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Foreword

How has California financed its commitments to higher education over the three and a half decades since
the Master Plan for Higher Education was adopted in 1960? How did the state’s higher education finance
policies respond to past recessions, taxpayer revolts and revenue shortfalls? How has the crisis in state
finance of the 1990s differed from earlier economic downturns, in terms of its effects on higher education
and the responses of state policy?

To address these and related questions, the California Higher Education Policy Center asked William
Pickens, a nationally respected expert on state higher education finance and an authority on California
higher education, to construct a longitudinal data base on the public finance of higher education over the
last 35 years. The data base compares sources of income
and general areas of expenditure for the University ofy
California, the California State University, the Californiai
Community Colleges, and the California Student Aid
Commission. The data base includes all the major cate-
gories of revenue for the institutions, with special focus
on state and student support for current operations, as
well as funding for capital outlay in the four-year segments. Since the premise of project is to better
understand statewide issues and to provide comparisons between the segments, the data base contains
only totals for each of the segments and the state’s Student Aid Commission, and does not provide sepa-
rate campus budgets. Perhaps the most useful element of the data base will be its “Key Indicators and
Ratios,” which were developed from the raw data in order to track significant changes over time.

The most important finding is that the 1960
Master Plan has become irrelevant as an
operational framework for the public finance
of higher education.

oy % 57 O

This report, also written by William Pickens, provides an interpretative essay that identifies and discusses
some key findings of the data base project. The most important of these is that the 1960 Master Plan has
become irrelevant as an operational framework for the public finance of higher education. As Pickens
reports:

The reality is that funding for higher education, once predicated heavily upon the Master Plan’s
fiscal elements, now operates within a framework of constitutional and statutory provisions which
are unrelated to the Plan or have simply taken practical precedence over it. (p. 21)

In describing the present lack of policy direction with regard to higher education in California, the report
confirms findings in earlier Center reports (see Public Policy by Anecdote, The California Higher Educa-
tion Policy Vacuum, and A State of Emergency). The report also provides a broad understanding of the
complex intersection between state policy and state budgeting over a 35 year period. Since 1990, key
promises in the California Master Plan for Higher Education have been abandoned with little policy dis-
cussion about appropriate public priorities. And after several years of the ensuing “policy vacuum,” there
is currently no planning or process in place to develop or reestablish a policy framework, set state priori-
ties, or link public policy goals to financial policy. This problem goes beyond the harsh budget realities of
recent years. It might have been expected that financial constraints would have resulted in more, rather
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than less attention to the setting of public priorities and the linkage of available resources to those priori-
ties through the state budget. Instead, what has occurred is an abdication of policy leadership.

This report, in discussing two earlier fiscal crises for higher education in California (one lasting from
1970 to 1974 and the other from 1978 to 1984), notes that with one exception, fiscal measures showed
recovery to pre-crisis levels of funding within two to seven years. During each of these prior crises,
although limited state resources required that several of the fiscal commitments be suspended or adjusted
(for example, low or no salary increases or unidentified budget reductions), the overall state policies of
access and opportunity remained intact. Public colleges and universities were given discretion over the
management of tight budgets within the overall framework of the Master Plan, particularly the state’s
commitments to access.

The crisis of the 1990s differed significantly from those in earlier years because during this crisis, virtual-
ly all the fiscal linkages established by the Master Plan were suspended. The Governor and Legislature
have only recently begun inching away from the “block grant” funding approach used for higher educa-
tion since the early 1990s. While there are now modest expectations for increased enrollment, the
approach currently used to fund higher education in California requires little in terms of the number of
students served or the quality of education provided. In general, enrollment levels have been decoupled
from funding, faculty salaries lag behind those at comparable institutions, and student fees have increased
at astronomical rates. Unlike in earlier crises in public higher education finance, there is little reason to
believe that the crisis of the 1990s is cyclical or that economic recovery will relieve pressure on state or
higher education budgets.

The methodology used by Pickens is instructive. His approach in describing the financial resources avail-
able to public colleges and universities is more realistic and straightforward than those currently used in
most state policy deliberations. His measure of total resources per student places less emphasis upon the
sources of revenues (for example, state appropriation or student fees) and focuses, instead, on the total
revenues available to higher education. This approach takes into account replacement revenue—the
increase of student fees to replace state support. It also provides public policy makers with a comprehen-
sive picture of the effects of budget cuts: specifically, the shifts in financial responsibility from the public
to students, and the changes in productivity of public colleges and universities. For example, one (though
not the only) measure of productivity is total revenues per student. Using this measure, Pickens’ data
show that, at a time of increased pressure for productivity improvements in the public sector and in higher
education, the California State University has actually increased its revenues per student in the 1990s (in
inflation adjusted dollars), which represents a decrease in productivity. This was achieved by the combi-
nation of steep increases in student charges and deliberate enrollment reductions.

Facing not only continuing state fiscal stringency, but also the implications of a new world economy,
rapidly changing technologies, and a larger and more diverse population, the state must reestablish the
link between the budget and new policies for higher education. But the policies—and this is critical—
must be addressed first. Unless the state, the institutions and the public explicitly reaffirm the overarching
policy goals of access and opportunity, no budgetary tinkering will set an appropriate course for Califor-
nia’s future.

The Center encourages discussion and debate about the findings and policy implications raised in this and
other Center reports. Information about ordering the data base described in this report can be found on the
final page of this document.

Joni Finney
Associate Director



H vhings fall apart, the poet Yeats wrote
” about the human condition. “The centre

M. cannot hold [and] mere anarchy is
loosed upon the world” (The Second Coming,
1922).

Since 1960, the centre of state policy for
California’s colleges and universities has sure-
ly been the Master Plan for Higher Education.
“[T]he unique and timeless foundation for
postsecondary education,” a blue-ribbon com-
mission on higher education wrote about the
plan in 1987 (CPEC 1993b, Transmittal Let-
ter). A legislative committee then character-
ized it as “widely regarded as the world’s
model for comprehensive planning” (Joint
Committee 1989, p. 2). A prestigious team of
international investigators concluded in 1989
that the Master Plan “is recognized throughout
the . . . world as a bold blueprint of providing
universal postsecondary educational opportu-
nity.” The Master Plan is, they believed, “the
most advanced effort through state action to
organize mass higher education . . . while
maintaining a quality of research and educa-
tion . . . unsurpassed anywhere among OECD
[Organization for Economic Cooperation and
Development] countries and probably in the
world . . . .” (OECD 1989, pp. 9, 25). At the
end of the 1980s, California’s Master Plan for
Higher Education stood as an example of the
state’s most successful public policies.

But the Master Plan’s recent fortunes

remind us of Yeat’s warning that all human
institutions can crumble. “The covenant of the
Master Plan is being undone,” the State
Assembly’s Committee on Higher Education
complained in April 1993 (Committee on
Higher Education 1993, p. 2). The Master
Plan should be scrapped, a former director of
California’s Department of Finance bluntly
told a meeting of the UC Regents and CSU
Trustees in October 1993.

us of Yeat’s warning that all human
institutions can crumble.
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What has happened over these few years?
What is “being undone”? Is California’s reces-
sion alone to blame for the Master Plan’s trou-
bles? Is higher education’s charter viable only
during good times? Surely these are questions
worth considering about a plan whose success
was so loudly proclaimed for thirty years and
so universally affirmed such a short time ago.

Financial Dimensions

This report focuses on the financial dimen--
sions of California’s Master Plan for Higher
Education since 1960 (excluding, unfortunate-
ly, capital construction finance because of
space limitations). In particular, this report
seeks to understand the relationship between
state policy and the financial support of higher

7
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education in California. There are many ways,
no doubt, to study this relationship. One is
through statutes, concurrent resolutions and
other actions by the Legislature and Gover-
nor—prime sources for understanding what
was done through official proclamation.
Another way is to examine higher education
as a subject in legislative reports, Master Plan
studies, scholarly reviews, and agency publi-
cations. These materials are rich and exten-
sive, and this analysis does not aim to add to
them.

This report explores the financial
dimensions of state policy from a
perspective provided by official revenue
and expenditure data for higher education
since the 1960 Master Plan.

v R R,

This report, rather, explores the financial
dimensions of state policy from a perspective
provided by official revenue and expenditure
data for higher education since the 1960 Mas-
ter Plan. In order to provide this analysis, The
California Higher Education Policy Center has
developed a fiscal data base that includes
annual revenues and expenditures since 1958.
The data are especially helpful in answering
the following questions:

o What are the most significant long-term
trends in financing institutions of higher
education since the Master Plan?

® How have earlier fiscal crises affected the
Master Plan’s commitments?

e Has the fiscal crisis of the 1990s destroyed
the Master Plan?

California’s Master Plan
for Higher Education

What is this famous Master Plan? Certainly
it includes concepts in the 1960 report and the
partial codification of its recommendations in
the Donahoe Act of 1961. In a purely legal
sense, the Master Plan also includes statutes
enacted since 1961, including the most recent
reforms and mission definitions of 1989
(CPEC 1993b, pp. 3-4.). Perhaps more impor-

FINANCING THE PLAN

tantly, California’s Master Plan fostered wide-
ly accepted expectations for higher education:
social mobility, affordability, high quality,
work-force preparation, contributions to eco-
nomic development, and cooperation among
institutions to serve students.

Under the Master Plan, higher education
consisted of a public “sector” (the three public
“segments”: the University of California, the
California State University, and the California
Community Colleges) and an independent
“sector” (those colleges and universities con-
trolled by private organizations). To accom-
plish its policy, the Master Plan offered a tri-
partite commitment among the public, the
institutions of higher education, and state gov-
ermment.

The people were offered the promise, stat-
ed unambiguously, that an undergraduate
“space” for every qualified California adult
would be available, despite relatively high ini-
tial entrance requirements for public four-year
institutions (Education Code, Section 2251).

The colleges and universities were offered
the promise that the state would support a
first-rate system of public higher education,
with faculty among the country’s best and
with facilities and equipment second to none
among public colleges and universities. Pri-
vate institutions were offered a state program
of student financial aid, to insure that needy
students could pursue an education there.

The state was offered an orderly system of
higher education where institutions had clear
missions and delineations, where planning in
the public interest (rather than special inter-
ests) would determine the location of new
facilities, and where the institutions would
cooperate to achieve important public purpos-
es as these emerged and changed over time.

Fiscal Understandings
of the Master Plan

But the Master Plan’s central policy and its
tripartite commitment had no chance of suc-
cess without certain fiscal elements—under-

8
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standings if you will—to provide clear and
continuing support. The 1960 Plan itself con-
tained these promises:

® A space for every undergraduate student
would be available. '

e No tuition (payment for the cost of instruc-
tion) would be charged California resi-
dents.

e Students should be charged low fees, only
for “auxiliary services” (the Plan’s term).

@ Each segment would be funded for its par-
ticular mission and should strive for excel-
lence among colleges or universities with
that mission.

o Initial access to higher education would be
primarily through the junior (later called
community) colleges.

o The University of California would be the
state’s principal academic agency for
research and advanced graduate and pro-
fessional education.

o Student financial aid would be provided to
allow students to choose a private institu-
tion.

