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WHATWOULD PROPOSITION 82 MEAN
FOR CALIFORNIAT

P roposition 82, which will appear on the June 2006 ballot, would provide dedicated funding for a voluntary preschool pro-
gram for children during the year before they enter kindergarten. The initiative argues that its purpose is, “to ensure that
all children have the skills they will need to master reading and to succeed in school and in life...by providing all children the

opportunity for a strong start in school.”

The following analysis focuses on the fiscal policy issues raised by Proposition 82. The California Budget Project (CBP) neither
supports nor opposes Proposition 82. This Brief examines the fiscal policy issues raised by Proposition 82 and highlights the

impacts of the proposed ballot measure on the budget and budget process, so that voters can make informed policy choices.

WWhat Would Proposition 82 Do?

Proposition 82 would establish a program that provides one year
of preschool, on a voluntary basis, to California children in the
year before they enter kindergarten.2 The proposition would
establish a funding source to support the proposed program.

by both public and private providers that meet specified
requirements. Preschool providers that choose to participate
in the program would have to comply with certain licensing
requirements; agree not to discriminate against any child,
parent, or guardian; agree not to charge a fee under most
circumstances; agree to admit all eligible children; and agree

Specifically, Proposition 82 would:

Establish a one-year preschool program in the state
Constitution. Proposition 82 would amend the state
Constitution to require the state to offer one year of preschool
to 4-year-olds. The program would be phased in over four
years. Proposition 82 would require the program to be
available to all 4-year-olds beginning four years after the
measure’s effective date. Proposition 82 would establish

a program providing a three-hour session for 180 days per
year, require the curriculum to be age- and developmentally
appropriate, and require that classes have no more than 20
children with at least one teacher and one instructional aide.
Except under specified emergencies, preschool would be
available at no cost to children or their families.

Specify the types of programs that would qualify for
funds. Proposition 82 would support programs offered

not to discriminate in employment or admissions. Under
Proposition 82, providers would have to agree to pay salaries
based on schedules established in each county’s preschool
plan. Finally, Proposition 82 specifies the collective bargaining
laws that would apply to preschool employees.

Establish standards for preschool programs and
personnel. Proposition 82 would require the Superintendent
of Public Instruction (SPI) to establish guidelines governing the
operation of Proposition 82-supported preschool programs
including: learning standards; instructional practices; and
quality, access, and fiscal accountability standards. By July 1,
2016, teachers in Proposition 82-supported programs would
be required to have a bachelor’s degree and an early learning
credential.® Instructional aides would be required to have at
least 48 college credits with 24 units in early education. The
SPI would be required to work with California public colleges
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and universities, including the community colleges, to develop
an early learning credential.

e Establish administrative and oversight requirements.
Proposition 82 gives the SPI broad authority to administer
preschool programs, review and approve local plans, and
approve the distribution of funds to county superintendents of
schools. At the local level, county superintendents of schools
would contract with preschool providers and administer
preschool programs. However, Proposition 82 allows for
alternative local administrators under certain conditions.
County superintendents of schools would have responsibility
for developing five-year county plans with specific
components, as well as preparing and submitting annual
program reports. Proposition 82 would create a statewide
oversight committee with specified membership to review
program activities and provide recommendations. County
superintendents of schools would be required to appoint local
advisory committees. Finally, the measure would require the
SPI to appoint parent advocates to represent parents’ interests
and help parents address their concerns with Proposition
82-supported programs. Parent advocates would work at the
local level, but report to the SPI.

e Establish funding allocation formulas. Proposition 82
would require the SPI to determine an annual statewide per-
child allocation rate based on revenues collected from a new
personal income tax rate imposed on high-income individuals.
Proposition 82 would allocate funds to train preschool staff,
develop preschool facilities, and build a reserve. Remaining
funds would be distributed to counties for preschool services.
Before July 1, 2016, the SPI would allocate funds to counties
based on the number of 4-year-olds in the county. Beginning
July 1, 2016, the SPI would allocate funds to counties based
on the number of children enrolled in initiative-supported
programs in the county.

e Limit the legislature’s ability to modify the program.
Proposition 82 would limit future legislative changes to those
that “carry out” the purpose and intent of the measure and
would require that any proposed change receive a two-thirds
vote of the legislature.

