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ABSTRACT

This report is concerned wvith the future of private
higher education, hovever, the reconpendations it offers, are
directed to the public interest in strengthening the vhole higher
educational system. The private sector of higher education is
enorsously valvable to American society and is an influential
complement to the public sector. The financial problems of private
higher education other than demographic factors and escalating
costs--the tuition gap, the unfavorable provisions of federal student
aid programs, the indiscriminate creation of new public institutionms,
and tax reform proposals inimical to private philanthropy--could all
be solved or alleviated by quite modest changes of public policy.
gach state should provide adequately funded grants having the effect
of substantially narrowing, but not necessarily closing, the tuition
gap. This report elaborates on one simple way to narrow the gap,
namely, tuition offset grants for all students in private
jnstitutions. Other chapters cover correcting geographic inequities
in public aid to the private sector; podifying present federal
students aid programs; statewide planning; tax laws and tax
administration: fund raising by public iistitutions; and other
seasures. Appendices inclonde a review of comments on private colleges
in recent reports on financing higher education; and implications of
the 18-year old majority. Part two contains the conclusions and
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PREFACE

This tepant is concerned with the tuture of private higher education, The
recommmendations it otters, however, are ditected 1o the public interest in
strenthening the whole higher educational syatem, 11 is the work of 3 tash
toree appomted v the National Coundit of Independent Colleges dand
Universities, The report has been approved by the Board of Ditectors of that
onganization and endotsed tw the Board of the Associdtion of American
Colleges. Thus it represents the considered judgment of the national
organizations most cosely identitiod with private higher education,

Private highet educdtion inddudes more than 1300 colleges and universities
located in all parts of the United States, They are noneprotit institutions
operating under private, that i non-governmental, sponsotship. Conse-
quently, they are otten described either as “private™ or as “independent”
institutions, and collectively as the private or independent sector of higher
sducation. They ate distinguished trom “public™” imstitttions, which operate
under governmental  spomsorship, and clso from proprietary  institutions
which, though private, are profit-seehing enterprises,

The teport was inade possibie By generous tinangial assistange trom Lilly
Eadowment, Inc, and by the helptul cooperation of the Awsociation of
American Colieges,

The direction of the task torce and the preparation of the report were
under the able leadership of Dr Pegey Heim of Buchnel! University (now
Aswxiate Ditector of the National Center for Higher Education Management
Svetems), The members of the tash force, Dr Howard R, Bowen, who served
ds tash targe consitant, and Dr Elden 7. Smith, Exccutive Secietary of the
National Council of Independent Colleges and Universities, all deserve special
recognition tor their fatwws, Thanky are also due to the executives of state
aasagigtions of private colleges tor their advice and counsel, to President
Charles H. Watts 11 and Dr Wendell 1, Smith of Buchnell University for
facilitating the study, and to many individuals who provided background
intormation, especiathy Richard Tombaugh of the National Association of
Student tinancial Aid Adminisiiators, Recognition should also be given to
Howard E. Holkomb, Wendy 7. Kirby and Betty Ford of the Association of
American Colleges tor their valued contribution and last, but far from least,
to Alison Dagle and Pamela Bruch who awisted with the details and typing ol
early drafts of the report, Final organization and editing of the test was
undertahen ty FL L. Wormald, Vice President of AAC and editor of Liberul
Education with the help of Janet Long. This indispensable technical service,
of cotrw, entailed no responsibility for the content of the report. The cover
design is the work of Marti Putchetl.



For the portinobs benetit of all those who may e concerned with the
development of  state programs o support tor the private sector, 4
complementany  report, prepared  1or NCICU by Protewsors William 1,
Mitarlane, A L, Dich Howard and Jay L. Chranister, is bring published
conutrenthy by AAC under the title State Financiai Measires Imolving the
Private Sector of Higher Education,

Fredoric W. News
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Associdation of American Colleges

vi



LR
|

1

Introduction

American higher education has historically been conducted under two
more or lews distinct Ainds of sponsorship, Throughout th port we shatl
perforce speah of “public” and “private” institutions an e public and
private seclors of the academic enterprise. In doing so w. 4o not seek 1o
emphasize differences, Both Ainds of institutions have the same essential role:
they are engaged in similar sciivities - instruction, research and community
service, Both accept students from within and from outside the state in which
they are located, though the mixture varies from institutic n to institution,
Both receive tunds, though in different proportions, from taxes, private gifts
and student payments, Both Kinds of institutions are public in the sense of
meeting public needs and providing benefits to the public. They are
complementary dnd interdependent, Together they constitute 4 sy:tem of
higher education that is unsurpassed in its capacity to serve students of
widely varying bachgrounds and talents, in its ability to respond to a vast
range of social needs, in its over-all performance and iis peaks of excellence,
in its fidelity to untettered pursuit of individual development and the
common wedl,

The basic distinction between the two types of institutions lies simply in
their sponsorship and in the variations of character and program that flow
from differing sponsorship. Public institutions are underwritten by govern-
ment, usually state or local government. Private institutions are sponsored by
nongovernmental bodies and therefore are often referred 10 as ““independent”
institutions,

Higher education in this country originated primarily under private
auspices, Though public support has a long history going back to the
founding of Harvard in the seventeenth century, public colleges and
universitics became significant in numbers and envoliment only in the latter
part of the nineteenth century. As late as 1950, enroliments were equally
divided between private and public institutions, Since then, however, most of
the growth has occurred in public institutions as the states have enlarged
existing colleges and universities and credted hundreds of new ones.
Education in that sector has enjoyed large public subsidies which have
enabled it 10 set its charges 10 students substantially lower than would be
necessary to meet the actual cost of instruction, Such tuitions are far below
those which private institutions must typically charge. Today, the private
sector envolls only about 24 per cent of the total student population (see



Fabbe 1 oand s share st e evpated to deddion otill tuither, (The
peraentane, of vatitse, vt ios widely among the wveral states,}

In 1eeent yoars the tinancial position of private colleges and universities
fas been notably weahening, For g tow institutions the situstion is alicady
Cbhecoming datastrophic; tor met, including some of the most predigious
institutions, the wwture s precarious. Mamy thoughtiul obsetvers, belivving
that it the telative dedite of the prisdate wator is profonged much turther, it
will be detrimental 1o highet edusation as 4 whole, view the prospect with
dismay. 1he tour commissions of tash Jorges that have tecently studied highet
cducation in depth have alf recopnized the value of the private sector and
eapressed concern about its tutare.d Simitarhy, numerous carlier commissions
4nd committees endoised the concept ot diversity and independence in higher
vducation, and some of them recommended that the states should initiste o
inctedse support for private institutions, 2 But tor the modt of those bodics
public palicy 101 the private sector was not 4 major coneern and was tredted
periphicrally,

Such Lk of attention to the question of 4 public policy 1o private highe
cducation o readity understandable, The senv coneept of privatencess o
independence ivites the inference that the body politic has no responsibilis
tor the prvate wetor, Traditionally, the leaders of private higher education
have themslives been happy 10 gcoept almang esclusive responsibility tar the
planning, the mandgement, the social role and the future weltare of theit
insditutions, They have tended to be waiy of governmental intervention,
Indeed the private wetor may be tearded as making ity distingtive
contribution 1o the 1otal endeavor precisely because it is relatively indepen-
dent of goverament, it provides an indispensable counterweight 1o what
might otherwise become 4 monolithic public swatem, S0 it is casy 1o dssume
that the hudlth, wellare and swurvival ol the private sector is none of the
government’s business and that no public polivy tor private higher education
is cithet necessary or desirable,

The matter cannot, however, be disposed of «o casily, Government cannot
help having policies that affect private higher cducation in one way or
another, even though they aie not o intended, Private institutions are
atfected whenever o new public institution is established or an old one ddowed,
whenever dn educational program in o public institution is started or
terminated, whenever public twitions die taised of lowered, whenever pubtic
aalary leveds for faculty are adiusted, whenever ¢ertain sections of the tas law
are amended, Moteover, government hds 4 financidl interest in the preserva-
tion of the private swctor, which serves over 2,100,000 sp dems 4t an osti-
mated saving 10 the taxpdyer of some 2,9 ballion dullars 4 year.’

xAmwndn A 10 this report containe 4 summany of the tindinds of these budies,

2L.¢mvgw Commission on Hither | ducstion, Proorities for Ntiun: Fimdl Report,
MoGraw-Hill, Sew York, 1973, pp, 167, 174, That repor? containe an inferesting and
usetul summuany of the tindingy of the prinipal commissions and task forces, beginning
with the President’s Commission on Higher Education which seporice in 1947,

3«\~~unxing 40 aver de subsidy in sale imstifutions of § 184 pesr student 150 Chapter
$1,



Phe timme has i Lt come whien the Americdn nation must decide w bether
it sl continue to eispoy tie beoetits of & dudl ssstem of higher edustion, 1t
it s gomvineed that the prisate seator s essentigl to the wellbeing of the
whole avdadenty and of the Lager sodicts, it must be willing 1o adopt
purposetul and approprigte pedla podicies 1o eoste the sutvival of the dual
sy afui,

Governmuental policics dosigned 1o sstain thieatened private setivitics of
social vafue have fong been ostabhished in other aess. Government has
provided direet of inditect support tor the arts and humanitics, fod hospitats,
nursing care and medical research, tor ditlines and shipping, for small farms
and amall businesses, 1o ndine 4 few obvious examplos,

Public assistance 1o private higher cducation is consistent with our national
tradition and, in 1t is being increasimgiy provided, Many states have alieady
achnowiedred @ tesponsibility to independent colloges and universitivs by
adopting programs of tinancidl support, What is now needed is 1o extend and
intensify those initidl cttorts in & manner that will assure the survival and
health of 4 compwtitive private seetor without cither impairing the cssential
independence ol private colleges and univetsities of damaging the public
swelof,

Phe mounting problems of private higher education have not yot reached
the point of mieversibility . They are otill surmountable, The means for dealing
with them are at hand and well within the capacity of the nation, But
without prompt and positive action the outiook is bleak, The purpose of this
report is 10 sugest the measures that are needed to maintain & tloutishing
private component in 4 healthy and balanced system of higher education,

The teport is brief and can be quichly read, but for the convenience of the
reader who is congerned only with its conclusions and r¢commendations,
they dre brought together in Chapter 2. The reasoning that led to those
conclusions and recommendations is set out in Chapters 3-11.

10
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Conclusions and Recommendations

Private Higher Education
{Chapter 3)

The pravate sedtor of higher education is oot mously valudble 10 Ametican
society dnd is an intluential complement to the public sedtor, Policy -makets
it both sate and federdl governments should give increasing attention to
preseiving and stiengthening private higher education,

Financial Distress
{Chapter 4)

The tinancial problems of private higher education other than demo-
graphic factors and  eoscdlating «osly the tuition gap, the unfavorable
provisions of federal student aid programs, the indiscriminate creation of new
public instifutions, and tax reform proposdls inimicat to private philan-
thropy - coukd all be solved or alleviated by quite modest changes of public
policy. State and tederal governments should take medsures along the lines
proposed in this report, which dre consistent with the public interest and the
autonomy of private inslitusions, 1o etiect the necessary changes, The
measures proposed are 10 be viewed as 2 series of intertelated programs,
primarily at the state level but supplemented by the tederal government, Any
one of them would be helptut, but all are needed to provide the private sector

 with the substantial support it needs in order 10 achicve long-range stability.

Narrowing the Tuition Gap
(Chapter 5)

Each «ate should provide adequately funded grants having the eftect of
substantiatly narrowing, but not necessarity closing, the tuition gap.

This report elaborates on one simple, direct and practicable way to ndrrow
the gap, namely, tuition offset grant- for all students in private institutions,
We belicve this specific proposal is sound and should receive scrious
consideration in every state. We recognize, however, that it is not the only
way, and s it is pot formulated as i rigid recommendation,

11
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Aruitoxt provided by Eic:

Rather sy cevommiend that caclt ofate find 2 way, comistent with ity
traditions and necds, o enbaade sttadent ohoees th substantially mattoning
The tuhon dap, Other posadiiities would e 1o eatend the cmetage of present
sl POy o geaisbiitie 1o pecdy studenta in s ate gistititions ot 1o
e tend present otgte shobasiug progeams so tiug they would indude ta
e sludente and provide mone adegusie tants, Another way waould be 1o
Madity vatious federal progeams of studeat ad so that they would indude
Mote students and reaogne ditferenees in twdions between public and
Prvate ambighons (See Chapter 710 Stll another way would e 1o give
SN ULoN] Lrants o prvite mnstititions ftom sLite o fedetal tumds or bogh,
Pl mportant obviedine s 1ot 1o adopt g partoulal sobeme but etfedtively fo
Mmarrems Lt LUbiony gy i one oy ot ottt

Coarrecting Geographic Inequities
(Chapter 6)

Phe amenet and fvpes of ad o privagte stitutions and the students
Atendid them e veried Geativ among the states, with resuiling ineduities
tased on acondents o geagtapity, A cgtnaliy setious pradiem is that sate gid
o slindents my praate coidees s sty beent contined  within ofate
toudat.es, Fodetad iegislation should be enagted 1o provide incendive grants
Lo thte atutes o enatitade them 1o anervome geoptdphin inequitios by giving
ddedudte aid to prvate collodes amd By mualing provision for students wiso
Atend oubotastate aslitutions, The tedetal prowram should be tlenible
Croudl Lo permil T sldtes T de! iy dovordancee with their traditions,
sonshiuTuans restiamts gid Joca! conditions,

Federal Student Aid Programs
{Chapter 7)

Federdi programs of student gid are not well suited 1o the needs of private
nstitutions and then students, Fhe programs do not pronid « tealintic amounts
o money 1o heip students meet the costs o attending prisate colleges and
uninerstivs, The conditions e often oo testrictive oF the programe are
undertunded. | ederd BELOGs should be maditied. 1or example, by adding an
ealng allowanoe o students tor pronate taition o 4 swecidl cost-of wduc.ation
supplement tar prvate imstitutions, e tunding of all tedoral student aid
progtams shogld be imvredsed 1o provide 4 redlistic numibws and amount of
Bl

Statewide Planning
{Chapier 8)

A tationdl wstem of fneher cducation, including both public and private
sodtors, o ondy e ttained By caretad planning, State cducationd! planning

-, 12
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agencivs should take into scoount the presence of private institutions, consuit
with them, when feasibie make contracts with them for needed services, and
otherwise avaoid unnecessary duplication and wastetul competition, Private
institutions should cooperate in statewide planning, but the actions ot state
plinning agencics should respw T the essential autonomy of both public and
private institutions,

Taxation
(Chapter 9)

Federal and state income, inheritance and estate taxes should continue to
provide strong incentives for philanthropic giving. These incentives should be
strengthened, for example, by adopting the Difer plan for increasing the
exemptions available to lower-income taxpayers, Private colleges and univer-
sities should have the same tax exemptions as comparable public institutions,

Fund Raising by
Public Institutions
(Chapter 10)

In the ares of private giving as 4 source of support for higher education,
new relationships and understandings between the public and the private
sectors are needed, The private institutions should acknowledge that public
colleges and universitics may need private gifts for innovation and enrich-
ment; the public sector should recognize that private institutions must enlarge
their search for public funds, both on state and federal levels, in order to
maintain their vitality.

