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ABSTRACT
This report looks at the infrastructure (capital

outlay) needs of higher education in California through the Year
2000, indicating the needs projected by segment (University of
California, California State University, and community colleges);
past funding; and options for accommodating increasing enrollments
and meeting capital outlay needs. Estimates are close to $7.7 billion
for capital construction, renovation, and repairs through the Year
2000, due to 12 years of funding instability, the increased demand
for new facilities with the recent types of Inrollment growth, and
construction, renovation, and equipment funding of segmented offices.
Without these funds, segments may not be able to handle all eligible
students, instruction quality could decline, there may be health and
safety problems, and the enormous state investment in the 135 public
campuses may be threatened. The State needs to use many funding
sources and options in order to meet the minimal infrastructure needs
of higher education. Options include issues related to: increased
utilization standards for classrooms and laboratories; year-round
operations; expanded use of technology; use of off-campus centers;
greater use of the independent sector; tax incentives for private
contributions to capital projects; general fund support for
maintenance of non-state funded space; encouraging lower-division
students to attend the community colleges; and bond funding. The
legislature must decide which methods to use to make private
donations for various facilities more attractive to the institutions
and the donors. (SM)



Summary

William H. Pickens, executive director of the Cali-
fornia Postsecondary Education Commission, pre-
sented this testimony to the Joint Legislative Bud-
get Committee of the California Legislature at its
meeting in Sacramento on October 14, 1987.

In the paper, Mr. Pickens reports that California's
three segments of public higher education -- the Uni-
versity of California, the California State Univer-
sity, and the California Community Colleges esti-
mate that they will need $7.7 billion through the re-
maining dozen years of this century for capital con-
struction, renovation,and repairs to their facilities
compared to only $1.7 billion they have received for
this purpose during the most recent dozen years.

On pages 1-2, Mr: Pickens provides details about
these estimates and explains the reasons for their
magnitude. On pages 3-4, he indicates the likely
consequences of insufficient funding for capital ex-

.penditures through the year 2000. On pages 4-6, he
. discusses nine options for providing adequate funds

during that period. And on page 6, he concludes that
"if even the minimal infrastructure needs of higher
education are to be met, it appears that General
Obligation bonzlz will be required," and he recom-
mends three specific ways by which the Legislature
can help meet these needs over the next decade.

Additional copies of this paper may be obtained from
the Library of the Commission at (916) 322-8031.
Questions about the report may be addressed to Mr.
Pickens at (916) 445-1000.
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The Infrastructure Needs of California Public
Higher Education Through the Year 2000

MR. Chairman and members of the committee, I
would like to thank you for inviting me to discuss
the infrastructure or capital outlay needs of Califor-
nia higher education up to and including the year
2000. You asked me to indicate (1) these needs as
identified by the institutions of higher education, (2)
their projected costs, and (3) some options for meet-
ing them, and I will do so in that sequence.

Capital needs projected by the segments

The three public segments of higher education have
provided us with general estimates of their infra-
structure needs over the next 12 years. For capital
construction, renovation, and repairs, their estimates
total nearly $7.7 billion. That compares with actual
expenditures over the preceding 12 years of less than
$1.7 billion ( Display 1, below).

DISPLAY 1 Total State and Local Capital Outlay Expenditures (Excluding Federal and Non-State
Funds) at the University of California, the California State University, and the
California Community Colleges, 1976-77 to 1987-88, and Total Estimated Need.
1988-89 to 1999-2000, in Milicons of Dollars

Year
University

of California
The California

State University
California

Community Colleges Total:

1976-77 $53.9 $29.2 $68.4 $151 5

1977-78 36.8 34.2 74.8 145 8

1978-79 46.2 23.8 28.9 98.9

1979-80 20.4 16.5 15.6 52 5

1980-81 39.3 21.3 18.1 78 7

1981-82 12.0 16.9 56 345
1982-83 13.5 11.8 10.6 35 9

1983-84 71 10.1 10 8 28 0

1984-85 139.0 13.1 7.2 164 3

1985-86 141.7 26.0 48.8 216 5

1986-87 (Estimated) 162.8 146.7 42.9 352.4

1987-88 (Estimated) 140 4 106.2 50.3 296.9

Total Expenditures,
1976-77 to 1987-88 $813.1 $460.8 $382.0 $1,655.9

Total Estimated Need,
1988-89 to 1999 -200C $3,600.0' $3,300.0 $780.0 $7,680.0

1. Numbers in the first three columns do not always add to the total due to rounding.
2. Lsing the University's higher estimate of $300 miilion per year.