Over the years, other important elements
with fiscal implications were added to Califor-
nia’s Master Plan:

e Faculty salaries at public universities
should be set in comparison with similar
public and private institutions.

® Special assistance should be provided for
disadvantaged students, for people from
under-represented groups, and for those
with special needs.

e Educational opportunities would be geo-
graphically convenient.

® Wages and working conditions could be
established through collective bargaining.

o Community colleges should be located
throughout the state but remain locally
governed and financed.

With these fiscal elements in mind, we now
turn to the state’s financial framework for
higher education, the most significant trends
in institutional finance, and the comparison
between California’s recent fiscal crisis and
ones earlier. Whether the current crisis has
destroyed California’s Master Plan for Higher
Education will be our final topic.



The State’s Framework for Support
of Higher Education

Support and Subsidies for
Higher Education

Before considering state policies for
finance, it is important to remember that the
government provides subsidies as well as
direct support. California provides state sup-
port through appropriations only to public
institutions, for both operating expenses and
capital outlay. But the state also subsidizes
these public institutions through grants to
leverage resources from others (“seed money”
for obtaining federal research dollars at the
University of California), through the autho-
rization to charge student fees and tuition, and
through tax exemptions for property and com-
mercial transactions related to education. The
state also provides subsidies to private col-
leges and universities, by making financial aid
available for their students and by providing
them with tax exempt financing for academic
facilities. When support and subsidies are
added together, the State of California’s finan-
cial contribution to higher education is consid-
erable indeed.

Important State Policies for
Support of Higher Education

Higher education covers a wide range of
activities—teaching, research, public service,
athletics, and commercial activities. The State
of California has chosen to provide taxpayer
revenues only for certain activities—primarily
instruction and related activities (such as
libraries and computer centers), student ser-
vices (admission, counseling), administration
of the educational program, operation and
maintenance of the physical plant, and some
student financial aid. The state has also chosen
to provide funds for activities in one segment
and not the others, based on differences in
their missions (research at the University of
California and “adult education” at the com-
munity colleges). Generally, the state’s sup-
port has come through direct appropriations of
“General Funds” to the public segments and to
students (financial aid), through the authoriza-
tion for the public segments to impose student
fees, and through bonds for capital outlay.

19
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The Most Significant Trends in Higher
Education Finance

Core Measures

The California Higher Education Policy
Center’s fiscal data base includes revenues and
expenditures for every year from 1958 through
1994 (a description of the data base appears in
Appendix One). Though extensive, the data
were intended to be used to analyze state poli-
cy for higher education, and so contain only

- totals for the segments and the state’s Student

Aid Commission, not campus budgets.

In their raw form, however, the revenue and

- expenditure data are not terribly helpful for

analyzing state policy and institutional finance.
First, some measures need to take size into

. account by dividing revenues or expenditures
" by the number of students. Then, some mea-
- sures need to take the impact of inflation into
~ account, by showing “constant dollars” which

eliminate increases solely from rising prices. In
the data base, the sections titled “Key Indica-

- tors and Ratios” reveal useful measures to ana-

lyze the raw data. In these sections, enrollment
is expressed in terms of “full-time-equivalent”

- measures, the standard way of calculating sup-

port for budgetary purposes.  The Higher Edu-

.cation Price Index (HEPI) and the Consumer

Price Index (CPI) are used to account for infla-
tion, and they are explained in Appendix One.
Finally, for the purposes of this report, the
“core measures” listed in Table One were
selected as most important for analyzing policy
over time.

There is no single “core” measure which
best evaluates public policy or institutional pri-
orities. Rather, a variety of measures should be
taken into account since, together, they often
convey a strong sense of direction. The interac-

tion of these measures provides a rich perspec-
tive on the role of direct state support and
shifting priorities in the overall financing of
higher education, especially because certain
measures—general revenues per FTES in par-
ticular—include revenues from student charges
since the Master Plan’s origin (see the caveats
concerning all fiscal analysis in Appendix
One).

Trends from 1960 to 1990

In order to isolate the recent experience of
fiscal crisis, those trends from 1960 to 1990
were studied first, followed by an examination
of the most recent years. Appendix Two dis-
plays the core measures for public higher edu-
cation, and the proportion of Cal Grants for the
independent sector, over the three decades
since the 1960 Master Plan. Several conclu-
sions from these years are important.

(a) The share of state appropriations for
the three public segments was much
the same in 1990 as in 1960.

Although state General Funds for the three
public segments grew enormously between

- 1960 and 1990 (from $220 million to $5.6 bil-

lion), the percentage of state General Fund
expenditures committed to them changed very
little, increasing (as Table Two reveals) from
12.26 percent to 13.94 percent. This stability
came despite massive shifts in property taxes
and substantial increases in non-state support
for all three segments, especially the Universi-
ty of California. However, the percentage of
state expenditures shifted substantially among
the segments; the Community Colleges’ pro-

5
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FINANCING THE PLAN

- TABLE ONE
Summary of Core Measures
- UC and CSU . - CCcC
Full-Tirﬁe-Equivalent Students Units of Average Daily Attendance (ADA)
(FTES) and Full-Time-Equivalent Students (FTES)
State General Funds per FTES Total Income per ADA Unit
Adjusted for Inflation Since 1960 Adjusted for Inflation Since 1960
General Revenues per FTES Current Expense of Education
(State Gen. Funds-& Student Revenues) per ADA Unit*
Adjusted for Inflation Since 1960 Adjusted for Inflation Since 1960
State General Fund Appropriations State General Fund Appropriations
as a Percentage of Total State as a Percentage of Total State
General Fund Expenditures General Fund Expenditures
Instructional Expenditures Instructional Expenditures per ADA Unit
per FTES Adjusted for Inflation Since 1960
Adjusted for Inflation Since 1960
Instructional Activities as a Proportion Instructional Activities as a Proportion
of State Support of State, County and Local Revenues

The Proportion of Cal Grants Provided to Each Public Segment
The Proportion of Cal Grants Provided to the Independent Sector

* “Current Expense of Education” (CEE) was chosen as a core measure because it is the most consistently defined measure of
resources for the educational and general activities of the community colleges. By law (Education Code 84362c), its compo-
nents are certificated salaries, classified salaries, employee benefits, supplies and material for general purposes, and other
operating expenses. For more information on this measure, see Appendix Six, California Community Colleges, “Notes on
Expenditures.”

portion grew considerably while the propor- (b) The state’s funding per student kept
tion provided to the University of California exact pace with funding of higher
fell. education in other states but

increased substantially when com-
pared with other sectors of the
TABLE TWO economy.

The Public Segments’ Proportion of

. Table Three shows that, despite fluctua-
State General Fund Expendltures tions in annual funding and the traumas of

Proposition 13 and periodic recessions, the

1960/61 1989/90 ) .
720% 5.26% state’s commitment of its General Funds per
4.08% 4.14% student in all three segments remained excep-
0.98% 4.54% tionally stable through 1990, when the figures
are adjusted by the Higher Education Price
12.26% 13.94% Index (HEPI). This indicates that the Califor-

o } BEST COPY AVAiLABLE
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nia institutions remained almost exactly equal

in state General Fund purchasing power when
compared to other colleges and universities
around the nation, since that is what the HEPI
measures.

When per-student General Funds are
adjusted for changes in the Consumer Price
Index (CPI), however, a different picture
emerges. Since the CPI rose less than the
HEPI over these thirty years, the three seg-
ments experienced considerable real growth in
CPI-adjusted, per-student revenues, ranging
from +27 percent to +41 percent. The same
conclusion emerges when per-student General
Funds are measured by the Gross Domestic
Product Deflator, the overall measure of prices
throughout the U.S. economy (see Appendix
One for a comparison of these measures).

(c) The long-term trends in per-Student
support are not smooth or even.

Per-student support between 1960 and
1990 looks more like a giant roller coaster
rather than a gradual ascent. For instance, the
increases in per-student support by state Gen-
eral Funds came only because of a few years
of large per-student growth in California dur-
ing the 1970s and 1980s. For example, take
away per-student state funding growth for the
University of California in fiscal years 1973,
1976, 1977, 1981, 1985 and 1986, and the
thirty-year, per-student funding measures for
that segment would be quite negative. If the
few “boom” times are removed from the
series for all public segments, higher educa-
tion in California declined in per-student fund-
ing between 1960 and 1990—even before the

TABLE THREE
Selected Core Measures of Operating Budgets

for Public Higher Education
St 960/61 to 1989/90)

Source: Appendix Two.

* Why use two measures of inflation? The Higher Education Price Index (HEPI) measures cost increases due solely to being in
the business of higher education and places a heavy emphasis on the trends of faculty salaries nationwide. The Consumer
Price Index (CPI) measures cost increase of goods and services to individuals, but parallels generally the U.S. economy’s

13 inflation rate as a whole. The HEPI is the better measure for the markets which institutions of higher education must compete

- in; the CPI is the better measure for comparing higher education’s price changes to those in the overall economy. 1

E + Includes local revenues such as property taxes. Throughout this essay, the “state” contribution to the community colleges is
assumed to include property taxes since these have been an important element in their funding from the beginning.

1960/61 1989/90 % Change
$ 2,497 $2,470 -1.1%
$2,497 $3,181 +27.4%
$ 992 $ 1,088 +9.7%
$ 992 $ 1,401 +41.2%
$ 611 $ 644 +5.4%
$ 611 § 830 +35.8%

13
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FINANCING THE PLAN

TABLE FOUR

Instructional Expenditures at CSU and CCC

Source: Appendix Two.

* Earliest year available. Excludes extension and non-state-funded summer sessions.

1963/64* 1989/90 % Change
$771 $4,194 +444.0%
$771 . $ 852 +10.5%
$771 $1,018 +32.0%

73.7% 70.1% N/A
1960/61 1989/90 % Change
$334 $1,714 +413.2%

$334 $ 312 -6.6%
$334 $ 401 +20.1
50.1% 47.8% N/A

current recession. Likewise, the years of fund-
ing crises (to be described later) involved
large losses in per-student state support. Over-
all, the years between 1960 and 1990 repre-
sent a history of abrupt, annual changes in
state resources for the public segments of
higher education.

(d) Expenditures per student for
instruction have grown in public
higher education but not as a pro-
portion of state appropriations in
two of the three segments.

State policy has always emphasized
instruction as crucial to the mission of all pub-
lic institutions, and the Master Plan declared
that “no tuition” should be charged resident
students to pay for it. As a result, changes in
instructional expenditures over time are
important, though very difficult, to evaluate.

Between 1960 and 1990, the total dollars
and inflation-adjusted dollars spent for student
instruction grew in the public segments, with

the largest increase occurring, ironically, at the
state’s research segment, the University of
California, and smallest in the community col-
leges.

Measuring instructional expenditures for
the California State University and the Cali-
fornia Community Colleges is reasonably
straightforward since instruction is their pri-
mary mission and its financing does not
involve other complications, as it does for the
University of California. Therefore, Table
Four presents instructional expenditures per
student and the proportion of state appropria-
tions spent for instruction only for Cal State
and the community colleges.