Other Measures
(Chapter 11)

Present student loan programs are compiex and ineffective. A coherent
national system of long-term student loans should be established with
adequate funding and moderate interest, it should supplerment other forms of
aid and not be viewed as & substitute for tuition grants or other aid programs.

To strengthen the academic quality of small, devcloping colleges and
untiversities, which inciude among their ranks many institutions serving
predominantly minority students, the federal program, Strengthening Devel-
oping Institutions, should be reauthorized.

The number of graduate fellowships and the level of funding for research
should be increased, We support the recommendations of the 1974 report of
the National Board on Graduate Education.

Many private institutions cannot oblain sufficient money from current
funds for maintenance and depreciation reserves. Matching grants should be
available to private institutions for replacement, remodeling and reconstruc-

Yy 13
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Con of buildings and cquipment. Bondiag authority, available 1o private
institutions in some states, should be widely adopted,

Litelong or recurring education should be tinanced in ¢ way that will
endbie both public and private institutions 1o meet these educational needs,




3

The Case for Private Higher Education

Phe case ton a substantial body of strong private colleges and universitics,
though compelling, is not s widely understood as it ought to be, The private
sl s not merely an ornament or a lusury  nice 1o have but readily
dispensed with in g crisis, It i an important, even essential, part of the
Americdn s stem of higher education,

In making this case, there is no implication that private higher education dy
such is in amv wav superior to public higher education, No invidious
compdrisons ate needed of intended, Both sectors serve important public
purposes and both have the wpacity tor excellence in discharding their
functions, The two  ae  mterdependent, complementary  and  mutually
supportive, A special case must be made tor private higher education simply
because it is in jeapardy and because new public polic s are needed to
prosetve the benetits aocruing trom the dual sy stem,

Diversity

More than 1500 private colleges and universities are operating in the
United States, They enroll more than 2,100,000 students, They dre located in
49 of the 30 states, They range in size from a few hundred to more than
30,000 students, They vary in tunction from small liberal arts colleges and
specialized protessional schools to great universities with elaborate graduate
and professional programs. Some emphasize occupational interest, others
liberal studies They range in clientele from those serving particular ethnic or
religious groups or particular focal areas to those serving a broad spectrum of
the population. Most are of the latter type. They vary in location, some being
rural, some suburban, some urban. They vary in their philosophy of educa-
tion and in the nature of their educational impact. Some are four-year
colleges and some twowyear. They include institutions of great fame and
influence as well as little-hnown institutions which serve specialized or local
needs Some cater to students of exceptional ability and some to those of
more modest ability, Some dre heavilv engaged in research and public service,
while others concentrate on instruction, Some arc residential and some serve
primarily commuting students. The degree of variety within the private sector
is suggested by the data in Tables 2 und 3, :

15



Spenet

Diversity is necossary i thie figher educational sy stem is 1o be ablke to serve
ity many clienteles and putposes. In the words of Raiph Boswe, an intluential
trustec of several private institutions:

L Hhe student constituency to B served by higher education, . . in-
Audes men umd wonen, old people and vouny people, rich people and
pour people, muny r&es, ethiic grotps and non-ethnic groups, brilliant
minds and belowsaveruge minds, and o range of interests, dptitudes,
persondl needs, ambitions ar.d motivations as broad and varied as our
esceedingly complex culture,

The social needs which higher educdtion must serve are equally
varied, ¢ fields of Rnowledge expand in depth und number, technolog-
ical competition incredses, world im-olvement accelerates, urban living
alters our mores, and atffuence impucts our total way of life.

And thus the mere statement of the complex nature of students and
of social needs is almost enough to demonstrate the requirement of
both institutional arnd program diversity, Certainly no one institution or
type ol institution could be adequately designed to achieve optimum
cervice and qudlity for such a variety of demunds.®

in the spirit of Mr Besse's comment, particular emphasis must be given to
the unique role of the small private college. It typically offers a campus of
human scale, rich community life, concern for the values of liberal learning,
and attention to students as individual persons, Many small colleges, including
those that are not well known, perform a highly valuable service in these
respects. The nation would be ili served if such institutions were to disappeadr
or were forced to change their mission substantially.

in general, private institutions of alf types have included among their main
objectives the development of the -tudent's personality as an individual, This
concern is refiected in the fact that private institutions of all types are on the
average smaller than comparable public institutions. A comparison of the
average enroliment of public and privaie institutions is shown in Table 4.

Checks and Balances

The private sector of higher education serves as a counterweight to the
public sector and provides useful checks and balances. Its existence diffuses
respomsibility for higher cducation, which would otherwise be a sole
prerogative of government. The very presence of private institutions is a
farceful reminder that independent, non-political education is not an
unattainable ideal. The private sector provides examples of alternative
administrative modes and educational programs. It thus serves the public
sector of higher education 4s well as society at large, and some of its strongest

1 Ralph M. Besse, " lhe Case for Pluralism and Diversity in Higher Education” in
Higher Fducation, Human Resoaurces and the National Economy, Addresses and
Discussion Papers trom the Sistieth Annual Meeting of the Association of American
Cofleges, 1974, p, 169
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supporters die 1o be lound among public institutions, The University of
California, for example, is strengthened by the presence nearby of a Stanford,
Similarly, most state and community colleges are influenced by the styles and
traditions of neighboring private institutions. Conversely, of course, the
private sector is intluenced by the pishlic sector,

Exceflence

We rdise here the guestion of guality becduse it attects deeply the tuture
of our society. An adntirable discussion of this issue is found in the previously
cited paper by Ralph Besse.? As he points out, in the modetn thrust lor
cqudlity of opportunity in higher cducation quality has sometimes suttered.
1 might have suitered even worse without the protection of diversity. Under
the banner of cgalitarianism, & subtle attach has been faunched against
excellence in higher education, Of course, excellence which is available only
to the wealthy cannot be defended, but excellence based on achicvement can
not only be defended but may in the fong run be indispensable, 1t contributes
to the preparation of outstanding leaders, to the sound development of our
culture, to the maintenance of our competitive position in the world..

As Besse states, there is nothing inappropriate in a “diversity of the
learning process which provides opportunity in one institution for average or
sub-average inteliects and opportunity in another for superior intellects.
Aimost all the progress of history is traceable to superior minds.'’ This is true,
he say s, not only of science, “where brilliance is commonly recognized as an
ingredient of creativity. 1t is equally true ., .in art, music, philosophy,
literature and every other important category of social activity . . . . whatever
value may be cerived from the social leavening that comes from the less
brilliant students and facuities mingling with the more brilliant students and
faculties, it is more than offset in end result by a divesssity which permits
brilliant faculties to compound their effectiveness by teaching brilliant
students”’ The private sector contributes substantially to such diversity.

Many private institutions are characterized by a traditional form of
educational and intellectual excellence. This is true not only of the great
rescarch universities but also of numerous smali colleges. Such institutions are
a national resource of incalculable value. Their excelience is derived largely
from the traditions and the influences {including small size and selectivity of
personnel) associated with private control. This is not to deny that a high
order of excellence may be achicved in the public sector, which would of
course be absurd. Yet it is no accident that so many private institutions have
achieved exceptional educational and intellectual quality.

The excellence achieved in the private sector and the flexibility derived
from private control have enabled many private institutions to achicve
educational leadership, to serve as standard-setters, and to be sources of
innovation. The private sector has no monopoly on feadership of this kind,
but it has often used the independence and flexibility that come with
privateness 1o sct the example of what a college or university should be fike.

200, cit., p. 170
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The ctiorts of public instifulions toheep up with their private competitors
fras been an important factor i the progress of the public sector,

Academic Freedom

Acddemic freedom consists in part of the right and duty of individugl
professors 1o seeh and speak the truth, More roadly, it includes significant
inner direction for colleges and universitios ay institutions, 1t means that the
academic community should have 4 dominant voice based on professional
judgment -in deciding what to teach, how to teach, what academic standards
to maintain, what fines of resedrch and scholarship to pursue, what to publish
and whom to employ as teachers, Academic treedom in this sense is always in
feopardy, but in the past decade it has been subject to unprecedented erosion
from growing political intluence and from increasing reliance on funds
carmarhed tof purposes preseribed from outside.

Private institutions are by no means exempt from pressures threatening
academic lreedom. But their relative independence from government, the
diversity ol their governing boards, and in many cases their traditions tend to
make them less susceptible torforces that could curb academic treedom thaen
dre public institutions, Even i this were not so, academic freedom is more
likely to be upheld in 4 system of higher education with diversified control
than in one under monolithic control,

Liberal Leamning and Values

One of the important tunctions of the private sector has been, and still is,
to heep alive the traditions of liberal learning and to emphasize sound
persondl values d4s one of the important outcomes of higher education, Again,
private institutions have no monopoly on liberal learning or values; yet in
some areas of the public seclor there has been 3 maried tendency 1o stress
manpower needs 4nd vocdational techniques. That liberal cducation with
emphasis on values has survived and prospered in the public institutions is due
in part to the persistent influence of private colleges and universities,

Relief to Taxpayers

The private sector educates annually over 2,100,000 students. If private
colleges and universitios were to disappedr, the education of those students
would be the responsibility of public higher education. The present average
subsidy per student in the public sector is about $1400. Multiplying by
2,100,000 students yields an estimated additional annual cost to taxpavers of
2.9 hillion dollars.® This amount represents only the operating costs and
ignores capital costs,

3Thc Jctual cost would vary depending on whether one dssumed that the ¢tate would
simply take over the private Institutions and operate them or that the private
institutions would be Jlosed and the students moved to existing state institutions.
interpreting this tigure, it should e noted that, though it represents an additional cost
to taspaversy it does not imply & change in social cost. Rather it would represent a shift
in the burden of educating 2,100,000 students to tanpayers from students, their families
and philanthropists.
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Concluding Comment

The case tor maintaining and strengthening the private sector of higher
education is persudsive. This is not 10 gewert that every single private institution
is @ Harvard, any more than every public institution is & Berkeley. 1, how-
ever, ane eaamines dowly the private institutions of this country, one will
find that overwhelmingly they wre making signiticant contribtions. Each in
its own wday serves ity own pastivular cientele, Even the less well known
private colleges have theit particular missions, and 1o depreciate their con-
tributions is 10 do 4 great disservice to higher education and to the nation.
There are, of course, margingl institutions mostly underfunded some of
which are unclear about their purposes, or under incompetent leadership, or
the victins of misfortune, But the vast majority of private institutions have
long served productively, and they deserve an honored and secure place in the
American higher educational system,

Perhaps the most conclusive evidence of the value of private institutions is
that 2,100,000 students are patronizing them when it costs the student on
the average $1600, or 67 per cent, more than if would cost to attend a public
institution.® But as the tuition ad4p widens, the number of students who can
afford private higher education without financial aid is steadily declining.

CONCLUSION AND RECOMMENDATION

The private sector of higher education is enormously valuable to American
society and is an intluential complement to the public sector. Policy-mahkers
in both sate and federal governments should give incredsing attention to
preserving and strengthening private higher education,

‘(‘uﬂcgc Scholarship service of the Coileaw Lntrance bsamination Board, Student
fapemes at Postsecandars Ingitutions, 197475, New Yark, 1974, p. vi. Datg for
resident students: jotal expenses include tuition and {ees, room and board, transporta-
tion and incidental expenses, §he cost of attending the average public four-year college
was $2400: the average privdate four-vedr coflege, $4039,
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Mounting Financial Distress
of the Private Sector

Private colleges and universitios appeds on the whole 1o have made
substantial progress in most respects during the fate 1950 and the 1960s,
Around 1969, however, the Lide seems to have turned and a4 time of rough
sdifing set i, The resulting tinancial distress has been fully documenied by
Hans Jenmy and G. Richard Wynn,} and Earl F, Cheit,” and William W.
Jellema.3 Following the titet shock of widespread deticits in 1969 and 1970,
the private colleges and universities tightened their belts and in some cases
raiwed more money ;) budgets generdlly were brought back into balance. This
phase has been reported in new studies by Wynn? and Cheit.d But the new
situation is described by Cheit as one of “tragile stability.'” He is by no medans
sdnguine about the fong-run outlook.®

Despite recent budgetary progress, the tundamental situation {or hundreds
of private colleges is deteriorating, 1t is difficult to document this fact
because no timely periodic data on private higher education are available.”