How Much Does the State Currently Spend
on Preschool?

Recent studies suggest that approximately two-thirds (62 to 64.5
percent) of California 4-year-olds attend some form of preschool
or age-appropriate child development activity.5 Of those children
who attended preschool or a similar program, one study found
that 55.5 percent attended a publicly-funded program and 44.5

percent attended a privately-funded program.® Another study
examining children in kindergarten found wide variation in
preschool attendance across subgroups. For example, while 58
percent of children whose first language was not English had
attended preschool, 72 percent of children whose first language
was English had attended preschool.” Moreover, this study found
that only 48 percent of children from predominately Spanish-
speaking families had attended preschool.

A number of publicly supported preschool and child development
programs currently serve California children.® These programs
receive funds from a variety of federal, state, and local sources:

e Child Gare and Development Act. The 2005-06 Budget
appropriated $2.4 billion for various child care and child
development programs administered by the California
Department of Education (CDE).® These funds provided
preschool or comparable services to 77,417 4-year-olds, of
whom 54,869 were in the State Preschool Program.'0

e Head Start program. The federal Head Start program
provides age-appropriate part- and full-time early child
development services to low-income children and their
families. California’s Head Start program received $829.6
million in federal fiscal year 2005.1" This allocation supported
enroliment for 102,287 children, of whom 56,156 were 4-
year-olds.?

¢ Special education preschool. The federal Individuals with
Disabilities Education Act (IDEA) provides funding to states for
preschool instruction, among other services, for children ages
3 through 5 who are not in kindergarten. California’s Special
Education Program received $98.4 million in federal funds
in 2005-06 to provide preschool services to eligible children
pursuant to their individual education plans. California
provided preschool and other services to 22,795 4-year-olds
in December 2004.'3

e Title I preschool. Title | of the federal No Child Left Behind
Act provides funds to low-achieving schools to improve
student academic performance. Schools can use these
funds to provide services to improve educational outcomes
for at-risk children, including before school, after school,
summer learning opportunities, and preschool. In 2003-04,
45 school districts notified the CDE that they planned to use
$12.5 million of their federal Title | allocations for preschool
services.™

¢ Proposition 10-funded preschool services. Voters approved
Proposition 10 in 1998, which established state and county
early childhood development programs supported by a $0.50
per pack tax on tobacco products. State and local “First 5”
commissions administer the programs. In 2001, the state



First 5 commission allocated $200 million over four years to
implement programs that improve children’s readiness for
school and to increase schools’ and communities’ capacity
to promote children’s readiness for school. In 2003, the

state First 5 commission allocated $100 million to preschool
expansion projects. In 2005, the commission approved
funding for seven county preschool demonstration projects.
In addition, some county First 5 commissions, including Los
Angeles, have allocated funds to support preschool programs.

Proposition 82 Would Tax the Wealthy to Fund
Preschool

Proposition 82 would create a new personal income tax rate

for high-income individuals to provide dedicated funding for
preschool programs. The Legislative Analyst’s Office (LAQ)
estimates that the measure would generate approximately $500
million in 2006-07, $2.1 billion in 2007-08, and about $2.6 billion
in 2010-11.15 Estimated 2007-08 revenues for the initiative
would equal more than six times the size of the 2005-06 budget
allocation for state subsidized preschool.'

New Tax Rate Would Apply to High-Income
Taxpayers

Proposition 82 would impose an additional 1.7 percent tax
beginning January 1, 2007, on the portion of taxable income that
exceeds:

e $400,000 for an individual taxpayer or married taxpayer,
e $544,467 for a head of household taxpayer, and
¢ $800,000 for married taxpayers filing a joint return.

The new tax rate would only apply to the portion of a taxpayer’s
income that exceeds the threshold amounts. For example, a
single taxpayer with a taxable income of $750,000 would pay an

additional $5,950 under Proposition 82 (1.7 percent of $350,000).

