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pate in the State School Building Lease-
Purchase program, and (2) accommodate
overcrowding through the use of year-
round schools.

In 1988-89, the state provided a total
of $34.8 million to fund both the SB 327
and SB 813 programs. These funds were
provided to 31 school districts for an
estimated 272,000 students who were
attending eligible year-round schools.
During 1989-90, $43 million was made
available to fund these two programs.

LAO found that the state's primary
interest in year-round education is its
potential for reducing school districts'
demands for limited state resources to
construct new school facilities. Other
reasons why the state might be interested
in promoting year-round education have
either not been conclusively established
or are not strongly enough in the state's
interest to merit the provision of finan-
cial incentives.

LAO stated that the state's primary
goal in providing incentive payments
should be to maximize the net amount of
the state's cost avoidance from not hav-
ing to construct new facilities. Accord-
ing to the report, a secondary feature in a
year-round school incentive program is
simplicity-from the perspectives of
both the state and the participating
school districts. For the state, simplicity
refers to the ability of the state to easily
identify eligible participants, and also
calculate quickly and accurately an indi-
vidual district's level of payment. On the
local level, simplicity refers to the abili-
ty of school districts to understand the
program so they can determine whether
they are eligible and whether the incen-
tive payments make their participation
worthwhile.

LAO's review of existing year-round
incentive programs found that the SB
327 and SB 813 programs fail to maxi-
mize the amount of the net state cost
avoidance for the following reasons:

-For most school districts, the com-
bined level of incentives provides more
than 100% of the state's cost avoidance,
thereby resulting in no net savings that
the state could use to meet other dis-
tricts' pressing school construction
needs.

-The SB 327 incentive formula over-
pays school districts for land costs rela-
tive to the actual costs which would have
been incurred under the state building
program.

-As currently designed, the programs
may function as a subsidy for a district
while waiting in line for new construc-
tion funds, rather than as an alternative
to new construction. To the extent that a
district receives both the incentive pay-
ments and a new facility, the state clearly
realizes no savings at all.

-There is little evidence that the exist-
ing incentive programs have had any dis-
cernible impact in increasing the total
number of pupils on multitrack year-
round schedules statewide beyond levels
that would have occurred in the pro-
grams' absence.

In response to these findings, LAO
recommended that the legislature repeal
the existing year-round school incentive
programs, or enact an alternative incen-
tive program which includes all of the
following features:

-provides school districts with no
more than 50% of the state's savings;

-reflects district-specific land and
construction costs; and

-includes safeguards to ensure that
incentives are an alternative to new
school construction, rather than a sub-
sidy while waiting in line for a state-
financed school.

Issue Memo: K-12 Education
(August 1990) provides an overview of
1990-91 funding for K-12 education.
The report notes that, in 1990-91, the
level of funding per unit of average daily
attendance (ADA) will grow 1.5% over
last year's level. However, after adjust-
ing for inflation, the per-ADA funding
will be lower than in 1989-90. Accord-
ing to the report, 1990-91 revenue for K-
12 education programs is expected to
total $24.9 billion, increasing 5.8% over
1989-90 available funds.

Pursuant to Proposition 98, the
"Classroom Instructional Improvement
and Accountability Act of 1988" passed
by the voters in November 1988, K-12
schools and community colleges are
guaranteed a minimum level of funding.
Specifically, Proposition 98 provides
that K-12 education shall receive the
greater of its 1986-87 percentage of the
general fund budget, which was approxi-
mately 41% (test one), or prior-year
funding level adjusted for enrollment
growth and inflation (test two). The state
contribution to the Proposition 98 guar-
antee in the 1990-91 Budget Act is $17.1
billion, based on the maintenance of pri-
or-year funding level requirement, or test
two, which provides the higher level of
funding.

As introduced in January, the Gover-
nor's budget used a broad definition of
appropriations which could count
towards Proposition 98's minimum
funding requirements. This definition,
which was consistent with existing leg-
islative and Department of Education
policy, included both public and private
child development programs. In June, a
superior court decision in CTA v. Huff,
No. 363630 (Sacramento County Superi-
or Court, June 20, 1990), directed the
state to use a narrow definition which

excludes private child development pro-
grams from the guarantee. As a result,
the Governor directed that $137 million
in funding for privately-operated child
development programs not count
towards meeting Proposition 98 require-
ments. This and other adjustments
reduced the Proposition 98 minimum
funding guarantee by $170 million and
made $33 million available for non-
Proposition 98 programs. The CTA v.
Huff decision is currently being
appealed.

