib
iting General Work Experience Education from counting toward the 
minimum school day required for state apportionments, for the following 
reasons: 
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• General Work Experience weakens academic preparation. To the 
extent that it can be substituted for classroom instruction, General 
Work Experience tends to dilute the pupil's core academic prepara
tion. 

• Typicall~ General Work Experience is not related to the pupil's occu
pational goals. A common example of General Work Experience is 
working part-time at a fast food restaurant. 

• The current funding arrangement distorts a district's incentive to offer 
the curriculum in the students' best long-term interest. School dis
tricts now have a fiscal incentive to provide General Work Experi
ence Education in lieu of academic instruction. School districts must 
provide a coordinator to supervise work experience, at a ratio of 125 
pupils to one coordinator. Consequently, it is a low-cost course, rela
tive to, say, English or mathematics. 

Our recommendation would eliminate the fiscal incentive for school 
districts to offer General Work Experience as a substitute for occupational
ly-related vocational training and would facilitate greater emphasis on 
pupils' academic preparation. Adoption of this recommendation would 
not deny work opportunities to those pupils who need to work during 
regular school hours in order to support themselves or their families. 
Programs with flexible schedules, such as continuation schools and inde
pendent study, are available to accommodate the needs of thesepupils. 

For the reasons given above, we recommend adoption of the following 
Budget Billiangllage, for the apportionments item (6100-101-001): 

"Provided that attendance shall not be claimed for General Work Expe
rience Education." 

Federal Job Training Partnership Act (Item 6100-166-001) 
We recommend approval. 
The SDE budget includes $13.3 million in reimbursements from the 

Employment Development Department (EDD) in 1983-84. These reim
bursements are from the federal Job Training Partnership Act, which 
replaces the federal CETA prograin. (For more information on the new 
federal act, please see our analysis of the budget proposed for EDD.) 

Vocational Education Student Organizations (Item 6100-020-001) 
We recommend approval. 
The budget includes $500,000 for state support of vocational education 

student organizations, which, until June 30,1983, are funded by a continu
ous ahnual statutory appropriation of $500,000. This allocation is displayed 
in the budget as part of vocational education state operations. The 1983-84 
Budget Bill, however, would separate the student organization appropria
tion from the department's support item, in effect treating it as local 
assistance. We agree that these funds are used for local assistance, and 
therefore should be so identified in the budget. Consequently, we recom
mend approval as budgeted. 

h. Adult Education (Items 6100-156-001 and 6100-156-890). 
The Adult Education Unit is responsible for managing state and federal

ly funded programs for adults and general education development (GED) 
testing. Adult education ADA is estimated to be 156,895 in 1983-84. 

Funding for Adult Education. Table 31 shows the state operations and 
local assistance funding for adult education in the prior, current, and 
budget years. 
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Table 31 

K-12 Adult Education Funding 
(in thousands) 

Item 6100 

Actual Estimated Proposed Change 
1981-82 1982-83 1fJ83-84 Amount Percent 

State Operations: 
General Fund ............................................... . 
Federal Foods ............................................... . 
Reimbursements/Special Deposit Fund .. 

Subtotals ..................................................... . 
Local Assistance: 

General Fund ... ; ..................... ~ ..................... . 
Federal Funds ............................................... . 
Reimbursements ........................................... . 

Subtotals ..................................................... . 
Totals ........................................................... . 

Positions .................................... ; ........................ . 

$332 
644 
154 

$1,130 

$158,236 
7,465 
~ 

$165,788 
$166,918 

22.2 

$373 
669 
119 

$1,161 

$149,639 
9,288 
~ 

$159,014 
$160,17fj 

22.0 

$386 
688 
123 

$1,197 

$148,889 
9,288 
~ 

$158,264 
$159,461 

22.0 

$13 
19 
4 

$36 

~$750 

-$750 
-$714 

3.5% 
2.8 
3.4 
3.1% 

-0.5% 

-0.5% 
-0.4% 

State Adult Education Program (Item 61~156-(J01). The budget pro
posesa General Fund appropriation of$148.9 million for adult education 
loc~assistarice in 19~. This represents a decrease of$0.8 million, or 0.5 
percent, from estimat~d current-year expenditures. This change reflects 
(1) additional funding for a 3 percent COLA, (2) a one~time appropriation 
of $1.8 million in 1982-83 that would not continue in the budget year, and 
(3) technical adjustments in 1982-83 associated with the transfer of a 
school district program to a community college, and the consolidation of 
funding for Regional Occupational Centers and Programs into a single 
budget item. , ' 

T4e budget proposal provides no funding for enrollmeq.t growth in 
adult education programs in 19~. We nave no analytical basis for 
recommending a specific level of growth for these programs. Ultimately, 
the amount of growth funded by the state dependS on legislative priorities. 

Statutory COLA. Current law provides a statutory illflation allowance 
of 6 percent for adult education. The budget proposes a 3 percent cost-of
livjng adjustment, (COLA), in lieu of the 6 percent statutory amount, for 
eligible 'districts. Because districts with adult education revenue limits 
above the statewide average are not entitled to inflation allowances, the 
total amount required to provide a 3 percent COLA is lessthan 3 percent 
of the baseline amount. The Department of Finance estimates that $1.4 
million wjll be needed for the proposed inflation allowance in 19~, 
which is equal to 0.9 percent of the current-year base. The statutory COLA 
woiildrequire an augmentation to the budget of $4.1 million. 

Adults in Correctional Facilities. The, budget proposes to (1) contiilUe 
the 1982-83 General Fund support ($1:2 million) for adults in correctional 
facilities and (2) provide a 3 percent inflation increase ($36,000) for this 
program. Funding for the program is included in the school apportion-
ments item (6100-101-001). ' 
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Adult Education Program Termination 
We recommend that all General Fund support for state operations in 

Adult Education be eliminated, due to statutory termination of the pro
grams laws and regulation~ for a savings of$3~OOO. (Reduce Item 61()(). 
001-001 by $386,000.) . 

Pursuant to the sunset provisions of the Education Code, the Adult 
Education program will terminate on June 30, 1983, unless reenacted by 
the Legislature. Funding for local assistance is to continue for the general 
purI>0ses of the program, but laws and regulations governing the program 
will be terminated. Consequently, the current state operations workload 
related to administering the laws and regulations would be eliminated 
after June 30,1983. Therefore, we recommend elimination of all General 
Fund support for administration of the Adult Education program (exclud
ing the department's Local Assistance Bureau, which apportions funding 
to the local agencies), for a savings of $386,000. This would result in the 
.elimination of 7.3 positions. 

Courses Authorized for State Funding 
We recommend that the Legislature adopt Budget Bill language delet

ing home economics and health and safety education from the list of 
subject areas in which adult education courses are authorized for state 
fundin~ for a General Fund savings of $14~3,000. (Reduce Item 6100-
156-001 by $14,164000 and reduce Item. 61()().226-001 by $133,000.) 

We further recommend that the Legislature adopt Budget Billlanguage 
directing the Department of Education to (1) certify to the Director of 
Finance the amount of funding apportioned to· each school district for 
home economics and health and safety courses in 1982-83, and (2) reduce 
the 1983-84 entitlement for each district by the amount certified. 

The Education Code restricts state funding of adult education to courses 
in the following areas: parenting, basic education, English as a Second 
Language (ESL), citizenship, classes for substantially handicapped per
sons, short-term vocational education courses with high employment po
tential, apprenticeship training, classes for older adults, home economics, 
and health and safety education. School districts must submit a list of 
courses for which they claim state funding· to the State Department of 
Education for approvaL 

The provision of current law that terminates statutory and regulatory 
provisions governing adult education, effective June 30, 1983, would not 
eliminate state local assistance funding for adult education programs; 
Funding would continue. for the general purposes of adult education. This 
funding, however, could be used for adult programs other than those 
specified by current law .. If the Legislature wishes to continue to fund 
specific adult education COurses, we recommend that the authorized sub
ject areas be specified in budget act language. 

Qur review of state-funded adult education courses indicates that two 
of the areas currently authorized~homeeconomics and health-and-safety 
education.,......;.include many courses which are primarily recreational or avo
cational. These include microwave cooking, needlepoint, beginning sew
ing, and fitness and aerobics. 

Recreational courses must be offered on a fee-supported basis if pro
videdin adult education programs. They are not supposed to be supported 
with state funds. Our anruysis, however, indicates that it is hard to distin
guish many home economics and health-and-safety education courses 
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from recreational courses. In fact, we found that some of these courses are 
state-funded in some districts and fee-supported in others. Furthermore, 
we note that the Legislature reduced funding for community college 
apportionments in the 1982 Budget Act, and directed the Board of Gover
nors of the California Community Colleges to identify recreational and 
avocational courses ~hat ~~uld no longer be supported W!th state ftn,lds. 
Some of the courses ldentified by the board, such as aerobICs and sewmg, 
are offered in adult education programs with state support. 

For these reasons, we recommend that home economics and health
and-safety education be dropped from the list of subject areas in which 
adult education courses are eligible for state funding. Home economics 
courses which primarily are intended to provide vocational training could 
still be funded under the category of "vocational courses with high em
ployment potential." Health and safety education courses, such as CPR, 
first aid, and lifesaving, are generally available at community colleges or 
from agencies such as the Red Cross, on a fee basis. 

Because of the manner in which adult education enrollment is reported 
to the State Department of Education, the ADA generated by home eco
nomics and health and safety education is not known for certain. Based on 
head count enrollment data, however, we estimate that these courses 
account for 9.6 percent of total state funded ADA. Consequently, we 
recommend that the proposed appropriation be reduced by 9.6 percent, 
or $14.3 million. We also recommend Budget Bill language to direct the 
Department of Education to certify the amount of funds apportioned for 
these courses in 1982--83, and to reduce each district's 1983-84 entitlement 
accordingly. Specifically, we recommend that the following Budget Bill 
language be adopted: 

"Provided that no average daily attendance may be claimed for the 
receipt of state aid for classes in home economics and health and safety 
education. 

Further provided that the Department of Education shall certify the 
amount of funding apportioned to each school district for average daily 
attendance in home economics and health and safety classes in 1982--83 
and shall reduce each district's 1983-84 entitlement by the amount 
certified, as adjusted for any cost-of-living increase approved for adult 
education in this act." 

Improvement in Attendance Reporting Needed 
We recommend that the Legislature adopt Supplemental Language 

requiring the Department of Education to report state-funded average 
daily attendance (ADA) in adult education programs~ categorized by the 
areas of study which are authorized for state funding. 

In reporting adult education ADA to the State Department of Educa
tion, sch,ool distric~s rep<?rt total ADA; th~y do not distribu.te it among .the 
ten subject areas m whICh courses qualify for state funding (parenting, 
basic education, English as a Second Language, citizenship, classes for 
substantially handicapped persons, vocational education courses with high 
employment potential, apprenticeship training, classes for older adults, 
home economics, and health and safety education). 

We believe the Legislature would find such information useful for pur
poses of state-level planning and review. For example, the information 
would help the Legislature monitor program trends, such as a shift in 
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enrollment from one course area to another. 
For this reason, we recommend adoption of the following supplemental 

language requiring the department to collect and report to the SDE adult 
education ADA, categorized by area of study. We estimate that the cost 
to the department and to local districts of complying with this require
ment would be minor, and could be accommodated within existing re
sources. 

Specifically, we recommend that the Legislature adopt the following 
supplemental language: 

"The Department of Education shall require school districts to report 
adult education ADA, categorized by area of study authorized for state 
funding." , 

Federal Adult Basic Education Act (Item 6100-156-.. 90) 
We recommend approval. 
The budget proposes $9.3 million from the Federal Trust Fund for local 

assistance in adult education, the same as estimated current-year expendi
tures, and $688,000 in federal funds for state operations, an increase of 2.8 
percent. These funds are provided under the federal Adult Basic Educa
'tion Act to support basic skills instruction for adults with less than an 
eighth grade level of education, Our review indicates that this program 
is s,erving its intended purpose, and therefore we recommend approval. 

i. Indian Education (Items 6100-2111-001 'and 6100-151-001). 
The State Department of Education (SDE) administers two separate 

projects to serve Native American pupils-SB 2264/74 Indian Education 
centers and AB 1544/77 Indian Education programs. The SDE uses two 
consult::mts and one half-time clerical position to administer the two pro
grams. 

III addition to receiving services from these two projects, Native Ameri
can pupils may also be served by a variety of state and federal categorical 
programs, including School Improvement, Economic Impact Aid, ECIA 
ChllPter I, ESEA Title IV~A and the Johnson-O'Malley program. Under 
the latter two programs, federal funds are provided directly to school 
district~· and educational agencies that serve Native American pupils. Ac
cording to the federal Department of Education and the Bureau of Indian 
Affairs, California school districts will receive $4,753,063 in Title IV-A 
funds and $576,446 in Johnson-O'Malley funds in 1982-83. . 

Table 32 shows state administration and local assistance expenditures 
proposed for the two state Indian Education projects in 1983c-84. As the 
table indicates, the budget proposes a total of $1,249,000 for the two 
projects inthebudget year. " " 

The budget, however, proposes to fold the AB 1544 Indian Education 
program, but not the SB 2264 Indian Education Centers, into the State 
Educational Block Grant (Item 6100-218-001). We present the following 
separate analysis of the AB 1544 program to assist the Legislature in decid
ing (1) whether to fold the program into a block grant and (2) if it decides 
not to eliminate the program, what actions should be taken with respect 
to the program in the 1983-84 budget. 
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Table 32 

State Expenditures for Indian Education 
(in thousands) 

State Operations ..................................................... . 
Local Assistance: 

AB 1544 Native Americari Indian Education 
program ....................................... . 

SB 2264 American Indian Education centers 
Totals ................................................................... . 

Actual Estimated 
1981-82 1982-83 

$172 $149 

318 
750 

$1,240 

318. 
750 

$1,217 

"Proposed for inclusion in the State Educational Block Grant. 

Proposed 
1!J83....84 

$157 

318" 
774 

$1,249 

Item 6100 

Change 
Amount Percent 

$8 5.3% 

24 

$32 

3.2 

2.6% 

AI 1544 Native American Indian Education Programs (Item 6100-218-001) 
We recommend that the AB 1544 Native American Indian Education 

program be eliminated and that one consultant position and related cleri
cal support be deleted for a General Fund savings of $396,000, because 
there is no justification for having a separate compensatory education 
program for Native American pupils in addition to the regular state and 
federal compensatory education programs. (Reduce Item 6100-218-001by 
$318,000 and Item 6100-001-001 by $78,000). 

The AB 1544 Native American Indian Education program seeks to im
prove the educational accomplishments of kindergarten through fourth 
grad~ Native ~~~can pupils in selected rur~ school districts: T~e intent 
of this program IS to develop and test educational models which mcrease 
competence in reading and mathematics." In 1981-82, the A~ 1544 pro
gram served 1,217 pupils. Ten rural school districts receive AB 1544 funds 
for 19 schools. These schools received an average grant of $17,000 each. 

Unlike the federal Indian Education programs, the AB 1544 program has 
no established criteria for identifying pupils to be served. Generally, the 
AB 1544 schools use an informal system to find pupils whose families claim 
Native American status. All students with such status may be served 
through the AB 1544 program-not just those with specific compensatory 
education needs. 

During our field visits, we observed that schools use their AB 1544 funds 
primarily for aides or teachers to work more directly on reading and math 
skills with the K-4pupils. . 

We recommend termination of the AB 1544 program for the following 
three reasons: 

• The reading and mathematics needs of Native American children 
served through the AB 1544 program can and should be met through the 
major categori(Jal programs which are intended to serve all pupils with 
special needs. According to the SDE, 17 of the 19 schools receiving AB 
1544 funds in 1981-82 also receive funds from at least one other compensa
tory education program. In fact, seven of the larger schools participate in 
at least three other compensatory education programs. (The two schools 
which receive no other programs are in a single district and have a total 
enrollment of 55 pupils). 

Because the other compensatory education programs serve all pupils 
with identified needs, our analysis indicates that funding provided by AB 
1544 is duplicative and unnecessary. In the AB 1544 programs we visited, 
virtually all of the Native American pupils were identified as ECIA Chap
ter Ipupils, and thus were targeted for special assistance. In some class
rooms we observed two or more aides simUltaneously attempting to assist 
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a single Native-American pupil. 
• The reading and mathematics needs oE Native American pupils are 

not unique and do not require a specialized program. We know of no 
analytical data which indicates that methodologies used for teaching basic 
skills to Native American pupils differ from those used to teach other 
pupils. In fact, we observed at several schools that AB 1544 teacher aides 
were using the same teaching methodologies as those used with non
Native American pupils. 

• The procurement and distribution oE curriculum materials pertaining 
to Native American history and culture can be accomplished by other 
organizations. Our analysis indicates that curriculum development to 
serve Native American pupils can be. accomplished through the SB 2264 
Indian Education centers and other Indian organizations, the SDE Cur
riculum Services Unit, and school district curricwum specialists. 

Because the AB 1544 program (1) is not. based on a unique educational 
need, (2) duplicates toe functions of other statewide categorical prq
grams, and (3) is not necessary for the development of curriculum materi
als, we recommend termination of the program and elimination of state 
operations staff, for a General Fund savings of $396,000. 

SB 2264 Indian Education Centers (Item 6100-151-001) 
We recommend approval. 
Twelve Indian Education centers serve as regional educational resource 

centers to Indian students, parents, and schools. The centers are operated 
by private non-profit organizations which report to community-elected 
boards of directors. The centers typically offer a variety of services, funded 
through several sources. In their role as education centers, the centers: (1) 
provide tutorial assistance and counseling for Indian pupils, (2) provide 
Native American related curriculum develppment for school districts, and 
(3) serve as a cultural center and library. Our review indicates that this 
program is serving its intended purpose and, therefore, we recommend 
approval. 

j. Demonstration. Programs in Reading and Mathematics (Item 6100.;218-001). 
The Governor's Budget proposes to consolidate this prognlminto the 

State Educational Block Grant, Item 6100-218-001. We present our analysis 
of Demonstration Programs in Reading and Mathematics tp assist the 
Legislature in deciding (1) whether to fold the program into a bloc~ grant, 
and (2) if the Legislature decides to not eliminate the program; what 
actions should be taken with respect to the p. ro.gram in the 1983-84. budget. 

Demonstration Programs in Reading and Mathematics were estaplished 
to provide cost-effective exemplary reading and math programs in grades 
7, 8, and 9, using intensive instruction. The enabling legislation for demon
stration programs specifies that the programs are to (1) develop new 
approaches to the teaching ofreading and mathematics, (2) provide infor
mation about the successful aspect of the projects, (3) encourage project 
replication in other schools, and (4) be ranked according to evaluation 
results, with state support withdrawn from the lowest rated progams. In 
1982-83, the program will serve 9,000 students in 28 schools representing 
19 districts. . 

The budget proposes to appropriate $3,558,000 for lqcal assistance (in
cluded in the proposed block grant) which is the same fundihg level as the 
current year. 
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Evaluations indicate that the demonstration program has been success
ful. For example, data collected on the program in 1981-82 indicate a 
median growth in reading achievement of 2.5 months and a median of 
growth in mathematics achievement of 2.9 months, for each month of 
instruction. 

Applicability of the Demonstration Program Funding to Other Pro
grams. Language contained in the Supplemental Report to the 1982 
Budget Act requires our office, with the cooperation of the SDE, to select 
three programs and review the adaptability of the unique funding process 
used for demonstration projects to these three programs. This funding 
process. involves terminating the least effective program each year and 
selecting a replacement program. Mter consulting with the SDE, we 
included eight programs in our review: Miller-Unruh, Gifted and Talented 
Education, Indian Education Centers, Educational Technology, ECIA 
Chapter II, Investment in People, State Compensatory Education, and the 
University College and Opportunity Program. In determining these pro
grams' adaptability to the demonstration program methodology, we 
sought to determine: 

• If there is a program output or goal which can be quantified and 
compared on a systematic statewide basis. 

• If the competitive aspect of the methodology, which requires that the 
least cost-effective demonstration .reading and demonstration math
ematics projects be terminated, is appropriate or practical for the 
other. programs. 

• If individual projeCts could be demonstrated and replicated through
out the state? 

Based on these criteria, our analysis indicates that only one of these 
eight programs-the Miller-Unruh Reading Program-could be adapted 
to the demonstration program methodology. (Elsewhere in our analysis of 
Item 6100-218-001, we provide more detailed information on this pro-
gram.) This is because: . 

• Unlike the other seven programs, the program output and goals of 
Miller-Unruh can be quantified and compared For Miller-Unruh, 
the SDE can use a standardized test of reading and achievement to 
calculate the gain in achievement as a function of the program cost, 
as is currently done for Demonstration Programs. 

• Miller-Unruh programs are locally designed and implemented and 
have been replicated on a limited basis. Our analysis indicates that 
a systematic process to encourage the replication and demonstration 
of Miller-Unruh methodologies is possible and could be beneficial. 

• There is some justification for requiring that the least cost-effective of 
the Miller-Unruh programs be terminated. This would release funds 
for other schools that wish to develop new, and possibly more success
ful, approaches. 

In conclusio.n, if the Legislature determines that the demon~trati~n 
program funding process should be expanded to other categoncal rod 
programs, our analysis indicates that the Miller/Unruh reading program 
could be funded through this process. 
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3. State, Court, and Federal Mandates (Items 9680-101-001 and 6100-114-
001) . 

Under the provisions of current law, the state reimburses school districts 
for the cost of local programs which are mandated by the state, the courts, 
or the federal government. These reimbursements are funded from the 
General Fund. Table 33 shows the past, current, and budget year expendi
tures for these reimbursements. 

Table 33 
Expenditures for State, Court, and Federal Mandates 

(in thousands) 

Actual Estimated 
1981-82 1982-83 

State Mandates ................................... . $23,747 $27,386 
Court and Federal Mandates ........... . 128,725 140,454 

Totals ............... ; ........................... ... $152,472 $167,840 

Proposed 
1!J83...84 

$14,322 
140,454 

$154,776 

Change 
Amount Percent 
-$13,064 -47.7% 

-$13,064 -7.8% 

As shown in Table 33, the budget proposes no change in funding for 
court and federal mandate reimbursements. Although the budget appears 
to propose a $13.1 million, or 48 percent, decrease in state mandate reim
bursements, this is misleading. The decrease in state mandate reimburse
ments is due to the fact the expenditures estimated for the current year 
include funds provided in a claims bill for costs incurred in years other 
than 1982-83. (See table 34.) To the extent that the Legislature enacts 
claims bills in 1983-84 for education claims, there may be no decrease in 
costs for state mandates between the current and budget years. 

Table 34 

State Mandates 
(in thousands) 

Actu1Jl Estimated Proposed Change 
1991-82 1982-83 1!J83...84 Amount Percent 

Ch.tpter 1215/74 School Attendance Re-
view Boards ............................................. . $3,212 

Chapter 593/75 Jury Duty for Teachers .. 1,100 $1,452 -$1,452 -100.0% 
Chapter 961/75 Collective Bargaining ..... . 6,480 8,794 $9,493 699 7.9 
Chapter 1216/75 School Employee Dismis-

sal Evaluation ......................................... . 8 1 18 17 1,700.0 
Chapter 973/77 School Administrators 

Transferred to Teaching ..................... . 2 
Chapter 965/77 Pupil Disciplinary Proce-

dures ....................................................... ... 325 244 623 379 155.3 
Chapter 1253/75 Pupil Disciplinary Proce~ 

dures ......................................................... . 
Chapter 894/77 Pupil Basic Skills-Notifi-

cation and Conferences ...... : ................ . 1,300 1,746 2,603 857 49.1 
Chapter 1176/77 Immunization Records .. 600 943 1,240 297 31.5 
Chapter 1347/80 Scoliosis Screening ......... . 477 486 343 -143 -29.4 
Chapter 472/82 bnmunization Records ... . 610 -610 -100.0 --

Subtotals ................................................... . $13,504 $14,278 $14,322 $44 0.3% 
Prior claims bills ............................................ . 10,243 13,lOB -13,lOB -100.0 

Totals .......................................................... . $23,747 $27,386 $14,322 -$13,064 -47.7% 

• Reimbursement funding terminated by Ch 1586/82. 
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a. SlaleMandales (llem 9680-101-001). 

Table 34 shows General Fund expenditures for reimbursement of edu
cation mandates in 1983-84. A total of $14,332,000 is proposed for this 
purpose in the budget year, an increase of $4~,000,or 0.3 percent, above 
the adjusted 1982-83 level (exclusive of funds provided in claims bills). 
The $27,386,000 shown in the budget for reimbursement of claims in 1982-
83 includes $13.1 million for prior year claims appropriated in separate 
legislation, and primarily represents one-time, rather than ongoing ex
penditures. Consequently, the decrease between 1982-83 and 1983-84 is 
not meaningful from a programmatic standpoint. 

The budget-year funds are contained in Item 9680-101-001, which is the 
appropriation item for all state mandate reimbursements. 

Unfunded Legislation-Chapter 472, Statutes of 1982 (S8818) 
We recommend that the Department of Finance explain during budget 

hearings~ why the Budget Bill does not include an appropriation to reim
burse the increased school district costs mandated by Ch 472/82, and what 
actions the administration proposes to take with regard to the constitution
al requirement that these costs be reimbursed. 

Pursuant to Ch 472/82, school districts are required to ensure that all 
students are immunized against rubella at the time (1) they first enroll in 
a California school or (2) if they were enrolled in school on January 1, 1980, 
when they transfer to, enter, or attend school at the seventh and ninth 
grade. This mandate increases school district screening and recordkeep
ing costs because the districts must ensure that students have the required 
immunization. In recognition of these costs, Ch 472/82 appropriated $610,-
453for reimbursement of school district costs in 1982-83. 

The budget proposes no funding for these mandated costs in 1983-84, 
although it recognizes in the unfunded legislation item (Item 9875-101-
001) that the cost of providing these reimbursements in 1983-84 will be 
$539,000. 

Our analysis indicates that the costs mandated by Ch 472/82 will contin
ue in 1983-84 through 1986-87. Given the constitutional requirement that 
the state reimburse local agencies for mandated costs, the budget should 
include funds for these costs. Unlike other "unfunded" legislation, the 
state cannot choose on a policy basis not to fund these costs. 

For this reason, we recommend that the Department of Finance ex
plain, during budget hearings, whr the Budget Bill does not include funds 
to reimburse the increased schoo district costs mandated by Ch 472/82, 
and what action the administration proposes to take with regard to the 
constitutional requirement that these costs be reimbursed. 

Physical Performance Test 
We recommend that the Legislature enact legislation to repeal the 

physical performance test requirements for grades 5, ~ and 10 because we 
find no analytical reason to continue this mandate. 

Education Code Sections 60603d and 60608 require students in grades 
specified by the State Board of Education to take annually a physical 
performance test. The board has specified that students in grades 5, 7, and 
10 shall take this test. 

SDE provides districts with a list of specific tests, to be administered, 
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and the average range of expected student performance on each tesK€#:€W' 
example, the average seventh grade, 13 year old male is expected to walk 
orjog a little less than one mile in six minutes and complete 41 sit-ups in 
one minute.) SDE reviews the test items on a six-to-seven-year cycle, and 
adjusts the expected student performance ranges based on the results of 
its review. The last review was in 1981-82. 

The code does not state the purpose of this test, nor does the code 
require any systematic evaluation of test results. Consequently, the state 
does not systematically collect or evaluate the results of the tests. Because 
there is no ongoing evaluation, the tests do not provide the state with data 
on whether pupil physical performance is increasing or decreasing. 

In summary, we find no analytical reason for the state to continue 
mandating the physical performance test. 

If the schools themselves find the results of these tests useful, they could 
continue to offer them, even if the mandate is repealed. Districts that do 
not find the test to be useful could reallocate the students' time to other 
education-related activities. 

Because we find no use for the results of physical performance tests at 
the state level, there would appear to be no reason for the state to mandate 
these tests~ Accordingly, we recommend that the physical performance 
test mandate be repealed. 
b. Court and Federal Mandates (Item 6100-11~1) 

Prior to the passage of Proposition 13, school districts were authorized 
to fund final court orders and federal mandates through the local pr()pert)r 
tax. In 1978-79 and 1979-80-pursuant to post-Proposition 13 fiscal relief 
legislation-federal and court mandates affecting school districts were 
funded by the state through a revenue limit reimbursement of district 
claims for apportionment aid. Through 1979-80, the state was automatical
ly liable for all new federal- and court-mandated costs imposed on school 
districts; This policy was changed in 1981. .. 

Current Law. Chapter 100, Statutes of 1981 (AB 777) removed man
date funding from general aid in school apportionments. Such funding is 
new provided in the annual Budget Act. Current . law also provides that 
the Controller must review each mandate claim to determine if the costs 
claimed are reasonable, and provides that the reimbursement among 
claiming districts will be prorated if the 'amounts claimed ,exceed the 
Budget Act appropriation. The Board of Control, however, is authorized 
to review any unfunded claims for. possible inclusion in a subsequent 
claims bill. . 

Funding. Table 35 displays the actual funding and potential future 
costs for court and federal mandates. . .'. 

The Governor's Budget proposes $140;454,000 for reimbursements of 
these mandates in 1983-84-an increase of $11,728,000 or9 percent, above 
the 1982 Budget Act appropriation. Since 1981-82, all of the funds appro
priated for the reimbursement of court and federal mandates have been 
allocated to four school districts for costs resulting from court-ordered 
desegregation activities. Currently, there are no reimbursable federal 
mandates. ..' .' . 

Table 35 indicates that in addition to the $140.5 riilllion proposed in the 
1983-84 budget for reimbursing budget-year claims, a deficit remains of 
approximately $59.7 million from 1981-82 and 1982-83 which is eligible for 
reimbursement through the Board of Control process. If there is no 
change in claims for 1983-84, we estimate that the $140.5 million requested 
to pay claims will be $22.3 million less than claims actually received in the 
budget year. This would bring the unfunded deficit to $82 million by the 
end of the budget year. 
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Table 35 
Court and Federal Mandate,: 

Claims Approved by the Controller 
Actual and Budgeted Claim Reimbursements 

and Additional Claims Eligible for Reimbursement 

Actual Actual Estimated 
Claims for Claims for Claims for 

Approved Claim~ 1980-81 1981-82 1982-83 
Desegregation Claims: 

Los Angeles Unified ......................... . 
San Diego City Unified .................. ; .. . 
San Bernardino Unified ............. , .... .. 
Stockton Unified ........................ ; ....... .. 
Miscellaneous-Maternity Benefits 

Total Approved Claims., .............. .. 
BlldgetAct appropriation .. , ........ . 
Deficit .............................................. .. 
Claims bill appropriation in 1982-

83 .................. : ............................. ~ 

Cwnulative remaining deficit 
subject to Board of Control 
Action ......................... : .............. . 

" Approval 'pending. 
b Preliminary estimate. 
c ProposedJnltem 6100-114-00L 

$138;076,522 
17,834,871 
2,987,361 
3,242,512 

512;302 
$162,653,568 

150,926,000 
($11,727,568) 

-11,727,568 

$120,864,924 $128,754,633 
22,471,333 24,941,633 
2,746,396 3,089,270 
8,333,782" 6,OOO,OOOb 

$154,416,435 .. $162,785,536 
128,726,000 128,726,000 

($25,690,435 ) ($34,059,536) 

$25,690,435 $59,749,971 

Item 6100 

Estimated 
Claims for 

198:J....84 

$128,754,633 
24,941,633 
3,089,270 
6,000,OOOb 

$162,785,536 
14O,454,OOOc 

($22,331,536) 

$82,081,507 

Whether funds should be provided to eliminate the $59;7 million un
funded deficit is a policy' decision that the Legislature must make,based 
on its prioritie!) regarding the use of limited state resources. Accordingly, 
we make no recommendation on this issue. We note, however, that the 
districts that incurred these costs in prior years have already fQIldedthem. 
They have done so by reallocating general aid revenues to their desegra:
tion programs. In effect, the districts, have managed to operate their 
programs with the current level of state reimbursements. Thus, if the four 
districts receive an additional $59.7 million, the new money would consti
tute a windfall to the districts. 

Unfunded LegisiiJtion-Chapter 161~ Statutes of 1982 (SB 550). 
Chapter 1619, Statutes of 1982 (SB 550), authorized (1) reimbursements 
to school districts which voluntarily operate programs to remedy racial 
segregation and (2) continued reimbursement, through 1988-89, for costs 
incurred by those districts currently under court-ordered desegregation 
plans in the event the court order terminates and these districtsimple
ment voluntary desegregation plans. As indicated earlier, prior law au
thorized.reimbursements only for those districts which are under a court 
order. 

The Governor's Budget estimates that $20 million is necessary to reim
burse'districts with voluntary programs. (The second provision of SB 550 
affecting the' four districts currently under court order has no effect in 
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1983-84 because those orders are still in effect, and partial reimbursement 
for most of these mandated costs is already included in the budget.) The 
budget, however, contains p.o funds to provide these voluntary program 
reimbursements. 

We make no recommendatioll regarding this matter. As noted above, 
this is a policy question that only the Legislature can answer, based on its 
priorities. If the Legislature decides not to appropriate funds for Ch 1619/ 
82, however, it would not result in a funding reduction for the eligible 
districts because they are currently funding voluntary programs within 
existing resources. 

4. Special Education (Item 6100-161-001, 6100-161-890, and 6100-006-00l) 
Special education includes (1) local assistance to support the Master 

Plan for Special Education, (2) state administration, (3) support for the 
state special schools, and (4) assistance to the Southwest Regional Deaf
Blind Center. In 1983-84, special education will serve approximately 360,-
000 students who are learning, communicatively, physically, or severely 
handicapped. 

