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Letter from the Chairman

Members of the California Education Roundtable:

| am pleased to submit for your consideration the report from the Fiscal
Resources Task Force entitled, “ California at the Crossroads:. Investing in

Higher Education for California’s Future.” Thisreport highlights the critical
contributions that higher education has made to California's prosperity and, most
importantly the essential role it must play in our new information age economy.

This report also recognizes the fundamental trends which are reshaping our
state demographics, and identifies traditional weaknesses in higher education
participation rates. These factors become vitally important as we seek to provide
our students with the needed skills of our emerging economy, and work to avoid
the growing disparities that may develop should these trends continue.

All of us support a strong and vibrant California that affords everyone the
opportunity to reap the rewards of hard work, innovation, and creativity.

If we make the critical investment in higher education today, we can continue
to protect the promise made to Californians years ago; the promise that a
superb system of higher education can serve as a key to future prosperity

for individuals and our society.

With agreement from the Roundtable, this report may serve as the focal
point for bringing political, community, and business |leaders together with
the common goal of fulfilling that promise, by investing in higher education
for California’s future.

Sincerely,

-

TED SAENGER
Chairman of the Fiscal Resources Task Force
California Education Roundtable
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Executive Summary

T hirty-eight years ago, California adopted
the Master Plan for Higher Education in
order to assure the accessibility and quality
of higher education within the State. That Plan
established widespread expectations for an afford-
able, high-quality education, which would allow
socia mobility, citizen contributions to our social
and economic development, and a highly educated
workforce. During the intervening years,
Cdlifornia's population has doubled and become
far more ethnically diverse. Servicejobs are
replacing industrial jobs and often require a col-
lege degree. The State has endured a serious
recession with significant economic shocks that
are only recently being overcome. The state’s
financial support for public higher education
institutions and student financial aid has been
inconsistent, resulting in rapidly escalating student
fees to ensure necessary funding. Technological
advances have created new opportunities for
education but not without enormous costs. In
addition, between 1993 and 2005, the number of
students seeking entry to public colleges and
universities within the State is expected to increase
by over 24 percent.

We have all seen the impact that education can
have on increasing prosperity and opportunities
for the state’s citizens. In order to ensure that all
members of our society continue to
have the opportunity to obtain needed
education, political and business
leaders, the state’s colleges and
universities, and the citizens of
California must commit to a
renewed investment and
further innovationsin
I higher education.

Strategies for the
Future of Higher Education

Higher Education’s Commitment
to a Growing California Economy

Develop the workforce necessary to
accommodate continued economic growth;

Meet measurable goalsin areas such as
enrollment, student achievement, and quality
of teaching, and clearly communicate those
results to the citizens; and

Improve and measure productivity in student
retention, graduation rates, time-to-degree,
cost control, and faculty training.

A Commitment for State Financial Support

Building on the successes of the exigting “ Compact with
Higher Education,” anew agreement should be forged
conggentwiththelong-termbendfitsof investinginhigher
education. An initid down payment on this investment
should be made on thefollowing principles
Obtain a commitment for General Fund
increases of four percent annually for CSU
and UC over the next four years, beginning
in 1999-2000;

Consistent with demographic projections of
2% to 3% annual enrollment growth and

the commitment of the segments of higher
education, provide full funding for increased
enrollment at UC and CSU based upon the
agreed-upon marginal cost, in addition to the
four percent increase in General Fund support;

Provide support for the community collegesfor
both cost increases and enrollment growth
(projected at 3% annually) funded through their
share of the Proposition 98 revenues; and

Provide general obligation bond capital
funding at $750 million per year divided equally
between community colleges, CSU, and UC.
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Establish Predictable Fees
and Financial Aid Policies

Adopt afeepolicy that providesfor feesto grow
at arate equivaent to the percentage increase
in the state’'s per capita personal income. The
L egidature and the Governor may choosein any
year to fund the equivalent of the fee increase
with General Fund resources consistent with
their action for fiscal year 1999-2000;

Maintain the existing policy which directs a
portion of the increased fee revenue to
financial aid;

Establish a commitment to financia aid policies

that ensures both choice and access for capable
studentsin public and private institutions; and

Commit to growth in financial aid at arate
proportionate to the increases in the costs of

education which must be shouldered by students

and their families.

Increase the Accountability
of the Colleges and Universities

Commit to improved access and quality of
instruction through cost-effective innovations
and improved productivity;

Assure that the ingtitutions educate their share of
new students by remaining focused on their

respective missions and retaining an appropriate
bal ance between their functiona responghilities;

Train additional qualified K-12 teachers and
increase the number of graduates in business,
sciences, math, and engineering to meet the
needs of our technology-based economy;

Increase availability of classesto
improve time-to-degree for students;

Expand current efforts to develop
additional joint academic
degree programs;

Develop a collaboration
between the institutions
that assuresthe transferabil -
& ity of unitsand sharing of
g infrastructure and
8 faculty; and

Contain the rising costs of higher education by
improved management, sharing of resources,
and more effective planning.