The additional 1.7 percent rate would raise the top tax rate for
taxpayers with incomes in excess of $1 million to 12 percent.!”
California currently has the highest top personal income tax rate
in the nation.'® Unlike the state’s six current tax brackets for
incomes below $1 million, the threshold for this rate would not be
indexed for inflation.

How Would Proposition 82 Funds Be Allocated?

Under Proposition 82, the state would allocate most of the
revenues raised to local preschool programs. In addition, during
the program’s first 10 years, Proposition 82 would allocate:

¢ Up to $500 million to support the development and provision
of college-level early learning programs at California’s public
colleges and universities,

¢ Up to $200 million to support financial aid for students
studying to become early education teachers or instructional
aides,

e Up to $2 billion to support construction and renovation of
facilities for use by preschool programs, and

e Funds to a reserve in an amount sufficient to support a full
year of program operations at the end of the 10-year period.

On an ongoing basis, funds would be allocated to support parent
advocates at the local level; engage in outreach to inform parents
of the importance and availability of preschool; and monitor and
audit county programs. During the first 10 years, funds would
also be allocated to a facilities reserve fund for additional support
to counties in need of facilities to provide adequate access to
preschool services.

The remainder of the funds would be used to fund local preschool
programs. During the program’s first four years, priority would
be given to funding programs within the area of low-performing
schools. Universal access would begin four years after the
measure’s effective date.

Amounts raised by the new tax would be allocated to local
programs based on a uniform, statewide, per-child allocation
rate. Funds would be disbursed to individual county accounts

at the statewide rate based on budgets contained in individual
county preschool plans. Between July 1, 2006 and July 1, 2016,
the rate would be determined by the amount of funds available,
divided by the number of 4-year-olds in each county. After July 1,
2016, funds would be allocated based on the actual enroliment in
preschool programs within the county.

Funds raised by Proposition 82:

e Would not be subject to the regular budget process. All
revenues derived from Proposition 82’s tax increase would
be allocated based on the formulas in and for the purposes
outlined in Proposition 82. Proposition 82 funds would not be
appropriated annually by the legislature through the regular
budget process.

e Could not replace existing funds. Proposition 82 would
dedicate all of the revenues raised by the new tax to
preschool. These funds could not replace existing state
funds appropriated for the State Preschool Program or child
development programs that provide preschool-like services
to 4-year-old children. This provision limits the legislature’s



Who Pays Taxes in California?

In 2003, the most recent year for which personal income tax data are available, taxpayers with Adjusted Gross Incomes (AGl) of
$400,000 or more accounted for 0.8 percent of personal income tax returns, reported 18.0 percent of AGl, and paid 36.6 percent of

the personal income tax.'®

California has a progressive personal income tax — higher-income households pay a larger share of their income in taxes than lower-
income households. However, the total tax burden on California’s families is a function of the state’s highly progressive personal
income tax and regressive sales and excise taxes. Households also bear a share of the burden of taxes imposed on business
through higher prices and lower corporate earnings. When all state and local taxes are taken into account, the state’s lowest-income
households pay a higher share of their income in taxes. This results from the fact that low-income households pay little or no
personal income tax, but pay a larger share of their income in sales, property, and excise taxes such as fuel or cigarette taxes.

Lowest-Income Households Pay the Largest Share of Their Income in State and Local Taxes
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ability to reduce existing funding levels or shift funds to
other priorities in the event of a budget shortfall or changing
program needs.

Would not affect the Proposition 98 guarantee. Proposition
82 would deposit the new tax revenues into a new special
fund — the Preschool for All Fund — and exclude those funds
from the calculation of the Proposition 98 guarantee and from
the state and local jurisdictions’ appropriation limits.

What Happens if Revenues Are Insufficient to
Fund the Program?