The data in Table Four reveal a mixed pat-
tern of instructional expenditures. When mea-
sured by the CPI, both Cal State and the com-
munity colleges spent considerably more
resources per student on instruction in 1990.
But when expenditures are adjusted by the
HEPI, which is heavily influenced by faculty
salaries nationwide, the changes are less dra-

14
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matic: Cal State increased its expenditures by
10.5 percent per student while the community
colleges in 1990 were 6.6 percent below the
1960 level. The proportion of instructional
expenditures from total state appropriations
fell slightly over the years for both these seg-
ments. It is interesting to note that the propor-
tion of state appropriations spent for instruc-
tion is higher at Cal State than at the commu-
nity colleges (including property tax rev-
enues), though some of this dlfference relates
to accounting practices.

It is not valid to compare expenditures for
instruction at the University of California
directly with the other segments because
departmental research, the university’s exclu-
sive mission among the public segments, is
funded in the same category as instruction (the
separate categories “Organized Research” and
“Agricultural Extension” are not included
here). Table Five reveals that expenditures for
instruction and departmental research
increased significantly at the University of
California between 1960 and 1990.

Is the increase represented in Table Five an
accurate measure of the university’s resources
devoted to instruction alone, or to undergradu-
ate instruction? Not really, since the funding
category includes large portions of time for

research, and the state’s funding formulas sim-

ply added faculty dollars as enrollment grew
but did not necessarily add classroom contact

hours proportionately. It does appear reason-
able to conclude, however, that the university
was spending at least as much of its state
resources for instruction per student in 1990
as it was'in 1960.

(e) Trends by decade using per-student
data show that several popular
impressions about higher education
finance are wrong.

Investigating the state financial patterns
using per-student data, rather than relying only
on total revenues, reveals that some popular
impressions about each decade are wrong. The
sixties are remembered as the decade of grand
visions from the Master Plan and booming
times for higher education. Governor Pat
Brown is hailed as the architect of the modern
system.

But inflation-adjusted, per-student finances
tell a different story. Certainly, the decade saw
several new campuses and enormous enroll-
ment growth: all three public segments more
than doubled their student bodies as shown in
Appendix Two. Dollars poured into these
institutions: state funds almost tripled for the
University of California and increased by
more than threefold for the California State
University (then called the Cahforma State
Colleges).

In terms of state General Funds per stu-
dent, however, the sixties was the worst
decade in modern times for the University of

TABLE FIVE -

- Instructional Expend‘ltures at UC

1960/61 1989/90 % Change
$1,145 $ 7,894 +589.4%
$1,145. $ 1,435 +25.3%
$1,145 $ 1,848 +61.4%
45.8% 58.1% N/A

*Excludes extension and summer sessions.
Source: Appendix 2.
%
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California, when per-student dollars fell
according to both inflation measures. The Cal-
ifornia State University fared better but still
had the lowest measures in the three decades.
The reported data show the California Com-
munity Colleges as ranking first among the
three segments for growth per student, but
before the junior colleges were joined under
the Board of Governors in 1967, the data are
suspect.

The 1970s, by reputation, was a time of
stagnation in the financial fortunes of colleges
and universities. The decade began with the
announcement of “the new depression in high-
er education” (Cheit 1971) and ended with the
surliness of Governor Jerry Brown toward the
whole enterprise. But in terms of general rev-
enues and instructional expenditures, the
1970s was the best decade in modern times for
the public segments, even though enrollment
growth slowed dramatically and the CPI rose
in unprecedented leaps (at a rate considerably
faster than the HEPI). Even so, the University

FINANCING THE PLAN

of California’s general revenues per student
increased by 8.7 percent over the decade using
the galloping CPI as deflator, and instructional
expenditures (including departmental
research) increased by 11.7 percent in (CPI)
inflation-adjusted dollars.

During the 1970s, the state colleges
became the California State University and
Colleges and increased their general revenues
per student by even more than UC: by 24.3
percent according to the HEPI and 1.7.2 per-
cent in CPI-adjusted revenues. Instructional
expenditures increased in roughly equal per-
centages.

The California Community Colleges fared
well, but experienced smaller total income
increases per student than the four-year seg-
ments, in part because their enrollment growth
was largest among the segments and in part
because of losses after Proposition 13 in 1978.

The 1980s lost this robustness of per-stu-
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Source: Association of Independent California Colleges and Universities.
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dent revenue growth, even though inflation
fell considerably. Appendix Two indicates that
enrollment increased most in the University of
California (+21.2 percent) and least in the
community colleges (+2.7 percent). Appendix
Two also shows that the rate of change in all
core revenue measures per student—as mea-
sured by the HEPI—decreased substantially
by the end of the eighties. With the growth in
the inflation adjusted, per-student revenues
were positive only because of the years
1984/85 through 1986/87. The rest of the
decade saw negative annual changes in per
student funding by the state for.all three seg-
ments.

There were other important reversals dur-
ing the 1980s as well. Cal State fell behind
UC in the rate of change for every core mea-
sure for the first decade since the Master Plan,
suffering an 8.5 percent HEPI-adjusted
decline of state General Funds per student.
The total income per ADA of the community
colleges fell slightly when measured by the
HEPI, as did instructional expenditures per
student. Finally, the inflation measures them-
selves showed a dramatic reversal. As the CPI
fell, the HEPI remained high because institu-
tions throughout the nation sought to restore
purchasing power to:faculty. and staff after
saIarles eroded durmg the 1970s. .

(f) The. Master Plan 'S orlgmal purpose '
© of providing student financial aid .

. primarily for prlvate institutions
was changed considerably between
1960 and 1990.

Although most student financial aid comes
from the federal government or from colleges
and universities themselves, the state has
played a significant role through its State
Scholarship (now Student Aid) Commission.
The Master Plan’s original purpose for state-
supported student aid was clear; it was to
assist students who wished to attend indepen-
dent institutions. Not surprisingly, more than
91 percent of the Commission’s grants in 1961
were provided to students in that sector. By
1989, however, the proportion had fallen to 44
percent, a trend which has' continued into the
1990s (see Appendix 2D). The number of Cal
Grant A awards, which provided coverage for
tuition primarily for private institutions, grew
robustly from 1970/71 to 1980/81 (doubling
from 15,914 to 38,735) but grew hardly at all
during the eighties. Figure One shows that the
maximum Cal Grant started to fall rapidly
behind the average tuition in the 1980s, and
by 1990 was less than half of tuition.

This dramatic decline did not result from
adopted policy to re-direct funds away from
the independent sector. Rather, it was a natural
by-product of the state’s adding numerous
grant programs with purposes other than
choice of private institutions. Large increases

. in student fees in the public four- year seg-
“ments also drew dollars away: the proportlon

of total grants for these two- ‘segments rose
from 8.7 percent to 39. 5 percent over-the thlr—
ty years smce the Master Plan

: Appendlx-Three descrlbes some reasons
for these trends over the Master Plan’s first
thirty years.
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" Fiscal Crisis and California Higher Education

Years of Fiscal Crisis: appropriations alone. Table Seven summarizes

State Support During the 1990s these data and is essential for interpreting state

: o policy for higher education since it adds the
The 1990s brought the most serious down-  dimensions of:

turn in state revenues since the Great Depres- _
sion sixty years ago. As Table Six shows, @ Per-student funding, to show the overall

General Fund expenditures declined by 3.2 resources available per student;

percent from 1990/91 to 1993/94. But the )
reduction of state General Funds for higher ® Revenues from student fees, where increas-

education was ten times this decline: almost €S were enormous,
19 percent even when the state Student Aid
Commission is included. This colossal de- @ The state’s shift of property tax revenues
funding is the prime reason why the Master back to the community colleges, which
Plan’s viability has been so universally ques- replaced their General Fund dollars; and
tioned.
o The proportion of Cal Grants awarded to
Appendix Four offers a more complete students at independent institutions, which

understanding of this fiscal crisis than state continued to fall.

TABLE SIX
State Appropriations for Higher Education

and State General Fund Expenditures
(1990/91 to 1993/94)

1990/91 1993/94 % Change
$2,135,733,000 $ 1,793,236,000 -16.0%
$ 1,653,399,000 $ 1,498,597,000 -9.4%
$1,778,397,391 $1,182,055,000 -33.5%
$ 160,663,000 $ 203,396,000 +26.6%
$ 5,846,960,688 $4,677,284,000 -18.3%
$ 40.26 billion $ 38.96 billion -3.2%
*Total state income minus capital outlay.
Source: Governor's budgets and CCC Fiscal Data Abstracts.
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TABLE SEVEN
A Percentage Change in General Revenues Per Student

990/91 to 1993/94)

CcsU
-0.08% +12.07% +3.09%
-9.59% +2.13% - 6.08%

+2.42%

B. Proportion of Cal Grants Awarded to Students
at Independent Institutions

(1990/91 to 1993/94)

1990/91 1993/94

41.98% 31.24%

property taxes.

Source: Appendix Four.

* Includes state General Funds systemwide student fee revenues, non-resident tuition, and, for the commumly colleges only,

-“General Revenues,” as defined here, are a

much more reallstlc measure of the resources . ..

for_higher education than are.state General

Funds alone. To bé-sure; a- long -term perspec- -

tive' USIng“‘General Réevenues per student”
has many frustrating complications for analy-
sis. For example:

e The research and graduate/professional
portion of the university’s expenditures has
grown substantially since 1960, much of

+ which is funded from “General Revenues”
but directly affects a relatively small num-
ber of students.

o A rapidly growing proportion of “General
Revenues” from student fees at UC and
CSU are committed to internally distrib-
uted student financial aid.

Despite these complications and some
potential for misleading conclusions over the
long term, “General Revenues” as defined
here, should always be one measure in analyz-
ing the trends of public finance for higher edu-
cation in California.

What caused these substantial differences

BEST COPY AVAILABLE -

in per-student funding among the segments?

_._Clearly, enrollment changes' played a'major.

role. During. the 1990s, FTE. students
decreased slightly at the community colleges,

" though with sharp spikes up and down. Since.

1990, the number of FTE students declined by
2 percent at the University of California and
by 11 percent at the California S'ta"te‘UniVersi—
ty. This generated an actual increase in gener-
al revenues of 12 percent per student at'Cal
State before inflation and an increase of 2 per-.
cent per student (using thé HEPI) even after,
inflation. ;

This colossal de-fdnding is the prime
reason why the Master Plan’s viability
has been so universally guesiioned.

Why is the pattern of general revenues per
student so different than the percentage
change in state appropriations for higher edu-
cation? Without doubt, the most significant’
reason is the large increase in student revenues
from 1990/91 to 1993/94, as shown in Table

_Eight.
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A Focus on Fiscal Crisis: The -
Master Plan Durmg Hard Times

Since the 1960 Master Plan, the State of
California has suffered three fiscal crises and a

" massive dislocation from Proposition 13’s
s reduction of property taxes. The early 1970s

saw state revenues. turn down, and funding
cuts followed for the University of California
and.the California State University (then

called the California. State Colleges). The late:

1970s required a major adjustment for the loss
of 60 percent of the commumty colleges’

property tax revenues, followed by a reces- -
“sion-induced decline in state revenues through -

1983. From 1990 through 1993, state govern-
ment faced its most serious downturn in rev-
enues since the Great Depression, caused by
the nation’s recession and defense cutbacks.