Source: 176-1988 data. Governor's Budget, 1978-79 through 1987 88. 1988-2000 estimate: Segmental calculations of need.
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University of California

The University of California estimates a total capi-
tal outlay budget need of between $200 and $300
million each year through the year 2000. At the
$300 million level, $100 million would be allocated
for renovation and remodeling of existing facilities,
$130 million for new buildings to accommodate both
expanding enrollments and the need for additional
research space, and $70 million for such needs as
roads, utilities, and safety measures like seismic cor-
rectic,sns and asbestos removal. The total need pro-
jected by the University thus becomes somewhere
near $3.6 billion, compared to actual capital outlay
expenditures for the last 12 years of $0 8 billion

The California State University

The California State University currently projects a
need of $1.253 billion in its current five-year capital
outlay budget 1988-89 through 1992-93, and a
similar amount for the succeeding five years. To
this, the State University estimates a ten-year need
of $145 million for repairing roofs, boilers, and re-
lated repairs plus an additional WO million for util-
ities repairs. Assuming that rate conanues through
1999 and 2000, the total capital requirement be-
comes $3.3 billion, compared to actual expenditures
over the last 12 years of $460 million. The State
University estimates that about 25 to 30 percent of
this amount will be required for the renovation of
existing facilities, with the remainder for new facili-
ties to accommodate increasing enrollments. In ad-
dition, $125 million or more could be required if one
or more of its permanent centers in San Diego, Con-
tra Costa, or Ventura Counties develop into full-
fledged, four-year campuses.

California Community Colleges

The California Community Colleges were able to
provide only rough estimates of their capita'. re-
quirements at $65 million per year, with no estimate
for maintenance. The 12-year total is therefore $780
million, compared to expenditures over the past 12
years of $382 million. The Chancellor's Office cannot
break this down into new construction and remodel-
ing/renovation.

2

Why so much?

The first question is: Why are these estimates so
high, especially when compared to the last 12 years
of spending? There are three general answers.

First, the last 12 years have been a period of fund-
ing instability, caused by Proposition 13 and by
the recession in the early 1980s. For several
years, you were forced to take funds that are
usually reserved for capital outlay and shift them
to General Fund support expenditures. Thus,
many priority projects were deferred and the
needs are now becoming critical.

Second, the 1970s represented a period of enroll-
ment stability for the University and State Uni-
versity, while enrollment in the Community Col-
leges grew rapidly. However, during the 1980s
the two four-year institutions have grown rapidly
-- by 12.7 percent at the University and 6.6 per-
cent at the State University -- while, on the other
hand, statewide Community College enrollment
has declined. Capital outlay requirements are not
exclusively enrollment-driven, since facilities
need to be renovated and repaired even in periods
of enrollment decline. However, demand for new
facilities is increased with the kind of growth in
enrollments experienced recently, and estimates
from the segments and the Department of Finance
are that enrollments in the two public university
systems will grow between 14,000 to 36,000 in the
next 12 years.

Third and finally, the segments will be request-
ing, and will need, several billion dollars worth of
construction, renovation, and equipment funding
over the next 12 years, even if enrollment in-
creases are at the low end, as predicted by the De-
partment of Finance. The segmental offices have
given us general estimates that even if enrollment
does not grow at ail. approximately $4 to $5 bil-
lion for routine maintenance and repairs A ill ,till
be required, with approximately a fourth to a
third of the $7.7 billion -- about $2.3 billion -- pro-
jected to be required for capital outlay devoted to
renovation or conversion of existing buildings,
and alterations to meet seismic, asbestos, and
other safety standards.