! Lhe Galden Years, Cellege of Wooster, Wooster, Ohla, 1970

2100 New Depression in Higher ducation, WGraw-Hill, New York, 1971

31he Red and the Blae &, Asmnidtion of American Colleges, Washington, D.C,, 1971
rom Red ta B1ack? fossey -Buss, San Frangisco, 1973

341 the Cronvesads, Conter Ior the Study of Higher Lducation, Univensity of
Michigan, Ann Arbor, Michigan, April 1974

5[!:.- New Depression in Higher § dtcarion Iwo Years Later, McGraw-Hill, New
York, 1973

GCMH. op, it pp. 7142

e NCICU Taoh 1 oree has recommended that a regular annual surwey of 4 sample
of private cotleges and universities be instituted, with current data to he reported
prompily, fhe purpose of the survey would be to heep & running record of the condition
of private institutions with reference (o gdmissons, finances and program,



Despite the Lach of current hard data, however, an abundance of scattered
evidence suggests quite Jearly that the number of student applications is
dueclining, that the need to help students finance their expenses is growing at a
faster rate than tuition income, that in some cases enroliment is falling, that a
steadihv  decreasing proportion of  cducationdd costs iy being met from
endowment {See Table 5), that plant mdintenanee is being postponed, and
thal, 4 Whynn points out, crosion in the qudlily of instrudtion may be
accutring (See Table 6).

The most disquivting feature of the situation is the apparent weakness in
student recruitment brought about, in large part, by the growing inability of
students and their tamilies 1o meet coliege costs. The decline in the number
o! applicants is disheartening, not only because students are the raison detre
of colfeges, but dlso because the tuition payments they bring with them are,
even more than in edrlier years, the financial mainstay of almost all private
institutions (Table §).

The etforts of orivate institutions 1o communicdte the precariousness of
their situation have not been entirely successful. Many of the deficits
experienced 4t the onset of the crisis have, as Cheit shows, been corrected by
severe budsetary control and by sirenuous efforts to raise money and recruit
students. Mot institutions are operating with sceming normality. Few wish to
advertise their apprehensions lest they discourage students and donors and
demoralize staft,

Yet most informed obserivers judge that the balance is delicate and that a
wave of dire, perhaps irreversible, distress may be expected for hundreds of
worthy institutions within the next five 10 ten years uniess appropriate public
measures are taken. Since 1970 fifty private colleges have closed their doors,®
But actual demise of colleges is only the tip of the iceberg. What lies beneath
the surface is still more serious, Hf the present trend continues, all but a few
private institutions will be in grave peril.

The critical condition of the private sector is not due mainly to its own
shortcomings. 1t has long served, and continues to serve, the nation well, Its
current difficulities are due primarily to influences wholly beyond the control
of the institutions,

In the first place, the declining birth rate is inevitably beginning to
constrict the pool of available students. Secondly, the costs of higher
cducation are being driven steeply upward by such forces as the general
inflation and the particular cost effects of the knowledge explosion, an
increasingly complex technology, more intricate and restrictive legal obliga-
tions, more demanding social philosophies and new levels of consumer
expectations, while the service industry syndrome limits the abilit, of
educational institutions to reduce unit costs by in¢reasing the productivity of
their work force.

These factors affect both public and private institutions, but private
institutions are at 4 special disadvantage. Endowment and gift revenues, on

SS«- the resuits of 4 survey by the National Coun.ll of Independent Colleges and
Universities. For other statistivs see the National Commission on the Financing of
Postsecondary Education, Finoneing Pusisecondary Education in the United Stules,
Government Printing Office, Washington, D.C., 1973, p, 196.
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which they ate Ly e heavily dependent than public institutions are
inherently less responsive to intlation than public appropriations and cannot
be enpected to heep pace with the cost escalation, So, in the absence of large
public subsidics, the private institutions have been thrown bach on their only
dvdilable source of substantially increawed income  sudent charges, Tuition
and fees charged by private institutions, starting trom a higher base at the
outset, have risen much more sharply than the corresponding charges of
public institutions. Needless 10 say, this has gravely weakened the competitive
position of the private sector, 1t is in the position of a thriving business that
finds itself confronted with an intrinsically strong and heavily subsidized
sompetitor which can sell its procuct at one fifth of the price.

In practical terms, the gap between the charges paid by students at public
and at private institutions is even more serious for the private sector when
measured not in ratios but in actuai dollars. The private sector can survive a
substantial price differential but not a tuition differential that averages more
than $1500 per student per annum and is growing from yedr to year,

The difficulties of private institutions are compounded by other factors
not of their own mahking but resulting from acts of public policy. Many
private institutions find themseives having to compete not only with
jong-established public institutions but with new public institutions located in
more of less close proximity to the private institutions without due
consideration of the over-all supply and demand situation, The provisions of
certain federal programs of the student aid make those programs less helpful
to students attending private institutions than to students at public
institutions and thus tend to draw students away from the private sector.
Actual or threatened changes in tax laws and tax administration in directions
unfavorable to private philanthropy inhibit the flow of gift income.

CONCLUSIONS AND RECOMMI*!OATIONS

The financial problems of private higher education other than demo-
graphic factors and escalating costs—the tuition gap, the unfavorable
pravisions of federal student aid programs, the indiswi i inate creation of new
public institutions, and <ax reform proposals inimical to private philan-
thropy —couid ail be solved or alleviated by quite modest changes of public
policy. State and federal governments should take measures along the lines
proposed in this report, which are consistent with the public interest and the
autonomy of private institutions, to effect the neressary changes. The
measures proposed are to be viewed as a series of inter-related programs,
primarily at the state leve! but supplemented by the federal government. Any
one of them would be helpful, but all are needed to provide the private sector
with the substantial support it needs in order to achieve long-range stability,
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Narrowing the Tuition Gap

Phe tution gap may be loohed dt in two ways: (1) as o 1atio between
public and private tuitions? or {2} as & dollar ditterence between the two.

The ratio between average taitions st all private institutions combined and
4t all public institutions was about three 10 one in 192728 and 1emained
aboul the same until 1951-52, Thereatter, it rose steadily to nearly five to
one by 197172 and since then has stayed at about this level.? Such a change
i the relationship between private and public tuitions could not fail to
reduce the tamge of student choice and impair the competitive position ot
private institutions, But the adverwe change in the ratio is not «o decisive as
the widening ap in absolute dollar Jigures, 11 is the gap in the actudl amount
familics must pdy that intluences degisions,

Average tuitions and fees in aif private and all public institutions and the
dollar gap between them, for selected vedes, are shown in Lable 7, | rom these
figures one obwrves: (1) that tuitions have risen in both sectors: () that the
riwe has been more rapid in the private wetor; (3) that in recent years the rute
o8 1ise Ry not been very ditlerent in the two sectors ad so the ratios have
not Jhanged very much; and () that despite the fairly constant ratios, the
dbysolute dollar gap has continued 10 widen,

The Roai of 4 program for drengthening the position of the private colleges
must be 10 narrow in somie way the dofiar gap between private and public
tuitions and fees. On the assumption that tuitions in public institutions will
continuc to be much lower than those in private institutions {an dssumption
cecepied by the sponsors of this report), 3 the options are as follows:

1. To provide students at private colleges with grants which would at least
partly offset the tuition gap

e torm tuition as used here indludes mandatory fees.

250 Camnegic Commission on Higher kducation, The Cupitol und the Campu,
MuGraw-Hill, New York, 1971, pp. 77-79, and American Coundil on bEducation, 5 fa g
Book on Higher | dination, Third bwue, 1973, pp. 15857, in interpreting the tatio, it
should be noted that (uitions are gross, not net atter student ald,

3y is recopnized that twitions in public insitutions may continue o rise, 48 they have
heen doing for the pat several yegrs, But it iy sassumed that the dollar gap between
private and public twitions will in any Lase continue 1o be sizeablie sng that narrowing ot
this gap is essential 1o the vigor snd survival of private higher edicdation,
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2 1o prnide aid to students in generdl, whether attending public or
private colleges, with the grants adiusted to the highet ¢osle of
attendance at private institutions '

3. To provide private colleges with grants, or pay ments tor services, which
wauhd enable then to slow up or reverse the steady incredse in tuitions

4. Some combination of the loregoing options

There are mamy powible vaiations on these themes. Grants to students
could be awarded on any of 3 multitude of formulas and subject to a wide
variety of conditions and coverages. Grants 1o institutions could likewise be
anarded in various forms and with diverse conditions attached. Moreover, the
g1ants 10 students or institutions might be made by the states, by the federal
govetnment, of ty both.?

It the grants dre 1o narrow the tuition gap, however, they must either be
fnen excitsivelh 1o private institutions and/or their students, or if not
caclusive, be relatively Large in amount (or accompanied by supplementary
Rrdnts) tor privdte institutions or their students, Obwiously, if the grants were
avdifable equally 1o both public and private institutions, or egually to
studente in either type of institution, then the tuition gap woulkd not be
narrowed dand the competitive position of the private institutions would not
be strengthened.

Anather important condition is that a program to assist private institut‘ons
should not result in increased public control of those institutions, For that
reason, if grants to institutions are to be made by the states or by the federal
government, such grants should not carry restrictions or conditions that
would be the entering wedge for bringing private institutions into the public
sector. Because grants to institutions entail greater danger of eroding the
independence of the private sector, grants to students are generally to be
preferred. Institutional grants having appropriate safeguards, however, should
by no means be ruled out. Several states have demonstrated that they can
provide support for private higher education without imposing undesirable
controls,

At least 35 states have alrcady acted in some fashion to assist private
colleges or their students. The programs dre quite varied in their provisions
and in the degree of their funding, Some provide aid to institutions, some to
students and some 10 both.

In the few states that provide institutional aid, the programs are based on
factors such 4s total number of students, number of students in various
programs or various classifications, number of degrees awarded, specific
services performed that are deemed to be of special value to the state, or
some combination of these. Institutional aid is also provided indirectly in
some states by allowing private institutions to issue lax-exempt bonds for
construction of buildings.

40ur recommendation, outlined later in this and in the next chapter, & that the
grants be made by the states, with federal incentive grants to the states (o achieve 2
minimum leve! of geographical uniformity,
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Student aid under the vatious state programs also tahes many forms, it
includes grants based soleh on need, grants based primarity on scholarship
with amounts adiusted to need, grants based on scholarship with no means
test, and flat-rate grants with neither a scholarship nor 3 means test. Where
grants dre based on need, the concept of need may be broad or narrow. In
WOME cAsey, grants are available only 1o students in privdte colleges, in other
cases to students in both public and private institutions. In the latier case, the
grants vary widely in the amount of differential assistance they provide to
students in private institutions,

Few of the programs, whether in the form of institutional grants or

~student grants, have the etfect of substantially narrowing the tuition gap for

latge numbers of students, Few states have significant or well-funded
programs of institutional aid. In many of the states providing grants for
students, the programs apply only to students in the lowest income brackets
or to students of exceptional ability. Such grants serve important purposes
and should be continued, but they leave out the ‘arge numbers of
low-to-middle-income stidents and the great bulk of worthy students of
medium-to-high academic ability. These are the very students who face rising
financial barriers to attending private colleges and universitics and without
whom the private institutions will be in jeopardy.

There are many possible ways of improving the present situation. We see
no need to advocate a single uniform program for the whole country.
Differences in local conditions, traditions, constitutional provisions and
experience all suggest that diversity mayde both desirable and inevitable, The
essential need is to provide adequate funding which will either assist
significantly a broad spectrum of students in private cotleges and universities
or substantially augment the educational funds of private instirutions.

In our judgment, a program to be of maximum effectiveness in narrowing
the tuition gap should have the following characteristics:

1. The grants would be made by the states though gaﬂ of the funds woukl
come from federal incentive grants to the states.

2. The grants would be made in a form expressly designed 10 narrow the
tuition gap between private and public institutions. They might be paid
directly to students, to institutions or to both, If grants to students
were available in both sectors they would provide a differential amount
for students in the private sector to offset the higher private tuition.

3. A state program would be made up of any one or a combination of the
following options: (a) a plan to provide private colleges with institu.
tional grants and/or payments for services; (b) a plan to provide aid to
students attending either public or private colleges, with the grants
varying according to the costs at the college of the students’ choice;
(c) a plan 1o provide tuition offset grants to all students at private
colleges.

SThe question of whether the state or the federal government should be the grantor
is further examined in the next chapter,
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41 taition oftset gants wete seledted, they would be made svaitable to
b o most of the qualitied stidents in private institutions without
restrictive conditions as (o finangigl means of scholarly attainment.

5, Similar grants would be available for graduate and professional students
i prvate cotleges and yniversitios,

0. Fw amount of the tuition oftset grants would be calculated 1o narrow,
but not diminate, the tition gap, The formuld in cach state would be
fuared o the subsidy provided from public tunds for students in public
institutions, Three powible formulas are illustrated in Table 8,

Thesw possible tormulas would have the advantage that the amount
of the wition oftset grant would be tied 10 magnitudes that are under
control of the state government, nanwely, average cos of instruction
and average twitions in public insitutions, No item in the tormula
would I under the contral of the private institutions that would
bhonetit from the grants. But, a public institutions changed their
expaenditures o their charges, the amount of the tuition offset grant
wottld be correspondingly sltered.

