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MEMORANDUM

TO: B udget and  Control Board Division D irectors

FROM: Donna K. Williams, A ssistant Executive D ire c to ry

SUBJECT: Summary of Board Actions a t Septem ber 6, 1990, Meeting

T his listing  of actions is an unofficial summary of the Board actions taken a t the 
referen ced  m eeting. T he m inutes of the meeting a re  p resen ted  in  a se p a ra te , 
more detailed document which becomes official when approved by  the Board at a 
su b seq u en t m eeting.

The Board heard  re q u e s ts  from the following agencies:

S tate Departm ent of Education 
Educational Television Commission 
S tate L ibrary
A rts Commission
Departm ent of A rchives and History 
School for the Deaf and the Blind 
Wil Lou Gray O pportunity  School
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MINUTES OF STATE BUDGET AND CONTROL BOARD MEETING
September 6, 1990 9:00 A. M.

The Budget and Control Board met at 2:00 p .m . on T h u rs d a y , Septem ber 

6 , 1990, in Room 105 of the G resse tte  Office Building, with th e  following members 

in attendance:

G overnor Carroll A. Campbell, J r . ,  Chairman;
Mr. G rady L. P a tte rso n , J r . ,  S tate T reasu rer;
Mr. Earle E. M orris, J r . ,  Com ptroller General;
S enator James M. Waddell, J r . ,  Chairm an, Senate Finance Committee;
R epresentative William D. Boan, Chairman, Ways and Means Committee,

Executive D irector Jesse  A. Coles, J r . , P h .D ., and o th e r Board s ta ff  w ere 

p re se n t.

C ontinuation of 1991-92 Budget P reparation  Process

Dr. Lewis J . Perelman of the Hudson In s titu te , opened the session with a 

p resen tatio n  on technology re s tru c tu rin g  and h ig h er o rd er th in k in g  sk ills.

Agency Budget Requests
The Board heard req u ests  from the following agencies:

S tate Departm ent of Education 
Educational Television Commission 
S tate L ibrary
A rts Commission
Departm ent of A rchives and History 
School for the Deaf and th e  Blind 
Wil Lou G ray O pportunity  School

Inform ation rela tin g  to these m atters has been retained in th ese  files and is 

identified as Exhibit 1.

[S e c re ta ry ’s Note: In compliance with Code 530-4-80 , public notice of th is  
meeting was given to news media rep resen ta tiv es and o th ers on numerous 
occasions d u rin g  the months of Ju n e , July  and A ugust. J
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BUDGET HEARINGS
Fiscal Year 1991-92

September 6,1990
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EXH IBIT
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STATE BUDGET t  CONTROL BOARD 
PRESENTERS FOR AGENCIES APPEARING

THURSDAY, SEPTEMBER 6, 1990

**********

STAIEPEPARTNIENT QF EDUCATION

Dr. Charlie G. Williams, State Superintendent 

**********

EDUCATIONAL TELEVISIQN..CQMMISS1QN
Jack W. Newton, Chairman 
Henry J. Cauthen, President

**********

STATE LIBRARY

James B. Johnson, Jr., Director

**********

ARTS COMMISSION

Scott Sanders, Executive Director

**********

PEPARTMENIQEAJLCHIYES & HISTORY
Dr. George L. Vogt, Director 

**********

SCHOOL FOR THE DEAF & THE BUND 

Joseph P. Finnegan, Jr., President

**********

WIL LOU GRAY OPPORTUNITY SCHOOL"

Mary Catherine Norwood, Ph.D., Superintendent

**********
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STATE DEVELOPMENT BOARD

Wayne L. Sterling, Director

**********
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FY 1991-92 BUDGET HEARINGS 

Thursday, September 6, 1990

ELEMENTARY & SECONDARY 
EDUCATION

2:00- 3:00 Curing 'Acanem ia': More Bang, Fewer Bucks
Dr. Lewis J. Perelman, Hudson Institute

Introduction by: Mary J. Willis

3:00- 3:30
:30- 3:50 
:50 - 4:00 
:00 - 4:10 
:10- 4:20 

4:20- 4:30 
4:30- 4:40 
4:40- 4:55 
4:55- 5:15

4X
 

LM
 U

J State Department of Education 
Educational Television Commission 
State Library
Arts Commission
Department of Archives & History 
School for the Deaf & the Blind 
Wil Lou Gray Opportunity School 
State Development Board 
Question & Answer Session
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EXH IBIT
LEWIS J. PERELMAN SEP 6 ,99° '

S IM E  BUDGET & CONTROL BOARfl
Senior Research Fellow 

Hudson Institute

Lewis J. Perelman, a Senior Research Fellow of the Hudson Institute, directs Project 
Learning 2001, a study of restructuring education and training sponsored by eight U.S. 
corporations and foundations. Or. Perelman works in the Washington office of the Institute, 
which is headquartered in Indianapolis.

Since joining Hudson Institute in 1989, Dr. Perelman has produced several 
publications on training and education, including the widely discussed Briefing Papers, 
’Closing Education’s Technology Gap” (November 1989) and ’’The ’Acanemia’ Deception’’ 
(April 1990). His report for Hudson Institute's Workforce 2000 project, The American 
Learning Enterprise in Transition, was published by the Organization for Economic 
Cooperation and Development (Paris, 1990).

As an independent consultant from 1983 to 1989, Dr. Perelman aided public and 
private policymakers concerned with human resource and economic development issues. His 
1987 report for the National School Boards Association, Technology and Transformation of 
Schools, is considered essential reading in the field of education technology policy. He coined 
the phrase The Learning Enterprise to describe the total universe of education and training in a 
report with that title published by the Council of State Planning Agencies in 1985. And his 
study for the Western Governors' Association, Human Capital Investment for State Economic 
Development (1989), was the first attempt to chart the entire 'portfolio'' of a state's many 
investments in human resource development. Perelman's first book, The Global Mind, was 
cited one of the sixty best scientific/technical books of 1976 by the Library Journal.

Dr. Perelman's work in education and training has been widely discussed in the 
national press, cited in legislative testimony, and used in university courses. Perelman has 
made speeches and presentations of his work before numerous audiences throughout the 
United States and in Europe.

From 1981 to 1983, Dr. Perelman was a director in the corporate planning department 
of Holiday Corporation in Memphis. From 1979 to 1981, he was a senior scientist in the 
Social Systems Group at Caltech's Jet Propulsion Laboratory. In 1980, Dr. Perelman was a 
visiting scientist at the International Institute for Applied Systems Analysis in Laxenburg, 
Austria. Previously he was a program analyst at the federal Solar Energy Research Institute 
and a staff economist at the Colorado Highway Department. Perelman taught physics and 
mathematics in public schools in New York and California and has taught graduate courses at 
the Harvard Graduate School of Education and the George Mason University School of 
Business Administration.

Dr. Perelman earned his doctorate in administration, planning, and social policy at the 
Harvard Graduate School of Education. He graduated cum laude with a B.S. in mathematics 
from the City College of New York, where he was elected to Phi Beta Kappa. He also did 
graduate study in space and atmospheric physics at the Goddard Institute and at the Harvard 
Division of Engineering and Applied Physics. Dr. Perelman is a member of the Institute of 
Electrical and Electronic Engineers.
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Institute

Reprinted February 1990
September 6, 1989 No. 110

The Hudson Institute Background Briefing 
for The President’s Education Summit

A great number of government policies, 
laws, and regulations already applies to the 
nation’s vast system for education, training, and 
human development. What is most needed 
now is not more ad hoc initiatives but a co­
herent strategy-a national “learning policy” 
addressing the radically different needs and 
opportunities of the 21st century’s knowledge- 
based economy.

Hudson Institute senior staff have produced 
several reports in recent years documenting the 
need for basic change in the nation’s education 
and training systems: Workforce 2000 (William 
B. Johnston & Arnold H. Packer), Winning the 
Brain Race (Denis P. Doyle), and Technology 
and Transformation o f Schools (Lewis J. Perel­
man). Based on these studies and ongoing 
work on this subject, we believe the President 
and the governors could make a useful contri­
bution to the national effort to restructure 
education by publicly agreeing to a set of 
basic principles and assumptions that will guide 
future policy.

From our work, we suggest that such a 
national strategy should be grounded on the 
following critical observations:

1. LEARNING IS THE KEY TO THE 
INFORMATION AGE ECONOMY.

Knowledge has replaced material resources 
as the cardinal commodity in the postindustrial 
economy. Knowledge and skill embodied in 
both human capital and automated technology

are now the key factors of international com­
petitiveness. The creation, manipulation, and 
transmission of knowledge have become the 
strategically critical production processes. But 
another name for these processes is simply 
“learning.” The learning enterprise-comprised 
of education and training along with activities 
bearing other titles such as communication or 
research-has become the keystone industry of 
the modem era. In these circumstances, the 
nation most likely to lead the world in the 21st 
century is the one that is the most efficient 
“learning society.”

2. EMERGING TECHNOLOGY OFFERS 
THE OPPORTUNITY TO COMPLETELY 
TRANSFORM EDUCATION, TRAINING, 
AND LEARNING IN GENERAL.

Existing technologies for programming and 
automating instruction can double the cost- 
effectiveness of teaching. Emerging multime­
dia, digital networks will make instruction even 
more productive, and accessible anywhere, 
anytime, to whoever wants it. Biotechnology 
will lead to better understanding of brain func­
tions, and even to pharmaceuticals that will 
enhance intelligence and creativity. Teaching 
and learning increasingly will be combined with 
the work of most jobs, and will be imbedded in 
diverse media completely divorced from schools 
or classrooms, from business equipment to en­
tertainment products.

00208S
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3. THE BUREAUCRATIC STRUCTURE OF 
THE CONVENTIONAL EDUCATION 
SYSTEM IS A BARRIER TO PROGRESS.

The problems of the American education 
system are similar to those of the Soviet econ­
omy, for similar reasons. The public school is, 
in effect, America’s “collective farm.” The 
poor productivity of both the American school 
and the Soviet farm stems not from the 
absence of technology per se. Rather, tech­
nological backwardness and declining 
productivity both are symptoms of the lack 
of incentives for efficiency and innovation in­
herent in government owned, operated, and 
regulated monopolies.

4. PRODUCTIVITY IS THE CENTRAL 
ISSUE.

Education, as a whole, is America’s least 
productive major industry, yet the one most 
strategically critical to future economic growth 
and development. Education is tied as the most 
labor-intensive industry; has the lowest level of 
capital investment of any industry; and makes 
the most minuscule investment in research and 
innovation of any sector of the economy. As a 
result, while technology has primed explosive 
productivity growth in other information-based 
industries, the efficiency of education has stead­
ily declined.

5. THE NATION NEEDS TO REALLOCATE, 
NOT EXPAND, THE FINANCIAL AND 
OTHER RESOURCES DEVOTED TO 
EDUCATION.

Real-dollar spending per student in public 
schools has grown four times since the 1950s 
and some 30 percent since the latest wave 
of school “reform” began in 1983, with no 
comparable increase in performance. Exten­
sive research shows no strong or systematic

relationship between students’ actual achieve­
ment and the amount of money spent on 
schools or teachers’ salaries, l l i e  most-edu­
cated members of the U.S. workforce receive 
the most investment in training and education. 
The “forgotten half’- th e  less-educated and 
often functionally or marginally illiterate-of 
the adult workforce gets only a tiny fraction of 
education and training resources.

Roughly a half trillion dollars is spent annu­
ally on education and training of all kinds in the 
U.S.-leaving the learning enterprise virtually 
tied with health care as the economy’s biggest 
industry. Expanding this huge budget is neither 
feasible nor necessary. Existing resources can 
and must be redistributed to meet unserved 
needs and to achieve more bang for each buck.

6. MARKETS ARE THE KEY TO 
TECHNOLOGICAL INNOVATION AND 
PRODUCTIVITY GROWTH IN THE 
LEARNING ENTERPRISE.

“Restructuring” the U.S. education econ­
omy has the same essential goal and require­
ments as restructuring, or “perestroika,” in the 
entire Marxist economy: replacing government 
monopoly and bureaucratic administration with 
a market system where entrepreneurial organi­
zations are free to compete and consumers are 
free to choose.

There is no path to competitiveness that 
does not include competition. Only in a com­
petitive market will schools and other instruc­
tional providers have both the motive and 
opportunity to adopt the kinds of technological 
innovations that can provide more effective 
learning at lower cost. Only when educators 
and students have incentive and freedom to 
purchase productive learning tools will produc­
ers be able to sell new educational technologies 
profitably. And only when vendors can sell 
such products profitably will the technologies 
be available and affordable for popular use.

0 0 2 0 8 6
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7. THE PRIVATE SECTOR HAS AN 
ESSENTIAL ROLE TO PLAY TO MAKE 
EDUCATIONAL RESTRUCTURING 
HAPPEN.

History offers no evident examples of large 
bureaucracies restructuring themselves entirely 
from internal motivation. While many profes­
sional educators-probably even the majority- 
hunger for basic change in the existing, 
stagnant system, the massive inertia of the 
education bureaucracy is as unresponsive to 
their aspirations as it is to the needs of the 
educational consumer. The impetus for basic, 
structural change must come from outside, 
from the private sector: employers, investors, 
workers, and families.

While consciousness has been raised of the 
failures of the education system and of the 
resulting disabilities of the U.S. workforce, 
private initiatives aimed at “reform” so far 
have been diffuse, unorganized, unduly cau­
tious, often misdirected, and largely without 
positive effect. What is needed in the private 
sector is a strategically focused coalition com­
mitted not only to altering established educa­
tion and training institutions, but to bypassing 
and replacing them with new technologies and 
organizational structures.

8. A CLEAR GOAL IS NEEDED TO FOCUS 
THE STRATEGY.

The work that needs to be done to reinvent 
the vast, complex economy of education, train­
ing, and learning must proceed on many fronts. 
To unify and focus these diverse activities, the 
governors and President should aim at dou­
bling the productivity o f investments in educa­
tion and training in the U.S

Neither the governors nor the President 
can realize the objective of higher productivity 
by themselves. But they can work to mobilize 
the political, economic, and technological ini­

tiatives necessary to achieve this goal, and if not 
in the entire country, then in whatever states, 
cities, communities, industries, or companies 
are ready to act.

This goal is not especially ambitious. All 
the essential technologies, methods, and or­
ganizational arrangements required for its 
achievement already exist and have been 
demonstrated somewhere in America today. 
What is needed is only to combine the neces­
sary ingredients and put them into practice.

Furthermore, this goal is not proposed as an 
ultimate solution, but only as a first step toward 
greater innovation and efficiency. Considering 
that the power of computer, telecommunica­
tions, and related information technologies has 
been growing by several orders of magnitude 
every decade or two since the middle of this 
century, far swifter progress in educational tech­
nology should be expected.

Once a culture of innovation is established 
by restructuring and replacing the education 
bureaucracy, continued rapid growth in learn­
ing productivity should be attained in the be­
ginning of the 21st century. Achieving this 
bolder goal will require substantial national 
investments in:

(1) measures of educational competencies 
valued by employers;

(2) new educational technologies, such as 
computers;

(3) training of teachers and other staff in 
the use o f these technologies;

(4) R&D in cognitive science; and
(5) implementation of a digital communi­

cations network, based on fiber optic 
and related technology, linking every 
home and business in the nation.

Please see following page for biographies o f 
Hudson Institute research staff on education .
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DENIS P. DOYLE
Senior Research Fellow

Denis P. Doyle is a co-director of Hudson’s 
Learning 2001 project. He is a coauthor of Win­
ning the Brain Race: A  Bold Plan to Make Our 
Schools Competitive, which was listed by The 
American School Board Journal as one of “Eight 
Must Books of 1988.” He also wrote “Endan­
gered Species: Children of Promise,” an educa­
tion “white paper” published in Business Week 
in November 1989, the longest special section 
ever run by that magazine.

Before joining Hudson, Mr. Doyle was 
Director of Education Policy and Human Capital 
Studies at the American Enterprise Institute. 
There he was project codirector for the policy 
statement Investing in Our Children: Business 
and the Public Schools. He has also served as an 
assistant director at the National Institute of 
Education. Mr. Doyle is a widely-published 
writer and frequent spokesman on education 
issues.

WILLIAM B. JOHNSTON
Vice President for Special Projects
and Senior Research Fellow

William B. Johnston is coauthor of Workforce 
2000, a long-range look at trends affecting work 
and workers in the late 20th century which has 
become a cornerstone of national debate on 
human capital issues. He is also coauthor of 
The Catastrophe Ahead, a study the economic, 
social, and political implications of the AIDS 
epidemic during the next decade, to be released 
in Spring 1990 by Praeger Publishers.

Before joining Hudson, Mr. Johnston was 
Director of Public Policy Research for the 
Conference Board. He previously served as 
Assistant Secretary of Transportation and as 
Associate Director of the White House policy 
staff under President Carter. He is the author 
of numerous books and articles.

ARNOLD H. PACKER
Senior Research Fellow

A nold H. Packer is coauthor of Workforce 
2000 and, as a part of that study, head of a 
Hudson Institute project on workplace literacy.

Dr. Packer is a former Assistant Secretary 
of Labor in the Carter Administration. Before 
that, he was an economist for the Office of 
Management and Budget and the first chief 
economist for the Senate Budget Committee.In 
1982, he formed a company to produce interac­
tive videodisc training courses to teach basic 
workplace skills. Dr. Packer has written exten­
sively on economics, employment and training 
policies, and the use of technology for training.

LEWIS J. PERELMAN
Senior Research Fellow

Lewis J. Perelman is a co-director of 
Hudson’s Learning 2001 project. He wrote 
“Closing Education’s Technology Gap,” a 
Hudson Institute Briefing Paper issued in 
November 1989.

Dr. Perelman is the author of Technology 
and Transformation o f Schools, which he pro­
duced for the National School Boards Asocia- 
tion, as well as The Learning Enterprise, Human 
Capital Investment for State Economic Develop­
ment, and The Global Mind, which was cited by 
Library Journal as one of the best scientific/ 
technical books of 1976.

Dr. Perelman’s background includes work 
on technology policy as a Senior Scientist at the 
Jet Propulsion Laboratory in Pasadena and as 
Director of Technology Assessment for Holi­
day Corp., independent consulting on public 
and private policies for human resource devel­
opment, and teaching in public schools in New 
York and California.

002CF8



Hudson
Institute

November 28, 1989 No. I l l

Closing Education’s Technology Gap

by Lewis J. Perelman

[SUMMARY: Viewed as an economic sector, 
education has the worst productivity record of any 
major U.S. industry. Part of the reason is that 
education invests a hundred to a thousand times 
less in research and development than other, 
information-based businesses. To close the gap,
U.S. education and training institutions should 
set aside at least 1% of their budgets for an R&D 
fund to be managed by a new National Institute 
for Learning Technology.]

Education costs too much. At the same 
time that the learning enterprise-the vast busi­
ness of education, training, and learning activi- 
ties-is becoming more crucial to an informa­
tion age society,1 the spiralling cost of conven­
tional education’s dubious output is becoming 
a millstone around the neck of the entire na­
tional economy. Education’s productivity crisis 
lies at the heart of our country’s overall human 
capital predicament.

Emerging initiatives to not merely reform 
but to “restructure” the nation’s educational 
enterprise in radical ways2 will be essential to 
undoing education’s productivity malaise. These 
structural changes-opening public schools to 
choice and competition, cutting centralized 
bureaucracy and red tape, holding education 
and training accountable for actual knowledge 
and skill gained by students, and revising em­
ployment practices to reward competence and

Lewis J. Perelman is a Senior Reserach Fellow at Hudson Institute and a former Senior Scientist at the Jet Propulsion Laboratory. 
He is the author o/Tcchnology and Transformation of Schools (National School Boards Association. 1987) and is working 
on a book on The Learning Revolution. 002089

flexibility-will finally create an environment 
where instructional efficiency matters.

But the combination of modern technologi­
cal and organizational innovations that has 
enabled productivity to soar in other industries 
will not occur even in a restructured educa­
tional system unless education makes an in­
vestment in research and development compa­
rable to other economic sectors. The shocking 
truth is that, compared to any other major 
industry, American education’s investment in 
research and innovation is almost nonexistent.

Advocates of restructuring education have 
tended to overlook the magnitude and impor­
tance of education’s R&D gap. Closing that 
gap must be made a top priority item on the 
restructuring agenda.

Education’s productivity crisis

A four-year study by the U.S. Congress’ 
Office of Technology Assessment’ concluded 
that the key obstacle thwarting America’s shift 
to an information age economy is the egre- 
giously poor productivity of the education sec­
tor. In particular, OTA found that education is 
tied (with social work) as the most labor-inten­
sive business in the economy, with labor costs 
equal to 93% of output value, compared to 
54% for all private business.

Ilerm an Kahn ('enter • P(> Ho\ 26-919 • Indianapolis, Indiana 46226 • 317 Ms hum
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Education’s productivity is not only poor 
but declining. Since 1950, the real dollar (infla­
tion-adjusted) cost of elementary/secondary 
(K-12) education in the United States has 
quadrupled! College is no better bargain: The 
price tag for higher education doubled in the 
last decade as costs grew much faster than 
inflation.

Costs zooming upward, enrollments staying 
the same or declining, and the quality of the 
output of schools and colleges either staying as 
good (according to their fans) or deteriorating 
(according to their critics) altogether mean 
that educational productivity-in terms of the 
ratio of effectiveness to cost-has been going 
sharply downhill.

The immediate cause of this dreary per­
formance is education’s gross lack of invest­
ment in technology. OTA’s study revealed that 
education has by far the lowest level of capital 
investment (another name for “buying technol­
ogy”) of any major industry: only about $1,000 
per employee. The average for the U.S. econ­
omy as a whole is about $50,000 of capital in­
vestment per job. Some high-tech industries 
invest $300,000 or more in technology for each 
worker. Even other, relatively labor-intensive, 
“service” businesses provide at least $7,000 to 
$20,000 worth of equipment and facilities for 
each employee.

This is a good place to call attention to a 
unique characteristic of the education industry, 
or learning enterprise, that sets it apart from all 
other businesses, and that makes the above and 
other unflattering comparisons even worse. That 
is: Education is the only business where the 
consumer does the essential w ork To the 
extent that learning is education’s essential 
(though not only) business, it’s clear that the 
productivity of the student or leamer-not teach­
ers or administrators-is what ultimately counts.

If we count the student, rather than the paid 
staff, as the “worker” to be compared to work­
ers in other sectors, education’s productivity/ 
technology gap looms even larger. Thus, the 
public schools’ niggling capital investment of 
$1,000 per employee becomes a pathetic $100 
per worker if worker means student. As a 
matter of fact, while the average U.S. public 
school budget now comes to about $5,000 per 
student annually, the typical school district 
expends only about $ 100 to $200 of that exorbi­
tant sum on materials and tools for each stu­
dent to use directly for learning.

The combination of modern 
technological and organizational 
innovations that has enabled 
productivity to soar in other 
industries will not occur even in a 
restructured educational system 
unless education makes 
an investment in R&D 
comparable to other economic sectors.

In a world where life cycles of product and 
production technology now are measured in 
months rather than decades, scanty capital 
investment inevitably leads to creaking techno­
logical backwardness. So we should be dis­
mayed but unsurprised to observe that-in  the 
midst of a global information revolution-the 
instructional technology available to most stu­
dents, most of the time, in most American 
schools and colleges today ranges from 100 to 
1,000 years old. While the power of informa­
tion technology has been leaping upward by 
factors of 10 every few years since the 1950s, a 
report a few years ago by the late Ithiel Pool of 
MIT found that classroom instruction was the 
only one of some two dozen communications 
media studied whose productivity sharply de­
clined during the past two decades.
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Had the power of educational technology 
(not in some laboratory but in common use) 
grown at the same pace over the last four 
decades as the power of computer technology, 
a high school or college diploma-which still 
take 12 and 4 years respectively to produce, at 
an average cost for either of about $60,000- 
could be produced in less than ten minutes for 
about five cents!

The point is not so much that we should 
expect instant education for a nickel tomorrow, 
but that at least we should expect the education 
industry to make some meaningful technologi­
cal progress in the same direction-forward-as 
the rest of the economy. This comparison also 
emphasizes that the technological gap between 
the school environment and the “real world” is 
growing so wide, so fast that the educational 
experience is at risk of becoming not merely 
unproductive but utterly irrelevant to normal 
human existence.

The R&D gap

Compared to any other part of the modern 
economy, the minuscule share of the education 
industry’s vast financial resources invested in 
research and development is shocking. While 
the federal government pays less than 9% of 
the national bill for formal education (school 
and college), it pays for most of the educational 
research. Depending on what one counts as 
“R&D,” the federal Education Department 
spent between $136 million and $388 million 
on some kind of research in the 1989 fiscal year. 
Only about a million dollars of this was devoted 
to development of advanced instructional tech­
nology. Most of the research on high-tech 
teaching and learning is financed by the De­
fense Department, to the tune of about $200 
million annually. The National Science Foun­

dation also allocates about $ 15 million ayear to 
research on innovative instruction for science 
and mathematics.

These hundreds of millions of dollars may 
sound like a lot of money for research until one 
considers the scale of the nation’s learning 
enterprise. The education and training sector 
is America’s largest information industry and, 
depending on what is counted, may be simply 
the country’s biggest business. Formal instruc­
tion provided by schools, colleges, and corpo­
rate and military training departments is about 
a $400 billion a year industry; OTA estimates it 
employs around 10% of the U.S. workforce. 
When on-the-job training and other less visible 
but no less economically significant forms of 
teaching and learning are included, the learn­
ing enterprise is over a $500 billion business, 
and may even equal the $600 billion health care 
industry (generally viewed as the biggest).

By OTA’s accounting, the education sec­
tor’s investment in R&D comes to only 0.025% 
of its annual revenues. Even if demonstration 
projects, program evaluations, and other activi­
ties plausibly considered “research” are in­
cluded, education’s R&D spending still is less 
than 0.1% of revenues.

In contrast, R&D accounts for 2.5% of the 
entire U.S. gross national product. The aver­
age American business firm invests 2% of sales 
in R&D. But in high-tech, information-based 
businesses-the kind of business education ought 
to be but isn’t-companies commonly plow 7% 
to 30% of their sales into R&D. For instance, 
in Business Week's latest “R&D Scoreboard” 
the five top-rated companies in the computer 
software and services sector (the fastest grow­
ing segment of today’s computer industry) spent 
26.9%, 17.2%, 17.9%, 16.1%, and 28.6% of 
their revenues on R&D.
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But Business Week's recent research re­
vealed that it is the amount of R&D investment 
per employee that is the most powerful predic­
tor of business success. By that standard, the 
magnitude of the education sector’s failure to 
invest in innovation is magnified because edu­
cation, being so labor intensive, dilutes its al­
ready piddling R&D expenditures over a rela­
tively larger workforce than other businesses.

For the formal education sector (kinder­
garten through university), R&D spending per 
employee is less than $50 a year. Now consider 
what each of those leading companies in the 
computer software and services business spend 
annually on R&D per employee: $42,622; 
$36,207; $33,535; $30,389; and $30,264.5 The 
composite figure for all the companies in all the 
industries rated by Business Week is $5,042 of 
annual R&D investment per employee?

As dismal as $50 a year for education’s per- 
employee R&D investment appears, it’s in­
structive again to recall that the student is the 
“worker” whose productivity most matters in 
the education business. So the education sec­
tor’s annual R&D investment per worker real­
istically is something less than $5-a thousand 
times less than the norm for other major indus­
tries, and ten thousand times less than the 
amount spent by the most competitive U.S. 
firms in high-tech, information businesses.

The innovation gap

Clearly, a bold initiative is urgently needed 
to close education’s disastrous R&D gap. But 
before getting to specific proposals to solve that 
problem, it’s essential to recognize that merely 
adding dollars to the educational research budget 
will not, by itself, lead to more innovation or 
greater productivity in the nation’s schools and 
colleges.

The failure to effectively exploit the in­
structional power of the computer is just one 
notable illustration of educational institutions’ 
capacity to resist change. A decade and a half 
into the “desktop computer” revolution, 
40 million personal computers are in use in the 
United States. Computers called “computers” 
are in some 20 million American homes. But 
nearly 30 million U.S. homes have Nintendo 
“game” units-computer terminals masquerad­
ing as toys.