I also want to reflect a moment on the reliability of
these gross estimates of capital outlay requirements
and their general utility for planning purposes. Let
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me say briefly that I think they are reasonable only
for very general budget planning purposes, to allow
you to anticipate the broad policy and funding
decisions that you will need to make in the next few
years. They are not good for much more than that,
for several reasons.

First, the State does not generally ask the seg-
ments to provide reliable figures for capital outlay
needs beyond the next five years, so their develop-
ment involves much guesswork.

Second, the basic planning tool that we use is
long-range enrollment projections developed by
the Department of Finance, and these figures
have historically had little real predictability
with respect to capital outlay expenditure re-
quirements into the distant future. For example,
Display 2 below indicates that the Department's
1977 projections for California's 1985 adult popu-
lation proved low by between 9 and 13 percent for
those age groups most likely to 2nroll in college.

Finally, we have to rely on the estimates devel-
oped by the segments themselves, which vary in
quality and sophistication. Some of the disparity
between the aggregate need figures for the three
public segments is caused by differences in fund-
ing requirements among them that are real and
that relate to the age and the use of the facility.
For instance, the University of California should
be expected to have high projected need relative to
their size because much of its physical plant is
quite old, as well as because of its basic mission
for doctoral instruction and research. The physi-

cal plant requirements for some of its research
areas with emerging technologies are extremely
sophisticated, often with comprehensive health
and safety needs, and they simply cost more than
general-purpose instructional space. The Univer-
sity also is close to capacity in many of its instruc-
tional and research areas, whereas some Commu-
nity Colleges have excess capacity at this time.
However, we are concerned that one of the reasons
we have such relatively low cost estimates for the
Community College system at this time is that the
Chancellor's Office does not have the capacity to
come up with better cost estimates. Currently
that system has neither a reliable facilities inven-
tory nor the capacity to project enrollments and
relate these projections to capital outlay needs.
As a policy matter, we are concerned that some
steps need to be taken to ensure reasonable parity
among the segments in their ability to identify
and project their funding needs.

What will happen
if funds are not available?

If capital outlay appropriations sufficient to remodel
and maintain the existing plant, as well as to pro-
vide new construction, are not forthcoming over the
next 12 years, it is likely that the segments will ex-
perience several negative consequences:

They may not be able to accommodate all quail-

DISPLAY 2 California Population Projected in 1977 for 1980 and 1985 and Reported in 1986, by
Various Age Groups

Popular on Projected in 1977
for 1980 and 1985

Population Reported in 1986
for 1980 and 1985

Percentage
Difference

Age Group 1980 1985 1980 1985 1980 1985

15 to 19 2,018,360 1,803,309 2,140,382 1,965,565 6.1 9.0

20 to 34 6,008,315 6,288,537 6,629,119 7,121,705 10.3 13.3

Source: California State Department of Finance Reports No. 77P-3 and 86-P-3.

l
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feed students, particularly those eligible to attend
the University and the State University.

Their quality and relevance of instruction will de-
cline if adequate facilities are not provided. This
could be particularly serious in the sciences and
engineering, where the rapidity of technological
change necessitates the availability of modern fa-
cilities.

They could suffer increasing health and safety
problems, particularly on the older campuses.

The State's enormous investment in its 135 public
campuses will be in jeopardy.

Past funding of capital outlay

California has funded its capital needs in a variety
of ways, including the General Fund, tidelands oil
revenues, general obligation bonds. revenue bonds,
and private fund raising, the last being used p.imar-
ily for non-academic space. Throughout the 1960s,
general obligation bonds were used extensively until
a major bond issue was defeated in 1968. Then, al-
though voters approved a major health sciences bond
issue in 1972, they defeated a $150 million Con-
struction Bond Act for the Community Colleges in
1976, and Proposition 13 forced the State to assume
the responsibility for capital outlay in the two-year
colleges with the elimination of a special property
tax for capital outlay that each district could levy to
provide its portion of construction projects. Accord-
ingly, in the 1970s, the primary source of funding
became the State's tidelands oil revenues -- the Capi-
tal Outlay Fund for Public Higher Education
(COFPHE) but this source began to decline late in
the decade. By 1983-84, State-funded capital outlay
had been reduced to minimal levels.

