UC Budget Questions and Answers 

Chris Newfield, UC Santa Barbara 
Q: What is the immediate cause of UC’s 2009-10s large budget cuts?

A:  The immediate cause is the largest cut to the state’s “general fund” provision for higher education in recent history.  As of January 2009, UC’s general fund allocation for 2009-10 was slated to be $3.25 billion. At the end of July, Gov. Arnold Schwarzenegger and the legislature retroactively cut UC’s budget for 2008-09 by $814.1 million (a net cut of about $100 million after stimulus money), and by $637.1 million for 2009-10.  Next year, UC’s General Fund allocation will be $2.6 billion instead of $3.25 billion, for a one-year reduction of 20%.

Q: UC’s overall budget is still close to $20 billion.  Why does this reduction cause so much damage?

A. That $20 B refers to UC’s overall budget, which includes medical centers, auxiliary services, and other activities not related to campus instruction or non-medical research (Budget for Current Operations, p4).  Campus “core funds” came to $5.43 B in 2007-08, and the state cuts primarily affect these funds.  Thus the loss of $814 M is a major blow to the campus funds that support all instruction and related student services.  

Q: How do the cuts affect student fees and financial aid?  

A: Undergraduate Education Fees (Ed fees) had already been raised by 9.3% for 2009-10. At the September 2009 Regents meeting, UCOP proposed an additional half-year increase of $585 to the Ed fee (to $8958), and another $1,344 increase for 2010-11 (to $10,302). (See Regents’ Committee on Finance Item F1).  This figure does not include the Registration Fee or campus fees or other costs of attendance.

These actions will raise UC undergraduate Ed fees by 32% in this two-year period.  Fees for UC resident undergraduates were $3429 in 2001-02, which means that undergraduate fees will have tripled in a decade.

This pattern of increases predates the latest crisis.  The student share of education costs at UC has doubled since 1990.

Regarding financial aid, Gov. Schwarzenegger originally proposed the total elimination of the Cal Grants scholarship program.  The legislature rejected this idea. UC continues its existing practices of financial aid and programs such as the Blue and Gold Opportunity Plan, and estimates no increased net costs to students from families earning less than $60,000. In spite of these efforts, national experience suggests that many less privileged students will decide they cannot attend.
Q: How do the cuts affect staffing, courses, student services, and other campus activities? 

A: Impacts will vary by campus and department.  Across UC, nearly 900 staff were laid off in 2008-09 and nearly 2000 positions were eliminated. An additional 1000 layoffs are projected for 2009-10, with another 2000 positions eliminated. All state-funded employees--faculty and staff--have received mandatory furloughs that will reduce their official work time (and pay) between 4% and 10%.  Campuses have less money to hire short-term instructors, including teaching assistants. Many courses have been canceled, discussion sections eliminated, and class sizes increased. Average time to degree will increase by half a year, in the estimate of one UC chancellor.   Al campuses will see significant reductions of that core part of college learning that consists of interaction and feedback between teaching staff and students.

Q: Haven’t state expenditures been increasing faster than inflation and population growth?  Are these cuts just a way of getting our excess spending under control?

A. No.  Overall state expenditures in all areas are within 0.2% of population and inflation trends.  State spending on higher education, measured as a share of state personal income, is about half of previous levels.  Adjusting for inflation, UC’s per-student share of the state general fund fell 40% between 1990 and 2005 – before the current 2008-10 reductions of 25%.  Some state programs may have enjoyed some growth, but higher education has faced declining revenues for years.

Q: Although these are very large cuts, weren’t they inevitable, given the bad economy?  
A: No. The Governor elected to close the state budget almost entirely with very large cuts. He could have chosen substantial (if temporary) tax increases, as had been done by all previous governors, Republicans as well as Democrats.  Had he combined cuts with tax increases, cuts to higher education (and to K-12) would have been less severe. 

In addition, state personal income grew 6.1% in 2005, 7.7% in 2006, 5.2% in 2007, and 2.3% in 2008. As noted above, UC’s share of this measure of the state’s actual resources has steadily declined. UC’s declining state resources reflect deliberate disinvestment in higher education, not the effect of uncontrollable economic forces.

Q: Even with these massive cuts, doesn’t UC have reserves and other financial resources that it could use to avoid pay cuts, layoffs, and service cuts? 

UC has large if declining cash reserves ($5.3 billion in June 2008) that are technically unrestricted, though mostly committed to various activities through prior arrangements.  It also has interest income from large accounts like the Short Term Investment Pool ($348 M), indirect cost funds from grants ($529 M in 2006-07), and other sources.  In addition, UC operates through a complex web of “cross-subsidies” and one unit charging another for services, and these arrangements can be changed. For example, campuses charge housing an administrative fee, which can be raised or lowered.  To take another example, Art History majors pay the same fees as electrical engineering majors, but Art History spends much less per student.  Thus some of the funds generated by inexpensive programs cover the higher costs of expensive ones.  Many existing uses of reserves and cash flows may be necessary, and many are likely inefficient and could be changed to help ease the current budget crisis.  A transparent inventory of UC funds and cash flows would probably turn up usable internal funds to help with the current crisis. 

Q: What explains the state’s continued disinvestment in UC and CSU at a time when everyone seems to agree that the country’s future depends on much higher levels of college attainment?

A: Many political leaders, including California’s current governor, see shifting the cost of higher education to students as a way of reducing income and other taxes.  Others see higher education cuts as causing less pain than cuts to health or K-12, and as le

UCOP has bolstered this belief that cuts to higher ed are not a real problem, and that privatization is a viable path, through their policy of regularly increasing annual fees. Recent history shows that fee hikes only encourage further legislative cuts. Legislators and parts of the voting public assume that UC must have enough money since it has just hiked its fees. Furthermore, when students are forced to pay high fees, their families don’t want to pay higher taxes to better support higher education.  

Q: What are university leaders planning to do to repair the UC budget?

A: Not enough.  The math shows that only rebuilt public funding can restore the original vision of UC:  full access to very high quality public education.  UCOP does not have a clear plan for rebuilding public funding.  The changes UC leaders have proposed so far – more out-of-state students, extra fees for certain majors will not raise nearly enough revenue to address the current cuts (they will raise 5%-10% of core campus funds). They also may expose UC to further cuts in public funding by alienating the legislature and confirming the common belief that UC has plenty of sources of revenue besides state funds.    

Q: What else can UC do? 

A. Pursue stronger measures: 

· Contact elected officials
· Implement transparent budgetary analysis and accountability; 

· Devise clear statements that state cuts damage quality, dilute a UC degree, and impair the social mission; 

· Develop a strategy of ending fee hikes in exchange for restored public funding; 

· Make a “compact with California students” for a minimum public investment per undergraduate student (starting with 2007 levels).

· Develop new proposals for the university’s social mission and service to the state of California.

Additional budget resources:

“Futures Report” 

“Cuts Report” (including recommendations p. 17)

Remaking the University blog
UCOP Budget Office 
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