7. The wition offset grant program would not replace existing programs
ol student aid or institutional aid. In computing student financial needs .
under eanisting student aid programs, the tuition offset grant would be
deducted from the cost to the student in a private institution. For
enample, 4 tuition offset of $800 would reduce a $4,000 total cost 1o
the private college student to $3,200 for the purpose of determining
student sid,

Assuming L1 million private college students, the gross cost of the
propowed tuition offset program would be about $840 million if the grants
averaged $400, about $1.7 billion if the grants averaged $800, abot $2.5
billion if they averaged $1200, Of course, from this gross amount would be
swibtracted reductions in other forms of student aid. The net cost, therefore,
would be considerably fess than the gross figures.® Morcover, the /rcremental
cost would be sill less, because some states already hawve portions of this
over-ail program in etfect, though in most cawes with inadequate funding. The
cost wuuld be borne partly by the federal government and partly by the state
governments (See Chapter 6),

To sum up, the proposal is that cach sate find 2 way consistent with its
laws, traditions and needs to eniarge student choice by narrowing the tuition
fdp. As we hdave mentioned, a4 number of states diready have some form of
institutional aid or student did. We have clabordted on one other possible
form tuition offsel grants for ail students in private institutions, These
would complement exidting programs in sates that have them and would
form part of the total program to be developed in states that dre just
beginning to move toward aid to the private sector. We are not dogmatic
about the mix of programs; we believe cach sate must build the program that

Sne net cost would be Intluenced by the number of aid recipients in private
institutions snd the nature of the tedersl snd state did programs more specifically, the
farmulas used in caloulsting 3id and the tevels of funding.
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will best tit ite necds, The important objective is 1o narrow the spread
between public and private tuitions and thereby ensure the gredtest possible
treedom of choice for students,

A turther word is in order regarding our recommendation that tuition
offset grants should be available to qualitied students in private institutions
without 1estrictive conditions s 1o tinancial means o scholarly attainment.

We tavor avoiding means tests for both phifosophical and administs ative
redsons, No oleans tess afe imposed on students who benetit trom subsidized
educdation in state insitutions, and the same pringiple should be applied to
tuition otfset grants to private college students, Moreover, the grants should
be helpful 1o neople in the middie-income brachets who have usually been
excluded from most programs based on need. Means tests are inherently
difficult to administer faidy . The ditficulty is being compounded as increas
ing numbers of cighteen-year-olds are claiming adult status,”

There is also precedent for climination of the means test. Some states have
already adopted programs, either of grants to students or grants to
institutions, which involve no financial tests.8 An example of 4 state aid
program that involves no means test is that of Georgia, The state pays a flat
grant of $400 (1o be increased to $600) to all Georgia students attending
private colleges in that state. The disbursement is made to the institutions
under the condition that the funds will be ¢credited to the tuition accounts of
the students, Similarly, in New Yorh grants are made to private institutions
on the basis of the number of degrees awdrded,

While we favor avoiding medans tests for tuition offset grants, we do not
wish 10 be doctrinaire on the subject. We recognize that some states might
prefer 10 exclude from tuition offwl wrants persons with adequate financial
resources, Moreover, we dre ahing no position on means tests for other
sfudent aid programas, either stsic or federal. We are well aware that student
aid based on need, despite its drawbacks, economizes in tax dollars,

In the same spirit, we do not mean 1o be dogmatic in our recommendation
agdinst reasonable scholariv requirements for tuition offset grants, Most
states, however, rightly impose only minimal scholarship standards on those
admitted to the public system of higher education, and the same pringiple
might apply to tuition offset grants to students in private institutions,

Existing programs of student aid emploving means tests or scholarship
criteria have the important purposes of giving special dswistance 1o students of
very low income and disadvantaged backgrounds or of recognizing and
encouraging students of exceptional scholarly ability, Such programs should
be continued and even enlarged. The proposed tuition offset program would
have  difterent purpose. lts objective would be 1o enable the rank and file of
students of varying resources and varying scholarly abifity to choose private
institutions, thus widening their range of opportunitics, The tuition offset

7See Appendin B tor & disussion of the eightecn-yvear-old maiorits .,
sfor a detailed review of state legislution, see William H. McFarlane ¢7 4, State
Fingncidl Measures Invalving the Private Secter af Hidher Fducetion: § Repart ta the

National Cauncil ot Independent Calleges amd Dmiversitios, Assagiation ot American
Colleges, Washington, D.C., 1974,
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program wottdd thetetore be o complenment to programs such as stgte sholar-
ships and spuecial aid to needy students, not g substitute for them,

CONCLUSIONS AND RECOMMENDATIONS

fach sate should provide adequately funded grants having the etfect of
substantially narrowing, but nol necessdrily closing, the tuition gap.

This report elabuorates on one simple, direct and practicable way 1o narrow
the gap, namely, taition offwet grants for all students in private insitutions,
We believe this specific proposal is sound and should receive serious
consideration in every state, We recognize, however, that it is not the only
way, and s it is not formulated as a rigid recommendation,

Rather we recommend that each state find 4 way, consistent with its
traditions and needs, 1o enlarge student choices by substantially narrowing
the tuition gap. Other possibilities would be 10 extend the coverage of present
state programs of Jssistance to needy students in private institutions or to .
extend present state scholarship programs so that they would include far
more students and provide more adequate grants. Another way would be to
madify various federal programs of student aid so that they would inciude
more students and recognize differences in tuitions between public and
private institutions (See Chapter 7). Still another way would be to give
institutional grants to private institutions from state or federal i inds or both,
The important obijective is not to adopt a particular scheme but vffectively to
narrow the tuition gap in one way or another.
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Correcting Geographic Inequities in
Public Aid to the Private Sector

Public aid to private higher education has up to now been primarily a
tunction of state governments. As a result, the system of aid has been
inequiiable among geographic areds. Programs in states now giving aid differ
widely in their provisions and level of funding, and some states have no
progrann at afl. Tl amount of aid available to particuldr institutions or
particular students is, therefore, very much a matter of geographic accident.

In addition to the wide variation in benefits, most state programs are
contined within the states’ own boundaries. They are limited to students who
are state residents and who attend in-state institutions. Many students attend,
or wish to atiend, p-ivate colleges outside their home states, and many private
institutions draw heavily on students from out of state, For exampk:, some
private institutions are regional of national in character and envoll as many as
ninety per cent out-of-state students, The free flow of students across state
lines is desirable 1o enlarge student choices and to overcome provincialism. A
system of aid which restricts this interchange of students impairs student
freedom of choice.

A sound system of tuition grants designed to meet the need and to treat
persons and institutions equitably should not be restiictive ds to residence of
students or location of institutions. This goal calls for a state-federal
partnership to provide incentives and 1o help compensate for differences in
state resources. Such a partnership must be achicved by retaining the
well-recognized responsibility of state governments for higher education and
at the same time achnowledging the need for a solution combining state
responsibility with federal aid to promote reasonable geographic equity and
mobhility.

if the states are to be the primary source of tuition offset grants, two
possibilities exist:

1. To pay tuition offset grants to state residents regardlcss of where the
private institutions they attend are located. (An cxample of this was
the initial Pennsylvania plan, which gave equal aid to needy students
attending both in-state and out-of-state institutions.)
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Do to pay tuion oftsel gnants to students attending in-slate prisate
institutions regatdless of the states in which they reside. (1 or example,
Marsland pavs inestate private institutions a4 capitation grant for ¢ach
stadent without regand to the residence of the student.)

The titat of these dlternatives van be sapported on the fogic that it would
dasist those institutions, whetever focated, that reliove the state of part ot its
educational burden. The scond can be advocated on the grounds that it
would sidestep the inaedasingly complen problem of defining residence and
would be consistent with the pringiple that state governments should be
primarily responsible tor institutions of higher education. On grounds of
political duceptability, lhc first alternative appedars preferable, but either
would meet the problem

To induce the s!.m.'s 10 dceept cither alterndtive, tederal incentive grants
may be needed. For example, the federal government might supply sonwe
perventage (sav 23 per cent) of the funds needed to finance 4 tuition oftset
program provided the | cogram meluded grants to resident students attending
private institutions logated in other states,

Another varigtion might be tor the federal government to finange 4
portion of il tuition ottt grants, but g larger fraction for students attending
out-0t-state institutions than tor those attending in-state institutions: tor
example, torty per cent tor students going out of state and twenty per cent
tor those temaining in state. I such & caw, federa! assistance might be
thought of as 4 pachage: no aid for one type of student without the other.

A combined state and federal solution would seem 1o be preferable to a
wholly federal solution in view of the fact that many states have dlready
tahen the initiative in providing tuition grants and are beginning to assume
responsibility for the health of the private sector. The states are dlso in a
position o take account of regional differences in the needs and aspirations
of the private sector. Thus a strong ¢ase can be made for continuing state
responsibiifity. But to achieve a truly equitable system of tuition grants,
tederal partnership in funding is essential,

CONCLUSIONS AND RECOMMENDATIONS

The amount and types of aid to private institutions and the students
attending them have varied greatly among the states, with resulting inequities
based on decidents of geography . An cqually serious problem is that state aid
1o students in private colleges has usualhy been confined within state
boundaries. Federal legistation shoyld be enacted to provide incentive grants
10 the states 10 encourage them to overcome geographic incquities by giving
adequate did 1o private colleges and by making provision for students who
attend out-of-state institutions, The federal program should be flexible
cnough o permit the states to gct in accordance with their traditions,
constitutional restraints and local conditions.

541 e tirst alternative were selected, federal legistiation should define residence in
otdet 1o dchieve consistency amonyg the states,
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7

Modifying Present Federal
Student Aid Programs

Federal student aid inctudes primarily the following four programs:
(1) Basic Educational Opportunity Grants (BEOGs), (2) Supplemental Educa-
tional Opportunity Grants (SEOGs), (3) work-study grants and (4) various
loan programs. The BEOGs are considered the basic grants and are
administered directly by the federa! government, The other programs are
suppiementary and dare campus-based for purposes of administration,

As an alternative or as an addition to the tuition offsct grants proposed in
Chapter 5, present federal student aid programs might be moditied so that
they would partially bridge the gap between public and private tuitions.

While federal student aid programs have been helpfui, and we are grateful
for them, they do not adequately mect the needs of students attending
private colleges, The long-standing campus-based programs, such as SEOG and
work-study are well designed for the private sector, but both have been
underfinanced. The Education Amendments of 1972 expanded considerably
the pool of students eligible under these programs without a comparabie
increase in funding. The result has been an actual decrease in the amount of
money dvailable per student. The funding of existing campus-bised student
aid should be substantially increased,

So long, however, as funding of those programs remains at its present low
fevel, the private sector must depend at least in part on the Basic
Educationsl Opportunity Grants {BEOGs). But the BEOGs offer limited
assistance to students in private institutions because, under this program too,
payments arc 1oo fow, The maximum annual amount allowable under the law
ts §$1400. In fact, because ol inadequate funding, the actual ceiling was set by
the U.S. Office of Education at $452 for 1973-74 and $ 1050 for 1974-75.
Whether one considers the legal or the actual fimit, it is obvious that the
grants will go further in financing a student’s education at public institutions,
where the tuition is commonly $300 to $800 than at private institutions with
tuitions of ¢ 1500 to $3000.

Under BEOG payment schedules for 1974-75, for example, the student
with maximum grant cligibility would have about $3000 of unmet need if he
attended the average private four-year institution as against $1000 of unmet
need if he attended the average public four-year institution. The difference of
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$2000 « year is important Lo the student, especially over a period of tour
years. Futther, it a private institution seeks to overcome the difterential, it
must find an additional $2000 of studcnt aid each year the student is
enrolled,

The problem is enacerhated by the fact that fittle or no aid is available to
famities with incomes above $9000, Many such tamilies need considerable aid
if their children dare 1o attend private institutions. Private colleges and
universities have traditionally supplicd large amounts of financial aid from
their operating tunds so that stuaents drawn from low- and middle-income
families may have an opportunity to attend the same institutions as those
who can atford the requisitc fees. As Table 9 demonstrates, private
institutions have sought 1o meet their social responsibitities by maintaining an
open door for the education of all students, but these efforts have required
great financial sacrifice on the part of the institutions.

Federal BEOGs should be modified to meet the necds of students in
private institutions. One way would be simply to add an extra allowance for
private tuition which would have the effect of partially offsetting the tuition
gap. Another way would be to provide a special cost-of-cducation suppiement
to the institution for students qualifying for aid and attending private
institutions.! Stilf a thsrd way might separate student aid into distinct tuition
and “other expenses’’ components as was done in the eminently successful Gi
Bill of 1944,

Private institutions dre also at & disadvantage in federal student aid
programs related to Viet Nam veterans, Social Security, and ROTC. These
programs, unlike the 1944 G| Bill, make little or no allowar.ce for recipicents
who wish to attend private institutions. A given allowance obviously goes
further in fow-tuition public institutions than in high-tuition private
institutions, As a result, most students under these programs have been
effectively excluded from the private sector.

What is needed in those federal programs is some form of payment to
compensate in part for the heavy subsidization of public tuitions.

CONCLUSIONS AND RECOMMENDATIONS

Federal programs of student aid are not well suited to the needs of private
institutions and their students. The programs do not provide realistic amounts
of money to help students mect the costs of attending private colleges and
universities. The conditions are often too restrictive or the programs are
underfunded. Federal BEOGs should be modified, for example, by adding an
extra allowance to students for private tuition or a special cost-of-education
supplement for private institutions. The funding of all federal student aid
programs should be increased to provide a realistic number and amount of
grants,

xSme programs of student aid could also include somifar differential provisions for
assistance to students in private institutions,
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Statewide Plannlng'

A setious problem for many private institutions has been the competition
of newly established state institutions or branch campuses. Whercas 4 private
college or university may formerly have been preeminent in its area, now it
may forced to compete with @ new campus of J staic university, 4 new state
college or 4 new community cotlege. There can be no just cause of complaint
if the ostablishment of the new institution has resulted from careful and
ubjedtive study of the over-all educational needs of the area and of the
resources avgifable 1o meet them, But in the establishment of new campuses
there haw on the whole been little consultation on the part of public agencies
with atfected private institutions and little effort to it them into g
compichensive and coherent satem, The problem may be water over the dam
in those sates that have dlrcady completed their great surge of public
institution building, But in other states, where the establishment of new
public institutions got & late start, the process of building new public colleges
continues to present an often gratuitous though never inexpensive threat to
private institutions,

But the buiiding of new public campuses is not the only probiem,
Dupficative programs dare often initiated by public insitutions, and tacitly or
formally approved by slate planning agencies, without adegudte consideration
of the consequences for private institutions,

{1 hias become increasingly evident that the time tor unbridled competition
and inadequately planned expansion in higher education has long snge
passed. The Education Amendments of 1972 authorized the creation of
statewide planning agencics, which have since come 1o be known g4 1202
Commissions.” The legislation manddtes the participation on such commis-
sions of representdtives ot both the public and the private sectors of higher
education as well av the general public, As of July 1974, 48 states had
established 1202 Commissions or designated existing bodies 1o perform their
function of statewide planning. Obviously, the legislation is not binding on
independent colleges and universities but it is vital to their welfare that they
participate fully in the planning process.