In contrast, another OTA report7 found 
that U.S. schools have spent a total of about 
$2 billion on instructional computers over a pe­
riod of ten years-that’s only a tenth of what the 
rest of America spends on personal computers 
every' year. A recent survey by Henry Jay 
Becker of Johns Hopkins University deter­
mined that there are about two million instruc­
tional computers in K-12 schools, only about 
one for every 20 students on average? Many of 
the computers counted as “present” in schools 
are old, obsolete, or simply locked away, un­
used. While experts have concluded that, ide­
ally, al, students should get to use instructional 
computers for about a third of their time in 
school, or 10 hours a week, the OTA report 
estimated that students typically get to use 
computers in U.S. schools only about one hour 
a week.

There is little mystery about the broad rea­
sons for the failure of schools and colleges to 
adopt computers and other technological inno­
vations or about what needs to be done, in 
general, to remedy these institutions’ resis­
tance to progress. The key reasons for the lack 
of adoption of productive technological inno­
vations in U.S. pre-college education lie in the 
combination of incentives and disincentives 
common to government-owned, bureaucrati­
cally administered, monopolistic enterprises.
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In essence, the public school is America’s 
collective farm. Innovation and productivity 
are lacking in American education for basically 
the same reasons they are scarce in Soviet 
agriculture: absence of competitive, market 
forces.

The public school normally provides, at 
best, no incentive-other than altruism or curi- 
osity-for practitioners to adopt innovations. A 
teacher I interviewed for a recent study of the 
use of computers in public schools put it suc­
cinctly: “Why should I do anything different 
next year from what I did last year?” In fact, 
scarcely any schools, even those that aspire to 
be progressive, offer any substantive reward, or 
even opportunity, for professional staff to adopt 
productive tools.

At worst, and commonly, the typical school 
environment is pregnant with disincentives for 
innovation which, over a period of a half cen­
tury or more, have proven highly effective in 
preventing or reversing technological change 
in education.

For instance, journalists and other educa­
tion analysts commonly cite lack of teacher 
training as a barrier to adoption of instructional 
computers. Yet training, by itself, cannot over­
come bureaucratic disincentives. As Bella Rosen­
berg of the American Federation of Teachers 
states bluntly, and correctly: “Teacher training 
is no substitute for restructuring education.” 
Indeed, training may even prove counterpro­
ductive.

The Houston Independent School District, 
for example, used to provide an intensive, 300- 
hour teacher training course in the effective use 
of instructional technology? Yet graduates of 
the program -the most innovative and techni­
cally proficient teachers in the district-who 
practiced what they had learned actually got

negative grades on a state-imposed teacher 
evaluation instrument that values “teaching” 
according to the ability to stand in front of a 
blackboard and talk, rather than the ability, or 
even willingness, to employ modern, student- 
centered tools. Staff in the district report that 
many of the best-trained teachers left the sys­
tem for jobs where their skills are in demand 
and rewarded.

The education sector’s annual R&D 
investment per worker realistically is 
something less than $5~a thousand 
times less than the norm for other 
major industries, and ten thousand 
times less than the amount spent by the 
most competitive U.S. firms in high- 
tech, information businesses.

Despite apparent institutional differences, 
the barriers and disincentives for innovation in 
higher education are broadly similar to and 
equally effective as those that hobble K-12 
schools. The list of such obstacles could be 
extended indefinitely. But the vast majority 
stem from the bureaucratic structure of the 
formal education system, not, as some “ex­
perts” claim, from inadequate technology or 
lack of government subsidies.

In contrast to the situation in schools and 
colleges, demand for computer-based instruc­
tion is strong in the unregulated and unsub­
sidized market for employer-provided educa­
tion. It is estimated that some 30% of the more 
than S50 billion employers invest annually in 
employee training is spent on computer-based 
instructional systems-that is over seven times 
more in one year than public schools have spent 
on instructional computers in the last ten years! 
Or, to look at the same data from another
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angle, employer-provided education invests a 
300 times larger share of its total budget in 
computer-based instruction than public edu­
cation does.

The failure to consider the total market for 
instructional computing and other advanced 
technology beyond schools commonly distorts 
published reports of educational technology’s 
lack of progress.10 Contrary to what many re­
ports imply, the problem is not that instruc­
tional computers don’t work well enough, or 
that they are not affordable, or that educators 
won’t use them. The truth is that computer- 
based and other high-tech instructional tools 
are being produced, sold, and used successfully 
and extensively outside of schools.

The key difference is that competition makes 
corporate and military trainers accountable for 
costs and results. And the principal reason for 
the almost total lack of investment in produc­
tivity-enhancing technological innovation, and 
for the record of steadily declining productivity 
in formal education, is the inherent absence of 
competitive, market incentives in the bureau­
cratic structure of the U.S. educational system.

History argues that neither the abundance 
of current information technology nor further 
research and invention of even more exotic 
tools for teaching and learning will, by them­
selves, have much impact on the near-static 
pace of innovation in education. Pocket calcu­
lators have been ubiquitous for some two dec­
ades, yet their common use in pre-college 
education is still sedulously resisted. Televi­
sion has been around for half a century yet its 
educational use remains largely trivial. The 
telephone is a century-old technology; yet hardly 
any school teachers in America have their own 
office telephones or even ready access to one.

An illuminating study by Douglas Ellson11

unveiled 125 instructional technologies and 
methods that, according to published research 
reports, have been proved capable of at least 
doubling the productivity of teaching. Yet 
Ellson observed that the use of these produc­
tive tools is virtually unknown in U.S. schools 
and colleges. Over 20 years of research shows 
that computer-assisted instruction, properly 
employed, can produce at least 30% more learn­
ing in 40% less time at 30% less cost than 
traditional classroom teaching. The cost to the 
U.S. economy of education’s failure to adopt 
these kinds of proven, on-the-shelf teaching 
technology on a large scale may be as much as 
$100 billion a year.

Continual attempts to inject technological 
innovation into American schools and colleges 
through subsidized experimental, pilot, and 
demonstration projects or top-down bureau­
cratic mandates have failed as thoroughly as 
similar initiatives in the Soviet state agricul­
tural system. In contrast, American agriculture 
has become the most productive in the world 
because adoption of technological innovation 
has been motivated by the competitive forces 
experienced by independent, market-driven 
enterprises.

The lesson in this is that the massive in­
crease in educational R&D the country desper­
ately needs will not pay off in actual, productive 
innovation in American schools without a solid 
dose of perestroika. That is, public schools will 
remain technologically backward until they are 
forced to compete to attract customers (stu­
dents) who control the revenues the schools 
earn. And colleges will continue to eschew 
efficient instructional technology until instruc­
tion is unshackled from the priority of faculty 
research, productivity takes precedence over 
selectivity, and institutions are made to com­
pete to generate real learning, not just elite 
credentials.
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On the other hand, the agenda of educa­
tional restructuring that has recently evolved 
from growing disillusion with conventional 
“reforms” will bear little fruit unless a vastly 
expanded share of education’s resources is 
committed to the research that is the wellspring 
of progress and productivity.

A solution to the R&D gap

To start closing the education industry’s 
yawning R&D gap, I propose the following 
major initiative that we can call the “Hundred- 
By-One Plan.” These are its main provisions:

1. Get every education and training institu­
tion, organization, and program in the 
United States to set aside at least 1% of its 
gross revenues for investment in research 
and development.

One percent of revenues for R&D is a 
painfully modest goal-only half the average 
R&D spending for U.S. businesses, and far less 
than is typical in high-tech industries-but it’s 
still at least ten times more than what education 
now spends. With education and training budgets 
commonly growing by 5-10% a year, it’s hard to 
imagine that any institution could plausibly 
argue that taking 1% of its budget away from 
current operations could cause serious dam­
age. Even greater R&D investment would be 
welcome, of course, but this minimal amount 
would get the ball rolling.

2. The goal of this new investment in educa­
tional innovation should be to achieve a 
100% increase (a doubling) in the produc­
tivity of U.S. education and training by a 
certain date, say, 1996 or 1998.

This is the meaning of a “Hundred (percent 
growth in productivity) By One (percent invest­

ment in R&D).” The specific goal is subject to 
discussion; as noted above, doubling teaching 
productivity is a rather modest goal that can be 
achieved with on-the-shelf technology, without 
any new invention. The important thing is to 
have a goal clearly defined in terms of the 
benefits of R&D, not just the amount spent on 
R&D. This will help remind institutions, poli­
cymakers, and taxpayers that dollars allocated 
to R&D are not a loss to the budget, but 
will be returned many times over in greater 
productivity.

3. These funds will be pooled in a common 
fund administered by a National Institute 
for Learning Technology. Contributors 
will be members of the Institute.

The main reasons for having a single Insti­
tute are administrative efficiency, and to achieve 
“critical mass” or economies of scale in re­
search projects. But the Institute need not and 
most likely will not be localized in one building 
or campus. Rather, most of its research opera­
tions would be highly decentralized. The Na­
tional Institute might well be formed most 
expeditiously as a network or consortium of 
individual state institutes. The specific form of 
organization and management will be deter­
mined by the Institute’s members and direc­
tors.

An important reason for having the institu­
tions put up the R&D money through the 1% 
setaside-rather than rely on subsidies or con­
tributions from others-is that it will increase 
their motivation to actually adopt innovations. 
Institutions that have invested their own money 
in research are likely to be more interested in 
actually using what they’ve paid for. One rea­
son that educational institutions have rarely 
adopted productive innovations demonstrated 
by research paid for by outsiders is that the 
institutions have nothing at stake.
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By the way, this proposal is not saying that 
all educational R&D would or should be con­
trolled by the National Institute. If individual 
states, or school districts, or institutions choose 
to invest another 5% or 10% or 20% of their 
budgets in R&D locally or through other con­
sortia, so much the better. The Institute is 
proposed to assure tha t-a t the least-there is a 
solid core and critical mass of R& D to serve the 
nation’s learning enterprise.

4. All “professional” staff of the contributing 
institutions will automatically become vot­
ing Associates of the Institute. Associates 
will elect the Directors, who will deter­
mine the priorities for investing the Insti­
tute’s funds in research and innovation.

Equal in importance to the financial owner­
ship of innovation is the psychological “owner­
ship” that comes with participating actively in 
the processes of discovery and invention. Thus, 
the “Associate” membership of education/ 
training professionals in the Institute is a cru­
cial part of the Plan. As we know from both the 
theory and practice of “sociotechnical systems 
design” (STS) in factory and office automation, 
the most productive technological innovations 
are those developed through the active engage­
ment of both customers and front-line produc­
tion workers-the primary consumers and pro­
ducers.

5. Contributing member institutions might 
be given some preference in the awarding 
of Institute grants and contracts, to en­
hance the benefit of membership.

Receiving research grants should not be­
come an entitlement of membership, or the 
whole benefit of critical mass in pooling funds 
would be lost. But, on the other hand, there 
needs to be some unique advantage of Institute 
membership to cope with the “freeloader”

problem inherent in all R&D programs-that 
is, that those who do not pay for R&D can get 
most or all of the benefits of research paid for 
by others.

One way to deal with freeloaders is to limit 
communication of research results to mem­
bers, rather than publishing them openly. But 
such inhibitions generally undermine the R&D 
process by reducing critical feedback and cur­
tailing potential applications.

Another possible solution to the freeloader 
problem, of course, would be for government to 
compel eligible institutions, by statute or regu­
lation, to set aside a share of their budgets to 
the R&D fund. But such an arrangement 
would risk aborting many of the benefits of 
voluntary association: flexibility, quick response, 
and freedom from political manipulation and 
bureaucratic red tape. Public and private 
educational institutions at least ought to have 
the opportunity to support a national R&D 
initiative voluntarily before mandates are con­
sidered. The experience of institutions such as 
the Electric Power Research Institute or the 
part of the old Bell Laboratories that now is 
known as Bellcore12 shows that voluntary, col­
laborative R&D organizations can be viable 
and productive.

6. Since K-12 staff would tend to outnumber 
higher education and training profession­
als among Institute Associates,13 some pro­
vision might be needed to assure a balance 
of investment among educational needs.

For instance, childhood education could be 
limited to no more than 50% of the total Insti­
tute budget. Some such limitation is desirable 
not only to attract non-school organizations 
and professionals but also because the nation’s 
education budget and policies currently are 
unconscionably neglectful of adult, lifelong,
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and non-school learning needs. The 40 million 
or so American adults who need basic educa­
tion generally get only about one dollar of 
investment for every thousand dollars spent on 
children’s education.

What kinds of research and development 
would the Institute carry out? The specific 
agenda would be defined by the board and 
members, but many of the key topics are easy to 
discern now. Basic research on how brains and 
artificial systems think and learn, and the appli­
cation of such research to the development of 
teaching and learning systems clearly are high 
priority subjects. Group learning processes 
and the interaction between human and nonhu­
man learning systems need more study.

Measurement is an unglamorous but abso­
lutely essential field that needs far more R&D 
investment if the learning enterprise is to be­
come as innovative and productive as other 
information industries. Indeed, at present we 
have only the vaguest idea what “productivity” 
in education and training means, much less 
what it is in particular settings. While the 
groundswell of public support for refocusing 
educational management on achieving con­
crete, practical outcomes is welcome, in truth 
we know painfully little about what specific 
learning outcomes are socially and economi­
cally useful, or how best to measure them. We 
even need better means to assess costs, as well 
as results, if “accountability” is going to be 
more than a hollow slogan.

We also need much better information about 
the scope and performance of the huge sector 
of our economy I call “the learning enterprise” 
to manage it effectively. Our current statistics 
about the formal education system of schools 
and colleges are remarkably shaky, simplistic, 
and misleading. And data about the even 
larger but less formal parts of the learning

enterprise-not only corporate and government 
training programs, but such diffuse yet prodi­
gious media as on-the-job learning, confer­
ences, advertising, reading, television, counsel­
ing, sports, religion, voluntary associations, and 
“simple” conversation-are either scant or 
nonexistent. Such research as we have indi­
cates that at least 90% and probably more than 
98% of human learning takes place outside 
classrooms and other formal “instructional” 
settings. A key reason the learning enterprise is 
such an inefficient market is that both produc­
ers and consumers are so badly informed about 
how it operates and what it offers.

Another critical category for the Institute’s 
research would be on the problems of implem­
entation and diffusion of advanced learning 
technologies. As noted above, the extreme 
technological backwardness of American edu­
cation stems less from a lack of fruitful technol­
ogy than from a stifling web of institutional 
barriers to the widespread adoption and use of 
the valuable technology that already exists. We 
urgently need a much more subtle and thor­
ough understanding of these barriers and how 
to eliminate them. We also need to learn a 
great deal about the kinds of organizational 
arrangements and incentives that can best ac­
celerate the flexible adoption of learning tech­
nology.

In particular, any R&D plan must recog­
nize that commercialization is a legitimate and 
in fact essential goal of the innovation process. 
No new technologies will be available to educa­
tors or students unless the tools can be sold for 
more than what they cost to produce. Grants, 
gifts, subsidies, and deep discounts will not lead 
to a technological revolution in education but 
only to another in a long series of dead ends. 
The Institute’s entire program must aim at 
getting products to be marketed both competi­
tively and profitably.
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The proposed Institute would represent the 
concerns of the deliverers and practitioners of 
educational services. Broadly, the Institute 
would focus on supporting basic research (on 
one end of the innovation spectrum) and on 
removing institutional barriers to technologi­
cal change (on the other end). This work 
should include commercialization of technol­
ogy as one of its ultimate objectives.

However, even though some members of 
the Institute will and should be for-profit or­
ganizations, the R&D mission of the Institute 
explicitly should not include the development

Innovation and productivity 
are lacking in American education 
for basically the same reasons 
they are scarce in Soviet agriculture: 
absence of competitive, market forces.

of particular commercial products. The simple 
reason is that everything we know about the 
history of the innovation process indicates that 
private, entrepreneurial organizations are the 
most prolific engines of successful product 
creation and diffusion.

If independent entrepreneurs are deemed 
too slow to introduce advanced learning prod­
ucts, an initiative parallel to the Institute might 
be considered to mobilize the producers and 
vendors of commercial educational products 
and services. This could be an “Educational 
Sematech”~a consortium linking vendors in a 
joint R&D venture. The consortium, like 
Sematech (a new collaboration of major U.S. 
semiconductor manufacturers), would pool 
R&D funds and staff contributed by member 
companies; it also could have a cooperative 
operating relationship with the Institute that 
might prove useful to accelerate the commer­

cial application of the Institute’s research. As a 
complement to the Institute’s mission, the 
consortium would focus (in the center of the 
innovation process) on the development of 
marketable products.

From concept to action

While creating such a National Institute 
might at first seem to be a job for the federal 
government, I would argue that it is unlikely 
and probably even undesirable that this be a 
federal initiative.

First, closing the R&D gap between educa­
tion and the rest of the economy means adding 
at least $4-8 billion to the current pool of 
educational R&D funds. While the federal 
government should contribute more than it 
currently does, it is simply not going to be able 
to provide anywhere near this kind of money.

The fact is education and training is mostly 
a state and local government function in the 
United States. It makes sense for the institu­
tions that are spending the most money in the 
education sector to provide the largest share of 
R&D investment. About 80% of the college 
enrollment and 90% of the K-12 enrollment 
are in public institutions, chiefly state and local. 
Not only do state and local governments pro­
vide over 90% of the public funding of educa­
tion in America, they both traditionally and 
constitutionally exercise most of the responsi­
bility for education policy. Since local govern­
ments are constitutionally only creatures of the 
state, for the purposes of this proposal, the 
states are where the action needs to be.

The states are also by and large more flex­
ible, adaptive, and innovative than the federal 
government. In fact, several state government 
officials with whom I’ve discussed this proposal

0020 9 6

r



No. I l l Hudson Institute Briefing Paper Page 11

already have expressed considerable interest in 
taking action on it.

One or a few states setting aside at least 1% 
of their education budgets for a state R&D 
fund would form a sufficient base to start build­
ing a national program. As suggested earlier, a 
multi-state consortium would be a highly plau­
sible way to organize the National Institute.

This is not to say that there is nothing the 
federal government can do to help close educa­
tion’s technology gap. Without getting into 
details here, the way the federal government 
now spends several hundred million dollars a 
year on educational research could be reorgan­
ized to achieve far more useful results. The 
President could use his “bully pulpit” to pro­
mote the action needed to bring the National 
Institute for Learning Technology to life. The 
federal government also could offer to add 
10% to members’ contributions to the Institute 
(a donation proportionate to the federal role in 
education).

Inevitably, the question will be asked: What 
is this initiative going to cost? The simplest and 
most accurate answer is: nothing.

The several billion dollar annual budget to 
be administered by the National Institute is not 
proposed as an addition to current education 
budgets but as a reallocation of existing funds 
to a more productive purpose. Because the ex­
plicit goal of the entire program is to greatly 
increase the productivity of the learning enter­
prise, the Institute’s funding will be repaid 
many times over by the hundreds of billions of 
taxpayer and consumer dollars that will be 
saved as a result of this investment. The real 
cost associated with education’s technology gap 
is the huge cost of continuing to do nothing to 
close it.

Another inevitable question is: Will the 
education community buy this proposal?

That remains to be seen. But profes­
sional educators should support it if they con­
sider where the success of this initiative would 
lead for them: to a learning enterprise with a 
much greater capital/labor ratio, employing a 
smaller number of highly skilled, highly pro­
ductive, highly compensated, and more au­
tonomous professionals employing an array of 
extremely powerful technical tools to provide 
better services to more people at lower cost.

In reality, many educators will not and, in 
fact, should not support this R&D proposal 
unless it is linked to the rest of the essential 
agenda for restructuring American education.

The key elements of that agenda are being 
defined by such forward-looking leaders as 
David Kearns, chairman of Xerox Corp., Al­
bert Shanker, president of the American Fed­
eration of Teachers, Joe Fernandez, Miami’s 
school superintendent, and Minnesota Gover­
nor Rudi Perpich.

The emerging agenda for educational per­
estroika includes: Empower educators to con­
trol the resources and operations of their own 
schools-what’s called “school based manage­
ment.” Give families and students the freedom 
to choose among public schools. Link funding 
to enrollment so that schools have to compete 
for revenues by attracting consumers.

For this kind of market-based system to 
work, we need realistic accounting for the re­
sults we want education to achieve, and mean­
ingful incentives for their attainment. This 
means, first, replacing current tests with valid 
measures of the knowledge and skills students 
really need for either employment or higher 
education.

0 0 2 0 9 7

•W
p'l

1*"



Hudson Institute Briefing Paper Page 12 October 16, 19M

The important incentives for students, as 
Shanker has argued, should be that acceptance 
in a job or a college would depend on the 
documented achievement of the competencies 
required for entry to either. For school staff, in 
addition to the incentives inherent in a market 
system, Shanker proposes to goad their com­
mitment to restructuring by arranging to award 
a sizable bonus-perhaps $15,000 to $30,000 
per person-every five years or so to the individ­
ual schools (in restructured districts) that achieve 
the greatest improvement in measured out­
comes.

While the latter restructuring measures focus 
on public schools, the same basic agenda ap­
plies to higher education and training pro­
grams: entrepreneurial management, choice, 
competition, competency-based instruction and 
employment, and rewards for performance. 
Adding the kind of R&D initiative proposed 
here to close the technology gap makes this a 
complete prescription for replacing an archaic 
education system with a 21st-century learning 
enterprise.
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omy is by now widely appreciated. For details see William Johnston and 
Arnold Packer, Workforce 2000 Work and Workers for the 21st Century

(Indianapolis: Hudson Institute, 1987) and Lewis J. Perelman, Zhc 
learning Enterprise: Adult Learning, Human Capital, and Economic 
Development (Washington. D.C.: Council of State Planning Agencies, 
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2For example, see David Kearns and Denis Doyle, Winning the 
Brain Race: A Bold Plan to Make Our Schools Competitive (San Fran­
cisco: ICS Press, 1988).

’ Henry Kelly, Technology and the American Economic Transition: 
Choices for the Future (Washington, D.C.: Office of Technology Assess­
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compared to companies on the magazine’s list. And the point of this 
paper is that educational organizations should be among the leaders in 
innovation. So the “Scoreboard" is a relevant yardstick of education’s 
R & D  gap

7Linda G. Roberts, Power On! New Tools for Teaching and 
Learning (Washington, D .C : Office of Technology Assessment, 1988).

*The O TA  Report (Roberts, 1988) estimated only one computer 
for every 30 students.

*The program was terminated this year by a new district superin­
tendent.

10For example, see “Computers in School: A  Loser0 O r a Lost 
Opportunity?" Business Week, 17 July 1989," and “Computers Make 
Siow Progress in Class," Science, 26 May 1989.

11 Douglas Ellson, “Improving Technology in Teaching,” Phi 
Delta Kappan, October 1986

>2Since the breakup of the telephone monopoly, Bellcore (Bell 
Communications Research) has been jointly supported by the Regional 
Bell Operating Companies. Bell Labs is now exclusively the R & D  
center for the A T & T  corporation.

*’ Roughly four times as many people are employed in elementary 
and secondary education as in higher education
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THE “ACANEMIA” DECEPTION

How the Myth that America “Lags” in Education Spending 
Threatens to Undermine National Competitiveness

by Lewis J. Perelman

[SUMMARY: America's academic bureauc­
racy, abetted by a recent report from the Eco­
nomic Policy Institute, is spreading the myth 
that U.S. schools are financially undernour­
ished compared to those o f other nations. The 
truth is just the opposite: U.S. spending on 
education is ‘‘unsurpassed'' (as President Bush 
has said). The “lag"in U.S. education is not in 
spending but in productivity: American schools 
actually are “shortchanging" the nation by 
wasting some $100 billion a year through 
sprawling bureaucracy and outmoded techno­
logy. Increasing budgets for obsolete schools 
will waste resources and delay the educational 
restructuring needed to compete in the 21st 
century economy.]

Statistics, Mark Twain observed, can be 
more deceptive than lies, or even “damned 
lies.” His judgment would not have been 
shaken by Shortchanging Education, a recent 
paper from the Economic Policy Institute 
which uses tortured statistics in an attempt to

discredit President Bush’s contention that 
the focus of education reform “must no longer 
be on resources; it must be on results”~the 
central conclusion of the “Education Sum­
mit’’ meeting last September that formed the 
basis for the national education goals jointly 
endorsed by the president and the governors 
this winter. To thwart the president’s initia­
tive, America’s academic bureaucracy has 
used the erroneous EPI report to bolster that 
lobby’s habitual argument that spending, not 
achievement, is the essential measure of 
educational progress.

The Briefing Paper by EPI analysts Edith 
Rasell and Lawrence Mishel, published in 
January 1990 by the Washington-based 
think tank, claimed to show that the United 
States trailed 13 other “industrial” countries 
in spending on elementary and secondary 
(grades K-12) education, contradicting the 
Bush administration’s assertion that U.S. 
education spending is “unsurpassed.” In an

Lewis J. Perelman is a Senior Research Fellow at Hudson Institute. He is co-director of Hudson’s Project Learning 2001, 
a program sponsored by eight U.S. corporations and foundations, aimed at devising strategies to restructure America’s 
education and training systems. A former senior scientist at the Jet Propulsion l aboratory and planning director for 
Holiday Corp., Dr. Perelman is the author of Technology and Transformation of Schools (National School Boards As­
sociation, 1987) and The Learning Enterprise (Council of State Planning Agencies, 1985). 002099

Herman Kahn ('.enter • l ’<> Box Zb-**!** • lndiana|x>,is. Indiana 4622b • JI7-M5 ltMM)



2

explicit pitch to add at least $20 billion per 
year toU.S. K-12 spending, Raselland Mishel 
concluded that, “Given the [inferior] level of 
investment in our pre-primary, primary, and 
secondary schools, it is not surprising that we 
are slipping behind in comparative measures 
of performance as well.”

The truth about the current problems and 
needs of the American education system is 
mostly the opposite of what EFI claims and 
the academic lobby wants the public to be­
lieve:

•  U.S. spending on education, as a whole 
and on K-12, is virtually “unsurpassed”; 
no major nation spends more per pupil— 
the only meaningful measure for such 
comparisons.

•  This is not good news. Even if other 
nations were outspending the United 
States on schooling, this is a contest we 
should endeavor to lose-since the “win­
ners” are racing toward bankruptcy.

•  Poor productivity, not inadequate spend­
ing, is the central failure of national edu­
cation and training systems-not only in 
the United States but in the rest of the 
world as well. The productivity of the 
economy's education sector trails far 
behind that of any other major industry, 
and is declining.

•  Technology exists that can at least double 
the productivity of teaching; adequate in­
vestment to develop better teaching and 
learning technology could achieve even 
greater efficiency. Yet American schools 
and colleges invest virtually nothing in 
using or developing such technology. As 
a result, some $ 100 billion of U.S. educa-

tion spending is lost annually to wasteful 
bureaucracy and archaic technology.

•  Looking only at K-12 while ignoring higher 
education and other segments of the na­
tional learning enterprise-as EPI does- 
is a too-common error that paints a dis­
torted picture of both the strengths and 
deficiencies of the American system and 
subverts our human capital policies.

•  Beyond academic goals, the nation needs 
a concrete strategy for restructuring its 
learning enterprise, aimed at enabling 
more people to achieve more learning at 
less cost.

A technological transformation of teach­
ing and learning is now both possible and 
essential for any nation that aspires to leader­
ship in the 21st century’s “economy of mind.” 
Such a technological revolution can occur 
only as part of a comprehensive restructuring 
of the organization, management, staff, and 
practices of national education and training 
systems.

More spending on “more of the same” 
education will only distract effort from the 
structural changes needed to achieve more 
learning at less cost-restructuring education 
does not require bigger budgets but different 
budget priorities. In the absence of such 
fundamental redirection, spending more on 
obsolete, inefficient schools and colleges will 
waste resources a debtor nation can ill afford 
to squander, weakening the U.S. economy 
and undermining the nation’s global com­
petitiveness.