Table 36 shows the expenditure and funding for special education in the 
prior, current, and budget years. The budget proposes total eXpenditures 
for this program of $852,782,000 in 1983-84, an increase of $2,100,000, or 0.2 
percent above the current-year level. The General Fund will ~upport 89 
percent of all special education expenditures, while federal funds will 
account for 0.6 percent and reimbursements will finance the remaining 10 
percent. 

Table 36 

Special Education Program 
Expenditures and Funding 

(in thousands) 

Actual Estimated Proposed Change 
1981-82 1982-83 1fJ8.'J4J4 Amount Per~nt 

1. State Operations 
State administration .............................. $5,881 $6,652 $6,825 $173 2.6% 
Clearinghouse depository .................... 396 337 352 15 4.5 
Southwest Deaf-Blind Center .............. 1,351 608 619 11 1.8 
Special schools ........................................ 33,939 33,943 35,445 1,502 4.4 

Subtotals ................................................ $41,567 $41,540 $43,241 $1,701 4:1% 
2. Local Assistance 

General Funds ........................................ $712,535 $727,230 $727,629 $399 0.1% 
Federal funds .......................................... 94,725 81,912 81,912 

Subtotals ................................................ $807,260 $809,142 $809,541 399 0.1% 
Totals ...................................................... $848,827 $850,682 $852,7/!2 2,100 0.2% 

General Fund ............................................... $743,103 $758,342 $760,379 2,037 0.3% 
Federal Fund ................................................ 100,158 87,397 87,492 95 0.1 
Reimbursements .......................................... 5,556 4,943 4,893 -50 -1.0 
Special Deposit Fund ................................. 18 18 

Special education eXQenditures in 1982-83 are estimated' to be greater 
than the amount actually needed to fund program costs in 1982-83. This 
is because the Legislature appropriated $35 million in the 1982 Budget Act 
to fund part of a 1981-82 special education deficit. This one-time expendi
ture is reflected in the 1982-83 estimate of local assistance support by the 
General Fund. . . 

The net change in funding for special education in the budget year of 
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2.1 million reflects (1) the elimination of the $35 million one-time appro
priation for the 1981-82 deficit, (2) an increase for a 3 percent cost~of
living adjustment ($36,249,000) for General Fund local assistance, (3) 
elimination of the one-time transfer of $850,000 from the county office's 
appropriation to special education for the pm chase of equipment for 
visually handicapped students, (4) a $95,000 increase in federal aid, and 
(5) baseline increases for state administration. 

a. Master Plan for Special Education (Item 6100-161-001) 
California students receive special education and related services 

through the Master Plan for Special Education (MPSE). Under the Master 
Plan, school districts and county offices of education administer special 
education services through regional organizations called Special Educa
tion Local Plan Areas (SELP As) . Each SELP A is required to adopt a local 
plan which details the provision of special education services among the 
member districts .. The SELP A may consist of a single distriC. t, a group of. 
districts, or the county office of education in combination with districts. 

Special education funding is prOvided through.Ch 797/80, as amended 
by Ch 1094/81 (SB 769) and Ch 1201/82 (SB 1345). School districts and 
county offices receive reimbursement for costs incurred in their special 
education program based on (1) their current level of services, (2) costs 
incurred in 1979-80 adjusted for inflation, and (3) local general fund con
tributions to the program. Transportation costs associated with the special 
education program are reimbursed based on the actual costs incurred in 
the prior-year, while regional services are reimbursed based on per pupil 
costs in the current year. . 

Students Served. Special education programs served 357,679 students 
as of December 1, 1981. Under the MPSE, students receive services 
through one of four instructional settings: special day classes (SDC) , re
source specialist programs (RSP), designated instruction and services 
(DIS) , and nonpublic schools (NPS). Table 37 displays the distribution of 
special education students by general disability and instructional setting. 

Table 37 
Special Education Enrollment 

December 1, 1981 

Communica-
Placement tion Learning 
Designated Instruction and Service (DIS) 89,785 8,041 
Resource Specialist Program (RSP) ........... . 698 127,680 
Special Day Class (SDC) .............................. .. 8,580 81,382 
Nonpublic Schools (NPS) ............................... . 134 1,959 

Totals ........................................................... . 99,197 219,062 

Disability 

Physical 
16,876 

969 
7,027 

117 
24,989 

Severe 
1,059 

958 
10,186 
2,228 

14,431 

Total 
115,761 
130,305 
107,175 

4,438 

357,679 

Continuing Funding Deficits in Special Education. In 1980-81, special 
education entitlements exceeded the Budget Act appropriation by $117 
million. In 1981-82, a special education program deficit of $200 million was 
projected. In response to these deficits, the Legislature appropriated $30 
inillionin the 1981 Budget Act to fund part of the 1980-81 deficit, and 
adopted SB 769 (Ch 1094/81) to limitthe deficits in future years. Specifi
cally, Chapter 1094 reduced entitlements and the deficit by $168 riilllion 
by (1) changing the formulas used to determine the district's entitlement 
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to state aid, and (2) easing some of the program requirements on school 
districts to allow for greater flexibility and opportunity for local cost sav
ings. The changes brought about by Ch 1094 reduced the 1981-82 deficit· 
inthe special education program to $32.1 million. The transportation defi-
cit for that year was $27.2 million. . 

The Legislature responded to the 1981-82 deficit by appropriating an . 
additional $35 million in the 1982 Budget Act. In appropriating these 
funds, however, the Legislature provided that they would be made avail
able for allocation only if another reform measure. was adopted. This 
measure was SB 1345. 

SB 1345 (Chapter 1201/Statutes of 1982). Senate Bill 1345 was enacted 
in June, 1982. This measure allocated the $35 million provided in the 1982 
Budget Act. Of the total, $19 million was allocated for the program deficit 
and $16 million was provided for the deficit in special transportation. As 
a result, the 1981-82 deficit was reduced to $24.5 million-a program. 
deficit of $13.2 million and a transportation deficit of $11.2 million. The 
third recertification of the 1981-82 second principal apportionment shows 
that district and county offices received 97.9 percent of ther specialeduca
tion entitlement and 87.7 percent of their special transportation entitle
ment for 1981-82. 

Like SB 769, SB 1345 reduced some mandates in the special education 
program. These reductions, however, are not expected to reduce entj.tle
ments for state funding. Instead, the cost savings resulting from the addi
tionallocal flexibility are expected to accrue to local education I!gencies. 
Some of the mandate reductions contained in SB 1345 are as follows: 

• Members of pupil assessment teams are no longer required to main
tain personal records of assessments, and the membership require~ 
ments of the team have been relaxed. . . . 

• Individualized Education Program (IEP) teams are not required to 
meet if there is a change in the pupil's program or placement. 

• The requirement that the resource specialist program (RSP) sliall 
average no more than 24 pupils per class is deleted. The maximum 
caseload per RSP of 28 pupils, however,. was'. maintained. . 

• Program specialists are no longer required, and funds provided for 
program specialists may be used for regionalized services or special 
education classes. . 

The act also made three changes in the funding formulas which govern 
district entitlements to state funds. First, districts are permitted to receive 
addi~onal reimbursemen~ for support services costs for o~y SDC classes 
servlllg the severely handicapped. DISandRSP classes servmg the severe
ly handicapped are not: eligible for the higher support services rate. Sec
on~, the ~e~sure reqUired di~tricts to recomputt:) ~h~ir sUI~port services 
ratio toelimllate double-fundlllg for program specialists. Flllall)" the act 
specified that excess local revenues of the. county are to be subtracted 
from district's entitlement to state support for special education costs. 

The Master Plan Funding Model. As mentioned above, special educa
tion and related services in California are provided to· infants, presch.ooi 
children, school-age children, and young adults from 18 to 21 years 
through the MasterPlan for Special Education (MPSE). First introduced 
in 1974 the Master Plan' has undergone numerous changes. Most of the 
original principles,liowever, still remain. Some. of these prinCiples are as 
follows: (1) all' students are entitled t6 .an apprQpriate . education in the 
least retrictive environment, (2) each student should receive services 
according to a program developed to meet his or her individual need, (3) 
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efforts should be taken to avoid the unnecessary labeling of students, and 
(4) parent and student rights should be protected through due process 
procedures and fair hearings. 

The Master Plan as a service delivery model continues to enjoy support 
among both the recipients of special education. services and the local 
p~oviders. Our field visits indicate that. SJ?ecial edu~ation teachers. agree 
With the Master Plan concept of provlding a continuum of serVlces td 
handicappeq children. Greater interaction between the handicapped and 
nonhandicapped, where appropriate, is identified as a positive outcome of 
the MPSE. In addition, district administrators indicate that there are few, 
if any,students identified as individuals with exceptional needs who are 
not receiving services. 

The Master Plan as a funding model, however, does not have similar 
support. 

Under the current system, school districts and county offices receive 
state support for their special education program through three funding 
components. First, local providers receive state assistance for the program 
component of the MPSE, which includes both direct salary and benefit 
costs, and support costs, based on the actual costs incurred by the district 
or county office in 1979-80. These costs constitute the provider's "unit 
rate" and "support services ratio", which in turn determine their entitle-
ment to state funds. . 

Second, districts and county offices receive funding for transportation 
costs associated with the special education program through the transpor
tation component of the MPSE. State assistance for transportation costs is 
based upon actual costs incurred in the prior year. Districts are entitled 
to 80 percent of their prior-year costs, while county offices are entitled to 
100 percent funding for prior year costs. 

Third, state funding for costs incurred at the regional level are distribut
ed on a per-pupil basis to districts and county offices. These funds are 
broken down to provide for (1) "regionalilzed services", which include 
personnel and curriculum development, evaluations, and data collections, 
and (2) "program specialists" who coordinate and assist in the provision 
of special education services within the region. 

Though each of the funding components does not receive a separate 
Budget ~c~ appropriation,. Budget Act langua~e has been. adoJ?ted each 
year to hmlt the funds available for transportation and reglOnalized serv
ices. Asa result, a deficit in one funding component cannot be transferred 
to another. This is shown in Table 38, which. divides the 1981 Budget Act 
appropriation, the local entitlements, and the deficit for 1981-82 into the 
three funding components. 

Table 38 

Special Education Appropriation· 
Local Entitlements, and 

Deficits for ;981~ 

Budget Act 
Funding Component Appropriation 
1. Special Education Program ...................... $607,787,502 
2. Special Transportation ................................ $80,260,000 
3. Regionalized Services and Program Spe-

cialists.............................................................. $24,700,000 

a Includes $35 million provided in the 1982 Budget Act. 

Local 
Entidement 
$620,998,003 
$91,437,419 

$24,818,955 

Deficit 
Amount Percent 
$13;210,501 2.13% 
$11,177,419 12.22 

$118,955 0.48 
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Weaknesses of the Current Funding Model Our field visits indicate 
that there is considerable dissatisfaction with. the Master Plan funding 
model. Based on an analysis of the model and discussions with state and 
local officials, we have identified the following weaknesses of the current 
system. 

• Appropriation Deficits. While deficits are on outcome of the system, 
rather than a feature of the Master Plan itself, the components of the 
model are such that they tend to make deficits more likely. This is because 
the model makes it difficult for the Legislature to estimate funding re
quirements. Table 39 shows the revenue and expenditure components of 
the Master Plan. 

Revenues 
Budget Act appropriation 
Federal fundS 
County property taxes 
Negative entitlements 
Revenue limits, districts 
Revenue limits, counties 

Table 39 
Master Plan fOr Special Education 

Revenue and Expenditure Components 

Expenditures 
Special education program 

Special day class 
Designated instruction and services 
Resources specialist program 
Aides 
EXtended year 

Local General Fund contribution Nonpublic schools 
Infants 

Special transportation 
Regionalized services/program specialist 

The Budget Act appropriation is mad~ based on (1) the level of reve
nues anticipated from federal funds, local property tax levies, and district 
and county revenue limits and (2) the projected requirements for the 
three funding components-special education, special transportation, and 
regionalized services and program specialists. A deficit in special educa
tion.funding occurs when the Budget Act appropriation is insufficient to 
meet the total allowable claims, or entitlement, of local service providers. 
Under these circumstances, districts and county offices receive a pro rata 
share of the amount claimed, based on funds available. 

If total· support for special education falls short of actual eJq?enditures 
incurred, local providers nevertheless are required to fund all program 
costs. Under these circumstances, additional funding must be provided 
from the district's general fund. This redirection of funds is commonly 
referred to as "encroachment." . 

Encroachment poses several problems for school districts .. First, school 
districts cannot be alerted to a shortfall in special education revenues until 
well into the school year, after they hav~ ~ade their e.~enditure co~t
mentsfor the year. Consequently, districts have little opportunity to 
reduce special education costs, and are forced instead to make reductions 
elsewhere. Second, the district's regular education program is adversely 
affected because funds that were buageted to meet other district priorities 
instead must be redirected to cover the special education deficit. And 
finally, funding shortfalls in special education strain interdistrict service 
agreements. 

An important feature of the Master Plan foT. Special Education is the 
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provision of services on a regional basis. Ideally, districts within the SELPA 
develop a plan that specifies the responsibilities of each member district, 
and services are provideJ according to the plan. Deficits tend to discour
age cooperation among districts, and instead cause each district to look out 
for its own fiscal welfare. In some cases, districts have withdrawn from the 
SELPA iIi the belief that they would be better off on their own should 
special education entitlements exceed the amount of funds available. 

• Compl~xity of Enb'tlement System. Since the adoption of SB le70 
(Ch 797/80), t~e vehicle providing for sta~ewide.implementation of the 
MPSE, the entitlement system has grown mcreasmgly complex. The sys
tem was amended first through SB 769 (Ch 1094/81), and then through 
SB 1345 (Ch 1201/82), in an attempt to reduce the continuing funding 
shortfalls by redUCing entitlements. In the process, however, these 
changes have also yielded an entitlement system which fewer and fewer 
people understand. . 

.' The State Department of Education's entitlement form for special edu
cation, referred to as the J~50, currently is 27 pages long. Staff fro~ SDE 
conduct workshops throughout 'the state in order to teach local special 
education directors and district business managers how to fill out the form 
correctly. Completion of each new set of forms often requires local offi
cials to refer to numerous documents, revise figures already submitted to 
SDE, and recompute ratios and growth rates based on new legislation. In 
some cases; difficulty encountered in filling out these forms has caused 
local officials to forego funding for some parts of their special education 
program. . ' 

• System is not Fiscally Neutral. Our analysis indicates that the cur
rent funding provisions encourage program expansion and, discourage 
program contraction. Under the current funding arrangement,if a school 
district adds a special education class, it receives additional state funding 
in an amount which exceeds the increase in instructional costs. Converse
ly, when classes are dropped, the districts lose more state funding than 
they save in costs if they reduce the size of their program. 

(For 1982-83, the Legislature imposed growth controls for special edu
cation to reduce the projected program deficit. These controls, adopted 
in SB 1345 (Ch 1201/82), restrict the number of state-funded special edu
cation classroom units to the number of units eligible for state funding in 
1981-82. The Governor's Budget proposes to ,continue these growth con
trols in 1983-84.) 

This effect of the entitlement system can be traced to two features: the 
system's support services ratio and the local general fund contribution. 

Special education providers receive reimbursement for support costs, 
for each additional classroom unit offered. This is because state aid for 
support costs is provided as a function of direct instructional costs in the 
form of a ratio. For example, a district may receive 50 cents in support for 
every dollar of direct instructional costs. This, translates into a support 
services ratio of .5. The problem lies in the fact that support costs do not 
increase in direct proportion to the increase indirect costs. The support 
services. ratio does not distinguish between fixed support costs, such as 
administrative salaries. and classroom maintenance, and variable support 
costs.' Consequently, a district receives reimbursement for support serv
ices which may exceed the actual costs incurred when an additional class
room unit is added. Conversely, a district loses both the support 
reimbursement and' the direct salary support when a classroom unit is 
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dropped. The result of this funding system is that districts find it financial
lyaavantageous to continue offering special education classes even when 
a declining pupil count warrants a·reductionin class offerings. 

The second feature of the Master Plan that encoUrages program expan
sion is the adjustment for a district's local general furidcontrib'ution 
(LGFC). The LGFC is treated as a revenue source under the funding 
model, but actually acts as an offset to a district's entitlement to state aid. 
A district'sLGFC is the amount provided in 197~ from the district's 
general fund to support the special education program. Chapter 797, Stat
utes of 1980 (SB 1870), requires that each district's entitlement. to state aid 
be reduced by the district's 1979-80 LGFC. 

The presumI?tion underlying this provision is that districts should main
tain some level of local support for . their special education ·p_rograms.· A 
problem arises, however, because the LGFC is set at a fixed dollar amount, 
rather than as a proportion of the district's total program entitlement In 
addition, the LGFC is not adjusted for inflation. As a consequence, the 
LGFC comprises a smaller proportion of the entitlement as the total 
program expands, but a larger proportion as the program contracts. Be
cause the school district's LGFC is invariant, the district does not share the 
marginal cost of program expansion. Instead, the state assumes the full 
cost. Conversely, the district reaps no cost savings for reducing the size of 
the program, since the LGFC is fixed at the 197~ level. 

Our analysis indicates that for a single district, the provision of state aid 
is elastic with respect to changes in the size of the program. In other 
words, a 1 percent increase in· the size of the program Will yield a greater 
than 1 percent increase in the district's entitlement to state aid, while a 
1 percent decrease in the program will yield a greater than 1 percent 
decrease in funding. This situation, coupled with the formulas governing . 
support. services reimbursement, result ina funding model that. encour
ages unwarranted program expansion and discourages program contrac
tion that is warranted. 

Criteria For A New Funding Model. Two proposals to restructure 
special education finance in California have ·been advanced in recent 
years. One has been developed bY' the Advisory Commission for Special 
Educa~on, .and th.e other by a task force assembled b>-:_the Superintendent 
of Public Instruction. These and other proposals are likely to come before 
the Legislature during the current legislative session. 

We believe that any new funding system for special education should 
satisfy the following five criteria. 

• Ease of Administration. 
• Fiscal Neutrality. 
• Gradual Funding Adjustments. 
• Eligibility Criteria. . 
•. State and Local Cost Sharing. 

Each of these criteria is discussed below. 
II Ease of Administrlltion. The primary purpose of a funding system is 

to allocate resources among various programmatic entities. For the Master 
Plan for Special Education, the funding model should distribute state, 
local, and federal revenues to school districts and· county offices that offer 
special education programs, or to those that are financially responsible for 
insuring that services. are provided. The distribution of funds should be 
accomplished with a minimum administrative bUrden, and yet provide for 
a reasonable level of state control~ . 
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The current system is inordinately complex, and has resulted in numer-
-ous errors in the calculation of entitlements to state funding. As a result, 
state -reimbursements may not be provided for some local expenditures 
that are eligible for state reimbursement, and in other cases may be pro
vided in excess of what is appropriate. Moreover, a complex system re
quires considerable staff time at both the district and state level to insure 
that funds are I>rovided properly. This redirects resources to administra
tion that otherwise could be made available for classroom instruction . 

• Fiscal Neutrality. Prior to the adoption of SB 1870 (Ch 797/80), 
schopl districts received funds for their special education program based 
on the humber of students ih the program. Specifically, districts received 
$2,296 .for each pupil. This funding system did hot recognize differences 
in the costs of providing various sevices to students with different types 
of handicaps, and, consequently, was not fiscally neutral. As a result, a 
district could receive more state funds than what was required to operate 
a program by identifying too many students for low cost services and too 
few students, for high cost services. Left unchanged, this system could 
h~ve resulteg in a higher cos~ system than co~d be j~stified, ret one that 
did-not prOVide neededsetVlces to some children WIth speCIal needs. 

]deaIly, the model should yield no financial rewards or penalties to 
districts choosing among the various educational- alternatives in making 
placem.ent- decisions. The decision to place a student in a particular pro
gram should be governed by an assessment of the pupil and the pupil's 
in<Uvidualizededucation program. Similarly, a district. should face no fi
nancial iJ:lcentives when choosing to expand or contract its overall special 
education_ program. _ 

_ -. Gradual Funding Adjustments. A change in the special education 
funding model will most likely result in a change in the amount of state 
funds received by most school districts. Some districts will receive more 
under the :hew system, while others will receive less. In order to promote 
a -s~oothtransition between funding models and minimize disruption of 
cment programs, funding adjustments should be made gradually. 

9radua1.funding adjustments will allow local special education provid
ers to plan for program expansion or contraction. Our field visits indicate 
that ab~pt chang~sin a district's state aid result in expenditure decisions 
that may lJe detrimental to the program. In addition, unanticipated fund
ingreductions have resulted in uncertainty about conjinued employment, 
which in turn was cited as a primary reason for low morale in some special 
educationptograms. Conversely, unanticipated revenues have prompted 
districts t()pllrchase expensive equipment fOr which there was no clearly 
identified need. -

In many cases, district officials, while acknowledging the problems with 
the current funding model, urged that no immediate changes be made. 
They stated that frequent and unanticipated changes in the fundingprovi
sions of special education hindered their ability to deliver an effective 
program. To these officials, a stable funding system, even a flawed one, is 
better than one in which funding levels are· not predictable. 

Consequently, implementation of a new funding model or revisions to 
the existing system should provide for gradual adjustments in a given 
district's entitlement to state aid. 
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• Eligibility Criteria. Any new spe6ialeducation funding model 
should include specific eligibility criteria to insure Uniform proVision of 
services and to regulate the number of students served. Without statewide 
eligibility criteria there is no way to determine the number of students 
that should be served and the level oEfunds needed to support the pro
gram. Total state funding requirements, in the absence of statewide crite
ria, are indirectly determined by the independent decisions of each school 
district to accept or denYJotential special education students. To gain 
greater control over speci education costs, statewide criteria should be 
adopted. 

Chapter 1247, Statutes of 1977 (AB 1250), required the State Board of 
~ducation to ?evelop andprc?mulgate, .by Janu~ry 1, 1979, criteria to iden
tify students ill need of specIal education servIces; In July 1979,. the SDE 
released a preliminary draft of eligibility criteria, but eventually withdrew 
it. In 1981, the Legislature once again adopted legislation .(Ch 1094/81) 
requiring the State Board of Education to provide specific criteria for the 
identification of students with exceptional needs. The deadline for action 
by the State Board of Education was March 1982. .. 

At the time this Analysis was prepared, statewide eligibility criteria for 
special education had been adopted by the board .. These criteria, however, 
were being reviewed by the Office of Administrative Law and had not 
been promulgated. Until these criteria are approved byOAL,the state is 
\Vithout statewide eligibility criteria for special education. 
. • State and Local Cost Sharing. The current funding model proVides 

for state and local cost sharing in the form of the Local General Fund 
Contribution (LGFC) . In 1981:82, the LGFC accounted fOr $167.4 million, 
or 14 percent of the $1,237.9 million spent pursuant to the Master Plan. 

Some.form of state and local cost sharing shoulci be. Iluiintainecl to en
courage local cost control. The cost sharing arrangement, however, shotild 
be set at a fixed proportion of the total program cost, rather than as a fixed 
dollar amount. By fixing the LGFC at a set dollar level the current funding 
system fully insulates districts from the additional costs resulting from 
program expansion, and shares none of the cost savings with them when 
tp.e program is reduced. ~onseque~tly,thesystem proVides a fiscal inqen
tive for program expanSIOn and afiscal.penalty f9r program contraction. 

If established as a fixed proportion of program costs, rather than as a 
fixed dollar amount, a cost sharing arrangement could eliminate the unin
tended fiscal incentives for program expansion arid disincentives· for pro-
gram contraction, and encourage local· cost control.. .. 

Another criticism of the LGFC as it is currently being implemented is 
that cost burdens are not distributed evenly across all districts. Our analy
sis indicates that in 1981-82, there were 118 districts with IlO LGFC and 
642 districts with contributions ranging from $Or20 to $312.64 per ADA. 
Among those districts that had an LGFC, the average contribution per 
p~pil· was. $44.05 .. In other words, 118 districts w~re no~ expecte~ to con
trIbute from theIr general fund to support . theIr specIal education pro
grams, while 642 districts were expected to contribute on average $44.05 
per pupil from their general fund to support their programs. . 
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. Cost-oE-Living Adjustment. The budget proposes a 3 percent cost-of

liv'.ng adjustment (COLA) for special education local assistance. This 
would be in lieu of the statutory COLA for special education program 
entit.lements and regionalized services/program specialists. Existing law 
calls for the COLA for these components of the.program to equal the 
inflation adjustment p:rovided to revenue limits of unified districts with 
greater than 1,500 ADA. The Governor's Budget proposes a 6 percent 
inflation adjustment for these revenue limits for 1983-84 . 

• Special Transportation . . The 1982 Budget Act and Ch 1201/82 (SB 
1345) provided $80.3 million for reimbursement of special transportati<;m 
claims in 1982-83. The budget proposes a 3. percent inflation adjustment 
to the funds made. available for special transportation claims in 1982-83; 
consequently, $82.7 million would be available for reimbursement of spe-
cial transportation costs in 1983-84. . 
. Under current law, no COLA is required for special transportation. 
l~~ead, school distric.ts and county offices are eligible to receive 80 per
;~~and 100 percent, respectively,. of approved transportation costs in the 

.... .' year. Approved transportation costs are expected to exceed the 
L ds available for 1982-83. (Chapter 1201, Statutes of 1982, however, 
":,!~xpressed legislative intent that any deficit in special transportation in 
.. 1982-83 not be funded.) Consequently, it is possible that the appropriation 

for the budget year will also be insufficient. SB 1345, however, placed 
restrictions. on the types of pupils who are eligible to receive special 
transportation services, and Will result in some cost savings. At the time 
this Analysis was prepared, however, no data was available on whether the 
cost savings from SB 1345 will be sufficient to reduce transportation enti
tlements to the 1983-84 appropriation . 

• Special D!lY Class Revenue Limit Contributions. The Master Plan 
treats as an offset to a district's special education state aid entitlement 
applicable federal funds, county property taxes, the district's local general 
fund contribution, and district and' county revenue limits for pupils in 
special day ,classes. The revenue limits for students in special day classes 
are deducted from the district's state aid entitlement because these pupils 
spend more than half of the school day in special education. For 1982-83, 
revenue limits for students in special day classes is expected to total $198.7 
million-$157.5 million from district revenue limits and $41.2 million from 
county revenue limits. The budget anticipates a similar contribution in 
1983-84. 

Cost;.of-Living Adjustment Overbudgeted 
We recommend that the cost-oE-jiving adjustment for special education 

local,assistance be reduced by$l~~OOObecause the budget fails to 
reflect the increase in funds that Wl11 result from the cost-oE-living adjust-

" mentthat the budget proposes for district and county office revenue 
limits. (Reduce Item 6100~226-001 by $l~~OOO.) 

The budget proposes that revenue limits for K-12 districts and county 
offices in 1983-84 be increased by6 percent and 3 percent, respectively. 
These COLAs are applied to the per pupil revenue limit for each ADA, 
regardless of how the ADA is classified-regular education or special edu
cation. As a result, the COLAs proposed in die 1983-84 budget will provide 
an additional $10,683,000 as an offset to special education entitlements 
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because the revenue limit contribution of students in special day classes 
will increase. The budget fails to reflect this offset. Consequently, state 
support for special education is overbudgeted, and should be reduced by 
$10,683,000. (This estimate assumes no change in special day class enroll
ments in 1983-84.) 

Potential 19~ Special Education Funding Shortfall The Depart
ment of Finance estimates that special education entitlements in 1983-84 
will exceed the amount proposed in the budget (excluding funds for a 
cost-of-living adjustment (COLA)) by $10.4 million. In order to fund spe
cial education entitlements in full, the department proposes to provide 
$36.2 million as a COLA for special education entitlements (Item 6100-226-
001), recognizing that only $25.9 million is needed to fund this COLA. 
Thus, it is Finance's intent that the amount overbudgeted for the COLA 
be applied to the estimated shortfall in the special education appropria
tion. 

This leaves the Legislature with three options: 
• Provide an additional $10.4 million in Item 6100-161-001 to fund spe

cial education local entitlements to the estimated level required. 
• Allow $10.4 million of the amount overbudgeted in Item 6100-226-001 

to cover the estimated shortfall for special education apportionments, 
and reduce this item by $300,000. 

• Delete $10.7 million in the COLA item and provide no additional 
funds for special education apportionments. 

At the time this analysis was prepared, no reliable data existed that 
could be used to pr. epare estimates of special education funding segments 
in 1983-84. The department's estimates were derived from data on 1981-
82 program requirements, and may not be accurate. A more accurate 
estimate of funding requirements will become available when school dis
tricts submit reports on their 1982-83 special education program to the 
Department of Education in February 1983. This data should allow the 
Department of Finance and SDE to provide a more reliable estimate of 
the total program requirements for 1983-84. 

Until a more reliable basis for projecting a shortfall in 1983-84 exists, we 
recommend that the proposed special education appropriation not be 
augmented. 

b. Clearinghouse Depository for Handicapped Students (In Item 6100-001-
001) 
We recommend approval. 
In 1963, the Legislature established the Clearinghouse Depository for 

Handicapped Students (CDHS). The CDHS acts as a central clearing
house for specialized textbooks, reference books, recorded material, and 
other aids and equ~ment for use by handicapped students. The CDHS 
identifies for school districts, nonpublic schools, and colleges sources of 
these materials for purchase or loan. In addition, the clearinghouse pro
duces recorded books to be loaned to schools, non public schools, and 
colleges through the state. 

Under current law, equipment and materials purchased by districts 
with state or federal funds are the property of the state. It is the responsi
bility of the CDHS to reassign these materials as the needs among the 
districts change. 
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Prior to 1982, no state funds had been appropriated to CDHS for the 

direct purchase of materials and equipment. Instead, state funding was 
provided for the operation of the clearinghouse only. CDHS, however, 
does receive federal funds for the purchase of materials and equipment 
for the visually handicapped through the Federal Quota Prog:-am of the 
American Printing· House for the Blind. The CDHS conducts annual 
counts of the visually handicapped students to determine the state's share 
of funds under t!le Federal Quota Program. 

In the 1982 Budget Act, $850,000 was provided to CDHS for the pur
chase of equipment and materials for the visually handicapped. To date, 
CDHS has received about 500 requests totaling approximately $3.0 million 
for the purchase of such equipment and materials. 

Transfer of Funds for Equipment Purchases. The Legislature, in the 
1982 Budget Act, transferred $850,000 from county offices of education to 
the Clearinghouse Depository for Handicapped Children. The. $850,000 
made available to CDHS was to be expended on the purchase of equip
ment for visually handicapped children. The 1983-84 budget does not 
propose to continue this transfer of funds. 

Our field visits do not indicate that there is a particular shortage of 
equipment for the visually handicapped. Furthermore, our analysis indi
cates that additional funding for equipment is riot justified because fund
ing for equipment purchases is provided through support services 
reimbursement in the MPSE. 

c. Unfunded Legislation-Chapter 1201, Statutes of 1982 (58 1345). 
The Governor's Budget identifies SB 1345 (Ch 1201/82)-the most re

cent special education reform measure-as unfunded legislation enacted 
in the 1981-82 session. The budget states that this measure carries an 
unknown cost, but requests no funding to cover these costs. 

Our analysis indicates that SB 1345 should yield cost savings to local 
special education providers because of some mandate reductions and a 
reduction in state entitlements of $11.7 million because of three formula 
changes. ConsegueI!-tly, we do not agree that SB 1345 should be character
ized as "unfunded" legislation. 

d. Federal Public Law 94-142 (Item 6100-161-890) 
In November 1975, Congress adopted the Education for All Hand

icapped Children Act (PL 94-142). This measure established the concept 
of "free appropriate public education", and required that all handicapped 
individuals age 3 to 21 years be served by September 1980. The Congress 
also appropriated federal funds to states and local education agencies to 
assist in the implementation of special education programs. 

The Governor's Budget estimates that California's PL 94-142 award for 
1983-84 will be $86.5 million-the same amount as in 1982-83. Of this 
amount, the department proposes to allocate $11.1 million for local assist
ance, $9.9 million for state discretionarYFrograms and $5.5 million for state 
administration. Under the provisions 0 Ch 797/80 (SB 1870), all federal 
PL 94-142 funds disbursed as local assistance are used as an offset against 
state special education costs. Funds received by districts through the state 
discretionary programs, however, do not offset state costs. Consequently, 
any reduction in the $71.1 million budgeted for local assistance would 
result in a deficit in special education funding for 1983-84. 

Two types of pre-Kindergarten programs are supported with Federal 
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Public Law 94-142 funds-one for infants under three years and one for 
children 3 years to 4 years 11 months. 

PL 94-142 requires the state to provide special education to students age 
3 to 21 years old. While each school district within the state is not required 
to actually offer a program for preschool children (age 3 to 4 years 11 
months), each district: must insure that such services are available to 
children requiring them. Provision of services to handicapped infants 
(under 3 years), however, is permissive under federal law. 

Prior to September 1981, California State law left to school districts the 
decision of whether to provide services to handicapped infants. Chapter 
1094, Statutes of 1981 (SB 769), however, requires all districts offering 
infant programs in 1980-81 to continue to offer them annually thereafter. 