There arc many imaginative ways in which a state can utilize effectively
the resources of the private sector. For example, in Hlinois two or more
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mivate colieges e providing, under contractual arrangement, ¢ducational
srvices i the aris and sciences ot locad community cotleges, The provision
of sudent grants, as dosaribed elsewhete in this report, can encourage
eirallment in independent colleses at subsbantiad savings (o the taspayer,
Private universition in g sty of states provide professiondl togining in
dentindny and mwedicine under contiacts with those states, 1n several states
private colleges dre paid tor swervices rendered to the ditizens of the states,

The hazards of foss of ttonomny and submission to state regulation are
recognized, but a balance can be achioved which will asure the essentiad
independence of private institutions, yet will permit their participation in
rational planning to the general benefit of baoth public and private higher
cducdtion and the sogicty they serve,

CONCLUSIONS AND RECOMMENDATIONS

A rationd! system of higher education, including both public and private
sectars, o i only be attained by careful planning. State educational planning
aencies should take into account the presence of private institutions, consult
with them, when feasible make contracts with them for needed services, and
otherwise avoid unnccessary duplicstion and wasteful competition. Private
institutions should cooperate in statewide planning, but the actions of state
planning agencies should respect the essential autonomy of both public and
private institutions.
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Tax Laws and Tax Administration

Two tan issues dre of concern fo institutions of higher education. One
relates to the taes they are ashed 1o pay, the other 1o their ability to obtain
private gifts and donations,

To varying degrees, private institutions of higher education are granted
exemption from property tases, sales taxes and other state and local taxes in
return tor their services to the public. The extent of siuch exemptions varies
among the severgl states. In recent decades a tendency 1o restrict the
tan enempt status of educational institutions has set in. As 2 matter of policy,
private colleges and universitivs should be exempt from property, sales and
other state and ocdl tanes on the same basis s public institutions.? This
eaemption should estend 10 il property used for educational and related
PUDIOWS,

The seeond tan issue is by tar the more important of the two. Private
Qiving plays 4 major role in tindncing the expenditures of private institutions
(Tabie 10). In the private sector, gifts not only help finance new
construction, academic innovation, resedrch and scholarships, but are
essentigl 1o the operation of the institutions. In the case of public
institutions, gifts and contributions provide supplemental funds for innova-
tion and cnrichment of programs - funds which would not generally be
available from state appropriations, Both private and public institutions need
more private tunds than they are currently receiving, Neither can atford any
diminution in this form of support,

The bicalth and strength of private higher education is especially dependent
on philanthropy. Without substantial private giving the independence of the
private sector its independence of government and of the market -cannot be
sustained.

Philanthropic giving supplies on the average about 25 per cent of the
current educational funds of private institutions of higher education (See
Tabies 5 and 11). Part of this is in the form of current gifts applied to
operations and part is in the form of income on endowment resulting from

Lvoluntary contributions for public services such as fire and police protection may
be in urder, but political deswure 10 mahe such contributions should not continue to be
intensitied 4y it hds been in many jurisdictions, v
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past gitte, The tiguies i Table 11 shaw the reldtive importance o
philanthropic gitts past and present in higher educationdl budgets,

Untortunately, philanthropic giving to private institutions, though increas
ing absolutely, has been declining & & percentage of total educdtiondl funds,
45 shown in Table 12, This relative dectine must e halted and reversed if the
private seotar of higher ceducation is to retdin ity independence and is to
provide the diversity and leadership that is its socidl function. But just 4t the
time when philanthropy is called upon 101 pving on a4 larger scale, proposals
dre being made 1o weaken the taa incentives tor giving.

Three asrguments dre advanced for reducing or climinating these tax
incentives, One is that philanthropy is simply 4 consumer expenditure. To
give 10 a college or hospital is no different from buying 4 new automobile or
giving one's son an dllowance, and no tax concession is called tor, Another
argument is that a charitable deduction under the income and estate taxes
represents the use of public moncy (that would otherwise be collected in
taxes) at private discretion and without appropriation by proper legisiative
authority. Professor Stanley S, Surrey, who has been 4 leader in efforts to
broaden the bawe of the income tax, refers 10 these deductions as “'lax
expenditures™® and argues that they should be replaced by publicly
appropriated funds, A third argument sometimes advanced is that the present
system of deductions provides more benefit to those in the higher tax
brackets than to those in low- and middie-income groups and is therefore
discriminatory.

The argument for maintaining and strengthening tax  incentives for
philanthropy is that private giving is on the whole meeting needs that would
otherwise have to be financed through taxes and shouid theretore be given
tax concessions.? This view is further supported by the fact that there are
social advantages in a pluralism that atlows some funds to be spent for public
plirposes, such as higher education, at the discretion of individuals rather than
being gathered up and spent by government.

Private philanthropic dssociations have long been accepted as an appropri-
ate way of doing things in our pluralistic society. They were observed by de
Tocqueville to be a4 common feature of American society in the early 1800s.
The debate on the Revenue Act of 1917 made clear that the charitable
deduction reflected a4 desire to protect the income of philanthropic
arganizations and, in particular, the income of educational institutions.

2ufederal Income Tas Reforms: The Varied Approaches Necessary to Replace Tax
t spenditures with Direct Governmentd! Assistance,” Manurd {aw Review, December
1970, pp. 152-408

35« 4 more detdiled discussion of the fax ihssues relating to philanthropy see
Association of American Universities, Tun Refarm und the Crisis of Financing Higher
Education, Washington, D.C., May 1973.

%A Wuvhington Pust editorisl of the time stated, “This country cannot abandon or
impoverish the great structure of private charity and education that has been one of the
most notable achlevements of American civitization.” - The Wushingtun Pust, August 28,
1917, as quoted in 55 Congressionat Record, 6728 (1917},
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Congress reattumed the propriets of the charitable deduction in 1938 by
stating, The Government s compensated tor its foss of revenue by its reliet
trom tinangial burdens which would otherwise have to be met by appropris-
tions ftom public tunds.”® In 1969 Congress again endorsed the basic
praipde ot the charitable deduction. 1t increawd the thirty per cenmt
Imutation on contributions 1o (Y per went in order 1o stiengthen the
meentive for taspavers’ charitable contributions,®

In addition to meeting needs that would otherwise have 1o be financed
through taves, there are other socidl advantages in 4 pluralism both of control
and of tinanging, A multiplicity of financing sources diffuses actual and
potential power and encourages diversity, individuality and individual
initiative. Terry Santord noted that 4 conscientious government is somewhat
restrained in initigting new programs.”” Society must often depend upon
private philanthropy 1o test new ideas tor their public value. As others have
observed, the helping hand of government, even though the help iy omx
monetary, may turn our lively pluralistic society into deadly uniformity.
This trend may have already surfaced in Sweden where, good as public
education is, “there are grumbles that unitormity and equality have replaced
individuality. kverything--curriculum, statting, the quality ot sghool meals ~is
set by the Government.'"?

Thow who propose the ¢limination of tax incentives for the charitable
deduction generally propose as a substituste governmental grants or matching
prants, They assume that the system would produce about the same level of
support tor charity a8 the present indirect system, that it would be
constitutional, and that as 4 policy matter the new system would be
preterable to current policy.’® They tend to concede that any non-tax
substitute must assure educational institutions of support equal to “that

SHouse ot Representatives, Report No, 1860, 75th Congress, 3rd Session, p. 19
(1938)

Ss1att of the joint Committee on Internal Revenue Tasation, Generual Evplunation of
the lTus Retorm At of 1969, pp. 715, 77-78 (1970). On the other hand, the bill retained
the thirty per cent limitation. with some exceptions, on gifts of appreciated property on
grounds that it was sometimes possible for the taxpayer to realize a greater afiertax
rofit by making a gift of appreciated property than by selling it, paying tax on the gain
and keeping the proceeds.

Merry Sanford, The Lunury of Doing Good, Address 1o the 1972 Business
Professions and Trades Dinner, National Conference of Christians and jews, Chicago,
Hlinois, November 29, 1972

8;udge Friendly, “The Dartmouth College Case and the Public-Private Penumbra,” 12
Terds Quurteriv {2nd Supplemenrt) 1969, p. 30

9santord, up. it

mAsmmmn of American Univensities, up, ¢if,, p. 13



which they can reasonably  anbicpate trom the present tax espenditure
system, !

Their conclusion that « system of governmental grants is preferable to the
present svatem of tay meentives for private giving rests on questionable
assumptions, As noted by Protessot Boris Bitther of the Yale Law Schood, it
would e ditticult to devise & totmule for matching grants that would
produce, even in the agiregate, the same amount of revenie that charitics
now owe 1o the tas deduction, and it is almost incongeivable that this could
be done tor particular charities or even categories of charities.'2 Moreover,
d Professor Ritther observed, there may be insuperable constitutional
obstacles 10 the inclusion of religious organizations in any grant system.!3

As Critics propose retorms, the observer <hould heep in mind the structure
of private giving. Colleges and universitics depend heavily upon the large gift.
Although gitts of $3000 and over d¢counted tor only about five per cent of
the number of transactions in 197071, they produced about 78 per cent of
the amount of voluntary support.??

The tan provisions which help generate the large gifts are often those
which alvo generate the greatest criticism and the most vocal proposals for
reform. Attachs are being mounted on three mdjor provisions of current tax
law:

{1} the deduction tor income tax purposes of charitable contributions of
individuals and corporations,

{2) the abality 10 deduct the fair inarket value of appreciated securities
and real estate donated to charity,

{3) the unlimited estate tax deduction tor charitable gifls,

These three provisions dare critical to maintaining the flow of private
contributions to institutions of higher education,?®

Afthough large gifts are the mainstay of voluntary support to private
colleges and universities, there are great advantages to broadening the base,

B R, McDaniel, “* Alternatives to Uttlization ot the | ederal Income lan System
1o Meef sunial Problemn,” 11 Bostan College Indus . und Commercidl Law Reviow,
1970, p. 880

32g0ris Bitther, “Charitable Contributlons: Tax Deductions or Matching Grants,” 28
Jax Law Review, 1972, pp. 317, 42. An esample of a proposed formuls is given in
McDaniel, op. </it., pp. 80-82 and in McDaniel “Federal Matching Grants for Charitable
Contributions: A Substitute for the Incentive Tan Deduction,” 27 Jav law Review,
1972, pp. 396-407 and in D, 8. Wolkoff, “Propasal for 4 Radical Alternative 1o the
Chatitable Deduction,” 1973 l'r.g‘..’n ity of Hinuis Law Forum, pp. 294-306.

13gitther, up cit,, pp 40-43
34 Avoniation of Ametisan Universities, op., ¢it.. pp 7-8

“lhc drguments for Jarxd agdinst proposed changes dre discussed in Association of
American Universities, Jav Retarm, pp. 10-38,
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One proposg! tor bragting this about and tor making the Tan sy stem e
CUItable Bge Beent sugested by ALan Prter, president ot the Carneaie
Corporation.?© Under tus plan, cveny taapaser, whether on not he itemizes,
woild cither be given 4 1itty per cent tan eredit 1or his charitabie gifts or be
llowed 1o tile under the prosent ssatem, whicheser would benctit him more,
The Pater plan woubd have the vHedt of eapandma phitantiiropc giving in the
mudcdic gnd fower brachets,

To condide, woe tavar maintaining o svstem ot philanthropy swhich
UM ey s part of the powet over allocafton of esottoes tor public purposes 1o
individual donors and witich ielps 1o presenve the initigtive and institutionad
intetity ot qolletes and universitics, I addition o preserving the vatious
eentives tor private contributions, o dear nationgl polics is needed tor
philanthropie givimt. T he uncertaintios of recent sears have handicapped
tund-raivng for higher edudation,

CONCLUSIGNS AND RECOMMENDATIONS

federal and sate income, inheritanee and estate tanes should continue to
provide strong incentives for philanthropic giving, Tacew incentives should be
srengthencd, tor example, by gdopting the Pifer plan tor increasing the
enemptions avgilable to lower-income taapavers, Privade colleges and univer-
sties should have the same tan exemptions gy compat able public institutions,

m"kcm.ﬂuing the (haritable Deduction,” Annud! Report, Carnegie Corporgtion of
New York, 1972, . 312
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10

Fund Raising by Public Institutions

Many public institutions have fong engaged in fund raising from private
donors, The practice is growing. For esample, campaigns have recently been
announced ot Calitornia State University gt Northridge for $ 10,000,000 over
ten yuars, af Calitornia State Haviernty at Fullerton for $2-6,000 (00 a year,
at UCLA for $ 20,000,000 over tive yedrs, plus the annual fund which grosses
$15.000,000 a year.? The increase in voluntary support to public institutions
over the past decade is shown in Tabic 15

1t is apparent that public institutions need private funds tor eariching
enisting  programs and  for innovation, Legislative bodies have typically
demonstrated 4 tefuctange to underwrite these two areas, They become cven
more refuctant 1o appropriate  funds for enrichment and innovation
during periods of public purse-tightening. At the same time, educastional
feaders of public institutions need new sources of tunds 1o maintain
the vitality of their programs, The public inditutions naturally turn
1o private giving.