To fully understand the dimensions of the
recent fiscal crisis, it is helpful to examine the
state and institutional responses to each of the

FINANCING THE PLAN

“earlier crises and evaluate their-effects on the
‘Master Plan’s fiscal elements. ~ ~ - %

As shown in Appendix Five and s__umm'zi—
rized in Table Nine, the University of Califor-
nia and the California State University recov-

_ered from the first two crises quickly, in term$

of the “core measures”; the ﬁscal framework
of the Master Plan was kept well intact. The
California Community Colleges were not par-

~ticularly influenced by the 1970 recession

because property taxes, their major fundmg
source, continued to mcrease durmg those

_ years

Proposition 13 and the second recession,
however, created a crisis far more severe for
the California Community Colleges. The com-
munity colleges have never returned to their
pre-Proposition-13 levels for “Total Income”
per ADA nor for their “Current Expense of
Education” per ADA, a measure defined in
statute. State-determined student charges were

TABLE EIGHT

General Revenues for the Three Public Segments of Higher Education

1990/91 to 1993/94 (Dollars in Millions)

1990/91 1993/94 % Change
$ 3301 $ 5965 +80.7%
$2,135.7 $1,7932 -16.0%
$ 31438 $ 4645 +47.6%
$1,653.4 $1,498.6 -9.4%
$ 723 $ 1821 +151.8%
$2,539.8 $2,4521 -0.3%

* This is represented in the Center data base by “Total Resident Student Fees” (registration fees, education fees,
and professional student fees) plus “Total Non-Resident Tuition Revenues.” For more explanation, see
Appendix Six.

t This is represented in the Center data base by “Regular Session Fees” (the ““State University Fee”) plus “Non-
Resident Tuition.” For more explanation, see Appendix Six.

** The recent Governors’ Budgets have complicated year-to-year comparisons by “rolling forward” large, unex-
pended sums and reappropriating them. For comparability this number includes unexpended balances in
1993/94.

° State income minus capital outlay plus property tax revenues.
% This is represented in the Center data base by “State-Determined Enrollment Fees.”

Source: Center data base.
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- TABLE NINE
Summary of the Etfects of Fiscal Crises for Public Higher Education

A. The Crisis of 1970 to 1974

_ Years Before Enrollment
Returned to
Pre-Crisis Levels

(Recession & Student Unrest)

Years Before Inflation-Adjusted,
Per-Student Measures
Returned to Pre-Crisis Levels

3 years

Increased throughout crisis

Years Before Enrollment
Returned to
Pre-Crisis Levels

is-011978 0-1984 (Proposition 13 and Recession)

From 2 to 4 years

From 4 to 5 years

Years Before Inflation-Adjusted,
Per-Student Measures
Returned to Pre-Crisis Levels

Increased except for 1980/81

Back in 3 years, then dipped

Back in 2 years, increased thereafter

Finally reached earlier levels in 1988

Back in 3 years, then dipped for 4 years
All measures back in 7 years

Back in 2 to 3 years, then dipped
All measures back in 7 to 8 years

Never returned to 1978 levels

Source: Appendix Five.

imposed in 1983 for the first time, and their
mission was adjusted by the Legislature in the
late 1980s.

The crisis of the 1990s differs significantly
from the two earlier crises. First, the decline
of state General Funds for higher education is
unprecedented; these funds in 1993/94 were
one-fifth less than in 1990/91. Unlike before,
when state General Funds were restored to the
University of California and the California
State University after the fiscal crises, there is
no reason to expect a return of state support.
Second, the earlier crises do not appear to
have affected enrollment much, except tem-
porarily for the community colleges. During
the nineties, though, student fees have been
increased in every public segment to offset
large cuts in state appropriations. This fact,
along with “enrollment management” policies,

B
Vo

have placed a downward pressure on enroll-
ments.

Community college enrollment in particu-
lar has been affected by these fee increases
and budget cuts, and Cal State adopted a poli-
cy of relating enrollment directly to changes
in state funds. In fact, as Table Seven indicat-
ed, Cal State implemented this policy to the
extent that per-student, inflation-adjusted rev-
enues have actually increased through
1993/94 because enrollment fell faster than
“General Revenues.”

Turning the Corner?
The 1994/95 Operating Budget

The state’s appropriations for higher educa-
tion increased in 1994/95, for the first year in
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four. Altogether, the public segments and the
Student Aid Commission received state appro-
priations (including property tax revenues)
which were 4 percent higher than the year
before, and student fee increases at both the
University of California and the California
State University were held to 10 percent (fees
were not increased at all in the Community
Colleges).

Does this mean a return to financing higher
education “as usual”? No. Despite the reces-

FINANCING THE PLAN

sion’s end in California, it is unrealistic to:

i beliéve that the resource levels of earlier times -

will be restored in the long run. California’s
revenue-growth prospects are much lower
than before, the state carries a substantial
deficit into 1995, and sectors such as K-12
and the Department of Corrections will com-
mand the lion’s share of any increases. It is
reasonable to conclude, however, that the fis-
cal crisis of 1990 to 1994 has ended, or at:
least entered another phase.
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The Viability of the Master Plan

What Role Has the Master Plan
Played in Financing?

Since the federal constitution leaves
responsibility for education to the states, any
state’s policy framework for higher educa-
tion—or lack thereof—will profoundly shape
funding for that state’s institutions. In this
regard, California differs from most other
states in two important ways: its Master Plan
for Higher Education has strongly shaped mis-
sions and enrollment criteria of the state’s
institutions, and the state constitution prohibits
direct appropriations to the private sector.

The Master Plan as an Agreement

The Master Plan’s center is an overarching
policy of access to high quality institutions of
higher education and the opportunity to
choose among them. This policy was to be
accomplished by guaranteeing that an under-
graduate “space” would be available for every
qualified California adult somewhere in high-

sented groups, and others with special needs.
Collective bargaining for both faculty and
staff was authorized. Californians were
promised a first-rate system of public higher
education, with faculty among the country’s
best (with competitive salaries). Facilities and
equipment were to be second to none among
other public colleges and universities. Stu-
dents at public institutions came to receive a
larger proportion of state student financial aid
grants than those at private colleges and uni-
versities, the Master Plan’s original focus.
This is not to say that higher education
received every dollar requested or that budgets
have always been adequate. But overall, the
state has funded higher education in ways that
kept these commitments to the institutions. As
the leading annual review entitled State Pro-
files shows, California’s allocation to public
higher education, as a percent of tax revenues,
has been among the nation’s highest for many
years (Halstead 1993, p. 121).

The Master Plan’s center is an

overarching policy of access to high
quality institutions of higher education
and the opportunity to choose among
them. :

er education, without charging tuition and at
affordable costs. The Master Plan’s emphasis
was squarely on initial access through an

entirely open-access, two-year college system
with the promise of transfer to a baccalaure-
ate-granting university. To allow choice, cam-
puses would be located conveniently through-
out the state, and a state student financial aid
agency would promote access to private insti-
tutions.

Over the years, the Master Plan’s original
commitments were broadened. The Legisla-
ture added numerous programs to assist disad-
vantaged students, people from under-repre-

On their side, the higher education institu-
tions were required to keep their entrance
requirements consistent with the Master Plan’s
eligibility ratios, and to accommodate any
qualified student somewhere within the sys-
tem or “segment” (though not necessarily on
the campus or in the program of choice). Each
segment was to remain within its mission as
defined by the Master Plan, the campuses
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were to cooperate to insure an orderly flow of
students among themselves, and institutions
were to pursue certain state priorities as
defined periodically by the Legislature and
Governor. Finally, the public segments were

FINANCING THE PLAN

played the strongest role in the history of Cali-
fornia higher education. Nevertheless, the
Center’s data base and the record of thirty-
three years provide glimpses into which ele-
ments, identified earlier, are most prominent.

In descending order of their effectiveness over
the Master Plan’s history, these elements
appear in Table Ten.

expected to strive for national-—even interna-
tional—reputations.

Elements of the Master Plan Evaluated

Since the early 1960s, the vast majority of
increased state appropriations—upwards of 90
percent—have been provided for enrollment

There is no strictly objective way to deter-
mine which elements of the Master Plan have

TABLE TEN

Fiscal Elements of California’s Master Plan
In Descending Order of Effectiveness over the Years

1. A space for every qualified undergraduate student would be available.

2. Faculty salaries at public universities should be set in comparison with similar
institutions in other states.

3. Initial access to higher education would be primarily through the junior (later
called community) colleges.

4. Special assistance would be funded for disadvantaged students, and people from
under-represented groups and those who have special needs.

*5.  The University of California would be the state’s principal academic agency for
research and advanced graduate and professional education.

6. Wages and working conditions could be established through collective bargaining.
7. Educational opportunities should be geographically convenient.

8. Each segment would be funded for its particular mission and should strive for
excellence among colleges or universities with that mission.

9. Community colleges should be located throughout the state but remain locally
governed and financed.

10. Students should be charged low fees, only for auxiliary services.

11. Student financial aid should be provided to allow students to choose a private
institution.

12. No tuition (payment for the cost of instruction) would be charged California resi-
dents.
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increases in all public segments and for salary
adjustments in the public four-year institu-
tions. The funding approach toward the Uni-
versity of California and the California State
University remained remarkably stable
between 1961 and 1990: a fixed student facul-
ty ratio was used to calculate instructional
budgets and a methodology for faculty salary
comparisons heavily influenced compensation
increases, which were adjusted periodically. A
very small proportion of additional funds have
periodically been provided for specific new
programs or special state initiatives. While
these certainly command the most attention in
legislative debates over the budget, they repre-
sent a minuscule portion of funding when
compared to the prior year’s appropriation and
annual enrollment/salary adjustments.

Even during years of budget crisis before
the 1990s, this funding approach for the Uni-
versity of California and the California State
University remained intact, though the agree-
ments were sometimes ‘‘suspended.” But even
when suspended, another set of understand-
ings was invoked which helped maintain the
Master Plan framework:

® low or no salary increases;

o unidentified reductions (rather than
changes in the student/faculty ratio); and

® increases in student fees.

When prosperity returned, the Master
Plan’s fiscal elements were largely re-instated.
To be sure, the approach placed highest priori-
ty on funding enrollment in the four-year seg-
ments—even when this required larger
“unidentified” reductions in order to provide
the funds, at least on paper, for a stable stu-
dent/faculty ratio.

It is more difficult to characterize fiscal
policies regarding enrollment in the communi-
ty colleges, primarily because they are local
institutions with state funds and property tax
revenues mixed for each of the dozens of dis-
tricts. Further, Proposition 13 destroyed the
local nature of property taxes, whose revenues
were not based at all on enrollment. Overall,
though, enrollment funding played a predomi-

nant role, especially after Proposition 13,
although growth caps in the state budget and
funding limits have established the outer lev-
els of state responsibility.

The 1960 Master Plan indicated that any
person over the age of 18 who could benefit
from instruction could attend a community
college. That invitation has been modified
slightly over the years, but the formal commit-
ment for funding a broad set of responsibili-
ties continues. Currently, the primary mission
of the community colleges is to “offer acade-
mic and vocational instruction at the lower
division level . . . [through] the second year of
college.” Beyond this, the community colleges
have the “essential and important functions,”
with public support provided, of remedial
instruction in conjunction with school dis-
tricts, instruction in English as a second lan-
guage, adult noncredit instruction, and support
services to help students succeed at the post-
secondary level. The community colleges also
have *“authorized” functions, including the
provision of tuition-supported community ser-
vices.