Proposition 82 would require the state to set aside a reserve
sufficient to support one year of program costs as a cushion
against future funding shortfalls. The reserve would be funded
by annual allocations during the first 10 years of the program.
Additional contributions would be required if the balance in the
reserve falls below the level needed to support a full year of
program costs, except in years when revenues are insufficient




to maintain specified operating standards. The reserve could

be used in years when revenues are inadequate to maintain the
basic per-child expenditure level and program quality and access
standards.

If the balance in the reserve drops below 10 percent of annual
program costs, the SPI must declare a “funding emergency.”

In such an emergency, Proposition 82 allows the legislature to
enact a bill that would temporarily require parents to pay a fee to
support program costs. Fees could only be imposed for one year
at a time and no child could be denied access to preschool based
on an inability to pay. The LAO argues that a two-thirds vote of
the legislature would be needed to pass a bill imposing a parent
contribution fee.20 This requirement would differ from other state
fees, which can be imposed or increased by a majority vote of the
legislature.

Proposition 82 would prohibit the use of state General Fund
dollars for preschool programs in the event of a funding
emergency. If the reserve is exhausted, Proposition 82 does
not provide a mechanism for funding the program if the
legislature fails to enact a parent fee. Local programs would
remain obligated to provide universal access and meet program
standards, regardless of the level of funding they receive.

\What Does the Research Show?

The research on the effects of preschool is both substantial and
complex.2! Historically, research focused on small demonstration
projects intended to determine whether compensatory education
would improve school performance for at-risk children.22 Recent
and ongoing studies involving more diverse populations have fol-
lowed or will follow children’s progress over time from as early as
birth through, in some cases, their teenage years.23 Finally, stud-
ies have examined the impact of universal access programs in
Georgia and Oklahoma that include children from higher-income,
as well as low-income families.2*

Due to the diversity of methodologies used to study the various
programs, differences in outcomes measured, and the paucity

of studies that follow children over a number of years, caution
should be used when drawing conclusions from the available
research. Moreover, few studies include a cost-benefit analysis
or compare the relative benefits of different types of interventions.
Keeping these cautions in mind, the available research suggests
that:

e At-risk children who attend preschool may exhibit improved
achievement test or 1Q test outcomes, at least over the
short-term, compared to similar children who do not attend
preschool.2> Two studies suggest that these gains may extend
to middle- and high-income children. One study suggests

that, for low- and middle-income children, results are depen-
dent on the number of hours per week children are enrolled
in preschool programs.?8 Most studies did not track their
participants through high school. However, two studies found
that children who attended preschool graduated from high
school at higher rates.?’

e Low-income children may benefit more from preschool
than other children. For example, children from low-income
families who attended Georgia’s preschool program showed
greater gains on skills tests than their higher-income peers,
leading the report’s authors to suggest that the program may
have reduced some gaps between the two groups.?

e Preschool may have few lasting positive outcomes for children
from more affluent families and may, in fact, contribute to
adverse behavioral effects, while having positive benefits for
disadvantaged children. Authors of one study indicate that
their findings suggest, “that the greatest return to public in-
vestments in early education may be obtained by using funds
to increase disadvantaged children's enrollment in preschool
and prekindergarten."2°

e At-risk children who attended preschool may experience
reduced incidence of juvenile crime.30 In contrast, at least
one study found associations between preschool and possible
increases in behavioral problems for high-income children,
compared to similar children who do not attend preschool.3!

e At-risk children who attend preschool may be less likely to be
held back in school or to need special education services.3?

e At-risk children who attend preschool receive benefits that
exceed the cost of the preschool program.33 Two studies
found that benefits accrued over time and came primarily from
reduced referrals to special education, lower rates of criminal
involvement, lower use of public assistance, and higher
earnings from employment, compared to similar children who
did not attend the preschool program. However, these studies
did not examine the relative benefits and costs of universal
preschool because the study designs were limited to at-risk
children.

What Policy Issues Does Proposition 82 Raise?