The increased resort to private fund raising by public colleges and
universitios has implications for both the public and the private sectors.
Although some of the contributions to the public sector will represent
additional resources avdilable to higher education dav a whole, other
contributions may be made at the expense of private institutions,

CONCLUSIONS AND RECOMMENDATIONS

In the drea of private giving as 2 source of support for higher education,
new relationships and understandings between the public and the private
sectors are needed. The private institutions should acknowledge that public
colleges and universitics may need private gitts for innovation and enrich-
ment: the public sector should recognize that private institutions must enlarge
their scarch for public funds, on both state and federal levels, in order to
maintain their vitality,

31 e Angeles 1imes, Aprit 14, 1974, pp. 3, 24
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Other Measures

The task force has given primary attention to basic public policies for
private higher education. At the same time, we would call attention to several
other measures which merit support. We are not presenting complete docu-
mentation on these measures because others have already done so, But we
regard them as of great importance in a coherent program for the stfengthen-
ing of the private sector.

1. A ndational student loan system should be created, with adequate
capital, to provide long-term loans on moderate terms. In recent years
much attention has been given to the need for a comprehensive and
practical student loan system, and an cnormous literature has been
produced on technical aspects of the use of credit to finance students.
But the nation is a long way from a coherent and efficient student loan
program with workable provisions and adequate capital, Both the states
and the federal government should give high priority to repairing this
deficiency. A loan system, however, is not a substitute for tuition
grants or for other forms of student aid. Loans should be employed as a
supplenental form of assistance for students in both private and public
institutions, not as the main source of financial aid.

2. For nearly a decade the Congress and the executive branch of the
federal government have jointly supported a program to strengthen the
academic quality of developing institutions. This program provides
significant help to colleges serving minority students. We are encour-
aged, in the final year before the law expires, by the administration’s

" budget request and by an initial congressionz’ response which offers a
hope of full funding of this program for th. irst time. For the benefit
of many small colieges and universities, this program should be
reauthorized when it expires. Special empr, sis should be applied to
that portion of the program which provides basic grants for a period of
more than one year.

3. Graduate feliowships and increased funding of research should be
provided as recommended in the 1974 report of the National Board on
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CGraduate Lducation.! Graduate tellowships should be aditisted to meet
the tuitions of the paticular institutions attended th the holders of
stuch teliowships,

4. Although we recognize that highest priority has 1o be given to current

Cooperations, we dre nevertheless anare that we are entering $ Perfod M
which private institutions will have deferred expenditures for deprecia-
ton and maintenance and will be unable 1o set aside adequate funds for
these purposes out of current revenue. We therefore recommend that
mdtching grants be made available to private institutions from federal
or state funds, for replacement, remodeling and reconstruction of
buildings and equipment. We also recommend that bonding authority,
which is available to private institutions in some states, be generally
sdopted.

3. Litelong or recurring education should be tinanced in wavs that will
enable private institutions, along with those in the public sector, 1o
serve students in this growing field. Funds are needed (1) 1o support
ddult education programs and (2) for aid to adult students. So far, the
nation hds not seriously addressed the problem of financing continuing
cducation. Programs have been financed from funds already available
for ontension” or hdave been made to be self-supporting or even
profitb-making from fees. Support for students has been virtually
non-caistent, though it is urgently needed if the promise of adult
education is to become ¢ redlityv. Sofutions must be found that will
cnable both public and privdate institutions to meet these educational
needs.

x\ta:ionzt Board on Graduate Education {sponsored bv Conference Board of
Associated Research Councils!, Federul Policy Alternatives Toward Graduate Education,
Washington, 1974
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t Hiel

Enroliment in Private Col ges and Universities as a
Percentage of Total Envoliment in All Institutions,

United States, 1950-1973 * e
All
All Four-Year
Institutions Institutions
1950 50% 53%
1955 H 48
1960 41 45
1965 34 38
1970 27 32
1973 24 30

Source: Amerkan Council on Education, A Fuuthook of Higher Education, Washington,
1974, pp. 9, 15 Refers to degree-credit students. Four-year institutions include those
which offer a bachelor's degree or higher.

Interpretation of data: in 1980 private institutions of all types accounted for 50

per cent of tolal enrollment in alf institutions, while private 4-year institutions accounted

for 53 per cent of the enroiiment in inslitutions which offered the bachelor's degree
or higher.
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Table 2

Private Colleges and Universities,
Number and Enroliment by Type,
1972-73

Number of

institutions  voliment

Leading research universities (awarded in
1970-71 more than 50 Ph.D.s and
received more than $ 10 millions in .
federal support of academic science) 23 281,000

Other research universities (awarded in
1970-71 more than 30 Ph.D.s and
received more than $5 million in
federal support of academic science) i3 115,000

Other doctorakgranting universities ¢ 48 . 304,000

Comprehensive colleges and universities
{offer masters' degrees and have
enroliment of more than 3,500
students) 44 248,000

General baccalaureate colfeges (institutions
with fewer than 3,500 students including
mainly liberal arts colleges) 719 816,000

Two-year colleges 247 131,000

Separate specialized professional schools
(including schools of medicine, other
health professions, engineering, business,
music, art and design, law, teacher
training) 437 238,000

TOTAL 1,531 2.133,000

Source: fudith T. frwin and joha D, Millett, The Campus Resources of Higher Educetion
in the United States of Ameriza, Academy for Educational Development, Washington,
D.C., 1973, pp. 10-11. A simifar table with slightly different classifications may be found
in Camnegie Commission on Higher Education, A Classification of Institutions of Higher
tducation, Berkeley, 1973, pp. 6-7.




Alabama
Alasha
Arizond
Ark dnsas
Cdlifornia
Colotado
Conncgticut
Delaware
D.C.
Florida
Georgia
Haw aii
{daho
{Hinois
indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland

Massachusetts

Michigan
Minn¢sota
Mississippi
Missouri
Montana

Source: lrwin and Millett, op. ¢it., pp. 16-19

Distribution of Private Colleges and

Table 3

Universities by State, 1972

Number of Private

Institutions
21
2

6
1
105
B
26
4
16
29
32
5
3
89
42
36
24
28
11
13
24
89
45
33
17
49
3

Nubrasha
Nevada

New Hampshire
New Jersey
New Mexico
New York
North Caroling
North Dakota
Ohio
Oklahoma
QOregon
Pennsylvania
Rhode {sland
South Carolina
South Dakota
Tennessee
Texds

Utah

Vermont
Virginia
Washington
West Virginia
Wisconsin
Wyoming
Other

TOTAL

45

Number of Private

Institutions

14
2
15
36
5
157
45
3
69
14
20
114
10
25
10
45
53
5
14
35
12
R
30
0
13

1,531



Table 4

Average Enroliments in Public and
Private Institutions, by Type, 1972
s @ @ «®
Public Private
Leading research universitics 26,400 12,234
Other research universities 16,809 8,824
Other doctoral-granting universities 13,374 6,337
Comprehensive colleges and universities 8,098 5,629
General baccalauteate colleges 2,019 1,135
Two-year colleges 3,006 ' 531
Specialized professional schools 1,471 544
All institutions 4,851 1,393

Source: frwin and Millett, op. ¢it., p. 13

Table §
Sources of Educational Income,
Private Institutions of Higher Education,
United States, 1929-30 tn 1970-71

Tuitions

and fees Government Endowment CurrentGifss Total
1929-30 §7% - 31% 12% 100%
193940 57 4% 25 14 100
1949-50 42 31+ 13 14 100
1959-60 59 5 14 22 100
1965-66 64 9 10 17 100
1970-71 64 9 9 18 100
*Gl period

Source: Carnegle Commission on Migher Education, Higher Education: Who Pays? Who
Benefits? Who Should Pay? McGraw-Hill, New York, 1973, pp. 22-23, 136-61. Excludes
federal grants for research and public service, gifts designated for student aid, auxiliary
enterprise income, and other income.
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Table 6

Educational and General Expenses per Student,
in Current and Constant Dollars,
48 Priyarg Liberal Arts Colleges, 1964-73

Current Constant

Dollars Dollars
1964 $1,849 $1,849
1965 1,955 1,874
1966 2,049 1,870
1967 2,228 1,936
1968 2,387 1,968
1969 2,580 1,995
1970 2,835 2,048
1971 3,026 2,075
1972 3,138 2,056
1973 3,282 2,036

Source: G, R. Wyan, A? the Crossrouds: A Report on the Financisl Condition of Forty-
cight iberdl Arns Colleges. .., University of Michigan, Ann Arbor, 1974, p. 23. Wynn
indicates that the rate of inflation of costs is gredter in higher education than in the
economy generally,

Table 7
Average Tuition and Fees in Public and Private
institutions and the Tuition Gap,
Selected Years, 1956-57 to 1972-73
Private Public Dgf Ratio
1956-57 $ 589 $173. $ 416 34
196162 906 218 688 42
1966-67 1,233 275 958 4.5
1971.72 (est.) §,781 367 1,414 49
1972-73 {est.) 1,919 392 1,527 49

Source: U.S, Office of Education, Projections of Educational Statistics, Washington, U.S,
Government Printing Office, 1967 editlon, p. 94; 1968 cdition, pp. 98-9; 1970 edition,
pp. 109-10; 1971 edition, pp. 106-7
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Table 9
Percentage Distribution of Undergraduate Students
by Family Income and Institutional Type, 1972

Institutional Type/ Public Private
income Level Institutions institutions

Research Universities:

Under $10,000 28.0% 19.8%

$ 10,000 and above 720 80.2
Other Doctorate Granting
Institutions:

Under $10,000 33.9 32.7

$10,000 and above 66,1 67.3
Comprchensive Colleges:

Under $10,000 428 30.5

$10,000 and above §7.2 69.5
Liberal Arts Colleges:

Under $10,000 25.0 29.9

$ 10,000 and above 75.0 70.1
Two-Year Colleges:

Under $10,000 399 33.4

$10,000 and above 60.1 66.6

Source: LS. Bureau of the Census, Current Populution Survey (October 1972), special
tabulations; taken from The National Commission on the Financing of Postsecondary
Education, Finuncing Posnecondary Education in the United States, U.S, Government
Printing Ottice, December 1973, p, 140

Table 10
Private Gifts and Contributions as a Percentage
of Tota! Institutional Expenditures,
by Institutional Category, 1970-71
(Dollar figures in millions)
Type of institution Pg‘vf::e é"m Percentages
Major P ivate Universities $ 6045 $ 29612 204
Private men's Colleges 314 101.0 31.t
Private Women's Colleges 568 22583 25.2
Private Coed Colleges 3451 1,453.8 23.7
Prof. & Spec. Schools 118.2 4334 27.3
State Universities and Colleges 3141 7,095.8 44
Municipal Universities and Colleges 11.6 2488 4.7
junior Colleges 22.2 363.3 6.1
$1,5039 $12,8827 11.7

Source: Data for Columns 1 and 2 from Council for Financial Ald to Education,
Voluntary Support ol Education 1970-71, pp. 62-63; percentages calculated for the
Tash Force. Institutional exper.ditures comprise “educational and general’’ expenditures
angd student aid.
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Table 11

income from Endowment and Current Gifts as
Related to Total Educational Funds, 1970-71

(Dotlar figures in numons)
Public Private Total
Institutions Institutions ' °

Endowment income $ 70 $ 430 $ 500
Gifts applied to current expenditures 330 830 1,160
Total of endowment income and

current gifts 400 1,260 1,660
Total educational funds 11,076 4,983 16,059

Endowment income and current gilts as
perventage of total educational
funds 3.6% 25.3% 10.3%

Source: Carnegie Commission on Higher Education, Migher Education: Who Pavs? Who
Benetits” Who Sould Puy ' MoGraw-Hill, New York, 1973, pp, 22-23

Table 12

Endowment income and Current Gifts as Percentage of
Total Educational Funds, Private institutions, 1929.1970

(Doilar figures in millions)
Endowment
income and
Gifts Total of Total current

Endowment appiiedto endowment educa- gifts as
income current incomeand tional percentage
expenditures currentgifts  funds of total

educational

funds
192930  § 62.3 $ 234 $ 857 s 2045 42%
193940 64.6 35.3 99.9 256.1 39
194950 87.5 99.3 186.8 719.0 26
1951.52 100.8 123.6 2244 7249 3
1953.54 112.8 152.7 265.5 7714 34
1955-56 128.8 197.1 3259 950,0 34
1957-58 165.8 256.2 4220 12117 35
1959-60 187.0 297.7 484.7 1,500.7 32
1961-62 209.7 352.3 562.0 1,919.4 29
1963-64 238.8 437.7 676.5  2,393.9 28
196566 288.3 491.4 179.7 3,147.5 25
1967-68 328.2 633.7 961.9 3,795.5 24
1969-70 400.0 700.0 L1000  4,565.0 - 24
197071 430.0 830.0 1,2600  4,983.0 25

Source: /bid., pp. 22, 136-61



Table 13

Voluntary Support to Public Institutions
of Higher Education, 1962.72

Voluntary support to public
Amount institutions as a percentage
{in millions) of voluntary support to all

of higher education
1962.63 $145 15.8°.
1964-65 195 15.7
1965-66 243 19.8
1966-67 244 19.2
1967.68 242 17.6
1968-69 270 18.5
1969-70 292 19.8
1970-71 326 21.6
1971.72 356 216
1972.73 383 219

Soufee: Counctt tor §inancial Awd fo B ducation, L a/unturs Nuppart of F ducdtian
1971-72 New York, 1973, p, 66 and 197273 edition, 1974, p. 65
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Appendix A

A REVIEW OF COMMENTS ON PRIVATE COLLEGES IN
RECENT REPORTS ON FINANCING HIGHER EDUCATION

Howurd R. Bowen

In the past yedr of two, four major documents on the financing of higher
education have been prepared and published by distinguished citizen groups.
These groups are: the Carnegic Commission on Higher Education, the
Committee for Economic Development, the National Commission on the
Financing of Postsecondary Education, and the Special Task Force to the
Secretary of HEW.? Each of these groups, in one way of another, expressed
views about the importance of the private sector of higher education and the
need to make provision for sustaining and strengthening that sector. In
general, 4ll indicated appreciation of the contributions made to the nation by
private institutions, all were concerned about the future strength and heaith
of the private sector, and all made relevant recommendations. However, each
of the documents was primarily concerned with other matters, and views on
private higher education did not come through strongly. The purpose of this
appendix is to summarize the vicws expressed in the several documents.