Despite these proclamations, the tax sup-
port for the community colleges has often
lagged behind actual enrollments. From the
beginning, the state’s financing approach has
limited in some way the state’s “exposure” for
funding rapid increases in enrollment or other
college expenses. In part, this was justified by
the state government’s resistance to providing
any division a “blank check.” In part, it rested
on a suspicion around the capitol in Sacra-
mento, dating back to at least the early 1970s,
that the individual colleges’ priorities for
growth and curricular emphasis did not accord
with the state’s priorities.

In the past, enrollment beyond the funded
formulas has been frequent. For example, in
1988/89 community colleges enrolled almost
20,000 more full-time-equivalent students
than the state-level formulas funded, a number
which swelled to 60,000 in 1992/93. The
statewide chancellor’s office indicated that
roughly 100,000 enrolled students were
unable to obtain their courses in 1992/93 and
that roughly half then withdrew altogether
(California Legislative Analyst’s Office 1993,
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p. F-44). Nevertheless, enrollment and general
measures of inflation remain the main drivers
of community college funding.

Without question, those Master Plan ele-
ments that have declined most in importance
in the actual implementation of state policy
are the ones regarding low student fees, finan-
cial aid primarily for private institutions, and
the prohibition against tuition. Although rela-
tively low student fees have been the rule
(especially in the community colleges and the
California State University), revenues from
student fees have frequently been used to soft-
en the impact of state budget cuts, starting for
UC in the early 1970s, for CSU in the early
1980s, and for the community colleges in the
1990s.

The best evidence for this conclusion
involves a long horizon. Table Eleven, which
covers 1960 to 1993, identifies the large dif-
ference between state General Funds per stu-
dent compared to “General Revenues” (which

TABLE ELEVEN
How Student Charges Have Affected Financing -

(UC and CSU)

FINANCING THE PLAN

include student charges, an increasing propor-
tion of which is used for student financial aid
within each segment). Without student charges
added to state appropriations, UC would have
suffered a decline in revenues (using either the
HEPI or the CPI adjustment), while CSU
would have seen its HEPI-adjusted revenues
per student decline. Although student charges
for California residents are still referred to as
“student fees” and not “tuition” in all three
public segments, their current levels and
rapidly increasing proportion of the total rev-
enue base make the distinction insignificant.
Indeed, the CSU Trustees have urged that
these student charges be called “tuition,”
sweeping away the last remnant of the 1960
Master Plan’s injunction against payment for
instruction.

The state’s support for students in indepen-
dent institutions has also declined over the
long horizon. The maximum Cal Grant to
cover tuition in 1970/71 was $2,000. The
maximum in 1993/94 was
$5,250 in unadjusted dol-
lars, an amount which is
worth only $1,426 when
adjusted by the CPI, or a
40 percent decline over
23 years. The proportion

26

Percent Change in of total Cal Grant dollars
Per-Student Revenues provided to students in
(1960/61 to 1993/94) the independent sector
declined from 73.5 per-
cent to 31.2 percent over
+371.8% those years as well.
-25.8%
-4.2%
+490.6% Has California’s
-1.1% . . s
+19.9% Fiscal Crisis
Destroyed the
Master Plan?
+509.5%
4.1% The answer to this
+23.8% .
question depends on per-
+628.6% spective. On one side, the
+14.6% three public segments of
+47.9% higher education still
- . - adhere to most of the
* Includes state General Funds, student fees imposed statewide, and non-resident tuition. Master Plan’s tenets
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including maintaining different admission
standards, admitting all eligible students
somewhere, recognizing distinctions about
mission, and using the term “student fees” for
what is called “tuition” in most states. The
independent institutions still look to the state
for the Master Plan element of “choice,”
though they characterize the relationship as An
Uncertain Partnership (AICCU 1994).

On the other side, the state has, in most
ways, abandoned responsibility for financing
the plan’s major elements. Some abandoning
has been gradual; over the years, the state has
simply played less and less of a role in finan-
cial responsibility for public higher education
in terms of state appropriations as a percent of
each public segment’s total expenditures. For
independent institutions, the Cal Grant pro-
gram has withered from being the centerpiece

has had almost no role in the state’s frame-
work for making important budget decisions,
beyond obligatory reference. The reality is
that funding for higher education, once predi-
cated heavily upon the Master Plan’s ele-
ments, now operates within a framework of
constitutional and statutory provisions which
are unrelated to the Master Plan or have sim-
ply taken practical precedence over it: Propo-
sition 13 (property tax limitations), Proposi-
tion 4 (the Gann “expenditure” limit), Propo-
sition 98 (the funding guarantee for schools
and community colleges), lottery revenues
distributed only on the basis of enrollment,
constitutional autonomy for the University of
California, school-district-type governance for
the community colleges, and several other
higher priorities for state expenditures (Rodda
1992, pp. 10-12).

The real difference between the fiscal
crisis now and ones eairlier is that the
Master Plan has had almost no role in
the state’s framework for making
important budget decisions, beyond

of their student financial aid promise to being
one among many, causing it to decline steadily
in importance.

The years from 1990/91 through 1993/94

witnessed a virtual collapse of the state’s fiscal
recognition of the Master Plan’s elements.
Enrollment levels have been decoupled from
funding; the higher education segments have
been given, in effect, a “block grant.” Annual-
ly in his budget proposal, the Governor
encouraged governing boards to establish rea-
sonable level of student charges to make up
for lost state appropriations. For the UC and
CSU segments, faculty salaries lagged roughly
10 percent behind those at comparable institu-
tions, but this fact is no longer observed along
with official promises, as were common earli-
er, about eliminating the disparity at some
point.

The real difference between the fiscal crisis
now and ones earlier is that the Master Plan

It is also true that the Master Plan’s basic
elements of “no tuition,” low student fees, a
place for all undergraduates in high quality
institutions, and choice of a private institution
are, when taken altogether, an expensive com-
mitment for government.

Because of this expense, these elements
have been subject to some fudging over the
years, long before the recent crisis. The most
important question now is whether the Master
Plan’s overarching policy of access to high
quality institutions and the opportunity to
choose among them can be maintained with-
out full state support of these fiscal elements.
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APPENDIX ONE

An Historical View of Public Finance
for Higher Education in California

Headlines about Higher Education Finance in California

“Higher Education Budgets Cut Drastically”
“Erosion of Resources for Higher Education Continues”™
“Higher Education Master Plan in Jeopardy Due to Budget Cuts”
“Once Among Nation’s Best Funded, California’s Universities Decline Again”

Such splashy headlines are common in the public discussion about higher education in Cali-
fornia. Some are the impressions of reporters, but many are framed by the institutions of higher
education themselves and some by those responsible for analyzing policy. Although the conclu-
sions of these announcements may differ, their purposes are much the same: to influence resource
decisions or to justify the decisions themselves. i

Unlike many issues in education, the debate over resources has a concrete dimension, and cer-
tain aspects can be definitively researched. The research, however, generally provides either a
short term focus (this year’s budget compared to last) or a uni-dimensional measure (such as,
higher education’s proportion of state appropriations or dollars spent per student). ;

Purpose of This Project

The California Higher Education Policy Center’s data project is intended to organize a credi-
ble and useful data base about the finances of the colleges, universities, and agencies that are
funded directly by the State of California to provide higher education. Its distinguishing charac-
teristic is the attempt to push beyond the traditional limitations of fiscal studies by using a hori-
zon as old as California’s Master Plan for Higher Education itself, and by providing numerous
measures of finance which offer a broader understanding of resources over time.

Data on the sources of income and the general areas of expenditure were collected for the
University of California, the California State University (formerly the California State Colleges),
the California Community Colleges, and the California Student Aid Commission, for as many
years as were available in the state’s official records. This data involved all the major categories
of revenue for the institutions, with special focus on state and student support for current opera-
tions, as well as funding for capital outlay in the four-year segments.

The Center’s data base includes revenues and expenditures for every year from 1958 through
1994. Though extensive, the data base is focused on state issues and therefore contains only
totals for the segments and the state’s Student Aid Commission, not campus budgets. In their raw
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form, the revenue and expenditure data are not terribly helpful for analyzing state policy and
institutional finance. To be useful, the data base provides, for each segment of higher education, a
section on “Key Indicators and Ratios,” which was developed from the overall data in order to
track elements for analyzing changes over time. In this report, these “Key Indicators and Ratios”
have been organized into certain “core measures,” whose selection was guided by the following
criteria:

e All “core” measures chosen allow general comparability among the segments; are consistently
defined and readily available; and have a clear state policy dimension.

e Some measures take size into account, such as by dividing revenues or expenditures by the
number of students.

e Some measures take the impact of inflation into account, by showing “constant dollars” to
eliminate dollar increases solely from rising prices. Two indices are used here: The Higher
Education Price Index (HEPI) measures cost increases due solely to being in the business of
higher education and places a heavy emphasis on: the trends of faculty salaries. The Consumer
Price Index (CPI) measures cost increases of goods and services to individuals but parallels
generally the U.S. economy’s inflation rate as a whole. As a test of its adequacy to measure
overall inflation, CPI increases were compared to both the HEPI and the Gross Domestic
Product Deflator (GDPD), the economy’s broadest gauge of inflation. As shown in Table
Twelve, the CPI and the GDPD have quite similar histories since 1960, and the HEPI is con-

- siderably higher.

TABLE. TWELVE
Inflation Increases, According to Three Measures*

(1960 to 1994)

Total Increase Annual Average
+517.9% +5.8%
+379.2% +5.0%
+373.8% : +5.0%

* For a more extensive explanation of these indices, see Getz and Siegfried 1992, pp. 299-300.

The Challenges of Creating a Data Base on Finance

It is easy to understand why it is so difficult to compile a single, historical data base for higher
education finance in California, or indeed around the nation. One reason is that higher education
is split into different “systems” or “segments,” which, predictably, collect their own information
for their own purposes. Unless common definitions have been imposed by government, by some
accounting standards board, or by some national higher education association, fiscal data about
activities are rarely comparable, except at the most highly aggregated level. For example, the
University of California and the California State University count their students differently for
state budget purposes because each segment maintains that their measure is most appropriate for
their particular mission. While these different perspectives can be justified by the defining
assumptions internal to each of the segments, they make comparisons throughout higher educa-
tion tenuous without exhaustive effort.

The second reason is that the definitions and accounting practices, even within the segments
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themselves, have changed substantially over time. For example, public institutions have reported
expenditures for administration and student services since the 1960s, but the specific components
in each category have shifted decade by decade. Going back to the dawn of the modern system of
higher education in California reveals that only a handful of important activities have enjoyed
consistent definition. The measure “Current Expense of Education” for community colleges is
one example of consistent reporting, but these examples are precious few and are invariably lim-
ited to those defined by statute.