Preschool Incentive Grant Program (3 years to 4 years 11 months). In 
December 1981, there were 17,328 handicapped children enrolled in 248 
preschool programs in 138 districts and county offices. statewide. Children 
in these programs receive instruction in speech development, motor coor
dination, feeding techniques, and other developmental/ educational inter
ventions. Some districts also offer education programs for parents to help 
them assess their child's progress and provide home instruction. 

Funding for preschool programs for handicapped children is provided 
through tlie Master Plan for Special Education and from federal Preschool 
Incentive Grants. Master Plan apportionments for preschool classroom 
units are distributed by formula with funds for the K-12 program, while 
funds provided by the federal Preschool Incentive Grant program are 
disbursed by competitive grants reviewed by the State Department of 
Education (SDE). Districts must submit a grant application to SDE along 
with a proposal outlining the use of these funds. SDE staff evaluate the 
proposals and award grants based upon the proposals. For 1982-83, the 
state will allocate approximately $2.0 million for preschool incentive 
grants. 

Infant Programs (under 3 years). The state currently servesapproxi
mately 2,200 handicapped infants in 67 school district and county office 
programs statewide. These children receive special education and related 
services through both home-based and center-based programs. 

Infant programs operated by districts or county offices are not available 
statewide. Under current law, school districts that operated a program in 
1980-81 are required to continue operating, the program each year there
after, unless the program is tranferred to another entity. School districts 
that did not offer an infant program in 1980-81 are not required to estab
lish one or to insure that services are available to district residents. A 
district may, however, establish a program at its own discretion. Parents 
of handicapped infants living in districts without an infant program usu
ally are referred for services to other districts or to regional centers oper-
ated by the Department of Developmental Services. . 

School districts receive both state and federal funds to support their 
infant programs. State funds are received through the Master Plan for 
Special Education, while federal funds are provided through. the state 
discretionary programs component of the PL 94-142 grant. These funds, 
unlike PL 94-142 funds provided as local assistance, are awarded on a 
competitive grant basis. Approximately $2.1 million is available for alloca
.tion for these programs in 1982-83. 

45--76610 
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Allocation of Federal Funds 
We recommend that the Legislature adopt supplemental language di

recting the Department of Education to allocate Preschool Incentive 
Grants and federal PL 94-142 funds for infant programs on a per capita 
basis according to the number of children enrolled in each program in the 
prior year. We further recommend that one special education consultant 
position responsible for grant reviews be deleted and the $71~OOO in federal 
funds budgeted to support the position be redirected to local assistance~ 
because a consultant will not be needed to review grant applications. 
(Reduce Item 6100-001-890 by $71~OOO and increase Item 6100-161-890 by 
$71~OOO.) 

In 1982--83~ California will receive approximately $2.0 million in federal 
furids for the Preschool Incentive Grant program, and will set aside $2.1 
million in PL 94-142 funds for infant programs. SDE staff will review 
approximately 130 grant applications and make approximately 120 awards 
for the two programs. Grant awards for preschool programs are based on 
(1) the degree to which the program encourages mainstreaming of hand
icapped preschoolers, (2) the presence of interagep.cy agreements with 
other service providers, and (3) the unmet need in the district. In evaluat
ing infant program grant applications, SDE staff look for (1) parent educa
tion programs and (2) home-based programS. 

Our analysis indicates that awarding funds on a competitive grant basis 
is unnecessary and inefficient. Both state and federal law, require that all 
Ghildren age 3 years to 4 years 11 months be served. Consequently, there 
is no reason to award funds for such services through a competitive pro
cess. Currently, most grant recipients receive at least 90 percent of their 
prior year award if they apply for funds. 

Similarly, most districts tliat apply for PL 94-142 infant funds are man
dated by SB 769 to operate an infant program . 
. In addition, awardfug funds on a competitive grant basis requires con

siderable staff time and paperwork at both the district and state level. 
District staff must spend time developing proposals. SDE staff must, in 
turn, be assigned to evaluate these proposals. In both cases, funds that 
could be used to finance services to children must be used for administra
tion. Because most preschool and infant programs are ongoing, this should 
not be necessary. 

In addition, school district officials have indicated that provision of funds 
on a competitive grant basis makes budgeting for the upcoming year more 
difficult. Because grant awards may be less than the amount budgeted, 
business managers must adjust district spending accordingly. In some 
cases notice of the grant award may arrive so late as to make budget 
adjustments difficult. Provision of preschool funds based on the prior-year 
count of children in the program would minimize the funding uncertainty 
districts currently face. 

Because (1) bothfederal and state law mandate the provision of special 
education services to preschool children and infants living in specified 
districts, (2) most infant and preschool programs are ongoing and do not 
change significantly from year to year, (3) the development of grant 
proposals at the district level and the evaluation of these proposals by SD E 
staff require considerable staff time and paperwork thereby diverting 
funds away from services to children, and (4) the provision of funds on a 
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competitive grant basis makes budgeting more difficult, we recommend 
that the following supplemental language be adopted to replace the com
petitive grant process with a per-capita allocation system: 

"The Department of Education shall allocate Preschool Incentive 
Grants and federal PL 94-142 funds for infant programs to school dis
tricts on a per capita basis, according to the number of children enrolled 
in each program in the prior year." 
State Administration. Two professional positions are authorized to 

evaluate the grant proposals and provide technical assistance to school 
districts operating preschool or infant programs. These positions are sup
ported with federal funds. . 

Consistent with our recoinmendation to replace the competitive grant 
allocation process, we recommend that one special education consultant 
:Qosition be deleted in recognition of the reduced workload associated with 
the per capita distribution of federal funds. We further recommend that 
the $71,000 in salary and benefit savings be made available for local assist
ance in the preschool and infant programs. 

Special Education Resource Network (SERN) 
We recommend that the Legislature adopt supplemental language di

recting the Department of Education to report by December 1, 1983, to 
~e legislative budget committees on the feasibility and potential cost 
savings of consolidating the Special Education Resource Network (SERN) 
with the existing Teachers' Education and Computer (TEC) centers. 

Federal Law PL 94-142 requires each state to maintain a comprehensive 
system of personnel development. This law requires (1) the provision of 
in-service training to both general and special education personnel, (2) an 
annual needs assessment and evaluation, and (3) the provision of technical 
assistance to local education agencies. In California, this mandate is met 
through the Special Education Resource Network (SERN). 

The SERN is organized into nine regional training units that provide 
in~service training and personnel development programs to school dis
tricts. These programs are designed to meet the individual needs of each 
district, and are offered at no charge. In addition, SERN maintains five 
specialized service groups which offer in-depth training resources for (1) 
the severely handicapped, (2) parents, (3) iIifants and preschool children, 
(4) assessments, and (5) resource development and dissemination. In 
1982-83, SERN is budgeted to receive approximately $3.6 million in fed
eral funds and $350,000 in General Fund support. Support for SERN in 
1983-84 is expected to be maintained at the 1982-83 level. 

The state also funds Teacher Education and Computer (TEC) centers 
which provide in-service training and assistance to school districts. As 
discussed previously, there are 15 TEGcenters which offer staff develop
ment services on a regional basis. Although these services emphasize train
ing in the areas of mathematics, science, and computer education, each 
TEC center is required to administer grants for general staff development 
under the School Personnel and Staff Development program, and conduct 
a staff development needs assessment in its region. The TEC centers are 
budgeted to receive $6.3 million in General Fund support through the 
proposed State Educational Block Grant in 1983-84. 

Because both SERN and TEC centers are responsible for (1) providing 
staff development and in-service training to school districts and (2) con
duct needs assessments on a regional basis, we recommend that the SDE 
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explore the feasibility and potential cost savings of consolidating the two 
I>rograms. Though SERN is designed specifically for those working with 
the handicapped, and TEC centers emphasize mathematics, science, and 
computer education, both provide programs for personnel development. 
Teachers and administrators will most likely take advantage of both pro
grams over the course of their careers, and a consolidation of these centers 
may result in significant economies for both school district and SDE staff. 

To implement this recommendation the Legislature should adopt the 
following supplemental language: 

"The Department of Education shall submit a report by December 1, 
1983 to the legislative budget committees. The report shall explore 
feasibility and potential cost savings of consolidating the Special Educa
tion Resource Network with the Teacher Education Computer cen
ters." 
We note that the budget proposes to fund TEC centers through a State 

Educational Block Grant. The administration, however, has not specified 
how these funds will be allocated to the districts, nor has it specified how 
TEC centers are to be funded by the districts. If the TEC center network 
is altered significantly as a result of block· grant funding, consolidation of 
SERN and TEC centers may not be feasible. . 

State Special Schools (Item 6100-006-001) 
The state operates six special schools for handicapped children. These 

schools offer both residential and nonresidential programs for students 
who are deaf, blind, neurologically handicapped, and multihandicapped. 
Only those students who cannot receive an appropriate education in their 
district of residence are eligible for admission to a special school. In 1983-
84, these schools will serve approximately 1,080 students who are deaf and 
120 students who are·blind. In addition, approximately 390 students with 
neurological handicaps will receive diagnostic assessment services. 

Table 40 displays the enrollment and cost per full-time equivalent 
(FTE) for the two schools for the deaf and the school for the blind. 

Table 40 
Enrollment and Cost Per Student 

In Special Schools' 

Actual Estimated Proposed 
.1981-82 1982-83 1983-84 

FTE Cost FTE Cost FTE Cost 
&roU- Per &roU- Per &roU- Per 
ment Student ment Student ment Student 

School for the Blind, Fremont .............. 112 . $28,000 110 $30,000 120 $29,000 
School for the Deaf, Fremont................ 567 17,000 569 17,000 560 19,000 
School for the Deaf, Riverside.............. 523 18,000 525 19,000 520 20,000 

The budget proposes an appropriation of $35,445,000 for the state special 
schools (see Table 36 in 1983-84). This is an increase of $1,502,000 (4.4 
percent) above the current~year level. The significant changes reflected 
in this increase are: (1) a $764,000 increase to restore funding for the 
employer's contributions to PERS on behalf of special school employees, 
(2) a $232,000 increase for required employee compensation benefits, (3) 
a $231,000 increase for merit salary adjustments, and (4) a $228,000 in
crease to offset the effects of inflation on the amount budgeted for operat-
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ing expenses and equipment. Our review indicates that these increases are 
justified: 

Diagnostic Schools for the Neurologically Handicapped. 
The state operates three diagnostic schools for the neurologically hand

icapped. These schools are located in San Francisco, Fresno, and Los 
Angeles, and serve the northern, central, and southern regions of the state, 
respectively. The diagnostic schools are responsible for providing assess
ment services to school districts and county offices of education for stu
dents who cannot be properly assessed at the local level. In general, these 
students have multiple handicaps and some form of neurological disorder. 
Local efforts to properly assess the student must be exhausted before a 
referral to a diagnostic school can be made. 

Once approved for an assessment, the student, along with the parent or 
3uardian, is scheduled for a five-day visit to the school. There is no fee for 
the assessment, and the I>arent and child are housed free-of-charge in a 
dorI?itory f~cility at the ~chool. The assessment usually. inc~udes a physical, 
audio and VISUal perception tests, tests for motor coordination, and psycho
logical profile, and other neurological tests. Parents are required to ob
serve the testing process, and are informed of the test results. 

At the conclusion of the five day assessment, the team of professionals 
meets and prepares a detailed "work-up" on the student. This work-up 
includes all of the significant findings of the team, and offers recommenda
tions and program options for the district special education staff. 

In approximately one-third of the cases, the diagnostic school staff has 
found that the five-day assessment did not provide sufficient information 
from which to draw reliable conclusions. Under these circumstances, the 
staff may recommend to the parents and the school district that the stu
dent be assigned to the diagnosti..:: school for an extended assessment. 
Extended assessments include an academic program as well as additional 
tests, and students are required to remain in residence. The extended 
assessment usually lasts between three months and one year. 

Cost Review Needed 
We recommend that the Legislature adopt supplemental language di

recting the Department of Education to submit a report to the legislative 
budget committees by December 111 198~ on the feasibility of contracting 
for assessment services for students with neurological disorders. 

Our review indicates that between 1978-79 and 1981-82, 1,526 students 
received a five-day assessment from one of the three diagnostic schools. 
Of these students, 502 were enrolled for extended assessments. The 
Budget Act appropriations for the schools over this period totaled $20,472,-
111. Assuming that the costs incurred for those students who underwent 
extended assessments is comparable to the cost of residential placements 
at the two schools for the deaf, we estimate that the state has spent $8,300 
for each five-day assessment over the four-year period, excluding extend-
ed assessment residential costs. . 

Although this cost is significant, SDE has not evaluated whether other 
diagnostic institutions such as private hospitals or medical centers and 
clinics could provide comparable diagnostic services at less cost. For this 
reason, we recommend that the Legislature direct SDE to prepare a 
report by December 1, 1983, which explores the feasibility of securing 
comparable assessment services from public and private hospitals, medical 
centers and clinics, and other diagnostic institutions. The report should 
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address (1) the availability of such services on a statewide basis, (2) the 
cost of comparable services, and (3) the cost of comparable services which 
include residential care. To implement this recommendation, we suggest 
that the Legislature adopt the following supplemental language: 

"The Department of Education shall submit a report by December 1, 
1983, to the legislative budget committees which explores the feasibility 
of securing assessment services, comparable to those provided by the 
diagnostic schools, from public and private hospitals, medical centers 
and clinics, and other diagnostic institutions. The report shall address 
(1) the availability of such services on a statewide basis, (2) the per
pupil cost of comparable services, and (3) the cost of comparable serv-
ices which include residential care." . 

5. Child Care, Child Nutrition, and Surplus Property 
The child care, child nutrition; and surplus property programs comprise 

the Department of Education's Division of Cliild Development and Nutri
tion Services. Table 41 shows the expenditures and funding for these 
programs. 

Table 41 
Child Care. Child Nutrition. and Surplus· Property 

Expenditures and Funding 
(in thousands) 

Actual Estimated Proposed Change 
1981-82 1!J82-83 191J3....84 Amount Percent 

State Operations: 
Child Care .............................................. $5,296 $4,726 $4,943 $217 4.6% 
Child Nutrition ...................................... 5,497 6,488 6,700 215 3.3 
Surplus property .................................. 11,459" 25,225 26,363 1,138 4.5 

Subtotals .............................................. $22,252" $36,439 $38,009 $1,570 4.3% 
Local Assistance: 

Child Care .............................................. $250,731 $251,013 $257,049 $6,006 2.4% 
Child Nutrition ...................................... 321,085 322,766 323,549 783 .2 --

Subtotals .............................................. $571,816 $573;779 $580,598 $6,819 1.2% 
Totals ................................................ ;. $594,068 $610,218 $618,607 $8,389 1.4% 

General Fund ........... ; ................................ $279,132 $280,690 $288,334 $7,644 2.7% 
Federal Funds .......................................... 302,552 300,742 300,910 168 
Surplus Property Revolving Fund ...... 11,417 25,200 26,337 1,137 4.5 
Reimbursements ...................................... 593 25 26 ) 4.0 
Special AccouIit for Capital Outlay .... 374 561 -561 -100.0 

"Includes $937,000 which was shown as local assistance in 1981-82. 

a. Surplus Property (Item 6100-001-680) 
The state's surplus property program processes and distributes federally 

donated hardware and food commodities to eligible California public and 
private nonprofit agencies. The budget estimates that. the fair market 
value of distributed hardware and food commodities will be approximate
ly $100 million in 1983-84. This program is entirely self-supporting, be
cause processing and handling charges are assessed tp local agencies which 
receive the surplus properties. . 

For 1983-84, the budget proposes aggregate expenditures of $26,363,000 
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under the surplus property program-an increase of $1,138,000, or 4.5 
percent, above estimated 1982-83 expenditures. This increase will grow by 
the amount of any salary or benefit increase approved for the budget year. 
Table 42 shows the Office of Surplus Property's expenditures and funding 
for the past, current, and budget years. 

Table 42 

Office of Surplus Property 
Budget Summary 

(dollars in thousands) 

State Operations ........................................ .. 
Local Assistance ......................................... . 

Totals ..................................................... . 
Surplus Property Revolving Fund ......... . 
lJeimbursements ......................................... . 
Federal Trust Fund ......... , ......................... . 
Person·years ................................................. . 

Inaccurate Budget Display 

Actual Estimated 
1981-82 1982-83 
$10,522 $25,225 

937 
$11,459 
$11,417 

19 
23 

141 

$25,225 
$25,200 

25 

164.5 

Proposed 
198.').,84 

$26,363 

$26,363 
$26,337 

26 

164.5 

Change 
Amount Percent 

$1,138 4.5% 

$1,138 4.5% 
$1,137 4.5% 

1 4.0 

We recommend that the Department of Finance submit prior to the 
budget hearings~ a more accurate budget request for the Office of Surplus 
Property (OSP). 

The Governor's Budget requests an appropriation of $26,363,000 to sup
port the operations of OSP in 1983-84. Table 43, however, shows that while 
the Legislature has, on average, appropriated $29.5 million for support of 
OSP's operations for the past thrc) fiscal years, OSP has only expended 
$12.3 million (42 percent) of the amount appropriated. 

Table 43 

Comparison of Amount Appropriated to Amount Spent 
Surplus Property Revolving Fund 

Office of Surplus Property 
1979-80 to 1981-82 

(in thousands) 

Adjusted budget authorization a ......................... . 

Actual expenditures .............................................. .. 
Expenditure percent of budget authorization .. 

Actual 
1979-80 
$29,361 
15,076 

51% 

Actual 
1980-81 
$34,404 
10,535 

31% 

Actual 
1981-82 
$24,732 
11,417 

46% 

Three-Year 
Average 

$29,499 
12,343 

42% 

a Includes budget authorization provided in separate appropriations for employee compensation and for 
price increases, and includes legislatively mandated travel expenditure reductions. 

The department indicates that the expenditure shortfall oc~urs because 
revenues and expenditures are purposely overbudgeted to reflect the 
maximum revenue and expenditure level which OSP could possibly real
ize during a given fiscal year. 

Because the budget year expenditure request of $26.0 million represents 
214 percent of the average actual expenditures for OSP during the past 
three years, we conclude that the proposed appropriation for OSP is again 
significantly overbudgeted. Therefore, the budget display has little, if any, 
informational value to the Legislature for the budgetary process. 
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Accordingly we recommend that the Department of Finance submit 
prior to the budget hearings, a more accurate budget request for the 
Office of Surplus Property. 

Excess Reserves 
We recommend that the Legislature adopt supplemental language di

recting that $3.9 million of excess reserves in the Surplus Property Revolv
ing Fund be refunded to recipient agencies through lower service and 
handling charges. 

The budget indicates that OSP's actual 1981-82 expenditures from the 
Surplus Property Revolving Fund were $11.4 million during the past fiscal 
year: The State Controller indicates that this fund had an ending cash 
balance of approximately $10.0 million as of June 30, 1982. Consequently, 
at the end of 1981-82, OSP had a reserve almost equal to its annual operat
ing costs. 

There are valid reasons for OSP to maintain a reserve-the United 
States Department of Agriculture requires an operating reserve equal to 
six months' revenues for its commodities program ($4.7 million) ,and 
reserves are needed to fund various capital outlay projects such as the 
Sacramento and Fullerton warehouse remodeling projects (approximate
ly $1.4 million). These requirements, however, do not justify the $10.0 
rirlllion ending cash balance in this fund. We, therefore, conclude that local 
agencies should have refunded to them $3.9 million in excess service and 
handling charges, so as to bring reserves down to a more reasonable level. 
To accomplish this, we recommend that the Legislature adopt the follow
ing supplemental language directing the department to reduce service 
and· handling charges to recipient agencies by $3.9 million during the 
budget year: 

"The Office of Surplus Property shall reduce its service and handling 
charges during 1983-84 such that $3.9 million of excess reserves in the 
Surplus Property Revolving Fund are refunded to recipient agencies of 
surplus commodities and personal property." 

Fullerton Warehouse 
We recommend that the Department of Education submit the Southern 

California warehouse remodeling project to the Legislature for funding 
consideration in the 1983-84 budget. 

The Department of Education indicates that it is curently proceeding 
with a plan to lease and remodel· new warehouse space in Fullerton, in 
order to provide 60,000 square feet of cool storage. The estimated cost of 
the remodeling, which is being undertaken in response to a report of the 
State Logistics and Material Management Unit (SLAMM) of the Depar
ment of General Services, is $682,000. 

A facility has already been selected for lease as of this writing, and the 
Office of Surplus Property hopes to occupy it by May 1, 1983. The depart
mentindicates that. a proposal will be submitted to the Department of 
Finance, in accordance with Section 28 of the Budget Act, requesting 
authorization to expend $682,000 from the Surplus Property Revolving 
Fund for the proposed remodeling. 

Section 28 of the 1982 Budget Act, which allows the Director of Finance 
to approve expenditures for new programs not identified in the Gover
nor's Budget, essentially was enacted to provide flexibility to the executive 
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branch to expend funds when the Legislature was not in session-subject 
to prior notification to the fiscal committees and the Joint Legislative 
Budget Conunittee. This project, however, would not seem to be of the 
type conteInplated by Section 28. The project has no special urgency, and 
would seeIn to warrant legislative review of the type generally given to 
capital outlay projects. 

For this reason, we recommend that this project be submitted to the 
Legislature for approval through the normal budgetary process, rather 
than. through the Section 28 process. 

Sacramento Warehouse 
We recoDlmend that the proposed appropriation for the Office of Sur

plus Property be reduced by $2~700 to reflect cost savings resulting from 
the conversion of existing warehouse space to cool storage. (Reduce Item 
61f»OOl-680 by $264~700). 

On July 20, 1982, the Department of Education requested that the De
partment of Finance, through the Section 28 process, approve the expend
iture of $605,000 from the Surplus Property Revolving Fund to (1) convert 
40,000 square feet of warehouse space at the Sacramento textbook facility 
to cool storage, and (2) construct a railroad spur to that facility. The Office 
of Surplus Property (OSP) estimated the construction of this project 
would (1) reduce storage costs substflntially, (2) eliminate the cost of 
transporting commodities from a railroad spur to the textbook warehouse, 
and (3) eliIninate the costs associated with the unloading of railroad cars 
and trucks at commercial cool storage facilities. 

The Director approved that application because of the significant oper~ 
ating cost savings which would accrue to the program as a result of these 
mo(}i;fications. These savings originally were estimated at $335,000, and 
have since been revised to $353,000 per year. The budget, however, does 
not reflect any savings from this project in the OSP budget. 

The State Architect has indicated that this project will be completed by 
September 1983. Consequently, nine months worth of savings should be 
realized in the budget year. Accordingly, we recommend that the 
proposed appropriation for the Office of Surplus Property be reduced by 
$264,700, to reflect the anticipated savings from the conversion of existing 
warehouse space to cool· storage. 

SLAMM Report 
We recolnmend that the Department of Education report prior to the 

budget hearings~ the estimated net savings which will result from its im
plementation of each of the recommendations in a recent SLAMM report 
prepared per legislative directive. 

The Department of Finance (DO F), in its August 1981 review of the 
Surplus Conunodity program, recommended that the Office of Surplus 
Property (aSP) obtain the assistan.ce of the Department of General Serv
ices' State Logistics and Material Management Unit (SLAMM) to review 
its inventory control system, and to analyze the cost-effectiveness of ob
taining additional warehouse locations closer to population centers. The 
DOF report indicated that these measures could result in cost savings to 
the program, which in turn would result in lower service and handling 
charges to local agencies which purchase the surplus property. 

Recognizing the possibility that savings could result from this review, 
the Legislature adopted language in the Supplemental Report to the 1982 
Budget Act- directing the Department of Education to submit a report 
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indicating the actions it plans to take in response to the recommendations 
made by the SLAMM unit, and the estimated costs and savings which 
would result from the implementation of each recommendation. 

The SLAMM report was completed July 1982, and the department's 
response was completed November 1982. The department'~ response, 
however, contains estimates of the dollar savings associated with only two 
of the 10 recommendations contained in the report. Two of the remaining 
recommendations are expected to result in improved management of 
hardware inventory and in recovery of delivery costs. No savings estimate, 
however, has been formulated for the other six recommendations. 

For example, one recommendation stated that OSP should attempt to 
have state trucks return loaded after delivering surplus food commodity 
merchandise. The OSP indicated that in order to implement the recom
mendation, an agreement was reached with the United States Depart~ 
ment of Agriculture (USDA) in November 1982, whereby OSPtrucks 
would transport some federally donated food commodities on their return 
trips. In return, USDA would grant OSP transportation credits which. 
would result in savings to the state.· . 

This agreement is already being implemented. The OSP, however, 
maintains that the amount of savings will not be known until July 1, 1983. 
It would seem that the OSP should have some estimate of the savings to 
be realized. Otherwise, it is not clear why OSP implemented this recom
mendation. Similarly, OSP should be able to provide some estimate of the 
savings which will result from the implementation of each of the other 
SLAMM report recommendations, especially since steps have already 
been taken to establish some of them in order to obtain future savings. 

Accordingly, we conclude that the department's response to the 
SLAMM report does not fully comply with tlie Legislature's directive. We 
therefore recommend that prior to the budget hearings the department 
provide the fiscal committees with an estimate of the net savings which 
will result from implementing each of the recommendations made in the 
SLAMM report. 

Shipping Rates 
We recommend that the budget for tbe Office of Surplus Property 

(OSP) be reduced by $13~52~ to reflect anticipated savings in commercial 
shipping costs associated with the states exemption from minimum Public 
Utilities Commission mandated shipping rates. (Reduce Item 6100-001-680 
by $13~523) . 
. The SLAMM report also recommended that the office take advantage 

of the Public Utilities Commission's (PUC) statement that commercial 
carriers may charge the State of California shipping rates less than the 
mandated minimum rate established by the PUC. The report further 
recommended that OSP negotiate with commercial carriers to obtain 
these favorable rates, and estimated that OSP could save as much as 10 
percent ($137,523) of its private shipping costs annually. 

OSP indicates that the implementation and operational costs associated 
with this recommendatio.p. are negligible; and that the recommendation 
~as iihplemented inJuly 1982 f?r ~ommercial carrie~s used ~itsdistribu
bon system .. The office further mdicates that the savmgsestimated.by the 
SLAMM unit-1O percent of coriunercial carrier costs-appear to be valid . 
. These savings, however, have not been reflected in OSP's. baseline 
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budget for 1983-84. Therefore, we recommend that the proposed appro
priation for OSP be reduced by $137,523 to reflect the anticipated savings 
in commercial shipping costs expected in the budget year. 

Data Processing 
We recommend that prior to the budget hearings~ the Department of 

Education report the estimated personnel savings which will result from 
the impleOlentation of a new data processing system in the Division of 
Child Development and Nutrition Services. 

The Division of Child Development and Nutrition Services-which in
cludes the Office of Surplus Property (OSP) , the Office of Child Develop
ment (OeD), and the Office of Child Nutrition Services (OCNS), is 
continuing to automate many of its manual procedures through the devel
opment and implementation of new data processing systems, which in
clude the Program Management Information System (PROMIS), the 
Compliance Assessment, Imfrovement and Monitoring Information Sys
tem (AIMS), and elements 0 the California State Accounting and Report
ing System (CALSTARS). 

This data processing project was implemented because the three offices 
within the division deal with many of the same local agencies, and use 
similar techniques and tools to ensure compliance with the same or closely 
related regulations. 

Based on the original feasibility study report for the PROMIS system, we 
calculated that to reflect the reduced personnel needs of the office as a 
result of the new data processing system, 9.5 positions within the Office 
of Surplus Property could be deleted for a $282,300 savings to the Surplus 
Property Revolving Fund. 

The PROM IS system was later redesigned to reflect the emergence of 
the CALST ARS accounting system and the AIMS system (which provided 
most of the capabilities of the original PROMIS system at a reduced devel
opment cost). Consequently, in light of the operational delays resulting 
from the redesign, the Legislature adopted supplemental language direct
ing the Department of Finance, the Legislative Analyst's Office, and the 
State Department of Education to review the staffing of the Office of 
Surplus Property to determine if the number of authorized personnel
years identified in the original feasibility study should be reduced as a 
result of implementing the redesigned data processing system. 

The latest quarterly progress report for the PROMIS system indicates 
that implementation of that system in the OSP should be complete by July 
31,1983. Furthermore, the Feasibility Study Report for the AIMS system 
indicates that it should have been operational by August 1982. Due to 
unantich?ated delays, however, and the equipment procurement freeze 
imposed by the previous administration, the completion date for the AIMS 
systems has been slipped to January 31,1983. Because a revised feasibility 
study report has not been prepared to reflect the redesigned integrated 
data processing system, it is not possible for our office or the Department 
of Finance to conduct the specified review of OSP staffing for possible cost 
savings. 

The cost of compliance procedures within OSP, OCD, and OCNS are 
estimated to be $4 million annually, and we therefore believe that signifi
cant cost savings above those necessary to pay for the operating costs of 
the new data processing system are possible within all three offices, rather 
than just within OSP. Consequently, we recommend that the Department 
of Education report prior to the budget hearings, the estimated personnel 
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savings which will result from the implementation of the new data proc
essing system for the entire Child Development and Nutrition Services 
Division, and that the savings be identified separately for the Office of 
Surplus Property, the Office of Child Development, and the Office of 
Child Nutrition Services. , 

b.Chiid Care Programs (Items 6100-196-001 and 6100-196-890). 
The Child Care Program's major goals are to (1) provide a comprehen

sive, coordinated, and cost-effective s},stem of child care and development 
services, (2) enhance the educational performance and.cognitive devel
opment of participating children, (3) assist families in becoming self
sufficient by enabling parents to work or receive employment training, 
and (4) provide families with a full range of child care and development 
services in the areas of education, supervision, health, nutrition, social 
services, parent participation, and parent education. 

Funding. Table 44 summarizes state and federal funding for child care 
services in the prior, current, and budget years. 

Table 44 
Child Care Services 

Expenditures and Funding 
(in thousands) 

Actual Estimated 
1981-82 1982-83 

Local Assistance: 
Center Program-Public .................. $120,130 $124,428 
Center Program-Private ................ 39,002 36,582 
Center Program-Title 22" ............ 8,709 8,472 
Family Child Care Homes" .......... 5,629 5,175 
County Child Care Services .......... 5,974 ,5,571 
Campus Children's Centers .......... 5,205 5,224 
High School Age Parenting .......... 4,166 4,171 
Migrant Day Care ............................ 7,409 7,613 
Special Allowance for Rent .......... 363 366 
Special Allowance for Hand-

icapped ...................................... 587 614 
Alternative Payment Program" .... 13,816 13,647 
Resource & Referral" .................... 4,752 4,822 
Campus Child Care Tax Bailout .. 3,477 3,477 
Indochinese Refugee Assistance .. 493 
Children With Special Needs ...... 603 
Child Care Capital Outlay 

(carryover) ................................ 352 510 ---
Subtotals ........................................ $220,667 $220,672 

State Operations .................................. $4,749 $4,268 

Totals .............................................. $225,416 $224,940 
General Fund. ....................................... $222,751 $222,422 
Federal Funds b 

.................................... 2,291 1,957 
Other Funds .......................................... 374 561 

" Formerly included under Alternative Child Care Programs. 
b Includes reimbursements. 
c Includes $1,957 of federal funds and $5,827 of state funds. 

Proposed 
1983-84 

$128,161 
37,679 
8,726 
5,330 
5,738 
5,381 
4,296 
7,784 c 

377 

632 
14,056 
4,967 
3,581 

$226,708 
$4,457 

$231,165 
$229,208 

1,957 

Change 
Amount Percent 

$3,733 3.0% 
1,097 3.0 

254 3.0 
155 3.0 
167 3.0 
157 3.0 
125 3.0 
171 2.2 

11 .3.0 

18 3.0 
409 3.0. 
145 3.0 
104 3.0 

-510 -100.0 --
$6,036 2.7% 

$189 4.4% 

$6,225 2.8% 
$6,786 3.1% 

-561 -100.0 

The budget proposes a funding level of $226,708,000 for child care local 
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assistance-an increase of $6,036,000 over estimated current-year expendi
tures-and $4,457,000 for state operations (an increase of $189,000) in 
1983-84. The increases primarily reflect: 

• An increase of $6.5 million (3 percent) in the form of a cost-of-living 
adjustment to offset the effects of inflation on local assistance pay
ments. 

• A decrease of $.5 million in one-time capital outlay funds carried over 
into the current year which will not be available in 1983-84. 

As shown in Chart 4, the level oflocal assistance proposed in the budget 
is 231 percent above the 1974-75 expenditure level. This reflects an aver
age yearly compounded rate of increase in child care funding equal to 14 
percent. 

Chart 4 
Child Care Local Assistance 
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Participation. Table 45 summarizes the scope of SDE child care serv
ices for 1982-83. The table shows that 597 agencies will provide service to 
an estimated 142,947 children in the current year. 

Cashflow System Improvements. A survey oflocal child care providers 
during 1981-82 by the Advisory Committee on Child Development Pro
grams indicated that 31 percent of the respondents noted that their July 
and August apportionments were either late or inadequate. Many of them 
claimed that payments for July and August were received three or more 
months behind schedule. 