§. Carnegie Commission

The Camegie Commission stated its basic position on the private seclor as
follows (p.113):

Perhaps the most perplexing problem facing higher education today is the
diminishing capacity of private institutions to survive in the face of the wide
tuition gap at the undergraduate level and a marked slowing down in the rate
of growth of college enroliments. We believe it is essential for the health of
our total educational system that the great majority of private colleges and
universities are not permitted to decline in quality. Enrolling about
one-fourth of all students in the country, they provide diverse educational
options for students, and they perform a valuable role in quality education,
curricular reform and innovation, teaching methods, and research. They also
play an exceedingly valuable role in professional and graduate education and
research.

The commission then made the following recommendations {pp. 113-17,
127):
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Lo Since private highet education conters sacial benetits, it should not he
foreciofed trom receiving public gid. Subsidices 1o private institutions
may be a fess costly means of widening dcces to higher education than
expanding the public sector,

« en o .co oSty goverguunls should take into account the need to-proserve and -ec o - -
strengthen the private sector when setting policies on tuitions and on
programs of public institutions. | he twa sectors should be complemien.
tary and mutually seintorcing,

3. While accountability gows with acceptance of pubdlic funds, accountabil-
ity newd not imply controf or uniformny.

4. The Basic Opportunity Grants program should be fully tunded and
liberalized, thus making them more usetu! in both the public and
private sectory,

5. The wrend toward a steadily widening gap between public and private
tuitions should be reversed by the states. The techniques wottid be 4
moderate rise in public tuitions, direct or indirect support to private
imstitutions, or 4 combination of the two. Subsidies to private
institutions should narrow but not eliminate the tuition gap. Students
in private institutions and their parents should meet about one-third of
towal institutional costs for education.

6. Federal support of graduate education and resedrch should be stabilized
and gradually increased so that graduate study and research would not
siphon funds from undergraduate education.

7. An adequate fong-term loan orogram to serve ds 4 supplemental form of
student gid should be created.

The commission then pointed out that many states are experimenting with
various schemes for providing public support to private institutions. They
noted that conditions vary in different parts of the country and that variation
among financial plans is to be expected. However, they expressed a
preference for grants-in-aid to students based on a means test and with
amounts higher for those attending private institutions than for those
attending public institutions.

in a recent supplemental report? the commission reiterated its concern
about the widening tuition gap: “'Are private institutions under competitive
pressure from public institutions? The answer is in the affirmative, but the
situation varies greatly from category to category and from institution to
Institution. The institutions under the greatest pressure are the ‘comprehen-
sive colleges and universities' and the ‘liberal arts colleges 11’ (less selective
liberal arts colleges). The private two year institutions are also under
substantial pressure. The competitive disadvantage in attracting students is
greatest for private institutions when the (tuition) ratio is largest.” To meet
the prablem, the commission repeated its suggestions “for narrowing the
public-private gap: first, and most important, state support should be made
available to private institutions; second, the rate of rise of private tuitions
that marked the 1960s should be slowed down; third, there should be a
‘modest and gradual’ rise of public tuition on the average."?
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. Committee tor Loonomic Development

The CED report aavs fittle disectiv about prisdte institutions but 4 great
deal by implication. The Tramers of Inis report tegognize that the institutional
s tite of Ameiican higher education has evolved over time, This struciue
MY 0T B pertet But it s what we have Go work with tor the foresevable
futwre g T Aid s they  conddude  pragmatically  that “Qualiticd
ILitutions now  m enistenge must e adeguatels tunded i individual
sudents dre o segeive the educational opportunitios . . . they should have
and it the needed socidl gains from higher education are 1o be real
ized. ... There are important ditferences between public and private institue
tions, and funding by public monev should respect those ditferenges, . Lt is
approprigte that public coleges and universitios receive 3 larger percentage of
their income from Lan monics than private insitutions. Maoreover, govern-
ment grants fo private institutions should take secount of the inconw
A dilable 1o thase inatitutions trom private sources.”

The CED sepant places stiong cmphasis on voluntary support of higher
education (pp. 748} and urgenthy recommends that enisting tan incentives
tor voiuntary support be maintdined and espanded. They sav: “We have
concluded that the tlow o1 private support is cssential to the diversity,
Jdrength, and sitality of the nation’s colleges and universities.” The major
recommendation in the report is that tuitions in public institutions be
ncredsed 1o fitty per cent of instructional ¢osts (detined 1o include a
redsandable dllowance for replacement of tacilities), This recommendation is
cearh intended 1o rengthen the private sector by narrowing the private-
public tuition gap. A companion proposa! is: “that tederal funding . . . be
primarily through grants and loans to individual students in accordance with
their ability to pay .. . and that funding patterns of state govemments place
more emphasis on grants and loans according to the same criterion” (p. 24),

Other recommendations of the CED report are as follows:

1. That the federal government sech 1o achieve greater equality of
educational opportunity among the states;

2. That grants 1o students be accompanied by cost-of-education altow-
anges to institutions;

3. That the student loan system be enpanded as 4 supplemental form of
student finange:

4. That state and local governments contract with private institutions for
educational services when public facilities are not adequate, and in this
w4y put 1o use underutilized private facilities.

§11. National Commission

fe

The report of the National Commission on the Financing of Postsecondary
Education was primaritv analytical and it made few substantive recommenda-
tions, However, many pdrts of the report speak to the special attributes,
problems or needs of private higher education, For exampie, in identifying

o4



the objectives for postsecondary education, considerable emphass was placed
on student ¢hoice, student opportunity, institutional diversity, institutional
excellence and institutional independence. The private sector is clearly
relevant to the attainment of these objectives. And in assessing the
achievement of these objectives, the role of the private sector was repedtedly
cotisidered.

In analyzing financial distress among colleges and universities, the
commission reported (p, 209) that “the much-publicized tuition gap”
between nublic and private colleges is real. They concluded that “the effort
to reduce the tuition differential through institutionally-tinanced student aid
has created a fundamental imbalance that, in view of current cnrollment
forecasts, threatens the financial viability of many private institutions, Most
private institutions are now offering larger price discounts than they can
continue to afford , , .

On the other hand, the Nationa! Commission reported (p. 193):

In short, there has been a substantial number of reports issued during
the past six years dedling directly or indirectly with the question of
financiul distress among collegiate institutions. Thase who have studied
the matter are far from unanimous, however, about the seriousness of
the problem and the necessity for governmental intervention. Of special
significance is the fact that the literature provides clear evidence that
there is no agreement on a uniform definition regarding the nature of
financial distress among postsecondary institutions, nor are there
generally acccpted standards or uniform criteria to ascertaini its
existence or extent. Thus, a careful review of these studfes yields no
clear understanding of the extent of financal distress or of its
implications for public policy.

The commission went on to0 recommend that 4 systematic and coherent
effort be made to gether information periodically on the condition of
institutions of higher education. '

V. Special Task Force to the Secretary of Health, Education and Weifare

This document, known as the Newman Report, is not directed specifically
toward private higher education or toward the financing of higher cducation,
but it contains many relevant implications.

The task force emphasized the importance of institutional diversity and
recommended that greater variety should be encouraged. In this connection
they stated (p. 48): *“...it is desirable to preserve the conditions vnder
which a healthy and effective private sector of postsecondary education can
continue. The issue is not whether private higher education is more effective
or more diverse than public. The combination of public and private /s more
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ettective and maote diverse than public dlone, More impaortant than ever is the
point that the relative independence of some institations helps insure the
vitality and freedom of all.” They also (pp. 59-60) cited with alarm statistics
on the declining percentage of students in the private sector since 1950, and
the fact that some private colleges are disappearing or going public.

The tash torce strongly recommended o federal policy tor higher education
1o promote healthy competition among insitutions, the competition 1o be
principally a rivalry in attracting students, They stated (p. 116): ... the
Federal government should choose Torms of assistance which maximize the
incentives for institutions to compete for students and minimize the rishs of
deliberate  or  inadvertent  federal  intrusion  into  institutional  opera-
tions. . . . the guestion ‘Whao gets what?' should be determined by student
choice rather than legislative tormulas or admimistrative decisions; therefore,
we recommend that, wherever feasible, federal support for postsecondary
education How to students rather than to institutions.” And continuing in
this vein, they concluded (p. 122) that: “The existence of public and private
institutions, competing for students on the basis of the effectivencss of their
educdtional programs, improves the whole of post-secondary education. To
preserve the conditions necessary for this competition to continue, the
Federal government should give priority to strategies of post-secondary
finance, particularly revision of its programs of student aid, which would
narrow the tuition differential between public and private institutions
without compromising the autonomy or independence of either. The vitality
of both public and private campuses, their ability to differentiate themselves
and the powibilities tor creation of new  educational enterprises are
importantly affected by funds from private donors and foundations. In the
re-examination of federal tax policies care should be taken to enharice this
flow of funds and encourage & broader participation of the public in
education philanthropy.”

V. Conclusions

The four mdajor documents on higher education that have been produced
by distinguished groups in the past ye.ir nf two are clearly supportive, in their
general thrust, of the philosophy i..d recommendations of the present
report. They achnowiedge the importance to the nation of preserving and
strengthening the private sector; they recognize that the private sector is
vulnerable to serious weakening or cven extinction unless rescued by
appropriate public policies, and they identify the tuition gap as the significant
problem. They advocate or suggest tuition offsets, grants to private
institutions, more gencrous student aid, and sirengthening of incentives for
philanthropic giving as practicable solutions. These recommendations are not
fully developed in the four documents and are not preciscly the same as those
in the present report, But the implications of the four documents for the
private sector of higher education are quite congruent with those of the
present report.
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‘Cameste Commission on Higher Education, Higher Education: Who Pays? Who
Benefits? Who Should Pay? (New York: McGraw-Hili Book Company, june 1973);
Committee for Economic Development, The Management and Fingncing of Colleges
(New York: CED, October 1973); Nationa! Commission on the Financing of Post-
secondary Education, Financing Postsecondary Education in the United States
{Washington: U.S. Government Printing Office, 1974); Special Task Force to the Secre-
tary of HEW, National Policy and Higher Education [Newman Report] (Washington:
Department of HEW, October 1973)

27vitlon: A Supplemental Statement to the Report of the Carnegle Commission on
Higher Education on “Who Pays? Who Benefits? Who Should Pay 7' 1974, p. 33
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Appendix B

: IMPLICATIONS OF
EIGHTEEN-YEAR-OLD MAJORITY

David |. Hanson*

1. Introduction

This appendix is a summary of the tentative conclusions reached as part of
a rescarch study conducted at the University of Wisconsin-Madison by the
author under 4 contract with the Association of American Colleges supported
by a grant from the Arthur Vining Davis Foundations. Financial assistance
was also provided by Lilly Endowment, Inc. through the National Councii of
independent Colleges and Universities. The complete study will go beyond
the issues dealt wi  -xe, both in scope and in detail. The extensive
footnotes and refer . available in the final paper have been reduced to a
minimum in thi .. wy. The results of the study will be published in
monograph for: e fall of 1974 by the Association of American Colleges.

This paper is «.itten for the layman, The conclusions which it reaches are
generalized and tentative. The material contained in the paper is no substitute
for careful legal advice based on specific fact situations. The conclusions are
the sole responsibility of the author, who is fully cognizant of the lack of
predictive value of many of the cases cited herein.

Administrators, faculty and commentators on higher education predicted
substantial iegal and sociological impact on higher education as a result of the
1972 ratification of the 26th Amendment to the United States Constitution,
granting cighteen-year-olds the right to vote, and resultant action in over
forty states legislatures to reduce the age of majority under state law. The
legal concept of majority means “. .. the age at which, by law, a person is
entitled to the management of his own affairs and to the enjoyment of civil
rights. The opposite of minority.”'? “Majority,” however, is not a definitive
concept. Majority depends on state law and, even within a state, majority
may differ for such legal rights as obtaining a driver’s license, purchasing
alcoholic beverages, marriage without parental consent, signing binding
contracts, etc. A patchwork treatment of majority for different purposes is
characteristic of most states.® Interstate differences abound.® In general,
however, states have reduced their age of majority from the most common
age of 21 to 18 for most purposes.
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The major implications forecast tor higher education were financial.? The
issuey were thewe:

1. Could institutions ot higher education, consistently with the constitu-
tional guarantees of due process and equal protection, continue to
measiate a4 student’s needs tor tinancidl 2id by teference to the assels of
the parents when the student was independent as & matter of state Jaw?

2. Could public institutions of higher education continue to classify a
more mobile adult population as non-residents for tuition purposes?

3. Could public and private institutions continue to require adults o live
in on-campus housing, and thus difterentiate between various classes of
adults, consistently with the constitutional guarantees of equal protec-
tion and duc process?