The report states that the Governor
vetoed a total of $475.8 million in K-12
education funding: $435.4 million in
Proposition 98 funding, and an addition-
al $40.4 million in non-Proposition 98
funding. Of the $475.8 million vetoed,
the Governor "set aside" $404.3 million
for subsequent appropriation in satisfac-
tion of Proposition 98 minimum funding
requirements. It is the legislature's
responsibility to enact appropriation bills
which designate the specific uses for this
$404 million. The legislature must also
decide on an appropriate level for the
Proposition 98 reserve, the primary pur-
pose of which is to ensure that any sub-
sequent decline in the level of Proposi-
tion 98 guarantee would not cause the
guarantee to fall below the level of K- 12
funding already appropriated in the Bud-
get Act.
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MAJOR PROJECTS:
Alcoholic Beverages: Regulation,

Taxation and Societal Costs (December
1989) describes how the alcoholic bever-
age industry is regulated in California;
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compares the current federal excise tax
rates with the rates of California and oth-
er states; discusses alcoholic beverage
production and consumption figures for
1988, as well as industry employment
data; provides a profile of alcoholic bev-
erage consumers; discusses alcohol
abuse and its societal costs; and summa-
rizes legislation aimed at raising the
state alcohol excise tax.

As background information, AOR
reviews the history of federal alcoholic
beverage regulation, which includes the
Temperance Movement, the eighteenth
amendment to the U.S. Constitution
(Prohibition), and the twenty-first con-
stitutional amendment. The twenty-first
amendment repealed the eighteenth
amendment; gave the states important
powers and responsibilities regarding
the production, distribution, and sale of
alcoholic beverages by limiting federal
powers applicable to other consumer
products; and allowed the federal gov-
ernment to retain the power to impose a
federal excise tax on all alcoholic bever-
ages sold in the United States.

Turning to state alcoholic beverage
control regulation, the report notes that,
like the majority of states, California is a
license state. All wholesale and retail
sales of alcoholic beverages are made by
private "licensees" who must obtain a
license from the state as a condition of
doing business. California law places all
power to regulate alcoholic beverages in
the hands of a single state agency, the
Alcoholic Beverage Control Department
(ABC), while strictly limiting local con-
trol. Although the state Board of Equal-
ization is responsible for collecting alco-
hol excise taxes, ABC has exclusive
jurisdiction to license and regulate alco-
holic beverage manufacturing, import-
ing, distributing, and retailing in the
state. ABC may suspend, revoke, or
deny a license if it determines that the
granting or renewal of the license would
be contrary to public welfare or morals;
seize and dispose of alcoholic beverages
which are held in violation of ABC
rules; assess and collect license fees and
occupation taxes; inspect the books and
records of any licensee; and investigate
violations of Fair Trade Contracts
(agreements that require wholesalers and
retailers to sell beverages at prices set by
the manufacturer).

Regarding alcoholic beverage taxa-
tion, AOR states that the federal excise
tax on imported alcoholic beverages is
imposed on the importer when the bev-
erages are imported and pass through
customs, unless the beverages are placed
in customs-bonded warehouses. For
wine, beer, or distilled spirits produced
in the United States, the tax is imposed

on the producer at the time the beverages
are sold or transferred in bond. The fed-
eral excise tax rates currently range from
$00.17 per gallon on wine with under
14% alcohol content to $15 per gallon on
100-proof distilled spirits.

California excise taxes on distilled
spirits are imposed on wholesalers at the
time of sale to retailers, and on wine and
beer at the time the product leaves the
winery, brewery, or IRS-bonded ware-
house. The state excise tax on wholesale
currently ranges from $0.01 per gallon
on wine of under 14% alcohol to $4 per
gallon on distilled spirits over 100 proof.
California's excise taxes are the lowest
in the nation on still wines, sparkling
wine, and champagne; the second lowest
on beer; and the fourth lowest on dis-
tilled spirits.

In 1988, the state's excise tax on
alcoholic beverages produced $128.7
million. However, if California's excise
tax rates had been the same as the
national average in 1988, the resulting
revenue would have been $408.9 mil-
lion.

The report states that, in 1988, over
one billion gallons of alcoholic bever-
ages, mostly beer and wine, were pro-
duced in California. Although 506 mil-
lion gallons, or about one-half, were
exported from the state, 260 million gal-
lons were imported for sale here. In
1988, over 818 million gallons of alco-
holic beverages were sold for consump-
tion in California.