Implement Innovative Approaches
to Restructuring Higher Education

Usetechnology to achievelong-term efficiencies;

Develop new entrepreneurial approaches
to managing the institutions and resources;

Provide competitive faculty salaries with an
emphasis on rewarding outstanding faculty;

Expand student preparation and outreach
programswhileproviding clearer communication
of course work necessary for graduation; and

Use public-private partnerships to further
institutional goals.

Strengthen Collaborations
with K-12 Education

Continueimplementation of K-12 school reform
by setting and enforcing high goalsfor academic
achievement and through college admission
requirements that support high school
graduation standards;

Strengthen the priority given to new teacher
preparation in order to support class-size
reduction initiatives;

Commit to higher education’s participation in
community-school partnershipsto serve
the needs of low income, at-risk students; and

I dentify and communicate best practice models
for school improvement, teacher education
programs, and community/higher education/
K-12 partnerships.

Build Relationships with the Private Sector

Work more closely with business |eadersto
define the educational requirements of the
labor force of the 21st century;

Increase efforts to obtain private support
and mission-related sponsored research; and

Develop focused training programs in busi-
nesses that complement the education provided

by higher education institutions.



California at the Crossroads

Investing in Higher Education
for California’s Future

rom the earliest days of California history,
F this State has represented a special and

unique opportunity for those who ventured
here. Built on adiverse population, California
has always promised its people rewards for hard
work and innovation. Education has often de-
fined the promise of these rewards, and in the
past half century, higher education has been
especially crucial for the promise. For persons
with talent and desire, California has provided
affordable access to higher education at institu-
tions of exceptional quality.

Today, California stands at the crossroads of its
future. We have entered adifferent era. A new
Cdliforniais emerging: one that is both more
diverse and more populous than any other statein
the nation. Moreover, California's economy, till
strong in most traditional areas, has become a
knowledge-based economy with astonishing growth
in such fields as high technol ogy, entertainment and
the arts, international trade, finance, medical and
scientific research, and textiles. These activities
demand a highly educated labor force.

To develop the human resources for the new
California, all partieswill need to forge a new
partnership. Political and business leaders, the
state’s colleges and universities, and the citizens
of Californiawill need to work
together to meet our economic,
demographic, and budgetary chal-
i lenges. All three entities must recog-
¢ nizethat excellent higher education
.  for all who seek itisacritical
investment that California
must make in the coming
decades.

Cdiforniasinstitutions of higher education, which
still rank among the best in the nation, require a
renewed public commitment. The state's recent
experiences of unstable financing and areduction in
the number of studentsin higher education have
pointed to the need for alonger-term planning and
funding policy and arenewed focus and investment
in California’sinstitutions of higher education.
Concurrently, changes must be made in education at
al leves, from K-12 through institutions of higher
education, if Californiaisto meet the challenges
that face it and fulfill its promise to our citizens.

The Promise of
Higher Education:
The Master Plan for
Higher Education

Historically, Californians have had a belief in
higher education. Founded in 1851, thefirst
higher education institutions in Californiawere
both private: the University of Santa Claraand the
University of the Pacific. 1n 1857, the first public
school, San Jose Normal School was established.
Since that time, California has provided substantial
support for both public and private institutions of
higher education.

The University of Californiawas established in 1868
and given specid datusin the State Constitution in
1879. By 1907, what wasto evolveinto an extensive
system of two-year community colleges was autho-
rized by legidation alowing school districtsto offer
“gradesthirteen and fourteen.” Additiond legidation
in 1935 renamed a handful of “normal schools’
(teacher education colleges) as State Collegeswhile
providing authority for these institutions to grant
baccal aureate degreesin thelibera artsfields.
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Cdifornia’'s “modern” higher education system was
influenced by the now classic 1960 document,
Master Plan for Higher Education. The result of a
unique set of demographic, educational, and politi-
cal forces, the Master Plan was intended to examine
the needs and ambitions of higher education, includ-
ing recommendations on structure, function, and
governance. The Master Plan established wide-
spread expectations for higher education in Califor-
nia: social mobility, affordability, high quality
instruction, an educated workforce, contribution to
our socia and economic development, and coopera
tion among ingtitutions to serve students transfer-
ring among the institutions of higher education.

Key Elements of the Master Plan

The Master Plan, as adopted in 1960, hasled to
severa key policiesthat have become entitlements
in the minds of most Californians:

First, accessfor al Californiaresidentsto a
college and university system anchored by an
“open access’ two-year college system that
provides all residents the opportunity to enroll
in or transfer to afour-year baccalaureate
institution.

Second, no tuition will be imposed on
Cdliforniaresidents although students

are expected to contribute to the cost of their
education by paying low to moderate fees.

Third, distinctions are established among the
three public segments of higher education.
The University of Californiaisto bethe
primary academic research institution
with doctoral and advanced profes-
sional programs. The State Colleges
(now State Universities) are to empha-
size undergraduate and master’s level
programs with alimited research
agenda. The Community
Colleges areto offer
; courses for transfer to
four-year

institutions, as well as vocational and
technical education. The Community
Colleges are to provide open access,
while the universities will have more
restrictive admission criteria.