One alternative to both tidelands revenue and gen-
eral obligation bond financing was initiated in 1983
with the passage of Chapter 1268, the High Technol-
ogy Revenue Pond Act. This act permitted the Pub-
lic Works Board to issue revenue bonds and various
kinds of negotiable notes for the construction of
research and educational facilities in engineering,
computer science, and related biological and physi-
cal sciences. The Board then enters into a lease-
purchase arrangement with the institutions of high-
er education, which pay for the leases with appro-

1 0

priations from the State's General Fund. Other
kinds of revenue bonds involve the more traditional
kind in higher education that are instruments
secured by a dedicated income stream for repayment
such as parking lots, dormitories, bookstores, and
other revenue generating facilities.

Faced with having virtually no funds for higher
education capital outlay, the Legislature in 1986
placed the first higher education general obligation
bond issue on the ballot since the 1976 Community
College Bond Act was defeated. Authorized for $400
million, it was approved by the voters and was en-
tirely committed for the 1986-87 and 1987-88 fiscal
years. Presently. a $600 million General Obligation
bond issue is being considered by the Legislature (SB
703, Hart), which is proposed for the November 1988
ballot and which should cover the State's appropria-
tion needs for at least 1988-89 and 1989-90.

Options for accommodating increasing
enrollments and meeting capital outlay needs

You have asked us to identify a broad range of policy
and funding options that the State might consider in
accommodating increasing enrollments and in meet-
ing the large repair, replacement, and new construc-
tion needs of higher education. At least nine options
are possible:

1. increase utilization standards
for classrooms and laboratories

California already has some of the highest space and
utilization standards m the nation This means that
we require our classrooms and teaching laboratories
to be used by more students for more hours than
most other states. Put another way, most states
build larger buildings with more classrooms and lab-
oratories for a given number of students than we do.
Increasing the standards further could reduce capi-
tal costs, but it might also cause space reductions
that would limit students' accessibility to classes,
possibly increase the need for faculty, and probably
lengthen the time students will need to complete
their degrees. Such a decision might also increase
support costs to such an extent that any savings
realized from capital expenditures would be
eliminated.



The high standards currently in place were institut-
ed by the Legislature in 1973 in an attempt to reduce
capital expenditures. In 1985, the Legislature called
for a review of those standards, and in 1986 the Com-
mission published a preliminary report on the sub-
ject (Time and Territory: A Preliminary Exploration
of Space and Utilization Guidelines in Engineering
and the Natural Sciences). We are currently engag-
ed in a major effort to determine if those standards
are appropriate (Time and Territory: Phase fl).

2. Year-round operations

In response to the enrollment pressures in the 1960s,
the State undertook a major experiment in year-
round operation, with many of the four-year cam-
puses introducir.g the quarter system. Subsequent
experience with this approach demonstrated that
few if any savings could be realized, primarily be-
cause of the reluctance of many students to attend
the summer quarter, and the fact that the State-
supported summer quarter replaced self-supported
summer sessions. It appears from that experience
that support costs would exceed capital outlay sav-
ings on most campuses.

3. Expanded use of technology

The use of computers and interactive television, on
and off campus, is expanding access to higher educa-
tion. These technological innovations are most often
used to augment classroom instruction (such as with
drills) or to offer televised classes. Unless adopted
extensively -- and this could have a negative impact
on the quality of higher education -- savings come
primarily in the support area and not in capital out-
lay. However, it appears that computers and tele-
vision, appropriately and selectively used, represent
enhancements in academic programming, not de
vices for major savings, and the State should explore
t. is avenue for providing access.