1412 / K-12 EDUCATION Item 6100 

DEPARTMENT OF EDUCATION-Continued 
Table 45 

Child Development Services 
Estimated Number of Agencies, Sites, and Children 

1982-83 

Programs Agencies Sites ChUdren 
Center Program-Public ...................................................... III 508 69,889 
Center Program-Private...................................................... 192 283 24,955 
Center Program-Title 22 .. ;................................................. 69 85 6,172 
Family Child Care Homes.................................................. 33 4 3,325 
County Child Care Services .............................................. 34 1 10,917 
Campus Children's Centers .............................................. 50 75 6,492 
High School Age Parenting................................................ 49 65 2,222 
Migrant Day Care ................................................................ 22 50 7,482 
Alternative Payment Program .......................................... 37 11,493 

Totals................................................................................ 597 1,071 142,947 

Agencies which were not affiliated with school districts or some other 
large organization indicated that late payments had serious consequences 
for their programs because they could not borrow from a parent agency 
to pay their bills until the July and August local assistant payments were 
received. Department staff indicated that a new data processing system 
and a new procedure for processing local assistance. agreements would 
significantly mitigate the July/August payment cashflow problem ex
perienced by many providers. 

An informal survey of child care providers conducted by our office 
indicates that agencies received their July local assistance payment on 
time this year. Migrant child care agencies, however, continue to report 
instances of receiving their August payment in October (two months 
later) which results in major cash flow problems to these agencies. 

Inadequate Response to Supplemental Language on Consortia and Em
ployer Sppnsored Child Care. The Legislature included language in the 
Supplemental Report on the 1982 Budget Act pertaining to consortia, 
budget revisions, employer sponsored child care, and the child care fee 
schedule. The Department of Education (SDE) has complied with the 
language regarding the budget revisions and the fee schedule. In our 
judgment, however, it has not complied adequately with the language 
regarding consortia and employer-sponsored child care. 

• Consortia. The Legislature adopted supplemental language which 
directed the Department of Education to plan and establish consortia 
activities throughout the state. These activities were required to involve 
all child care providers under contract with the SDE who wish to partici
pate, and are to include regularly scheduled meetings and the dissemina
tion of management and program assistance to consortia attendees. 

During the budget hearings, we recommended the establishment of 
consortia because some local child care agencies indicated difficulty in 
establishing contact with either the Office of Child Development or their 
consultants. These consortia would provide agencies witn opportunities 
for resolving questions and obtaining meaningful management assistance 
to solve their operating problems. Consortias were intended as a means 
to insure that these agencies received this assistance, and to promote the 
establishment of self-help networks among providers to facilitate the shar
ing of information and management expertise among themselves. 

SDE submitted a report to the Legislature which describes the consortia 
activities they plan to conduct in the current year to fulfill the legislative 
directive. SDE baSically has established one consortia for each child care 
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program type, and has assigned an office of child development administra
tor to assist each one. 

The report indicates however, that each consortia will hold only one 
meeting per fiscal year. It is doubtful that this minimal level of activity will 
lead to any significant mitigation of the problems which led us to make 
our initial recommendation that consortia be established. 

The department should be prepared to comment during the budget 
hearings on what one consortia meeting per year can be expected to 
accomplish. . 

• Employer-Sponsored Child Care. The Legislature also directed that 
the Department of Education shall promote, as feasible, the establishment 
of employer-sponsored child care services. 