Fourth, public institutions will receive
line-item budgetary support while the state’'s
private institutions will receive support only
indirectly, through a program of student
financial aid that will be used to promote
choice in attendance at quality public or
private institutions.

The Master Plan has been reviewed severa times
since its adoption, and these repeated reviews have
reaffirmed that its basic structure and promise of
access, quality, and affordability remain valid. One
of the most recent reaffirmations of the Master
Plan’s commitment to affordable quality higher
education was the four-year “Compact with Higher
Education” negotiated with Governor Wilsonin
1995. This compact, which extends through the
1998-99 fiscal year, establishes the framework for
budgetary stability by providing commitments for:

Genera Fund increases averaging four
percent per year along with ten percent annual
fee increases, or equivalent additional General
Fund support, and funding for debt service;

Enrollment growth averaging one
percent annually;

Increased portability and transferability of
classes between the University of California
(UC), Cadlifornia State University (CSU),
and the Community Colleges;

Productivity increases and efficienciesto
produce new savings totaling $20 million
annually from UC and CSU;

Priority on reduced student time-to-degree
and on restoring faculty salariesto
competitive levels; and




$150 million per year in capital outlay
funding for each system.

The enduring strength of the Master Plan, and the
continuing policy challenge, has been the smple
and compelling tenets of affordable access to high
quality and diverse institutions, and the opportu-
nity to choose among them. The promise of the
Master Plan set the tone for California economi-
cally and socialy in 1960. That promiseis as vital
to our future today as it was when first expressed
nearly 40 years ago.

Return on Investment

The payoff for California s investment in higher
education was clearly demonstrated in the state’'s
economic comeback in the last four years.

As depicted in the chart below, Californialost
over 700,000 jobs from 1990 to 1993, driven by
an international recession and more criticaly, a
significant reduction in defense spending. In fact,

defense spending reductions accounted for an
estimated 66% of the job losses occurring in the
State in the early 1990s.

The more important feature of this chart is
California’'s comeback since 1993, with an
explosion of over one million new jobs through
1997. Even more significantly, it must be noted
that these are new jobs in new sectors of the
economy, not merely the return of the same
old jobs. Toillustrate, defense spending as a
percent of California GDP has declined from
9% to 3.5% in the past ten years. Thus,
California has had to replace jobs lost forever
with new jobs in new areas of the economy.

California has accomplished its economic
resurgence with the creation of new jobs driven
by sectors such as high-technology, motion
pictures, business services, and education. In
particular, as part of the growth in business
services, the software industry alone has added
over 100,000 jobs. As depicted in the chart on
page 8, this growth has been in diverse areas
which will serve Californiawell into the future.

14,000

California
13,500

Employment
Trends PREshe
Non-Farm 212’500
Employment | § 12,000

1990-1998 | £
~ 11,500
11,000
1990 1991

1992

1993 1994 1995 1996 1997 1998

Source: California Department of Finance
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All of these employment fields are developed and
nurtured through the commitment that higher
education has historically received in California.
Although not all of these new jobs require ad-
vanced degrees in higher education, we must
recognize the impact that each high paying posi-
tion hasin creating new jobs for others. These
additional positions requiring technical or service
skills generated by the economic engine of Califor-
nia expand the true sense of opportunity through-
out the entire popul ation.

This true sense of opportunity, and its value to our
society, is difficult to measure. However, amea
sure of success this opportunity has provided is
evident in the increase of 135,000 women enrolled
in undergraduate programs from 1984
t0 1996. Thishasled to $54 hillionin
increased annual sales for women-

@ owned firms, an increase of 175%, in
¢ thefive yearsfrom 1987 to 1992.

It remains critical that all
Cdlifornians have the
. Opportunity to realize
¥\ their potential as

Source: California Department of Finance

California blossoms as a multicultural society with
the gifts and challenges that this diversity brings.
Higher education fosters the informed and respon-
sible citizenship necessary to form a cooperative
multicultural society.

California’s
New Economy

After surviving the longest downturn since the
Great Depression, the Golden State's remarkable
recovery has set the foundation for a new economy.
We have transitioned from a defense and aerospace-
based economy to one of the leading-edge informa-
tion and knowledge-based economies of the world.
Historically, California's economic recoveries have
depended on the strength of defense spending and
therevival of the construction industry. California’s
emerging economy is now rooted in the growth of
the knowledge and information-based economy and
our rapidly expanding role as the largest exporting

K CALIFORNIA AT
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Cadliforniais now ahead of the nation in job as well
asincome growth. We also expect the State to
rank first in high-tech employment for the rest of
the 1990s and beyond. Nearly 700,000 workersin
Californianow hold high-tech jobs, and that is
expected to grow to nearly 780,000 by the year
2000. The businessesthat are driving the seventh
largest economy in the world include computer
hardware and software, telecommunications,
multimedia, movie and television production,
biosciences, environmental technology, and busi-
ness services. These are the primary industries of
the “New Economy” - an economy based on
information, knowledge, and ideas.