In 1988, an average of 151,769 Cali-
fornians were employed directly in
industries whose primary activity relates
to the production, sale, and consumption
of alcoholic beverages. Fifty-two per-
cent of direct alcohol-related employ-
ment was attributed to retail sales, both
on-sale and off-sale; 24% was attributed
to wine grape growers; and the remain-
ing 24% was attributed to the manufac-
ture and distribution of these beverages.

According to the report, in 1988, two-
thirds of adults over age 14 in the nation
and California consumed some alcohol:
one-third of the population were abstain-
ers, one-third were light to moderate
drinkers, and one-third were heavy
drinkers. Also, a 1984 national Gallup
Poll found that 59% of adolescents 13-
18 years old were at least occasional
consumers of alcohol, and 17% had tried
it at least once.

The report acknowledges various
societal costs attributable to alcohol
abuse, including motor vehicle accidents
and fatalities, boating accidents, lost
employment, health care costs, property
losses, and incarceration. According to
The Sixth Special Report To Congress on
Alcohol and Health (1987), prepared by

the U.S. Department of Health and
Human Services, estimated costs of
alcohol abuse, nationally, were $117 bil-
lion.

Turning to applicable legislation, the
report states that during the last eleven
years, 23 bills were introduced in the
California legislature to affect the excise
tax on alcoholic beverages. Only one of
these bills-AB 2814 (Gage) (Chapter
827, Statutes of 1978)-was passed and
signed into law. This bill imposed an
excise tax of $0.02 per ounce on
"nonliquid distilled spirits"; unfortunate-
ly, the bill did not define "nonliquid dis-
tilled spirits."

Ready or Not, Here We Come: Train-
ing California's Emerging Workforce
(June 1990). According to this report, by
the year 2000, 87% of newcomers to the
United States' workforce will be Asians,
Hispanics, African-Americans, women
returning to work, and immigrants. This
emerging workforce, which will be even
more predominant in California, raises
issues and problems not previously
experienced in this county. This report
examines the composition, challenges,
needs, and training opportunities of the
emerging non-traditional workforce;
provides a national and statewide
overview of the demographic profile of
the emerging workforce in light of pre-
dicted labor market demands; provides
an analysis of the capacity of Califor-
nia's publicly funded employment and
training programs to train the emerging
workforce; and offers policy recommen-
dations designed to provide California's
emerging workforce with the skills and
creativity needed to fulfill the complex
demands required by the present and
future labor markets.

The report projects that, in California,
the percentage of non-Hispanic whites
will drop from the 1980 figure of 66.5%
to 51.4% by the year 2000; the Hispanic
population will rise from 19.2% in 1980
to 29% in 2000; the African-American
population will decline from 7.5% in
1980 to 6.6% in 2000; and the "Asian
and Other" ethnic group will rise from
6.7% in 1980 to 13% in 2000.

According to AOR, public and pri-
vate sector labor experts are concerned
with the potential problem of a mismatch
between the skills of California's emerg-
ing workforce and the requirements of
tomorrow's jobs. According to one
report, "Unless major upward mobility
occurs in the occupational structure of
California's minority groups, and recent
immigrants in particular, the occupation-
al requirements of a growing and chang-
ing state economy in [this] decade may
not be met."

The report states that to avoid poten-
tial stagnation in economic growth, the
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occupational profile of the state's minor-
ity groups must begin to change dramati-
cally. AOR cites two principal strategies,
one long-term and one short-term, to
enable the emerging workforce to fulfill
more successfully the skill expectations
of tomorrow's economy. The long-term
strategy involves significant reforms in
California's educational system, to
ensure that all Californians receive a
comprehensive and academically sound
education from preschool through post-
secondary levels. The short-term strate-
gy designed to prevent the potential mis-
match between the skills of the future
workforce and tomorrow's job require-
ments is effective employment and train-
ing programs, which become substitutes
for educational failures and provide
retraining for existing workers.

Regarding this short-term strategy,
over $2.9 billion (nearly $2 billion in
state funds and $946 million in federal
funds) has been proposed to fund 22
employment and training programs ser-
vicing six million clients during fiscal
year 1990-91. These programs are
administered by twelve state
agencies-ten of which are within the
Governor's jurisdiction, one under the
jurisdiction of the state Department of
Education, and one under the jurisdic-
tion of the California Community Col-
leges.

