Part II



��External Changes Affecting the Performance of California Community Colleges����





An assessment of performance of California Community Colleges over time without any contextual reference to changes from outside the system would be incomplete.  How well community colleges perform from one year to the next is influenced by both external and internal changes.  These changes determine both the demand for instructional and support services, as well as the availability of resources to satisfy these demands.  



External changes are those largely outside the control of community colleges.  Some examples include:  laws passed by the Legislature or Congress, the State’s overall economic health and ability to raise revenues to fund operations, the State’s economic climate as it affects unem�ployment and demand for job training and retraining, and shifts in population demographics due to immigration (increasing the need for basic language and computational skills training).



Internal changes are the system’s response to external demands in the fulfillment of its statutory mission.  Internal changes are a result of allocation and management of resources to achieve effective and efficient delivery of services.  In Part I of this report, four sections dealing with student access, student success, staffing composition, and fiscal condition, are presented with a list of measures which quantify performance in Fall 1997 and compare it to the prior Fall 1996 term.  In Part II, several of the more important external changes are discussed for the purpose of providing a contextual background for assessing the performance of California community colleges on the measures presented.



To facilitate the discussion on external changes, reference is made to the Chancellor’s Office enrollment projection model.  (A description of this regression model can be found in the Chan�cellor’s Office 1993 Report on Fee Impact, December 1993, Appendix B.)  This statistical model indicates that four critical variables explain over 92 percent of the variance in enrollment levels, a proxy measure for performance in the area of student access.  These four variables are:  revenues, adult population, student fees, and the number of unemployed persons.  Each of these four vari�ables will be discussed, in turn, to establish the context and background for factors affecting the performance of community colleges in 1997-98 (the fiscal year analyzed) and 1996�97 (the prior fiscal year used for comparison).

Full Time Equivalent Students (FTES)



FTES is a measure of output and a funding parameter for California community colleges.  One FTES is equivalent to a student receiving 15 hours of instruction for 35 weeks, or 525 student contact hours.  The prior historic high FTES is 952,654, achieved by the system in 1991-92 just before the onset of California’s severe economic recession.  This high reflected a strong demand for job training and retraining brought about by rapidly rising unemployment.  During this same year, the system accumulated 61,341 FTES which were not funded.  Over the next three years (by 1994�95), systemwide FTES declined to 882,575 by 70,079, or 7.4 percent from the peak in 1991-92. Unfunded FTES declined by 50,771, or 82.8 percent for the same period (see Figure 1 and Table 1 in the appendix), indicating that a large part of the cuts occurred in program areas which were not funded by apportionment monies.  Districts struggled to attain fiscal solvency by drastically cutting back on excess workload (i.e., unfunded FTES) first and then proceeding to downsize the balance of program offerings.



��Figure 1

Full-Time Equivalent Students (FTES) in California Community Colleges��Source:  Appendix, Table 1.��

During 1996-97 and 1997-98, the period covered by this report, the system restored/added 63,122 (6.9%) FTES, reaching a new historic high of 961,521 FTES and surpassing the prior 952,654 high realized in 1991-92.  Factors contributing to this growth include:  significantly improved revenues, restoration of course sec�tions dropped due to reduced funding during the recession; sunsetting after Spring 1996 of the $50 per unit fee on baccalaureate students; continuing growth of adult population which increased by 826,000, or 5.2 percent over the two-year period; and accommodating some of the pent up demand for educational services cut back during the recession.





Revenues



Proposition 98, a constitutional provision adopted in 1988, ties K-12 and community college funding (under a complex formula) to total General Fund revenue collections by the State of Cali�fornia.  Because of this provision, a revenue shortfall for the state directly impacts the availability of revenues for K-14 education. 



Figure 2 illustrates actual General Fund revenues, in nominal and real (inflation adjusted) dollars between 1990-91 and 1997-98 for the State of California and the California Community Colleges.