The department reported on December 17, 1982, their efforts to date 
to fulfill this directive. Basically, these efforts have consisted of attempting 
to help the establishment of two new employer-sponsored programs in 
Los Angeles and San Francisco. The department's current plan to fulfill 
this legislative directive is essentially to act as an information clearing
house, and to encourage local resource and referral agencies to promote 
~~~~ .' 

We believe it is doubtful that this level of effort will lead to any signifi
cant expansion of ernployer-sponsored child care serviCes in the state for 
the foreseeable future. The department should be prepared to comment 
on the extent to which its planned activities can be expected to promote 
the expansion of employer-sponsored child care. 

Office of Child Development Management-Blue Ribbon Task Force 
Report. In September 1982, the department appointed a blue ribbon task 
force to review the managemen.t of OCp. The task force issued its report 
on November 10, 1982. The major findmgs of the report are: . 

• Top management needs to be replaced. ' 
• Administration needs to be streamlined and reorganized. 
• Staff needs more development to be more effective with child care 

providers. . 
• Guidelines and policies need to be clearly developed and consistently 

applied. 
At the time this Analysiswas written, the new Superintendent of Public 

Instruction was reviewing the complete organizational structure of the 
department, and as a result, the department had not taken specific action 
on any of the task force's recommendations. 

The department should be prepared to explain during the budget hear
ings what actions it will take with respect to the task force's recommenda
tions. 

Auditor General's Report. In September 1982, the Auditor General 
issued a report entitled "ImprovemeI1ts Needed in Administering State
Funded Child Care Programs." This report criticized the operations of the 
Office of Child Development (OCD) within the State Department of 
Education. It examined OCD's overall administration of the state-!lubsi
dized child care program, its administration of its child care agency licens
ing responsibilities, and the current method of funding child care agencies 
which are under contract to the state. The Auditor General's report con
tained criticisms of OCD in the areas of (1) overall administration, (2) 
licensing a.dministration, and (3) funding. 

• Overall Administration. Three criticisms were made of OCD's over
all administration of the state subsidized child care program: 
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• OCD has not considered child care agencies previous expenditures, 

and has not effectively determined the amount of funds that agencies 
should receive. 

• Accurate, timely, and complete determinations of agencies' earnings, 
based on the agencies' year-end audit reports, have not been made. 
Consequently, OCD~s effectiveness in contracting with agencies is 
impaired, and delays occur in identifying overpayments and in col
lecting funds owed the state. 

• OCD has not adhered to its own policy of enforcing repayment agree
ments with agencies that owe the state funds. 

The Auditor General concluded that the cumulative impact of these 
weaknesses has resulted in the OCD not optimizing the use of child care 
and development funds. . 

• Licensing Administration. The Auditor General made the following 
three criticisms of the administration of OCD's child care agency licensing 
responsibilities: . 

• OCD has not issued licenses to new facilities, and has not renewed 
licenses of existing facilities in a timely manner. 

• A policy has not been established regarding the sanctioning of agen
cies that fail. to conform with state licensing requirements. 

• OCD has not followed existing policies, and consequently, is not prop
erly processing arid investigating complaints against agencies operat
ing state-funded child care and development programs. 

As a result of these problems, the Auditor General stated that some 
children enrolled in state-subsidized programs were receiving services in 
facilities which did not meet health and safety standards. 

• Funding. The Auditor General made. the following comments re
garding funding for this program: 

• The present method of funding child care programs does not opti
mize the use of state funds because current law requires the reim
bursement of agencies based on their average daily enrollment. 

• A disparity exists between reimbursements made to agencies and the 
amount of child care services they actually provide, due to the current 
reimbursement standard. 

The department has indicated, both in its response to the report and in 
its discussions with us, that steps have been taken to mitigate these prob
lems. A survey of child care agencies that we conducted indicates that 
progress has been made to alleviate the problem of unlicensed facilities. 

Whether the department's actions will be fully successful, however, is 
not clear at this point. Moreover, we note that avoidance of some of these 
problems will depend in part upon the successful implementation of a new 
data processing system, which has not been completed. Accordingly, be
cause of the seriousness of some of the identified problems, and because 
it is uncertain whether the steps taken by the department will be success
ful in alleviating them, the Legislature may wish to consider having the 
Auditor General follow up on his earlier report, to insure that the identi
fied problems have been corrected. 

• State-Funded Child Care Programs. If the examination is ordered by 
the legislature, it should also include a review of the new PROMIS and 
AIMS data processing systems, for the purpose of determining whether 
the systems, as implemented, will be successful in preventing the recur
rence of the problems identified in the report. 
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The Auditor General should report his findings to the legislative budget 
committees no later than December 15, 1983, and should include for each 
problem identified in his previous report, an opinion as to whether the 
steps taken by the department have been or Will be successful in correct
ing this problem. The Auditor General should also specifically identify 
problems which remain, and state the reasons why the department has 
been unsuccessful in alleviating them. 

Overbudgeting for Child Care 
We recomD2end that the proposed General Fund appropriation for child 

care local assistance be reduced by ~832,~ because local child care 
agencies have been unable to earn this amount in the past, and therefore 
it is riot needed in the budget year to maintain current service levels. 
(Reduce IteD2 6100-196-001 by $~832,OOO.) 

The Office of Child Development (OCD) reimburses local child care 
contracting agencies based upon their enrollment and the amount of 
reimbursable costs they incurred. If an agency actually enrolls the number 
of state-subsidized children specified in its contract with OCD, the 
amount of its state reimbursement is limited to the lesser of the following: 

(1) the maximum reimbursable amount specified in the agency's con
tract with the OCD, or 

(2) the actual and allowable net costs incurred for state-subsidized chil
dren. 

From these amounts are subtracted any parent fees collected, unless the 
agency "earns" these fees by enrolling more children than required by its 
contract . 
. The Auditor General, in his report "Improvements Needed in Adminis

tering State-Funded Child Care Programs", states that the OCD generally 
funds each agency for the amount of its previous year's contract-that is, 
the maximum contract amount-plus any inflation adjustment that the 
Legislature has granted. It does not base reimbursement on the agency's 
actual reimbursable expenditures in the previous year plus an inflation 
adjustment. 

The Auditor General further states that while the OCD has reduced the 
contract amounts for some agencies, it has not routinely reviewed agen
cies' expenditures in previous years; nor has. it reduced the contract 
amounts or withheld inflation adjustments for agencies whose previous 
expenditures did not meet the amount of their contracts. Consequently, 
OCD is contracting with agencies for amounts that exceed the the expend
iture levels that these agencies have demonstrated an ability to realize. 

The Auditor General recommends that the OCD consider an agency's 
demonstrated ability to earn, the total amount specified in its prior year 
contract when it comes due for renewal and when determining the 
amount of funding that an agency should receive in the new contract. 

In reviewing the actual reimbursable costs incurred by child care agen
cies against the maximum reimbursable amounts allowed by their con
tracts for the past fiscal year, we found that these agencies were unable 
to earn at least $3,720,000 of the contract amount. Because the budget year 
request for child care local assistance is based upon the past-year appro
priation plus a 3 percent inflation adjustment, and because this appropria
tion, in turn, was based upon the maximum contract amounts contained 
in all of the state's contracts with local child care agencies, we conclude 
that the budget request is overstated by $3,720,000 plus the 3 percent 
inflation adjustment tied to this amount ($112,000). 
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Accordingly, we recommend that the appropriation be reduced by $3,-
832,000 to eliminate overbudgeting. This recommendation is consistent 
with the recommendation made by the Auditor General in view of the fact 
that child care agencies have demonstrated an inability to earn the full 
contract amount in the past. Our recommendation would not result in a 
reduction of state subsidized child care because sufficient funds would 
remain in the budget to meet actual enrollments and costs. 

Correction of Attendance Absences Needed 
We recommend that the Legislature adopt Budget Bill language and 

enact legislation~ to stipulate that state reimbursement shall not be pro
vided for excused absences in excess of five days per child per year for 
children enrolled in state subsidized child care programs~ unless such 
absences are due to certain specified reasons. 

Child care agencies are reimbursed in part on the basis of their average 
daily attendance. "Enrollment" as defined ~y the Education Code in
cludes not only the number of children actually present at a facility, but 
also includes children who are not present but have "excused absences". 
Children may have "excused absences" for reasons of illness, quarantine, 
illness or quarantine of their parents, family emergency, or to spend time 
W.i.th a parent or other relative as required by a court of law, or when it 
is clearly in the "best interest" of the child to be absent. 

The Auditor General, in his report "Improvements Needed in Adminis
tering State-Funded Child Care Programs," indicates that his auditors 
visited local child care and development agencies, and compared their 
enrollment to actual attendance levels for January 1982. The results are 
shown in Table 46 for children enrolled full-time. 

Table 46 

Actual Att',mdance and Excused Absences 
for Children Enrolled Full-time a 

Average 
Number of 
Children 

Agency EnroUedb 

1................................................ 170 
2 ....................................... :........ 61 
3................................................ 142 
4................................................ 89 
5................................................ 287 
6................................................ 102 
7................................................ 82 
8................................................ 177 

Average ...................................... 139 

Actual 
Attendance 
(Percent) 

87.7% 
63.7 
79.6 
74.5 
87.1 
85.0 
84.9 
90.3 
82.0 

Excused 
Absences 
(Percent) 

12.0% 
31.4 
15.3 
23.7 
11.5 
14.6 
15.0 
8.2 

16.0 

Actual 
Attendance 

Plus Excused 
Absences 
(Percent) 

99.7% 
95.1 
94.9 
98.2 . 
98.6 
99.6 
99.9 
98.5 
98.0 

a Based on January 1982 attendance at a sample of eight agencies. 
b Since enrollment in programs fluctuates during the month, average enrollment is used. 
Sourc\'!: Report of the Auditor General "Improvements Needed in Administering State-Funded Child 

Care Programs," September 1982. 

The table shows that the actual attendance at these agencies ranged 
from approximately 64 percent to 90 percent of enrollment, with the 
average actual attendance being 82 percent of enrollment. The amount of 
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excused absences ranged from 8 to 31 percent of enrollment, with the 
average rate of excused absence being 16 percent. The Auditor General 
indicates that all eight agencies received full funding of their enrollment 
for the sample month. 

The Auditor General further indicates that the highrercentage of ex
cused absences is partly attributed to the definition 0 an "excused ab
sence." The Education Code allows agencies to be reimbursed for excused 
absences-and agencies may claim as "excused" those absences which are 
"in the best interest of the child" -but the code does not place any limit 
on the number of these absences that an agency may claim. 

The Auditor General's review indicates that agenies may be abusing this 
provision by claiming an excessive number of these absences, and that 
some of these absences are themselves questionable. For example, one 
facility counted as 30 days of excused absences two children on a family 
vacation for 15 consecutive days, on the basis that the absences were. "in 
the best interest of the children." The agency claimed full state reimburse
ment for these days. 

At another facility, absences involving children who stayed home with 
parents for up to two weeks were claimed as being "in the best interest 
of the child." In a third instance, an agency claimed 19 days of excused 
absence for a child who was out of town. 

While we· recognize the need to continue to provide state reimburse
ment to agencies with enrolled children who are ill or absent due to family 
emergency, the Auditor General's findings tend to indicate that the cur
rent provision in the Education Code allowing full state reimbursement 
for excused absences needs to be tightened. . . 

Because actual attendance at child care agencies may be significantly 
less than enrollment, and because agencies report a shortage of state 
subsidized child care in the state, we rycommend that the. Legislature 
adopt the following Budget Bill language to stipulate that state reimburse
ment shall not be provided for excused absences in excess of five days per 
child per year for children enrolled in state. subsi~zed child care pro
grBIils, unless such absences are due to certam specified reasons. 

"Provided that except for absences due to a child's illness, quarantine, 
illness or quarantine of their parents, family emergency, or to spend 
time with a parent or other relative as required by a court of law, no 
state subsidy shall be provided for excused absences in excess of five 
days per child during the contract period, for children receiving a state 
child care subsidy." 
Because the Budget Act is effective for only 1983-84, we further recom

mend that legislation be enacted through the trailer bill, to make aperma
nent change to the Education Code to limit funding for excused absences 
of this type. 

Eligibility Standards and Parent Fee Schedule Review 
We recommend (1) that the Legislature repeal the exemption from 

family fees currently granted to AFDC and SSIISSP recipients receiving 
state subsidized child care services and (2) the Office of Child Develop
ment report prior to the budget hearings, the fiscal and programmatic 
effects of using the Current Population Survey issued by the u.s. Bureau 
of the Census in establishing future family fee schedules~ 

Last year, the Legislature added language to the Supplemental Report 
to the 1982 Budget Act directing the Advisory Committee on Child Devel-
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opment Programs to study and make recommendations regarding the 
revision of eligibility standards and the parent fee schedule, such that only 
low income families are eligible for and receive a state subsidy for state
sponsored child care and preschool services. 

The advisory committee fulfilled this directive by surveying 114 pro
gram administrators and 868 parents who currently receive state subsi
dized child care services, and by holding two public hearings on these 
subjects. The committee completed its report on December 1, 1982. The 
report contains nine recommendations-some of which would require 
legislative action before they could be implemented. Two of the advisory 
committee's recommendations call for: (1) the amount of an AFDC or 
SSI I SSP grant to be counted as family income for the purpose of assessing 
the family fee for receipt of state-subsidized child care services and (2) the 
department to use the Current Population Survey (issued by the U.S. 
Bureau of the Census) to determine the yearly median income in Califor
nia. 

• Grant Income. The committee recommended that AFDC and SSI/ 
SSP grants be counted as income when determining the amount of any fee 
which a family is required to pay for state-subsidized child care. The 
committee reports this recommendation reflects the overwhelming senti
ment of the program directors and parents included in the study. Our 
examination of a sample of participant responses confirms that this is the 
case. 

The Education Code specifically prohibits recipients of public assistance 
such as that provided to AFDC and SSI/SSP recipients from paying any 
fees for state-subsidized child care services. 

The family fee schedule (from which the fee for state subsidized child 
care services is determined) is based upon a family's size and its "ability 
to pay" as indicated by the family's gross income. We see no reason why 
a distinction should be made in determining "ability to pay" as to what the 
source of that income is. It makes no sense, for example to charge a 
working family a higher fee than is charged a non-working family with the 
same gross income. . 

Accordingly; we recommend that consistent with the committee's rec
ommendation, language be included in the companion bill to the 1983 
Budget Act which (1) mandates that AFDC and SSI/SSP grants be consid
ered as part of gross income for the purpose of determining the family fee 
for state-subsidized child care sf;lrvices and (2) repeals the exemption from 
fees currently granted to AFDC and SSI/ SSP recipients . 

• Income Data. The committee also re~ommended that the Depart
ment of Education use a different set of data to establish the state median 
income for different family sizes. These median income figures are impor
tant because they are a key factor in determining the family fee schedule, 
which all state-subsidized child care programs use to levy fees on recipi
ents of state-subsidized child care services. 

The committee indicates that OCD currently uses income data released 
by the Federal Department of Health and Human Services, which OCD 
(1) updates to the current year using the consumer price index, and (2) 
adjusts for family size, using a federal Title XX formula. 

The committee and the Department of Finance, however, indicate that 
the current population survey data issued by the U.S. Bureau of the Census 
is more accurate, particularly when family size is being considered. Table 
47 compares the two sets of data, and indicates that significant discrepan-
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cies of as much as 40 percent occur between the two measures in some 
family size categories. On the average, the median income data given by 
the current population survey is 12 percent less than that used by OCD. 

Table 47 

Comparison of Family Size Income Data Between the Current Population Survey 
of the U.S. Bureau of the Census 
and the Income Data Used by the 

Office of Child Development 

Current Population OCD Median 
Survey Monthly Income 

Median (for 1981-82 
Family Size Income, 1980 Program Year) 

1 .................................................................. $785 $1,087 
2 .................................................................. 1,595 1,422 
3 .................................................................. 1,967 1,757 
4 .................................................................. 2,172 2,093 
5 .................................................................. 2,218 2,434 
6 .................................................................. 2,013 2,763 
7 .................................................................. 1,709 2,828 
8 .................................................................. 2,519 2,893 
9 .................................................................. 2,359 2,958 

Average ........................................................ .. 

Current Population 
Survey Percent 
(Under}IOver 
OCDMedian 

(-28%) 
12 
12 
4 

(-9) 
(-27) 
(-40) 
(-13) 
(-20) 

(-12%) 

a OCD uses prior-year income data for establishing the fee schedule for a particular fiscal year. Therefore, 
1980 income data is used to establish the fee schedule for 1981,..82. 

Consequently, if the Current Population Survey data were used in etab
lishing family fee schedules, the fee amount charged to some individual 
families would go up, while the fee charged other families would go down. 
It is not clear what the net impact on state costs would be. That would 
depend on the distribution of families served, by family size. 

Because the Current Population Survey data is more accurate than the 
data currently being used by the OCD in establishing the state median 
income level, we believe that the advisory committee's recommendation 
deserves further examination. We also think, however, that the fiscal ef
fect on the state General Fund, and the programmatic effects on local 
child care agencies, of using the Current Population Survey should be 
ascertained before action on this recommendation is taken by the Legisla
ture. Accordingly, we recommend that the Office of Child Development 
report prior to the budget hearings on the fiscal and programmatic effects 
of using the Current Population Survey to establish the state median 
income level for use in establishing future family fee schedules. 

Consultant Services. The field services section in the Office of Child 
Development (OCD) is authorized 17 consultants, 9 child development 
assistants, and 3 child development administrator positions who (1) pro
vide management and program assistance to local agencies and (2) serve 
as an advocate for local agencies within the Office of Child Development. 
The 198~3 Governor's Budget indicated that the average cost per posi
tion in the current year will approximate $40,956, $38,877, and $33,927for 
the child development administrator, consultant, and child development 
assistant positions, respectively. This results in a total cost of approximately 
$1 million for these personnel services, exclusive of any associated operat
ing expenses. 

Last year, field agencies reported that the quality of service provided 
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by the consultant staff varied considerably. Specifically, responses to a 
survey conducted by the Advisory Committee on Child Development 
Programs indicated that: 

• Twenty-nine percent of the respondents noted that program consult" 
ants had, in general, little or no program and administrative knowl
edge; or noted that consultants did not understand the commentator's 
particular program type. 

• Twenty-two percent indicated that information varied from week to 
week, or between consultants. 

• Twenty percent stated that consultants switched assignments too of
ten. 

• Sixteen percent noted that either they could not reach their consult
ant, had no visit from a consultant, or did not receive information back 
on a timely basis. 

• Thirty-two percent recommend that OCO establish regional offices 
for consultants for the provision of better service. 

Our discussions with field agencies last year confirmed the criticisms 
made in the survey. Agency aclininistrators frequently reported to us that 
program support was not available or irregular. These problems were of 
particular concern to new child care providers who needed these services 
to successfully establish their operations. 

This year we conducted an informal survey of child care providers and 
solicited their opinion regarding: (1) the quality of consultant services 
they received, (2) where the consultant was most helpful, and (3) where 
the consultant. was least helpful. The majority of respondents were am
bivalent about the quality of service received, and equal numbers of re
spondents liked and did not like the quality of these services. The quality 
of service provided depended upon the specific consultant assigned to the 
agency, with some agencies giving favorable ratings to their consultants, 
and others giving unfavorable ratings. 

In general, the consultants were most helpful in interpreting OCO's 
policies, regulations,. and forms, and in answering general questions-as 
one respondent put it ". .. in helping use the system." The consultants 
were least helpful in providing specific technical information, program 
improvement information-and as one respondent put it ". . . in finding 
constructive solutions to basic problems." 

Some critics of'the quality of consultant services, however, have indicat
ed that the problem may not lie with the·· consultants themselves, but 
rather within the OCO "system" which prevents them from being effec-
~a ,. 

In view of both the cost. of providing these services and the· criticisms 
directed at the system by providers, we believe the OCO "system" needs 
a rigorous review. Specifically, if the main benefit ofthe consultant serv
ices lies in their being able to expl. ain OCO's system, rath. er than in provid
ing (1) substantive technical and programmatic expertise, and (2) helping 
formulate solutions tb basic problems, then we question the cost-effective
ness of providing these services. 

The Auditor General did not include a review of the field services 
section of OCO (which provide the consultant services to agencies) in his 
overall review of the Office of Child Development. Accordingly, the 
Legislature may wish to consider having the Auditor General examine the 
quality and cost of consultant services provided to child care agencies, 
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with a specific review regarding (1) whether these services should be 
continued and (2) how these services, if they are continued, could be 
improved. 

Handicapped Children's Centers. Provision 10 to IteiIl6100-196-001 in 
the Budget Bill authorizes the Superintendent of Public Instruction to 
provide state funding to certain child care prog.rams which serve severely. 
handicapped individuals. This provision, in effect, exempts these pro
grams from the provisions of the Education Code and related regulations 
which govern the operations of regular child care programs. Currently, 
severely handicapped individuals are served in seven Bay Area childrens' 
centers, which are funded through a general allowance inthe budget bill. 

In passing the 1982 Budget Act the Legislature adopted Control Section 
21.42 which required the Superintendent to develop a schedule of parenti 
guardian fees which these seven centers would then have to implement 
in order to continue receiving state funding during the current year. The 
department developed the required fee schedule, which requires parents 
to begin paying a fee when their incQme reaches 50 percent of the state 
median ($13,176 for a family of four), and to pay the full cost of the child 
care when their income reaches 300 percent of the state median· ($79,092 
for a family of four) . 

Subsequently, however, the Legislature enacted SB1345 (Ch 1201/82), 
which stipulates that a parent fee shall not be assessed during 1982-83 if 
the child has been referred to the program by another agency. 

The director of three of these seven centers advise us tli~t none of ~e 
parents with children served by the centers will be required to pay a fee 
in 1982-83 because all of their children are referred from other ~gencies. 
Therefore, SB 1345 essentially negates the effect of Control Section 21.42. 

The 1983-84 Budget Bill contains language which reinstitutes ~eprovi
sions of Control Section 21.42 of the 1982 Budget Act. If approved oy the 
Legislature, this section would supersede the provisions of Ch 1201/82. 

c. Child Nutrition (Items 6100-101-945, 6100-201-001, and 6100-201-1190) 
The departmenfs Office of Child Nutrition Services administers the 

state child nutrition program. The office also supervises the federally
funded National School Lunch and Breakfast Programs ~q Child Care 
Food Program. These programs assist schools in providing n~tritious nie~s 
to pupils, with emphasis on free or reduced"price meals to children from 
low-income families. 

Funding for Child N1,ltrition Programs.· Table 48 summarizes the fund
ing of the child nutrition. programs in the past, current, and budget year$ .. 
The budget requests $6.7 million in 1983,-84 to support state operaPQIlS 
administrative costs ($1.5 million from the General Fund and $5.2 rp.ijlion 
from federal funds), an increase of 3.3 percent. In· additi()n, $323.5 million 
is requested for local assistance allowances ($26.8 m. illion fro.m ..... the General 
Fund and $296.7 million in. federal funds), which is essentially the same 
amount as estimated for the current year. . . 

State Child Nutrition Prvgram (Items 6100-101~945 a.i1d 6100-201-001) 
The state child nutrition program provides a basic subsidy from the 

General Fund for each meal served by public schools, privl:l,te nonprofit 
schools, andchild care centers to pupils eligible for free anq "reduced
price" meals (generally, low-income pupils). 
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Table 48 

Child Nutrition Programs 
Expenditures and Funding 

(in thousands) 

Item 6100 

Actual Estimated Proposed Change 
1981-82 1982-83 1983-84 Amount Percent 

Federal Funds 
State Operations ............................................. ·. $4,117 $5,076 $5,244 $168 3.3% 
Local Assistance: 

School Lunch 
General Assistance ................ : ................. 32,196 37,600 37,600 
Special Assistance to Needy Children 178,941 177,529 177,529 

School Breakfast .......... ; ............................... 36,051 44,051 44,051 
Special Milk .................................................. i,615 1,702 1,702 
Child Care Food ........................................ 45,801 33,261 3:l,261 
Food Service Equipment Assistance ...... 253 
Cash for Commodities .............................. 915 2,441 2,441 
Commodities Supplemental Food Pro-

gram .......................................................... 207 125 125 
Nutrition Education and Training 

Projects ...................................................... 660 
Subtotals .... ; ............................................... $296,639 $296,709 $296,709 
Total Federal Funds .............................. $300,756 $301,785 $301,953 $168 0.1% 

GeneralFund 
State Operations .............................................. $1,380 $1,412 $1,459 $47 3.3% 
Local Assistance Basic Subsidy .................... $24,446 $26,057 $26,840 $783 3.0% 

Total State Funds .................................... $25,826 $27,469 $28,299 $830 3.0% 
Combined Totals: 

State Operations ......... ; ................................ $5,497 $6,488 $6,703 $215 3.3% 
Local Assistance .......................................... 321,085 322,766 323,549 783 0.2 

-
Totals ................................... ' ....................... $326,582 $329,254 $330,252 $998 0.3% 

General Fwd .................................................. $25,826 $27,469 $28,299 $830 3.0% 
Federal Funds ................................................ 300,756 301,785 301,953 168 0.1 

The Budget Act of 1982 appropriated $26_1 million for the state child 
nutrition program in 1982-83, based on an estimated 300.5 million meals 
rei,mbursed at a rate of 8_67 cents per meal. The budget proposes an 
appropriation of $26.8 million for 1983-84. This amount assumes approxi
mately the same number of meals and provides for a 3 percent inflation 
adjustment. 

Current law provides that the state meal, reimbursement rate is to be 
adjusted for inflation, based on the Food Away From Home Index (Con
sumer Price Index) for San Francisco and Los Angeles. This would require 
a COLA of 8.7 percent in 1983-84, or an augmentation to the budget of 
$1.5 million (assuming the same number of meals projected in the 
budget). . 

The Department of Education' intends to survey a sample of school 
districts in February, 1983, in order to project the number of meals eligible 
for the state subsidy in 1983-84. We will review the survey and report on 
its implications for funding the state child nutrition program· during the 
budget hearjngs. 
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Federal Child Nutrition Program (Item 6100-201-890) 
We recommend approval. 
The budget proposes an appropriation of $296.7 million from the Fed

eral Trust Fund for local assistance for 1983-84, the same as estimated 
current-year expenditures. The budget also proposes $5.2 million in fed
eral funds for state operations, an increase of 3.3 percent over the current 
year. Our review indicates that these federal funds will be expended for 
appropriate purposes and, consequently, we recommend approval. 

6. State School Building Aid 

a. Overview 
The State School Building Aid Program provides financial assistance to 

school districts for (1) acquisition and development of school sites, (2) 
construction or reconstruction of school buildirigs, (3) purchase of school 
furniture and equipment for newly constructed bUildIngs, (4) deferred 
maintenance, and (5) emergency portable classrooms. '. 

Prior to the passage of Proposition 13 (Article XIIIA of the State Consti
tution) local school districts financed the construction of elementary and 
secondary school facilities in one of two ways. They either issued school 
construction bonds or obtained a loan from the state under the State 
School Building Aid program. 

The state raised the money loaned to applicant districts from the sale 
of general obligation bonds, and loans obtained by districts from the state 
were subject to prior voter approval for repayment from district property 
tax revenues. 

Proposition 13 eliminated the ability of local school districts to levy 
additional special property tax rates to payoff new bonds or loans. Corise
quently, the State Scliool Building Aid program was subsequently revised 
such that the state was no longer making construction loans to districts, 
but was funding the construction of new school facilities and "renting" 
them for a nominal fee to school districts under a long-term lease. This 
lease arrangement essentially represents a "quasi-grant" of construction 
funds to school districts because the state only charges a nominal yearly 
rental rate-usually $l-plus any interest earned on state funds on deposit 
in the county school lease-purchase fund for the applicant school district. 
Moreover, title to the facility is. transferred to the district no later than 40 
years after the rental agreement has been executed. 

Funding for this program is prOvided through three major statutory 
appropriations, which are available for expenditure irrespective of fiscal 
year. These are: . 

• school district" excess" repayments-that is, the excess of school Qis~ 
trict principal and interest payments on State School Building Aid 
loans over the amount needed for the debt service of state school 
construction bonds. These are principally used to fund school district 
deferred maintenance projects, , 

• a yearly $200.0 million allocation of tidelands oil revenues through 
1984-85, used principally for new school construction, and 

• bond revenues authorized byProI>osition 1 of 1982 which can be used 
for new school construction and rehabilitation of existing school facili
ties. 

The school building aid program has the following three major ele
ments: 
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• The construction quasi-grants, which are made under the State School 

Building Lease-Purchase program. 
• Deferred inaintenance matching funds, which are provided to school 

districts under the State School Deferred Maintenance program. 
• The emergency portable classroom program, which leases state-ac

quired portable classrooms at up to $2,000 per year to overcrowded 
school diStricts, pending construction of permanent school facilities. 

Table 49 shows the total revenues appropriated and available for state 
school building aid. . 

Table 49 

Revenue Sources for School Construction and Deferred Maintenance· 

Revenues authorized from continuous appropJjations: 
Excess school district loan repayment Ch 282/79 

(ABS) .............................................................. , .......... . 
Carryover of prior year General Fund appropriation 

. Ch 288/80 (SB 1426) .............................................. .. 
Tidelarids oil appropriation-Ch 899/80 (AB 2973) 
Carryover of prior year tidelands oil appropriation 

Ch S99/80 (AB 2973) ............................................ .. 
PropositiOn 1 bond sales-,-Ch 410/82 (AB 3006) .... .. 
Repayment of loan-Ch 99S/S1 (AB 114) ................ .. 

Subtotals ........................................................................ .. 
Transfers and Loans: 

Transfer to General Fund per Section 19.91, Budget 
Act of 19S1 b ............................................................. .. 

Transfer to Generai Fund-Ch 207/82 (AB 884) .. .. 
Loan to SAFCO and ERFFunds-Ch 99S/S1 

(An 114) ..................................................................... .. 
Nontransfer of school district excess repayments-

Section 19.05, Budget Act of 1982 ...................... .. 
Nontransfer of tidelands oil reserves-Ch 327/S2 

(SB 1326) .................. , ............................................... .. 
Nontransfer of tidelands oil reserves ......................... . 

Sribtotal ............... ; .......................................................... .. 
Net Amount Available for Commitment .............. ;. 

State Schooj Deferred Maintenance Fund .................. .. 
State School Building Lease-Purchase Fund ................ .. 

Actual 
1981--1J2 

$65,635 

208,000 
200,000 

100,000 

$573,635 

-$200,000 
-200,000 

-47,200 

-$447,200 
$126,435 
$51,645 
74,790 

Estimated Proposed 
1982-83 1!J83-..84 

$83,S92 $81,289 

200,000 200,000 

125,000 200,000 
47,200 

$456,092 $481,289 

-$IS,892 

-147,2000 
-$200,000 

-$166,092 -$200,000 
$290,000 $281,289 
$65,000 $81,289 
225,000 200,000 

a'fhj$ table illustrates only the revenue .sources provided by current statutes, and the transfers and loans 
made froin those revenues to arrive at the net appropriation for school construction and deferred 
maifltenartce iD. the particular fiscal year. This is not a fund conditionstatement, and accordingly, does 

. not. iJiclude any beginning balances ill these funds; 
b The $200 inillion tranSferred to the General Fund by the Budget Act of 1981 is to be repaid in 1984-S5 

through an additional year's allocation of tidelands oil revenue to the Lease-Purchase Fund. 
o Various bills are currently before the Legislature to reappropriate to the General Fund, any tidelands 

oil.revenues unencumbered by contract with private construction contractors. Therefore, the $147.2 
million could increase by art undetermined amount. The budget proposes the appropriation of $125 
million of PrOposition 1 bond funds to replace these monies. 

School Construction Funds Withheld in 1982-83. As Table 49 shows, 
the Legislature in completing action on the 1982 Budget Act, withheld 
$166.1 rilillion from (1) tidelands oil revenues ($147.2 million) and (2) 
school district excess loan repayments ($18.9 million), which existing law 
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authorizes for school construction and deferred maintenance purposes, 
and allocated these funds instead to the General Fund. In addition, at the 
time this Analysis was preI>ared, various bills were before the Legislature 
which reappropriated to the General FUnd any remaining tidelands oil 
revenues in the current year which are unencumbered by contract with 
private construction contractors. If enacted, these measures could further 
increase the amount of funds withheld from school construction. Chart 5 
shows that since 1980-81, approximately 61 percent of the statutorily au
thorized funding for this program (excludirig Proposition 1 bond funds) 
has been either withheld or transferred to other funds for alternative uses. 

ChartS 

State School Building Aid 
Funds Transferred 
1980-81 through 1982-83 

Funds Authorized 
But Not Approprjated 1 

60.6%. 

'" 
Funds Authorized 

........... and Appropriated 2 

" 39.4% 
1 Does not include Proposition 1 bond funds. 
2 Does not reflect the impact 01 any legislation which may be enacted during 1982-83 to reappropriate any unobligated·school 

construction monies to the General Fund. 

The Legislature has reduced the amount alloc~ted for school building 
aid as part ofa program intended to compensate for General Fund reve
nue shortfalls, and thereby avoid a deficit. In addition, the Legislature has 
found it necessary to reduce funding for school building aid because of 
shortfalls in tidelands oil revenues. In recent years, the amount of tide
lands oil revenues available have been between $73.5 million and $155.5 
million below the level anticipated when the $200 million allocation to the 
program was established. Consequently, the Legislature has had to sus
pend the tidelands. oil allocation mechanism· to· reflect· these shortfalls,. 
with the result that the State School Building Lease-Purchase Fund has 
not received the full statutory allocation. 

In the current year, $100.0 million and up to $65.0 million were appro
priated for new school construction and deferred maintenance, respec
tively,. This is approximately 50 percent of the $331.1 million that was 
expected to be available for these purposes in the current year, prior to 
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passage of Proposition 1. 
The exact amount of funding available for new school construction and 

deferred maintenance in the current year, however, is subject to change. 
As noted earlier, legislation was pending before the Legislature at the time 
this Analysis was written that appropriated to the General Fund any 
unencumbered funds from the $100.0 million tidelands oil appropriation. 
In addition, the State Allocation Board has requested that the Treasurer 
sell $125.0 million of Proposition 1 bonds in the current year to fund schoul 
construction needs. We will provide an update on current-year funding 
for the program at the tim~ of the budget hearings. 

Effects of Funding Reduction. School districts will not experience any 
adverse effects due to the $18.9 million reduction in the deferred mainte
nance program during 1982--83" because the state funding actually pro
vided for this purpose was predicated upon an estimate of the actual 
amount of these funds which school districts could utilize. Under current 
law, the maximum amount of state aid which can be provided to any 
particular school district is limited to one-half percent of the general and 
adult education funds budgeted for school district expenditures during a 
particular year. In the current year, school districts budgeted approxi
mately $13 billion of these funds, one-half percent of which would be $65 
million, which is the maximum amount of deferred maintenance aid exist
ing law allows the state to provide to districts during the current year. 
Therefore, any funding provided for this purpose over this amount ($18.9 
million) is not needed because it cannot be allocated to school districts. 

The State Allocation Board was able to apportion $104.5 million for 
school construction during the current fiscal year, and reserved approxi
mately $10 million to fund preliminary and final plans for additional new 
projects. To ration the planning funds, the State Allocation Board adopted 
a policy of only funding plans for projects with 60 or more priority points, 
and continued a policy of only funding construction applications with 70 
or more priority points. 

Proposition 1 could provide $125.0 million of bond funds to finance these 
construction projects in the current year, but it is uncertain at this time 
whether the State Treasurer will sell these bonds. Specifically, the Treas
urer has stated that he cannot sell any state general obligation bonds 
(including Proposition 1 bonds) in the absence of a balanced state budget 
containirlg a prudent reserve. " 

19a:J.;-84 Budget. The budget proposes that the full amount of "excess" 
repayments ($81.3 million) be provided to the State School Deferred 
Mainterianceprogram, to be used for school deferred maintenance in 
1983-84. " 

The budget also proposes that no tidelands oil revenues be allocated for 
school building aid in the budget year. In lieu of the $200.0 million in 
tidelands oil allocations authorized by existing law, the budget proposes 
that $200.0 million of Proposition 1 bond" funds be made available for 
school construction in the budget year. 

In summary, the budget proposes school capital outlay and deferred 
maintenance funding of $281.3 million in 1983-84, which includes $200.0 
million of proposed Proposition 1 bond sale funds and $81.3 million of 
"excess repayments" furids for school deferred maintenance. 
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b. Proposition One (November 1982) 
The voters approved Proposition 1 on the November 1982 ballot. This 

proposition authorizes the sale of $500.0 million of general obligation 
bonds, with the proceeds to be used for K-12 school capital outlay. Of the 
total, up to $150.0 million can be used for reconstruction or modernization 
of existing school facilities, leaving a minimum of $350.0 million available 
for construction of new school facilities. 

ASlreviously mentioned, however, at the time this Analysis was pre
:Rare ,it was uncertain when the State Treasurer will begin selling any of 
these bonds. While the budget estimates that $125.0 million and $200.0 
million of these bonds will be sold in 1982-83 and 1983-84, respectively, to 
fund school capital outlay, the Treasurer has announced that he cannot sell 
an}' state general obligation bonds in the absence of a balanced state 
budget containing a prudent reserve. 

c. The Need for School Capital Outlay 
As Table 50 indicates, the budget proposes that $225.0 million and $65.0 

million of net new funding be used in the current year to fund neW facility 
construction and deferred maintenance, respectively, and that $200.0 mil
lion and $81.3 million be made available for the same purposes in the 
budget year. 

1. New Facilities 

Table 50 
Resource Allocation for School Facilities 

(in thousands) 

Actual Estimated 
1981-82 1!J82,.83 

Tidelands oil revenue-Ch 899/80 (AB 2973) .............. $100,000 

Proposed 
1983-84 

Excess repayments-Ch 2i,2/79 (AB 8) .................. ~....... $13,990 ~ 
Proposition 1 bond fun~ 410/82 (AB 3006) ........ 125,000 $200,000 
General Fund-Ch 288/80 (SB 1426) .............................. 60,800 

Subtotal............................................................................ $74,790 $225,000 $200,000 
2. Deferred Maintenance 

Excess repayments-Ch ~/79 (AB 8) .......................... $51,645 $65,000 $81,289 

Total Funding ................................................................ $126,435 $290,000 $281,289 

Table 51 shows the amount of school capital outlay need that the De
partment of General Services' Office of Local Assistance (OLA) estimates 
would remain unfunded at the end of 1983-84 if the budget is approved. 
It also shows the aggregate amount of unfunded need that would remain 
if the amount of school capital outlay funding authorized by current law 
is provided in the budget year. 

Not included in the table is the amount which OLA estimates is needed 
to fund the rehabilitation of existing school facilities which, given the 
questionable assumptions upon which it is based, we do not consider a 
reliable number for budgetary purposes. . 

The table shows that the estimated total need for school construction 
funds in the current year is approximately $618.7 million. The budget 
anticipates that approximately $311.5 million of that amount will be pro
vided in the current year. 
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Table 51 

Summary of School Facilities Needs 
(in thousands) 

l!J82..&.Q 1!J8J-84 

Funds AvaUable 
&timated Funds &timated Current Govemor's 

Need AvaUable Need Law Budget 
1. Emergency class-

room ............................ $8,5OU $9,000 $6,300 $1,800 $1,800 
2. Construction of new 

facilities ...................... 485,287 237,481 764,736 400,000 200,000 
3. Rehabilitation of old 

buildings ...................... 
4. Deferred Mainte-

nance .......................... 124,900 65,000 185,053 81,289 81,!l89 
Totals .................. $618,687 $311,481 $956,089 $483,089 $283,089 

Item 6100 

Unfunded, 
End-of.Year 

Current Govemor's 
Law Budget 

$4,500 $4,500 

364,736 564,736 

103,764 103,764 
$473,000 $673,000 

The need for funds is expected to increase to $956.1 million in the 
budget year, with the budget calling for $283.1 million of that amount to 
be provided. 

The estimates reflected in Table 51 for new facility construction assumes 
that all of the forecasted construction need will be submitted to the State 
Allocation Board for funding in either the current or budget year. Some 
of these projects, however, may not be submitted for state aid until some
time after 19~, and would therefore be considered for funding from 
future resources appropriated for this purpose. 

d. Proposition. One Clarification Needed 
We recommend that the Legislature enact legislation to clarify the 

provisions of Proposition 1 regarding local district matching funds and sale 
of surplus school sites. We further recommend that the Department of 
Finance identify prior to the budget hearings, the amount and funding 
source for the 1983-1J4 debt service for the Proposition 1 bonds sold in the 
current fiscal year. 

Proposition 1 which was approved by the voters at the November 1982 
election, authorizes $500.0 million in bond sales for school capital outlay
at least $350.0 million of which can be used for new school construction, 
and up to $150 million of which can be used for modernization or rehabili
tationof existing school facilities. 

The approval of Proposition 1 by the voters has raised several important 
issues which need to be resolved by the· Legislature. These issues are as 
follows: (1) will districts be required to contribute an amount equal to 10 
percent of a project's cost? (2) what will be the funding source for the 
19~ debt service for the Proposition 1 bonds proposed to be sold 
during the current year? and (3) will districts be required to sell surplus 
school sites prior to receiving state aid? 
. Matching Funds and Surplus Sites. Under the State School Building 

Lease-Purchase Program, districts with projects funded from tidelands oil 
revenues must (1) agree to contribute either 10 percent of a project's cost 
in the first year, or 1 percent of project costs per year for 10 years to the 
State School Deferred Maintenance Fund and (2) must justify holding any 
surplus school sites to the State Allocation Board prior to receiving state 
school construction aid. 

Proposition 1, however, did not apply these provisions to projects fund-
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ed from Proposition 1 bond revenues. Therefore, the anomalous situation 
exists in which some projects will be subject to the contribution and 
surplus school site requirements, while others will be exempt from these 
requirements-depending solely upon the funding source for the project. 

Several benefits accrue to the state from applying the local match and 
surplus site requirements that now apply to projects financed with tide
lands oil funds. First, the 10 percent match helps to encourage the design 
of cost effective projects by districts because. they must contribute 10 
percent of the cost of their projects, and therefore, must pay for part of 
any unnecessary project design features. . 

Second, requiring districts to justify holding any unused surplus school 
sites both promotes the maximum use of existing facilities and reduces 
school construction costs to the state. This is because school districts must 
either fully use existing facilities, or dispose of them and apply the pro
ceeds to offset project cost. 

For these reasons, and because we find no analytical basis for exempting 
school construction projects from either the 10 percent match or school 
sites requirements merely because they are funded from Proposition 1 
bond funds, we recommend that legislation be enacted requiring projects 
funded with these bond funds to be subject to both requirements. 

Funding Source. The budget anticipates that $125.0 million of Proposi
tion 1 bonds will be sold during the current year to provide funding for 
school capital outlay. At the time this Analysis was written, it was not clear 
that any of the bonds would be sbld because of the freeze on bond sales 
imposed by the State Treasurer. If, however, sales do occur, funds will 
need to be appropriated during the budget year to fund the 1983-84 debt 
service for these bonds. The budget does not identify either the amount 
or the source of this funding. 

This question needs to be resolved in the 1983 Budget Act because no 
funds were proposed for appropriation to the State School Building Lease
Purchase Fund that could be used for debt service payments in the budget 
year. (The $200.0 million in Proposition 1 bond funds proposed for the 
budget year cannot legally be used for debt service purposes.) Conse
quently, the Legislature will either have to (1) appropriate additional 
money to the lease-purchase fund or (2) use deferred maintenance funds 
or carryover lease-purchase fund balances (if any) to fund debt service 
payments in the budget year for the $125.0 million worth of Proposition 
1 bonds proposed to be sold during the current year. 

Therefore, we recommend that the Department of Finance identify 
prior to the budget hearings, the amount and source of funds that may be 
needed to pay the 1983-84 debt service on Proposition 1 bonds sold during 
the current year. 

e. Hardship Waivers 
We recommend that the Legislature enact legislation amending the 

Education Code to delete the requirement that the State Allocation Board 
adopt a hardship waiver regulation because it is no longer needed. 

Existing law requires that local school districts provide a 10 percent 
match for tidelands oil funds received for school constructibn projects. 
Alternatively, districts have the option of extending this payment by con
tributing 1 percent of project cost each year for a period of 10 yeats to 
the State School Deferred Maintenance Fund. Both of these requirements 
may be waived by the State Allocation Board (SAB) in a case of hardship, 
which the law requires the board to define. 
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At the time this Analysis was prepared, the board had not adopted a 
regulation defining "hardship." 

In July, the board adopted a policy which stated that "The board, in 
considering the provision of Section 17761 (b) of the Education Code, has 
concluded that the 1 percent contribution each year for 10 ye'll"S . . . is 
proper recognition of a hardship." SAB staff was directed to file this policy 
with the Office of Administrative Law, (OAL) as a proposed regulation. 
OAL, however, rejected the policy because it was a restatement of the 
current matching policy. 

Our analysis indicates that the average cost of the projects funded for 
construction in the current year was approximately $1.86 million. One 
percent of this amount is $10,860. The most expensiVE> project funded 
during the current year cost approximately $10.4 million, 1 percent of 
which would be $104,000. 

As of June 30,1981, the average ending balance in the General Fund of 
local school districts was approximately $760,000. An additional average 
ending fund balance of $381,000 was available to 360 school districts which 
have building funds used to finance major capital outlay projects. Further
more, 638 districts maintained special reserve funds (which is used to 
accumulate funds for capital outlay purposes) which had an average end
ing fund balance of $344,000. 

In view of these balances and the amounts needed to pay 1 percent of 
the cost of the average school construction project, we agree with the SAB 
that allowing districts to pay 1 percent over 10 years is an adequate recog
nition of a hardship situation. We therefore conclude that formal hardship 
waivers are unnecessary, and recommend that the Education Code be 
amended to delete the provision authorizing the granting of these waiv
ers. 

f. Constitutional Amendment 
We recommend that the Legislature enact legislahon to place a consh'tu

tional amendment on the next general election ballot authorizing local 
voters to assess special property tax rates to fund debt service for local 
school contruction bonds, 

Proposition 13 effectively eliminated the ability of local school districts 
to levy additional special property tax rates to payoff new bonds or loans, 
and therefore, severely limited the districts' access to funds needed for 
school building construction. Consequently, school districts now rely upon 
the State School Building Aid program to finance virtually all of their 
capital outlay needs. 

School districts frequently complain about various aspects of the State 
School Building Aid program, including (1) the amount of paperwork 
involved in filing an application, (2) the inadequacy of the building area 
entitlement, and (3) the restrictiveness of the program. The current 
method of financing school construction, however, is deficient in two 
more important respects: 

• It does not generate sufficient funding to meet district needs. 
• It does not distribute the burden of paying fot new school facilities in 

an equitable manner. . 
Current Mechanism Doesn't Provide Sufficient Funding to Meet Dis

tricts Needs. Because of other demands on . limited state resources, the 
state has not been able to allocate enough money for school construction 

--------------'----------_ .. _. __ ._._---. 
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and deferred maintenance to meet the needs of all districts. Consequent
ly, the amount of unfunded school construction projects has remained at 
a high level. As Table 51 shows, approximately $564.7 million of eligible 
new school contruction projects are not expected to be funded by the end 
of 1983-84. If the need for deferred maintenance and emergency class
rooms is considered, this amount is even higher-$673.0 million. Proposi
tion 1. could provide an additional $175.0 million of bond funds to help 
meet this need, but $498.0 million of unfunded capital outlay projects 
would still remain. 

A major reason why the current method of financing school construc
tion does not provide for the facility needs of all districts is that it is not 
geared to the life of the facilities themselves. Currently, the state pays the 
entire cost of school construction projects within approximately three 
years of their initiation. These facilities, however, often last 50 years. Such 
long-lived assets can and should be financed over their useful life. This 
would ensure that those benefitting from these structures in the future 
pay part of the cost of constructing them, rather than allow the entire 
burden to fallon current beneficiaries. . 

The inadequacy ()f present funding sources to provide for the school 
construction nee~s in the state points out .the desirability of developing 
additional funding sources for school construction. 

Burden of Financing School Construction is Not Distributed Equita
bly. The present method of financing school construction isineguitable 
because it requires all citizens of California to pay for school facilities 
which primarily benefit the residents of particular loc~ school districts. 
Often, this results in taxpayers paying twice for school facilities: first, 
through their local property tax payments to payoff loans or bonds issued 
prior to 1978 to finance their own school facilities, and second, through the 
state budget to pay for facilities serving residents of other districts. In 
many cases, the recipients of this subsidy are located in growing and 
economically vigorous communities (hence the need for new facilities), 
while the subsidy providers are located in stagru,mt or declining communi
ties. This does not seem to be consistent with the ability-to-pay doctrine 
that forms the basis for much of the state's tax system. 

For these reasons, we believe that a new revenue source needs to be 
developed to finance school construction. Specifically, we believe that 
local school districts should be given the authority (subject to local voter 
approval) to assess a special property tax in order to fund bonded debt 
issued to finance school construction. This financing mechanism has the 
following advantages: 

• It would make school construction financing available to those dis
tricts who are unable to obtain State School Building Aid funds to 
meet existing needs. 

• It would result in the residents of the school district who are the 
primary beneficiaries of new school construction paying most of the 
cost of these facilities. 

• It would maintain voter control of borrowing and taxing decisions. 
For these re.asons, we recommend that the Legislature enact legislation 

placing a constitutional amendment on the 1984 June ballot which would 
authorize school districts, upon local voter approval, to assess a special 
limited property tax rate to fund debt service forlocal school construction 
bonds or state School Building Aid loans. 