Proposition 82 would establish a constitutional right to preschool
supported by a dedicated funding source that is allocated outside
the budget process. When evaluating Proposition 82, voters
should carefully weigh several key policy considerations:

Is this the “right” investment for California’s children?
Proposition 82 would make public preschool available to 4-
year-old children to ensure that California’s children have the



skills they need to succeed in school. There is significant
agreement that providing preschool to children from low-income
families would help improve their school and life outcomes.34
However, the evidence discussed above also suggests that more
affluent children receive few benefits from preschool. Further,
the research suggests that other early intervention strategies
could improve outcomes for disadvantaged children, either in
combination with or separate from preschool.3

Opponents argue that a more sensible and efficient approach
would be to target resources to low-income children who have
the greatest school readiness deficits. Such an approach, they
argue, could do more to reduce achievement gaps at school
entry. Further, targeting low-income children would allocate
more of the available funds to those children who are unable to
afford preschool, rather than subsidizing children whose families
already pay for preschool services.3® Proponents counter that
providing resources for a universal voluntary preschool program
would reduce administrative costs, build support for a high-quality
program, and be more equitable than a program that targets a
portion of the population.3’

Should voters set budget priorities at the ballot box?
Proposition 82 would substantially expand state spending on
preschool, preschool teacher and staff training, and related
facilities. Funding for this expansion would be provided by a
dedicated revenue source. Opponents of so-called “ballot box
budgeting” argue that the initiative process limits voters to an up-
or-down choice on one type of spending (for example, preschool)
in isolation from other potential uses of funds. They further argue
that earmarking the proceeds from a revenue source that is
relatively popular among voters limits the ability of legislators to
use the same source for other spending priorities or to fill a gap
in the state budget. Moreover, they argue that initiatives “lock
in” programs by severely limiting the ability of the legislature to
make programmatic changes or to modify spending in response
to economic, budget, and demographic shifts. Finally, opponents
argue that California faces ongoing budget shortfalls and that
any increase in revenues should be used to ensure that current
programs are adequately funded prior to taking on additional
responsibilities.

Proponents of initiative-based spending argue that the two-thirds
vote requirement for legislative approval of tax increases makes it
difficult, if not impossible, to raise revenues to support important
program expansions. Given this difficulty, they maintain, it

is appropriate to offer voters the ability to raise taxes to fund
programs supported by a majority of the voters.

Would Proposition 82 increase the percentage of 4-year-
olds who attend preschool? Survey data suggest that
between 62 and 64.5 percent of 4-year-old children already
are in preschool.® The LAO, using limited information from

two states that have universal voluntary preschool programs,
estimates that about 70 percent of 4-year-olds would attend

the new program. In addition, the LAO suggests that up to an
additional 10 percent of children might remain in privately-funded
preschools.3® QOverall, this suggests that Proposition 82 could
increase preschool enrollment by up to 18 percentage points.
Critics argue that Proposition 82 would result in a modest gain

in enrollment and that most of the funds raised by the new tax
would go to provide subsidies for children whose parents now pay
for preschool.

What happens if revenues are insufficient to support program
operating costs? Proposition 82 provides a reserve that can be
used in the event the statewide per-child allocation rate declines
or if that rate is insufficient to support program access and
quality. Proposition 82 does not, however, provide a mechanism
for modifying program standards or access requirements should
revenues fail to keep pace with program costs. During a funding
emergency, the state could not use General Fund dollars to
support preschool costs, but local programs could not deny
access to any child that seeks to attend preschool, increase class
sizes, or reduce the educational level required of teachers or
instructional aides. If funding proves insufficient to support the
operation of preschool programs, providers may opt out of the
program. Should this occur, it is unclear how the state and county
superintendents would maintain the universal access that would
be required by the state Constitution.

What impact would Proposition 82 have on the teaching
profession? Proposition 82 would require initiative-supported
preschool programs to meet strict new teacher and instructional
aide educational standards beginning July 2014. The measure
would allocate funds to support the development of training
programs and to provide financial aid for individuals who commit
to teaching in a preschool program upon completion of their
education. These allocations are aimed at boosting the number
of individuals who enter the preschool workforce. It is unclear,
however, whether these funds will be adequate to ensure that a
sufficient number of individuals are available to meet the demand
for trained staff once the program is fully implemented.