Figure 2

Actual General Fund Revenues from All Sources for the State of California and California Community Colleges�(in  billions)���State of California

��California Community Colleges

��������������Nominal (Dollars)��Real 1997-98 CPI (Dollars)�����������Source:  Appendix, Table 2.��

This figure (and Table 2 in the Appendix) show that between 1991 and 1995, the State real General Fund revenue was declining and by 1994-95, had only a cumulative percent increase of 0.6 percent during a period when cumulative inflation was 10.3 percent.  During this same period, community college real revenues declined every year to a cumulative -0.6 percent.  Community colleges faired less well due to falling State revenues and shortfalls in local property taxes.  This shortfall resulted from overestimated property tax revenues in the Budget Act which, under the Proposition 98 formula, reduced the state appropriation by the amount of the overestimate.  The drop in real estate values brought about by the recession resulted in lower than projected (or an�ticipated) locally collected property tax revenues for districts.  The property tax shortfall (i.e., the difference between estimated and actual property tax collections) could not be timely reimbursed by the state due to the state’s concurrently weakened revenue position.  Of the cumulative $338 million in property tax shortfall between 1991-92 and 1995-96, the state was able to reduce only $114 million in backfill, leaving a net shortfall of $224 million. (see Figure 3).



��Figure 3

Shortfall in Property Tax Revenues for California Community Colleges�(in millions)�������������Net Shortfall��Backfill�����������Source:  Appendix, Table 3.��

Revenues for both the State and California Community Colleges improved between 1995-96 and 1997-98.  By 1997-98, the State’s real revenue increased by a cumulative 16.0 percent over 1990-91, slightly surpassing inflation which grew by a cumulative 15.8 percent over the same period.  For comparison, community college real revenue increased by a cumulative 16.5 percent, showing a little gain over the State but not enough to fund all the growth that occurred during this period.



As indicated above, community college districts protected some of their budgets under the funding mechanism during the severe revenue shortfalls before 1995-96 by gradually eliminating unfunded FTES.  At the onset of the budget crises in 1991-92 systemwide unfunded FTES was at 61,341.  Between 1991-92 and 1994-95, unfunded FTES declined 21,141 to 10,570, or 66.7 percent.  By 1997�98, all unfunded FTES was eliminated from the system due to improved revenues.  (See Table 1, Appendix.)





Staffing Impact



Part-time faculty were the first employees to experience cutbacks during the recession due to the absence of re-employment rights and tenure track status enjoyed by other permanent employees.  To eliminate employees districts could not fund, a portion of part-time faculty were not rehired.  In 1991-92, 2,445 (8%) of part-time faculty were cut. (see Figure 4).  The next series of staffing cuts started occurring during the third year of reduced funding (in 1993-94), when all categories of employees were affected.  It appears that these reductions in full-time certificated staff, carried out in accordance with statutory due process, were largely accomplished through attrition and took place through 1995-96.  Over the six-year period, academic administrators were cut most (321, or 17.9%), followed by part-time faculty (cut by 3,753, or 12.3%), and full-time faculty (both teaching and nonteaching) were least impacted (cut by 908, or 4.9%).



Figure 4

Trends in Certificated Staffing Levels in California Community Colleges�����
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Administration��Source:  Appendix, Table 4.��

Reducing faculty directly impacted the scope of course offerings.  Most substantial course section cuts occurred in 1991-92, the first year of revenue loss, when districts did not rehire 2,445 part-time faculty, and in 1993-94 when nearly 700 full-time teaching faculty retired and the vacancies created were not refilled.  The overall number of course sections dropped from 144,500 in Fall 1990 to 135,563 in Fall 1994, a loss of 9,128 (6.3%) (see Figure 5).  By Fall 1996, over 560 course sections were restored, and by Fall 1997, course sections were over 150,229 for a new historic high.  



Figure 5

Number of Course Sections Taught by California Community Colleges�(Fall Term)��Figure 6

Percent of Districts Settling for Zero COLA for Full�time Faculty�������Source:  Appendix, Table 5.�Source:  Appendix, Table 6.��

With improved real (inflation adjusted) funding by 5.7 percent in 1996-97 and 5.9 percent in 1997-98 (Table 2, Appendix), California Community Colleges embarked on restoring many of the instructional services cutback during the recession.  First, to be rehired were part-time faculty, which increased by 1,787 (6.7%) in Fall 1996 and another 1,463 (5.1%) in Fall 1997.  In Fall 1996, full-time faculty and administrators leaving through attrition were not replaced, resulting in 188 (1.1%) full-time faculty and 106 (7.2%) administrative vacancies.