As seen in the following chart, the anticipated
areas of growth in the workforce clearly indicate
that business services, retail trade, engineering,
and management consulting jobs will account for
much of the expected employment growth well
into the next century. These are positions that
represent the cornerstone of the information and
knowledge-based new economy.

California has been leading the nation in the
transformation to this new economy with:

More major research centers than
any other state;

More university programs ranked in the
top 10 in the nation than any other state; and

Nearly half of the 100 fastest growing firms
in the nation.

Cdlifornia's economy has been well served by
having a highly educated citizenry; more than 54%
of Californians over the age of 24 have some
college education, and over 23% have at least a
four-year degree. Both of these figures exceed the
national averages which are 45% with some college
education and 20% with four-year degrees or more.

At the same time, however, we are beginning to
see cracks in the building blocks of California’s
new economy. The key concern for our high
technology industriesis the availability of a
workforce to meet employment demands. A
January 1998 study, prepared by Information
Technology Association of America (ITAA),
reported a nationwide core of information technol-

California
Industries with

the Largest
Projected
Job Growth

Number of Jobs
1997-2007

Business Services I
Retail Trade IR
Local Public Education [
Health Care |
Engr/Mgmt Consulting I
Congtruction [
Wholesdle Trade |
Motion Pictures [ R
Social Services [INNEG_G

Amusement/Recreation |

Private Education |

0 100,000 200,000 300000 400000 500,000 600,000

Projectedi noreasein Jols1997t02007

700,000

Source: California Department of Finance
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ogy employeestotaling 3,354,000 in companies
with employees of 100 or more. The same report
stated that 346,000, or more than 10%, of these
positions are currently unfilled. Asaleader in
technology employment, clearly Californiahas a
substantial share of this unmet demand.

Another report issued by ITAA in February 1997,
stated that “ American universities are not graduat-
ing students in adequate numbers...to fill the
growing demands of American companies.” In
fact, the report states that between 1986 and 1994,
the number of degreesin computer science
awarded by American universities fell from 42,195
to 24,200. Over 82% of the companies surveyed
indicated that most or all of their information
technology positions required a bachelor’s degree.

During asimilar period from fiscal year 1987-88
to 1996-97, datafrom the California
Postsecondary Education Commission (CPEC)
shows that the number of degreesin computer
sciences awarded by California colleges and
universitiesfell from 4,792 to 4,332, and math
degrees awarded fell from 2,318 to 2,043.

Asfor the future, the Bureau of Labor Statistics
recently reported that more than one million new jobs
in computer software should be created between
1996 and 2006. This represents 6% of all new jobs
that are projected to be created during this period.

While Cdiforniaisleading the nation in overall job
and economic growth and in the high-tech sectors
characteristic of the new economy, itsfocusin
preparing the workforce for our emerging economy
warrants greater attention. The following chart
shows education attainment for California and our
key competitive states. Based on datafrom the
most recently available census, 1990, Californiawas
ranked second among those statesin the percentage
of residents having college degrees.

Higher education is critical to matching the explo-
sive growth of our high technology industries with
aprepared workforce. Only through higher educa-
tion will California be able to maintain its edgein
technology and its economic momentum against
our competition in the United States and abroad.

Education 3
Attainment of

30

Five Key States

25
1990

(Percentage) 20

15

10

California

Lessthan HS Degree

Massachusetts

. High School Graduate E Some College D Bachelors Degree

New York Texas Washington

Source: U.S Department of Commerce
Bureau of Census, June 1993
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There is no question that a key factor driving
California's economic engine, in addition to its
business and regulatory climate and quality of life
factors, isthe availability of ahighly skilled,
educated, and adaptable workforce. Thisisfunda-
mental to California s economic resurgence as well
as maintaining its competitive edge and prosperity.
Continued prosperity in our State requires that we
sustain and enhance the schools, colleges, and
universities that are the fundamental infrastructure
of the information and knowledge-based economy
of the future.

The Changing
Face of California

In striving to achieve the Master Plan’s promise for
al Californians, we must recognize that the new
Californiawill be built upon a multi-ethnic foun-
dation with each ethnic group having strong
cultural and societal traditions. We aso must
recognize that there exist dramatic differencesin
the participation rates of the major ethnic groupsin
higher education. Whites and Asians/Pacific
|slanders have tended to be strong consumers of
higher education while Hispanics and African-

Americans historically have been far lesslikely to
participate in higher education.

Based on California Postsecondary Education
Commission (CPEC) projections, between the
years 1993 and 2005, there will be a24.3% in-
crease in enrollment demand for California public
colleges and universities. This 455,000 student
“Tidal Wave ll” of growth is all the more dramatic
when compared to the U.S. Department of Educa-
tion prediction of a 9% increase in higher educa-
tion enrollment nationally during the same period.
While CPEC estimates there is currently capacity
for about 160,000 additional studentsin
California’s public and private colleges and univer-
sities, capacity is 295,000 short of estimated
enrollment demand by the year 2005.