46--76610 
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g. Alternative Eligibility Standards 
We recommend that the Legislature adopt supplemental language di

recting the State Allocation Board (SAB) to require that each applicant 
for state school constniction aid demonstrate that specified alternatives for 
(1) mitigating the needEor school construction and (2) financing school 
construction~ in a manner minimizing demands on limited state funds~ 
cannot be used. 

We further recommend that the Departments of General Services and 
Education compile and publish a handbook for distribution to school 
districts detailing available alternative financing options for school con
struction which also discusses strategies for implementing these options. 

Existing law specifies that State School Building Aid funds may not be 
proVided to school districts that have an unjustified surplus school site, 
unless the site is sold and the proceeds are used to offset part of the 
project's (:!ost. It further requires districts to make maximum feasible use 
of existing facilities before an apportionment can be received. 

There are other alternatives, however, for meeting school facility needs 
which currently are not recognized in existing law or regulation that, if 
utilized, could allow limited state funds to go further in meeting facility 
needs. . 

Some of these alternatives include interdistrict agreements for the use 
of underutilized school facilities, increasing the market value of surplus 
school sites prior to sale through rezoning, and the use of developer fees 
to finance the cost of some facilities. In addition, alternative financing 
options of the type discussed in the K-12 overview could be made avail
able to districts through changes in existing law. Our analysis indicates that 
these options have not been utilized to the fullest extent possible by school 
districts for two main reasons. . 

• Inadequate Information. First, our field visits indicate that many 
district officials are not knowledgeable about the various options available 
under existing law to finance school construction. This situation could be 
rectified if either the Department of Education or the Department of 
General Services created a handbook detailing these options, which also 
discusses strategies for implementing them. 

• Inadequate Local Responsibility. The second and more serious 
problem concerns the attitudes of local city, county, and district officials. 
Many local officials consider the provision of sufficient financing for school 
facilities to be solely a state responsibility. As long as the State School 
Building Lease-Purchase program exists, this attitude is likely to persist. 
Furthermore, district administrators often find it easier to apply to the 
state for school construction funding than to attempt to fully utilize exist
ing school facilities or alternative funding techniques. For example, ad
mimstrators are reluctant to increase utilization of existing school facilities 
by using year-round school sessions, because of opposition from some 
parents and teachers. The Los Angeles Unified School District ran into this 
kind of opposition when it attempted to implement a year-round school 
use plan as a means of reducing overcrowding in some of its schools. 

School districts also find it difficult to use existing alternative funding 
techniques because many of these techniques require the agreement of 
other local agencies. For example, SB 201 fees which are used to finance 
interim school facilities, cannot be assessed by school districts, but rather, 
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must be authorized by a city or county. 
To assure that the options for alternative financing and increased use of 

existing facilities are fully explored by districts before they apply for state 
aid, existing eligibility standards under the school building aid program 
should be changed so as to require the maximum possible use of these 
options wherever feasible. Accordingly, we recommend that the Legisla
ture adopt supplemental language directing the State Allocation Board to 
require that all applicants for state school construction aid demonstrate 
that they have explored and utilized all feasible options for (1) mitigating 
the need for new construction,or (2) financing the cost of the proposed 
school construction project. 

We ft;rrther r~commend that t~e Departm.ents of General Serv?~es and 
Education be directed to compile and pubhsh a handbook detailing op
tions for funding school construction which also discusses strategies for 
implementing these options. This handbook should be distributed to local 
school districts, so as to make them fully aware of the range. of options 
available for financing school construction, and for avoiding the need to 
undertake construction by fully utilizing existing school facilities. 

Specifically, we recommend the adoption of the following supplemental 
language: 

"The D~partment of General Services and the Department of Educa
tion shall publish a handbook by December 1, 1983, detailing options 
available to school districts for: (1) getting the maximum use out of 
existing school facilities and (2) financing the cost of school construction 
projects. These handbooks shall be distributed to applicants for State 
School Building Aid for Phase 1 feasibility studies, along with the re
quired SAB application forms. 

Mter December 1, 1983, the SAB shall require applicants for state aid 
for Phase 1 feaSibility studies, to demonstrate that the options in the 
handbook cannot be used to either mitigate the need for the proposed 
projects, or to help finance the cost of the proposed projects; and the 
SAB shall consider each district's response to this requirement in deter
mining whether to apportion feasibility study funding for the project." 

h. Conservation of Existing School Construction Funds 
We recommend that the Legislature enact legislation substituting a 

sliding $cale for the required 10 percent school district match that now 
applies to the cost of school construction projects, in order to strengthen 
incentives for reducing the cost of assisted projects. We further recom
mend that supplemental language be adopted directing the State Alloca
tion Board to change the current method of paying for architectural 
services~ in order to conserve state school construction funds. 

In order to receive State School Building Aid funds, school districts must 
finance either 10 percent of a project's cost in the first year, or remit 1 
percent of project cost each year for 10 years to the State School Deferred 
Maintenance Fund. 

Architects' fees for designing school construction projects are based 
upon a percentage of the construction cost, which declines as the cost of 
the project increases. For example, for a project costing $1.5 million, the 
architect would receive 9 percent of the first $500,000, 8.5 percent of the 
next $500,000, and 8.0 percent for the third $500,000, for a totalarchitec
tural fee of $127,500. 

While in theory the 10 percent local district match should provide some 
incentive for districts to conserve limited state school building funds by 
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encouraging them to seek the most cost-effective structures, our field 
observations indicate that in practice this incentive is not sufficient to 
accomplish this purpose. Furthermore, because an architect's fees are 
based on a percentage of project cost, there is an incentive for architects 
to design buildings which utilize as much .as possible of the construction 
budget allowance. 

Vanable School District Match. Our analysis suggests that the amoUnt 
of state aid available for school construction could be made to "go farther" 
if additional incentives were provided for districts to conserve these funds. 
One way to do this would be to change the required district funding match 
so that the matching percentage increases as the project's cost approaches 
100 percent of the building aid allowance. For example, the district match 
could be set so that it would be 5 percent when the project's cost is 85 
percent of the allowance, but 15 percent when the cost reaches 100 per
cent of the allowance. This is illustrated in Table 52. 

Table 52 

School District Matching Costs 

Project Cost 
A. Present System ...... $1,000,000 
B. Alternative 

Disbict 
Share 

$100,000 (10%) 

District 
Savings 

State State 
Share Savings 

$900,000 (90%) 

Example #1............ 850,000 (85%) 42,500 (5%) $57,500 807,500 (95%) $92,500 
Example #2............ 1,000,000 (100%) 150,000 (15%) -50,000 850,000 (85%) 50,000 

Assuming that the State Allocation Board cost allowance for a building is 
$1,000,000, under the present system, the state's share would be $900,000 
(90 percent), and the district's share would be $100,000 (10 percent). If 
as a result of a variable match, the district, working with an architect, was 
able to hold down the cost of the building to 85 percent of the allowance 
(example #1 Table 52), the state share would be $807,500 (95 percent), 
for a cost savings of $92,500, and the district share would be $42,500 (5 
percent) for a district cost savings of $57,500. 

If, on the other hand, the architect's design results in the building 
costing 100 percent of the allowance (example 2, Table 52) the district 
would incur additional cost of $50,000 for building a less cost-effective 
structure, while the state would realize savings of $50,000 that could be 
used to fund other R.rojects. 

Architectural Fees. A second way to promote conservation of the 
limited amount of state funds available for school construction is to pro
vide an incentive to architects to design a more cost-effective building. 
This could be done by basing the architect's compensation, in part, upon 
the amount of savings from State Allocation Board cost allowances that 
their building designs achieve. For example, architects could be paid an 
additional 2 percent over their normal marginal percentage fee for the 
amount of any cost savings that their project designs achieve. The addi
tional fee would be paid out of the amount of savings the state realizes. 

To illustrate this option, assume that a project's cost allowance is $5 
million. The regular architect's fee for designing this project would be 
$377,500. If, as a result of adopting this option, the architect designs a 
project costing $4,500,000, the architect would receive his normalmarginal 
7 percent fee ($342,500) plus an additional 9 percent on the cost savings 
amount of $500,000 ($45,000) for a total fee of $387,500. Thus, the architect 
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would receive an additional $10,000 for the cost-effectiveness of his de
signs, and state would realize a net cost savings of $405,000. 

Both of these options would promote the conservation of limited state 
funds, and thus enable the state to assist more districts to meet their school 
facility needs. Accordingly, we recommend the enactment of legislation 
to amend the school district matching requirement so as to place it on a 
variable scale as discussed above. We also recommend the adoption of the 
following supplemental language which would require the SAB to change 
the current method of compensating architects: 

"The State Allocation Board shall change the current method of paying 
for architectural services under the State School Building Lease-Pur
chase program, to provide additional compensation to architects whose 
building clesigns achieve savings from the cost allowance authorized for 
that project under· the program. This additional compensation shall be 
paid from the savings amount realized by the state on the project result
ing from the architect's building design. The additional compensation 
paid to the architect shall be equal to 2 percent in addition to the 
applicable marginal percentage architectural fee, based on the savings 
amount the building design achieves from the construction cost allow
ance provided under the State School Building Lease-Purchase pro
gram." 

i. Nonuse Payments for Surplus School Sites 
We recommend that the Legislature enact legislation to increase the 

nonuse payment for surplus school sites charged to local school districts, 
in order to retum these sites to the property tax rolls. 

In the Spring of 1981; the Department of General Services' Office of 
Local Assistance conducted a statewide survey of unused school sites. This 
survey showed the existence of 682 unused sites comprising 9,072 acres. 
The acquisition of some of these sites had been financed from State School 
Building Aid loans, and all were exempt from local property taxes. 

Under current law, unused school sites are subject to a nonuse payment 
of I percent of the original purchase price adjusted by either: (1) a factor 
reflecting the change in assessed value of all lands in the state from the 
date of the site's purchase to the current date or (2) other factors which 
the State Allocation Board determines are more applicable to the site. 
Nonuse payments were instituted so as to provide an incentive for school 
districts to dispose of surplus sites, thereby placing them back onto the 
property tax rolls. 

In the case of unused sites originally financed with a State School Build
ing Aid loan, the district must pay, in addition to the nonuse payment, the 
principal and interest on the loan. When the site is sold, the district retains 
the full proceeds from the sale if the loan has been repaid; if the loan has 
not been repaid, the district retains part of the proceeds, and uses some 
of the proceeds to repay the outstanding balance of the loan. 

Our analysis indicates that the current nonuse payment provisions are 
not adequate to accomplish their intended purpose of encouraging the 
disposition of surplus school sites. This is because the nonuse payment rate 
is lower than comparable market lease rates. For example, in contrast to 
the 1 percent nonuse rate established by statute, private lessors of residen
tial sites generally are currently charging a lease rate of 4 percent of the 
site's fair market value for residential land. In addition to the earnings 
from such a lease, the lessor profits from any appreciation in the value of 
the underlying property. The Port Authority of San Diego, for example, 
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charges lO percent of the fair market value for its industrial land leases. 

Our analysis also indicates that school districts can derive substantial 
profits from the appreciation in value of their surplus school sites, in spite 
of the 1 percent nonuse payment that they are requited to make. For 
example, we found that 11 surplus school sites located in 11 different 
counties have appreciated in value by an average of 9 percent per year 
compounded annually. Assuming no unpaid loans remain on these proper
ties, the difference between the 9 percent appreciation and the 1 percent 
nonuse payment results in an annual 8 percent "profit" to the districts 
from retaining the sites. Because the property is exempt from taxation, 
however, the state also loses money, in that the General Fund must pay 
more to fund the district's revenue limit than it otherwise would. 

In sum, we conclude that the current one percent nonuse payment must 
be increased if it is to serve its intended purpose of encouraging districts 
to restore surplus sites to the property tax rolls. Specifically, we recom
mend that legislation be enacted increasing the rate upon which the 
nonuse payments are based to reflect the yearly increase in assessed valua
tion in the county in which the property is located. This rate should be 
calculated based upon the prior year's "adjusted purchase price" of the 
property, with the nonuse payment amount being reduced by any interest 
paid on any outstanding State School Building Aid loans. For property 
upon which a nonuse payment will be assessed for the first time, this 
essentially freezes the "adjustment purchase price" of the property at its 
current value in the year prior to the beginning of the nonuse payments. 
For property currently subject to those payments, this freezes the "adjust
ed purchase price" of the property at its value in the current year. The 
state captures any future increase in the fair market value of the property 
through the ass.essment of the nonuse payment. 

For example, if (1) a school district owns a piece of property with an 
"adjusted purchase price" of $1,000,000 in the year prior to the first assess
ment of a nonuse payment, (2) no State School Building Aid loans are 
outstanding against that property, and (3) the yearly increase in assessed 
valuation in the county is 10 percent per year, the nonuse payment would 
be lO percent of $1,000,000, or $100,000 per year. The school districts would 
therefore no longer benefit from holding this property off the tax rolls 
because the $100,000 yearly appreciation in the market value of the prop
erty would be paid to the state as a nonuse payment. 

j. Priority Points 
We recommend that the Legislature adopt supplemental language di

recting the State Allocation Board to establish the minimum number of 
priority points needed by construction applications before they can be 
considered for funding in the budget year so as to assure that available 
funds are used to fund projects for which the greatest need exists. 

Existing law authorizes the State Allocation Board (SAB) to establish 
priorities for the funding of school construction projects, based upon the 
criteria of maximum pupil benefit. It further authorizes the board to make 
exceptions to these priorities when it determines that to do so will benefit 
the pupils affected. 

Regulations adopted by the SAB require the assignment of priority 
points when it is determined that the estimated need for school construc
tion by all districts exceeds the available . funds in any given fiscal year. 
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These regulations also (1) require the consideration of projects in se
quence according to the number of priority points credited to each ap
Rlication, and (2) mandate that the SAB shall from time to time establish 
the minimum number of priority points necessary to qualify an applica
tion for funding consideration. 

Pursuant to the latter requirement, the SAB has continued the practice, 
begun in 1981--82, of requiring 70 priority points before a project can be 
approved for construction funding. It also has adopted a policy requiring 
60 priority points before a project's preliminary or final plans can be 
funded. This was done because the board recognized that there would be 
a shortage of state monies in 1982--83. 

At the July meeting of the board, $104.5 million was apportioned to fund 
the construction phase of 60 projects, and $10.0 million was.set aside to 
fund preliminary and final plans for additional projects. Consequently, 
there are no funds left to finance the construction phase of any projects 
coming before the board during the remainirig 11 months of the current 
fiscal year. 

Among the 60 projects funded for construction were two that had 67 and 
77 priority points, respectively. In the next month (August), the board 
received four applications for construction funding, two of which had 332 
and 225 priority points, respectively. In October, seven additional applica
tions were received, two of which had 396 and 311 priority points, respec
tively. None of these applications were funded because of the action taken 
in July. As a result, some projects have been funded merely because they 
happened to be before the hoard in July, while other projects for which 
there is a much greater need and which are ready for construction have 
not been funded because the projects were submitted to the board a few 
months later. 

This illustrates the need for better planning by the board to insure that 
only projects for which there is the greatest need are funded from avail-
able funds. . 

Currently, theSAB attempts to allocate funds based on knoWn need, 
rather than anticipated need in the months ahead. It is this approach that 
results in projects with 77 priority points being funded while projects with 
over 300 priority points are not. 

Our analysis indicates that available funds for school construction could 
be allocated in a manner that is more responsive to existing law if the SAB 
was required to adopt a priority point level, which·given available funds, 
would ensure that the highest priority known and anticipated projects are 
funded in a given year. Consequently, We recommend that the following 
supplemental language be adopted directing the State Allocation Board 
to establish such a priority point level: 

"The State Allocation Board shall adopt at their July 1983 meeting, a 
minimum priority point level which applicants for State School Building 
Aid for the construction phase of school construction projects must 
equal or exceed before their application can be considered by the 
Board. This priOrity point level shall be set at a level which matches (1) 
the cost of projects which will qualify for state aid under the State School 
Building Lease-Purchase law and are anticipated to be submitted for 
construction funding during the· entire 1983--84 fiscal year to (2) the 
amount of funds available for funding the construction phase of school 
construction projects during 1983--84, while still retaining an adequate 
amount of funds for project planning." 
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k. Developer Fees 
We recommend that the Legislature enact legislation authorizing dis

tricts to assess SB 201 fees to finance the cost of permanent school con
struction~ so that more funds can be made available to meet the unmet 
need for school facilities. 

Some school districts currently are receiving developer impaction fees 
under either the provisions of Ch 955/77 (SB 201) (Government Code 
Section 65974), or based on the impaction mitigation provisions of the 
California Environmental Quality Act (CEQA). 

Under SB 201, a city or county may adopt an ordinance to require 
developers to dedicate land or pay fees to mitigate the impact of housing 
developments. These fees must be used for the acquisition of temporary 
elementary or secondary school facilities, which are used until permanent 
school facilities can be built. These fees typically range from several hun-
dred dollars to $3,000 per house. . 

Under CEQA, an environmental impact report (EIR) , is required on 
any project that may have a significant effect on the environment. If the 
EIR indicates a particular development will cause a negative impact on 
service areas of the city or county, the developer is obligated to remedy 
the impact by either mitigating or avoiding the identified effects. The 
CEQA is ambiguous as to. whether its provisions apply to school districts. 
Furthermore, since the passage of SB 2011 (Ch 1438/82), it is unclear 
whether developer mitigation fees can continue to be collected by school 
districts under CEQA. 

In cases where a school district will be adversely impacted, an unofficial 
agreement between the developer and the impacted school district typi
cally is reached to mitigate the effects. This agreement usually involves 
the levying of a fee on eachlarcel of property within the development 
and/or the.dedication oflan for school purposes. Fees are paid directly 
to the school district, and can be used to fund either interim or permanent 
school facilities. 

The assessment of mitigation fees has been criticized by the building 
industry because they add to the cost of housing. On the other hand, use 
of these fees may be justified by the fact that new housing developments 
are often responsible for school overcrowding, and consequently, it makes 
sense to have those who benefit from the construction of new facilities pay 
part of the cost of these facilities. 

In the K-12 overview, we discussed the inability of the state to provide 
sufficient funds to meet the unmet need for K-12 school capital outlay. 
New financing sources for school construction, therefore, would be desira
ble. One such source would involve greater use of developer's fees. Cur
rently, SB201 fees can only be used for the procurement of interim school 
facilities, and use of these facilities must be discontinued one year after 
receipt of an apportionment from the State School Building Lease-Pur
chase program. 

Therefore, toincrease the amount of revenue available for financing 
school construction, we recommend the enactment oflegislation authoriz
ing. the assessment of SB 201 fees to finance part or all of the cost of 
permanent school facilities. 
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I. Department of Education-School Facilities Planning (Item 6100-001-344) 
We recommend approval. 
The budget includes $495,000 from the State School Building Lease

Purchase Fund for support of the School Facilities Planning Unit in the 
Department of Education. This is an $18,000, or 3.8 percent, increase over 
estimated 1982-83 expenditures for this purpose. 

This unit provides consulting services in the area of school facilities 
planning to local school districts that lack the resources and expertise to 
obtain these services locally. Among the types of assistance provided are: 

• Planning of new school facilities. 
• Planning for renovation of existing facilities. 
• Evaluation of existing facilities. 
• Financial planning for school construction. 
Our analysis indicates that the request is reasonable, and accordingly, 

we recommend approval. 

III. STATE OPERATIONS 

A. DEPARTMENT OF EDUCATION (Items 6100-001-001 and 6100-001-890) 

1. Overview of 1983-84 Proposed Budget 
This section discusses the overall state operations (administration) 

budget for the Department of Education (SDE) and related agencies, as 
well as those administrative activities that are not directly tied to a particu
lar local assistance program: (1) program evaluation, (2) curriculum serv
ices, and (3) library services. Administrative issues related to particular 
local assistance programs, such as the School Improvement Program, are 
discussed in connection with the program itself. 

a. Expenditures. Table 53 shows state operations expenditures for the 
SDE, special schools, and State Library in the prior, current, and budget 
years. These expenditures are proposed at $132.7 million in 198~, of 
which $63.9 million is requested from the General Fund. The proposed 
General Fund increases for the special schools and the State Library are 
$1,534,000 (5.3 percent) and $387,000 (6.0 percent), respectively. These 
increases will grow by the amount of any salary or staff benefit increase 
approved for the budget year. 

The budget proposes a $2,296,000, 8.0 percent, decrease in General Fund 
support for the department. This, however, makes no allowance for the 
cost of any salary or staff benefit increase that may be approved in the 
budget year. The Department of Finance estimates that each 1.0 percent 
of salary increase will require $518,000 in additional General Fund support 
for the SDE and related agencies. 

Table 53 shows that total Department of Education expenditures are 
expected to decrease by $0.2 million, or 0.3 percent, while General Fund 
expenditures by the department are proposed to decrease by $2.3 million, 
or 8.0 percent. The most significant reasons for the difference between the 
change in total expenditures and the change in General Fund expendi
tures are (1) anticipated increases in federal funds ($0.6 million) and (2) 
a technical change in the way reimbursements to a Special Deposit Fund 
($1.5 million) are displayed in the budget. 
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Table 53 

State Operations Funding 
(in thousands) 

Actual Estimated Proposed 
1981-82 1982-83 1983-84 

A. Department of Education Fund-
ing: 
General Fund .................................. $31,807 $28,839 " $26,543 
Federal funds .................................. 29,727 30,722 31,297 
State School Building Lease-Pur-

chase .......................................... 401 477 495 
Driver Training Penalty Assess-

ment .......................................... 309 244 254 
Environmental License Plate .... 101 
Private Postsecondary Adminis-

tration ........................................ 434 955 986 
Student Tuition Recovery ............ 47 49 
Special Deposit .............................. 1,528 
Special Account for Capital Out-

lay .............................................. 22 51 
State School .................................... 114 ---

Subtotals .................................. $62,700 $61,449 $61,253 
B. Special Schools Funding: 

General Fund .................................. $28,389 $29,013 $30,547 
Subtotals .................................. $28,389 $29,013 $30,547 

C. Division of Libraries Funding: 
General Fund ................................ $6,676 $6,458 " $6,845 
Federal funds .................................. 851 1,010 1,039 
Special Account for Capital Out-

lay .............................................. 805 ---
Subtotals .................................. $7,527 $8,273 $7,884 

D. Surplus Property Revolving 
Fund ................................................. $10,480 $25,200 $26,337 

E. Local Assistance Administration b $248 $1,180 
F. Reimbursements c .......................... $8,670 $8,256 $6,607 

Totals ........................................ $118,014 $133,371 $132,728 
General Fund. ....................................... $68,872 $64,310" $63,935 
Federal funds .. ; ..................................... 30,578 31,732 32,336 
Other state funds d 

•••••.•..••••••••••.•••••••••• 20,564 37,329 36,457 

Item 6100 

Change 
Amount Percent 

-$2,296 -8.0% 
575 1.9 

18 3.8 

10 4.1 
101 100.0 

31 3.2 
2 4.3 

1,528 100.0 

-51 -100.0 
-114 -100.0 ---

-$214 -0.3% 

$1,534 5.3% 

$1,534 5.3% 

$387 6.0% 
29 2.9 

-805 -100.0 ---
-$389 -4.7% 

$1,137 4.5% 
-$1,180 -100.0% 
-$1,549 -18.8% 

-$643 -0.5% 
-$375 -0.6% 

604 1.9 
-872 -2.3 

"Amounts are those shown in the Governor's Budget and do not reflect the 2 percent General Fund 
reductions pursuant to the Executive Order D-1-83. These reductions equal $577;000 for the depart
ment and $129,000 for the State Library. 

b The decrease in 1983-84 is due to a change in budgeting. Local assistance administration will be appro
priated in state operations and not transferred from local assistance as has been the practice in prior 
years. 

"The decrease in reimbursements is due to a change in identity for special deposit funds which will not 
be classified as reimbursements m 1983-84. Special deposit funds will be continuously appropriated 
under Government Code Section 16370. 

dlncludes reimbursements, state school building lease-purchase, surplus property revolving, driver train
ing penalty assessment, environmental license plate, private postsecondary administration, student 
tuition recovery, special depOSit, special account for capital outlay, state school, and local assistance 
administration. 

The General Fund increases for the special schools and the State Library 
in the budget year are caused primarily by baseline adjustments-restora
tion of the employer's contribution to the PERS after a one-time reduction 
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in the current year, and adjustments needed to compensate for the effects 
of inflation on operating expenses and equipment purchases. The budget 
shows an expenditure decrease for the State Library because the current
year budget contains one-time funding for relocating the Sutro Library. 

b. Significant General Fund Changes in 1983-84. Table 54 shows the 
components of the $375,000 (0.6 percent) decrease in General Fund sup
ported state operations for SDE and related agencies, between the cur
rent and budget years. 

Table 54 
Proposed 1983-84 General Fund Budget Changes 

State Operations 
(in thousands) 

1982-83 Base Budget............................................................................................ $64,310 
A. Changes to maintain existing budget 

1. Restore employee compensation .......................................................... $1,795 
2. Merit salary increase ................................................................................ 304 
3. Price increases ............................................................................................ 861 
4. Workload changes...................................................................................... 664 

Total, changes to maintain existing budget .................................. .. $3,624 
B. Program Change Proposals 

1. Legal staff reduction ............................................................................... . --':$140 
2. State educational block grant ................................................................ . -3,859 

Total, Program Change Proposals.,...................................................... -$3,999 
Total Change:................................................................................................ -$375 

Amount 
Percent........................................................................................................ 0.6% 

Total 1983-84 Support ........................................................................................ $63,935 

The most significant changes shown in Table 54 are (1) the decrease 
that is proposed in SDE state operations on account of the State Educa
tional Block Grant (-$3,859,000), (2) increases for price adjustments 
($861,000), and (3) increase to restore the employer's PERS contribution 
($1,795,000). Later in this analysis, we discuss in more detail the decreases 
associated with the proposed State Educational Block Grant. 

Table 55 
Department of Education 

Personnel Years by Fund Source 

Actual Estimated Proposed Change 
1981-82 1982-83 1983-84 Amount Percent 

Department of Education 
General Fund ........................................ 501.1 542.0 464.3 -77.7 -14.3% 
Federal funds ...................................... 438.3 449.3 447.5 -1.B -0.4 
Other funds .......................................... 51B.2 568.4 568.5 .1 

Subtotals ............................................ 1,457.6 1,559.7 1,480.3 -79.4 -5.1% 
State Library 

General Fund ........................................ 145.7 141.1 138.6 -2.5 -1.B% 
Federal funds ........................................ 15.2 17.4 17.4 
Other funds .......................................... IB.B IB.7 IB.7 --

Subtotals ............................................ 179.7 177.2 174.7 -2.5 -1.4% 
Special Schools 

General Fund ........................................ 992.4 1,015.4 1,015.4 
Other funds .......................................... 57.4 65.1 63.9 -1.2 -1.B% 

Subtotals ............................................ 1,049.B 1,080.5 1,079.3 -1.2 -0.1% 
Department Totals 

General Fund ........................................ 1,639.2 1,698.5 1,618.3 -.80.2 -4.7% 
Federal funds ........................................ 453.5 466.7 464.9 -1.8 -0.4 
Other funds .......................................... 594.4 652.2 651.1 -1.1 -0.2 

Totals .................................................. 2,687.1 2,817.4 2,734.3 -83.1 "':2.9% 
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Personnel. Table 55 shows the number of funded positions, by fund 
source, in the Department of Education, the special schools, and the State 
Library. The budget proposes an 83.1 (2.9 percent) decrease in the num
ber of funded positions, of which 80.2lil"e now supported from the General 
Fund. This amounts to a 4.7 percent reduction in General Fund-supported 
positions. The primary reasons for these decreases are (1) the proposed 
deletion of71.4 positions to reflect reduced workload that would accompa
ny the proposed block grant and (2) a decrease of 5.0 positions in the 
department's legal office. Both of these reductions are discussed later in 
this Analysis. 

e. Operating Expenses and Equipment (OEE). Table 56 presents the 
line item display for operating expenses and equipment (OEE) for the 
SDE and its related agencies. 

Table 56 

Operating Expenses and Equipment 
(in thousands) 

Actual Estimated Proposed 
1981-82 1!J82-.83 1983-84 

General Expenses ............................ $3,410 $2,952 $1,759 
Printing ................................................ 1,000 955 943 
Communications ................................ 1,557 1,485 1,525 
Postage ................................................ 599 388 387 
Travel-in-state .................................... 2,937 2,714 2,698 
Travel-out-of-state ............................ 101 149 149 
Training .............................................. 7 56 56 
Facilities operation .......................... 3,964 4,177 4,203 
Utilities ................................................ 1,161 1,300 1,542 
Consultant and Professional Serv-

ices ................................................ 10,190 11,044 10,899 
Departmental services .................... 282 803 947 
Consolidated data centers .............. 1,075 888 888 
Data Processing ................................ 1,185 766 767 
Central administrative services .... 3,005 2,960 2,698 
Equipment .......................................... 371 1,678 837 
Other Items of Expense .................. 2,799 2,943 3,145 
Commodities costs ............................ 3,996 18,038 18,775 
Surplus Property Demonstration 

Project.. ........................................ 118 384 612 
Unallocated reduction ...................... -1,702 

Totals ............................................ $37,757 $53,680 $51,128 

Change 
Amount Percent 
-$1,193 -40.4% 

-12 -1.3 
40 2.7 

-1 -0.3 
-16 -0.6 

26 0.6 
242 18.6 

-145 -:-1.3 
144 17.9 

1 0.1 
-262 -8.9 
-841 -50.1 

202 6.9 
737 4.1 

228 59.4 
-1,702 

-$2,552. -4.8% 

As shown in Table 56, OEE expenses are proposed to decrease by $2.6 
million, or 4.8 percent, in the budget year. The primary factors causing this 
decrease are (1) a reduction in general expenses (-$1.2 million), (2) an 
unallocated reduction associated with the proposed block grant (-$1.7 
million), and (3) a reduction in equipment purchases (-$0.8 million). 
These decreases are partially offset by (1) increases for surplus property 
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commodity costs and demonstrationjrOjects ($1.0 million) and (2) in
creases for departmental services an utilities ($0.4 million). 

F. 1982-83 Department Expenditures. In the first six months of the 
current year, the department's General Fund expenditures exceeded the 
amount budgeted by an amount that, on an annual basis, is equivalent to 
approximately $1.6 million. Not only must the department bring its rate 
of expenditures into line with budgeted resources, and offset the deficien
cy remaining from the July-December period, it must also reduce General 
Fund expenditures by $577,000 pursuant to Executive Order D-I-83, 
which requires a 2 percent reduction in General Fund supported state 
operations. 

The department has instituted a variety of actions to stay within author
ized General Fund resources during the current year. These actions in
clude: 

• Shifting General Fund personnel to work on federally-funded 
projects. 

• Reducing operating expenses and equipment costs, primarily in the 
areas of consultant and professional services and in-state travel. 

G. 1983-84 Governors Budget. As shown in Table 55, the budget pro
poses a reduction of 77.7 General Fund person-years for the department 
between 1982-83 and 1983-84. These reductions reflect (1) normal work
load and administrative adjustments (1.3 person-years and $23,000), (2) an 
administration proposal to reduce legal staff in line agencies (5.0 person
nel years and $140,000), and (3) implementation of the proposed State 
Educational Block Grant (71.4 personnel years and $3,859,000). 

Legal Office Reduction. The budget proposes to delete 5.0 positions 
(3.0 professional and 2.0 clerical) and $140,000 (General Fund) from the 
department's legal office. This reflects the administration's policy decision 
to centralize the provision of legal services in the Attorney General's 
office. 

In the current year, the SDE legal office includes 16.9 positions, of which 
10.0 positions are supported from the General Fund at a cost of $459,000 
(excluding the cost of defending the department in pending litigation 
stemming from the Serrano v. Priest decision). The budget proposes to 
reduce 50 percent of the General Fund positions but only 30 percent of 
the funds associated with these positions. This is because the budget pro
poses to (1) reduce only the salary and some staff benefits associated with 
the five positions, and (2) eliminate the lowest cost professional and cleri
cal positions. The budget does not reduce all the staff benefits or any OEE 
associated with these positions. If funding for all staff benefits and OEE 
associated with these positions is also reduced, additional General Fund 
reductions would be possible. 

The 10.0 General Fund-supported positions provide legal assistance to 
the SDE and the State Board of Education with regard to (1) allocation 
of state aid to school districts and (2) development of regulations for 
implementing legislation. In addition to these duties, the legal office staff 
also provide assistance to the Attorney General's staff when there is litiga
tion on state education programs. 

To the extent that the proposed reduction would result in either (1) 
lower quality legal work Jor the. department and board resulting in in
creased litigation and state costs or (2) less assistance to the Attorney 
General's staff resulting in loss of cases affecting state costs which other
wise would have been won, the proposed savings could result in increased 
General Fund costs for future budgets. 
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We make no recommendation on the administration's proposed reduc
tion because we have no analytical basis for determining whether either 
of the possible effects of the proposed reduction will occur, resulting in 
increased future GeneralFuna costs. We suggest, however, that the SDE 
be prepared to comment on whether the proposed reduction would lead 
to increased costs for future budgets. 

Block· Grant Related Reductions 
We withhold recommendation on the proposed reduction in state ad

ministration (13,859,000) related to the block grant proposal, pending re
ceipt of adequate justification for thisproposaJ. 

The budget proposes to reduce General Fund-supported state adminis
tration for the nine local assistance programs proposed for consolidation 
into the State Educational Block Grant. The budget also proposes to fold 
funding for the administration of vocational education into the block 
grant, although vocational education local assistance is not proposed for 
inclusion in the block grant. The total reduction in state operations is 71.4 
personnel-years and $3,859,000, which is a 13 percent reduction from cur-
rent-year levels. . 

The budget, however, provides no information that would allow us to 
analyze the proposed reduction. Specifically, it fails to identify (1) what 
activities would no longer be performed and the positions now required 
to perform those activities, (2) what activities would still need to be 
performed and the workload standards for those activities, or (3) whether 
these are half- or full-year savings (the budget assumes that savings in local 
district administration of these programs are half-year.) In fact, tHe budget 
states that this is an unallocatea reduction; and the details will be devel
oped at a later date. Consequently, the Legislature currently has no infor
mation that could be used to judge the practicality or effects of the 
proposed reduction. 

Pending receipt of justification for the proposed state administration 
funding level from the Departments of Finance and Eduction, we with
hold recommendation on the state block grant administration reduction. 

Attorney Fees 
We recon)meni/ that (1) the attorney fees for defending the Superin~ 

tendent of Public Education in the Serrano case be separately identified 
in the Department of Education s appropriation, and (2) any expenditure 
of these funds be subject to approval by the Director of Finance. 

The Governor's Budget contains $525,000 for defense attorney fees in 
the Serrano v. Priest case. 

These funds might not be required in 19~ because the case current
ly is in the trial phase, and is expected to be completed by late Spring or 
early Summer of 1983. The case, however, could continue into 19~ 
because of unanticipated delays. Additionally, after the trial court ruling, 
the state or plaintiffs may decide· to appeal the trial court decision, pro
longing the need for additional funds. 

For these reasons, the amount of funds needed for Serrano defense 
attorney fees in 19~ is unknown at this time. In order to ensure that 
any unneeded funds are not reallocated to other purposes, we recommend 
that the $525,000 requested for defending the superintendent be separate
ly identified in the Department of Education's appropriation, and that any 
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expenditure of these funds be subject to approval by the Director of 
Finance. 

State Publications Report. Pursuant to Ch 1632/82, state agencies are 
required to include with their budget request (1) a report on legislatively 
mandated publications which require 100 or more employee hours to 
produce, and (2) recommendations as to whether any of these publica
tions should be discontinued. Our office is required to review the report 
and recommend in this Analysis whether any publication should be dis
continued. 

The Department of Education did not submit with its budget request 
the report required by Ch 1632/82. The department intends to submit the 
report before budget hearings. We will be prepared to comment on the 
department's report at that time. 

2. Office of Program Evaluation and Research (Item 6100-001-001) 
The Office of Program Evaluation and Research (OPER) is the depart

ment's centralized evaluation unit. Its main functions are, the administra
tion of (1) the California Assessment Program, (2) various evaluations, 
and (3) the California High School Proficiency Examination. In the cur
rent year, OPER has 64.5 authorized positions. 

Table 57 shows OPER's expenditures and funding. 

Table 57 

Expenditures and Funding for the Office 
of. Program Evaluation and Research 

(in thousands) 

Actual Estimated Proposed Change 
1981-82 19f32....83 1983-<94 Amount Percent 

State Operations: . 
Special studies .... " .. """ .. ;" ... """.,,.,, ..... . 
California Assessment Program""".". 
California High School. Proficiency 

Examination (CHSPE) ".".""""" 
Student proficiency"" ... ,,,,,,,,,.,,,,,,,,,,,,. 
Other mandated evaluations "."""",,. 

Subtotals """"""".".""."""""""""." .. 
Local Assistance"""".""""."".""".".".""" 

Totals .""""""""""""".""."""".""""" 
General Fund".""""""""""."".".""".""." 
Federal funds ."""""".""""."""""""""."" 
Reimbursements """.""""".""." .. ",,,,,.,,.,, 
Special Deposit Fund""""".""""".""""" 

$169 
2,062 

750 
540 

1,547 

$5,068 
$193 

$5,261 
$2,484 
2,265 

512 

$143 
1,430 

557 
323 

1,828 

$4,281 
$80 

$4,361 
$1,399 
2,405 

557 

$148 
1,463 

566 
334 

1,876 

$4,387 
$80 

$4,467 
$1,454 
2,447 

566 

a. Ca.lifornia High School Proficiency Exam (CHSPE) 

$5 
33 

9 
11 
48 

$106 

$106 
$55 
42 

-557 
566 

3.5% 
2.3 

1.6 
3.4 
2.6 
2.5% 

2.4% 
3.9% 
1.7 

-100.0 
1{}(}.O 

We recommend that, during budget hearings, the Departments of Fi
nance and Education submit a plan on how they propose to fund the 
CHSPE deficit. 

Chapter 1265, Statutes of 1972, established an examination process 
which provides students an opportunity to obtain a certificate ofproficien
cy before their formal graduation from high school. The examination is 
administered by the department, and all test questions are developed by 
OPER. The exam is given three times annually at apprOximately 100 
centers statewide. Currently, a $20 fee-the maximum fee allowed by 
law-is charged those taking the CHSPE in order to cover the cost of the 
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exam, including the OPER staff costs. 

Item 6100 

Our analysis indicates that the· current $20 fee is not sufficient to cover 
the costs to the state of administering the exam. Specifically, we find that 
revenues are overestimated and the costs of the program are 
underestimated. 

Revenues Overestimated. The Governor's Budget estimates that the 
department will receive fees of $566,000 in the budget year. Actual fee 
revenues in 1981-82 and estimated fee revenues in 1982--83, however, are 
$562,250 and $451,120, respectively. For revenues in the budget year to 
reach the $566,000, therefore, they will have to increase by $115,000, or 25 
percent, over estimated 1982-83 revenues. We do not believe this is likely 
to occur. 

Costs Underestimated The budget fails to show the full costs of the 
CHSPE program. Instead, the budget assumes that program costs in 1983-
84 will be equal to estimated fee revenues. This assumption, however, is 
not valid. We estimate thatthe full program costs of 1983-84 will be at least 
$730,000, or $164,000 higher than budgeted 1983-84 fee revenues. Our 
estimate is based on actual contract costs in 1982-83 ($615,940), and actual . 
state administrative cost in 1981-82 ($114,538). Neither'contract costs nor 
state administration costs can be reduced significantly and still provide the 
program at the legislatively established level, because the examin,ation 
must be given to any qualified person who requests it. 

Consequently, we estimate that the budget contains a hidden deficit of 
at least $164,000. The effect of this hidden deficit will be that the expendi
ture plan approved by the Legislature will have to modified, without the 
Legislature having an opportunity to specify what activities should be 
reduced in order to generate the funds needed to cover the deficit. 

For this reason, we recommend that, during budget hearings, the De
partments of Finance and Education submit a plan on how they propose 
to fund the CHSPE deficit. 

3. Curriculum Services 
To assist school districts and other agencies in improving instruction, the 

Curriculum Services Unit administers the following seven programs: (1) 
physical education, (2) health education, (3) personal and career develop
ment, (4) special curriculum programs, (5) traffic safety, (6) parenting, 
and (7). computer education. For 1983-84, the budget proposes $3.8 mil
lion (all funds) for these programs, a reduction of $1.7 million, or 31 
percent, from the 1982-83 level. . 

This $Ll million decrease consists of a General Fund reduction of $1.1 
million and a reduction in federal funds of $0.6 million. The General Fund 
reduction of $1.7 million reflects the budget's proposal to include Educa
tional Technology within the State Educational Block Grant. The federal 
funds reduction of $635,000 results primarily from the inclusion of a feder
ally-funded Career Education program within the federal block grant. 

Environmental Education (Items 6100-001-140 and 6100-181-140) 
We recommend approval. 
The Curriculum Services Unit administers the Environmental Educa

tion program which provides approximately 30 grants annually to local 
education agencies, other governmental agencies, and nonprofit organiza
tions to establish interdisciplinary education programs related to the envi" 
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ronment, energy, and conservation. The budget proposes to fund both 
local assistance ($399,000 in Item 6100-181-140) and state operations ($101,-
000 in Item 6100-001-140) for this program from the Environmental Li
cense Plate Fund-a total of $500,000. Our analysis indicates that the 
proposal is reasonable, and therefore we recommend approval. 

Educational Technology (Item 6100-218-(01) For 1983-84, the budget 
proposes to fold the Educational Technology program into the State Edu
cational Block Grant (Item 6100-218-(01). The block grant includes $232,-
000 in state operations and $870,000 in local assistance-the same amount 
appropriated for Educational Technology in 1982-83. . 

As a categorical program, Educational Technology seeks to provide 
instructional telecommunications services for schools. Through the State 
Instructional Television Advisory Committee, grants are awarded for the 
development of instructional television and radio programs. In ad~tion, 
the SDE approves the plans of local educational agencies for educational 
technology programs. According to the SDE, in 1981-82,310 school dis
tricts conducted educational technology programs invqlving 1.7 million 
pupils statewide. . 

4. University and College Opportunities Program 
The goal of the University and College Opportunities (UCO) program 

is to assist high schools in increasing the number of students from under
represented groups that are eligible for university admission. The· pro
gram is adxninistered by four positions within the State Deparj:ment of 
Education. The budget proposes $250,000 from the General Fund for UCO 
in 1983-84, an increase of 3 percen,t from 1982-83. Services provided by 
UCO prograzn staff include (1) coordination offederally-funded innova
tive projects, (2) a UCO "network" to encourage program replication and 
information sharing, (3) liaison with the Mathematics, Engineering, 
Science Achievement (MESA) program, (4) workshops to bring together 
high school and university officials, (5) coordination with parent and com
munity support groups, and (6) linking outstanding students With existing 
scholarship and fellowship programs; 

Role of Postsecondary Education Segments in K-12 Outreach. In the 
postsecondary education overview in this Analysis, we note that the three 
postsecondary education segments are involved in outreach activities, in 
which program staff work with underrepresented minority students at
tending secondary schools, in order to increase their enrollment in institu
tions of postsecondary education. In the postsecondary overview, we . 
recommend that the Legislature adopt a policy specifying that certain 
outreach programs are the sole responsibility of the K-12 segment. We 
also recommend that the three postsec(mdary education segments, the 
California Postsecondary Education Commission (CPEC), and the State 
Department of Education develop a plan for making the transition tothe 
proposed new policy. 

5. Private Postsecondary ~ducation (Item 6100-001-305) 
The Office of Private Postsecondary Education (OPPE) within the 

Department of Education, regulates private schools in the state, and is the 
adffiinistrative arm of the Council for Private Postsecondary Educational 
Institutions. OPPE receives its authority from the Private Postsecondary 
Education Act of 1977 (Ch 1202/77), which requires OPPE to review and 
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approve most private postsecondary schools operating in the state. The 
OPPE also has a contract with the U.S. Veterans Administration, which 
requires OPPE to make an annual visit to schools enrolling veterans. 

The office also administers a Student Tuition Recovery Fund, which 
reimburses students enrolled in private postseccndary schools for a por
tion of their tuition payments when schools close before the students have 
completed their instructional program. 
. OPPE is self-supporting, and derives its revenues from (1) federal reim
bursements, (2) fees charged to private schools seeking state licensure, 
and (3) charges assessed to the Student Tuition Recovery Fund for its 
administration. Table 58 shows OPPE support for the past, current and 
budget year. ' 

Table 58 
Office of Private Postsecondary Education Expenditures 

(doH.rs in thousands) 

Actual Estimated Proposed Change 
1981-82 1!J82....8.'J, 1983-84 Amount Percent 

State Operations .................................................... $1,590 $2,401 $2,468 $67 2.8% 
Local Assistance ...................................................... 152 222 222 -- -- --'.' 

Totals ................................................................ $1,742 $2,623 $~,690 $67 2.6% 
General Fund .......................................................... $74 
Federal Trust Fund .............................................. 727 $1,399 $1,433 $34 2.4% 
Student Tuition Recovery Fund ........................ 159 269 271 2 .7 
Private Postsecondary Education Fund .......... 434 955 986 31 3.2 
Reimbursements .................................................... 348 ,. 

Positions ................... : ........... : .................................... 33.8 35.4 35.4 

The budget requests $2,468,000 for OPPE's state operations in the 
budget year, inchlding $986,000 from the Private Postsecondary Fund 
(Item 6100-001-305). This amount represents a $67,000 (2.8 percent) in
creaSt;l from current-year estimated expenditures of $2,401,000. The 
budget also requests $222,000 from the Student Tuition Recovery Fund for 
local assistance expenditures-an amount equal to estimated current-year 
expenditures. 

Firearms Training Schools. In. our analysis of the budget request for 
the Department of Consumer Affairs, we recommend that the responsibil
ity for regulation of firearms training schools be transferred from the 
Bureau of Collection and Investigative Services in the Department of 
Consumer Affairs to the Office of Private Postsecondary Education. This 
recommendation will be heard by the fiscal subcommittees which consid" 
er the Department of Consumer Affairs budget request. Any increased 
workload assigned by the Legislature to the OPPE as a result of this 
recOmmendation would be funded from fees imposed on these schools in 
accordance with current statutory authority granted to OPPE. According
ly, no action on this matter needs to be taken by the fiscal subcommittees 
which consider the budget request of the Department of Education .. 

B. STATE LIBRARY (Items 6100-011-001, 6100-211-081, 6100-211-890, and 
6100-011-870) 

1. Overview 
The State Library (1) maintains reference and research materials for 

state government, (2) provides support to local public libraries, and (3) 
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provides library services to the blind and physically handicapped in North
ern California. 

The state operations budget for the State Library supports the mainte
nance of the various library collections (law, reference, Sutro, govern
ment publications, etc.), the provision of consultant services to public 
libraries, and the administration of the California Library Services Act 
(CLSA). The local assistance component consists of state and federal 
grants to public libraries and library agencies, and support of local re
source sharing through the creation and maintenance of a data base of 
California public library materials. Table 59 shows the funding level for 
the State Library in the prior,. current, and budget years. The $220,000 
reduction in total funding for statewide library support and development 
shown in the table primarily reflects the elimination of one-time capital 
outlay funding provided in 1982-83 to pay for the costs of moving the Sutro 
Library to a new location in San Francisco. 

Table 59 

State Library Expenditures and Funding 

Actual Estimated Proposed Change 
1981-82 1982-83" 1983-84" Amount Percent 

State Operations: 
Reference for the Legislature ............ $722 $717 $738. $21 2.9% 
Statewide library support and devel-

opment ............................................ 2,466 3,009 2,269 -770 -25.3 
Special clientele services ................. , .. 1,302 1,372 1,402 30 2.2 
Support services .................................... 3,072 3,157 3,489 332 10;5 --

Subtotals .............................................. $7,562 $8,285 $7,898 -$387 -4.7% 
Local Assistance: 

Statewide library support and devel- . 
opment ............................................ $10,116 $10,736 $10,901 $165 1.5% 

Totals .................................................... $17,678 $19,021 $19,799 -$220 -1.1% 
State Operations: 

General Fund ........................................ $8,677 $8,457 $8,846 $389 6.0% 
Special Account for Capital Outlay .. 805 -805 -100.0 
Federal Funds ........................................ 872 1,010 1,039 29 2.9 
Reimbursements .................................... 13 13 13 

Local Assistance: 
General Funds ...................................... $5,484 $5,520 $5,685 $185 2.9% 
Federal Funds ........................................ 4,632 5,216 5,216 

a Does not include recent augmentation of Federal LSCA funds totaling $1.6 million. 

a. Summary of Changes Table 60 displays the changes in the State 
Library budget proposed for 1983-84. 

The budget proposes a $389,000 (6.0 percent) increase for state opera
tio~s, prima.rHy for the J?urpose of funding. increases in employee compen
sation, ment salary adjustments, and adjustments needed to offset the 
effect of inflation on operating expenses and equipment. The budget also 
reflects a $25,000 reduction to eliminate funding no longer needed for rent 
in connection with the Sutro Library in San Francisco. For local assistance, 
the budget proposes a 2.9 percent cost-of-living adjustment ($165,000) for 
the California Library Services Act. 



1450 / K-12 EDUCATION 

DEPARTMENT OF EDUCATION-Continued 
Table 60 

State Library General Fund Budget Changes 
1983-14 

(in thousands) 

State Operations: 
Revised 1982-83 Budget. ........................................................................................ . 
To Maintain Existing Budget 

1. Price Letter ................................................ ; .................................................... . 
2. Employee Compensation ..•......................................................... ~ ................ . 
3. Merit Salary Adjustments ............................................................................. . 
4. Sutro Library Rental ..................................................................................... . 

Total Change: 
Amount. ................................................................................................. . 
Percent ................................................................................................. . 

Total State Operations, 1983-84 ......................................................... . 
Local Assistance: 