Staff Compensation



Freezing salary levels was another cost-cutting measure widely used by districts in response to the revenue shortfall during the early years of the recession.  Of all districts reaching collective bargaining settlement, 31 percent in 1991, 62 percent in 1992, 55 percent in 1993, and 43 percent in 1994 settled for a zero cost-of-living adjustment (COLA).  However, when revenues improved, districts statewide granted a mean COLA of 3.4 percent in 1995-96 and 3.6 percent in 1996-97, resulting in partial COLA recovery (see Figure 6). 



In 1997-98, the average salary of full-time faculty was $57,269.  Since 1990-91, full-time faculty received cumulative cost of living adjustments totaling 12.5 percent, 1.5 points below cumula�tive inflation over the same period.



Changes in Adult Population



California’s adult population, which grew by 416,000 in 1991 grew at a much lower rate between 1992 and 1995 due to jobs and employees leaving the State during the recessionary period (see Figure 7).



After 1995, with the improvement in California’s economic health and job market, adult popula�tion steadily increased, reaching pre-recession growth levels of 411,000 (4.3%) in 1996 and 415,000 (0.9%) in 1997.  Growth in adult population directly impacts community college enrollment.



��Figure 7

Changes in Adult Population�State of California�(in thousands)��Source:  Appendix, Table 7.���



Student Fees



In 1991-92, all students paid $6 per unit, with a $60 per semester cap, equating to $120 per full-time equivalent student (FTES).  Effective for the Spring 1993 term, a differential fee was implemented with different fee charges for baccalaureate (BA) degree holders and all other stu�dents.  Holders of a BA degree had almost a ten-fold increase from $6 to $50 per unit, equating to $1,500 per FTES.  For all other students, fees increased from $6 to $13 per unit, with the ten-unit cap removed, equating to $390 per FTES.  The fee level for nonBaccalaureate students continued in effect through 1995-96, while the differential fee for BA holders sunset on January 1, 1996.



When the $50 per unit fee for BA students took effect in the Spring 1993 term, 61,000 of the former 129,000 BA students did not re-enroll.  At least part of the enrollment decline through Fall 1995 was  attributable to the continuation of the differential fee.  



Nominal student fees remained unchanged in 1996-97 and 1997-98.  The decrease in the real (inflation adjusted) fee level positively impacts enrollment growth in community colleges.



Changes in Unemployed Californians



The number of persons unemployed in California peaked in 1993 at 1.441 million.



��Figure 8

Annual Average Number of Unemployed Persons in the State of California�(in millions)��Source:  Appendix, Table 8.���

After peaking in 1993, the number of persons unemployed in California declined steadily each year, reaching 1,006,000 in 1997 and 955,000 in 1998.  Dropping unemployment negatively impacts community college enroll�ment growth.  However, the 955,000 persons still unemployed in 1997 indicates the continuing considerable need for educational services, especially in job training and retraining.

In summary, the 1996-97 and 1997-98 period covered by this Effectiveness report reflected much improved student access at California Community Colleges.  During this two-year period, Attendance FTES grew by more than 63,000 (6.9 percent), with total FTES reaching a new historic high of 961,521.  The last FTES peak occurred six years earlier, at the onset of the recession, at 952,654 in 1991-92.  Improved access and program restoration was largely due to improved revenues for both the State of California and the California Community Colleges.  By 1997-98, real (inflation adjusted) revenues for both the State and community colleges rose to and restored many of the shortfalls during the recession, to a level roughly at par with inflation occurring since the onset of the recession.

During the two-year period covered by this report, community colleges added 12,203 (10.1%) course sections, which went beyond restoring the 9,041 courses cut earlier in the decade.  Restoring and adding this large number of course sections was pos�sible because of improved revenues which allowed the rehiring of 2,780 (11.8%) temporary faculty, along with filling vacancies of 306 (1.7%) full-time faculty positions.

Other factors contributing to improved access and program restoration included the continuing growth of Califor�nia’s adult population, which increased by 826,000 (5.2%) in two years, and the continuing large number of unem�ployed persons, although at a much reduced level, still averaging 955,000 during 1998.

The measures in Part I on student access, student success, staffing composition, and fiscal condition document the actual performance of California Community Colleges statewide in 1997-98 compared to 1996-97.  The external factors discussed in this section provide some  contextual background  for interpreting the adequacy of this performance.
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