In addition to the unprecedented demand for en-
trance into California’s colleges and universities,
there also will be significant changes in the ethnicity
of the students graduating from high schools. The
future impact of these differences can be seen in the
following graph which compares K-12 enrolIment
ethnicity between 1985-86 and 2005-06. The K-12
enrollment percentage of White and Asian/Pacific
Ilander studentsis expected to decline from 61.5%
t0 41.4%. The Hispanic and African-American
enrollment percentage is expected to increase from
38.5% to 58.6%.

K 12 Hispanic - White E Asian/Pacific Islander D Black
L 7,000
Public School oo
Enrollment by ’
Ethnicity >0
1985-86| 4900
through 3,000
2005-06
(In Thousands) 2,000
1,000
0
1986 1990 1994 1998 2002 2006
Fisal Year EndngJdune30

Source: California Department of Finance
Demographic Research Unit, October 1996
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Higher Education 80
Participation Rate 70
By Ethnic Group 60

1985 - 2004 ”
(Percentage)

30
Even as the percentage of Hispanic 20

1985 B o7 EH 2004

and African-American students 10

growsin K-12 classrooms, their rate 0

of participation in higher education Asian
is projected to remain significantly

below that of Whites and Asians.

As shown in the adjacent chart, college-going rates
among Hispanicsis projected to be 44% in 2004.
Similarly, estimated participation rates for African-
Americanswill be 50% for the same year. By
contrast, participation ratesin 2004 are forecast to be
73% for Asan/Pecific I anders and 56% for Whites.

The personal and societal costs of low higher
education participation rates are pointed out in a
recent report from the RAND Institute. Asdis-
cussed in its September 1997 report entitled,
Breaking the Social Contract, RAND found that
low levels of education attainment are powerful
predictors of welfare dependency, unemployment,
and incarceration, all of which are very costly in
both human and fiscal resources.

Source: CPEC 1995 Higher Education Projection Series

The facts also are clear relative to the real finan-
cial impact that participation in higher education
has on earnings. As shown in the following chart,
while real mean hourly wages have declined for
all educational categories of male workers since
1970, the most dramatic effect has been on those
with the least formal education. Only those with
college degrees have substantially maintained
their earning power.

The projected growth in K-12 enrollment by major
ethnic groups, coupled with the differencesin
potential earnings and the continuing differences
in ethnic participation rates in higher education,
point to growing disparitiesin the distribution of

Distribution of

Real Mean Hourly Wages [ e oo
For Male Workers 80 L
by Education Level SR PR o Some College e
.é College
< 20 e mmes e High School

1973 1976

Less than High School

1980 1984 1988 1992 1996 2000 2004 2008

Source: Breaking the Social Contract
RAND 1997
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income and wealth in the State. Thiswill be
exacerbated by an economy that places increasing
value on knowledge and information. For all these
reasons, higher education institutions in California
have both the commitment and the opportunity to
provide improved access and participation to
Cadlifornias citizens. Asthe aspirations and
capabilities of California's students increase, we
must expect and encourage their involvement in
higher education.

Challenges Facing
Higher Education

Higher education has the potential to address the
intellectual and technical requirements of
California’s information age economy and
ensure better opportunities for all Californians.
However, higher education now faces a number
of challenges that affect California’s ability to
keep the promises contained in the Master Plan.
The state’s population has doubled since 1960
and is now more ethnically diverse as California
has become the home to more foreign-born

immigrants than any other state. The nature of
the State’s economy has undergone dramatic and
far-reaching changes. The four-year university
degree has in many ways replaced the high
school diploma as the entry card into productive
employment. The service-related jobs that are
replacing the industrial jobs of the earlier
economy require alevel of knowledge and skill
that often require a university degree. Indeed,
the rapidly changing technological environment
of today necessitates a lifelong learning ap-
proach to higher education. In order to meet
these challenges, the following five key factors
must be addressed:

California’s Budget Environment

Over the past ten years, California's budget environ-
ment has become more complex, with increased
competition for limited resources. The State has
been through its most severe recession in over half a
century, with significant economic shocks that are
only now being overcome. For higher education,
economic devel opments of the past decade have
resulted in “boom or bust” funding from the State,
requiring rapidly escalating student feesto assist in
covering the costs of education.

Student Fee o
Revenues and $14
General Fund Support gE=
California Public $10
Higher Education "

1988-89
through $4
1997-98

88-89 89-90

.
“---!l"“'-

o »*" Fesingl0OMilions

GangdFundin ~ $Billions

90-91 9192 9293 9394 9495 9596 9697 97-98

Source: Governor’s Budgets and
Legislative Analyst’s California Spending Plan, 1997-98
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During the recession of thefirst half of this decade,
the competition for scarce public dollars coupled
with required expenditures for other mandated
programs resulted in a significant demand for public
support beyond state government’s existing fiscal
capacity. Asthe preceeding chart demonstrates, the
reductionsin state General Fund support for higher
education during this period were accompanied by
significant increases in student fees. Only in the
past three years, under the Compact with Higher
Education negotiated by Governor Wilson and
honored by the State L egidature, has higher educa-
tion secured state funding adequate to provide for
its most essential requirements of accessto quality
education without further fee increases.