~~~~:t~::a Jo~::~:::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::::: 
Total Change: 

Amount. ................................................................................................ . 
Percent ................................................................................................. . 

Total Local Assistance, 1983-84 ........................................................... . 

b. State Library-State Operations (Items 6100-011·001) 
We recommend approvaL 

$232 
137 

45 
-25 

$165 

Item 6100 

$6,457 

$389 
6% --

$6,846 

$5,520 

$165 
2.9% --

$5,685 

The budget requests an increase of $389,000, or 6 percent, in General 
Fund support for the library state operations. Our review indicates that 
this request is. reasonable, and we recommend approval. 

Table 61 
California Library Services Act 

General Fund Expenditures by Component 
(in thousands) 

Actual Estimated Proposed Change 
1981-112 1982-83 198.'J...1J4 Amount Percent 

State Operations: 
Board .................................................................. $51 $53 $54 $1 1.9% 
Administration .................................................. 61 78 82 4 5.1 
Program .............................................................. 158 159 166 7 4.4 -- -- --

Subtotals ......................................................... $270 
Local Assistance: 

~290 $302 $12 4.l% 

System reference ............................................ $1,387 $1,404 $1,446 $42 2.9% 
Transactions-direct loan ............................... 3,006 1,700 1,751 51 3.0 
Transactions-inter-library loan .................. 896 923 27 3.0 
Consolidations and affiliations. '" .................. 38 50 51 1 2.0 
Statewide data base ........................................ 87 487 502 15 3.0 
System communication and delivery .......... 939 948 976 28 2.9 
System advisory boards .................................. 27 35 36 1 2.8 -- --

Subtotals ........................................................ $5,484 $5,520 $5,685 " $165 2.9% 
Totals .............................................................. $5,754 $5,810 $5,987" $177 3.0% 

a Does not include a federal Library Services and Construction Act funds augmentation. 
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2. Local Assistance-California Library Services Act (Item 610-211-001) 
General Fund support to public libraries and regional library coopera

tive systems is provided under the California Library Services Act (CLSA) 
for the purposes of: 

• encouraging the sharing of resources between libraries, 
• encouraging libraries to serve the underserved, and 
• reimbursing libraries for providing services outside their jurisdiction 

or beyond their normal clientele. 
The Act is administered by the State Librarian, who serves as chief execu
tive officer of the 13-member California Library Services Board. The 
board was established under the CLSA to adopt rules, regulations, and 
general policies for the implementation of the act. Programs for libraries 
and library systems are funded by formula, transaction-based reimburse
ments, or through service plan agreements. 

Table 61 indicates CLSA funding by component. 

a. State-Supported System Reference Services 
We recommend that state funding for system reference centers be delet

e~ for a General Fund savings of$1,44~ooo, because no statewide interest 
appears to be served by these centers and reference services can be pro
vided by local libraries and two federally-funded reference centers. 
(Reduce Item 6100-211-001 by $1,44~OOO.) 

One component of the CLSA provides state funding for 20 system refer
ence centers which are part of regional library systems. As shown in Table 
61, the Governor's Budget requests $1,446,000 for these centers in 1983-84. 
These funds are allocated to the systems using a formula recently adopted 
by the California Library Services Board. The formula is based on the 
number of member libraries in each system and the population served by 
that system. These funds are used to supplement (1) locally-funded refer
ence activities and (2) $745,000 in federal funds allocated in 1982-83 under 
the Library Services and Construction Act to two major reference centers 
-tlle Southern California Answering Network (SCAN) and the Bay Area 
Reference Center (BARC). 

In general, library reference services seek to provide answers to- ques-
tions posed by library patrons. Typically, a patron poses a question over 
the telephone or at thelibr!l!Y. This question is thenha.ndledin:- the 
following manner: ·(1) the locally-funded library staff attempts to answer 
the question-if it is unable to do so, it (2) forwards t~ q~estian.tothe. 
state-funded reference centers, which usually are noused atone of the 
major libraries in the area-if the state funded reference center is unable 
to ascertain the answer to the question, it is (3) forwarded to. the federaIIy 
funded BARC or SCAN-usually the reference center of last resort. We 
question the need for state support of system reference centers for three 
reasons: 

1. It is not apparent what statewide (as opposed tolocal)benefitresultN . 
from providing reference seryices at .state. expense~ . . 

2. Given the availability of local and federal funds£orre£erenceserv
ices, it is not clear why the state should use its limited sources to support 
these services; 

3. Our analysis indicates that the use of state supported reference serv
ices is inversely related to the priority that Iocallioraries give to reference· 
service. If reference service is a high. hlcal. ~,;.locallibraries will 
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usually not have to forward questions to the state-supported reference 
centers for answers. If, however, local libraries choose to allocate few 
resources for reference service, the state will find itself in the position of 
funding a service which has a relatively low priority to the local commu
nity, while higher priority activities are being cut back. 

We conclude that reference service can be provided locally, supple
mented as necessary by the major resources of the federally supported 
BARC and SCAN systems. On this basis we recommend the elimination 
of state-supported CLSA reference center services, for a General Fund 
savings of $1,446,000. 

One effect of our recommendation would be to necessitate that local 
libraries be more discriminating in accepting questions for reference be
cause they cannot simply be passed on to a state funded higher level. 
Currently there is no incentive for selectivity in researching answers to 
reference questions and although many questions are reasonable, local 
libraries may be allocating resources to search for answers to trivial ques
tions or passing them on to the state-supported reference centers. Exam
ples of questions which we consider to be trivial and that should probably 
be declined by librarians include: (1) was a 1957 Dodge Custom Royal 
convertible available in pink? (2) What are the lyrics to various songs? (3) 
how to bleach pine cones, and (4) how to build a chicken feather plucker. 

b. Transaction Based Reimbursements 
In an effort to encourage the sharing of resources between library juris

dictions, the CLSA includes a component to provide two types of reim
bursement to libraries which lend materials to individuals residing beyond 
their jurisdiction: 

• for inter-library Joan (ILL), the lending library currently receives a 
partial reimbursement of $2.71 for the handling cost of each item sent 
to other jurisdictions. In addition to the reimbursement, the items to 
be lent often are delivered to the requesting library via a CLSA
funded system of trucks and vans or through the U.S. mail. According 
to the librarians we interviewed during our field visits, the ILL reim
bursement only partially offsets the actual cost of making their 
materials available to other libraries. The borrowing library that initi
ates the request receives no reimbursement. 

• for direct Joan (DL), a lending library receives 48 cents for the net 
number of items that patrons from outside the lending library'S juris
diction borrow by actually appearing at the lending library-rather 
than requesting that an item be de~vered to their own library 
through ILL. 

As indicated by Table 61, the budget proposes $923,000 from the General 
Fund to support ILL and $1,751,000 from the General Fund to support DL, 
or a total of $2,674,000 for transaction-based reimbursements. This is ·3 
percent more than estimated expenditures for this purpose in 1982-83. 
These amounts do not reflect an increase in federal Library Services and 
Construction Act funds for 1982-83. The State Librarian has recently 
proposed to allocate these funds to supplement 1982-83 General Fund 
support for transaction-based reimbursements because the number of 
transactions has exceeded the amount of state funds budgeted for reim
bursements. 

ILL and DL Shortfall Problem. There are no limitations on the num-
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ber of reimbursable transactions which are conducted each year. In 1981-
82 and 1982-83, the amount of reimbursements claimed for both types of 
transaction-based costs exceeded the funds budgeted. Chart 6 illustrates 
this shortfall. 
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The 1981-82 shortfall of $415,000 was funded through a redirection of 
existing CLSA funds. As indicated earlier, the State Librarian has 
proposed to fund the 1982-83 estimated shortfall of $729,000 with the 
additional federal Library Services and Construction Act (LSCA) funds. 

As indicated by Chart 6, the State Library estimates that the funding 
shortfall for reimbursing transaction-based claims will be even greater in 
1983-84. In view of this, we suggest that a change in ILL policy is needed. 

Change Needed in Reimbursement Policy for Inter-Library Loan (ILL) 
We recommend that the Legislature adopt Budget Bill language direct

ing the State Librarian to require that libraries participating in the CLSA. 
charge patrons a $1 processing fee for each inter-library loan requested 
under the CLSA.~ so that library patrons will have reason to be more 
selective in requesting this service~ thereby reducing the amount needed 
for CLSA. reimbursements. 

The majority of CLSA liabraries charge no fee (other than the cost of' 
a postcard for patron notification) to their patrons who request that; 
material be borrowed from another library jurisdiction and delivered to 
that patrons' library. Libraries which initiate an ILL request do not re
ceive a CLSA reimbursement. Furthermore, the lending libraries are 
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prohibited from charging a fee to the borrowing library because the lend
ing library receives the $2.71 reimbursement. 

Beca.use ILL is a "free good" at most libraries, patrons have no incentive 
to be selective in making their requests that items be sent from other 
jurisdictions. During our field visits, some libraries indicated that patrons 
occassionally take advantage of ILL privileges. One example of this is the 
failure of patrons to pick up materials they have requested. (The free good 
problem!ioes not apply to DL transactions because to obtain the request
ed material, the patron has to appear personally at the lending library 
resulting in some transportation or personal cost to the patron, thus dis- " 
couraging frivolous or unnecessary requests.) 

Some libraries have, at their own initiative, begun charging a nominal 
fee to their patrons initiating requests for ILL. Each of these libraries that 
we contacted reported a reduction in ILL requests immediately following 
the imposition of fees. 

If all CLSA member libraries charged a nominal fee of $1 for initiating 
ILL transactions, our analysis indicates the results would be as follows: 

• Libraries initiating the ILL request would recover a portion of their 
costs associated with ILL requests. 

• Frivolous or unnecessary ILL requests would be discouraged, while 
necessary requests continue to be made without the patron ex
periencing a major financial burden. 

• By discouraging low priority requests, the fee would result in cost 
savings to both local agencies and the state. 

For these reasons, we recommend that the Legislature adopt the follow
ing Budget Bill language directing the State Librarian to require that all 
CLSA libraries charge a minimum fee for inter-library loans. 

"In order to receive California Library Services Act reimbursement for 
inter-library loan transactions, participating libraries must certify to the 
State Librarian that they are charging a minimum fee of $1 to library 
patrons for each such transaction requested." 

Recommend Federal Fund Offset for CLSA 
We recommend that $~OOO of increased federal Library Services and 

Construction Act funds be used to replace state support for California 
Library Services Act (CLSA) local assistance so as to increase the Legisla
tlires fiscal f1exibilit~ for a General Fund savings of $~OOO. (Reduce 
Item 6100-211-001 by $~OOO). 

California has received an increase in its current-year federal Library 
Services and Construction Act (LSCA) grant. The increase provided $1,-
600,000 of new funds, in addition to the LSCA base grant of $6,255,000. 

Through the Section 28 process, the State Librarian has proposed to use 
the additional funds to supplement state funding for the Transaction
Based Reimbursement (TBR) component of the California Library Serv
ices Act (CLSA). According to the State Librarian, approximately $700,000 
of the increased federal LSCA grant would be used to fund the current
year CLSA-TBR shortfall. The Department of Finance indicates that re
maining LSCA funds ($900,000) would be carried over to 1983-84 to fund 
an anticipated TBR shortfall in the budget year. 
- The proposed use of these unanticipated funds would result in a major 
expansion of the TBR program-a 30 percent funding incI;~~:w;d)yer two 
years. The State Library has provided no justification for using the funds 
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in this manner other than citing the fact that the number of interlibrary 
loan (ILL) and direct loan (DL) requests has increased. 

We concur in the proposed use of $700,000 in federal LSCA monies to 
fund the 1982-83 TBR shortfall. Local libraries have participated in, and 
incurred costs for ILL and DL with the understanding that they would be 
reimbursed. Hence, it makes sense to use these funds for this purpose. 

With regard to the other $900,000, we conclude that these funds can be 
used in a better way than that anticipated by the Department of Finance. 
Imposing a nominal charge for interlibrary loans, as we recommend, 
should reduce the need to supplement funds already budgeted for reim
bursement ofILL and DL costs. Consequently, the additional funds could 
be used to partially reduce General Fund support for CLSA, making 
another $900,000 available to the Legislature for funding its priorities in 
the budget year. Accordingly, we recommend that $900,000 of additional 
LSCA funds be used to replace an equal amount of General Fund support 
proposed for CLSA, for a corresponding savings to the General Fund. 

State-Funded Local Advisory Boards Unnecessary 
We reco.mmend that state funding for System Advisory Boards be elimi

nated because libraries and Jibrary systems receive sufficient public advice 
from other sources, for a General Fund savings of $3~OOO. (Reduce Item 
6100-211-001 by $36,000.) 

Each library system is run by an administrative council composed of the 
librarians from each library in the system. The California Library Services 
Act requires that each library system establish a system advisory board 
(SAB) whose members are representative of the public-at-large. The pur
pose of the SABs is to assist and advise system administrative councils in 
developing and implementing a plan for system services. The budget 
proposes $36,000 for SABs in 1983-84. These funds would be used primarily 
for travel, printing and other costs associated with SAB meetings. In 1982-
83, there are 15 SABs advising a similar number of councils statewide. 

Our analysis indicates that in addition to SABs, there is an abundance 
of nonstate funded public input utilized in library decision-making and 
evaluation. Specifically: 

• Librarians who sit on the administrative councils usually report to a 
publicly-elected city or county council or library commission, and also 
interact with local citizens and library support groups such as 
"Friends of the Library". 

• Many cities and counties have official library advisory boards. 
• The librarians who adminsiter the various systems also receive exten

sive input from the public on an informal basis. 
• Public participation in library decision-making statewide is accom

plished formally through the California Library Services Board, com
posed of representatives of the public-at-Iarge, underserved groups, 
and librarians. Informal participation is accomplished through organi
zations such as the California Library Association. 

Because there appears to be adequate opportunity for the public to 
provide input to those responsible for adminiStering libraries, we conclude 
that elimination of state funding for SABs wouldhave little effect. Accord
ingly, we recommend the elimination of state funding for local SABs, for 
a General Fund savings of $36,000. 
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c. Unfunded Legislation-Chapter 1498, Statutes of 1982 (S8358). 
Chapter 1498, Statutes of 1982 (SB 358) created the Public Library Fund 

to increase the amount of state funds provided to public libraries. Prior to 
Ch 1498/82, the 168 public libraries under local jurisdictions were support
ed primarily from local funding sources. This chapter authorized an appro
priatiop. of state funds to supplement, by up to 10 percent of a "foundation 
program" level, the local funding of each library. A foundation program 
is defined as activities of a library related to its. role as a provider of 
information, education, and cultural enrichment to the community. 

Chapter 1498· appropriated $23 million from the General Fund to the 
Public Library Fund in 1982-83. Because the provisions of the act relating 
to the Public Library Fund become operative after the end of 1982-83, 
however, the act did not result in. an appropriation being made for 1982-
83. The act also stipulated that the annual appropriation to the Public 
Library Fund in 1983-84 and thereafter shall be increased by a percentage 
equal to the prior-year average statewide percentage increase in the total 
revenue limit for all unified school districts. Based on this formula, the 
budget estimates that an appropriation of $25.5 million would be needed 
for the Public Library Fund in 1983-84. 

'f4e budget contains no funds for the program established by Chapter 
1498 in 1983-84. Instead, because the act established a continuing statutory 
appropriation, the budget (Item 6100-495) includes language to revert the 
funds that otherwise would have been appropriated. 

We have no analytical basis for determining how much, if any, funding 
shoUld be provided for Ch 1498/82 in 1983-84. This is a policy issue for the 
Legislature to resolve in the context of its priorities and the amounts 
available for funding these priorities. We note that: 

• If the Legislature decides to appropriate funds for Ch 1498/82 in the 
amount called for by the act, it would refresent a major augmentation 
(450 percent) of state support for loca libraries . 

• If funds are not appropriated for Ch 1498/82, it would not result in a 
funding reduction for local libraries because libraries will continue to 
receive local revenues, state support through the CLSA, and federal 
support through the LSCA. 

3. Library Services and Construction Act (Items 6100-211-890 and 6100-011-
890) 
We recommend approval. 
The federal Library Services and Construction Act (LSCA) has as its 

goals (1) extending library services to underserved areas, (2) improving 
library accessibility for disadvantaged individuals, (3) strengthening ma
jor metropolitan libraries and the State Library, and (4) promoting inter
library cooperation. Funds are provided to the State Librarian who allo
cates them among library agencies within the state. 

Each fall, the State Librarian initiates a grant application process where
by library agencies may seek funds for new services or the extension of 
currently funded services. In 1982-83, the State Librarian, with the advice 
of the California State Advisory Council on Libraries, awarded 26 grants 
to applicants. 

The budget anticipates that the state will receive $5,216,000 in federal 
funds for local assistance through the LSCA-the same amount received 
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in 1982-83. The budget also anticipates receiving $1,039,000 in LSCA funds 
for state operations-an increase of 3 percent (29,000) above the 1982-83 
level. 

As indicated earlier, the Governor's Budget does not include anaddi
tional $1,600,000 in federal LCSA funds recently allocated to California. Of 
these funds, $700,000 has been allocated to meet the 1982-83 shortfall in 
CLSA transaction based reimbursements. In our analysis of the request for 
the CLSA, we recommend that the remaining $900,000 of LSCA funds be 
used to replace state support for CLSA in 1983-84. 

We recommend approval·of this item in order to make the federal funds 
available for allocation by the State Librarian. 

c. K-12 Technical Issues 
In this section, we present issues which are technical in nature. These 

issues relate either to errors in calculating funding requirements for vari
ous programs, or the format of the budget. Specifically, our analysis has 
identified the following technical issues: 

• Funding for the state special schools is overbudgeted. 
• The General Fund match for federal career education funds is not 

needed. 
• One-time data processing costs have not been deleted. 
• Expenditure authority for textbook reimbursements is not provided. 
• The Surplus Property Revolving .Fund is not displayed :;tccura~e~y. 
• The budget format for local asslstance does not contam sufficlent 

information. 

1. Technical Issue-State Special Schools Overbudgeted 
We recommend that $3~450 be reduced from the appropriation for the 

state special schools because the schools historically have failed to spend 
in excess of 1 percent of their General Fund appropriation. (Reduce Item 
6100-006-001 by $~450.) 

For 1983-84, the budget proposes an appropriation of $35,445,000 for the 
state special schools. Our analysis indicates that since 1977-78, the state 
special schools have failed to spend at least 1 percent of their General 
Fund appropriation. Between 1977-78 and 1981-82, the unexpended bal
ance ranged from 1.1 percent to 4.0 percent of the appropriation, and 
averaged 2.0 percent. For example, in 1981-82, $621,000 remained from an 
appropriation of $34,354,000, excluding allocations for employee compen
sation. This was equal to 1.8 percent of the appropriation. A 1 percent 
reduction in the amount budgeted for the special schools in this item 
($354,450) would prevent funds needed for other purposes from being 
unnecessarily tied up in the budget. Accordingly, we recommend that the 
special schools appropriation be reduced by 1 percent ($354,450) to elimi
nate overbudgeting. 

We recognize, however, that prudent fiscal management will leave 
some funds unexpended. Consequently, we recommend that the appro
priation be reduced by one percent, rather than two percent, the average 
unexpended balance since 1977-78. 

2. Technical Issue-Matching Funds for Terminated Program Not Needed 
We recommend that the state matching funds requested for the federal 

Career Education Incentive Act state operations be eliminated because 
the program no longer exist~ for a General Fund savings of $7~OOO. 
(Reduce Item 6100-()()1-()()1 by $7~OOO.) 
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The budget requests $78,000 from the General Fund for career educa

tion state operations. According to the budget, these funds would be used 
to match an equal amount of state operations federal funds under the 
Career Education Incentive program. 

Chapter II of the federal Education Consolidation and Improvement 
Act of 1981 includes career education as one of the programs replaced by 
the federal education block grant. The act eliminates the Career Educa
tion Incentive program as a separate program, and eliminates the require
ment that the state match federal funds available for state operations costs. 

Accordingly, we recommend the deletion of funds requested for the 
state operations 50 percent match, for a General Fund savings of $78,000. 

3. Technical Issue-Data Procesring 
We recommend that the amount budgeted for data processing for the 

instructional materials unit be reduced by $3~OOO to eliminate overbudg
eting, for a General Fund savings of $3~OOO. (Reduce Item 6100-001-001 
by$3~OOO.) 

The department's instructional materials unit uses data processing for 
the textbook ordering and review processes. The budget proposes $242,644 
from the General Fund for this purpose, the same amount as estimated 
expenditures in the current year. The current year, however, includes 
$35,000 in nonrecurring expenditures, due to the developmental costs 
incurred in connection with a new accounting system. 

Our analysis indicates that no increase to the baseline expenditures will 
be needed for data processing in 1983-84. Consequently, we recommend 
a reduction of $35,000 to bring the budget into line with projected expend
itures, and eliminate overbudgeting. 

4. Technical Issue-Instructional Materials 
We recommend that the Legislature adopt Budget Bill language to 

permit expenditure of funds recovered from publishers due to breach of 
contract. 

Since 1981-82, the state has funded three positions in the department 
to process claims against publishers for breach of contract, due to excessive 
textbook charges to school districts. As of May 1982, this claims process had 
recovered $460,000, which has been deposited in the Instructional Materi
als Fund. The department, however, is unable to allocate these funds to 
the school districts that were overcharged because there is no statutory 
authority to do so. In order to resolve this technical problem and allow the 
funds to be returned to the districts, we recommend that the following 
Budget Bill language be adopted: 

"Provided that the Superintendent of Public Instruction may allocate to 
school districts funds recovered from publishers and deposited in the 
Instructional Materials Fund, as a result of proceedings in the state 
recovery project." 

5. Technical Issue-Surplus Property Revolving Fund Condition 
We recommend that the Department of Finance submit prior to budget 

hearings~ a more accurate fund condition statement for the Surplus Prop
erty Revolving Fund for the current and budget years and that the Legisla
ture adopt supplemental language directing the Department of Finance 
to include in the budgets for future years~ a complete fund condition 
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statement for this fund 
The 1983-84 budget display for the Department of Education does not 

reflect either a realistic estimate of the revenues and expenditures, nor a 
realistic estimate of the fund balance, for the Surplus Property Revolving 
Fund. Specifically, for both the current and budget years, the fund condi
tion statement shows a zero ending balance. 

The Department of Education states that the United States Department 
of Agriculture requires OSP to maintain a cash reserve equal to six months 
of operating revenues for the surplus commodities program. According to 
the department, the OSP is in compliance with this requirement and will 
end th.e current fiscal year with a cash reserve in the Surplus Property 
Revolving Fund. This is contrary to what the budget indicates. Further
more, the Gove:rnor's Budget for 1982-83 estimated a zero ending fund 
balance in the Surplus Property Revolving Fund as of June 30, 1982, while 
the State Controller indicates that this fund, in fact, had an ending balance 
of $9.9 million as of that date. 

Because the 1983-84 budget again reflects no ending fund balance in 
either the current and budget years, we conclude that the fund balance 
amount is once again understated; making the fund condition statement 
of little use to the Legislature for oversight purposes. Accordingly, we 
recommend that the Department of Finance submit, prior to budget 
hearings, a more accurate fund condition statemerit for the current and 
budget years and that the Legislature adopt the following supplemental 
language directing the Department of Finance to include in the budget 
for future years the complete fund condition statement. 

"The Department of Finance shall include in all future year budgets, a 
complete and accurate fund condition statement for the Surplus Proper
ty Revolving Fund, which includes a realistic and accurate estimate of 
the revenues, expenditures, and fund balances for that fund." 

6. Technicallssu~Budget Format 
We recommend that the Legislature adopt supplemental language di

recting the Department of Finance to provide the same level of detail in 
the 1984-85 Governors Budget for the Department of Education s Sum
mary by Object for Local Assistance as was provided in prior budgets. 

Prior to the 1983-84 budget, the annual Governor's Budget included 
program detail for the Department of Education's Summary by Object for 
Local Assistance. The 1983-84 budget contains four lines for this summary. 
The information that is no longer included in the budget summary cannot 
be derived through CFIS or from the other data in the budget. Conse
quently, information, such as the administrative costs for specific pro
grams, is no longer available to the Legislature in performing its oversight 
function. 

We believe that this information is needed for legislative review of the 
administrative costs of specific local assistance programs. Consequently, 
we recommend thl:\t the Legislature adopt the following supplemental 
language directing the Department of Finance to provide the same level 
of detail in the summary as was provided in prior budgets: 

"For the 1984-85 Governor's Budget and for all future budgets, the 
Department of Finance shall include a Summary by Object for Local 
Assistance for the Department of Education. This summary shall be at 
the same level of detail as Table 24 in the 1982-83 Governor's Budget 
for the Department of Education." 
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Item 6100-490 from the General 
Fund Budget p. E 1 

ANALYSIS AND RECOMMENDATIONS 
We recommendapproval of the proposed reappropriation for child care 

capital outlay. We withhold recommendation~ however, on the proposed 
reappropriation for the evaluation of the Demonstration Programs in 
Reading and Mathematics and the proposed reappropriation for the 
evaluation of the Gifted and Talented program~ pending receipt of addi
tional information. 

The budget proposes the Feappropriation on July 1, 1983, of the unex
pended balances of the following three items: 

• Capital outlay for child care facilities-the unexpended balance of Ch 
798/BO, Section 23.4, as reappropriated by the Budget Acts of 1981 and 
1982. 

• Performance evaluations for Demonstration Programs in Reading 
and Mathematics-the unexpended balance of Item 6100-146-001, 
Budget Act of 1982. 

• Independent evaluation of the Gifted and Talented program-the 
undisbursed balance ofItem 352 (c), Budget Act of 1980, as reappro
priated by the Budget Acts of 1981 and 1982. 

A. Capital Outlay for Child Care Facilities 
Chapter 798, Statutes of 1980 (SB 863), appropriated $4 million for child 

care capital outlay projects. Specifically, $1.7 million was for allocation to 
family day care homes and child care agencies for minor capital outlay 
projects to meet state and local health and safety standards; and $2.3 
inillion was allocated to the State Allocation Board for the acquisition and 
leasing of portable facilities to child care contracting agencies. Of the $1.7 
million, $500,000 was reverted to the General Fund in the 1982 Budget Act. 
The remaining $1.2 million in funds are currently being expended forthe 
purposes intended in the statute, and reappropriation is necessary to com
plete the construction of portable facilities. Consequently, we recommend 
approval. 

B. Performance Evaluations for Demonstration Programs in Reading and 
Mathematics 

Demonstration Programs in Reading and Mathematics were established 
to provide cost effective exemplary programs in grades 7, 8, and 9 using 
intensive instruction. The enabling legislation specifies that the programs 
are to (1) develop new approaches to the teaching ofreading and math
ematics, (2) provide information about the successful aspects of the 
projects, and (3) encourage project replication in other schools. 

No later than January 30,1984, the Superintendent of Public Instruction 
is required to submit a report to the Legislature on the implementation 
and evaluation of the exemplary programs in existence during 1982, which 
were funded from Item 6100-146-001 of the 1982 Budget Act. Demonstra
tion Programs in Reading and Mathematics, however, have been 
proposed for inclusion in the State Educational Block Grant. At the time 
this Analysis was written it was not clear how the block grant would be 
implemented. 
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We have previously recommended that the Department of Education 
report by April 1, 1983, its plans regarding the implementation of the 
proposed block grant. As part of that report, the department should indi
cate how it will use the funds that would be reappropriated by this item 
for the aforementioned performance evaluation. Depending on the con
tents of the department's report, these evaluations may no longer be 
required. 

Accordingly, we withhold recommendation on this item, pending re
ceipt of more information. 

C. Evaluation of the Gifted and Talented Program 
The Gifted and Talented Education (GATE) program was established 

to supersede the Mentally Gifted Minor program, and provides funding 
for educational enrichment activities for high achieving and talented stu
dents. The legislation which established this program requires a four-year 
independent evaluation of the program, with a report to the Legislature 
due on January 5, 1984. 

The GATE, however, has also been proposed for inclusion in the State 
Educational Block Grant. For the same reasons given above, we withhold 
recommendation on this reappropriation. 

DEPARTMENT OF EDUcATION-REVERSION 

Item 6100-495 from the General 
Fund Budget p. E 1 

ANALYSIS AND- RECOMMEN~ATIONS 
The budget proposes-that the un~nc~bered balance of the-following 

two appropriations revert to the General Fund on June 30, 1983. 
• Public Library Fund-Ch 1498/82 -
• Dental Disease Prevention Program---Ch 1134/79 

A. Public Library Fund __ _ _. 
Chapter 1498, Statutes of 1982, c~e~tedthe Public Library Fund to 

provide state funds to public libraries. The act appropriates $25.5 million 
in 1983-84. The Governor's Budget shows this amount in Item 9875-101-001 
as unfunded financial-legislation. -

As noted earlier, we have no analystical basis for making a recommenda
tion on this proposed reversion. 

B. Dental Disease Program 
We recommend approval. 
Chapter 1134, Statutes of 1979, authorized local health departments to 

offer community dental disease prevention programs for K-6 pupils. The 
legislation also required the State Department of Education (SDE) to 
assist the Department of Health Services in developing dental health 
training programs for K-6 teachers. An appropriation of $60,000 was made 
to the SDE for this purpose. The purposes for which the appropriation was 
made have been achieved, and therefore, the unencumbered balance 
($29,480) of the appropriation is no longer needed. Consequently, we 
recommend approval of this reversion. 
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CONTRIBUTIONS TO STATE TEACHERS' RETIREMENT FUND 

Item 6300 from the General 
Fund Budget p. E 50 

Requested 1983-84 .......................................................................... $191,313,000 
Estimated 198~............................................................................ 235,491,000 
Actual 1981-82 .................................................................................. 235,491,000 

Requested decrease 

TotJ~~~~~&~8~~a~~~~~t~ ................................................. .. None 

GENERAL PROGRAM STATEMENT 
This item provides .the state's contribution toward funding the benefits 

earned by retired members of the State Teachers' Retirement System 
(STRS). 

ANALYSIS AND RECOMMENDATIONS 
We recommendapprovaJ. 
The budget proposes an appropriation of $191,313,000 from the General 

Fund to the State Teachers' Retirement Fund in 1983-84. This amount is 
$44,178,000, or 18.8 percent, less than the estimated current-year expendi
tures. 

The apparent reduction of nearly $44.2 million, however, is misleading. 
The decrease reflects a technical change in budgeting, rather than a true 
reduction in expenditures. In the prior and current years, the annual 
General Fund appropriation to reimburse local entities for their costs in 
complying with certain state mandates affecting local STRS retirement 
costs has been included in this item. In the budget for 1983-84, the funds 

Table 1 

Contributions to the State Teachers' Retirement Fund 
Item 6300-101-001 
(in thousands) 

Actual Estimated Proposed Change from 
1981-<12 1982-83 1983-84 1982-83 

Program 
1. Conbibutions for unfunded liabilities ...... $191,313 $191,313 $191,313 
2. State-mandated STRS program costs: 

a. Ch 89/74 Retirement credit for unused 
sick leave .................................................... 11,147 11,147 (11,147) • -$11,147 

b. Ch 1036/79 cost-of-Iiving increase for 
STRS retirees .............................................. 15,350 20,406 (22,088) • -20,406 

c. Ch 1286/80 increase in STRS minimum 
benefits ........................................................ 5,602 7,179 (7,770) • -7,179 

d. Ch 1090/81, Claims Bill to pay prior 
years' adjusted claims .............................. 12,079 

e .. Deficiencies in prior appropriations .... 5,446 
Subtotals, mandated STRS·program costs $44,178 $44,178 ($41,005) • -$44,178 

Grand Total Expenditures ................................ $235,491 $235,491 $191,313 -$44,178 

• Beginning m 1983::s4,these eXpenditures are budgeted under Item 9680 in the General Government 
Section of the budget. They are shown here only for information. 
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needed to provide these reimbursements-$41,OO5,000 are requested in a 
separate item ("Mandated Local Programs"-Item 9680-101-001) in the 
General Government section of the budget. When proposed expenditures 
in the current and budget years are put on a comparable basis by exclud
ing mandate-related costs, t~ere is no change betw~e~ the two years. 