The only other effort to organize a comprehensive, longitudinal data base for higher education
is the California Postsecondary Education Commission’s Fiscal Profiles series, the most recent
edition having been published in October 1994. While some of the definitions are different than
those in the Center’s data base (CPEC 1994b, pp. 12-14) and the Center’s data are drawn more
heavily from the Governor’s Budgets (the official document about state finance in California),
the two data bases are generally congruent. To avoid confusion, the Center has made every effort
to ensure that the numbers are the same as those in CPEC’s publication where definitions are
equivalent, or—where they are not—to explain the reasons for differences.

Concluding Issues: Credibility and Usefulness

Is this a credible data base? Certainly it uses the best, most official documents available from
the state and the systems of higher education. It also makes every effort to achieve comparability
in each category over three decades of information. Still, there are changes and recombinations
within many of these numbers which, to professionals in financial analysis, make the data less
than uniform. But serious research is a process of iteration and refinement; our hope is to publish
information which will prompt its own dissection and improvement.

Is this a useful data base? If the test of usefulness is to determine whether higher education
funding has been adequate, then probably not. The issue of adequacy cannot be conclusively
addressed over such a long series of data, even when workload and inflation changes are taken
into account. The reasons for this limitation are well known:

® institutions enjoy “scale economies” as they grow in that they should do as good a job with
fewer dollars per student because of size;

e the institutions have “learning curves” in that results improve when activities are per-
formed often; and

o changes in technology should make the resources which support higher education more
productive over time.

All these factors suggest that no conclusive standard of “adequacy” is possible over thirty
years of financial history.

But if the test of usefulness is to identify priorities, then the answer is yes. This long series of
data clearly shows shifts in funding among and within the segments. Within them, it shows shifts
among their sources of revenue (state, students, etc.) and among the ways they spend the money
(instruction, student services, etc.). Although this presentation alone is not iron-clad evidence
about priorities, objective information about the relative change in financing and expenditures is
a good first step in identifying the priorities of the state and the institutions. And surely the com-
munity should prefer this kind of analysis for identifying priorities to an exclusive reliance on the
rhetoric about fiscal decisions.
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APPENDIX THREE

Reasons for Differences in
Long-Term Trends, 1960 to 1990

What caused the long-term patterns found in the data base? The first reason for the disparities
is the fact that both the University of California and the California State University are consid-
ered statewide institutions and are organized as “systems” of campuses under their single govern-
ing boards. Each system, rather than individual campuses, receives funds through a line item in
the state’s budget act which traditionally classified state-financed activities into a dozen major
programs (instruction, research, public service, academic support, student services, student finan-
cial aid, etc.).

Of course, the greater part of each budget is based on enrollment. But starting in the early
1960s, the University of California received state funding for adding faculty but for no other por-
tions of its budget because of enrollment growth alone. In contrast, virtually all of the state-fund-
ed budget for the California: State University has been adjusted for enrollment changes between
1961 and 1991, except for physical plant operations, either through a full-time-equivalent student
calculation or head-count enrollment, or variations. of both. This means that during any years of
enrollment growth, revenues per student at Cal State would increase faster than for the University
of California. :

Another factor that influenced early funding differences was that the University of Califor-
nia’s student/faculty ratio increased from roughly 14:1 to 18:1 in the 1960s, while the ratio at Cal
State remained around 17:1. Did this damage the Uhiversity of California? Probably not, because
the growing campuses had very high per-student costs when small, especially for administration,
but then experienced economies of scale throughout the decade. During the 1970s, the per-stu-
dent appropriations for the University of California rose considerably, as enrollment stabilized
and additional funds were provided beyond the rate of inflation to start new programs. -

Because they are considered “local” institutions and similar to the public schools, state sup-
port for the community colleges has been calculated differently. From the beginning, formulas
based on “Average Daily Attendance” (ADA) were used which provided a flat amount per stu-
dent, adjusted annually by some general, statutory measures of growth and inflation. Before
Proposition 13 was enacted in 1978, state funds were provided partly to recognize enrollment
growth and partly to equalize the funding behind each student in the community colleges. After
Proposition 13 was enacted, local property taxes receded in importance and state funding
increased dramatically. Until 1990, though, the state’s approach of a flat amount per student
locked the community colleges into lower funding adjustments since the statutory measures were
invariably at lower rates than changes in the HEPI.

Another major reason for differences in funding over time involve employee compensation
policies. The state’s ways of providing salary and benefit increases differ substantially among the
segments, and this accounts for much of the per-student funding differences. Since the core of
any educational system.is its faculty, public policy in California has been to employ individuals
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who are among the best in the nation. Again, the differences among the institutions because of
their distinct missions shape the actual practices regarding faculty employment and compensa-
tion. -

The University of California and the California State University are statewide “systems” and
use statewide salary schedules which, though different between:the systems, establish similar
ranks (professor, associate professor, etc.) and establish “steps” within each rank. Both systems
compare their respective average salaries with out-of-state institutions for the purpose of achiev-
ing and maintaining_parity (the mean of all salaries as a whole within each rank). Each system
uses a different set of institutions which have broadly similar roles and missions in other states—
a comparison methodology which has been generally accepted by the Legislature and Governor
since the mid-sixties and followed consistently during the 1980s in providing compensation
increases. Without exception, the years of the largest per-student, inflation-adjusted increases for
the four-year segments are the same as those when salaries were adjusted most to achieve parity.
By contrast, faculty salaries in the community colleges are set by district boards, and practices

‘vary widely across the state. Further, the community colleges receive a lump sum increase each

year which they can use for almost any purpose, including faculty salary increases. In general,
salary increases among the community colleges have been less during years when the four-year
segments received the largest amounts for salaries.
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I
| APPENDIX FOUR
| The 1990s for Public Higher Education in California
A. University of California 1990/91 - 1993/94 % Change
Total FTE Student Enroliment 155,796 - 152,227 -2.29%
State General Funds Per FTE Student $13,709 $11,780 ' -14.07%
Adjusted by HEPI : $2,366 $1,854 -21.67%
- . Adjusted by CPI . $3,045 $2,392 -21.44%
General Revenues Per FTE:Student - $15,827 $15,699 ' -0.81%
~ Adjusted by HEPI $2,732 $2,470 -9.59%
Adjusted by CPI $3,516 - $3,188 -9.32%
Instructional Expenditures' Per FTE Student $7,937 $7,518 -5.28%
Adjusted by HEPI . $1,370 $1,183 -13.67%
Adjusted by CPI $1,763 $1,527 -13.41%
Core Measure Ratios
Instruction and Departmental Research
as a Proportion of State General Fund
Revenues 57.9% 63.82%
UC's General Funds as a Percentage of
Total State General Fund' Expenditures 5.30% 4.60%
UC's Proportion of Cal Grant Dollars . 22.70% 31.08%
B. California State University 1990/91 1993/94 % Change
Totai FTE Student Enroliment 278,502 247,866 -11.00%
State General Funds Per FTE Student $5,937 $6,046 1.84%
Adjusted by HEPI $1,025 $951 -7.17%
Adjusted by CPI $1,319 $1,228 -6.90%
General Revenues Per FTE Student $7,067 $7.920 12.07%
Adjusted by HEPI $1,220 $1,246 2.15%
Adjusted by CPi $1,570 $1,608 2.46%
Instructional Expenditures Per FTE Student $4,255 $4,363 2.55%
Adjusted by HEPI $821 $767 -6.53%
Adjusted by CPi $980 $918 -6.25%
Core Measure Ratios
Instructional Expenditures as a Proportion
of State General Fund Revenues 71.67% 72.17%
CSU's General Funds as a Percentage of
Total State General Fund Expenditures 4.11% 3.85%
CSU's Proportion of Cal Grant Dollars 19.82% 16.99%
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APPENDIX FOUR
The 1990s for Public Higher Education in California

C. California Community Colleges 1990/91 1993/94 % Change

Full-Time Equivalent Students . 841,073 . 838,916 -0.26%
(replacement for ADA)

Total Income Per FTE Student $3,526 $3,635 3.10%
Adjusted by HEP! $609 $572 -6.02%
Adjusted by CPI $783 $738 -5.74%

Current Expense of Education Per FTE Student $2,838 $2,980 4.99%
Adjusted by HEPI $490 $469 -4.31%
Adjusted by CPI ' $630 $605 -4.02%

Instructional Expenditures Per FTE Student $1,755 $1,799 2.51%
Adjusted by HEPI $303 $283 -6.56%
Adjusted by CPI $390 $365 -6.29%

Core Measure Ratios

Instructional Expenditures as a Proportion

of State, County & Local Revenues 49.89% 50.16%
CCC's State Funds as a Percentage of

Tota! State General Fund Expenditures 4.71% 3.28%
CCC's Proportion of Cal Grant Dollars 10.79% 8.67%
D. Independent Colleges and 1990/91 1993/94

Universities

independents' Proportion of

Cal Grant Dollars 41.98% 31.24%




APPENDIX FIVE

An Analysis of Recovery from Years of Fiscal Crisis:
The Three Public Segments of Higher Education in California

The Years 1970/71 and 1971/72 were known as the worst for the University of California and
the California State Colleges during the first twenty years of the Master Plan. The crisis of
1978/79 (Proposition 13) was the most serious for the California Community Colleges. The
Recession of the early 1980s affected all three segments. : :

The information on the following pages describes how long it took to “recover” from these
crises.
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APPENDIX SIX

Explanatory Notes for the Fiscal Data:

Sources and Definitions for the Center’s Data Base

General Sources

Especially for years before 1990: California Governor’s Annual Budget for UC, CSU and
CSAC. The “actual” data from these budgets are reported. For the community colleges: Con-
troller’s Reports for School Districts, annual reports from 1958/59 to 1979/80. Thereafter: Call—
fornia Community Colleges, Fiscal Data Abstracts, 1980/81 to 1991/92.

Since 1990, Governor’s Budget augmented by University of California, “Support for Current
Operations Budget,” issued each September (the most recent release is September 1993). Califor-
nia State University, “Support Budget” proposal for various years (known as the “Gold Book”).
For UC and CSU student fees and non-resident tuition, 1965/66 through 1978/79: California
Postsecondary Education Commission (CPEC), Agenda Item 12, December 9, 1991, pp. 16-17.
For student fee information since then: California Legislative Analyst’s Office, “Analysis of the
Budget Bill,” various years. For faculty salary adjustments: CPEC, “Faculty Salaries in Califor-
nia’s Public Universities, 1992-93,” Item 6, CPEC Agenda of February 21, 1993, p. 13. For lot-
tery funds: CPEC, “Fiscal Profiles, 1993,” Commission Report 93-14 (1993), Displays 11, 14,
16. For 1993/94 and 1994/95 budgeted information: CPEC, “Fiscal Profiles, 1994,” Commission
Agenda Item 14, October 1994; University. of California, 1995-1996 Budgetfor Current Opera-
tions. Oakland: Office of the President, October 1994.

~ University of California

Notes on Revenue Sources

Support for Current Operations. In 1969/70, the Governor’s Budget eliminated the category
“Educational and General Revenues.” The term “Budgeted Programs” came into use then, but it
expanded the range of revenues to include restricted purpose expenditures which were not in the
earlier calculations. Nevertheless, the category “Budgeted Programs” is generally congruent with
the earlier calculation entitled “Total Expenditure, All Funds.”