Altogether, America probably has the best 
education and training system in the world. 
The central problem is not that one country’s

Hudtofl Institute Briefing Paper No. 120
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( ) schools are better than another’s, but that 
traditional academic systems-in other na­
tions as well as the United States--are woe­
fully inadequate to meet the challenges of a 
knowledge-age economy.

America is not shortchanging education. 
Education is shortchanging America.

WHY EPI IS WRONG

Although the EPI paper was immediately 
shown to be erroneous and deceptive by other 
analysts,1 its faulty findings nevertheless have 
been widely reported as “fact” by the press, 
and are being continually repeated by aca­
demic lobby PR. Because the EPI report has 
been used so effectively by the academic 
bureaucracy to perpetuate the myth that U.S. 
education is underfunded-and because this 
“spend-more” campaign threatens once again 
to stymie the fundamental changes needed in 
the nation’s education systems-the EPI study’s 
errors urgently need public exposure.

The explicit objective of the Rasell and 
Mishel paper is to discredit the contention of 
the Bush administration and many of the 
nation’s governors and business leaders that 
America’s comparative weakness in educa­
tional achievement cannot be attributed to a 
lack of investment, since the United States 
spends more on educating its students than 
just about any other country on earth. Yet the 
EPI analysis fails to disprove what is, in fact, 
the truth.

As Exhibit 1 shows, in the most accurate 
assessment of pre-K through secondary edu­
cation expenditures per student among in­
dustrial (OECD) nations, the United States 
ranks near the top of the list, second only to 
Switzerland? And Switzerland, a nation about

the size of New Jersey, is hardly a relevant 
model for the United States? Adding more 
countries would still leave America near the 
top. By any practical standard, U.S. spending 
on its students is “unsurpassed.”

Erroneous measures. EPI’s Rasell and 
Mishel have attempted to obscure this real- 
ity-with all too great success-by deflecting 
attention to the meaningless comparison of

Exhibit I
INSTRUCTIONAL EXPENDITURES 

PER STUDENT*
(Pre-K through Grade 12)

Switzerland .......$3,683 ...... ....  1985
United S tates.......3 3 1 0 ...... .... 1985
Sweden.................3 ,214...... .... 1985
C anada.................3 ,192...... .... 1985
Denmark ............. 3,089 .... .... 1986
Norway.................2,900 ...... .... 1985
Luxembourg......... 2,596 ......... 1983
Austria .................  2,497 ......... 1985
West Germany .... 2,253 ......... 1985
Belgium ...............  2,234 ......... 1985
France...................  1,996 ......... 1984
Australia...............  1,995 ......... 1985
United Kingdom .. 1,897 ......... 1984
Netherlands.........  1,860..... .... 1984
Japan..................... 1,805 ..... .... 1985
New Z ealand.......  1,262 ..... .... 1985
Italy....................... 1,249 ..... .... 1983
Ireland ................. 1,108....... .... 1984
Portugal ...................9 1 1 ...... .... 1985
Spain.........................598 ...... .... 1979
Greece .....................5 1 4 ...... .... 1984
Turkey.......................2 4 1 ...... .... 1985

•Based on OECD 1985 Purchasing Power Parities 
(PPP) Index.
Source: U.S. Department of Education
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Exhibit la
INSTRUCTIONAL EXPENDITURES PER STUDENT* 

(Pre-K Through Grade 12)

Switzerland 
United States 

Sweden 
Canada 

Denmark 
Norway 

Luxembourg 
Austria 

West Germany 
Belgium 

France 
Australia 

United Kingdom
Netherlands 

Japan 
New Zealand 

Italy 
Ireland 

Portugal 
Spain 

Greece 
Turkey ■ ■  241

0
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3683
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2253
2234

■  1805

1996 
■  1995 
1897 

I860

598 
514

500

25% 
2497

3310 
3214 

I 3192
■  3089

2900

1262 
1249 

1108

1000 15(H) 20(H) 25(H) 30(H) 35(H)

$

* Based on OECD 1985 Purchasing Power Parities (PPP) Index. Source: U.S. Department of Education

national education expenditures as a share of 
gross domestic product (that is, national in­
come), as shown in Exhibit 2.

Since even these data have the U.S. ranked 
near the top (second) when total national 
education spending is included, Rasell and 
Mishel insist on not counting the sizable U.S. 
investment in higher education, and then use 
further statistical “adjustments,” in order to 
make America’s apparent ranking fall close 
to the bottom of the 16 nations EPI chose to

study. This is the main statistical concoction 
that underpins EPI’s proclamation that “U.S. 
Spending on Education Lags Behind that of 
Most Other Industrial Nations.”4

But spending on education as a share of 
national GDP has no meaning as a measure 
of either the magnitude or the value of in­
vestments in education. As the Education 
Department points out, by this spurious 
standard Mississippi presumably has a 
greater commitment to educational invest-

0 0 2 1 0 2
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Exhibit 2
EPI COMPARISON OF EDUCATION EXPENDITURES/GDP (1985)

Share and Rank
(1)

K-12 and Higher Education
(2)

K-12 Only
(3)

Adjusted* K-12

United States 6.8% 2 4.1% 12 4.1% 14
Australia 5.5 12 3.7 15 3.9 15
Austria 5.8 11 4.7 7 5.9 2
Belgium 6.1 7 4.9 5 4.9 5
Canada 6.8 2 4.7 7 4.7 8
Denmark 6.0 8 4.5 10 4.8 6
France(84) 5.9 10 5.1 3 4.6 9
F. R. Germany 4.6 16 3.5 16 4.6 9
Ireland (84) 6.0 8 5.0 4 3.8 16
Italy (83) 4.8 15 4.1 12 4.2 13
Japan 6.5 5 4.8 6 4.8 6
Netherlands (84) 6.8 2 4.7 7 4.5 11
Norway 6.3 6 5.4 2 5.3 4
Sweden 7.6 1 6.3 1 7.0 1
Switzerland 5.1 14 4.2 11 5.8 3
United Kingdom 5.2 13 3.9 14 4.5 11

Non-U.S. Average 5.8 4.5 4.6

* Adjusted for 1985 U.S. K-12 enrollment rate Source: Economic Policy Institute

ment than does Minnesota: In 1986, Missis­
sippi spent 3.9% of its gross state product on 
K-12 education, compared to a 3.7% share 
for Minnesota.

In contrast, the Education Department 
notes that Minnesota’s investment in K-12 
education is larger than Mississippi’s when 
measured by the more valid statistical indica­
tor of state investment, expenditure per pu­
pil: In that year, Minnesota spent $4,180 per 
pupil against Mississippi’s $2,350 per pupil.

But the higher cost of living in Minnesota 
inflates this apparent difference in expendi­
tures to some extent. In any case, the differ­
ence in school spending has little to do with 
the substantial difference in academic per­
formance between the two states (see Exhibit 
5 and discussion on page 11).

Meaningless effort. The crux of the failure 
of EPI’s argument lies in Rasell and Mishel’s 
assertion that the share of national income 
allocated to education (or anything else) is “a

0 0 2 1 0 3
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measure of national effort,” along with their 
tacit implication that such “national effort” is 
identical to national virtue. Both assump­
tions are false.

First, the share of income a nation, or a 
community, or even a person devotes to 
education or any other purpose is not a measure 
of comparative “effort” but mainly is just an 
indicator of individual circumstances, nota­
bly wealth. If such a statistic has any meaning, 
it is opposite to what Rasell and Mishel infer.

Spending more on obsolete, 
inefficient schools and colleges 
will weaken the U.S. economy
and undermine the nation's 

competitiveness.

Thus, wealthy nations or individuals are 
likely to spend a smaller share of their income 
on “necessities” such as education, or food, 
or shelter than poor ones do-not because the 
rich view any of these things as less important 
hut simply because they have more income 
for other, “discretionary” spending. A doctor 
friend of mine who lives in a million-dollar 
house spends a smaller portion of his income 
on housing than I do, living in my rented 
apartment. The difference stems not from 
any variation in our “commitment” to shelter 
hut from our disparate financial circumstances.

As the Education Department staff note, 
Americans spend only about a tenth of their 
income on food, while the people of India 
spend roughly half of their income on feeding 
themselves. This patently does not mean-as 
EPFs way of estimating would imply-that 
Americans are hungrier than Indians, or that 
Indians are more “committed” to either agri­

culture or nutrition than are Americans. If 
anything, the truth is just the opposite.

Similarly, the fact that the United States 
spends a larger share of both its national 
income and its government appropriations 
on defense than does Japan or the Federal 
Republic of Germany reflects particular his­
torical and geopolitical circumstances. This 
difference does not mean that Americans 
value health, or education, or art less than 
these other peoples do. Nor does it mean that 
the American culture is inherently more bel­
licose than that of Japan or Germany. Again, 
if anything, the truth is just the opposite.

For EPI’s equation of spend ing-as-a-share- 
of-income with “measure of effort” to be 
valid, everything else among the parties being 
compared would have to be equal. But among 
nations all other things never are equal, nor 
should we hope them to be.

Measuring spending per pupil. Rase 11 and 
Mishel attempt to justify using their own 
misleading measure of education investment 
-instead of the obvious and common meas­
ure, spending per pupil-by arguing that the 
latter is unreliable, because its relative value 
varies with fluctuating currency exchange 
rates. But these currency changes are easily 
accounted for by using the Purchasing Power 
Parity (PPP) index which allows expenditures 
in different countries to be compared consis­
tently. The Education Department used the 
PPP to adjust the data in Exhibit 1 for cur­
rency variations.

Instead, Rasell and Mishel manufacture 
their own measure of education expenditures 
per pupil as a percent of per capita income. 
But this is just a convoluted and misleading 
way of restating expenditures as a share of

2 1 0 4
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income. In fact, the data in Exhibit 3 incorpo­
rate the EPI data of Exhibit 2 and share the 
same flaws and distortions.

Ignoring productivity. An even more im­
portant flaw in EPI’s purported “measure of 
effort” than its failure to account for differ­
ences in wealth and culture is that it ignores 
crucial differences in the productivity of ex­
penditures made for the same purpose, which 
depends in turn on the technology and or­
ganization available to serve that purpose.

Thus, in the above agricultural example, 
India puts more “effort” into feeding itself

Exhibit 3
EPI COMPARISON OF K-12 

EXPENDITURES PER STUDENT 
AS % OF PER CAPITA INCOME (1985)

—

United S ta te s ........ ... 20.8% ...
rank

....  14

A ustralia................ ... 19.5...... ....  15
A ustria.................... ... 29.7...... ......  2
Belgium.................. ... 25.0...... ...... 5
Canada .................. ... 24.0...... ...... 8
D enm ark................ ... 24.5...... ...... 6
France (84)............ ... 23.2...... .... 10
F.R. Germany ...... ... 23.5...... ...... 9
Ireland (84)............ ... 19.4...... .... 16
Italy (8 3 ) ................ ... 21.1...... .... 13
Japan ...................... ... 24.1...... ...... 7
Netherlands (84) ...... 23.0...... .... 11
Norway .................. ... 27.1...... ...... 4
Sweden .................. ... 35.3............. 1
Switzerland............ ... 29.6...... ...... 3
United Kingdom (84) 22.8........... 12

Non-U.S. Average •••• 23.5

. Source: Economic Policy Institute—

than does the United States in important part 
because India’s agricultural production and 
distribution technology is far less efficient 
than America’s technology-food in India is 
more expensive than food in the United States.

This last failure is the one that particu­
larly makes the popular acceptance of EPI’s 
erroneous education “spending lag” not merely 
distracting bu t-to  the extent it influences 
education policy-downright subversive to the 
nation’s hopes for economic development 
and competitive leadership.

The central truths obscured by EPI’s sta­
tistical smokescreen are that (1) better aca­
demic results do not require spending more 
on education, and (2) spending more on 
education is at least as likely to cause eco­
nomic decline as to reverse it.

Even among U.S. states, it is evident that 
gross spending on education does not predict 
academic achievement. South Dakota, for 
instance, ranks near the bottom (43rd) among 
states on spending per student, and dead last 
in average teacher salary. Yet the state’s 
student test scores rank in the top five.5

It is true that, in international compari­
sons of standardized tests, U.S. students score 
lower than those in several of the “industrial” 
countries that Rasell and Mishel list that-by 
EPI’s calculation-seem to spend more on K- 
12 education. But Rasell and Mishel actually 
selected countries for their list that supported 
their case for more education spending and 
left out countries that would disprove their 
argument.

Notably, EPI excluded from its table newly 
industrialized or industrializing countries such 
as Korea or Spain that spend less on educa-

0 0 2 1 0 5
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Exhibit 4
EDUCATIONAL SPENDING/GDP AND ACHIEVEMENT COMPARED TO U.S.

Total K-12* 
Spending (percent)

Adjusted K-12* 
Spending (percent)

Mathematics
IAEP**

Science
IAEP**

South Korea 4.0 3.1 + 93.9 + 71.4

Spain 2.7 2.6 + 37.8 + 25.4

United Kingdom 3.9 4.5 + 36.0 + 41.0

Ireland 5.0 3.8 + 30.4 - 9.2

United States 4.1 4.1 (473.9) (478.5)

♦Total and “Adjusted” K-12 spending is from EPI data for U.K., Ireland, U.S.; Total K-12 data for S. Korea and Spain 
are from same source EPI uses; “Adjusted” K-12 spending for S. Korea and Spain is computed using EPI’s method. 
Spending data are for 1985.

♦•International Assessment of Educational Progress (1988) measured mathematics and science proficiency of 13- 
year-old children in five countries and five Canadian provinces (not shown here). Scores range on a scale from 300 
to 700. This table shows difference between scores for other nations and those for the United States (in parentheses).

Sources: UNESCO Statistical Yearbook 1988; A.E. Lapointe, NA. Mead, and G.W. Phillips,/I World of Differences: 
An International Assessment o f Mathematics and Science, Report No. 19-CAEP-01 (Princeton, NJ: Educational 
Testing Service, 1989).

tion than either the United States or other 
“industrial” countries but whose students score 
higher on international tests, as shown in 
Exhibit 4.

Extravagant expenditures on education 
may be not only irrelevant to academic achieve­
ment but may be actually harmful to eco­
nomic health. Rasell and Mishel urge the 
United States to add tens of billions of dollars 
to its already lavish education bill to catch up 
with the other “industrial” nations they claim 
lead us. But the “winner” in EPI’s “school 
wars” spending race is Sweden, whose eco­
nomic malaise recently precipitated the fall 
of its socialist government.

Undoubtedly, if U.S. taxpayers choose to 
increase the 36% of their income going to 
taxes to Sweden’s more “advanced” 50% of

income going to taxes, this country can elimi­
nate its “lag” in education spending, and 
catch up to Sweden on the road to economic 
decay. The same UNESCO data EPI used 
show that Bulgaria-another country EPI 
omitted from its analysis-spent the same 
generous share of its national income on 
education as Sweden...until Bulgaria’s Com­
munist regime collapsed.

Ideological bias. EPI’s central “findings” 
result not from objective analysis but from 
ideological preconceptions. Some of the EPI 
paper’s celebrated conclusions have no con­
nection with the data the paper presented.

For instance, Rasell asserts that “Because 
the United States is a huge continental nation 
with a decentralized school system...we could 
expect education expenses to be higher than

0 0 2 1 0 6
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in a smaller, more homogeneous nation.”6 If 
centralized, national systems were inherently 
more efficient than decentralized ones, as 
Rasell assumes, Eastern Europe should be an 
economic powerhouse instead of the basket 
case it is.

Rasell’s faith in the efficiency of central­
ization runs counter to current management 
theory and vast practical experience, in 
education as well as in the economy as a 
whole. Peter Drucker has argued that the 
lack of a national education ministry, and 
the decentralized, open, and flexible struc­
ture of U.S. education are among America’s 
greatest competitive advantages in the world 
economy.7

There is somewhat more to be said for 
Rasell’s argument that because the United 
States has more immigrants and more chil­
dren in poverty than some other nations, “we

[Sweden's] ultra high taxes, slumping investment, 
lugging growth and eroding productivity have 
been undermining the Swedish economy for 
decades. . . . I t  was becoming clear nearly a year 
ago that the government was headed for disaster. 
Surging inflation and strikes caused panic in 
Stockholm, which earlier this month proposed a 
two-year ban on strikes, and a freeze on wages, 
prices, dividends, rents and local income taxes. 
Last Thursday the plan went up in flames and 
with it Ingvar Carlsson’s minority govemmenL . . .  
The reality o f today's Sweden is the lingering 
myth of a cradle-to-ggave Welfare Paradise.
The myth is based on an enormous system of 
subsidies—from food consumption to having 
children and even reaching old age. Savings are 
nonexistent and investments are flowing abroad. 
That the gravy tram is sputtering can be seen in 
the degradation o f services, particularly medical 
care, and increasing poverty.
-  “Welfare Paradise Lost,” The Wall Street 
Journal, February 22, 1990

have to invest more money in compensatory 
education...just to achieve the same level of 
performance.”’ The primary flaw in this 
argument-typical of the entire EPI paper-is 
that it confuses spending with results.

If some children in America need special 
educational services to compensate for disad­
vantages and to avail those children an equal 
opportunity for learning and growth, those 
services certainly should be provided. But 
Rasell presents no evidence, and there is no 
reason to casually assume, that compensatory 
educational services necessarily must be more 
costly than other educational services.

And to the extent that compensatory 
education may prove more expensive than 
average, services to the disadvantaged will be 
more effectively financed by reallocating 
resources from wasteful or less urgent educa­
tional uses than by simply increasing expendi­
tures. In fact, no studies have shown any 
sustained benefit from the billions of dollars 
spent on the major national program for 
compensatory education, Chapter I of the 
federal Elementary and Secondary Educa­
tion Act.’ And research recently reported by 
Stanley Pogrow of the University of Arizona 
concluded that money spent on Chapter I 
programs actually has the effect of inhibiting 
at-risk children’s ability to learn?0

There is no reason to assume-and sub­
stantial evidence to doubt-that spending more 
on education will help the disadvantaged. 
Actually, many of America’s poorest, most 
disadvantaged, and least academically profi­
cient students reside in school districts whose 
spending per pupil is well above average. The 
District of Columbia, for example, spent over 
$5,700 on each public school student in 1987 
-much more than the national average of

0 0 2 1 0 7
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roughly $4,000, and more even than its neigh­
bors in Maryland ($4,400) and Virginia 
($3,800). Nevertheless, DC’s students lead in 
dropouts and trail in test scores and other 
measures of academic performance."

Much of the extra spending on “educa­
tion” in places like Washington and New 
York simply adds to bloated school bureauc- 
racies,2-o r is siphoned off by outright corrup- 
tion-rather than nurturing the minds and 
talents of needy children.

THE REAL PROBLEM: PRODUCTIVITY

The critical education problem facing the 
United States and other nations is that educa­
tion costs too much and delivers too little of 
the kinds of learning needed by the modern 
economy. The attempt to solve education’s 
productivity problem by buying even more of 
the same academic education is like trying to 
cure alcoholism by subsidizing the price of 
bourbon.

The central fact EPI obscures is that the 
cost of educating American students has been 
growing steadily and extravagantly. Since the 
1950s U.S. real spending (constant dollars) 
for each K-12 pupil has quadrupled. (Even 
EPI’s unorthodox calculations show real 
spending growth since 1949 of over 71%.13)

The United States today is spending over 
$40 billion more each year on K-12 education 
than it was at the beginning of the 1980s. 
Over the last decade, K-12 spending grew 
nearly 30% after adjusting for inflation.

Public education’s critics charge that the 
quality of education has deteriorated over 
the last generation or two. Even supporters 
who claim the schools are improved are hard-

pressed to argue that academic progress has 
been at all comparable to the vast growth in 
cost.

It’s true, for instance, that American schools 
serve a broader population than they did a 
half-century ago: In 1940, only one out of five 
U.S. students graduated high school, while 
around three-fourths do today. But in the

The central truths are 
(1) better academic results do not 

require spending more on education 
and (2) more spending is likely 

to cause economic decline 
-not reverse it.

urban ghettoes where America’s most disad­
vantaged students are concentrated, the high­
school graduation rate is only about 50%.

And the value of public education, both 
academically and economically, is clearly less 
than it once was. For instance, about 25% of 
American high school graduates exhibit no 
more than an eighth-grade level of literacy- 
they have high school diplomas but lack high 
school knowledge.

Moreover, a key lesson from Hudson 
Institute’s Workforce 2000 study14 is that the 
majority of U.S. high school graduates today 
are less prepared for work (and maybe even 
for life) than most school dropouts in our 
parents’ day-because the world has changed 
much faster than the schools have. In particu­
lar, Hudson Institute’s research found that 
the majority of new U.S. jobs in the 1990s and 
beyond will demand knowledge and skills 
exceeding those of even a proficient high 
school graduate. Increasingly, most workers 
will need substantial-and continuing—
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postsecondary education and training simply 
to be employable.

This is a radical change from two or even 
one generation ago when a large number of 
intellectually unskilled but well-paid craft jobs 
in manufacturing, mining, and agriculture gave 
many school dropouts a good opportunity to 
labor their way into the middle class. Now, 
the Hudson Institute study finds that the fast­
est-disappearing jobs are those that require 
the lowest entry skills and the least continu­
ing education. Even if schools were perform­
ing as well as they used to, the economic value 
of their traditional performance would be 
declining because of the shifting demands of 
a knowledge-age economy.

More spending means less productivity. An 
exhaustive review of two decades of educa­
tional research by Eric Hanushek of the

University of Rochester yielded the “star­
tlingly consistent’’ result that there is no sys­
tematic relationship between variations in 
school expenditures and variations in school 
performance. Moreover, as Exhibit 5 shows, 
Hanushek found little or no evidence of 
improved student learning resulting from the 
ways increased K-12 funding typically has 
been spent in pursuit of “excellence”: smaller 
classes, higher teacher pay, more teacher 
training, bigger and better school buildings, 
and so forth.15

A study by Deborah Inman at New York 
University shows that while total state spend­
ing on K-12 education grew by about a third 
from 1983 to 1987, less than 2% of that 
sum was allocated to any kind of “reform.”16 
Her study further indicated that the majority 
of these limited “reform” investments-which 
still totalled some $6 billion-went to the

Exhibit 5
IMPACT OF EDUCATION INPUTS ON STUDENT PERFORMANCE

Number of 
Studies

% No
Impact

% Positive 
Impact

% Negative
Impact

Expenditures/pupil 65 75.4 20.0 4.6

Teacher/pupil ratio 152 82.2 9.2 8.6

Teacher education 113 88.5 7.0 4.5

Teacher experience 140 64.4 28.5 7.1

Teacher salary 69 78.3 15.9 5.8

Administrative inputs 61 86.9 11.5 1.6

Facilities 74 83.8 9.5 6.7

Source: Hanushek (1989); adapted from The Washington Times, 6 April 1989.c
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“more-of-the-same” kinds of measures Ha- 
nushek’s research finds fruitless, rather than 
to any genuinely new, innovative, or more 
productive approach to meeting America’s 
educational needs.

EPI’s Rasell and Mishel call for increas­
ing U.S. K-12 spending by at least $20 billion 
a year. Yet the $40 billion the United States 
added to its annual K-12 expenditures during 
the 1980s resulted in only minor academic 
improvement, as measured by the usual tests. 
And the Secretary of Education has lamented 
publicly that for the last three years or more 
educational progress has been almost nonex­
istent.

The spend-more policy EPI advocates- 
which mainly has been directed at the federal 
government-would not only fail to strengthen 
America’s human capital but would make the 
country and its children poorer. The interest 
payment on the debt that will burden Amer­

ica’s children for the remainder of their work­
ing lives is now a budget item nearly ten times 
the budget of the federal Education Depart­
ment and is about equal to the total amount 
spent on K-12 education by federal, state, and 
local governments. For every dollar added to 
public spending for education “reform” in 
the 1980s, unrestrained government deficits 
swelled the U.S. public debt by roughly $100. 
The growing debt burden is making the next 
American generation poorer faster than more 
education spending plausibly could make it 
richer.17

The technology gap. At the heart of educa­
tion’s lethal spiral of poor and declining pro­
ductivity lies not a shortage of spending by 
government but a gross lack of investment in 
technology and innovation by educational 
institutions. The roots of morbid inefficiency 
are revealed by a handful of the education 
industry’s vital statistics (summarized in 
Exhibits 6 and 6a):

Exhibit 6
U.S. EDUCATION’S PRODUCTIVITY/TECHNOLOGY GAP

EDUCATION Average Business High-Tech Business

Labor Cost
Output

93% 54% 46%

Capital Investment
Employee

$1,000 $50,000 $300,000

R&D Investment
Revenue

<0.1% 2% 7-20%

R&D Investment
Employee

<$50 $5,000 $30,000-50,000

Sources: Office of Technology Assessment; Business Week. See L. Perelman, “Closing Education’s Technology Gap,” 
Briefing Paper No. I l l  (Indianapolis: Hudson Institute, November 1989)
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•  Education is tied as America’s most la­
bor-intensive industry, with labor costs 
representing 93% of output, compared 
with 54% for the average business and 
only 42% in the high-tech telecommuni­
cations industry.

•  Education has the lowest level of capital 
investment (i.e., buying technology) of 
any major economic sector, providing only 
about $1,000 of capital for each worker, 
compared with an average of $50,000 of 
capital invested per job in the U.S. econ­
omy and investments of several hundred 
thousand dollars per employee in some 
high-technology businesses.

•  The investment in research and develop­
ment that is the wellspring of growth and 
competitiveness in every other business is 
almost nonexistent in the education sec­
tor. The average U.S. business spends 2% 
of its revenues on R&D; in many high- 
tech businesses investments of 7% to 20% 
or more of revenues in R&D are com­
mon. Yet the education industry invests 
less than 0.1% of its revenues in research 
and innovation. R&D investment per 
employee—a key factor of competitive 
advantage-is less than $50 a year in edu­
cation, compared with $5,000 in a typical 
business and $20,000 to $40,000 or more 
in a high-tech business such as computer 
software.

But it’s the productivity of students, not 
paid staff, that is really essential in the educa­
tion business. When “worker” is equated 
with student rather than employee, educa­
tion’s already meager investment in research 
and technology charted above is at least ten 
times less: not even five dollars a year for 
research and only about a hundred dollars 
of capital investment per worker.1*

To gauge the extent to which education 
has shortchanged innovation, consider that 
the Gillette Company’s new, high-tech razor 
blade cost some $200 million in R&D invest­
ment over 13 years to create. Gillette, a 
company whose annual revenues of more 
than $3.5 billion are less than the education 
budgets of three-fourths of the U.S. states, 
thus spent more to invent a better shave than 
all the states combined spent during the same 
period to develop a better technology for 
teaching and learning than the 1,000-year-old 
“Yak in the Box” (the lecturing classroom 
professor).

As a result of the prolonged, near-perfect 
resistance of academia to the research and 
innovation that fuel the advance of produc­
tivity, a yawning gap is growing between the 
technology of the school and the technology 
of the “real” world. Had educational tech­
nology advanced at the same pace as com­
puter technology over the last half century, 
the high school diploma that still takes a 
dozen years at an average cost of $60,000 to 
complete could be “produced” in less than 
five minutes for less than a nickel. While 
human factors still limit such instant learning, 
the fact remains that schools and colleges are 
almost totally isolated from the information 
revolution that is so explosively transforming 
every other venue of human affairs.

The fault for this festering obsolescence 
lies not in any shortage of tax and tuition 
revenue, but is rooted entirely in the priori­
ties of an academic establishment that has 
habitually replaced innovation with supplica­
tion.

If there is good news in this dismal situ­
ation, it is that-quite to the contrary of EPI’s 
message-the United States docs not “lag” 
behind other nations in closing education’s
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Exhibit 6a
U.S. EDUCATION’S PRODUCTIVITY/TECHNOLOGY GAP

1. LABOR COST /  OUTPUT
Education

Labor = 93%

Average Business

Labor = 54%

High-Tech Business

Labor = 46%

2. CAPITAL INVESTM ENT/ EMPLOYEE ($)

High-Tech Business
300000

50000Average Business

Education ,,HM)

50000 100000 150000 200000 250000 300000

3. R&D INVESTMENT /  EMPLOYEE ($)

High-Tech Business 30000-

50000

Average Business 5000

Education 50

•  M M  14

002 1 1 2
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disastrous technology gap. While specific 
data on national investments in educational 
R&D are scarce, the available information, 
shown in Exhibit 7, suggests that academia 
is as resistant to innovation and productivity 
in other nations as in the United States. So 
America is not yet losing the race to trans­
form educational technology to match an 
information-age economy-but only because 
the other guys have not yet showed up.

