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Challenges for UC

2

Obligations:

• Compensation 

• Restart of Retirement 
Contributions

• Employee Benefits

• Non-salary Items

• Bargaining Unit Contracts

Regents’ Priorities:

• Enrollment Growth 

• Educational Quality

• Faculty and Staff Salary Gaps

• Graduate Support

• Capital Renewal and 
Deferred Maintenance

• Financial Aid

How to Maintain Quality and Access in the Face of Declines in 
State Funding and Subsequent Increases in Student Fees

Presenter
Presentation Notes
In addition to the problems the University must face in 2010-11, the outlook for the future is further complicated by a number of looming issues, all of which bear significant financial costs.  

In addition to the mandatory costs, the University must make significant investments if UC is to maintain its quality and overall competitiveness.  The Regents have set priorities for the investments needed to preserve the overall quality of the institution.  These priorities include restoration of faculty and staff salaries to market levels, lowering the student-faculty ratio, increasing graduate student support, maintaining a robust financial aid program to ensure access, and investing in capital renewal and deferred maintenance. 
 
Investment is also needed in other areas, such as instructional equipment and IT infrastructure, rebuilding the funding base for building maintenance, and operation and maintenance funding for new facilities (assuming the State does not provide such support).





Looming Budget Gap: $4.7 billion

Dollars in billions.
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Assumptions for Slide 3

Funding

• Level enrollment, no increases in State funding, private gifts or research revenues, and no student fee increases after 

15% in 2010‐11.

Costs

• 3% Annual Inflation - on compensation, benefits, utilities, other non‐salary items (but not financial aid).

• Employer Retirement Contributions ‐ growing from 4% of covered compensation in 2010‐11 to 22% in 2019-20.

• Annuitant Health ‐ payment is toward core funds share of liability for retiree health costs.

• Faculty Salaries ‐ additional 1% annually above inflation (for a total of 4% annually) for ten years to catch up with 

market.

• Staff Salaries ‐ consistent with faculty salaries, additional 1% annually for ten years.

• Student‐Faculty Ratio ‐Starting in 2010‐11, over ten years improving ratio from 18.7 to 17.6:1.

• Graduate Support ‐ Initial $10 million investment in 2010‐11, increasing by $10 million annually until $50 million is 

reached.

• IT Investments ‐ $88 million investments for five years, followed by a $15 million maintenance effort going forward.

• Academic Support ‐ Restoring $150 million to academic support (equipment, instructional technology, libraries, and 

maintenance).

• Capital Renewal and Deferred Maintenance ‐ $200M initially rising to $285M.



Modest Revenue Options: 2019-20

Dollars in billions.
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Cost Drivers Revenue Options

Pension Contributions: $900M

3% Inflation: $2.2B

Quality Initiatives: $700M

Faculty and Staff Salary Lags: $560M

Annuitant Health Liability: $400M

4% Fee Increases: $600M

3% State Funding Increases: $790M

Remaining Gap: $3.0B

Governor’s Proposal: $320M



Aggressive Cost and Revenue Options: 
2019-20

Reduced Expenditures: $1.23B

Dollars in billions.
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Cost Drivers Options

Pension Contributions: $715M

3% Inflation, 
Net of Administrative Efficiencies: $1.67B

Deferred Maintenance/Renewal: $285M

Faculty and Staff Salary Lags: $540M

Annuitant Health Liability: $275M

7% Fee Increases: $1.18B

3% State Funding Increases: $790M

Additional State Funds/Student Fees: $692M

Philanthropy: $200M
Research Cost Recovery: $300M

Governor's Proposal: $320M



Assumptions for Slide 6

Assumes no enrollment growth through 2019-20.

Cost Reductions :

• New administrative efficiencies totaling $500 million across the system, above the efficiencies already achieved 
over the last twenty years.

• Changes in post-employment benefits, saving $310 million.

• Delays in quality initiatives related to the student-faculty ratio, graduate student support, and investments in 
academic support and information technology, totaling $415 million.

Revenue Options:

• Consistent State funding increases averaging 3% annually, totaling $790 million by 2019-20.

• Annual student fee increases of 7%, resulting in total revenue of $1.18 billion, net of financial aid. 

• Enhanced research recovery of approximately $300 million.

• Growth in unrestricted endowments, resulting in $200 million in additional endowment earnings annually.

• Doubling of nonresident undergraduate enrollments (7,600 students), resulting in $100 million net of instructional 
costs.

• Additional State funding and/or student fee revenue totaling $912 million to close the budget gap.  



Closing the Gap

Dollars in billions.
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Looming Enrollment Gap
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Gaps
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Total full-year, full-time equivalent (FTE) enrollments, including health sciences.  

216,255

262,000

Presenter
Presentation Notes
The Obama Administration’s goal of ensuring that America achieve the highest proportion of students graduating from college in the world by 2020, suggests the need to add up to 1 million additional degree holders in the state of California.  

Based on historical degree production rates, UC’s historical “share“ of this increase would require increasing its annual degree production by over 70% (From 43,000 bachelor’s degrees in 2008-09) to 73,000) by the year 2020 (per initial estimates from West Ed).

Planned growth within the LREP would add an additional 15,000 undergraduates to Fall 2009 levels  Even when combined with recent growth, this is far short of the 120,000 enrollment increase required to generate an additional 30,000 bachelor degrees– clearly growth that is unsustainable with current levels of State Support and physical capacity.

NOTE:  West Ed estimates simply assumed that going forward UC would maintain its historical proportional share of bachelor degrees generated. This is highly unrealistic given that the biggest gains are assumed to come from improved retention and graduation rates at the CSUs, in combination with greater rates of college going by high school students – much of which will be absorbed by California Community Colleges.  Thus West Ed’s estimates for UC are probably greatly exaggerated.  Yet their methodology brings the college degree attainment rate for California 25-34 year olds up to only 44% - far short of California’s proportional share (56%) of Obama’s national goal (60%).
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Presentation Notes
Note: Headcount enrollment Source: IPEDS Fall Enrollment Survey, Student Financial Aid Survey 
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Note: Headcount enrollment Source: IPEDS Fall Enrollment Survey, Student Financial Aid Survey 
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Estimated Financial Aid and Systemwide Fees
Average Per Undergraduate by Parent Income, 2008-09 through 2010-11

Net Fee CostsTax Credits
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Presenter
Presentation Notes

Proportion of students who will not pay the fee increase:
While this is not shown on these slides, right now, before any further increases for 2009-10, we estimate that 81% of undergraduates with need  and incomes below $180,000 had their full fee increase covered by expanded financial aid.
Under the proposed mid-year increase, that figure will drop a bit, to 74% -- still a very high number.
In 2010-11, with further increases, 53% -- still more than half – of all undergraduates will have their fee increases covered by financial aid.
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