Total Federal Support. From 1972/73 on, “Other” includes extramural U.S. government funds
for contracted research. ‘

Detail on Student Revenues. “Total Resident Student Fees” includes “Regular Session Inci-
dental Fees” and “Resident Tuition—Medical Centers,” 1958/59 to 1968/69. This basic student
charge is called “Incidental Fees” until 1969/70 when the Governor’s Budget first uses the term

“Registration Fees.” Thereafter, “Education Fees” are added and these two charges together rep-

resent “Total Resident Student Fees” here. Since 1990/91, a special fee of $376 per year is
charged to law and medical school students and is added to “Total Resident Student Fees.”
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The “UC Systemwide fees per Ca. Resident” represents the “Average Annual Fees per Resi-
dent Undergraduate Student” (excluding miscellaneous fees).

“Other Student Revenues” includes government contract tuition, application and miscella-
neous student fees, University Extension fees, summer session fees, and *“other” student charges.

Grand Totals—All Revenue Sources. This includes all educational and general revenues,
research contracts, university income, support from the federal government, and income from
auxiliaries. The synonymous term for the California State University is “Total Programs.”

Notes on Expenditures

Instruction and Dept. Research. This consists of expenditures for general campus instruction
and health sciences, excluding University Extension and summer session expenditures. For most
years, the expenditures from state General Funds are used. Beginning in 1967/68, funds for
instruction and departmental research are broken down in the Governor’s Budget into those for
general campuses and for health sciences. The General Fund expenditures for these two are con-
solidated together in the display, but the spreadsheet’s formula identifies the two separately.

Organized Research. This consists either of “State General Funds for Organized Research
Units” or (starting in 1975/76) “General Purpose Funds for Research.”

Academic Support. This category consists of “Libraries & Organized Activities—Educational
Departments” from 1958/59 to 1967/68, and “Teaching Hospitals” (identified separately starting
in 1965/66). From 1972/73 on, consists of General Fund expenditures for libraries, other academ-
ic support and teaching hospitals (clinical teaching support).

Public Service. Through 1968/69, this category was called “Extension and Public Service,”
and it included “Public Service,” UC Extension (instruction), and Cooperative Extension (Agri-
culture). The data here show the total for these three through 1967/68. In 1968/69, “Campus Pub-
lic Service” and Cooperative Extension, which both received substantial state support, became
separately identified and are continued separately here. For 1970/71 and 1971/72, the Governor’s
Budget collapses together Cooperative (Agricultural) Extension, “Public Service” and UC Exten-
sion into one total, which must be differentiated to insure comparability. Therefore, the data pre-
sented here for 1970/71 and 1971/92 for both “Public Service” and Cooperative Extension use an
estimated continuing average. From 1972/73 on, the data represent state General Funds expended
for public service, primarily campus public service and the Drew Medical School. University
(Cooperative) Extension was split in 1969/70 into University Extension, Agricultural Extension,
and “Campus Public Service.” The amount here reports Agricultural (Cooperative) Extension
Only.

Institutional Support. This consists of “General Administration” and “General Institutional
Services and Expense” until 1969/70. Starting in 1972/73, these are consolidated and called
“Administration and Services (General Fund expenditures only). From 1981/82 through 1984/85,
“Institutional Support” represents General Funds for IS minus General Funds for “Physical
Plant.” For other years, IS represents General Funds for IS minus the total expenditures for phys-
ical plant, since the differences are much less than from 1981 through 1984. The term “Institu-
tional Support” after 1976/77 consists of General Purpose Funds reported in the Governor’s Bud-
get, roughly equivalent to state General Fund expenditures.

Student Services. This area has never received state General Fund support, so that the expen-
ditures listed here represent the total expenditures, primarily from student fees.

Maintenance/Plant. This expenditure is separately reported from “Institutional Support” in the
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FINANCING THE PLAN

University of California’s budget, but is included in this category for the California State Univer-
sity. When state General Fund expenditures are not reported in this category, the spreadsheet uses
expenditures for General Purpose Funds only (a reasonable surrogate for state General Fund
expenditures). .

Note on Capital Outlay. Non-state projects are typically revenue-generating facilities such as
dormitories, cafeterias, and student unions.

California State Colleges/University
Notes on Revenue Sources

State General Funds. In 1984/85, the state changed its method of accounting state General
Fund appropriations: “To conform to Generally Accepted Accounting-Principles, $251,316,000
representing most of the 1986/87 student fees and other CSU fee monies, will be budgeted and
accounted as General Fund revenues rather than as reimbursements. While not changing total
expenditures, this change will increase the amounts reflected as General Fund expenditures. The
additional revenues and expenditures will offset each other; thus there will be no effect on the
General Fund Balance.” For comparability purposes, an “adjustment” is shown for 1984/85,
underneath the official “General Funds” indication in the Governor’s Budget. This adjustment
makes the 1984/85 amount comparable to earlier years by removing reimbursements which are
included in the Governor’s Budget. From 1985/86 on, General Funds are derived from CSU sup-
port budget document (the “Gold Book”) for the sake of consistency with earlier years. For
1993/94 and 1994/95 budgeted information, see: CPEC, “Fiscal Profiles, 1994,” Commission
Agenda Item 14, October 1994,

Student Revenues. “Regular Session Fees” includes non-resident tuition during the early
years. Starting in 1963/64, this is called the “Student Material and Services Fee.” In 1978/79, the
charge was shortened to the “Student Services Fee.” From 1982/83 through 1985/86, this “Stu-
dent Services Fee” is added to a new charge under Regular Session Fees, called the “State Uni-
versity Fee.” This “State University Fee” becomes the exclusive system-imposed charge in
1986/87 and continues to this day. These revenues are a direct offset to state General Funds,
while, earlier, the student fees charged regular-credit students for supported student services only.
Non-resident tuition has always been a direct off-set to the state General Funds required to oper-
ate the CSU. Summer session and CSU Extension are combined for reporting purposes in
1964/65. Thereafter the revenues are reported as Extension/Continuing Education.

Total Revenues—All Sources. Through 1954/55, this total revenue display included all
salaries/wages, operating expense, equipment, state employees retirement contributions. There-
after, it includes all reimbursements and auxiliary organization revenues as well. For 1961/62
through 1964/65, this category includes roughly $2 million of federal funds for a student loan
program. ‘

Notes on Expenditures

The Governor’s Budget began to report consolidated expenditures for the functions listed in
the spreadsheet in the 1965/66 budget. These. expenditures exclude those for the Trustees, inter-
national programs, and unallocated program augmentations. This data are consistent for years
preceding conversion to program budgeting in 1968/69. Beginning in 1972/73, the Governor’s
Budget uses the program classification structure developed by the National Center for Higher
Education Management Systems (NCHEMS) and identified here.
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Instruction. This is for the regular session only. Starting in 1970/71, instruction and academic
support include General Funds only. The amount reported as “General Funds™ for instruction
starting in 1984/85 is not strictly comparable to earlier years because it incorporates reimburse-
ments which were excluded from the earlier General Fund calculations. Several adjustments have
been made to the data to take this discontinuity into account.

Student Services. These are reported separately after 1972/73 in accordance with the
NCHEMS program classification definitions. From 1972/73 on, the amount reported includes
General Funds and all reimbursements for student services, since this is a better measure of the
overall activity in this category because student charges were used to support expenditures here
until the early 1980s. These calculations exclude the sub-program “Student Support” since this
category is dominated by self-supporting dormitories, bookstores, and retail services. Only stu-
dent health centers were supported through General Funds in this sub-program. In 1978/79, the
expenditures for social/cultural development fell by roughly $10 million, for unexplained rea-
sons. Starting in 1978/79, non-state supported activities under “Student Support” are eliminated,
leaving only state General Funds for health services. These calculations exclude the dormitory
fund, auxiliary organizations, and the continuing education revenue fund. Starting in 1970/71,
General Fund support for student services was provided for one-half of the dean of student’s
office, the state portion of federal student financial aid, and support of EOP. All other programs
under student services were provided by special funds or student fees.

Academic Support. Beginning in 1972/73, this includes libraries even though these are sepa-
rately reported in the spreadsheet.

Plant Operations. This is part of “Institutional Support” after 1972/73, in accordance with the
NCHEMS program classification system. The expenditure, however, is removed from the “Insti-
tutional Support” data here since it is presented separately.

“Summer Session” operation includes “quarter system cycling” expenditures in 1969/70.

California Community Colleges

Overview. From 1958/59 until adoption of the Budget and Accounting Manual by the Board
of Governors in December 1973, classification of income and expenditures are presented in
accordance with the account classifications prescribed in the California School Accounting Man-
ual, 1964 edition. The Activity Code and Object of Expenditure approach in 1980/81 is based on
the California Community Colleges, Taxonomy of Programs (TOP) Manual for instructional
activities, and the CCC Budget and Accounting Manual (latest revision, October 1985) for
administrative and support activities.

Because of reporting omissions, the following data in the community colleges table are esti-
mates based on other years: “Certificated salaries,” 1972/73, 1973/74; 1974/75; “General Fund
Balance,” 1971/72; “Total Expenditures,” 1971/72; ADA, 1974/75.

Sources of General Income

General Income. This excludes governmental funds group (debt service, special revenue, and
capital projects), the proprietary funds group (bookstore fund, cafeteria fund, child development
fund, farm operations fund, revenue bond project fund, etc.) and the fiduciary funds group (assets
held by districts in a trustee or agency capacity for individuals, private organizations, or other
governmental units, such as associated student funds, student financial aid, scholarship and loan,
etc.). Also excluded are all governmental funds groups and proprietary funds.
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Federal funds. This category consists of support for Public Laws 415, 864, 874, and 89-10, the
Education Opportunity Act, the forest reserve, portions of the higher education acts, the Job
Training Partnership Act, student financial aid, veterans education support, vocational education,
and all other federal funds expended by the districts.

Combined State/Federal. This includes vocational education aid, preschool education aid, and
“other.” The category was discontinued in 1984,

State Funds. This consists of general apportionments, apprenticeship allowance, EOPS
allowance, disabled student allowance, other categorical apportionments, the Community Col-
lege Construction Act funds, deferred maintenance and special repairs support, instructional
improvement grants, homeowners property tax relief, other tax relief subventions, revenues from
the timber yield tax, trailer coach fees, and all other state revenues for current operations. The
state’s general apportionment normally represents around 80 to 90 percent of total state funds.

County Funds. This consists of interdistrict transfers for non-district residents, equalization
aid offset, sponsored educational projects, and miscellaneous activities. This was discontinued as
a category in 1985/86.

Local Support. This includes all property tax revenues (secured and unsecured, and prior
year), private contributions/gifts/grants, contract service reimbursements, student fees and
charges, sales and rental income, interest income, and miscellaneous sources within the district.

Notes on Specific Sources of Income

Federal Vocational Education Act. This act, passed in 1966 (PL 89-750), provides the largest
single source of funds for this purpose to educational institutions in California. It is identified
here as one measure for federal support of this important activity.