4. Use of off-camptis centers

Off-campus centers, which do not have the full r, tge
of buildings and services found on a campus, have
been used most by the Community Colleges and the
State University. The primary purpose is to make
education available to students who are distant from
a campus, not to relieve the need for campus expan-

sion. Off-campus centers, therefore, usually repre-
sent an expansion of access, not a strategy to reduce
capital outlay costs.

5. Greater use of the independent sector

Since the purchasing power of student financial aid
has been eroded during the 1980s, there is consider-
able evidence that some students are choosing public
rather than independent colleges and universities.
Recently the Commission for the Review of the Mas-
ter Plan for Higher Education noted (1987, p. 24):

State support for undergraduate student finan-
e'di aid . . . has not always kept pace with
undergraduate enrollment growth in the pub-
lic and private institutions. As a consequence,
many students who might have attended an
independent institution, at substantially less
cost to the taxpayers, have been unable to do
so. The maximum award amount should be
increased to equal the average of the operating
cost per student at UC and at CSU.

The California Student Aid Commission, in noting
that undergraduate enrollment demand in the in-
dependent segment has declined due to the widening
gap between tuition costs and student financial aid,
states that:

The weakening of undergraduate enrollment
demand at independent institutions will con-
tinue to increase pressures on public four-year
institutions at the very time that demographic
changes make it increasingly difficult for them
to accommodate their existing share of college-
bound students without significant new state
expenditures of capital outlay funds for new
facilities (1987).

6. Tax incentives for priva :ontributions
to capital projects

The State already offers many incentives for private
giving to educational institutions. The State could
expand these incentives by increasing deductibility
or providing tax credits for donations foi certain
kinds of facilities.
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7. General Fund support for maintenance
of non-State funded space

Historically, the State has observed a policy of pro-
viding State support for maintenance and repair of
facilities only if facilities were built with State
funds. While there is still some logic to that policy,
the Legislature may wish to re-evaluate it on a selec-
tive basis to encourage the segments to maximize
opportunities for external funding of new buildings.
At the present time, the segments are already seek-
ing other sources of revenue for construction, but the
long-term support costs to maintain non-State-fund-
ed space can be a deterrent to seek funds for instruc-
tional space.

8. Encouraging lower-division students
to attend the Community Colleges

Redirection of freshmen to the Community Colleges
was a State policy in the original Master Plan of
1960. Since there is excess capacity in most Commu-
nity Colleges, redirection efforts could relieve some
of the pressure on the four-year institutions. The
State's current policy is to accomplish this redirec-
tion by making Community Colleges more attrac-
tive to lower-division students through some finan-
cial aid incentives, promoting intersegmental agree-
ments to ensure ease of transfer, and supporting
transfer centers to assist students. Expanding both
aid and transfer agreements, as well as funding to
enhance instruction at the Community College lev-
el, could in the long-run help relieve some of the en-
rollment pressures on the four-year institutions.

9. Bond funding

This has been the traditional approach throughout
the United States to financing higher education fa-
cilities. Currently, SB 703 (Hart) orovides for $600

million in general obligation bonds to be submitted
to the voters on the November 1988 ballot. If ap-
proved by the Legislature and the voters, it will pro-

vide sufficient funding for higher education's needs
for the next two to three years.

Revenue bonds have also been a popular method of
funding, and may continue if SB 1191 (Petris) is
approved to extend the Public Works Board's author-
ization to issue them.

6

How debt service for general purpose revenue
bonds (the High Technology bonds) is subject to the
Gann Limit, whereas debt service for general obliga-
tion bonds is not. In addition, the interest rates on
revenue bonds tend to be marginally higher than
those applied to general obligation bonds, since the
full faith and credit of the State is not behind them.
Obviously, the Gann Limit !presents a serious con-
straint on the continued use of High Technology
bonds.

Conclusions

The three public segments indicate they will need
capital outlay funds of somewhere between $7 to $8

billion between now and the year 2000, more than
ever before provided by the State.