Table 1 shows the expenditure-components of this Item for the past, 
current and budget years. 

Legislative Mandates Underfunded 
The budget proposes a General Fund appropriation of $41,005,000 (Item 

9680~ 101-(01) to reimburse local entities for their costs of complying with 
various legislative mandates requiring additional employer's STRS contri
butions. This amount is $3,173,000, or 7.2 percent, less than estimated 
current-year expenditures for this purpose, as shown in Table 1. 

This apparent reduction of nearly . $3.2 million is not realistic. The 
amount budgeted for 1983-84 is based on long-term actuarial estimates of 
the mandated costs, while the estimated current-year expenditure 
amount is based on revised estimates,· using actual costs in the preceding 
year. HistOrically, actual costs have exceeded actuarial estimates. 
.. Prior to July 1, 1981, state-mandated costs for STRS benefits were paid 
to the STRS by the local school districts, who then sought reimb1.lrsemeIit 
through the claim process. Because of the length of the claim review 
process, many of these claims were not approved in time to be included 
in the follOwing year's Budget Act, and instead were funded in the next 
Omnibus Claims Bill. 

Since July 1, 1981, the Legislature has appropriated to the State Teach
ers' Retirement Fund an actuarial estimate of the amount equal to the 
school districts' mandated STRS program costs, instead of reimoursing the 
school districts through the claim process. This new reimbursement 
method made it possible to terminate the claim process for mandated costs 
incurred after June 30, 1981. A portion of the deficiencies in prior year's 
appropriations for these mandated costs ($5.4 million) was included in the 
appropriation for 1982-83, as shown in Table 1. This $5.4 million will be 
applied by the STRS toward an existing deficiency of $11.3 million in actual 
mandated STRS retirement program costs for Ch 89/74 (retirement credit 
for unused sick leave) in 1981-82. Under the current funding arrangement 
for these mandated costs, the remaining 1Q81-82 deficiency of $5.9 million 
will be absorbed by the State Teachers' Retirement Fund. 

The STRS Unfunded Liability Problem 
The latest available actuarial valuation of the State Teachers' .Retire

ment Fund estimated that as ofJune 30,1981, the unfunded liability (ac
crued retirement benefits for which there are no assets) at $13.2 billion. 
Under the current funding arrangements for STRS benefits, the size of this 
unfunded liability is expected to grow at a rate of about $1 billion per year. 

1. History. From its inception in 1913 until 1972, STRS benefits were 
financed on a "pay-as-you-go," rather than on a "reserve~funding" basis. 
This meant that the annual income was used to pay benefits to retirees, 
and no funds were set aside to cover the accruing cost of future benefits 
earned by the working STRS membership. 

In 1972, the Legislature enacted a partial funding program which was 
designed to (a) stabilize the accumulated unfunded liability and (b) pro
vide reserves to cover future benefits earned by the working STRS mem-

47-76610 
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bers. Beginning in 1972, the budget included an annual General Fund 
appropriation of $135 niillion to finance the actuarial cost of pensions for 
STRS members who retired prior to JUly 1, 1982. The need for such appro
piiation was expected to continue through fiscal year 2002-03. .. 

The combination of salary increases for active teachers, declining mor
tality rates for retired teachers, and an increasing number of early retire
ments has caused the long-term benefit costs to rise faster than anticipated 
in 1972. In addition, school districts' retirement contributions, equivalent 
to 8 percent of payroll, were phased in over an eight-year period begin
ning in 1972, instead of being increased to 8 percent in 1972. As a result, 
the contributiori levels established by. that program proved to be insuffi
cient to fund the increasing long-term benefits being earned by active 
members, ~d the unfunded liability continued to grow. 

2. Chapter 282Funding. In 1979, the L~gislature once more addressed 
the STRS unfunded liability through the enactment of Ch 282/79 (AB 8) . 
This act addressed the unfunded liability problem by (a) increasing annu
ally the General Fund appropriation to the STRS trust fund by the per
centage increase in the California Consumer Price Index (CCPI); (b) 
extending the authorization for the annual General Fund contributions 
indefinitely beyond fiscal year 2002-03; and (c) providing an additional 
annual General Fund appropriation, phased in over a 15-year period, 
beginning with $10 million in 1980-81 and increasing in $20 million annual 
increments thereafter Until it reaches $280 million in 1994-95. Beyond that 
date, this appropriation will also be increased by the CCPI increase. This 
program was designed to slow the growth of the unfunded liability, but 
it was not expected to stop it, or to reduce the amount of the unfunded 
liability. The goal of the program was to achieve "infinite funding" of the 
State Teachers' Retirement Fund (STRF). In actuarial terminology,"infi
nite funding" represents the level at which the rate of growth in the 
unfunded liability is equal to the rate of growth in payroll. 

3. Chapter 282 Requirements Underfunded. Chapter 282 required 
that the $144.3 million annual General Fund contribution specified under 
prior law be increased beginning in 1980-81, by an amount which reflects 
the change in the California Consumer Price Index (CCPI) in the preced
ing year. However, the Budget Act appropriations for both 1980-81 and 
1981~2 were less than the amounts required by Chapter 282. The 1982 
Budget Act provided no increase in the amount of the states contribution 
to the STRS. No increase is proposed for 19~. 

Table 2 

Contributions for State Teachers' Retirement Fund Unfunded Liabilities 
• (in millions) 

Actual Actual 
1980-81 1981-82 

Ongoing baseline contribution .......... $144.3 $161.6 
Increase in lieu of CCPI ................ 17.3' 9.7 b 

Adjusted baseline contributions ........ 
Increment of additional $280 mil-

lion .................................................. .. 
Total contributions .................... .. 

$161.6 $171.3 

10.0 
$171.6 

20.0 
$191.3 

Estimated 
1982-83 

$171.3 

$171.3 

2O.0 d 

$191.3 

Proposed 
1983-84 

$171.3 
c 

$171.3 

2O.0 d 

$191.3 
• Based on budgeted COLA of 12 percent, in lieu of a statutory CCPI of 17.1 percent. 
b Based on budgeted COLA of 6 percent, in lieu of a statutory CCPI of 10.4 percent. 
C No COLAs were provided in these years. 
d The $20 million annual increase toward the $280 million was not prOvided in these years. 
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Table 2 shows the General Fimd contributions to the State Teachers' 
Retirement Fund for the past, current and budget years. 

4. Funding Requirements. In his most recent valuation of STRS obliga~ 
tions, the consulting actuary concluded that the funding value of Chapter 
282 fell significantly short of its intended goal. As a result, the STRS un
funded liability is expected to grow at a faster rate than payroll, This 
growth in unfunded liability occurs because the current contributions 
from alI sources, expressed as a percent of STRS payroll, are not sufficient 
to achieve infinite funding-that is, to limit the growth in unfunded liabili
ty to the growth in payroll. 

The actuary's estimates of this funding shortage and the cost of amortiz
. ing the unfunded liability over ~pecified funding periods, expressed both 
as a percent of payroll and in dollar terms for 1983-84, are shown in Table 
3. 

Table 3 
t=unding Shortage of the State Teachers' Retirement Fund 

Funding Period 
Contributions 
Normal cost ............................................................... . 
Cost of amortizing unfunded liability ............... . 

InRnite& 

19.22% 
2.56 

Total cost ............................................................ 21.78% 
Current contributions from all sources .............. 20.08 
Contributions shortage to cover costs ................ 1.70% 
Contributions shortage in dollars (millions) b .. $122.4 

50 years 40 years 
19.22% 19.22% 
5.82 6.90 

25.04% 
20.08 
4.96% 

$357.1 

2612% 
20.08 
6.04% 

$434.9 

30years 
19.22% 
8.71 

27.93% 
20.08 
7.85% 

$565.2 

& Unfunded liability would not be amortized. It would grow at the same rate as STRS payroll. 
b Based on projected STRS payroll of $7.2 billion for 1983-84. 

Table 3 shows that maintaining the growth in STRS unfunded liability 
at the same rate as the growth in payroll would require an increase in 
annual contributions equal to 1.7 percent of payroll (or about $122 million 
in 1983-84), into infinity. Amortizing the unfunded liability over a 50-year 
funding period would require an increase in annual contributions equal 
to 4.96 percent of payroll (equivalent to $357 million in 1983-84). To 
amortize the unfunded liability over an actuarialIy more acceptable fund
ing period-30 years-would require an increase in contributions equal to 
7.85 percent of payroll (about $565 million in 1983-84). The equivalent 
dollar amounts would increase in subsequent years of the funding period, 
in proportion with payroll increases. 

5. Projected Cash-Flow Problems. Currently, the annual income of 
the STRS trust fund exceeds the annual cost of benefit payments by a 
substantial margin (about $1.1 billion in 1981-82). If the present contribu
tion and benefit levels remain unchanged, however, the STRS will have 
an annual cash-flow deficit by 1994-95, according to the consulting actu
ary. At that point, the system will have to start using the trust fund's assets 
and interest earnings to pay the annual cost of benefits. 
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Unfunded Legislation 
Chapter 1606, Statutes of 1982 (SB 1562), provides supplemental, ad hoc 

cost-of-living adjustments (COLAs) to certain STRSretirees, or benefici
aries, subject to the availability of a General Fund appropriation in the 
annual Budget Act. The supplemental COLAs are to be provided to all 
those eligible persons whose pensions· have not been maintained at 75 
percent of their original purchasing power, based on a special index that 
is tied to salaries paid to active teachers. 

The retirement program cost of this special benefit for 1983-84 is es
. timated by the STRS at $20.5 million. Future-year costs, if funded, will 
change according to the cost-of-living increases provided to teaching 
members of the STRS. 

The budget contains no funding for this benefit. 

CALIFORNIA ADVISORY COUNCIL ON VOCATIONAL 
EDUCATION 

Item 6320 from the General 
Fund and the Federal Trust 
Fund Budget p. E 51 

Requested ·1983-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981--82 ................................................................................. . 

Requested decrease (excluding amount for salary 
increases) -$19,000 (-7.8 percent) . 

Total recommended reduction ................................................... . 

1983-84 FUNDING BY ITEM AND SOURCE 
Item Description 
632()..()()l-OOl-Support 
6320-001-887'-Federal, Support 

Fund 
General 
Vocational Education
Federal 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. General Fund Support. Reduce Item 6320-001·001 by $25,-

000. Recommend elimination of state support because the 
amount of federal funds is sufficient to allow the council to 
carry out its mandated duties. 

GENERAL PROGRAM STATEMENT 

$225,000 
244,000 
298;000 

$25,000 

Amount 
$25,000 

200,000 

Analysis 
page 

1467 

The federal Vocational Education Act of 1976 requires the state to estab
lish an advisory council on vocational education and specifies the council's 
membership and duties. The California Advisory Council on Vocational 
Education (CACVE) was established by Ch 1555/69 in order to comply 
with this mandate. It consists of 25 members and is staffed by 5.5 positions 
in the current year. 

The CACVE is supported by both federal and state funds. 



Item 6320 K-12 EDUCATION / 1467 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes expenditures totaling $225,000 in support of the 

CACVE during 1983-84. This is a reduction of 7.8 percent from the es
timated current-year expenditures. The budget also proposes to reduce 
staffing by 1.7 positions (0.7 professional and 1.0 clerical), to 3.8 positions. 
Funding for the council is summarized in Table 1. 

In the 1982 Budget Act, the Legislature reduced General Fund support 
for the CACVE to $24,000 from $99,000 in 1981-82 (the Budget Act appro
priation prior to adjustments). The budget proposes to increase the level 
of General Fund support by $1,000, to $25,000, in 1983-84, plus the cost of 
any salary or staff benefit increase approved for the budget year. 

The budget also proposes expenditures of $200,000 from the Federal 
Trust Fund. This is $20,000, or 9.1 percent, below estimated expenditures 
in the current year. The current year amount, however, includes expendi
tures of $20,000 which are being financed with funds carried over from 
1981-82. The proposed reduction in staffing is due in part to the reduction 
in the amount of federal funds expected to be available in 1983-84. 

Table 1 

Source of Funding for the California Advisory Council on Vocational Education 
(in thousands) 

Federal funds ........................................................... . 
General Fund ........................................................... . 

Totals ................................................................... . 
Personnel-years ......................................................... . 

General Fund Support Unnecessary 

Actual EstimatedProposed 
1981-82 1982-83 1fJ83..84 

$201 $220 $200 
97 24 25 - - -

$298 $244 $225 
5.7 5.5 3.8 

Change 
Amount Percent 

-$20 -9.1% 
1 4.2 

-$19 -7.8% 
-1.7 -30.9% 

We recommend that state support for the California Advisory Council 
on Vocational Education be eliminated on the basis that the amount of 
federal funds available to the council should be adequate to finance its 
statutorily required duties, for a General Fund savings of$25,OOO. (Reduce 
Item 6320-001-001 by $25,000.) 

The CACVE is mandated by state and federal law to (1) advise the State 
Board of Education, the Legislature, and other specified agencies on poli
cies concerning vocational education and related federal programs; (2) 
evaluate programs, services, and activities involving occupational educa
tion; (3) consult with the CETA Council and comment on its report; (4) 
provide technical assistance to local vocational education advisory com
mittees; and (5) prepare an annual evaluation report. Current law, 
however, does not require any particular level of effort in any of these 
areas. 

Our review indicates that the amount of federal funding expected to be 
available to the council in 1983-84 should be adequate to support the 
council's activities in each of these five areas. Furthermore, the availability 
of federal support for the council is not dependent upon the provision of 
some state support. Consequently, we see little basis for continued state 
support of the council. .. 

We estimate that elimination of the. remaining General Fund support 
for the council could be absorbed if the council's staff were reduced from 
3.8 positions to 3.0 positions. Such a reduction would tend to limit CAC
VE's program evaluation activities. We do not believe, however, that this 
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would have a significant adverse impact on the state's vocational educa
tion programs. Even if the coUncil were staffed with 3.8 positions, it would 
be too small to undertake evaluations of a comprehensive nature. Such 
evaluations'must either be carried out by other agencies, such as the 
Department of Education, or funded through legislation. 

Accordingly, we recommend that the remaining General Fund support 
for CACVE be deleted, for a savings of $25,000. 

CALIFORNIA OCCUPATIONAL INFORMATION COORDINATING 
COMMITTEE 

Item 6330 from the Federal 
Trust Fund Budget p. E 52 

Requested 1983-84 ......................................................................... . 
Estimated 1982-83 ............. ; ............................................................. . 
Actual 1981-82 ................................................................................. . 

Requested decrease (excluding amount for salary 
increases) $21,000 (-15.4 percent) 

Total recommended reduction .................................................. .. 

GENERAL PROGRAM STATEMENT 

$115,000 
136,000 
269,000 

None 

The California Occupational Information Coordinating Committee 
(COICC) was established by Ch 972/78 pursuant to a requirement con
tained in the federal Vocational Education Act. The committee is respon
sible for the development of the California Occupational Information 
System, which provides occupational planning and guidance information 
to educational institutions, tlie Employment Development Department, 
and private industry. 

The committee has three authorized positions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
We recommend approval. 
The budget proposes an appropriation· of $115,000 from the Federal 

Trust Fund for support of the COICC in 1983-84. This is a reduction of 
$21,000, or 15 percent, from estimated expenditures in the current year. 
The budget proposes to effect this reduction through a decrease in operat
ing expenses, primarily travel expenditures, consultant services, printing, 
and equipment. 

Table 1 shows COICC funding for the prior, current, and budget years. 

Table 1 
Funding for the California Occupational. Information Coordinating Committee 

(in thousands) 

Federal funds ............................................ .. 
Reimbursements ......................................... . 

Totals ..................................................... . 
Personnel-years ..................................... , .... .. 

Actual Estimated 
1981~ 1982-83 

$269 $136 
22 

$291 
5.3 

$136 
3.0 

Proposed 
19tJ3...84 

$115 

$115 
3.0 

Change 
Amount Percent 

-$21 -15.4% 

-$21 -15.4% 
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COICC Projects 
In the current year, COICC will publish a planning guide to assist 

vocational education program administrators in the use of labor market 
information, and will conduct workshops for program planners and coun
selors on the use of such information. In the budget year, the committee 
plans to develop measures to evaluate the performance .of occupational 
training agencies, and conduct additional workshops on the use of labor 
market information. Our analysis of COICC's budget indicates that it is 
reasonable, and, consequently, we recommend approval. 

COMMISSION ON TEACHER CREDENTIALING 

Item 6360 from the Teacher 
Credentials, .Fund Budget p. E 56 

Requested 1983-:-84 ......................................................................... . 
Estimated 1982-83 ........................................................................... . 
Actual 1981-82 ................................................................................. . 

$5,478,000 
4,540,000 
3,404,000 

Requested increase (excluding amount for salary 
increases) $938,000 (+20.7 percent) 

Total recommended reduction ................................................... . 

SUMMARY OF MAJOR ISSUES AND RECOMMENDATIONS 
1. Basic Skills Examination for Vocational Education Teachers. 

Recommend enactment of legislation to exempt applicants 
for a vocational education credential from the basic skills 
proficiency·· examination requirement because of the 
nonacademic nature of vocational teaching. 

2. Credential Processing. Recommend adoption of Budget 
Bill language requiring the commission to reduce positions 
for processing credentials because of an anticipated reduc
tion in the volume of credential applications due to the basic 
skills examination. 

3. Credential Fees. Recommend adoption of Bridget Bill lan
guage requiring the commission to reduce its fee for creden
tial applications from $40 to $35 because the projected 
surplus in the Teacher Credentials Fund warrants a fee 
reduction. Further recommend legislation to clarify the 
procedures for determining the credential fee. 

4. Bilingual Teacher Directory. Reduce Item 6360-001-407 by 
$l~OOO. Recommend adoption of Budget Bill language, 
and enactment of legislation, requiring the commission to 
discontinue publication of the annual directory of bilingual 
teachers because it is not useful to school districts. 

5. Salary Savings. Reduce Item 6360-001-407 by $13~OOO. Rec
ommend increasing the amount budgeted for salary savings 
by $92,000, and reducing the amount budgeted for related 
staff benefits and operating expenses by $41,000, because 
the amount budgeted for salary savings is low in relation to 
actual salary savings in the past. 

$143,000 

Analysis 
page 
1471 

1472 

1472 

1474 

1474 
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GENERAL PROGRAM STATEMENT 

Item 6360 

The Commission on Teacher Credentialing (formerly the Commission 
for Teacher Preparation and Licensing) is responsible for (a) developing 
standards and procedures for credentialing teachers and administrators, 
(b) issuing and revoking credentials, (c) evaluating and approving pro
grams of teacher training institutions, and (d) establishing policy leader
ship in the field of teacher preparation. The commission, which is 
supported by the Teacher Credentials Fund, has 113.2 authorized posi
tions in the current year. 

ANALYSIS AND RECOMMENDATIONS 
The budget proposes an appropriation of $5,478,000 from the Teacher 

Credentials Fund for support of the commission in 1983-84. This is an 
increase of $938,000, or 21 percent, over estimated current-yearexpendi
tures. This amount will increase by the amount of any salary or staff 
benefit increase approved for the budget year. Table 1 summarizes the 
commission's funding. 

Table 1 
Expenditures and Funding for the Commission on Teacher Credentialing 

(in thousands) 

Actual Estimated Proposed CJiimge 
1981-82 1982-83 191J3-.84 Amount Percent 

Elementary and pre-school professional 
personneL .................................................. $714 $867 $1,300 $433 49.9% 

Secondary, adult and vocational profes-
sional personnel ........................................ 513 623 973 350 56.2 

Instructional specialists for all grades ........ 453 556 763 '}ff/ 37.2 
Professional administrative and support 

service personnel .................................... 260 314 440 126 4O.l 
Professional standards for certificated pei-

sonne!.. ................................. : .................. ; ... 444 1,113 912 -201 -18.l 
Administration .................................................. 1,052 1,067 1,090 23 2.2 --

Total Expenditures .................................. $3,436 $4,540 $5,478 $938 20.7% 
Teacher Credentials Fund ............................ $3,404 $4,540 $5,478 $938 20.7% 
Federal funds .................................................... 32 
Positions .............................................................. 95.6 113.2 lOB.5 -4;7 -4.2% 

1983-84 Support Level 
As sh.own in Table2, the proposed increase in expenditures is due to (1) 

$704,000 in expenditures associated with the new California Basic Educa
tional Skills Test, (2) a one-time augmentation of $42,000 for consultants 
needed to review teacher preparation programs, (3) a one-time augmen
tation of $34,000 for data processing equipment, (4) a technical augmenta
tion of $156,000 so that ongoing contract expenditures for administration 
of subject matter examinations will be reflected in the budget, and (5) 
adjustments to maintain the baseline level of services. 
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Table 2 shows the changes in the commission's budget between the 
current year and 1983-84. 

Table 2 

Proposed Budget Adjustments for the Commission on Teacher Credentialing 
(in thousands) 

Adjustments Total 
1982-83 Base Budget (Revised) ................................................................................ $4,540 
A. Changes to Maintain Existing Budget ................................................................ 2 

1. Restore employee compensation reduction ................................................ $86 
2. Staff benefits ........................................................................................................ 36 
3. Population and price .......................................................................................... 95 
4. Merit salary .......................................................................................................... 44 
5. Workload and administrative reductions ...................................................... -259 

B. Budget Change Proposals ...................................................................................... 936 
1. Base skills examination ...................................................................................... 704 
2. Consultants............................................................................................................ 42 
3. Data processing.................................................................................................... 34 
4. Subject matter examination.............................................................................. 156 

Total Change .................................................................................................................. $938 
(20.7%) 

1983-84 Support Level .................................................................................. :............... $5,478 

California Basic Educational Skills Test 
Chapter 1136, Statutes of 1981 (AB 757), as amended by Ch 206/82 and 

Ch 1388/82, provides that, commencing February 1, 1983, the Commission 
on Teacher Credentialing shall not issue initial credentials, or renewals of 
emergency credentials, unless the applicant has passed a statewide exami
nation in basic reading, writing, and mathematics. To implement this 
statutory requirement, the Superintendent of Public Instruction adopted 
the California Basic Educational Skills Test (CBEST) as the state assess
ment instrument, to be administered by the Educational Testing Service. 

The cost of the CBEST examination will be funded by fees. Currently, 
the fee is $30 per examination. The budget proposes expenditures of $704,-
000 for the CBEST in 1983-84. This proposal assumes that 30,000 tests will 
be given at a contract price of $23.16 per test ($694,800) and that approxi
mately $9,200 in examination development costs will be incurred by the 
Department of Education. The contract cost per test, however, varies with 
the volume of examinations and the number of test administrations. If 
26,000 examinations are given in five test administrations, for example, the 
cost per test· would be $27.31. 

Basic Skills Requirement for Vocational Education Teachers 
We recOlnmend enactment of legislation to exempt applicants for a 

vocational education credential from the basic skills proficiency examina
tion requireIDent. 

Holders of the vocational education (designated subject) credential 
teach vocational education courses in intermediate and high schools, and 
in Regional Occupational Centers and Programs (ROC/Ps). The mini
mum requirements for the credential are possession of a high school di
ploma and the equivalent of five years of relevarit work experience. The 
commission issued 3,410 of these credentials in 1981-82. 

Chapter 1136, Statutes ofl981 (AB 757), and Chapter 1388/82 (AB 3253) 
prohibit school districts from initially hiring teachers unless they have 
passed the statewide basic skills proficiency examination (reading, writ
ing, and mathematics), beginning February 1,1983. Holders of an adult 
education credential in a nonacademic subject are exempt from this re
quirement. Holders of a vocational education credential, however, must 
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pass the test within one year of employment. . 
During our field visits, we were advised by ROC/P and vocational 

education administrators that the proficiency examination requirement 
for holders of the vocational education credential could lead to difficulty 
in recruiting instructors. 

In our judgment vocational education instructors can be distinguished 
from other teachers in that the vocational teachers' primary mission is to 
provide instruction in nonacademic subjects. The Legislature recognized 
this distinction when it exempted adult education teachers of vocational 
courses from the proficiency test requirement. Because of the nonaca
demic nature of vocational teaching assignments, and to avoid problems 
in teacher recruitment, we recommend that an exemption also be applied 
to holders of the vocational education credential. 

Credential Processing 
We recommend the adoption of Budget Bill language requiring the 

Commission on Teacher Credentialing to reduce the number of its author
ized positions for processing credential applications, in an amount propor
tional to the estimated reduction in the volume of credential applications. 

Implementation of the California Basic Educational Skills Test 
(CBEST) is likely to .reduce the number of applications for credentials 
received by the commission. This, in turn, wil reduce the commission's 
workload for processing applications. At the present time, there is not 
enough data available to permit an estimate of how large this reduction 
in the number of applications is likely to be. To avoid excessive staffing in 
the face of this reduction in workload,. we recommend adoption of Budget 
Bill language requirirlg the commission to review the volume of credential 
applications at the beginning and middle of 1983-84, and to reduce the 
number of its authorized positions for credential processing in proportion 
to the estimated reduction in the volume of applications. Specifically, we 
recommend adoption of the following Budget Bill language: 

"Provided that the Commission on Teacher Credentialing reduce the 
number of its authorized positions for processing credential applica
tions, in an amount proportional to the estimated reduction in the vol
ume of credential applications. Provided further that these reductions 
shall be implemented in August, 1983, based on the number of applica
tions processed in 1982-83 compared to the prior year, and in January, 
1984, based on projected applications for 1983-84 compared to the prior 
year." 
We estimate that this recommendation will result in a savings to the 

Teacher Credentials Fund of approximately $100,000 for every 5 percent 
decrease in the volume of credential applications. 

Credential Fees 
We recommend the adoption of B,udget Bill language requiring the 

Commission on Teacher Credentialing to reduce its fee for credential 
applications from $40 to $35, effective in 1983-84, for an estimated reduc
tion of Teacher Credentials Fund revenues of $545,000. 

We further recommend enactment of legislation amending the Educa
tion Code so as to clarify that credential fees should be set at a level to 
avoid surpluses in excess of a "prudent reserve," as determined by the 
Department of Finance. 
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. Table 3 shows the status of the Teacher Credentials Fund in the prior, 
current, and budget years. It indicates that the fund surplus is expected 
to be $2.6 million at the end of the budget year, or an amount equal to 47 
percent of total budgeted expenditures. . 

Table 3 
Teacher Credentials Fund 

(in thousands) 

: Surplus, July 1 ............................................................................................. . 
Revenues: 

Credential fees ...................................................................................... .. 
Teacher basic skills proficiency exam ............................................ .. 
Subject matter exam ............................................................................. . 
Fingerprint fees .................................................................................... .. 
Income from surplus money investments ............. , ........................ .. 
Miscellaneous income ........................................................................... . 

Total Revenue .................................................... : .............................. . 
Total Resources ................................................................................. . 

Expenditures: 
Support of· commission ......................................................................... . 

Surplus, June 30 ........................................................................................ .. 
Percent of budgeted expenditures ....................................................... . 

Actual. 
1981-82 

$1,028 

3,757 

94 

122 
16 

$3,989 
$5,017 

$3,404 
$1,613 

47.4% 

Estimated Projected 
1982-83 1983-84 

$1,613 $1,946 

3,980 4,360 
900 

93 271 
609 348 
191 230 

$4,873 $6,109 
$6,486 $8,055 

$4,540 $5,478 
$1,946 $2,577 

42.9% 47.0% 

Chapter 890, Statutes of 1981, requires the commission to reduce the 
credential fee (currently $40) if the projected surplus of the fund, for two 
consecutive fiscal years, exceeds a "prudent reserve," as determined by 
the Department of Finance. The Department of Finance has not defined 
a "prudent reserve" for the commission. Our analysis, however, indicates 
that the fund surplus of $2.6 million projected for June 30, 1984 is far in 
excess of commission requirements. 

Under normal circumstances, we believe that a surplus of this size would 
justify reduction in the credential fee of at least $10; However, because the 
volume of credential applications resulting from the new basic skills ex
amination is uncertain at this time, we recommend a $5 reduction in the 
fee (to $35). Even if credential applications drop by 20 percent, a $35 fee 
would yield an estimated surplus of approximately $700,000 at the end of 
1983-84, or about 13 percent of the commission's operating expenditures. 
(The projected surplus would be higher if commission expenditures are 
reduced in proportion to any decrease in credential applications, as we 
recommend.) . 

Specifically, we recommend that the following Budget Bill language be 
adopted: 

"Provided that the Commission on Teacher Credentialing shall reduce 
the credential fee from $40 to $35, effective in 1983-84." 
We estimate that based on the number of credential applications as

sumed in the budget, a $5 fee reduction would reduce Teacher Creden
tials Fund revenues by $545,000 in 1983-84. Our recommendation would 
not preclude the commission from increasing the credential fee in 1984-
85, if the commission's funding needs warrant such an increase. We will 
review the adequacy of the credential fee in our analysis of the 1984-85 
budget. 

We also recommend enactment of legislation to clarify the meaning of 
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Ch 890/8l. In addition to assigning to the Department of Finance the 
responsibility for determining a prudent reserve, Ch 890 requires the 
commission to reduce fees "in an amount which will reduce any surplus 
funds of the commission to an amount less than its operating budget for 
the next two fiscal years." This phrase is ambiguous and could be an 
impediment to the determination of a prudent reserve by the Depart- I 

ment of Finance. Consequently, we recommend that it be deleted. 

Bilingual Teacher Directory 
We recommend adoption of Budget Billlanguage and legislation requir

ing the Commission on Teacher Credentialing to discontinue publication 
of the annual directory of bilingual teachers, for a Teacher Credentials 
Fund savings of $10,000. (Reduce Item 6360-001-407 by $10,000.) 

Chapter 1631, Statutes of 1982, requires each state agency to make 
recommendations as to whether legislatively mandated publications 
should be discontinued. To carry out this responsibility, the commission 
conducted a survey of school districts to determine the need for commis
sion publications. The survey indicated that one of the commission's publi
cations-the annual directory of bilingual teachers-was not productive. 
Current law requires the commission to compile the directory and send 
a copy annually to each school district. Of 384 districts that enrolled bilin
gual students, only 32, or 8 percent, found the directory useful. Based on 
these results, the commission has recommended that the requirement to 
publish this directory be eliminated. 

Chapter 1632 also requires the Legislative Analyst to review the infor
mation provided by each agency, and to make appropriate recommenda
tions. Based on our review, we conclude that elimination of the bilingual 
teacher· directory is warranted. We estimate that this would result in a 
savings to the Teacher Credentials Fund of $10,000 in operating expenses 
(printing and postage). 

Technical Budgeting Issue-Salary Savings 
We recommend that the amount budgeted for salary savings for the 

Commission on Teacher Credentialing be increased by $9~000, and that 
the amount budgeted for staff benefits and operating expenses be de
creased by $41,000, for a savings to the Teacher Credentials Fund of $133,-
000. (Reduce Item 6360-001-407 by $133,000.) 

The budget for the commission proposes that $43,000, or l.9 percent of 
total salaries and wages, be allowed for salary savings in 1983-84. This is 
the projected amount of savings which will be realized due to delays in 
Hlling vacant positions and to salary differentials associated with personnel 
turnover (for example, hiring new personnel at the beginning of the salary 
range). 
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Table 4 shows actual salary savings for the commission in the years 
1978-79 through 1981-82. 

Table 4 
Salary Savings by the Commission on Teacher Credentialing 

Year 
1978-79 .................................................................................................................. .. 
1979-.'lO .................................................................................................................. .. 
1980-81. .................................................................................................................. . 
1981-82 ............................................................................... : ................................... . 

, Average ................................................................................................................. .. 

Amount 
$219,909 
156,000 
46,652 

136,000 
$139,640 

Percent 01 
Salaries 

and Wages 
13.4% 
9.0 
2.4 
7.1 
8.0% 

As indicated in the table, actual salary savings ranged from 2.4 percent 
of salaries and wages to 13.4 percent during the last four years. The aver
age was 8.0 percent. This suggests that the amount proposed for 1983-84-
1.9 percent-is too low. 

Recognizing that the high level of salary savings in past years may have 
been due partly to abnormal factors such as the hiring freeze in 1981-82 
and Control Section 27.2 in 1978-79, our analysis indicates that 6 percent 
is a reasonable estimate of salary savings for 1983-84. Consequently, we 
recommend that salary savings be budgeted at 6 percent of salaries and 
wages, or $135,000, thereby permitting an increase in salary savings of 
$92,000 and a corresponding reduction in the 1983-84 appropriation. This 
would also have the effect of reducing estimated expenditures for staff 
benefits and related operating expenses by $41,000. 

In sum, our recommendation would result in total savings of $133,000 to 
the Teacher Credentials Fund. 