THE SEGMENTATION FALLACY

Another critical flaw in EPI’s analysis is 
its insistence on focusing exclusively on U.S. 
expenditures on the K-12 segment of educa­
tion, to the exclusion of higher education and 
other “lifelong” learning investments. In 
fairness, EPI is not alone in this crucial error, 
which commonly subverts American thinking 
about education and training policy.

Because even Rasell and Mishel concede 
that total U.S. education spending is unex­
celled, the whole presentation of EPI’s analy­
sis rests on their assertion that “the U.S. crisis 
is not in higher education but in K-12.” But 
this claim is simply false.

The strengths and weaknesses of the 
American learning enterprise cannot mean­
ingfully be isolated in any one segment of a 
diverse and highly integrated system that is 
unique in the world. Arbitrary segments such 
as pre-school, elementary, secondary, higher, 
vocational, adult, formal, and nonformal edu­
cation or training bear only limited resem­
blance to the ecological reality of this com­
plex enterprise. And such categories of the 
U.S. learning system are no more than partly 
comparable to their counterparts in other 
countries.

Exhibit 7
INVESTMENT IN EDUCATIONAL R&D

AS SHARE OF TOTAL NATIONAL EDUCATION SPENDING
(1986 - Local Currency)

Country* Educational R&D 
Spending (x 000)

Total Educational 
Spending (x 000 000)

R&D/Education
(percent)

F. R. Ger
Greece
Ireland
Italy
Netherlan 
Portugal 
United Ki

many

ids

ngdom

174,280
78,340

1,968
9,890,000

24,870
3,800

34,399

86,326 
(’85) 142,315

1,143 
35,442,000 

(’85) 28,298
181,029
19,042

0.202
0.055
0.172
0.028
0.088
0.002
0.181

•These are

Sources: EU 
Education ir 
Yearbook 19

the only EEC countries reporting “education" as a subset of R&D expenditures.

ROSTAT, Government Financingof Research and Development 7980-79£7 (Luxembourg, 1989); OECD, 
OECD Countries 1986-87 (Paris, 1989); total educational spending for Italy from UNESCO, Statistical 

88.
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“K-12” education outside schools. To cite 
one example of how this kind of segmentation 
error contaminates EPI’s analysis: By ignor­
ing the role of postsecondary institutions in 
providing “basic” education, EPI understates 
U.S. total investment in “elementary and 
secondary” education for people, as opposed 
to just kids.

The fact is that American postsecondary 
institutions (especially community colleges) 
provide extensive “compensatory” education 
(equivalent to K-12 curricula): 25% of U.S.

The fault for education’s festering 
obsolescence lies not in any 

shortage of tax and tuition revenue, 
but is rooted entirely in the priorities 

of an academic establishment 
that has habitually replaced 
innovation with supplication.

college freshmen take “remedial” (i.e., high 
school or less) math courses, 21% take re­
medial writing courses, and 16% take reme­
dial reading courses.19 With about half of all 
U.S. high school graduates going on to some 
kind of college, it’s clear that a substantial 
amount of American “secondary” education 
is being delivered in “postsecondary” institu­
tions.

A growing number of Americans are get­
ting their basic (K-12) education neither in 
schools nor colleges, but in the workplace. A 
recent survey of 200 major U.S. corporations 
disclosed that 22% teach employees reading, 
41% teach writing, and 31% teach computa­
tion. The American Society for Training and 
Development projects that 93% of the na­
tion’s biggest companies will be teachingtheir 
workers the “three R’s” within the next three 
years.30

Immigrants. Rasell correctly notes that 
the much larger number of immigrants in the 
United States than in most other countries 
should have an important impact on the na­
tion’s education system. But EPI’s narrow 
focus on K-12 spending misconstrues that 
impact.

U.S. immigrants are predominantly adults, 
not children: 61% of immigrants are age 16- 
44, compared to 48% of native Americans in 
that age range. More than two-thirds of all 
immigrants are older than the mandated 
“school age.” At the same time, some 13% of 
adult immigrants older than 25 have less than 
a fifth-grade education, compared to only 3% 
of natives with that little schooling. And the 
vast majority of U.S. immigrants come from 
non-English-speaking countries.31

What all this means is that a large share of 
immigrants who need “basic” (K-12) educa­
tion are adults, not children, who are most 
likely to be served in “postsecondary” or 
“adult” education programs.33 Thus, again, a 
substantial portion of the U.S. investment in 
“elementary and secondary” education is not 
being credited in EPI’s national “K-12” ac­
counts.

Crossed segments By excluding higher 
education expenditures from their calcula­
tions, the EPI analysts also omit one of the 
most costly forms of America’s extravagant 
investment in K-12 education: namely, the 
large proportion of U.S. higher education 
resources allocated to generating the aca­
demic credentials the public school bureauc­
racy demands for the employment and pro­
motion of teachers and administrators.

Such “Education” diplomas represent 
about 9% of all bachelor degrees, 25% of all
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masters degrees, and 20% of all doctorate 
degrees awarded annually in the United States. 
If the cost of the “ed school” diploma mills 
were allocated to the nation’s K-12 budget, 
EPI’s putative K-12 spending “lag” would be 
wiped out.

On the other side of the ledger, the rapid 
growth of postsecondary options in American 
high schools means that more U.S. secondary 
education spending Ls actually going for higher 
education. Ten states now offer public school 
students the option of attending college or 
university classes. For instance, in Minnesota 
and Colorado, 11th and 12th grade students 
now are allowed to take courses in colleges, 
with public “K-12” monies being used to pay 
college tuition. In Maine, high school stu­
dents taking postsecondary courses get cred­
its that count toward both high school and 
college graduation.25

Similarly, thousands of American high 
school students now take advanced place­
ment or “AP” examinations, administered by 
the College Board, which allow them to earn 
college credit for courses taken in high school. 
In 1987, eight states offered AP courses and 
examinations to 10% or more of their high 
school juniors and seniors. Nationwide, the 
number of high school students taking AP 
courses is growing rapidly: from 2.9% in 1981 
to 6.5% in 1987.

The real shortchanging. If any segment of 
the U.S. learning enterprise is being “short­
changed” it is neither K-12 nor higher educa­
tion, but adult education and training. The 
United States has more adult functional illit­
erates than kids in high school. About as 
many American adults need further basic 
education as there are children in U.S. public 
schools. Yet, for every dollar spent on K-12

education for children in the United States, 
less than a penny is spent on basic education 
programs for adults.

Studies by Anthony Carnevale of the 
American Society for Training and Develop­
ment (ASTD) show that the United States is 
underinvesting in the continuous training and 
retraining needed to have a competitive 
workforce? Camevale’s research reveals that 
most employer-provided training goes to the 
employees who are already most educated, 
while public training funds aid no more than 
the most disadvantaged 8% of the workforce 
-leaving the mass of workers in the middle 
with little support for upgrading their human 
capital. To help close this gap, a recent 
ASTD report recommended that U.S. em­
ployers expand their investment in employee 
education and training to at least 2% and 
preferably 4% of payroll, an increase of be­
tween $13 billion and $56 billion a year.25

These facts only begin to suggest how 
distorted may be the conclusions derived from 
international comparisons of only limited 
segments of national learning enterprises. 
The EPI paper notes, for example, that inter­
national tests of educational achievement stop 
with 14-year-olds. Rather than recognizing 
the bias and limited utility of such tests-the 
human mind does not stop growing after 
puberty-Rasell and Mishel simply choose to 
ignore both the cost and the value of the 
generous U.S. investment in postsecondary 
education, guaranteeing that their paper will 
shortchange America.

The great strength of the American sys­
tem is that it provides second and third and 
more chances for success to those who have 
failed in or been failed by school. It’s true that 
the bottom third of the U.S. school popula-
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tion or adult workforce shows less academic 
proficiency (often grossly less) than the least 
accomplished group in a number of other 
nations. But much of this apparent deficiency 
stems from the racial and ethnic diversity of a 
nation of immigrants, which is also one of 
America’s key competitive advantages.

And the United States offers opportuni­
ties for remediation, redemption, and further 
learning beyond youth that are largely nonex­
istent in many other countries with which 
American schools are invidiously compared. 
At the same time, entrepreneurship-a mere 
back alley in most other “industrial” econo- 
m ies-in America is a broad avenue for both 
personal advancement and economic devel­
opment where academic credentials are ir­
relevant.

The seemingly superior commitment and 
performance of the K-12 education systems 
of other countries compared to the United 
States arise in no small part from the most 
viciously elitist and exclusionary aspects of 
those nations’ postsecondary systems. In the 
Japanese school system for example, obses­
sive study is driven by a social caste system

[Japanese] students don't choose to spend their 
junior high and high school years studying eight 
hours a night, they have no choice. All the 
hiring for key jobs is based on which university 
a student attends. If someone gets into the 
Tokyo University, he’s made it. If not, he hasn't 
made it and there's not much of a second 
chance. Getting into Tokyo University, in turn, 
depends on scoring well on national tests which 
in turn depends on memorized knowledge. They 
have exams about English grammar that you 
and I would probably fail; they ask about arcane 
points of grammar having nothing to do with 
using the language. It's all memorization. 
-Jam es Fallows, “What I’ve Learned: Losing 
the Peace,” The Washingtonian, March 1990.

that hinges on college entrance exams. For 
Americans to envy this kind of feudal rite 
of passage is foolish. To emulate it would 
be folly.

THE PERILS OF OVEREDUCATION

EPI embraces the common but costly lib­
eral assumption that if some education is a 
good thing, then more must be better. But it 
is becoming increasingly evident that too much 
investment in traditional, academic educa­
tion may be a bad thing for both personal and 
socioeconomic development.

Miseducation. A U.S. Labor Department 
report, Workplace Basics, finds that there are 
six other groups of “basic skills” besides the 
traditional “3 Rs” that now are considered by 
American business to be essential for any 
kind of employment in the 1990s and beyond: 
(1) knowing how to learn; (2) listening and 
oral communication; (3) creative thinking 
and problem solving; (4) personal manage­
ment; (5) group effectiveness; and (6) organ­
izational effectiveness and leadership.36

Traditional forms of schooling, whether 
for children or adults, are not only irrelevant 
to cultivating this broad range of competen­
cies needed by the modem knowledge worker, 
but may even be harmful. A U.S. National 
Research Council report by Lauren Resnick 
of the University of Pittsburgh argues that the 
skills of thinking and working encouraged by 
conventional schooling are almost exactly 
opposite to those required for most of today’s 
and tomorrow’s jobs-for instance: individual 
thinking in school versus shared thinking in 
the real world; pure thinking in school versus 
manipulating tools outside; symbolism in 
school versus practical reasoning on the job; 
and general principles in academe versus
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situation-specific competencies in the 
workplace.27

Uncertain returns. In the United States of 
a generation ago, virtually any investment in 
more education offered an attractive rate of 
return-the cost of education was more than 
paid back by the greater incomes commanded 
by college graduates and those with advanced 
degrees. But the return on investment in 
generic education has become increasingly 
dubious for all concerned.

In the 1970s, the difference in lifetime 
income between U.S. high school graduates 
and college graduates became so narrow that 
some economists estimated that the return 
on investment in formal higher education 
might even be negative.28 In the late 1980s, 
the gap between the incomes and employ­
ment rates of college and high school gradu­
ates widened dramatically, making higher 
education now appear to be not only an at­
tractive but perhaps essential investment.

These gross measures of the value of 
postsecondary education in the American 
economy may be misleading, however. The 
growing division between the economic status 
of college and high school graduates has 
occurred not because the demand for more- 
educated workers has increased but because 
the employment opportunities traditionally 
available to individuals with no more than a 
high school education-mainly in manufac­
turing or agriculture-are rapidly vanishing.2’

Overschooling. The apparent demand for 
“more educated” workers actually is a kind of 
inflation phenomenon. While the basic skill 
requirements for entry-level work have been 
generally increased by technological and 
organizational change, the U.S. economy’s

May 1990

demand for highly-schooled “professional” 
workers is largely oversupplied. Because jobs 
requesting30 no more than high school cre­
dentials are disappearing much faster than 
jobs asking for college degrees, it appears 
that the educational requirements of employ­
ment are increasing. But the numbers of jobs 
whose content genuinely requires college or 
postgraduate training are neither large enough 
nor growing rapidly enough to make up for 
the number of low-skilled jobs being structur­
ally displaced.

An exhaustive review of two decades 
of educational research yielded the 

“startlingly consistent" result 
that there is no systematic 

relationship between 
variations in school expenditures and 

variations in school performance.

Workforce 2000 and other studies find that 
the most acute human capital need in the 
modern economy is for skilled technicians. 
As the latest analysis of international compe­
tition by Michael Porter of the Harvard 
Business School concludes: “[America par­
ticularly needs] a new national effort to up­
grade technical and vocational schools.... What 
is required for competitive advantage is 
specialized skills tailored to particular in­
dustries.”51

On the other hand, America has a surplus 
of over-schooled “professionals.” Few would 
question that the United States has too many 
lawyers. During the 1980s, half the country’s 
physicians in private practice didn’t have 
enough work to fill their calendars; mean­
while, a glut of empty beds has been driving 
many hospitals into bankruptcy. The surplus 
of dentists has led some notable universities
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such as Georgetown to shut down their dental 
schools.

American business schools continue to 
graduate 70,000 new MBAs a year at the 
same time that the nation’s biggest companies 
are shedding thousands of management jobs 
as they “downsize” to become more efficient 
competitors. Harvard business school pro­
fessor Robert Hayes argued in a recent ar­
ticle that there is no evidence that the grow­
ing amount of money spent on business schools 
(now $3 billion a year) has served America 
well during the last 25 years. As Lester 
Thurow, dean of MIT’s Sloan School of 
Management, put it: “If our business schools 
are doing so well, why are our American 
companies doing so badly?”32

Excessive schooling not only wastes fam­
ily and community resources, but actually 
may leave overschooled workers worse off 
in the job market: One recent study found 
that overeducated workers actually get paid 
less than undereducated workers to do the 
same job.33

As the U.S. economy faces, through the 
1990s, a growi ng shortage of entry-level work­
ers, and simultaneously a relative surplus of 
more-educated and more-experienced work­
ers in many fields, the apparent economic 
benefit of further schooling beyond high school 
is likely once again to diminish.

At the heart of these dilemmas is the 
crucial-but often overlooked-difference 
between learning and schooling. The same 
technology of the knowledge-based economy 
that has made learning an ever more essential 
feature of working and living has made the 
process and culture of traditional schooling 
obsolescent. With the “specialized skills”

The causes of high unemployment in Europe. . .  
indicate that much of the increase is caused by 
inappropriate or outdated education. A t the 
same time, Europe lacks skilled labour in many 
professions and industries. Clearly supply does 
not match demand in European education. 
Europe allows and even encourages its young 
individuals to take the liberty of pursuing 
“interesting, * not directly job-related, studies 
which in many cases have little prospect o f  
practical applic ation.. . .  European education is 
founded on national premises and on widely 
diverging basic ideologies. Faced with European 
economic integration and the free movement of 
labour, national thinking needs to be replaced by 
a unified European concept.
-European Round Table of Industrialists, 
Education and European Competence 
(Brussels, February 1989)

Porter mentions becoming obsolete every few 
years, the prerequisite skill for a growing 
majority of occupations is “learning-to-leam.” 
This trend is fast blurring the conventional 
distinction between vocational training and 
liberal education.

While the espoused goals of the so-called 
“liberal arts tradition”—critical judgment, 
creativity, clarity, independence, responsibility, 
and sheer erudition-may be even more broadly 
desirable than ever, it is far from clear whether 
the structures and practices of academic in­
stitutions are the most effective means to 
achieve those goals. Certainly they are not 
the most efficient.

It’s also important to recognize, as 
McLuhan observed, that the medium also is 
the message. That is, the scholastic environ­
ment convey many lessons, beyond the ex­
plicit curriculum, that are often counter­
productive to both personal and community 
development. The social costs of academic 
credentialism have been too much ignored.
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Whatever it has done for test scores, aca­
demic education following the European, 
“ liberal arts” tradition also has served to 
reinforce feudal class structures and ethnic/ 
national division in Europe and the Orient. 
In America, the same academic conceit has 
bred what the late Herman Kahn labelled a 
“New Class” of credentialed experts infected 
with “educated incapacity.” The cultural bias 
of “liberal” academia against manual labor, 
commerce, and even capitalism has contrib­
uted to Europe’s festering unemployment 
and to America’s flagging industrial competi­
tiveness.

And if academia has been a mixed bless­
ing to human development in Europe and 
America, in the third world the disdain for 
work and productivity bred into the Euro- 
pean-style schools inherited from colonial 
masters has been an economic and social 
catastrophe. In countries such as Zimbabwe 
and Sri Lanka, the overdose of academic 
education has bred a socially disruptive class 
of overeducated unemployed. Charting the 
same phenomenon in Indonesia, Nathan 
Keyfitz concluded: “To sell education to the 
public as a means to upward mobility ulti­
mately risks disillusionment.”14

The disillusionment in liberal academia 
as an engine of development now has come

home to Europe. While some Americans 
view Europe’s schools as objects of envy, 
European industrialists and government lead­
ers increasingly view their traditional educa­
tion systems as a barrier to the successful 
integration of what they call the European 
Economic “Space”-comprised of the Conti­
nent’s suddenly expanding universe of demo­
cratic, market economies. Europe’s leaders

Then the island Mew up. . . . A  numbing cycle of 
violent reprisals, carried out mainly by educated, 
unemployed and well armed youths, began to 
escalate.. . .  liberalization, you gave these 
Sinhalese and Tamil students the impression 
that they could gain not only an education, but 
could achieve upward mobility. This turned out 
not to be true," s a id .. .  a Harvard-trained 
attorney and Tamil activist.. . .  The economy 
changed during the 1980s but the school system 
didn't. Sri Lanka’s  highly regarded British-style 
schools were designed to chum out qualified 
civil servants.. . .  Classrooms emphasized 
literacy and the liberal arts, not science or 
vocational training, meaning that few graduates 
were prepared for the kinds of jobs available in 
a dynamic economy.. . .  Said /the assistant 
director of J Sri Lanka’s leading private think 
tank: “The problem is people coming out of the 
universities, saying ‘I’m ready, ’ and the country 
says, ‘For what?"’
- “Sri Lanka’s ‘Model’ Economy in Ruins/*
The Washington Post, October 10, 1989

Ironically, the crisis o f unemployment is an offshoot of one of Zimbabwe’s sterling achievements in its first 
decade.. . .  Since /the Mugabe government came to power in 1980/, the number of primary and secondary 
schools has blossomed tenfold. The national literacy rate has climbed from 45 percent to nearly 80 percent.. . .  
Between 1957 and 1977 only 39,000 blacks were permitted three or more years of secondary education. Since 
independence, more than I million have completed secondary schools—but only a tenth of them have jobs.
“We placed a high premium on education because for 90 years the black population was deprived. . . sa id . . .  
Zimbabwe *s minister of primary and secondary education. “Now we have created a situation that is potentially 
dangerous-so many bright young people and so few jobs.",. .  "In fact, it’s something of a time bomb," said one 
US. official based here. “Education is fostering so many hopes, and I think a lot of young people are angyy." 
- “In Zimbabwe, Education Yields Few Rewards,” The Washington Post, January 28,1990.
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are laying the groundwork to replace provin­
cial, academic institutions with a new Conti­
nental system, blending basic, higher, profes­
sional, and vocational education, internation­
ally integrated by a “telematic” network15 
linking the entire “space.”

More spending on conventional schools, 
and more old-fashioned schooling per se will 
serve to weaken, not strengthen, the competi­
tiveness of America or any other nation in the 
dynamic world of the 21st century. What 
every nation now needs is a new kind of learn­
ing enterprise-innovative in both form and 
content-to replace the outworn academic 
establishment.

TOWARD A COMPETITIVE 
LEARNING ENTERPRISE

EPI is scarcely alone in the belief that 
education is a key factor of global competi­
tiveness. But analysts of competitive strategy 
from David Ricardo to Michael Porter and 
from Sun Tzu to Douglas MacArthur have 
known that the least promising path to 
competitive advantage is that of catch-up or 
copycat.

As James Fallows has argued persuasively, 
America can renew its tarnished leadership 
not by envy and emulation but only by build­
ing on its unique strengths.16 In regard to 
education, this means not wasting further 
time and treasure trying to close mythical 
“lags” behind the academic budgets and test 
scores of other nations. Rather, competitive 
leadership means leapfrogging ahead of oth­
ers, and being first to replace medieval aca­
demic structures with the high-tech learning 
industry an information-age economy de­
mands.

Hudson Institute Briefing Paper

The precedent for thus reinventing edu­
cation can be found in America’s own history. 
Despite the fact that the Industrial Revolu­
tion began in Great Britain, in the course of 
the 19th century the United States leapfrogged 
ahead of the British to seize the leadership 
of the industrial economy. Historians note 
that the key to America’s competitive success 
in the industrial age was this country’s 
unique education system which consciously 
did not attempt to emulate or catch up with 
the academicestablishment of Britain, Amer­
ica’s “mother country” and the world’s then- 
leading industrial power. Instead, the pio­
neering Americans of the last century, through 
eclectic borrowing and novel designs, devel­
oped a completely new kind of education 
system focused on the practical, vocational 
needs of an industrial economy and a demo­
cratic society.

77m* perestroika gap. After World War I, 
the conventional wisdom of the world’s na­
vies was so convinced of the strategic preem­
inence of battleships that in the 1920s arms 
control negotiators desperately sought to avert 
a battleship-building “race.” Once the result­
ing treaties failed, the world’s naval powers 
each launched an equally urgent effort to 
avoid a national battleship “lag.” Lost in all 
this rigmarole were the voices of the few 
visionaries like Mitchell in the United States 
and Yamamoto in Japan who could plainly 
see that airpower, not gunpower, had 
become the key to naval victory, and that 
the aircraft carrier had rendered the battle­
ship obsolete.

Similarly, the “battleship” mentality that 
drives the more-spending-for-more-school- 
ing lobby is leading America toward an intel­
lectual and economic “Pearl Harbor.” For 
the true threat to American competitiveness
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today is not a schooling lag but a perestroika 
gap that is widening with breathtaking 
speed.

While “restructuring” in America remains 
little more than a hollow platitude, in Europe 
perestroika has unleashed winds of change 
that now blow, both east and west, with gale 
force. In the Orient, and Latin America, and 
even now in Africa, the passion for democ­
racy is bursting the bondage of Marxist and 
authoritarian regimes. China’s doddering 
Communist warlords struggle vainly against 
time and tide to suppress the flood of liberty 
that sprang forth in Tiananmen Square one 
year ago. Japan’s worn-out political estab­
lishment remains untoppled, but continues to 
teeter as that fast-aging society reassesses all 
its basic assumptions and plots its next great 
leap. India’s establishment has fallen, un­
leashing new upheaval in the world’s greatest 
democracy.

From Czechoslovakia to Chile, from South 
Africa to Nicaragua, from Mongolia to Ethio­
pia, the status quo is on the rout, the unthink­
able has become the commonplace, and the 
fabric of whole societies is being rewoven. As 
every major social structure in these lands is 
reappraised and redesigned or replaced, the 
most conservative social glue-education- 
inevitably will be reinvented as well.

The irony of America’s predicament is 
dire: To keep pace with the breakneck 
dynamism of the rest of the world, the United 
States urgently needs to reconstruct its entire 
national learning enterprise. Vet the relative 
moderation of structural upheaval in other 
American institutions breeds a complacency 
that makes it only more difficult to truly 
“restructure” an academicestablishment that 
stands as a daunting barrier to national prog-

May 1990

ress and global competitiveness. The acute 
threat to America now is that it may not 
experience the goad of another “Pearl Har­
bor” crisis, but only the steady, incremental 
degeneration of social senility. Whatever 
may be the solution to this dilemma, further 
feeding the academic lobby’s insatiable 
fiscal appetite would only be a giant leap 
backward.

Within Europe the leadership eventually 
passed to Britain, which emerged in the 
middle of the 18th century as a new kind of 
state, whose wealth and power were based 
on manufacturing industry.. .  .T o  many it 
must have seemed by /  1830/ that Britain ’l  
commanding position was unassailable. . . .  
Despite /the/ brilliant success /shown at 
london's Great Exposition in 1851 J, the 
reality was that Britain was already in decline. 
. . .  The consensus of opinion was that the 
English educational system was totally 
unsuited for the needs of the day.. . .  The 
old prestigious universities of Oxford and 
Cambridge virtually ignored science, as did 
the public schools from which most of their 
students came.. . .  The plain fact was that the 
ruling classes saw no need for technically 
trained m en.. . .  The leading countries of 
Europe set up technical education systems.
. . .  In the United States, where labour 
shortage encouraged mechanization and a 
flood of European immigrants bn Hight new 
ideas about education with them, land grant 
colleged were endowed from 1862....
Britain reacted too slowly and inadequately : 
the lead which had seemed unassailable at 
mid-century had been irretrievably lost by its 
end. . . . A t  the turn of the century,. . .  Britain 
was in decline, Germany was in the ascen­
dant, and. . .  America was gathering the 
strength that was to make her the greatest 
power of all after the Second World War. 
-Trevor I. Williams, The History of Inven­
tion (Loodon: Macdonald &. Co., 1987)
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The need for leadership. EPFs call for 
more spending on education is a kind of 
educational Campeauism-a strategy for wealth 
through insolvency. But the wide acceptance 
and repetition of EPFs faulty analysis is a 
symptom of a gap in national leadership for 
which EPI cannot be blamed.

By leaving out reduced cost and greater 
productivity from the list of national educa­
tion goals the president and the governors 
recently espoused, the Bush administration 
and the state executives left themselves wide 
open to the kind of counterattack the EPI 
paper has fueled. While the administration 
has correctly tried to refocus the education 
reform debate on “results, not resources,” its 
lack of a compelling strategy to achieve more 
learning at less cost-which America actually 
has the technology to attain-has left the 
academic lobby’s siren call for more spending 
unchallenged and unscathed.

What would such a strategy look like? 
Certainly a comprehensive plan for restruc­
turing a $500 billion industry will be sophisti­
cated and complex. But there are some 
important strategic goals the president and 
governors-as well as business leaders and 
other policymakers-should consider adding 
to complement the academic goals they al­
ready have agreed to:

•  The United States should double the pro­
ductivity of its investments in education 
and training by 2001.

Obviously, there will be some illuminat­
ing debate about what “doubling productiv­
ity” means-appropriate measures of outcomes 
will be needed as well as more accurate ac­
counting for costs. But commitment to this 
goal will focus attention where it belongs-on

increasing results while freezing or reducing 
costs-and will provide a firm counter to the 
academic lobby’s endless demands for more 
money.

•  American education and training institu­
tions should commit a minimum of 1% of 
their gross budgets to investment in re­
search, development, and technological 
innovation.

This would be an increase of 10 to 40 
times over the current level of educational 
R&D investment, and would still leave the 
education industry spending only half as much 
on R&D as the average U.S. business. But 
1% would not break any educational institu­
tion’s budget and would offer some hope to 
taxpayers and tuition-payers that academia’s 
soaring cost spiral might be reversed.37

•  Guarantee that, before 2001, all Ameri­
can learners will have at least two choices 
for the education or training services they 
need.

More broadly, we need to maximize the 
degree of choice and flexibility available not 
only to students but equally to teachers, ad­
ministrators, and vendors of educational 
products and services. Increased choice and 
competition are essential to give educational 
enterprises incentive to become more inno­
vative and productive. The top-priority ob­
jective in pursuing this goal is to assure that 
every one of the nation’s more than 15,000 
school districts offer all students and families 
choices, at least among public schools, while 
simultaneously giving teachers and principals 
the freedom to manage their own schools.