State General Apportionments. These are derived from a formula identified in statute with the
following components: base allotment, with some provisions for inflation, equalization and
enrollment growth. :

Local Property Taxes. These taxes represent the single largest source of educational and gen-
eral revenues available to. the districts which come from within their territories. Until the enact-
ment of Proposition 13 in 1978, district boards of trustees were responsible for establishing the
tax rate which generated the total property tax income for various activities (general revenues,
adult education revenues and capital outlay). Since 1978, the state government has been responsi-
ble for determining the distribution of property tax revenues for all local entities, including the
community colleges. Since the enactment of Proposition 13, property tax revenues have not been
a policy issue at the local level, but are merely a “filler” within the legislatively determined
apportionment formula.

State Determined Enrollment Fees. These fees were first approved in 1983, although commu-
nity college students (California residents) had always been subject to numerous other charges

which were usually determined by local boards of trustees. This state fee, however, is by far the
largest contribution from students and the most important for state policy purposes. Information
is derived from the Legislative Analyst’s Office, Analysis of the Budget Bill, 1984/85 through
1987/88. Separately identified in CCC, “Fiscal Data Abstract,” thereafter.

Notes on Expenditures

Instruction. This category consists of the salaries of certificated and classified personnel cate-
gorized under “Instruction,” and “Other Expense” under “Instruction” from 1958/59 through the
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early 1970’s when the Activity/Object Code method was adopted for reporting expenditures. In
this code, objects numbered 0100 to 5900 are defined as “Instruction.” This definition has been
used from 1973/74 to the present. The code definitions are not strictly comparable to the earlier
definitions of instruction, so that an adjustment has been made to the earlier calculations. For
1958/59 through 1970/71, the instructional expenditures congruent to the later definition were
estimated by multiplying the total “Current Expense of Education” (CEE), which has been con-
sistently defined, by the proportion of CEE represented by “Instructional Expenditures” from
1980/81 through 1989/90, or by .5868.

The Current Expense of Education (ECS 84362c). This category reflects General Fund unre-
stricted expenditures for certificated salaries, classified salaries, employees’ benefits, supplies
and materials, other operating expenses and services (since 1974/75, this refers to Object of
Expenditure Codes 1000-5000) and equipment replacement (as defined) for instructional and
administrative support activities (Activity Codes 0100-6700), less exclusions as identified in the
law.

Salaries of Classroom Instructors. is defined in ECS 84362(a) as (a) that portion of salaries for
purposes of instruction of students by full-time and part-time instructors employed by the district
and (b) all salaries paid to instructional aides employed by the district to assist classroom instruc-
tors in classroom instructional tasks. The law also includes the costs of all benefits for instructors
and aides.

Administration and Support Services. “Administration” is listed as a separate category in the
controller’s reports from 1958/59 to 1973/74. Thereafter, the category consists of instructional
administration, instructional support services, admissions and records, counseling and guidance,
other student services, planning and policy making, and general institutional support services
(codes 6000 through 6700, less operation and maintenance of plant code 6600). Again, the new
definitions do not perfectly match those earlier.

Plant Operation and Maintenance. This consists of expenditures separately identified from
1958/59 to 1974/75, in the Controller’s reports of “General Fund—Expenditures—Junior Col-
leges.” Thereafter, the category consists of those expenditures listed in code 6600 which com-
bines these two measures. The total, however, is comparable over the years. The totals are drawn
from Table VIII-7 of the “Fiscal Data Abstract.”

Capital Outlay. This includes expenditures listed in the statewide total, Table VIII-7. of the
annual “Fiscal Data Abstract.”

Total General Expenditures. This Category represents the statewide total, “Total Expenditures
and Other Outgo,” listed annually in Table VIII-7 of the “Fiscal Data Abstract.”

California Student Aid Commission

For 1961/62 to 1965/66, the figures include separately identified agricultural scholarship pro-
gram. After 1968/69, the awards equal the total number awarded in the California Scholarship
Grant Program (Cal Grant A) and the College Opportunity Grant Program (Cal Grant B). While
several other programs have been added over the years, these continue to represent 90 percent of
the total number of grants awarded.
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APPENDIX SEVEN

Enrollment

There are numerous ways whereby enrollment is recorded and reported, depending on the spe-
cific purposes. Difficulties and misleading 1nterpretat10ns are inevitable, without great care, when
different institutions or systems are compared. Before interpreting any data on higher education
which use enrollments, it is essential to understand the different definitions.

When college and university attendance is consxdered then head-count enrollment, or individ-
ual students, is usually the measure. This is not appropriate for budget analysis, however, since it
fails to account for the major differences in the number of classes for which students enroll or
their different credit loads.

National data reporting efforts—the Higher Education General Information Survey (HEGIS)
and the Integrated Postsecondary Education Data Systems (IPEDS)—have developed various
standards over the years. Currently, each student taking more than 12 semester units is counted as
one full-time-equivalent student, and their total is added to: the number of students taking less
than 12 units, divided by three.

The State of California also uses the measure full-time-equivalent student, but the method for
calculating the total is different for each segment. The University of California uses 30 annual
semester units for | FTES for undergraduates, calculated according to the level of course taken.
The UC calculation for graduate and professional students is much richer than the undergraduate
measure. In contrast, the California State University totals all credits generated by all students
and divides by 30 semester hours to calculate total FTES.

Until 1990, the California Community Colleges used roughly the same measure of enrollment
accounting as the public schools—that is, the “average daily attendance” approach. Each unit of
ADA consists of 525 hours of classroom attendance, taken for both credit and noncredit, state-
supported enrollments. Education Code section 84750 changed this workload measure in 1990
from ADA to FTES. The attendance accounting approach remains roughly the same, but conver-
sion factors have changed somewhat. Between the years 1988/89 and 1991/92, the average annu-
al ADA was 790,801 compared to the average*annual FTES of 828,470. The ratio between these
two averages, therefore, is 1.046, which means FTES is larger by this figure (the source for FTES
is the Governor’s Budget Summary for 1994/95, p. 111).

Because the Center’s data base consists of state mformatmn only the State of Cahfomla defi-
nitions of enrollment are used here. As a result, they may differ from other nationally reported
measures.

46

60



Works Cited

Association of Independent California Colleges and Universities (AICCU). 1994. “The Uncertain
Partnership: A Study of the Financial Condition of California’s Independent Colleges and
Universities.” Sacramento: Draft of December.

California Legislative Analyst’s Office. 1993. Analysis of the 1993/94 Budget Bill. Sacramento:
February.

California Postsecondary Education Commission (CPEC). 1993a. Fiscal Profiles, 1993. Sacra-
mento.

. 1993b. “The Master Plan, Then and Now: Policies of ‘A Master Plan for Higher
Education, 1960-1975,” in Light of 1993 Realities.” Commission Agenda Item 6. Sacramen-
to: April 19.

. 1994a. “Appropriations in the 1994/95 State Budget for Postsecondary Education.”
CPEC Report 94-12. Sacramento.

. 1994b. Fiscal Profiles, 1994. Sacramento.
Cheit, Earl. 1971. The New Depression in Higher Education. New York: McGraw Hill.

Commission for the Review of the Master Plan for Higher Education. 1987. The Master Plan
Renewed: Unity, Equity, Quality, and Efficiency in California Postsecondary Education.
Sacramento: July.

Committee on Higher Education, California State Assembly. 1993. The Master Plan for Higher
Education in Focus. Sacramento: April.

Getz, Malcolm, and John J. Siegfried. 1992. “Cost Inflation,” in C. T. Clotfelter, et al., eds., Eco-
nomic Challenges in Higher Education. Chicago: University of Chicago Press.

Halstead, Kent. 1993. State Profiles: Financing Public Higher Education. 1979 to 1992. Wash-
ington: Research Associates of Washington.

Joint Committee for Review of the Master Plan for Higher Education, California State Legisla-
ture. 1989. California Faces . . . California’s Future: Education for Citizenship in a Multicul-
tural Democracy. Sacramento: March.

Organization for Economic Cooperation and Development (OECD). 1989. Education Committee.
Review of Higher Education Policy in California: Examiners’ Report and Questions. Paris,
France: February.

Rodda, Albert S., Jr. 1992. Fiscal Problems Confronting the State of California and the United
States Government in Fiscal Year 1992-93. Sacramento: October.

47

Q . 61




THE CALIFORNIA
HIGHER EDUCATION

POLICY CENTER

\ S — ’;f’);t \".‘v}" '*":3‘6
S e
I L S e SA L YT,
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Single copies of this publication are available from The California Higher Education Policy Cen-
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response, please FAX all requests to (408) 287-6709. Ask for Paper No. 95-1.

The data base referred to in this report is available from the Center on a diskette in Excel 4.0 for
Windows or Excel 4.0 for the Macintosh. When requesting the diskette, please specify which for-

mat you prefer. ~

The Center grants permission to copy and distribute this publication, with acknowledgment of
The California Higher Education Policy Center.

62



Reports Published by
The California Higher Education Policy Center

93-1 PUBLIC POLICY BY ANECDOTE: The Case of Community College Fees. By William
H. Trombley. April 1993.

93-2 THE CALIFORNIA HIGHER EDUCATION POLICY VACUUM: The Example of Stu-
dent Fees. By Patrick M. Callan. April 1993.

93-3 THE PRESS AND CALIFORNIA HIGHER EDUCATION. By William Chance. May
1993.

93-4 BY DESIGN OR DEFAULT? By Patrick M. Callan and Joni E. Finney. June 1993.

93-5 ON THE BRINK: The Impact of Budget Cuts on California’s Public Universities. By Jack
McCurdy and William Trombley. August 1993.

93-6 THE CLOSING GATEWAY: Californians Consider Their Higher Education System. By
John Immerwahr and Steve Farkas. September 1993.

94-1 TIME FOR DECISION: California’s Legacy and the Future of Higher Education. March
1994.

94-4 BROKEN PROMISES: The Impact of Budget Cuts and Fee Increases on the California
Community Colleges. By Jack McCurdy. October 1994.

95-1 FINANCING THE PLAN: California’s Master Plan for Higher Education, 1960-1994. By
William Pickens. May 1995.

95-2 A STATE OF EMERGENCY? Higher Education in California. By David W. Breneman.
February 1995.

95-3 PRESERVING THE HIGHER EDUCATION LEGACY: A Conversation with California
Leaders. By John Immerwahr with Jill Boese. March 1995.

95-4 TRENDS IN STUDENT AID: California. By Lawrence E. Gladieux and Jacqueline E.
King. April 1995.

Occasional Papers Published by
The California Higher Education Policy Center

94-2 A MODEST PROPOSAL . . . for Saving University Research from the Budget Butcher. By
Jack Miles. September 1994.

94-3 PRESERVING THE MASTER PLAN: What is to be Done in a New Epoch of More Lim-

ited Growth of Resources? By Clark Kerr. October 1994.

63



~.

o



U.S. DEPARTMENT OF EDUCATION
Office of Educational Research and Improvement (OERI) g
Educational Resources Information Center (ERIC) H

- NOTICE

REPRODUCTION BASIS

This document is covered by a signed “Reproduction Release.
(Blanket)” form (on file within the ERIC system), encompassing ail
or classes of documents from its source organization and, therefore,
does not require a “Specific Document” Release form.

This document is Federally-funded, or carries its own permission to
reproduce, or is otherwise in the public domain and, therefore, may
be reproduced by ERIC without a signed Reproduction Release
form (either “Specific Document” or “Blanket”).