In order to provide for continuing quality, access,
choice, and affordability to higher education, a more
stable financing structure isrequired. Built on the
commitments of the Compact, more stable funding
has allowed the institutions to plan more effectively,
require accountability from their campuses, effect
education reforms, and, in general, manage their
affairsin amore business-like manner.

The specific results of the Compact have included
providing access to 10,000 more students than
projected, reduced time-to-degree, improved
graduation ratesto all time record levels, increased
teaching loads for faculty, and annual cost savings
through the use of technology and streamlined
business practices. This compact of mutual com-
mitment and accountability has worked well for
our institutions, our students, and the State.

To build on these successes, the institutions of
higher education must continue to demonstrate to

' state decisionmakers and the public, the
economic and intrinsic rewards to the
State as awhole of a high quality,
affordable, and accessible system of
higher education in the competition
for state resources.

. Higher education institu-
i, tions also will need, as
never before, to

ensure innovation in order to accommodate growth
with amore limited range of resources

than in the past. To achieve program changes

with limited resource growth will require internal
reallocations of existing resources together with
amore focused capacity to leverage private
resources with public revenue.

Affordability

In spite of the bargain that higher education in
Cdliforniarepresents through itsrelatively low fee
structure, fee increases were an apparent factor in
declining enrollment during the early 1990s. Dur-
ing the first three years of the Compact with Higher
Education, there were no increases in undergraduate
genera student fees across all segments of the
public undergraduate higher education system. Asa
result, enrollment has begun to rebound to pre-
recession levels. Inthefina year of the Compact,
student fees for undergraduate students who are
Cdliforniaresidents will be reduced by 5%.

As documented by CPEC, public higher education
in Californiais still a“bargain” when compared to
comparable public colleges in other states. All
three California systems (UC, CSU and Commu-
nity College) charge undergraduate residents less
than comparable collegesin other states. The
following table shows the 1998-99 year charges as
compared to the 1997-98 average fees of the
comparison public colleges.

Average Public Institution

College Fees
19978
1998399  Camnparades
Cdifarnia Avaae
Community Cllege $360 $1,498

CaliforniaSateUniversty  $1,868  $3493
Universtyof California $4022  $4,931

Source: CPEC Fact Sheet/97-2/January 1997




In looking to the future, parents and students must
plan and be prepared to pay their fair share of the
costs of aquality education. Thiswill require
students and their families with the financial ability
to take the steps necessary to save to meet these
costs. For those without necessary resources,
financial ald must be available so that capable
students are not denied access.

Infrastructure Requirements

Inits 1997 Capital Outlay and Infrastructure
Report, the Department of Finance projected an
expenditure need of about $1 billion per year for at
least the following ten years to maintain existing
infrastructure, accommodate student growth, and
undertake necessary renovations for 137 public
higher education schools. In February 1998, the
UC, CSU, and Community Colleges updated their
capital needs for facility maintenance, deferred
maintenance, and enrollment growth to $1.344
billion annually.

These projected capitd requirements are sgnificantly
greater than amounts currently being authorized
for infrastructure. Meeting the current and pro-
jected needs will require asignificant financial
investment in public higher education combined
with athoughtful use of the capacity of private
institutions through financial aid.

The Cost of Technology

Technological advances have created new opportu-
nities for education. A report by the California
Education Technology Task Force, entitled
Connect, Compute and Compete, states that,
“Technology has the power to teach, to motivate,
to captivate, and to transform an ordinary
classroom into atraining ground for the next
generation of artists, entrepreneurs, and govern-
ment leaders.” While no doubt true, the costs

of equipping classrooms with the appropriate
technol ogy, maintaining the equipment, and
keeping it updated are enormous. Given these
substantial costs, the use of technology requires
a sober balancing of the costs and benefits.

Enrollment Demands

Thetidal wave of high school graduates over the
next decade could negatively impact the already
strained higher education system. Between 1993
and 2005, demand for enrollment in California’s
public institutions of higher education is projected
to grow by 455,000 to atotal of 2.21 million, a
24% increase. Thisrepresents agrowth ratethat is
two and one-half times the projected rate of
growth for the nation asawhole. The following
chart depicts the projected growth of each segment
of higher education.

V) cc

COI Iege 2,500,000

Enrollment 2,000,000
Demand

1,500,000

1,000,000

500,000

0

1994

Hcsu Huc l oL

1997 2001 2005

Source: California Public College and University
Enrollment Demand, 1994 to 2005, CPEC
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Thisgrowth will severdly strain the existing facilities
and staff and servesto highlight the need for long-term
planning together with cons stent and secure funding
sources. Cdiforniamust assess the capacity of both
its public and private ingtitutions to focus policies

and resources to address our enrollment demands.

If Cdiforniadoes not invest the necessary resources
now to fund this predicted growth, the accessto the
high-qudity education Cdifornians have cometo
expect may not be assured for the future.

Strategies for
the Future of
Higher Education

In order to achieve the goals of accessto ahigh
quality education and continued improvement in
the operations of our higher education institutions,
California must commit now to specific state
government financial support, keeping education
affordable, assuring adequate financial aid, provid-
ing for accountability of higher education, devel-
oping innovative approaches to education, and
expanding business and corporate sector relations.