To meet these needs, the State will have to use a
variety of options and funding sources. If even the
minimal infrastructure needs of higher education
are to be met, it appears that General Obligation
bonds will be required. and we believe that the
amount placed en the ballot should be sufficient to
meet the capital outlay needs of the segments for
ieveral years.

The Legislature should also consider methods to
make private donations for certain kinds of facilities
more attractive to both the donors and the institu-
tions. In terms of accommodating enrollment de-
mand more evenly across the range of institutions,
the Legislature should put a high priority on en-
hancing the Community College transfer function
and providing student financial aid sufficient to
make the independent colleges and universities a re-
alistic option for more students.
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CALIFORNIA POSTSECONDARY EDUCATION COMMISSION

THE California Postsecondary Education Commis-
sion is a citizen board established in 1974 by the Leg-
islature and Governor to coordinate the efforts of
California's colleges and universities and to provide
independent, non-partisan policy analysis and recom-

ti to the Governor and Legislature.

a

Members of the Commission

The Commission consists of 15 members. Nine repre-
sent the general public, with three each appointed for
six-year terms by the Governor, the Senate Rules
Committee, and the Speaker of the Assembly. The
other six represent the major segments of postsecond-
ary education in C: lifornia.

As of March 1987, the Commissioners representing
the general public are:

Seth P. Brunner, Sacramento
C. Thomas Dean, Long Beach, Chairperson
Seymour M. Farber, M.D., San Francisco
Cruz Reynoso, Los Angeles
Lowell J. Paige, El Macero
Roger C. Pettitt, Los Angeles
Sharon N. Skog, Mountain View, Vice Chairperson
Thomas E. Stang, Los Angeles
Stephen P. "'eale, M.D., Mokelumne Hill

Representatives of the segments are:

Yori Wada, San Francisco; representing the Regents
of the University of California

Claudia H. Hampton, Los Angeles; representing the
Trustees of the California State University

Arthur H. Margosian, Fresno; representing the
Board of Governors of the California Community Col-
leges

Donald A. Henricksen, San Marino; representing
California's independent colleges and universities

Harry Wugalter, Thousand Oaks; representing the
Council for Private Postsecondary Educational Insti-
tutions

Angie Papaclakis, Palos Verdes; representing the
California State Board of Education

Functions of the Commission

The Commission is charged by the Legislature and
Governor to "assure the effective utilization of public
postsecondary education resources, thereby eliminat-
ing waste and unnecessary duplication, and to pro-
mote diversity, innovation, and responsiveness to
student and societal needs."

To this end, the Commission conducts independent
reviews of matters affecting the 2,600 institutions of
postsecondary education in California, including
Community Colleges, four-year colleges, universi-
ties, and professional and occupational schools.

As an advisory planning and coordinating body, the
Commission does not administer or govern any insti-
tutions, nor does it approve, authorize, or accredit
any of them. Instead, it cooperates with other state
agencies and non-governmental groups that perform
these functions, while operating as an independent
board with its own staff and its own specific duties of
evaluation, coordination, and planning,

Operation of the Commission

The Commission holds regular meetings throughout
the year at which it debates and takes action on staff
studies and takes positions on proposed legislation
affecting education beyond the high school in Cali-
fornia. By law, the Commission's meetings are open
to the public. Requests to address the Commission
may be made by writing the Commission in advance
or by submitting a request prior to the start of a meet-
ing-

The Commission's day-to-day work is carried out by
its staff in Sacramento, under the guidance of its ex-
ecutive director, William H. Pickens, who is appoint-
ed by the Commission.

The Commission issues some 30 to 40 reports each
year on major issues confronting California postsec-
ondary education. Recent reports are 'Listed on the
back cover.

Further information about the Commission, its meet-
ings, its staff, and its publications may be obtained
from the Commission offices at 1020 Twelfth Street,
Third Floor, Sacramento, CA 98514-3985: telephone
(916) 445-7933.
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