•  Reconstruct the nation’s testing enter­
prise, by 2001, to provide and apply accu-
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rate assessments o f individual abilities, 
including workforce-relevant knowledge 
and skill, not just academic achievement.

An initial step in this direction, suggested 
by A1 Shanker, president of the American 
Federation of Teachers, is to abolish existing 
standardized tests. Beyond that, Shanker 
rightly urges development of a new, more 
sophisticated testing technology that will 
provide meaningful accounting, and hence 
incentive, for actual student learning, not just 
class attendance. A new U.S. Labor Secre­
tary’s Commission on Achieving Necessary 
Skills (SCANS) is about to spend the next 
year working to develop detailed guidelines 
that should provide a useful platform for pur­
suing this goal. Clearly, more precise and ef­
ficient testing processes will be essential to 
creating a more productive national learning 
enterprise.

•  Assure every student in America access to 
a “distance learning” network by 2001.

We have a set of communication tech­
nologies in place-telephone, CATV, satel­
lites, fax, etc.-that can provide some kind of 
learning-at-a-distance to nearly everyone now. 
The strategic version of this modest-sounding 
goal really is to develop a national, inte­
grated, “telematic” learning environment that 
can allow anyone to learn anything, anywhere, 
anytime. Fully realizing the potential of dis­
tance learning will require a broadband net­
work, ultimately digital, which will give every­
one in America multi-media access to any 
form of instruction or knowledge available to 
anyone else. One telephone company scien­
tist has labelled this ultimate technology “tele- 
sophy.” Its full achievement will require 
completion of the national, digital, fiber-op­
tic communications network that, besides being

the true “ 
essential “

school of the future,” will be the 
spinal cord” of the information-

age economy.

Clearly this kind of high-technology, 
market-oriented strategy for restructuring the 
American learning enterprise will require 
major investments. But these will be true 
investments-ultimately paying off in more, 
better, faster, and cheaper learning-rather 
than simply bigger expenditures on more of 
the same old unproductive schooling. And 
financing these investments does not require 
increased total spending on education or 
training. Rather, restructuring can and should 
be paid for by reallocating some of the vast 
resources now spent in the education industry 
from inefficient activities to more productive 
applications, while taking full advantage of 
the investments in new technologies that are 
transforming every other sector of the na­
tion’s economy.

Conclusion. While conceding that spend­
ing more money on K-12 schooling is “not the 
only answer” to America’s education prob­
lems, EPI’s Rasell and Mishel still conclude 
that “to begin a process of education reform 
by denying the need to increase spending 
...places a severely limiting constraint on any 
plans for education.” The real strategic situ­
ation is precisely the opposite:

Past education reform processes in the 
United States continually began by assuming 
a need to increase spending and have failed 
to produce any consistent result other than 
greater cost and lower productivity. A long 
history of futile reform movements” proves 
that perpetuating this error is what would 
impose a lethal constraint on any plan or 
hope for education improvement in the United 
States.
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There is no need for the United States to 
increase spending on education-there is an 
urgent need for academic institutions to re­
structure their vast resources to become both 
more effective and more efficient.

The United States does not lag behind 
other nations in spending on education-but 
America would be better off if it did spend 
less on education as a result of creating a far 
more productive learning enterprise.

NOTES

1 A technical assessment by U.S. Education Depart­
ment staff, entitled Shortchanging Education: A Case 
Study in Flawed Economics, was published on the same 
day as the EPI paper, and effectively reveals several of 
the most glaring errors of the EPI analysis. A Policy 
Analysis (No. 126) by John Hood, Education: Is Amer­
ica Spending Too Much?, published by the Cato Insti­
tute in Washington a day later (18 January 1990), 
provides an effective counter to the EPI argument for 
more U.S. education spending. Although Hood’s Cato 
report does not explicitly critique the EPI paper, Hood 
does expressly contradict Rasell and Mishel in a brief 
column in Ihe Wall Street Journal, “Education: Money 
Isn’t Everything” (9 February 1990). In this briefing 
paper, I both summarize and expand on the analysis 
provided by these earlier publications.

2 U.S. Education Dcpt., “Technical Assessment.”

3 This is a flaw that is common to most international 
comparative studies. If the United States of America 
were compared to the (to-be) United States of Europe, 
the education systems of many American slates would 
equal or exceed those of many European “states,” in 
terms of both spending and achievement. Reporting 
that a continental country with the geographic and 
social diversity of the U.S.A. “lags” behind a micro­
nation like Switzerland or Sweden makes as little sense 
as saying that Texas trails Beverly Hills.

4 EPI news release, 16 January 1990.

5 Patricia Summerside, “The Things Money Can’t 
Buy,” Policy Review, Winter 1990.

6 Attributed to Rasell by EPI News Release.

7 See Drucker, The New Realities (New York: Harper 
& Row, 1989).

8 Also attributed to Rasell by EPI’s News Release.

9 See Denis Doyle and Bruce Cooper, Federal A id to 
the Disadvantaged: What Future for Chapter I? (London: 
Falmer Press, 1988).

10 Stanley Pogrow, “Challenging At-Risk Students: 
Findings from the HOTS Program,” Phi Delta Kappan, 
January 1990.

11 From Hixxl (1990).

12 “Districts with higher revenue per pupil provide a 
somewhat costlier instructional program, but they de­
vote much larger shares of their budget to non-instruc- 
lional purposes.” SJ. Carroll, “Search for Equity,” in 
W.W. McMahon and T.G. Geske, eds., Financing 
Education: Overcoming Inefficiency and Inequity (Ur­
bana, IL: University of Illinois Press, 1982); cited by 
Hood (1990).

13 See Table 7 of the EPI Briefing Paper.

14 See William Johnston and Arnold Packer, Workforce 
2000: Work and Workers for the 21st Century (Indianapo­
lis: Hudson Institute, 1987).

15 Eric A. Hanushek, “The Impact of Differential 
Expenditures on School Performance,” Educational 
Researcher, May 1989.

16 Deborah Inman, The Fiscal Impact of Educational 
Reform (New York: Center for Educational Finance, 
New York University, May 1987).

17 State and local governments--which provide most 
public funding for education-are not immune to the 
deficit crisis. Local constitutional proscriptions have 
not prevented some state governments from sliding into 
debt or even insolvency. Federal, state, and local taxes 
all arc taken from the same taxpayers’ wallet; when 
taxes are increased at one level, they tend to reduce the 
tax sources available to the others. If federal borrowing 
forces up interest rates, debt costs increase for other 
borrowers, public or private, as well.
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18 The sources of these data and further discussion of 
the “technology gap” can be found in an earlier Hudson 
Institute Briefing Paper (No. I l l ,  8 November 1989), 
“Closing Education’s Technology Gap.” Also see Lewis 
J. Perelman, “Schools: America’s $500-billion Flop,” 
The Washington Post, 3 December 1989.

19 U.S. Bureau of the Census, Statistical Abstract o f 
the United States: 1988 (Washington: 1987); p. 142.
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The Wall Street Journal, 1 March 1990.

21 From Julian L. Simon, The Economic Consequences 
of Immigration (New York: Basil Blackwell, 1989).

22 Even when adults needing basic education are 
served by public schools, they are often charged tuition 
and/or their costs are charged against programs or 
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23 Note that this is just one of many no-cost or low­
cost ways of increasing the productivity of education 
expenditures.

24 Anthony P. Carnevale and Harold Goldstein, 
Employee Training: Its Changing Rote and An Analysis 
o f New Data (Washington: ASTD Press, 1983).

25 Anthony P. Carnevale and Janet W. Johnston, 
Training America: Strategies for the Nation (Alexandria, 
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26 Anthony P. Carnevale, Leila J. Gainer, and Ann S. 
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Economy,” Occasional Paper No. 2. (New York: Na­
tional Center for Education and Employment, Colum­
bia University, July 1987).

28 For instance, sec Richard B Freeman, The Market 
for College-Trained Manpower: A  Study in the Econom­
ics o f Career Choice (Cambridge, MA: Harvard Univer­
sity Press, 1971).

29 Cf. Johnston and Packer (1987).

30 Unfortunately, reports and studies of job “require­
ments” often do not distinguish between the educa­
tional qualifications employers ask for in their job 
requisitions or ads and the specific knowledge and skills 
needed to perform the work. In practice, employers 
commonly ask for more academic credentials than are 
needed, in an attempt to reduce the number of under- 
qualified applicants. But the workforce shortages of the 
1990s and beyond-combined with the hollowing out of 
diplomas-are making this practice ever less feasible. A 
graphic example of the problem: The U.S. Navy’s 
training director was quoted in a recent news report as 
saying, “I have college graduates in [nuclear submarine) 
school who can’t read.”
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34 Nathan Keyfitz, “Putting Trained Labour Power to 
Work: The Dilemma of Education and Employment,” 
Bulletin of Indonesian Economic Studies, December 
1989.
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for American Recovery (New York: Houghton-Mifilin, 
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37 A detailed plan for how to implement this proposal 
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I l l ,  “Closing Education’s Technology Gap.”
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EDUCATION

Schools: America’s $500-Billion Flop
By Lewis J. Perelman

E
ducation costs too 
much and delivers too lit­
tle at a time when our 
emerging “information" 
society needs it more than 
ever. In fact, viewed as an economic 

sector, education has the worst pro­
ductivity record of any major Amer­
ican industry.

Of course, many proposed struc­
tural changes— opening public 
schools to choice and competition, 
cutting centralized bureaucracy, 
holding institutions accountable for 
actual knowledge and skill gained 
by students, and revising employ­
ment practices to reward compe­
tence and flexibility— promise to 
create an environment where in­
structional efficiency matters.

But the technological and orga­
nizational innovations that have en­
abled productivity to soar in other 
industries will not occur even in a 
restructured education system 
without an investment in research 
and development comparable to 
other economic sectors. At present, 
that investment is almost nonexis­
tent. Closing the R&D gap must be 
made a top priority in educational 
reform.

The High Cost of Mediocrity

A
 four-year study by the Office 
of Technology Assessment 
concluded that the key obsta­

cle thwarting America’s shift to an

information-age economy is the 
egregiously poor productivity of the 
education sector. OTA found that 
education is tied (with social work) 
as the most labor-intensive busi­
nesses in the economy, with labor 
costs equal to 93 percent of output 
value—compared with 54 percent 
for all pnvate business.

Since 1950, the real dollar (infla­
tion-adjusted) cost of elementa- 
ry/secondary (K-12) education in the 
United States has quadrupled. Col­
lege is no better bargain: The nom­
inal pnee tag for higher education 
doubled in the past 10 years, rising 
far faster than inflation. With enroll­
ments flat or declining and educa­
tional quality of schools and colleges 
either the same (according to their 
fans) or deteriorating (according to 
their critics), the ratio of effective­
ness to cost has been going sharply 
downhill.

Why? The May 1988 OTA study 
revealed that education has by far 
the lowest level of capital investment 
(another name for “buying technol­
ogy") of any major industry: only 
about $1,000 per employee. The 
average for the U.S. economy as a 
whole is about $50,000 of capital 
investment per job; in some high- 
tech industries, it ’s $300,000 or 
more. Even other, relatively labor- 
intensive, “service" businesses pro­
vide at least $7,000 to $20,000 
worth of equipment and facilities for 
each employee.

The education industry, however, 
has a unique characteristic that sets 
it apart from all other businesses: It 
is the only enterprise where the con­

sumer does the essential work. To 
the extent that learning is educa­
tion’s essential (though not only) 
business, it ’s clear that the produc­
tivity of the student or learner— not 
teachers or administrators— is what 
ultimately counts.

If we count the student, rather 
than the paid staff, as the “worker" 
to be compared to workers in other 
sectors, education’s productivi- 
ty/technology gap looms even larger. 
Thus, the public schools' niggling 
capital investment of $1,000 per em­
ployee becomes a pathetic $100 per 
worker if “worker" means “student." 
As a matter of fact, while the aver­
age U.S. public-school budget now 
comes to about $5,000 per student 
annually, the typical school district 
expends only about $100 to $200 of 
that sum on materials and tools for 
each student to use directly for 
learning. No wonder, then, that the 
instructional technology available to 
most students, most of the time, in 
most American schools and colleges, 
today ranges from 100 to 1,000 
years old.

Had the power of educational 
technology grown at the same pace 
over the last four decades as the 
power of computer technology, a 
high school or college education—  
which still take 12 and four years 
respectively to produce, at an aver­
age cost for either of about $60,- 
000— could be produced in less than 
10 minutes for about five cents!

No one expects improvements of 
that magnitude. But taxpayers and 
tuition-payers can justly expect ed­
ucation to make some meaningful
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technological progress in the same 
direction as the rest of the economy. 
Instead, the technological gap be* 
tween the school environment and 
the “real world" is growing so wide 
so fast that the educational expen* 
ence is at risk of becoming not mere­
ly unproductive but utterly irrele­
vant.

The RID Gap

T
he federal government pays 
less than 9 percent of the na­
tional bill for formal education 
(school and college); yet it pays for 

most of the educational research. 
Depending on what one regards as 
"R&D," the federal Education De­
partment spent between $136 mil­
lion and $388 million on some kind of 
research in the 1989 fiscal year. 
Only about a million dollars of this 
was devoted to development of ad­
vanced instructional technology. 
Most of the research on high-tech 
teaching and learning is financed by 
the Defense Department, to the tune 
of about $200 million annually. The 
National Science Foundation also 
allocates about $15 million a year to 
research on instruction for science 
and mathematics.

These hundreds of millions of dol­
lars may sound like a lot of money for 
research until one considers the 
scale of the nation's learning enter­
prise. The education and training 
sector is America's largest informa­
tion industry and. depending on what 
is counted, may be simply the coun­
try's biggest business. Formal in­
struction provided by schools, col­
leges and corporate and military 
training departments is a $400- 
billion-a-year industry; OTA esti­
mates that it employs around 10 per­
cent of the U.S. workforce. When 
on-the-job training and other less 
visible forms of teaching are includ­
ed, the learning enterprise amounts 
to more than $500 billion a year. By 
contrast, the health-care industry—

generally viewed as the largest— 
runs around $600 billion.

By OTA’s accounting, the educa­
tion sector’s investment in R&D 
comes to only 0.025 percent of its 
annual revenues. Even if demonstra­
tion projects, program evaluations 
and other activities plausibly consid­
ered "research" are included, the 
figure is still is less than 0.1 percent.

In contrast, R&D accounts for 2.5 
percent of the entire U.S. gross na­
tional product. The average Amer­
ican business firm  invests 2 percent 
of sales in R&D. But high-tech, in­
formation-based businesses com­
monly plow 7 to 20 percent of their 
sales into R&D. In Business Week's 
latest “ R&D Scoreboard" the five 
top-rated companies in the computer 
software and services sector (the 
fastest-growing segment of today’s 
computer industry) spent from 16.1 
to 28.6 percent of their revenues on 
R&D.

The same study found that the 
amount of R&D investment per em­
ployee is the most powerful pre­
dictor of business success. For the 
formal education sector (kindergar­
ten through university), R&D spend­
ing per employee is less than $50 a 
year. (Or actually $5 a year, if stu­
dents are condsidered as “workers.") 
In contrast. Business Week’s top five 
spent between $30,264 and 
$42,622; and the average for all in­
dustries rated was $5,042.

Barriers to Productivity

C
learly, a bold initiative is 
needed. But merely adding 
dollars to the educational re­
search budget is not enough.

The failure to exploit effectively 
the instructional power of the com­
puter is just one notable illustration 
of educational institutions* capacity 
to resist change. A decade and a half 
into the “desktop computer" revo­
lution, over 40 million personal com­
puters are in use in the United

States. Computers called “ comput­
ers" are in some 20 million American 
homes. But nearly 30 million U.S. 
homes have Nintendo-type “game" 
units—computer terminals masquer­
ading as toys.

In contrast, another 1988 OTA 
report found that U.S. schools have 
spent a total of about $2 billion on 
instructional computers over a pe­
riod of 10 years—that’s only a tenth 
of what the rest of America spends 
on personal computers every year. A 
recent survey by Henry Jay Becker 
of Johns Hopkins University deter­
mined that there are about two mil­
lion instructional computers in K-12 
schools, about one for every 20 stu­
dents. Many of those are old, obso­
lete or simply locked away unused. 
While experts have concluded that, 
ideally, all students should get to use 
instructional computers for about a 
third of their time in school, or 10 
hours a week, the OTA report es­
timated that students typically get to 
use computers in U.S. schools only 
about one hour a week.

The key reasons for this condition 
in K-12 education be in the combi­
nation of incentives and disincentives 
common to government-owned, bu­
reaucratically administered, mono- 
pobsdc enterprises. In essence, the 
public school is America’s collective 
farm. Innovation and productivity are 
lacking in American education for 
basically the same reasons they are 
scarce in Soviet agriculture: absence 
of competitive, market forces.

The public school normally pro­
vides, at best, no incentive— other 
than altruism or curiosity—for prac­
titioners to adopt innovations. One 
teacher interviewed recently about 
computer use put it succinctly: “Why 
should I do anything different next 
year from what I did last year?" 
Worse, the typical school environ­
ment is rife with disincentives for 
innovation which, over a period of a 
half century or more, have proven 
highly effective in preventing or re-
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versing technological change. For 
instance, education analysts com­
monly cite lack of teacher training as 
a barrier to adoption of instructional 
computers. Yet training, by itself, 
cannot overcome bureaucratic dis­
incentives. Indeed, training may 
even prove counterproductive.

The Houston Independent School 
District, for example, used to pro­
vide an intensive, 300-hour teacher 
training course in the effective use of 
instructional technology—the pro­
gram was just abolished after seven 
years. Graduates of the program— 
many of them the most innovative 
and technically proficient teachers in 
the district— who practiced what 
they had learned actually got neg­
ative grades on a state-imposed 
teacher evaluation instrument that 
values “teaching" according to the 
ability to stand in front of a black­
board and talk, rather than the abil­
ity, or even willingness, to employ 
modem, student-centered tools. 
Staff in the district report that many 
of the best-trained teachers left the 
system for jobs where their skills are 
in demand and rewarded. Despite 
apparent institutional differences,

the barriers and disincentives for 
innovation are broadly similar m 
higher education.

In contrast to the situation in 
schools and colleges, demand for 
computer-based instruction is strong 
in the unregulated and unsubsidized 
market for employer-provided ed­
ucation. SK&A Research, a Califor­
nia consulting firm, estimates that 
some 30 percent of the more than 
$50 billion that employers invest 
annually in employee training is 
spent on computer-based instruc­
tional systems—over seven times 
more in one year than public schools 
have spent on instructional comput­
ers in the last 10 years! That is, em­
ployer-provided education invests a 
300 times larger share of its total 
budget in computer-based instruc­

tion than public education does.
The failure to consider the total 

market for instructional computing 
and other advanced technology be­
yond schools commonly distorts pub­
lished reports of educational tech­
nology’s lack of progress. Contrary 
to what many reports imply, the 
problem is not that instructional 
computers don’t work well enough, 
or that they are not affordable or 
that educators won’t use them. The 
truth is that computer-based and 
other high-tech instructional tools 
are being produced, sold and used 
successfully and extensively outside 
of schools.

The key difference is that compe­
tition makes corporate trainers ac­
countable for costs and results. The 
principal reason for schools’ almost

total lack of investment in produc­
tivity-enhancing technological inno­
vation, and their resulting record of 
steadily declining productivity, is the 
inherent absence of competitive, 
market incentives in the bureaucrat­
ic structure of the U.S. educational 
system.

History argues that neither the 
abundance of current information 
technology nor further research and 
invention of even more exotic tools 
for teaching and learning will, by 
themselves, have much impact on 
the near-static pace of innovation in 
education. Pocket calculators have 
been ubiquitous for some two dec­
ades, yet their common use in pre- 
college education is still sedulously 
resisted. Television has been around 
for half a century yet its educational
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use remains largely trivial. The tele­
phone is a century-old technology; 
yet hardly any school teachers in 
America have their own office tele­
phones— or even ready access to 
one.

The lesson in this is that the mas­
sive increase in educational R&D the 
country desperately needs will not 
pay off in actual, productive innova­
tion in American schools without a 
solid dose of ptrestrmka. That is, 
public schools will remain technolog­
ically backward until they are forced 
to compete to attract customers 
(students) who control the revenues 
the schools earn. And colleges will 
continue to eschew efficient instruc­
tional technology until instruction is 
unshackled from the priority of 
faculty research, productivity takes 
precedence over selectivity, and in­
stitutions are made to compete to 
generate real learning, not just elite 
credentials.

On the other hand, the proposed 
educational restructuring that has 
recently evolved from growing dis­
illusion with conventional “ reforms" 
will bear little fruit unless a vastly 
expanded share of education’s re­
sources is committed to research.

Closing the Gap

A
 Hudson Institute report released in November spells out 
a detailed proposal to close U.S. education’s technology 
gap. Among the recommendations:

■ Get every education and training institution, organization and 
program in the United States to set aside at least 1 percent of its 
gross revenues for investment in research and development. This 
is only half the average spending rate for private business and not 
enough to seriously damage existing program funding.
■ Set a goal of achieving a 100-percent increase in the productivity 
of U.S. education and training by a specific target date, such as 
1996. The technology to do this is already on the shelf— we just 
need to implement it.
■ Create a National Institute for Learning Technology to admin­
ister the set-aside R&D funds and obtain economies of scale in re­
search projects. Contributing organizations would become mem­
bers of the institute. Because some of their own money would be at 
stake, they would have a greater incentive to adopt innovations.
■ Specify priority targets for NILT research, including: devising 
better measures of actual learning; advancing the state of cognitive 
science; and finding ways to overcome barriers to innovation.

—Lewis J. Perelman

Hudson Institute
' iernun  Kuhn Center 
*O. Box
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EXH IBIT
H63 ■ STATE DEPARTMENT OF EDUCATION SE? 6 N,tl '

Charlie G. Williams, State Superintendent of Education STATE BUDGET & CONTROL BOARD

MISSION: The purpose of the South Carolina School Code is to provide for a
system of public education and for the establishment, organization, 
operation, and support of such State system.

FISCAL
YEAR

GENERAL FUND
ADJUSTED

APPROPRIATION EXPENDITURE LAPSE
CARRY­

FORWARD

1984-85 882,009,630 876,588,395 708,030 4,713,204

1985-86 900,095,502 896,887,863 760,853 2,446,786

1986-87 916,669,674 915,833,357 836,317 0

1987-88 953,109,696 949,661,485 534,397 2,913,814

1988-89 1,056,829,507 1,037,083,666 4,388,196 15,357,644

1989-90 1,107,004,699 1,098,544,240 7,062,953 1,397,506

1990-91 1,145,352,004 Not Available Not Available Not Available

INCREASE REQUESTS

RECURRING % INCREASE
NON­

RECURRING TOTAL

1991-92 113,906,613 9.95% 19,410,388 133,317,001

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations, 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Repons
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME $outh Carolina Department o f Education AGENCY CODE H63

PRIORITY# 4 PROGRAM NAME: D irec t Support - Textbooks

To purchase Textbooks adopted by the State Board o f Education fo r  FY 91-92, and textbook
adoptions delayed due to lack of funding in FY 90-91.

STATE FUNDED 1 TOTAL STATE TOTAL
POSITIONS ’ POSITIONS FUNDS $15,937,368 FUNDS $15,937,368

PRIORITY# PROGRAM NAME: D irect Support-Bus System Maintenance

To support the operation an 
fu e l,  parts, commercial d r i

d maintenance o f the school bus transportation system to Include 
vers license, and other costs.

STATE FUNDED 
POSITIONS

TOTAL STATE
POSITIONS FUNDS $4,060,089

TOTAL
FUNDS $4,060,089

FORM 92-R2 NO.
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME South Carolina Department o f Education AGENCY CODE «63

PRIORITY# 6 PROGRAM NAME: Planning, Res., E va l., Info-Testing Maintenance

To provide funds fo r  the adm in istration o f the norm-referenced tes t due to increases in 
enrollment and the per pupil cost.

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $80,000

TOTAL
FUNDS $80,000

PRIORITY # PROGRAM NAME: Direct Support-Busses

To purchase 500 school busses in order to maintain a 12-year replacement cycle and to purchase 
service equipment.

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $15,848,019

TOTAL
FUNDS $15,848,019

PRIORITY# 8 PROGRAM NAME: Education In itia tive s -P a re n tin g

To restore FY 89-90 carryover funds used in  FY 90-91.

STATE FUNDED TOTAL STATE TOTAL
1 POSITIONS POSITIONS FUNDS $334’ 148 FUNDS $334*148

PRIORITY# 9 PROGRAM NAME: Direct Aid - Handicapped

To provide an appropriate public education to a l l handicapped ch ild ren , aged three to
fiv e  years.

STATE FUNDED TOTAL STATE TOTAL
POSITIONS POSITIONS FUNDS $13,214,643 FUNDS $13,214,643

PRIORITY # io PROGRAM NAME: Direct Support - Busses

To purchase 250 busses to ass is t in maintaining the 12-year replacement cycle due to  underfunding 
in  FY 89-90.

STATE FUNDED TOTAL STATE 1 TOTAL
POSITIONS POSITIONS FUNDS $7,750,000 | FUNDS $7,750,000

FORM 92-R2 PAGE NO.
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME South Carolina Department o f Education AGENCY CODE

PRIORITY# u PROGRAM NAME: Education In it ia tiv e s -T a rg e t 2000

To provide funding to continue implementation o f the Target 2000 Programs (Dropout, Parenting,
Art in Education, and School Innovation).

| STATE FUNDED
1 POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $3,850,941

TOTAL
FUNDS $3,850,941

PRIORITY # 12 PROGRAM NAME: In s truc tion a l Sucoort-GED

To expand the tes ting  schedule fo r  the GED examinations.

STATE FUNDED TOTAL STATE TOTAL
LPOSITIONS POSITIONS FUNDS S69.600 FUNDS $69,600

PRIORITY# i3 PROGRAM NAME: D irect Aid-Therapy Center

To provide funding fo r a p i lo t  Educational Therapy Center fo r  severely emotionally handicapped
students.

STATE FUNDED TOTAL STATE TOTAL
POSITIONS 1 POSITIONS FUNDS $325,000 FUNDS S325,300

PRIORITY# M PROGRAM NAME: Direct A1d  u brarv Bnnks

To provide funding to update school lib ra ry  book c o lle c tio n s .

STATE FUNDED 
>sn;oNs

TOTAL
POSITIONS

STATE
FUNDS $4,088,924

TOTAL
FUNDS $4,088,924

PRIORITY# is PROGRAM NAME: O lrect Aid

To provide an increase in  funding fo r the Workforce In i t ia t iv e  Program.

1 STATE FUNDED
I POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $100,000

TOTAL
FUNDS $100,000

FORM 92-R2 002135 PAGE NO.

nu
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u
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AGENCY NAME South Carolina Department o f Education ____  AGENCY CODE H63

1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

PRIORITY # na PROGRAM NAME: Education Improvement Act - A lloca tion

To provide in fla tio n a ry  adjustments, maintain the Southeastern average teacher sa la ry , provide fo r
School Building Aid, provide formula funding fo r  Teacher and P rinc ipa l Incentives. Expand four-year 
old programs by 350 Slots, re p rin t South Carolina H istory Guide.

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS FUNDS *19.709.386

N o te :T h e  Governor's School fo r Science and Mathematics 1s under the management and control 
of a Board of Trustees (S.C. Code o f Laws, Section 59-48-20)

PRIORITY # i PROGRAM NAME: Governor's School fo r Science and Mathematics

F u l f i l ls  ob liga tion  to increase fa c i l i t ie s  payment (Dormltory/Offlce/Counsel1ng) by In fla t io n  
index - provides o ff ic e  space fo r required s ta f f .

STATE FUNDED
POSITIONS

T0TAL STATE Z .  nC,  TOTAL
POSITIONS FUNDS 552,052 FUNDS 552,052

PRIORITY # 2 PROGRAM NAME: gssm

Fund positions already approved by le g is la tu re . Board o f Trustees A HRM. Develop and provide 
accountab ility /p lann ing  in financ ia l and personnel areas.