California has experienced a shortage of credentialed teachers,
and this shortfall is expected to increase through 2014-15 as a
large number of “baby boomer” teachers reach retirement age.*0
A significant expansion of preschool programs, and the related
increase in demand for teachers and aides, will compete with the
ongoing demand for teachers in K-12 education. Proposition 82
does not provide a mechanism for programs to adjust staffing or
training requirements if they are unable to recruit teachers and
aides who meet the measure’s standards. As a result, it is unclear
how programs that fail to recruit qualified staff will reconcile the
lack of staff and the measure’s requirement to provide universal



access. To the extent preschool salaries increase and potentially
surpass those in K-12 education, teachers meeting Proposition
82’s standards may move from K-12 education into preschool
programs. This shift, in turn, would exacerbate the existing K-12
teacher shortage.

Would Proposition 82 ensure that the children most at-risk
have an opportunity to attend preschool over the long-run?
Proposition 82 would allocate funds during the program’s first 10
years based on the number of 4-year-old children residing in a
county. After the first 10 years, funding would be allocated, under
most circumstances, based on the number of children enrolled in
preschool within a county. Some critics argue that this approach
may limit the amount of funding allocated to disadvantaged
communities where there are shortages of classroom space and
staff or where parents may be more reluctant to initially enroll
their children in preschool. Counties with low enrollment relative
to their population of 4-year-olds would lose funding in 2016,
while those with higher than proportional enrollment would gain
funds. This could tend to “lock in” funding levels, making it
difficult for poor communities, where children may benefit the
most from preschool, to expand their programs in future years.

Would Proposition 82 give the SPI too much responsibility
for administering preschool programs? Proposition 82 would
give the SPI authority for administering preschool programs

at the statewide level within the scope of detailed guidelines
established in the initiative. The SPI, in particular, would have the
authority to establish funding allocations for local programs. The
state Constitution generally gives the legislature the authority

to appropriate funds, while the SPI and the executive branch
administer programs within the confines of state law and the
annual budget act. Proposition 82 would limit the ability of

the legislature to make changes to preschool programs, while
providing the SPI with extensive programmatic and budget
authority. Some critics question whether Proposition 82 would
give too much authority to the SPI and too little oversight authority
to the legislature.

\What Do Proponents Claim?

Proponents claim that, “For every dollar we invest in preschool,
studies show we get more money back.”#! According to

proponents, children who would receive preschool services as a
result of Proposition 82 would be:

e Better able to learn to read by third grade and to do their best
in school;

e Less likely to drop out of school, and thus, have a better
chance to graduate from high school;

e Less likely to become involved in crime; and

e More likely to be part of a better-educated workforce that
contributes to a stronger economy.*2

WWhat Do Opponents Claim?

Opponents of Proposition 82 claim that the issue “is not whether
expanded preschool would bring benefits to our kids, but whether
California can afford to spend $2.4 billion in scarce resources on
a new preschool bureaucracy that will only increase enrollment
by four or five percent.”*® According to opponents, Proposition 82
would:

e Spend $2.4 billion on preschool when California has other
pressing needs, including K-12 education, health care, and
infrastructure investments; and

e Lock $2.4 hillion in new revenue into a preschool program at a
time when the state faces chronic budget deficits.*4

Conclusion

Proposition 82 would provide new funds to support a voluntary
preschool program available to children in the year before they
enter kindergarten using a new dedicated revenue source. The
new program would be required to meet certain standards with
regard to class size, curriculum, and teacher training. Critics
counter that “ballot box budgeting” limits the legislature’s ability
to react to changing budget and programmatic priorities and
that the state should address its long-term budget problems
before enacting major new programs. In assessing Proposition
82, voters should weigh the costs and benefits of the proposed
programs and how these issues might affect policy outcomes in
future years.

David Illig prepared this Budget Brief with assistance from Jean Ross. The California Budget Project (CBP) neither supports nor opposes Proposition 82. This
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