Higher Education’s Commitment
to a Growing California Economy

Higher education must demonstrate a renewed
commitment to performance and accountability as
part of its support for the growing California
economy. That commitment includes providing the
necessary training and skillsfor the workforce
needed for the growing economy. New
ways must be found to show evidence of
achievement of education goalsin areas
including enrollment, workforce prepa-
ration, quality of teaching, and
student learning. Higher educa
tion also must continue to
demonstrate measurable
; progress in meeting
 goalsfor productivity,

student retention and graduation rates, reduction of
time-to-degree, and reinvestment in faculty. To
confirm its commitment to the growing California
economy, higher education must:

Focus efforts on devel oping the necessary
workforce to accommodate future
economic growth;

Meet measurable goalsin areas such as
enrollment, student achievement, and quality
of teaching, and clearly communicate those
resultsto the citizens; and

Improve and measure productivity in student
retention, graduation rates, time-to-degree,
cost control, and faculty training.

State Financial Commitment

The State of California must assume ultimate respon-
shility for the financial support of higher education in
the State if the promises of the Master Plan are to be
achieved. Thisresponsibility involves providing a
stable and guaranteed financial base that is adjusted
for changes in student enrollment. Thisfinancd
commitment sarves as the foundation upon which academic
leadership, business, and sudentsand thelr familiescan
raiondly plan their part in the shared respongbility of
funding higher education. While policy leaders may
choose to fund higher education through a blend of
General Fund, fee revenues, and private support, the
total support must be sufficient to meet the fiscal
requirements of higher education. Aninitia down
payment is critical to signal the state’s commitment to
funding quality higher education. Our suggested
baance of funding would requirethe State to commit to:

Increase General Fund support for UC and
CSU education by four percent annually
for the four years beginning with fiscal year
1999-2000;

Consistent with demographic projections of
2% to 3% annual enrollment growth and the
commitment of the segments of higher




education, provide full funding for increased
enrollment at UC and CSU based upon the
agreed upon marginal cost, in addition to
the four percent increase in General Fund
support;

Provide support for the community colleges
for both cost increases and enrollment growth
(projected at 3% annually) funded through
their share of the Proposition 98 revenues; and

Provide general obligation bond capital
funding of $750 million per year divided
equally among Community Colleges, CSU,
and UC.

Student Fee Policy

Student fee policy should be based on a framework
of shared responsibility between students, families,
and government support. While the promise of the
Master Plan that no tuition will be imposed on
Californiaresidents has long been broken, the fact
remains that higher education in Californiatill isa
“bargain.” Fees, charges, and tuition payments
imposed on students at California public institutions
of higher education remain far below those charged
by comparable institutionsin virtually every other
state. Rather than the mere existence of tuition and
fees, the magjor problem has been the rapid escalation
of costs imposed on students and families, resulting
in cost uncertainties tied to potential future increases.
To combat this uncertainty, Sate policymakersand inditu-
tionsof higher education must complement the State's
Generd Fund commitment with:

Adoption of afee policy tha
provides for feesto grow at arate
equivalent to the percentage increase in
the state’'s per capita personal income.
The Legislature and the Governor may
choose in any year to fund the
equivalent of the fee increase
with General Fund resources
» consistent with their
? action for fiscal year
a 1999-2000;

Maintain the existing policy which directs
aportion of increased fee revenue to
financia aid; and

For those students and families with available
resources, increased financial planning for
higher education is necessary.

Financial Aid Commitment

California a'so must maintain a commitment to
student financial aid that allows students and their
families the opportunity to choose the public or
private institution which best fits with their educa-
tional goals and objectives. Indeed, the impend-
ing tidal wave of students over the next decade will
require that the independent universities and
colleges absorb an increased proportion of students
to meet the demand. In order to facilitate this, the
State must:

Provide for financial aid policies that assure
both choice and access for studentsin public
and private institutions; and

Commit to growth in financial aid at arate
proportionate to the increase in the costs of
education which must be shouldered by
students and their families.

Accountability of Higher Education

If the State and the public are to commit to
funding higher education, the institutions must
improve their accountability. Specifically,
accountability must ensure improved access
and quality of instruction through cost effective
innovations and improved productivity. This
improvement can be achieved by the focusing
and streamlining of the education process,
cooperative use of resources, and containment
of the rising costs of higher education.

RefocustheM issonsof thel nditutions: The
distinctions between the systems of higher
education identified in the Master Plan need to
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be revisited in light of changing circumstances.