STATE FUNDED
POSITIONS

TOTAL STATE 5fifl 170 T O T A L  560 170
POSITIONS FUNDS 560 • 170 FUNDS 560,1

PRIORITY # PROGRAM NAME: gssm

Complete base s ta ff in g  requirements id e n tified  through Board. Provide day-to-day management 
and program development through Assistant D ire c to r, advanced computer in s truc tion /in fo rm a tion  
management through Computer Science Instructor.

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS 590,68*

TOTAL
FUNDS 190,684

PRIORITY # 4 PROGRAM NAME: GSSM

Provide 180 eighth graders advanced science tra in in g  during the summer. Involve other high 
schools and teachers in  program, also colleges and u n ive rs itie s . Promote outreach to  younger 
students and middle-school teachers fo r science.

STATE FUNDED
POSITIONS

TOTAL
POSITIONS » 7,476 FUNDS 588,035

AGENCY TOTALS:
002136

STATE FUNDED
POSITIONS 2 00

TOTAL
L POSITIONS 2 00

STATE
FUNDS 1133,317,001

TOTAL
FUNDS 1153,096,946

FORM 92-R2 Total PAGE NO. 3a



Budget Presentation for school year 1991-92
State Superintendent of Education Charlie G. Williams
Thursday, September 6,1990
2 p.m. - 5:10p.m. Presentation time 3 p.m.-3:30p.m. 
Room 105 Gressette Building

1. Introduction

Governor Campbell, members of the Board and other guests:

The message that I share with you today regarding funding for public education in 
South Carolina is a serious one. There is no doubt that we have made more educational 
progress in the last decade than at any similar period in our history. That progress has 
been made in the face of the reality that a large number of our citizens live their lives in 
poverty. The same quality of life conditions that result from poverty contribute to the high 
rate of infant mortality in our state and also complicate the educational process for too 
many of our children -  estimated to be at least 25 percent of our youth.

South Carolina’s reform initiatives in the Education Improvement Act and Target 
2000 Act stand in sharp contrast to the nation at large because South Carolina has made 
education its top priority. In truth, the reason that we have seen accelerated improvements 
in South Carolina is that the legislative, business and educational leadership made 
education the top priority in programs and funding.

Progress seldom comes easily - and usually requires sacrifice. If we continue to keep 
the education of our children first, then we must be prepared to make critical choices. We 
must fully fund our basic school programs in this state -  the EFA, textbooks and 
transportation. We must make further investments in the ELA and Target 2000 initiatives 
that hold such great promise. If we put our children first, we must provide educational 
programs that will increase learning opportunities for children at risk and provide higher 
academic challenges for all students.

Consistent with the new format for presenting budget requests, the agenda of 
initiatives that I will cover with you today is designed to keep the momentum of 
educational reform vibrant in South Carolina.

II. Educational Goals for the 1990s in South Carolina

Embrace and support activities to pursue the achievement of the national education 
goals, which are:

A. By the Year 2000, all children in America will start school ready to learn.

Strategies: Fully implement parenting programs statewide under the Target 
2000 initiative; serve 100 percent of at-risk children in the EIA program for 
four-year-olds; provide a full-day kindergarten for five-year-olds; and continue 
promoting collaborative efforts between schools and other human resource 
agencies.

B. By the Year 2000, the high school graduation rate will increase to at least 90 
percent.
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Strategies: Develop new programs to ensure academic and vocational 
competencies through an applied or occupationally related approach; 
strengthen and expand EIA initiatives that have yielded the greatest returns in 
academic and occupational achievement; fully fund and implement the dropout 
prevention package in Target 2000; greatly reduce the numbers of students who 
are chronically absent from school.

C. By the Year 2000, every high school graduate will have mastered critical 
concepts and skills in a challenging academic curriculum. All schools will 
ensure that students learn to employ higher order thinking so that they may be 
prepared for responsible citizenship, postsecondary learning, and productive 
employment in our modern economy.

Strategies: Expand current programs in Advanced Placement, Gifted and 
Talented, and Teacher Training in Mathematics, Science, Reading (Critical 
Teaching Needs Program) and Higher Order Thinking. Promote additional 
development of exemplary programs in mathematics, science, and humanities 
courses and increase enrollments in honors courses in all subjects.

D. By the Year 2000, United States students will be first in the world in 
mathematics and science achievement.

Strategies: Set higher student achievement goals, evaluate student progress and 
publicize results; continue successful EIA basic skills remediation programs; 
increase number of students taking AP and upper level science and math 
courses. Provide full college scholarships to S.C. colleges and universities for 
S.C. graduates who excel in math and science.

E. By the Year 2000, every adult American will be literate and will possess the 
knowledge and skills necessary to compete in a global economy and exercise the 
rights and responsibilities of citizenship.

Strategies: Expand workplace programs in business and industry; increase 
tutoring and referral services available in workplace; increase adult enrollment 
in basic, high school, and GED programs; coordinate effectively the 
recruitment, workplace training, literacy efforts statewide; and expand the DSS 
jobs program which requires welfare recipients ages 16-21 to re-enroll in school 
if they have not graduated..

F. By the Year 2000, every school in America will be free of drugs and violence 
and will offer a disciplined environment conducive to learning.

Strategies: Seek solutions in a partnership effort of parents, community 
organizations, churches, and schools. In collaboration with the South Carolina 
Commission on Alcohol and Drug Abuse, we have appointed a broad-based 
task force to analyze the findings of our recent study of 223,663 youth and to 
make recommendations for major statewide action. Mayor Joseph Riley of 
Charleston will chair this effort. Place more emphasis on instructional and 
guidance programs for children in the intermediate and middle school age 
groups; continue to help districts make maximum use of federal Drug Free 
Schools funding; use the special task force to implement the recommendations 
of the Safe Schools Committee and the new "Safe Schools Act of 1990"; create 
community-based programs that acknowledge the relationship between 
community crime and juvenile delinquency and school violence; and expand
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Project DARE in which uniformed police officers teach a 17-week course to 
fifth- or sixth-grade students on how to say no to drugs and drug dealers..

In addition to these national goals, we offer the following goals for South Carolina:

G. Provide the earliest identification of students who have learning deficiencies 
and provide them appropriate instructional programs to meet the challenges of 
the exit exam.

Strategies: Increase statewide efforts for parent support and education; 
strengthen programs for four- and five -year olds; improve the quality of 1-12 
compensatory/remedial education. Programs will focus on student's strengths 
and increase coordination with the regular classroom activities, thus improving 
the general status of compensatory/remedial programs within the school 
environment.

H. Accelerate restructuring of the schooling process to better prepare our children 
for the 1990s and beyond.

Strategies: Encourage more and better school-level decision-making; rethink 
the design and delivery of curriculum and instruction with the goal of 
eliminating educational practices which underestimate the abilities of children; 
foster flexibility and innovation in schools while elevating the teaching 
profession.

I. Re-engage families and communities in the nurturing of children and the 
schooling process.

Strategies: Recognize that the development of our youth is a 24-hour-per-day, 
seven-day-a-week process that is the mutual responsibility of schools, families, 
and communities; help parents become the child's first teacher who shapes a 
curriculum of the family and who supports quality schooling; help parents who 
are in a "cycle of under-education and poverty"; provide children an "even start" 
through early assessment of their physical, social, emotional, and learning 
needs; coordinate community resources to alleviate family conditions that limit 
the potential of children.

J. Support efforts to provide adequate school facilities.

Strategies: Create realistic school facilities standards for an effective
educational environment. (A committee appointed by the State Board of 
Education to study school facility needs is scheduled to make its report to the board 
next Wednesday, September 12.) Develop a funding package to permanently 
address school building programs, and establish a phase-in approach on a 
priority basis.

K. Expand in-school programs designed to prepare an effective work force.

Strategies: Ensure a balanced curriculum that includes career orientation, 
thinking and problem solving skills, computer literacy, academic and vocational 
competencies, employability skills, good health and wellness habits, and 
responsible citizenship.
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L. Expand the pool of academically able students entering the teaching profession.

Strategies: Expand the activities of the South Carolina Teacher Recruitment 
Center and enroll more students, especially minority students, in the Teacher 
Cadet Program. Increase efforts of high school guidance programs to make 
academically talented students aware o fthe positive benefits of a career in the 
teaching profession. Expand efforts of the Critical Needs Alternative 
Certification Program to encourage more individuals with degrees in areas of 
critical teacher shortage to consider teaching as a second career.

M. Expand the use of appropriate technology in our classrooms.

Strategies: Expand the technological capabilities of our schools and districts 
through provision of additional hardware, courseware, and technical assistance; 
identify new courseware related to higher order thinking skills; collaborate with 
colleges and universities to maximize the use of regional and local technology 
resources by public schools.

N. Improve learning opportunities for students in rural schools in South Carolina.

Strategies: Study and address rural school district funding problems. Continue 
South Carolina Teacher Loan Forgiveness Programs to draw new teachers to 
rural areas. Provide advanced courses for rural students through instructional 
television.

O. Continue to re-examine the South Carolina Student Assessment Program

Strategies: The initial purpose of the South Carolina student assessment 
program was targeted at monitoring instructional progress as reflected in 
student achievement. Since the late 1970's, a number of other uses and 
purposes have been imposed on the assessment data. Additionally, over the 
past decade, there have Deen major changes in curricular trends and assessment 
technology. Therefore, continued re-examination of the assessment programs 
and related practices is necessary.

III. Highlights o f the FY 1991-92 Budget Request

Recognizing the projected austere budget year ahead for South Carolina, let me share with 
you the highlights of the Department of Education Budget Request for the year 1991-92.

A. General Fund

1. Full funding for the EFA: $51 million.

This is based on an inflation factor of 5.1% and estimated weighted pupils of 
745,000. This represents an increase of 4,000 students. Staff of the Division 
of Research ana Statistics reported to the State Board of Education recently 
that student enrollment will grow by as much as 69,000 weighted pupil units 
during the decade of the 1990's. The division's staff further adds that growth 
alone could cost from $60 to $95 million additional state dollars per year.

2. Funding of the fringe benefits package: $12.4 million.
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This should produce a state/local funding ratio of 71 percent state and 29 
percent local.

Funding the educational system infrastructure programs:
The three B's -  Books, Buildings and Buses.

a. Textbooks - Textbooks newly adopted for the 1990-91 school year 
were not purchased in five subject areas (oral and written 
composition, Algebra I & II, Geometry, Psychology and General 
Science) due to a lack of state-appropriated funds. The projected cost 
to replace textbooks in these five areas is $9 million.

Sixteen subject areas that are under six-year contracts due to expire at 
the end of the 1990-91 school year have been opened for new
adoptions and will cost an additional $7 million.■P I  M M
total increase of $16 million for new textbooks.

represents a

School Buildings - Many school districts are facing a real crisis in 
terms of providing adequate and appropriate school facilities. As 
mentioned earlier, a copy of the State Board of Education's school 
facilities study will
recommendations.

be forwarded to you along with funding

c. School Buses - The school bus fleet is aging rapidly, with 701 buses 
over 12 years old and 1,684 buses having in excess of 100,000 miles. 
We are requesting $23.6 million to purchase 750 new school buses and 
7.6 million to maintain the school bus program (Driver's salaries, 
parts, gas.) This includes a 3 percent increase for school bus drivers, 
it is heartening to note that, since the transition to the all adult bus 
driver force, total accidents have declined by 31 percent and accidents 
where the school bus driver was at fault have decreased by 45 percent.

Target 2000 - $4.2 million is requested to continue the investment in the 
Target 2000 programs of Parenting, Dropout, Innovation, and Art in 
Education.

Under Public Law 99-457, states are mandated to provide a free appropriate 
public education to all children with handicaps aged three to five years, 
beginning July 1, 1991, or lose all federal funding ior the education of 3, 4 
and 5 year old handicapped children. (Currently, we estimate that to be 
approximately $13 million.) A total of $13.2 million is needed to provide 
programs and transportation for the handicapped students covered under theprograms ano transportation 
new legislative mandate..

Total Requested Increase - General Fund Dollars - $133,096,619.

B. Education Improvement Act - We based our EIA budget request on an estimated 
revenue increase of 6.5% or $19.7 million. From among several critical choices, we 
are proposing the following EIA allocations:

1. The projected southeastern average teacher salary as determined by the 
Division of Research and Statistical Services is $29,762. An increase of $8
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million is needed for the EIA contribution for teachers' salaries and related 
fringe benefits.

2. Five million ($5 million) is requested for the second phase-in of the school 
building bond program.

3. Approximately half a million dollars ($500,000) is requested to expand the 
four-year-old program by 350 students.

4. The remaining $6.2 million in projected revenue growth will be needed to 
maintain all other EIA strategies at their current operating levels, including 
the inflation factor attached to teacher salaries in subject areas like gifted 
and talented and remedial and compensatory education.

IV. Conclusion

If South Carolina is to maintain its economic growth, insure an effective 
workforce for competition in the 1990's and beyond, and resolve its historical 
social problems of poverty, short life expectancy and infant mortality, I would 
submit to you today in all seriousness that the clock is ticking on us as a state. 
The necessity of establishing appropriate priorities for the limited funds 
available has never been more critical.

0 0 2 1 4 2



Educational Television 
Commission

00
21

43



EXH IBIT
H67 - EDUCATIONAL TELEVISION COMMISSION SEP 6 1990 1
Henry J. Cauthen, President and General Manager

STATE BUDGET & CONTROL BOARD

MISSION: ETV is to provide instructional television lessons for use in all the
schools of the state, whether elementary, secondary, institutions 
of higher learning, or technical training facilities.

FISCAL
YEAR

GENERALF UNO
ADJUSTED

APPROPRIATION EXPENDITURE LAPSE
CARRY-

FORWARD

1984-85 14,569,808 14,496,468 23,340 50,000

1985-86 15,439,538 15,392,999 46,539 0

1986-87 15,459,736 15,426,025 33,711 0

1987-88 16,102,750 15,884,815 70,735 147,200

1988-89 18,056,048 17,076,343 70,679 909,026

1989-90 18,962,878 17,954,237 99,616 909,026

1990-91 19,049,740 Not Available Not Available Not Available

INCREASE REQUESTS

RECURRING % INCREASE
NON­

RECURRING TOTAL

1991-92 1,619,967 8.50% 13,965,400 15,585,367

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations. 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Repons
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S outh  C a ro lin a  ETV C om m ission AGENCY CODE H-67

PRIORITY# 1 PROGRAM NAME: 79000001

R e s to r a t io n  o f 1989-90 Base R e d u c tio n . T h is  w ould r e s t o r e  th e  a g e n c y 's  a b i l i t y  to  
p ro v id e  b a s ic  m a in te n a n c e  and  s u p p o r t  o f  th e  e d u c c c io n a l  v id e o  d e l iv e r y  sy s te m .

STATE FUNDED TOTAL STATE TOTAL
POSITIONS 0 POSITIONS 0 FUNDS 368,691 FUNDS 368 ,691

PRIORITY# 2 PROGRAM NAME: T ra n s m is s io n  and R ec e p tio n

To p ro v id e  s y s te m a t ic  re p la c e m e n t o f  h e a d -e n d  e l e c t r o n i c s  fo r  958 s c h o o ls  and 
m a in te n a n c e  o f  400 ITFS r e c e i v e / t r a n s m i t  to w e rs .

STATE FUNDED TOTAL STATE TOTAL
POSITIONS 0 POSITIONS 0 FUNDS 135,625 FUNDS 135 ,625

PRIORITY# 3 PROGRAM NAME: I n t e r n a l  A d m in is tr a t io n

P e rs o n n e l  to  s u p p o r t  s ta t e w id e  t e c h n i c a l  o p e r a t i o n s / d i r e c t i o n ,  p u rc h a s in g , 
c u s t o d i a l  s e r v i c e ,  co m p u te r o p e r a t io n s  an d  a d m in i s t r a t i v e  s u p p o r t .

STATE FUNDED TOTAL STATE TOTAL
POSITIONS POSITIONS 8 FUNDS 261 ,364 FUNDS 2 6 1 ,3 6 4

PRIORITY# 4 PROGRAM NAME: TV, R adio and O th er P ro d u c tio n

To p ro v id e  fu n d s  to  s u p p o r t  th e  e x p a n s io n  o f  th e  p ro d u c t io n  e f f o r t  from  th e  c h i l d  
c a r e  c e n te r  and  the  d ev e lo p m en t and d e l i v e r y  o f  e a r l y  c h ild h o o d  t e l e c o u r s e s  
th ro u g h  th e  S t a t e  T e c h n ic a l  C o lle g e  sy s te m .

STATE FUNDED
POSITIONS

TOTAL
POSITIONS 0

STATE
FUNDS 150 ,000

TOTAL
FUNDS 150 ,000

PRIORITY# 5 PROGRAM NAME: TV, R ad io  and O th e r P ro d u c tio n

To p ro v id e  fu n d s  fo r  p r i n t i n g  s u p p l i e s  c a u se d  by p a p e r c o s t  in c r e a s e s  o v e r s e v e r a l  
y e a r s  a lo n g  w i th  the  r e q u ire m e n t fo r  a d d i t i o n a l  c o u rs e  m a t e r i a l .  Added i n s t r u c t i o n a l  
c o u r s e s  th ro u g h o u t th e  s t a t e  r e q u i r e s  c o n s ta n t  in c r e a s e d  v id e o  ta p e  r e q u ir e m e n ts .
STATE FUNDED TOTAL STATE TOTAL
POSITIONS POSITIONS 0 funds 2 0 0 ,000 funds 200 ,000

FORM 92-R2 PAGE NO.
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S o u th  C a r o l in a  ETV C om m ission__________  AGENCY CODE H-67

PRIORITY #  6 PROGRAM NAME: I n t e r n a l  A d m in is t r a t io n

To p ro v id e  fu n d s  in  te le p h o n e ,  f r e i g h t ,  p o s ta g e ,  and o f f i c e  s u p p l i e s  to  cope w ith  
e v e r  i n c r e a s in g  c o s t s  o v e r  s e v e r a l  y e a r s  o f  i n f l a t i o n ,  a lo n g  w ith  in c r e a s e d  
demands on s e r v i c e s .
STATE FUNDED
POSITIONS 0

TOTAL
POSITIONS 0

STATE
FUNDS 106 ,000

TOTAL
FUNDS 106 ,000

PRIORITY # PROGRAM NAME: T ra n s m is s io n  an d  R e c e p tio n

To p ro v id e  fu n d s  to  r e p la c e  t r a n s m i t t e r  power a m p l i f i e r s .  These power a m p l i f i e r s  
a re  th e  h e a r t  o f  a TV t r a n s m i t t e r .  A ls o , fu n d s  r e q u ir e d  due to  in c r e a s e d  c o s t s  
o f  t e c h n i c a l  s u p p l i e s ,  re p la c e m e n t b o a rd s  and o th e r  e l e c t r o n i c  r e p a i r  m a t e r i a l s .
STATE FUNDED
POSITIONS 0

TOTAL
POSITIONS 0

STATE
FUNDS 1 8 5 ,600

TOTAL
FUNDS 185 ,600

PRIO RITY# 8 PROGRAM NAME: TV, R adio and O th e r  P r o d u c t io n

To p ro v id e  te le c o m m u n ic a tio n  s e r v i c e s  and s t a f f  to  m eet op en  and c lo s e d  c i r c u i t  
t u t o r  t r a i n i n g  re q u ir e m e n ts  o f  S outh  C a r o l i n a ’ s h a l f - m i l l i o n  a d u l t  i l l i t e r a t e s .

STATE FUNDED
POSITIONS 3

TOTAL STATE TOTAL
POSITIONS 3 FUNDS 21 2 ,6 8 7  FUNDS 2 1 2 ,6 8 7

PRIORITY# PROGRAM NAME:

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS FUNDS

PRIORITY# PROGRAM NAME:

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS FUNDS

AGENCY TOTALS:
002 1 4 6

STATE FUNDED 
POSITIONS 11

TOTAL
POSITIONS 11

STATE
FUNDS 1 ,6 1 9 ,9 6 7

TOTAL
FUNDS 1 ,6 1 9 ,9 6 7
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AGENCY NAME S ou th  C a ro lin a  ETV C om m ission ______  AGENCY CODE H-67

1991-92 BUDGET REQUEST SUMMARY
(NON-RECURRING)

(The following information has been supplied by the agency.)

PRIORITY# l PROGRAM NAME: T ra n s m is s io n  and  R ecep tio n

To p ro v id e  12 v id e o  c h a n n e ls  to  150 s i t e s  f o r  h ig h e r  e d u c a t io n ,  s t a t e  a g e n c ie s ,  
and o th e r  s t a t e  n e e d s .

STATE FUNDED , (4
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FINDS 7 ,9 5 0 ,0 0 0

TOTAL
FUNDS 7 ,9 5 0 ,0 0 0

PRIORITY# 2 PROGRAM NAME: T ra n s m is s io n  and R ec e p tio n

C o n t in u a t io n  o f th e  ITFS sy stem . T h is  w i l l  p ro v id e  s e r v ic e  to  B e rk e le y , H orry , 
D o r c h e s te r ,  C h e s t e r f i e l d ,  L a n c a s te r  and R ic h la n d  D i s t r i c t  2 s c h o o ls .

STATE FUNDED .
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 4 ,0 0 0 ,0 0 0

TOTAL
FUNDS 4 ,0 0 0 ,0 0 0

PRIORITY# 3 PROGRAM NAME: T ra n s m is s io n  & R e c e p tio n

M atch ing  fu n d s  f o r  re p la ce m e n t a n d /o r  a d d i t i o n  o f  t e l e v i s i o n  r e c e i v e r s  and
VCR’s f o r  l o c a l  p u b l ic  s c h o o ls .

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 1 ,0 0 0 ,0 0 0

TOTAL
FUNDS 1 ,000 ,000

PRIORITY# 4 PROGRAM NAME: T ra n s m is s io n  and R e c e p tio n

To p ro v id e  sy s te m s  to  d i s t r i b u t e  t e l e v i s i o n  s i g n a l s  to  c la s s ro o m s  w i th in  sch o o l 
b u i ld in g s  e a c h  y e a r  c o m p le tin g  s e r v ic e  to  a l l  e le m e n ta ry  s c h o o ls  w ith in  th re e  
y e a r s .

STATE FUNDED
POSITIONS N/A

TOTAL .
POSITIONS N/A

STATE
FUNDS 725 ,000

TOTAL
FUNDS 7 25 ,000

PRIORITY# 5 PROGRAM NAME: T ra n s m is s io n  and R ec e p tio n

To p ro v id e  fu n d s  on a o n e -tim e  b a s i s  to  pay f o r  th e  DIRM F ib e r  O p tic  System  which 
m ust be in  p la c e  p r io r  t o  sch ed u led  move in to  new f a c i l i t y .  F u tu re  c o s t s  w i l l  be 
a b so rb e d  by r e n t  s a v in g s .

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 159 ,400

TOTAL
FUNDS 159,400

AGENCY TOTALS:
002147

STATE FUNDED k I , 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS
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1991-92 BUDGET REQUEST SUMMARY 
(NON-RECURRING)

(The following information has been supplied by the agency.) 

AGENCY NAME S outh  C a ro l in a  ETV C om m ission AGENCY CODE H-67

PRIORITY# 6 PROGRAM NAME: T ra n s m is s io n  and R ec e p tio n

To r e p la c e  r o o f s  a t  fo u r  t r a n s m i t t e r  s i t e s .  The b u i ld in g s  a re  up to  23 y e a r s  
o ld  and house eq u ip m e n t.

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 4 3 ,0 0 0

TOTAL
FUNDS 4 3 ,0 0 0

PRIORITY# 7 PROGRAM NAME: T ra n s m is s io n  and R ec e p tio n

Equipm ent r e p la c e m e n t in  th e  ITFS d u p l i c a t i n g  c e n t e r  t h a t  i s  s i x  y e a r s  o ld .  T h is  
c e n te r  w i l l  be r e q u i r e d  to  d u p l ic a te  a p p r o x im a te ly  9 ,7 9 0  le s s o n s  p e r y e a r .

STATE FUNDED
POSITIONS N/A

TOTAL .
POSITIONS N/A

STATE
FUNDS 8 8 ,0 0 0

TOTAL
FUNDS 8 8 ,0 0 0

PRIORITY# PROGRAM NAME:

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

PRIORITY # PROGRAM NAME:

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

PRIORITY # PROGRAM NAME:

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

AGENCY TOTALS:
002148

STATE FUNDED wT/ 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 1 3 ,9 6 5 ,4 0 0

TOTAL
FUNDS 1 3 ,9 6 5 ,4 0 0
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H87 ■ STATE LIBRARY
James B. Johnson, Jr,, Director

E X H IB IT
SfP 6 1990 ,

«AI£ BUDGET 4  CONTROL BQ^

MISSION: The State Library is to service the educational, informational, cultural,
and recreational needs of the people of South Carolina. It strives to 
improve library services throughout the State and to ensure that all 
citizens have access to library and information resources adequate to 
meet their individual needs.

GENERAL FUND
FISCAL ADJUSTED CARRY-
YEAR APPROPRIATION EXPENDITURE LAPSE FORWARD

1984-85 4,866,534 4,624,484 0 242,050

1985-86 5,238,757 5,072,403 2,854 163,500

1986-87 5,060,771 5,030,186 510 30,075

1987-88 5,315,679 5,055,593 86 260,000

1988-89 5,663,299 5,599,741 0 63,558

1989-90 5,990,336 5,990,335 1 0

1990-91 6,003,326 Not Available Not Available Not Available

INCREASE REQUESTS
NON-

RECURRING % INCREASE RECURRING TOTAL

1991-92 2,117,410 35.27% 116,625 2,234,035

NOTE: The adjusted appropriation is equal to the original appropriation plus 
appropriations brought forward, special acts, supplemental appropriations. 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S o u th  C a r o l in a  S ta te  L ib r a r y _____________  AGENCY CODE H87______

PRIORITY# i PROGRAM NAME: L ib r a r y  S e r v ic e s

To m a in ta in  c u r r e n t  s e r v i c e  l e v e l s  w h ile  m e e tin g  th e  in c r e a s in g  demand fo r  
s e r v i c e  in f o r m a t io n .

STATE FUNDED
POSITIONS 2

TOTAL
POSITIONS

STATE
FUNDS $ 1 0 1 ,5 5 6

TOTAL
FUNDS $101 ,556

PRIORITY # 2 PROGRAM NAME: L ib r a r y  D evelopm ent

To p ro v id e  fu n d in g  to  s u p p o r t  th e  e f f o r t s  o f  th e  S t a t e  L i b r a r y ’ s C h i ld r e n 's  
C o n s u l ta n t  to  d e v e lo p  p ro g ram s c r e a t i n g  an  a p p r e c i a t i o n  o f  r e a d in g  in  th e  C h ild re n  
o f  S o u th  C a r o l in a .  T h is  can  be d e s c r ib e d  a s  an  I l l i t e r a c y  P re v e n t io n  Program .

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS $ 5 0 ,0 0 0  FUNDS $50,000

PRIORITY# 3 PROGRAM NAME: A d m in is t r a t io n

To p ro v id e  fu n d s  f o r  b a s ic  o p e r a t in g  e x p e n se s  -  th o s e  ite m s  n e c e s s a ry  to  m a in ta in  
s e r v i c e s  a t  an a c c e p ta b le  l e v e l  -  w hich  have been  re d u c e d  due to  b u d g e t 
r e d u c t io n s .

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS $ 4 6 ,0 0 0  FUNDS $ 46 ,000

PRIORITY# 4 PROGRAM NAME: A d m in is t r a t io n

To i n i t i a t e  a p rogram  to  r e c r u i t  m i n o r i t i e s  i n t o  th e  l i b r a r y  p r o f e s s io n  and 
a d d re s s  th e  s e r io u s  la c k  o f  m in o r i ty  p r o f e s s i o n a l  l i b r a r i a n s  em ployed by
S ou th  C a r o l in a  l i b r a r i e s .