According to AOR, California has a
variety of complex employment and
training programs which essentially
overlap in function and target popula-
tion. As a result, AOR recommends that
an Assembly Select Committee (or a
subcommittee of a current standing com-
mittee) on Job Training be formed to
explore a variety of approaches to enable
California's employment and training
programs to deliver systematically the
type of educational, employment, and
supportive services needed to match the
skills of the non-traditional workforce
with the demands of the labor market
needs.

AOR also recommends that Califor-
nia create a state Department of Employ-
ment and Job Training, which would
develop an employment and job training
voucher system to enable eligible indi-
viduals to have direct control over their
career development plans, and create a
comprehensive labor market needs data
base reflecting local, regional, and
statewide workforce demands.

AOR further suggests that the state
Icreate an apprenticeship training model
which will provide opportunities for
clients to obtain technical skills and
gainful employment by combining ele-
ments of vocational education with
apprenticeships.

Finally, AOR recommends that the
state eliminate impediments which dis-
courage access to employment and job
training, by providing adequate support-
ive services (such as child care, trans-
portation, mental health, and other social
services); exploring various tax credit
and tax exemption policies to encourage
more involvement of private sector
industry in employment and job training
programs; and by creating an enhanced
applied technology education model to
link middle and secondary schools with
community college and university pro-
grams, so that sequences of courses can
be offered in applied math, science, and
other appropriate subjects that lead stu-
dents to greater technical proficiencies.
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MAJOR PROJECTS:
The Drug Crisis: Treatment, Preven-

tion, Law Enforcement (June 1990)
reviews the problem of drug use in Cali-
fomia and various options for addressing
the problem, such as treatment, preven-
tion, and law enforcement; examines
then-pending drug-related legislation;
and suggests a comprehensive legislative
approach to address the problem more
effectively.

The introduction, which notes that a
March 1989 California poll cited "illegal
drug use" as the number one concern of
Californians, focuses on the magnitude
of alcohol and drug abuse and their
debilitating effects on society, such as
reduced productivity, crime, and acci-
dents. The report states that education,
treatment, and early intervention would
form the foundation of a solution to the
current problem. For example, SOR cit-
ed a recent study which found that the
costs of drug abuse to law-abiding citi-
zens decrease approximately 20% after
one year of treatment (from $9,190 per
drug abuser in the year before treatment

to $7,379 per drug abuser in the year
after treatment).

SOR then examined 65 then-pending
Senate and Assembly bills, relating to
topics such as perinatal substance abuse,
alcohol and drug abuse services,
employee drug testing, criminal penal-
ties, and enforcement issues.

SOR also discussed a November
1990 ballot initiative related to alcohol
and drug abuse. Proposition 134, the
Alcohol Tax Act of 1990, would create a
surtax on beer, wine, and liquor, which
would be used to fund alcohol and drug
prevention services, treatment and
recovery services, emergency-medical
and trauma-care services, community
mental health programs, and enforce-
ment, education, and training programs
related to alcohol and drug abuse pre-
vention.

SOR concluded its report with sever-
al recommended legislative priorities,
such as ensuring the availability of drug
treatment on demand; reducing waiting
lists for drug treatment services; expand-
ing perinatal substance abuse activities
to include in-home services and residen-
tial treatment for substance-exposed
women and children; implementing
treatment and prevention services in
prisons; increasing funds to local gov-
ernments for street-level enforcement of
drug laws; and continuing vigorous pros-
ecution for all drug offenses.

Grasping at the Dream--California
Housing Who Can Afford the Price?
(June 1990) reveals the startling reality
that so-called state low-income housing
programs provide funding, tax credits,
tax expenditures, and overall preferential
treatment to citizens who are least in
need of assistance. Grasping at the
Dream cites a 1990 report issued by the
Office of the Legislative Analyst, which
stated that the majority of beneficiaries
of California Housing Finance Agency
(CHFA) housing programs are not low-
income households. Instead, 89% of the
beneficiaries of CHFA programs are
households with incomes in the "above
moderate" or "moderate" range; only
11% of beneficiaries are "low" or "very
low" income households. (See CRLR
Vol. 10, No. I (Winter 1990) pp. 43-44
for a summary of the Legislative Ana-
lyst's report.)

As SOR's report indicates, the steadi-
ly growing disparity between rising
housing costs and income levels increas-
es the effect of CHFA's unbalanced allo-
cation and distribution of resources. For
instance, SOR reports that the 1970
median home price in California was
only 2.3 times the median annual
income. By contrast, the 1988 median
home price had risen to five times the

The California Rpoi-torv I -w Reporter Vol. 10, No, 4 (Fall 1990)