Specifically, the institutions and state govern-
ment leaders should:

Assure that the institutions educate their share
of new students by remaining focused on
thelir respective missions and retaining an
appropriate balance between their functional
responsibilities;

Continue to reach out to and work with K-12
school administrators and teachers to ensure a
high quality academic background for

Focus the curriculum and provide classes to
ensure that full-time students can graduate in
four years or less and work toward improving
time-to-degree for other students;

Create a more seamless higher education
structure by improving transfers and better
articulating transfer requirements among the
higher education institutions; and

Continue current efforts within UC and
CSU to develop more joint academic
degree programs.

students entering college;

Cooperatein the Use of Resour ces:
Maintain the priority at CSU on training The limitations of space, buildings, equipment, qudified
additional K-12 teachers asakey factor in faculty, and capital and operating funding require that
restructuring the K-12 system and recognizing theinstitutions cooperate and share the limited re-
the need for lifetime learning to achieve sources. Specifically, theingtitutions' |eaders should:

teaching excellence. UC must also expand its
current programs devoted to partnerships with
schools, teachers, and students;

Continue the UC commitment to providing
undergraduate, graduate, and professional
education in an environment where research
and graduate education support the
undergraduate instruction;

Place apriority at UC and CSU at the
undergraduate and masters levels on
producing sufficient numbers of graduatesin
business, math, sciences, and engineering in
order to help meet California’s need for
atrained workforce in our increasingly
technology-based economy. In addition,

UC must place a priority at the doctoral level
on the sciences and engineering;

Retain the Community Colleges

*% focus on preparing students for trans-
' fer to four year colleges with an

additional priority on providing

workforce preparation

. through vocational and
@ technical education;

Allocate resources in amanner aimed at reducing
duplication of programs and non-productive
competition between ingtitutions; and

Lift existing hard lines of demarcation among
institutions to ensure adequate opportunities for
collaboration and sharing of faculty, staff,
instructional resources, and facilities.

Contain the Rising Costs of Higher Education:
The costs of higher education must be contained by:

Carefully managing resources and sharing
them with other ingtitutions,

Assessing the costs of each activity as part of
the decision process,

Reallocating existing internal resources to
highest priorities;

Eliminating excessive government regulations
and fees; and

Making tough choices regarding curriculum,
research and teaching funding, and areas of
academic specidization between various ingtitutions.
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Innovative Approaches to Education
and Management

All participants need to recognize that more exten-
sive use of technology in the educational setting
will result in long-term efficiencies. The funds
necessary to retain California’s leadership in using
technology in the classroom represent a significant
investment for the institutions. However, the
opportunities inherent in distance learning, accessto
the Internet, and providing the latest technology for
both students and faculty warrant substantial finan-
cia commitment. The return that technology will
yield if it is properly planned and integrated into the
systems of instruction iswell worth the investment.

Academic leadership must improve the efficiency with
which higher education services are provided. Some
key strategies which must be employed include:

Develop new entrepreneurial approachesto
managing the institutions and resources of
higher education;

Create partnerships with the private sector for
capital investments which reach beyond
current auxiliary services,

Provide competitive faculty salariesto ensure
that our institutions retain top talent and
reward the most outstanding faculty;

Reward efficiencies by applying savings to
critical needs such aslibraries, deferred
maintenance, and instructional technology; and

Expand student preparation and outreach

programs while providing clear communication

of course work necessary for graduation.

Strengthen Collaborations
with K-12 Education

The higher education community must
share responsibility with the State
and the public for the perfor-
mance of California’'s K-12

,  schools. To maintain

i, excellence in higher

education requires excellence in the K-12 schools.
Attention to the quality and performance of the
state’'s K-12 schoolsis a specia priority for the
CSU, with itsmission in teacher education. Yet the
future responsibility of the K-12 schoolsis atotal
institutional responsibility which must be broadly
shared by all of higher education. To meet this
challenge in the future will require:

Continued implementation of standards-based
school reform by setting and enforcing high
goals for academic achievement of all
students and through college admission
requirements that support high school
graduation standards;

Both CSU and UC to strengthen the priority
given to new teacher preparation to support
class-size reduction initiatives;

Commitment to higher education’s
participation in community-school
partnerships to serve the needs of low
income, at-risk students; and

Research to identify and communicate best
practice models for school improvement,
teacher education programs, and community/
higher education/K-12 partnerships.

Private Sector Relationships

The higher education community must continue to
build relationships with the private sector. Busi-
ness must be called upon to expand itsrole in the
shared responsibility to assure the appropriate
focus and quality of education in California. The
focus should be to:

Work more closely with business |eadership to
help define the educational requirements of
the labor force of the 21st century;

Search for sponsored research consistent with
the mission of the ingtitution;

Develop focused training programs within
companies that complement the education provided
by the public and private ingtitutions, and

Increase efforts to support higher education

through private donations.



It isatime of great change for California, with a ability and cooperation between the systems,
complex and culturally diverse society emerging. allowing the institutions to be innovative and
Cdliforniais defining the characteristics of the operate more effectively, and forging expanded
economy of the 21st Century as a knowledge- public/private partnerships, will California assure
based economy with astonishing growth infields  its citizens that the Master Plan promises of
requiring a highly educated labor force. Only by access, choice, quality, and affordability will
providing higher education institutions with a continue to be achieved. The fulfillment of these
stable financial base, developing apredictablefee  promisesto our citizens will result in unparalleled
and financial aid structure, increasing the account-  prosperity and growth for California’s future.
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