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS $ 5 ,0 0 0  FUNDS $ .5 ,0 0 0

PRIORITY# PROGRAM NAME: L ib r a r y  D evelopm ent

To in c r e a s e  S t a t e  Aid to  c o u n ty  l i b r a r i e s  to  $ 1 .5 0  p e r  c a p i t a  w ith  a i^Lnimuni 
g r a n t  o f  $ 1 5 ,0 0 0  p e r  c o u n ty . OQZISX

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS S I . 4 1 4 .8 5 4  FUNDS s i  414 psd

FORM 92-R2 PAGE NO.



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY CODE H 87AGENCY NAME S o u th  C a r o l in a  S t a t e  L ib r a r y

AGENCY TOTALS: 0021 5 2
STATE FUNDED 
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $ 2 ,1 1 7 ,4 1 0

TO TAL
FUNDS $ 2 ,1 1 7 ,4 1 0

FORM 92-R2 Total PAGE NO. a



1991-92 BUDGET REQUEST SUMMARY 
(NON-RECURRING)

(The following information has been supplied by the agency.) 

AGENCY NAME S o u th  C a r o l in a  S ta te  L ib r a r y ___________  AGENCY CODE n a i

PRIORITY# ! PROGRAM NAME: L ib r a r y  S e rv ic e s

To p ro v id e  a d e q u a te  s o f tw a re  f o r  th e  S o u th  C a r o l in a  N etw ork and h a rd w are  to  re p la c e  
a g in g  e q u ip m e n t. T h is  r e q u e s t  w i l l  e n a b le  th e  S t a t e  L ib r a r y  to  add  f u n c t i o n a l i t y  
to  th e  SCLN, m aking a t  more r e s p o n s iv e  to  u s e r  n e e d s .

STATE FUNDED . . . .  
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS $ 6 6 ,6 2 5

TOTAL
FUNDS $ 6 6 ,6 2 5

PRIORITY# 2 PROGRAM NAME: L ib r a r y  S e r v ic e s

To p u rc h a s e  a p p r o p r i a t e  m a t e r i a l s  to  s e r v e  h ig h  s c h o o l  l i b r a r i e s  th ro u g h  th e
S o u th  C a r o l in a  L ib r a r y  N etw ork .

STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS $ 5 0 ,0 0 0

TOTAL
FUNDS $ 5 0 ,0 0 0

PRIORITY # PROGRAM NAME:

STATE FUNDED 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

PRIORITY # PROGRAM NAME:

STATE FUNDED 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

PRIORITY # PROGRAM NAME:

STATE FUNDED KT. 
POSITIONS N/A

TOTAL V /A
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

AGENCY TOTALS: 002153
STATE FUNDED
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS $11 6 ,6 2 5

TOTAL
FUNDS $ 1 16 ,625
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H91 - ARTS COMMISSION
Scott Sanders. Executive Director

e x h ib it
SEP 6 1990 I

J I A f t  8UOGET & CONTROL BOARD

MISSION: The Commission is to join with private patrons, institutions, and professional
organizations concerned with the arts to advance as an integral pan of the 
of the lifelong learning process in South Carolina schools, colleges, and other 
educational settings; to support and stimulate the development of quality 
arts throughout the State; to encourage, nurture, and support South Carolina 
artists; and preserve the cultural heritage of the State.

FISCAL
YEAR

GENERAL FUND
ADJUSTED

APPROPRIATION EXPENDITURE LAPSE
CARRY­

FORWARD

1984-85 2,287,651 1,971,450 9,130 307,071

1985-86 2,582,958 2,582,938 20 0

1986-87 2,795,179 2,795,151 28 0

1987-88 2,859,243 2,818,263 980 40,000

1988-89 3,231,159 3,194,798 0 36,361

1989-90 3,540,177 3,540,177 0 0

1990-91 3,777,202 Not Available Not Available Not Available

INCREASE REQUESTS

RECURRING % INCREASE
NON­

RECURRING TOTAL

1991-92 1,185,000 31.37% 0 1,185,000

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations. 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME South Carolina A rts  Commission______  AGENCY CODE H-91

PRIORITY # PROGRAM NAME: A dm in is tra tion  - Computer

Provide funds to repay a loan fo r  replacement o f the A rts  Commission’ s eleven-year 
o ld  computer system and to purchase necessary software.

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE „  . . .
FUNDS 60,000

total
FUNDS 60,000

PRIORITY # PROGRAM NAME: Statewide A rts Services - Education
Provide funding: to support a rts  curricu lum  research and eva lua tion ; fo r  grants to
schools/school d is t r ic ts  to  create p i lo t  A rts  in  Basic Curriculum programs; and fo r  
a r t is t  residencies and performances; and to  CQordinate pro fessiona l development fo r  
a r t is t s ,  a rts  o rgan iza tions , and educational in s t i tu t io n s .
state funded
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS 150,000 FUNDS 150,000

PRIO RITY# PROGRAM NAME: Statewide A rts  Services - ^ ^ ra m s

South C aro lina ’ s Arts Development Grant Investment Fund w i l l :  increase the matchinc
grant funds being a lloca ted  in  South Carolina by 23 cents per person: wi 11 generate' 
52 m il l io n  in new matching loca l investments from businesses, in d iv id u a ls , rounda- 

advances in  the q u a lity  o f l i f e  and economic
state Funded
positions

TOTAL STATE TOTAL
POSITIONS FUNDS 800,000 funds 800,000

PRIORITY # 4 PROGRAM NAME: Statewide A rts  Services - Design A rts
Provide funds fo r  grants and services to  help 15-20 South Carolina communities
become more liv a b le  and economically com petitive  through b e tte r design o f th e ir  
physical environment.

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS 75,000 FUNDS 75,000

PRIORITY# PROGRAM NAME: S ta te w id e  A r ts  S e r v ic e s  - s o o le to

Support expanded marketing o f the Spoleto F e s tiv a l, USA worldwide.

STATE FUNDED
POSITIONS

TOTAL STATE nnn TOTAL . . .  nn .
POSITIONS FUNDS 1 0 0 ,0 0 0  FUNDS lUU.UUU

002156
A G E N C Y  T O T A L S :
1 STATE FUNDED TOTAL STATE TOTAL
1 POSITIONS POSITIONS n FUNDS 1 ,1 3 5 ,0 0 0 FUNDS 1 ,1 8 5 .0 0 0

FORM 92-R2 Total PAGE NO. 1
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H79 - DEPARTMENT OF ARCHIVES & HISTORY
George L. Vogt, Director

EX H IB IT
SEP 6 1990 1

STATE BUDGET & CONTROL BOARD

MISSION: The Department is to preserve and promote the documentary and cultural
heritage of the State.

GENERAL FUND
FISCAL ADJUSTED CARRY-
YEAR APPROPRIATION EXPENDITURE LAPSE FORWARD

1984-85 3,275,337 3,160,805 1,532 113,000

1985-86 3,681,999 3,417,814 24,185 240,000

1986-87 3,762,157 3,761,488 669 0

1987-88 3,714,149 3,662,356 29,654 22,139

1988-89 3,951,405 3,873,008 32,036 46,361

1989-90 4,216,407 4,120,247 49,799 46,361

1990-91 4,309,715 Not Available Not Available Not Available

INCREASE REQUESTS
NON-

RECURRING % INCREASE RECURRING TOTAL

1991-92 366,598 8.51% 356,025 722,623

NOTE: The adjusted appropriation is equal to the original appropriation plus 
appropriations brought forward, special acts, supplemental appropriations, 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports

0 0 2 1 5 8



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S .C . D epartm en t o f  A rc h iv e s  & H is to ry  AGENCY CODE H79

PRIORITY# 1 PROGRAM NAME: A d m in is t r a t io n  and  P la n n in g

Funds t o  e s t a b l i s h  new c l a s s i f i c a t i o n  sy stem  f o r  a r c h i v i s t s ,  r e c o r d s  a n a l y s t s ,  
and h i s t o r i c  r e s o u r c e  c o o r d i n a t o r s .

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $ 1 0 8 ,2

TOTAL
FUNDS $108,2:

PRIORITY # PROGRAM NAME: P u b l ic  P rogram s

Funds to  c o n t in u e  th e  D e p a r tm e n t’ s p u b l i c a t i o n s  p rog ram s and to  c o sp o n so r  th e  
p u b l i c a t i o n  o f  th e  S .C . H i s t o r i c a l  M agazine .

STATE FUNDED . 
POSITIONS

TOTAL 0
POSITIONS

STATE $ 4 5 ,0 0 0  
FUNDS

TOTAL $ 45 000 
FUNDS

PRIORITY # PROGRAM NAME: A rc h iv e s  and R eco rd s  Management

To p ro v id e  s t a f f  and com puter c a p a b i l i t y  t o  en h an ce  managem ent o f  s t a t e  agency  
e l e c t r o n i c  in fo r m a t io n  s y s te m s .

STATE FUNDED
POSITIONS

TOTAL
POSITIONS FUNDS S 36*637

TOTAL
FUNDS 5 3 6 -63

PRIORITY# 4 PROGRAM NAME: A d m in is t r a t io n  and P la n n in g

To h i r e  a Q u a l i ty  Im provem ent C o o r d in a to r .

STATE FUNDED
POSITIONS 1

TOTAL
POSITIONS

STATE
FUNDS $ 3 4 ,2

TOTAL
FUNDS $ 3 4 ,2

PRIORITY# PROGRAM NAME: A rc h iv e s  and R eco rd s  Management

P ro v id e  f o r  e x p a n s io n  i n t o  new ly a v a i l a b l e  r e c o r d s  s to r a g e  a r e a  f o r  s e r v i c in g  
o f  s t a t e  a g e n c ie s .  OOZ1S«>

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $ 2 2 2 ,6

TOTAL
FUNDS $222 ,6^

FORM 92-R2
0 0 0 0 0 1  

PAGE NO._______



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S .C . D ep artm en t o f  A rc h iv e s  & H is to r y  AGENCY CODE H79

AGENCY TOTALS:
0 0 2 1 6 0

STATE FUNDED 
POSITIONS 4

FORM 92-R2 Total

TO TAL
POSITIONS

STATE
FUNDS $ 5 5 4 ,3 5 2

TOTAL 
FUNDS $55-

PAGE NO.

n
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1991-92 BUDGET REQUEST SUMMARY 
(NON-RECURRING)

(The following information has been supplied by the agency.) 

AGENCY NAME S .C . D ep artm en t o f  A rc h iv e s  & H is to r y  AGENCY CODE H79

PRIO RITY# i PROGRAM NAME: A rc h iv e s  an d  R eco rd s  M anagem ent

S p e c ia l i z e d  c o n s u l t i n g  to  e v a lu a t e  a u to m a tio n  n e e d s .

STATE FUNDED . . . .  
POSITIONS N /A

TOTAL
POSITIONS N/A

STATE
FUNDS $ 1 8 ,0

TOTAL
FUNDS $ 1 8 ,0

PRIO RITY# 2 PROGRAM NAME: A rc h iv e s  and  R eco rd s  M anagem ent

P ro v id e  fo r  p u rc h a s e  o f  p e r s o n a l  co m p u te rs  and  s o f tw a re  to  a u to m a te  key A rc h iv e s  
f u n c t i o n s .

STATE FUNDED 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATF
FUNDS $ 3 7 ,0 9 6

TOTAL
FUNDS $ 36 ,096

PRIO RITY# 3 PROGRAM NAME: A rc h iv e s  and R eco rd s  M anagem ent

R ep lac e  and  a c q u i r e  m ic ro f i lm  and c o n s e r v a t io n  eq u ip m en t

STATE FUNDED TOTAL STATE TOTAL |
POSITIONS N/A POSITIONS N/A FUNDS $103 ,065 FUNDS $103 ,065

PRIO RITY# 4 PROGRAM NAME: A d m i n i s t r a t i o n  a n d  P l a n n i n g

R ep lac e  a g in g  v e h ic l e  w ith  new c a r .

STATE FUNDED .
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS $ 1 0 ,1 1 0

TOTAL
FUNDS $ 10 ,110

PRIORITY # PROGRAM NAME:

STATE FUNDED KI/ 
POSITIONS N/A

TOTAL ^ T/
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

002161
AGENCY TOTALS:

STATE FUNDED WT/ 
POSITIONS N /A

TOTAL
POSITIONS N/A

STATE
FUNDS $ 1 68 ,271

TOTAL
FUNDS $ 1 6 8 ,2 7

FORM 92-R2 NR PAGE N<X
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Introduction

*9
12

00

The strategic plan sets forth limited goals to be accom­
plished within a period of time that allows accurate forecasts 
of resources and needs. The list is not comprehensive; it 
represents the most important achievements to fulfill the 
mission, given known environmental circumstances. The 
plan assumes some reallocation of staff and resources, 
continuation of regular programs and functions, and aug­
mentation of resources through grants and appropriations.

Through performance evaluations, regular meetings of 
division heads, planning retreats, surveys of staff and con­
stituencies, and Commission review, the planning group 
monitors implementation of the plan and changing 
environmental conditions. The plan is revised annually and 
extended forward in time.

The formal planning process began in September 1987 
with training in strategic planning and the appointment of a 
planning team composed of the director, division directors, 
the chairman of die Commission, and selected staff 
members. The director also appointed staff committees to 
gather background information on the department and its 
constituents’ needs and to conduct a thorough opinion 
survey of the entire staff. The department employed four 
consultants, one each to review publications/outreach and 
coordination of archives and records management 
programs, and a two-person team to evaluate technical 
needs, particularly computer systems.

In February 1988, the planning team met with die 
Commission and a meeting facilitator to develop a mission 
statement and formulate strategic goals. Using these, the 
planning team worked through March and April to produce 
a more detailed strategic plan. The entire staff was given 
various opportunities to comment upon die process and 
developing plan. The team presented the plan to the 
Commission in July 1988 for adoption. After making minor 
changes, the Commission adopted the plan.

The plan as adopted and revised in the spring of 1989 
contained detailed work plans for each of the objectives. 
Both the staff and Commission found this format difficult to 
use and revise; accordingly, the 1990 revision makes several 
key changes: the presentation of goals and objectives is 
more graphic than textual; time lines are shortened from 
three to two years; all implementation strategies are 
banished to the divisions’ annual work plans, which are not 
part of the strategic plan; and several goals and numerous 
objectives have been altered, inserted, or deleted to reflect 
accomplishments of the past two years and changing needs. 
In particular, the addition of Goal 6 (Quality Improvement) 
reflects the importance of the QI process to die success of 
participative management in die agency. One of the 
original goals, pertaining to the (Commission’s roles and 
duties, was accomplished and dropped from this revision.

2



Planning process diagram
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Mission statement
To preserve mid promote the documentary and adtural heritage of the state

The agency accomplishes this through professional records, historic preservation, 
and public awareness programs.

These programs are authorized by the South Carolina Archives Act of 1954, die 
South Carolina Public Records Act of 1973, the National Historic Preservation Act 
o f 1966, the Rehabilitation Tax Credit provision of the Federal Tax Reform Act of 
1986, and the Soudi Carolina Historic Preservation Tax Incentive Act of 1990, and 
their amendments.

South Carolina Archives and History Commission
Adopted July 29, 1988 (Amended June  75, 1990)
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COAL 1: Address staff morale, pay, training problems (E)

PRIORITY CODES:
M = Mandatory (law or appropriation) E = Essential VHD = Very Highly Desirable D ■ Desirable

OBJECTIVES

A. Implement general training program
Revise training plan 

Implement training plan 

Computer-user training

B. Establish career track system
Seek additional funding

Review of draft PDs

Obtain DHRM approval 

Establish action priorities 

Implement (as funds permit)

C. Continue whole-agency review 
o f classifications/grades

Establish sequence, implement

D. Conduct staff and constituent survey

E. Improve departmental 
communications

1 9 9 0 1991 1991

KEY TO  PROJECTS
Begin □

O ngo ing ►
Com plete ■

1 9 9 2
|u /A u/Se/O c/N o/D e | Ja/Fe/Mar/Ap/Ma/Ju

I

■ I
I

Ju/Au/Se/Oc/No/De Ja/Fe/M ar/Ap/M a/Ju

o -

I □ —

o -

□ -------------------
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KEY TO PROJECTS
Begin □

O ngo ing ►
C om plete ■

OBJECTIVES 1990 1991 1991 1992
Ju/Au/Se/Oc/No/De Ja/Fe/Ma/Ap/Ma/Ju

1
Ju/Au/Se/Oc/No/De 1 |a/Fe/M a/Ap/M a/|u

1
A. Obtain legislation protecting

1
|

1
1

state-owned historic properties 1 1
Draft legislation D - - ■ I

1
1
1

Introduce/lobby passage □ ------------ ----------- ■
1

1
1

B. Develop mechanism to  support a 1 1
local records regrant program 1

Draft legislation □ — ------- ■ 1

Introduce/lobby passage
1
1

□ ------------- 1

C. Issue internal procedures documents 1 1

Procurement manual ■ 1
1

1
1

Requisition information ■ 1
1
I

1
1
1 ....................
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COAL 3: Strengthen archival and records management programs (E) KEY TO PROJECTS
Begin □

O ngo ing ►
Com plete ■

1 9 9 21 9 9 0  1991  1991
Ju/Au/Se/Oc/No/De I Ja/Fe/Mar/Ap/Ma/Ju Ju/Au/Se/Oc/No/De I Ja/Fe/Mar/Ap/Ma/Ju

(-------------Approval of Regulations-

□ -------------- ---------------------------------------

PRIORITY CODES:
M  s Mandatory (law or appropriation) E = Essential VHD = Very Highly Desirable D » Desirable

n  □  

u  l_
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COAL 4: Improve outreach efforts (VHD)

PRIORITY CODES:
M » Mandatory (law or appropriation) E « Essential VHD « Very Highly Desirable D » Desirable

OBJECTIVES 1990 1991

KEY TO  PROJECTS
Begin □

O ngo ing ►
C om plete ■

1 9 9 21991

Ju/Au/Se/Oc/No/De 1
1

Ja/Fe/Mar/Ap/Ma/Ju Ju/Au/Se/Oc/No/De 1
1

Ja/Fe/Mar/Ap/Ma/Ju

A. Develop a public relations plan □ -----------------■
1
1
1

1
1

B. Develop plan fo r courting new
1
1

1
I

constituencies □ ---------------------------
1 1

C. Strengthen publications program 1
1 n _ _

1

Evaluate/improve newsletters 1
1

lj— —’
1 ■

Develop preliminary marketing
1
1

1
1

strategy □ — ■ 1 1
1

Review, refine marketing strategy
1
1 □ — ■

1
1

Build publications backlist □ ---------------------------
1

1

1

D. Revise mailing list systems □ --------------------------
1
------------ a 1

1

E. Revise historical markers program
1
1 1

Prepare budget request
•

■ 1
1

1

Revise, reprint guidelines □ -------------■
1
1

1
1

Begin state funding for Category A
1
1

1
1

markers 1
1

■ 1
1

002170
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COAL 5: Address physical plant needs

C. Construction of new headquarters 
building (Priority E)

Site review/tentative selection

PRIORITY CODES:
M » Mandatory (law or appropriation) E *  Essential VHD = Very Highly Desirable D ■ Desirable

OBJECTIVES

A. Refit new Records Center space 
(Priority E)

Develop implementation plan

Renovations, move in

B. Relocate Grants & Local Assistance 
and staff to new quarters 
(Priority VHD)

Develop implementation plan 

Procure space, move in

Program planning (assuming funds 
available)

Create non-profit foundation

Request, lobby for bond money

Architect selection, design

D. Restoration of Senate S t exterior 
(Priority D)

1990 1991 1991

KEY TO PROJECTS
Begin □

O ngo ing ►
Com plete ■

1 9 9 2
lu/Au/Se/Oc/No/De 1 Ja/Fe/Mar/Ap/Ma/|u

1
Ju/Au/Se/Oc/No/De 1 |a/Fe/Mar/Ap/Ma/|u

1
1

_________ ■  1
1

1
1
1

1
1
1

1
1
1
1

1
_  1

1

1
1
1
1

□---------- ■
1
1

1
1
1

1
□ ---------------------- ■  |

1

1
1
1
11

O -
1

1
1
1

□ ----------- ■
1

1
1
11

□ --------------------------------------------- ■
1
1

1
1
I

□ ----------------------------7
11

£ i i►
1
1

J



COAL 6: Strengthen the Quality Improvement process (VHD)

PRIORITY CODES:
M « Mandatory (law or appropriation) E = Essential VHD » Very Highly Desirable D *  Desirable

KEY TO  PROJECTS 
Begin D
O ngo ing  ►

C om plete

OBJECTIVES

A. Recruit Ql coordinator 
(assuming funds available)

B. Improve inform ation, tra in ing
Revise, reprint Ql materials 

Train managers in Ql techniques 

Improve Ql information systems

C. Develop standards and 
measurements of program 
effectiveness

Train staff in techniques 

Implement

1 9 9 0  1991____________  1991
lu/Au/Se/Oc/No/De I ja/Fe/Mar/Ap/Ma/Ju

1992
ju/Au/Se/Oc/No/De I |a/Fe/Mar/Ap/Ma/|u 

I 
I 
I

I

□ ------------------------------------------------------------------------------------------ 1 --------------------------

□ -------------

------------------------------ *

§



COAL 7: Address department's technological needs

PRIORITY COOES:
M = Mandatory (law or appropriation) E « Essential VHD = Very Highly Desirable D » Desirable

KEY TO PROJECTS 
Begin Q
O ngo ing ►

Com plete I

OBJECTIVES 1990_________  1991_________ 1991__________ . 1992
Ju/Au/Se/Oc/No/De Ja/Fe/Mar/Ap/Ma/Ju |u/Au/Se/O</NoZDe |a/Fe/Mar/Ap/Ma/|u

A. IBM System 36 (Priority E)
Assess SASS and alternatives □ ---------------------------- 1

I- ™

1
1
1
1

1
1

B. Microcomputers (Priority VHD)
Develop guidelines/standards for
SCDAH PCs and software □ ----------- ■

1
1
1
1

Train DCS, DR staff for micro­
computers and networks □ ------------------------

1
I

1
1

1

-

1
1
1

Computerize Historic Preservation 
mapping data

1
1 h

1

C. Conduct departm ent-w ide com puter 
needs assessment

DIRM functional needs analysis □ ----------- ■

1
1
1

1
1
1
1

Specialized consulting (assuming 
funds available) FT— .

1
1 —

1
1

1 1

Develop capital funding request
! ■ 1

1

002173
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e x h ib it
H75 - SCHOOL FOR THE DEAF & THE BLIND SEP 6 1990 ,
Joseph P. Finnegan, Jr., President mm  BU0G£T * CO«T«X. SOARD

MISSION: The School for the Deaf & the Blind is to provide quality comprehensive
educational, vocational, and developmental services to deaf, blind, and 
multi-handicapped individuals, in order that they may achieve their greatest 
potential of independence; and to serve as a resource center providing 
leadership, information, and technical assistance to organizations and 
individuals concerned with services to handicapped people.

FISCAL
YEAR

GENERAL FUND
ADJUSTED

APPROPRIATION EXPENDITURE LAPSE
CARRY­

FORWARD

1984-85 8,227,654 8,080,698 11,956 135,000

1985-86 8,968,949 8,878,949 0 90,000

1986-87 9,305,654 9,244,152 31,502 30,000

1987-88 9,506,325 9,448,325 0 58,000

1988-89 10,161,840 10,052,986 0 108,854

1989-90 10,615,060 10,615,060 0 0

1990-91 10,622,829 Not Available Not Available Not Available

INCREASE REQUESTS

RECURRING % INCREASE
NON­

RECURRING TOTAL

1991-92 2,073,603 19.52% 828,176 2,901,779

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations, 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME South Carolina School f / t  Deaf & B lind  AGENCY CODE H75

PRIORITY# 1 PROGRAM NAM E: A dm in is tra tion  A Physical Support

Restore base budget to s u f f ic ie n t  leve l to continue e x is tin g  programs.

STATE FUNDED ! TOTAL STATE TOTAL
POSITIONS 18 POSITIONS 18 FUNDS $554,172 FUNDS S 554,172

PRIORITY# PROGRAM NAME: Support Services & Outreach

Provide funds fo r  comprehensive educational services to the 3 and 4 year 
sensory impaired popula tion. $153,000 is  a non recu rring  expense fo r  equipment.

STATE FUNDED TOTAL STATE TOTAL
POSITIONS 34 POSITIONS 43 FUNDS SI ,638,431 FUNDS $2,884,073

PROGRAM NAME: A d m in is t r a t io n  & P h y s ic a l S u p p o rtPRIORITY#

Increase in  operating expense fo r S. C. Association fo r  the Deaf.

STATE FUNDED TOTAL STATE TOTAL
POSITIONS POSITIONS FUNDS $34,000 FUNDS $34,000

PRIORITY# PROGRAM NAME:

STATE FUNDED TOTAL STATE TOTAL
1 POSITIONS POSITIONS FUNDS FUNDS

PRIORITY # PROGRAM NAME:

•

STATE FUNDED
1 POSITIONS

TOTAL
POSITIONS

STATE
FUNDS

TOTAL
FUNDS

AGENCY TOTALS: 002175
STATE FUNDED
POSITIONS

TOTAL
POSITIONS

S  $2,226,603 FUNDS $3,472,245

FORM 92-R2 Total PAGE NO.__ I
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1991-92 BUDGET REQUEST SUMMARY 
(NON-RECURRING)

(The following information has been supplied by the agency.)

AGENCY NAME South C arolina School f / t  Deaf & B lind  AGENCY CODE H75________

P R IO R ITY # 1 PROGRAM NAM E: A dm in is tra tion  & Physical Support

Provide funds fo r  replacement of veh ic les .

STATE FUNDED TOTAL STATE TOTAL
POSITIONS N/A POSITIONS N/A FUNDS $ 266,500 FUNDS $ 266,500

I P R IO R ITY # 2 PROGRAM NAM E: A dm in is tra tion  & Physical Support

Provide funds fo r replacement o f equipment.

STATE FUNDED TOTAL STATE TOTAL
POSITIONS N/A POSITIONS N/A FUNDS $ 1 8 6 ,6 7 9 FUNDS S 1 8 6 ,6 7 9

P R IO R ITY # 3 PROGRAM NAME: A dm in is tra tion  & Physical Support

Provide funds fo r  replacement o f data processing equipment.

I STATE FUNDED TOTAL STATE total .
1 POSITIONS N/A POSITIONS N/A FUNDS 5 2 0 9 ,9 9 7 FUNDS S 2 0 9 ,9 9 /

P R IO R ITY # 4 PROGRAM NAM E: A dm in is tra tion  & Physical Support

Vehicle fo r  S. C. Association fo r  the Deaf.

STATE FUNDED TOTAL STATE A TOTAL e
POSITIONS N/A 1 POSITIONS N/A FUNDS FUNDS 1 2 ,0

P R IO R ITY # PROGRAM NAME:

1 STATE FUNDED
1 POSITIONS N/A

1 T° TAL M/A
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

AGENCY TO TALS:
002176

STATE FUNDED
POSITIONS N/A

TOTAL KT/
POSITIONS N/A $ 6 7 5 ,1 7 6 $ 6 75 ,176

FUNDS

FORM 92-R2 NR PAGE NO. _ ! ____
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H71 - WIL LOU GRAY OPPORTUNITY SCHOOL
Mary Catherine Norwood, Ph.D., Superintendent

EXH IBIT
SEP 6 1990 1

STATE BUDGET & CONTROL BOARQ

MISSION: The Wil Lou Gray Opportunity School is to serve those citizens of South
Carolina at least 15 years of age who are most at risk of: dropping out and not 
completing their education; not making the transition from public schools to 
the workforce, and whose home-school-community environment impedes 
rather than enhances the chance that they will stay in school and become 
prepared for employment; being retained in their grade school; and/or being 
truant from school.

GENERAL FUND
FISCAL ADJUSTED CARRY-
YEAR APPROPRIATION EXPENDITURE LAPSE FORWARD

1984-85 2,224,709 2,093,290 1,420 130,000

1985-86 2,474,884 2,352,539 16,345 106,000

1986-87 2,431,486 2,412,674 18,812 0

1987-88 2,569,060 2,485,931 8,129 75,000

1988-89 2,885,501 2,717,353 5,432 162,716

1989-90 2,914,513 2,907,750 6,763 0

1990-91 2,802,378 Not Available Not Available Not Available

INCREASE REQUESTS
NON-

RECURRING % INCREASE RECURRING TOTAL

1991-92 44,946 1.60% 496,375 541,321

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations, 
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropnation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports

002176
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1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME WIL LOU GRAY OPPORTUNITY school_________  AGENCY CODE H7l_____

PRIORITY* 1 PROGRAM NAME: agency wide
To r e s t o r e  a l l  r e d u c t io n s  e n a c te d  a g a i n s t  th e  V ll  Lou G ray O p p o r tu n i ty  S c h o o l 's  
F i s c a l  Y ear 1990-91 b u d g e t .  The g r a n t in g  o f  th e  " t o t a l "  r e q u e s t  w i l l  r e s t o r e  
o u r  b a se  b u d g e t to  i t s  pre-FY 1991 l e v e l  and  a llo w  u s  to  m a in ta in  o u r ’ s e r v i c e  l e v e l .

STATE FUNDED n
POSITIONS

TOTAL n
POSITIONS

STATE 946
FUNDS

TOTAL 44 946 
FUNDS

PRIORITY # PROGRAM NAME:

STATE FUNDED TOTAL STATE TOTAL
POSITIONS POSITIONS FUNDS FUNDS

PRIORITY# PROGRAM NAME:

STATE FUNDED TOTAL STATE TOTAL
POSITIONS ' POSITIONS FUNDS FUNDS

PRIORITY# PROGRAM NAME:

STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS FUNDS

PRIORITY « PROGRAM NAME:

STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS

TOTAL
FUNDS

AGENCY TOTALS:
002179

STATE FUNDED 
[POSITIONS - ° -

TOTAL
POSITIONS - 0 -

STATE
FUNDS 4 4 ,9 4 6

TOTAL
FUNDS 4 4 ,9 4 6

FORM 92-R2 Total PAGE NO. 1



1991-92 BUDGET REQUEST SUMMARY
(NON-RECURRING)

(The following information has been supplied by the agency.)

AGENCY NAME WIL LOU GRAY OPPORTUNITY SCHOOL AGENCY CODE

PRIORITY #  1 PROGRAM NAME: RECONDITION CENTRAL COOLING SYSTEM

To p ro v id e  fu n d in g  w h ich  w i l l  a l lo w  f o r  th e  c o m p le tio n  o f  th e  p r o j e c t  to  r e c o n d i ­
t i o n  o u r  c e n t r a l  c o o l in g  sy s te m  w hich  w i l l  im prove e f f i c i e n c y  (a  c o s t  s a v in g s )  and 
re d u c e  c o n s ta n t  r e p a i r s .

STATE FUNDED . . . .  
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS 1 9 6 ,3 7 5

TOTAL
FUNDS 196 ,375

PRIORITY # PROGRAM NAME: shower vent system and shower stalls
To p ro v id e  f o r  i n s t a l l a t i o n  o f  a v e n t i l a t i o n  sy stem  in  th e  b o y s ' dorm s and to  
r e p la c e  d e t e r i o r a t i n g  sh o w er s t a l l s  in  th e  g i r l s '  do rm s. T hese  re p la c e m e n ts  w i l l  
en hance  s a n i t a t i o n  and h e lp  p r e s e r v e  s t r u c t u r a l  c o m p o n en ts .

STATE FUNDED
POSITIONS N/A

TOTAL .
POSITIONS N/A

STATE
FUNDS 2 2 5 ,0 0 0

TOTAL
FUNDS 2 2 5 ,0 0 0

PRIORITY# 3 PROGRAM NAME: DORMITORY FURNITURE

To a llo w  us t o  r e p l a c e  f u r n i s h i n g s  in  o u r  re m a in in g  two do rm s. We w ere  a b le  to  
r e p la c e  f u r n i s h i n g s  in  t h r e e  dorm s d u r in g  F i s c a l  Y ear 1 9 8 8 -8 9 .

STATE FUNDED .
POSITIONS N/A

TOTAL
POSITIONS N/A FUNDS 7 5 ,0 0 0

TOTAL
FUNDS 7 5 ,0 0 0

PRIORITY # PROGRAM NAME:

STATE FUNDED . . .  
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

PRIORITY# PROGRAM NAME:

•

STATE FUNDED w l. A 
POSITIONS N/A

TOTAL
POSITIONS N/A

STATE
FUNDS

TOTAL
FUNDS

AGENCY TOTALS:
002180

STATE FUNDED . . .  
POSITIONS N /A

TOTAL M /A
POSITIONS N /A

STATE
FUNDS 4 9 6 ,3 7 5

TOTAL
FUNDS 4 9 6 ,3 7 5

FORM 92-R2 NR PAGE N O .___L
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State Development



e x h ib it
P32 • STATE DEVELOPMENT BOARD SEP 6 1990
Wayne L. Sterling, Director 1

4MT£ WIDGET « CONTBOL **0340

MISSION: The Development Board is to provide leadership in creating and sustaining
a climate which serves private sector development and expansion in South 
Carolina for the purpose of improving the economic well-being of the 
citizens of the state.

FISCAL
YEAR

GENERAL FUND
ADJUSTED

APPROPRIATION EXPENDITURE LAPSE
CARRY­

FORWARD

1984-85 4,759,717 4,689,586 20,131 50,000

1985-86 5,171,637 4,850,456 6,456 314,724

1986-87 5,615,156 5,606,262 8,895 0

1987-88 6,705,898 5,787,147 74,251 844,500

1988-89 8,756,574 8,148,804 103,261 504,509

1989-90 9,255,604 9,250,163 5,440 0

1990-91 8,841,157 Not Available Not Available Not Available

INCREASE REQUESTS

RECURRING % INCREASE
NON­

RECURRING TOTAL

1991-92 3,828,556 43.30% 681,775 4,510,331

NOTE: The adjusted appropriation is equal to the original appropriation plus
appropriations brought forward, special acts, supplemental appropriations,
Civil Contingency transfers, and compensation increases. The FY 1990-91 
displayed adjusted appropriation is equal to the original appropriation.

SOURCE: Office of the Comptroller General Agency Appropriation Activity Reports
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1991-92 BUDGET REQUEST SUMMARY
(The following information lias been supplied by the agency.)

AGENCY NAME S TA TE  D EV E LO P M E N T BOARD_________________  AGENCY CODE P32

PRIORITY# 1 PROGRAM NAME: MARKPHMf;  T a rg e te d  V p r t l r a l  I n d u s t r i e ®
To provide fo r  a d d itio n a l targeted a d ve rtis in g , p r in t  c o l la te ra l,  d ire c t mail 
campaign, p a r t ic ip a t io n  in trade shows, and to create special and promotional 
events fo r  business decision makfers;.

SI ATE FUNDED
POSITIONS

TOTAL STAIE . TOTAL .
TOSHKINS FUNDS >1,077,400 fu n d s  >1,077,400

PRIORI IY  # ? PRtKjRAM NAME: MARKETING -  Top Management/HoriTnntfll
To provide fo r  specia l a d ve rtis in g  sections in  Forbes* Fortune, e tc .*  fund aqency 
p a r t ic ip a t io n  in H eritage, MCI C lass ic , marketing t r ip s  and d ire c t mail support, 
gnd to c a p ita liz e  on the lik e lih o o d  of executives viewing the s ta te  fo r  a businessinuacf^onT

SfAlKFUNDED
ruSIllONS

TOTAL STAIE . TOTAL t
FUSIIIONS FUNDS ’  336,000 FUNDS ’ 336,000

PRIORI IY # 3 PROGRAM NAME:MARKETING -  In te rn a tio n a l M arketing
To provide fo r  targeted mission support, tra n s la tio n  serv ices, ano targeted country
brochures. A lso, attendance and p a rt ic ip a tio n  in  in te rn a tio n a l trade shows and 
the h ir in g  of a European pub lic  re la tio n s  firm  along w ith  tra ve l and associated 
prospect expenses..

SlAlEFUNDED
POSITIONS

TOTAL STATE t .... „ „ „  TOTAL t  nnn
POSITIONS FUNDS » 440,900 FUNDS * 440,900

PRIORITY # 4 PROGRAM NAME: FINANCE & ADMIN -  Agency Support
To provide fo r  nonappropriated and increased costs in lease space, increased
costs in telephones, supplies ( in c lu d in g  postage and general o f f ic e  s u p p lie s ), 
and increased costs o f e igh t a d d itio n a l leased veh ic les from DMVM.

STAIE FUNDED
POSITIONS

TOTAL STATE a TOTAL .
FUSIIIONS FUNDS > 351,576 FUNDS * 351,576

PRIORITY # 5 PROGRAM NAME: RESEARCH -  In form ation Systems
To provide fo r a d d itio n a l maintenance and costs o f computer hardware, contractua l 
services fo r  database development, and to overcome a cu rre n t d e f ic i t  in  personnel 
funds.

SIAIE FUNDED 
rosinuNS

TOTAL STATE . TOTAL .
ro s m o ra  fu n d s  1 H 5,Z81 fu n d s  *

002183
AGENCY TOTALS:
STATE FUNDED TOTAL STATE TOTAL
rasmoNS POSITIONS FUNDS FUNDS

FORM 92 R2 Total PAGE NO. I of 5



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S TA T E  D E V E LO P M E N T BOARD______________  AGENCY CODE P32

PRIO RITY# 6 PROGRAM NAME: RESEARCH -  Prospect Proposal
To provide fo r  an increase in  s ta f f  personnel needed in  th is  area in order to
o ffs e t a tremendous increase in the workload as w e ll as provide fo r  funding fo r 
temporary personnel and tra v e l.
STATE FUNDED . 
POSITIONS

TOTAL 1 STATE 1 U  QUO 1 TOTAL t <7 0 4 0
POSITIONS FUNDS * s'  [FUNDS *

PRIO RITY# 7 PROGRAM NAME: RESEARCH -  S ite  Location and Analysis

To provide fo r a new s ta f f  p o s itio n  w ith  GIS e xp e rtise , nonrecurring equipment, 
and photography needs, to ta l l in g  $105,400.

STATE FUNDED
POSITIONS 1

TOTAL
positions 1

STATE
FUNDS $ 144,886

TOTAL
FUNDS $ 144,886

PRIO RITY# 8 PROGRAM NAME: MARKETING -  F ilm  Industry

To provide fo r production and placement of advertisem ents, production o f d ire c t 
mail campaign, and the updated re p r in t  o f the SC F ilm  O ffice  Production Manual.

SIAFE FUNDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS t 109,000 FUNDS $ 109,000

PRIO RITY# 9 PROGRAM NAME: kiiju OFFICE -  Ooerations

To meet the increased demand fo r  lo ca tio n  in fo rm ation  and f u l f i l l  increased 
tra v e l needs.

STATE FUNDED 
posh ions

TOTAL STATE . TOTAL
POSITIONS FUNDS ’  10,000 FUNDS » 30,000

PR IO R ITY # 10 PROGRAM NAME: IITTERNATIONAL -  In te rn a tio n a l I n v e s tm p n t

To provide fo r  a d d itio n a l in te rn a tio n a l trave l and prospect expenses‘QQ21.84

STATE FUNDED
POSITIONS

TOTAL STATE . TOTAL
POSITIONS FUNDS * 62.500 FUNDS » 62,500

FORM 92 R2 PAGE NO. 2 of 5
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AGENCY NAME STATE DEVELOPMENT BOARD__________  AGENCY CODE P32

1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

PR IO R ITY # 11 PROGRAM NAME: INTERNATIONAL -  In te rn a tio n a l Trade

To provide fo r  in te rn a tio n a l trade representation along w ith increased trave l 
and prospect'expenses.

STATE FUNDED
POSITIONS

TOTAL
FOSITIONS

STATE .
FUNDS * 75,389

TOTAL
FUNDS t 75,389

PR IO R ITY # 12 PROGRAM NAME: NATIONAL -  N a tiona l P ro jec t Management
To provide fo r  increased tra ve l and prospect expenses along w ith  the h ir in g  o f 
an experienced economic development consultant to be located in  the northeastern 
or midwestern po rtio n  o f the United States.
STATE FUNDED
P O S IT IO N S

TOTAL STA1E . . TOTAL
POSITIONS FUNDS '  I ™  > 0 0 0  F U N D S  '  1 5 0 , 0 0 0

PRIO RITY# 13 PROGRAM NAME: SPECIAL PROGRAMS -  In d u s tr ia l Developmnt

To provide fo r  seven personnel p o s itio n s  in  in d u s tr ia l bu ild in gs  and s ite s , labor 
resources, e x is tin g  business, and environmental concerns as w e ll as provide support 
fo r  con tractua l services to support trade shows, t ra v e l,  and consu lting  services.
STATE FUNDED
POSITIONS

TOTAL
POSITIONS

STATE
FUNDS $ 327,992

TOTAL
FUNDS $ 327,992

PRIO RITY# 14 PROGRAM NAME: special PROGRAMS -  R u r a l / C c t m i i n i  t v  Dpv

To provide an a d d itio n a l p o s itio n  needed to support increased a c t iv i t y ,  expenses 
in tra v e lin g , reg ional meetings, workshops, and leadership development sessions.

STATE FUNDED
FOSITIONS

TOTAL
POSITIONS

STATE . .
FUNDS * 43,767

TOTAL
FUNDS 43,767

PRIO RITY# 15 PROGRAM NAME: SPECIAL PROGRAMS -  E n te rp rise  Developmnt
To f u l f i l l  the funding o f L e g is la tiv e  Proviso 67.2 which ass is ts  in the economic 
transform ation o f South C aro lina in to  a recognized leader in the form ation and 
development o f high growth business ventures by v ir tu e  o f a con tractua l arrangemen
STATE FUNDED
FOSITIONS

TOTAL STATE . , Q,  TOTAL .  1Q,  . . .
POSITIONS FUNDS » 1 9 Z , , 8 5 j  FUNDS * 1 9 2 , 4 8 5

FORM 92-R2 O O 21^en° ^ - 5



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by the agency.)

AGENCY NAME S TA TE  D EVELO PM ENT BOARD_______________  AGENCY CODE P32

PRIO RITY# 16 PROGRAM NAME: RESEARCH -  Targeted Industry  Analysis

To provide fo r  contractua l se rv ices , m ate ria ls , and tra ve l in  addressing id e n t if ie r  
targeted in d u s trie s  su itab le  fo r  loca ting  in  South C aro lina .

STATE FUNDED
POSITIONS

TOTAL 1 STATE ~  TOTAL
POSITIONS |FUNDS * 30.147 FUNDS > 30,147

PRIO RITY# PROGRAM NAME: MARKETING -  E x is tin e  B u s in e s s  Prom-am

To provide fo r  re p r in tin g  brochures, d ire c to r ie s , t ra v e l,  and receptions to honor 
new in d u s tr ie s .

STATE FUNDED
POSITIONS

STATE t  25,500 $ 25,500
POSITIONS FUNDS FUNDS

PRIO RITY# 18 PROGRAM NAME: MARKETING -  S ite  S e lection

To fund an advertisement program in s ite  se le c tio n /tra d e  magazines, produce d ire c t 
mail campaigns as w ell as bu ild ings  and s ite s  f l ie r s ,  host a show case event, 
and produce a targeted s ite  se lec tio n  newsletter.
STATE FUNDED
POSITIONS

TOTAL STATE TOTAL
rosmoNS funds $ 101,000 funds $ 101,000

PRIO RITY# 19 PROGRAM NAME: FINANCE & ADMIN -  Personnel

To provide fo r  a personnel ass is ta n t to e lim inate u n d e rs ta ffin g . Provide temporary 
funding fo r  temporary s ta f f  members who are needed.

STATE FUNDED i 
POSITIONS

TOTAL
POSITIONS

STATE $ 33,295
FUNDS

TOTAL J 33,295 
fUNDS

PRIORITY # 20 PROGRAM NAME iintERNATIONAL -  Foreign O ffic e s
To provide fo r  tra ve l and prospect expenses and increasing fo re ign  consu ltant 
co n tra c ts .

STATE FUNDED
POSITIONS

STATE * <2.000 1 °™ , $ 42,000
POSITIONS FUNDS FUNDS

FORM 92-R2 PAGE NO. 4 of 5



1991-92 BUDGET REQUEST SUMMARY
(The following information has been supplied by Ihe agency.)

AGENCY NAME S T A T E  D E V E L O P M E N T  B O A R D _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _  AGENCY CODE _ P 3 2 _ _

PRIO RITY# 21 PROGRAM NAME: MARKETING -  Economic Development A ll ie s

:unding provides fo r  upgrading agency new sle tte r, updating vers ion of s lid e  show, 
ind the p r in t in g  o f add itiona l brochures.

ST AYE FUNDED
POSH IONS

TOTAL STATE "  TOTAL "  „
POSILIONS FUNDS » 20,500 FUNDS » 20,500

PRIO RITY# 22 1 ROGRAM NAME. RESEARCH -  In form ation Resource Center

To fund a d d itio n a l p o s itio n  needs, increased operating costs fo r  p u b lica tio n  
developments in l ib ra ry ,  and o n -lin e  database resource a c q u is it io n s .

ST ATE FUNDED
TOSH IONS 1

TOTAL STATE . TOTAL “  . oo
TUSI1 IONS 1 FUNDS » 68,389 FUNDS ♦ 68,309

PR IO R ITY # 23 PROGRAM NAME: MARKETING -  Rural Co- od Promotion

To fund on a 50/50 grade basis economic development o rgan iza tions in  less 
developed counties in the s ta te .

STATE FUNDED 
po s itio n s

TOTAL STATE TOTAL
po sitio ns  funds  $ iso.ooo fu n d s  $ 150,000

PRIORIT Y # 24 1 ROGRAM NAME: EXECUTIVE & BOARD — Executive

To provide fo r  pa rt-tim e  temporary personnel assistance, and prospect and trave l 
expenses.

STATE FUNDED 
rosn IONS

TOTAL STATE TOTAL
[POSITIONS RJNDS $ 30,000 PONDS * 30,000

PRIO RITY# PROGRAM NAME:

002187
STATE PONDED
POSITIONS

TOTAL STATE TOTAL
POSITIONS FUNDS FUNDS

AGENCY TOTALS:
STATE FUNDED H TOTAL 13 STATE $4 015,956 TOTAL $4,015,956
POSH IONS [ PUSHKINS IUNDS IUNDS

FORM 92 R2 Total PAGE NO. 5 o f 5



1991-92 BUDGET REQUEST SUMMARY 
(NON-RECURRING)

(The following information has been supplied by the agency.)

AGENCY NAME State Development Board AGENCY CODE P 3 2

PRIORITY #  1 PROGRAM NAME: FINANCE & ADMIN - Aircraft Operations
To provide fo r cockp it voice recorder in agency a ir c r a f t  (mandated by FAA).

STATE FUNDED
POSITIONS N /A

TOTAL M/A
POSITIONS N /A

STATE aFUNDS * 25,000 TOTAL a e- 
FUNDS $ 25,000

PRIORITY# 2 PROGRAM NAME: MARKETING -  fivder Cun

A g o lf  c la ss ic  to b ring  na tiona l and in te rn a tio n a l CEOs and sen ior management to 
South C aro lina .

STATE FUNDED
POSITIONS N/A

TOTAL M/A
POSITIONS N/A

STATE H aA 
funds $100»000

total . „
FUNDS $100,000

PRIORITY# 3 PROGRAM NAME: FILM OFFICE -  Location L ib ra ry

To provide equipment needed to create computerized storage and re tr ie v a l system 
fo r the loca tion  l ib ra ry .

STATE FUNDED
POSITIONS N/A

T0TAL M/A
POSITIONS N/A FUNDS $ 50,000 S  * 50,000

PRIORITY# 4 PROGRAM NAME: MARKETING -  In te rn a tio n a l Fynntf Scriac

To provide f iv e  separate d ire c to r ie s  arranged by major SIC codes o f a l l  South 
Carolina exporting companies.

STATE FUNDED
POSITIONS N/A

TOTAL M/A
POSITIONS N/A

STATE ♦
FUNDS $ 30•000

TOTAL .
FUNDS $ 30,000

PRIORITY# 5 PROGRAM NAME: RESEARCH -  Local Technology Development
Io provide assistance to lo ca l development organizations to computerize th e ir  oper­
a tion  and p a r t ic ip a te  w ith  th is  agency in a state-w ide e le c tro n ic  network fo r  
economic development. This program would be administered on a matching cost share 

nn a slid ing scale.
STATE FUNDED
POSITIONS N/A

TOTAL M/A
POSITIONS N/A

STATE #
Funds $289,375

TOTAL
FUNDS $289,375

AGENCY TOTALS: 002188
STATE FUNDED
POSITIONS N/A

T0TA1- M/A
POSITIONS N/A

STATE a
FUNDS $494,375

TOTAL t 4  _  
FUNDS $494,375

FORM 92-R2 NR 1 of 1PAGE NO.
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S t a t s  D e v e lo p m e n t  B o a r d

F is c a l  Y e a r  9 1 - 9 2

B u d g e t  R e q u e s t

P r o f i t  f r o m  o u r  a b i l i t y

0 0 2 1 t 9



EXECUTIVE SUMMARY

SOUTH CAROLINA

STATE DEVELOPMENT BOARD

The State Development Board is requesting an increase of $4,510,331 for 
Fiscal Year 1991-92. This increase is critical, if the Development Board is 
to continue to fulfill its mandate of attracting new capital investment and 
jobs to South Carolina.

Changing economic conditions dictate a change in our economic 
development strategies. Competition is keener ana the pool of industries 
with which to work is diminished. As a result, our recruitment must be 
much more highly targeted. In order to ensure a competitive position for 
us on the development playing field we must undertake a very 
comprehensive, proactive and aggressive marketing strategy.

The facts show that an investment in the Development Board by the state 
generates an impressive return -  dollar for dollar -  back into the General 
Fund. And, investment returns reach into the local tax base, as well, 
serving to improve the quality of life for South Carolinians and better 
enabling government on all levels to meet basic needs.

Continued investment in the State Development Board will continue to 
generate return funds necessary to help meet the other pressing needs 
throughout our state.

The facts speak for themselves. The following pages provide an example 
of one year's investment and its results. And, they provide an outline o t 
the most aggressive marketing program ever undertaken in this state to 
help diversify our economy, provide protection for our workers dunne 
economic downturns, and ensure future economic prosperity.

0 0 2 1 9 0



CAPITAL INVESTMENTS AND EMPLOYMENT 
1989

- Announced investments: $2.9 billion
(Second best year in history)

- Announced new jobs: 18,017
- All counties participate in investments

- First in southern region in per capita
capital investments

Over the last three years, South Carolina has experienced 
levels of growth in announced capita l investments and jobs. 
In 1989, there were $2.9 b illion  in announced investments
with the creation of 18,017 new jobs. This record was the 
second best year in South Carolina’s h istory. On a 
comparative basis, we were also the firs t in the southern 
region in terms of per capita  capita l investment.

All counties in the state partic ipated in these investments. 
Rural counties a ttracted more than tw o -fifth s  of the new 
jobs created, moving us one step closer to our goal of 
balanced growth for the entire state.

002191



WHAT DO THESE FIGURES MEAN TO THE ECONOMY?

- 16,000 additional jobs created ind irectly
in serv ice economy.

- A payroll of an additional $611 million a year w ill be
created as a result of th is d irect 
and ind irect job creation.

- Retail sales boosted by $451 million a year
through payroll impact.

- A boost of $444 million in capital investments - land
acquisitions, construction, equipment purchases.

The impact on our economy of these 1989 s ta tis tics  is 
s ign ificant, pa rticu la rly  in terms of the m ultip lie r or 
or ripple e ffec ts  of new investments and jobs. In addition 
the 18,017 d irect new jobs created, 16,000 new jobs w ill 
also be generated in industria l, business and consumer 
services. These d irect and ind irect jobs w ill result in 
a payroll of $611 m illion a year, and retail sales should be 
boosted by $451 m illion annually. We also expect an overall 
increase of $444 m illion in additional investments through 
construction  and equipment purchases w ith in  the state.

0 0 2 1 9 2



WHAT DO THESE FIGURES MEAN 
FOR GOVERNMENT REVENUES?

- Over $43 m illion a year w ill be contributed to 
General Fund through new jobs and payroll.

-  Over $32 million a year w ill be contribu ted
in local school taxes.

- After the abatement period, an additional $13 million
w ill be created through local property taxes.

What follows from capital investments and new jobs is a 
beneficial impact on state and local governments* revenues. 
At the state level, the increased payroll w ill mean a
contribu tion  of over $43 m illion a year to the general 
fund through income and sales taxes. At the local level, 
the increased tax base w ill result in over $32 m illion a . 
year to schools. And fina lly , after the five year abatement 
period, local governments can expect to receive an 
additional $13 m illion a year through property taxes.
Therefore, in the long run, the new jobs and capital 
investments of 1989 w ill benefit the state by an overall 
con tribu tion  of $88 m illion a year.

002193



A CHANGING ECONOMIC ENVIRONMENT?

- Slowdown of economy expected,
particu la rly  in manufacturing.

- Increased com petition nationally.

- Result: Greater corporate uncertainty, longer lead
times, extended project management.

We are entering uncertain economic times. Some economists 
are arguing that we are in a recession, others that we w ill 
be entering one soon. The evidence of mixed signals is 
there: plant closings and job layoffs are increasing. The 
South Carolina economy, while s ign ifican tly  better than the
national economy, is nonetheless experiencing slower growth 
pa rticu la rly  in the manufacturing sector. The implications
of the national economic slowdown can be measured in 
practica l terms: the duration of successful pro jects tends 
to be longer, and the com petition gets keener.

0 0 2 1 9 4



THE BOTTOM LINE

INVESTMENT

FY 1989-90 TOTAL BUDGET -  $9,253,520

RETURN ON INVESTMENT 
- Contribution on General Fund •

Contribution to Schools «

$43 m illion/year 

$32 m illion/year
- Additional con tribu tions to local tax base *$13 m illion/year

In FY 1989-90, the State Development Board’s total 
appropriated recurring and non-recurring budget was 
$9,253,520. The return on th is investment by the state w ill 
be $88 m illion through contribu tions to the general fund, 
schools and local governments. This return on the state's 
investments from the State Development Board is most 
impressive: a revenue of $9 for every $1 spent.

□02195
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THE NEED FOR A
PROACTIVE AND TARGETED 

MARKETING STRATEGY

I!

In th is  changing economic environment, a proactive and 
targeted marketing strategy is imperative. Marketing is 
more e ffec tive  when based on a firm  understanding of 
business and industry needs and South Carolina's com petitive 
advantages. A targeted marketing strategy can therefore 
help to o ffs e t the e ffec ts  of a weakening economy and 
provide us w ith a continued advantage.
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Plastics

A PROACTIVE
ECONOMIC DEVELOPMENT

PROCESS FOR PROSPECTS 
AND EXISTING INDUSTRY

Targeted Industries

Film

Pharmaceuticals

Electronics Materials Handling

Target Industries are evaluated annually on the basis of 
three key c rite ria : growth potential, qua lity  of jobs and 
d ivers ifica tion  of the state's economy. For each target
industry, an in -depth  analysis is made w ith the development 
of a customized marketing strategy. This year, the State 
Development Board's targeted industries include high 
performance p lastics, pharmaceuticals, e lectronics, 
materials handling (conveyers, fo rk lif ts )  and the film  
industry.
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MOST AGGRESSIVE AND CONSISTENT 
MARKETING CAMPAIGN EVER
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MOST AGRESSIVE AND CONSISTENT 
MARKETING CAMPAIGN EVER

Once a target industry is identified  as a viable opportun ity  
for the State, a m ulti-faceted marketing campaign is 
designed. This campaign must be comprehensive in order to 
be effective. It includes ads in industry specific  
publications, tailored brochures, response driven d irect 
mail, marketing trips, partic ipa tion  at trade shows, and 
special events to h ighlight the State. Each component of 
th is marketing mix is c r it ic a l in generating leads, 
increasing the number of prospects and maintaining the 
State’s momentum for economic growth.
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