Each of these issues has a direct fi . .cial effect on individual colleges and
universities and on the choices to be made in dealing with issues of financing
palicy at the state and national level. However, for the reasons suggested
below, it may be that while the practical effects of 4 reduced age of mdjority
dre substantial the legal effects are minimal.

il. Dependency and the Family Unit

Recently proposed guidelines for the Supplementary Educational Oppor-
tunity Grants program provide the following test for a “seif-supporting’’ or
“independent” student:

(r) “*Self-Supporting or Independent Student” means 4 student who!

(1) Haw not and will not be claimed as an exemption for Federal
Income Tax purposes by any person except his or her spouse for the
calendar year(s) in which aid is received and the calendar year prior to
the academic year for which aid is requested.

{2) Has not received and will not receive financial aseistance of more
than $600 from his or her parent(s) in the calendar year(s) in which aid
is received and the calendar year prior to the academic year for which
did is requested, and

{3) Has not lived or will not tive for more than 2 consecutive weeks
in the home of a narent during the calendar year in which aid is
received and the calenddr year prior to the academic yedr for which aid
iy requested.®

This 1egulgtion continues the traditional method of separating the indepen-
dent student from the dependent student on the basis of a pattern of past
sipport and is, in some respects, more stringent than the guidelines for the
National Direct Student Loan Program.”

The underlying rationale for this and similar guidelines at the tederal, state
4nd institutional level, while never clearly articulated, scems to be 4
determination that, as among the various resource bases for financing an
individual student’s educdtion, the incume and assets of the family unit
should be exhdusted before limited governmental resources are made
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avdilable. From the student’s standpoint, the major problem with such 4 rule
is that it does not recognize his or her status 4s an adult, it does not
necessarily reflect actual parental contributions in the current year, and it
presumes 4 family relationship which may not exist.

To date there has been no fitigation on the issues rdised by the type of
rutes exemplified in the regulations cited above. It is important 1o put the
regulations in context. The regulations only determine if tamily resources will
be examined to determine need. They do not address the question of ability
to contribute. The determination of need is made by means of a “needs
analysis.”” The regulations really test '‘parental willingness” as opposed to
“ability” to contribute. In effect, the regulations embody a social policy in
favor of apportioning limited amcunts of financial aid on a priority basis to
those persons who are willing to provide strong evidence that they really are
independent or who are willing to have family resources factored into a
determination of need.

Neither present nor proposed regulations make distinctions on the basis of
age. Thus it is not only theoretically but actually possible to have a 35-year-
old dependent student and a 17-year-old independent student. To this extent
the reduced age of majority has no real bearing so far as the legal case is
concerned. The regulations were as vuinerable to attack by a 22-year-old
dependent student as they are now by the dependent 19-year-old student.
The practical effect, however, is to increase geometricclly the level of
discontent, since most of the need-based federal and state programs are
administered for undergraduates.

There dre two potential levels of legal attack, The first attacks the over-all
design of the regulations. The second raises questions about the specific tests
imposed by the regulations. In each case both due process and equal
protection claims might be advanced against the regulations.

Egual Protection. If a statute, regulation or rule is under attack on equal
protection grounds, two types of analysis might apply. The traditional cqual
protection analysis erccts a presumption of constitutionality and requires
only that there be some rational connection between the distinctions drawn
and the purpose of the regulation. The second type of analysis is more
stringent. Where the distinctions under attack involve "suspect classifica-
tions” or “fundamental interests” the classitication scheme adopted will be
subject to strict scrutiny. At this time “'suspect”’ criteria include race, alienage
{(or national origin) and religion. Some members of the United States
Supreme Court have implied that poverty {or weaith) and sex mav also be
suspect classitications, Fundamental interests recognized by the United States
Supreme Court include the rights to vote, privacy, access to court, and free
speech and association,

The particular regulations under consideration do not appear tu erect
distinctions involving either “suspect criteria” or “‘fundamental intercst.” The
real distinction appears 1o be on the basis of wealth - or at least past
contributions. it would alsu appear that the effect of the distinction on
education does not implicate a fundamental interest. In the recent case of San
Antosito School District v, Rodriguez,® the United States Supreme Coun
undertooh to review the effects of the Texas school {inancing statutes as they



related 1o equality of educational opportunity. The Court in effect concludec
that beyond some undefined basic fevel of opportunity, ditferences in
expenditures per pupil do not violate the equal protection clause. Put another
way, the right to an equal educdtional opportunity beyond the level of
adequacy is not a “fundamental interest.” Since the Rodrigues case involved
clementary and seconddry schoot studonts, it would seem that, v fortiori,
decess Lo tinancial aid to pursue ¢ higher education would not be a
“fundamental interest.” However, in some circumstances the reeuldtions mdy
drgudbly credte a signiticant educational barrier requiring some individudls to
postpone their educdation one or more yedrs in order 1o qualify for aid as an
independent student.® The possibility may be sufficiently intriguing to
generdte a test of the regulations on the theory that the denial of educational
vpportunity cffected by the regulations rises to the level of a *‘fundamental
mnterest,”

Most likely, however, the cqual protection arguments leveled at the
regulations will be combined with one or more due provess arguments, with
due process as the main avenue of attack.

Due Process. The due process ard equal protection analyses overlap to the
extent that some discrimination may be violative of due process. The main
thrust of a due process attack is suggested by a number of recent welfare
cases and onc higher cducation case dealing with so-called irrebuttable
presumptions.}© In these cases the United States Supreme Court has made it
clear that the due process clause is antithetical to permanent irrebuttable
presumptions which operate in 3 manner unrelated to fact and do not further
the legislative aim,

First, a generalized attack on the regulations is possible under the line of
irrebuttable presumption cases. An irrebuttable presumption is arguably
created in the basic assumption that if a parent makes some contributions to
the educdtion of his/her offspring this willingness or ability continues into the
next year and perhaps beyond.!! Put another way, the system presumes
future support from the fact of present support. That presumption appears to
be irrebuttable.}?

Arguably, there is no rational connection between parental support in one
period of time and parental support fur the future. Again, however, it is well
to keep in mind that the regulations are really a threshold test. Ability to
conzribute is analyzed only after a pattern of prior support is shown. More-
over, such a presumption has historical foundations and, in a period of
limited financial aids, is probably good social policy. The effect of the lack of
financial aid for the vependent student from a high-income family probably
operates 1o strengthen the ties of dependence. The safest prediction in a
general sense may be that something like the present system is sufficiently
rational to withstand attack. Also, the more flexibifity that is built into the
system, allowing students and their parents an opportunity to demonstrate
that the test for “independence” and the standard ‘‘needs analysis’’ do not fit
their situation, the less vulnerable the system is to attack,

This is not to say that specific features of the present system are not
subject to due process attack. While the over-all objectives of the program
may be constitutional, particular features of the present program, and



particularly the new SLOG program regulations, are troublesome. it would
appear that the over-all intent of the regulations is to provide a filtering
device to promote an apportionment of limited resources to the most needy.
The goal is served if those most in nced have first claim on the available
resources.

The regulations require that the student not be taken **as an exemption for
Federal Income Tax purposes... for the calendar year in which aid is
received and the calendar year prior 1o the academic year for which aid is
requested.”” in effect, the claim as an exemption is a certification by the
parent or family that the student received more than one half of his/her
support from the claimant. The exemption test, as well as the $600 of
support test in the next section of the proposed regulations, thus make sense
insofar as they apply to the year in which aid is requested. But what about
the prior year feature? This section of the regulations operates to create an
irrebuttable presumption that the student has a future claim on family
resources within the confines of the needs analysis. This presumption is
arguably contrary to fact, particularly where the parent may have improperly
claimed the exemption, or, aithough providing support in the past, now flatly
refuses to provide any more. Similarly, the two consecutive weeks provision
in the SEOG regulations might be challenged as unrelated to likely parental
contribution.

This type of infirmity in the present regulations might be addressed in
two ways. First, the regulations coutd remain intact with the strong
probability of court challenge. If such a challenge were made the regulations
might be defended as reasonab’s and related to fact. Moreover, flexibility
could be provided by judicious use of available administrative flexibility to
test the actual potential for support in particular cases to avoid hardship. A
student could argue that higher education does have reasonable alternative
means available to determine whether parental resources will in fact be
available to students. Whether alternatives such as affidavits, hearings, forms
or different regulations would adequately cope with the need to apportion
scarce resources is subject to serious question. Moreover, the presumptions
operate in an area qualitatively different from the welfare cases in which the
“irrebuttable presumption” label has been fatal.}3 The presumption here is
not permanent and may be overcome—or avoided~by judicious planning or
postponement of entry into the educational system. in any event, the
arguments are sufficiently intriguing to encourage litigation with some
likelihood of success.

A second approach would be to preserve the over-all design of the
regulations but remove some of the questionable features and build in more
administrative flexibility--allowing a student to demonstrate in a specific case
that the operation of the regulations, while generally appropriate, does not
accord with the facts of his/her particular case, Unfortunately, the over-ali
policy goal of the regulations—to maximize the impact of governmental
resources on those who are truly without other resources to look to—argues
for easily administered, objective standards. The resolution of these issues is a
difficult policy question with far-reaching implications so long as available
governmental aid remains far below actual need.
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HL Public College sivd University uition

The practical eftedt of o reduced age of mgjority on the collection of
notresident tuition is inncdiate and fargeaching, Most state commmon o
shatutony Law presumies the sesidence of o minot 1o be with his/her parents,
Betore 1971 the bulk of the students in public higher education were wndet
21 up 1o and mcduding at feast a part o, the year next preceding their senior
veat, 1t was Lar casier 1o determine where o student's parents fived than it is
W now determine where today 's student sesides, A reduced age of muajority
changed the system in that all students over cighteen Ny now ostablish
tesidence in their own right,

The magnitude of nonsesident tuition payments as 4 tesouree for public
higher education has been well documented by Robert M. Carbone. ' The
impact on private bigher education is also considerable, 11 residence barricrs
dre Jowered, it would make private higher education relatively e attractive
in J4n ceonomic sense when compated 1o attendance at g public institution at
resident tates. On the other hand, 10 the extent that variotus state foan
programs discriminate between residence and non-residence, an casing of the
tesidence requitement could resilt in more dollars being available to students
A1 private institutions,

A Durational Residence Reguirements, The law now seems settied that
dutatiopal residence tequisements of up 1o one yedr prior to cligibility for
tesident status are permissible, The United States Supreme Court has aftirmed
without apinion two fower court cases squarely raising the issue.!® The most
reeent of these cases, Sturgis v, State of Washington'© raised chalienges 1o
Washington's one year durgtional requirement on the grounds of equadl
protection, due process and violation of 4 right to travel. The lower court in
Sturgis had relied heavily on the United States Supreme Court opinion in Sen
Amtonio Independent School District v, Rodrigues and specifically held that 4
person s not entitied to o higher education as 4 matter of right. The lower
court adopted a traditional equal protection test and concluded that there
wds d rational, reasondble and relevant distinction between the differentiated
cldsaes,

The Supreme Court also recently took the opportunity in Viendi v,
Kline, X7 10 review its prior decisions, In ¢ footnote the Court expressly
approved of the decision in the Sturnes case which upheld Minnesotd's one
year durationdl residence requirement. The Court also discussed with
approval the actions of the Connecticut Attorney General in attempting to
establish reeasonable residence criteria.’® The Court's apparent view that
immedidate access by citizens of one state 1o institutions o1 higher education
in another state is not a “lundamental interest” seems to provide assurance
that 4 reasondble, well administered non-resident tuition program (and by
implicdtion a "residents only"’ student aid program) will be constitutional.

B. Irrebuttable Presumptions. In operating 4 resident-nonresident classiti-
cation scheme a state may not impose irrebuttable presumptions. In the Kline
caxe the United States Supreme Court struch down a Connecticut statute
which had, in part, provided that a student would be permanently clawified
4s d non-resident student if his or her "legal address for any part of the one
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year period imnrdistely priot to his application for admission , .. wds
outside of Connecticut.’!'? The Court characterized these classitications ds
"permanent and irrebuttable” and consequently 4 violation of due process.

C. Conclusion. Taken together, Rodrigues and Kline virtually gudrantee
that states will be able to continue 1o charge differential rates for residents
and non-esidents and administer “residents only” programs ot student
assistance. However, the due process and equdl protection clauses will provide
avenues to ensure even-handed and consistent administration of objective
standards of residency. Specific cases are likely to raise questions about the
procedures followed in making such determinations. Since the great dollar
differentials between resident and non-resident rates or benefits will probably
continue, appeal 1o the courts for relief in particular cases is likely.

iV. Required Dormitory Residence

Virtually every thoughtful commentator, and even 7ime magazine, has
expressed concern that a reduced age of majority marks the end of residence
halls as self-supporting enterprises. The concern is well founded, and 2
number of recent cases, albeit all federal district court decisions, appear to
sharply restrict the ability of public institutions to entorce on-campus
residence rules. Commonly, institutions have required students to live in
dormitories for various periods of their academic careers. While the
regulations differ from campus to campus 4and state to state, some common
rules require all freshmen, all persons under 21, alf women under age 21, or
other clawey to reside in the dorms,

Students wito dre now aduit at 18 or 19 do not like to bhe told where to
live. If college rules formerly set 21 as the cut-off, 4 reduction in the age of
majority and new-found adult status seeks recognition in relaxed parietal
rules. Academic administrators, regents or trustees, and other officials have
not always been consistent as to why we have dormitories on the one hand
{low cost, convenient, and acceplable housing) and why we have particular
regulations on the other (1o fill those dorms and pay off the bonded
indebtedness). Do the dormitories have educational value; if s0, how much?
The answer to the first part of the question is yes, The answer to the second
part is unclear.

A. Due Process and Equal Protection. A review of the cases in detdil is
beyond the scope of this summary. One Louisiana case struch down state
reguldtions requiring women under the age of 21 to reside in dormitories, on
the ground that the sofe reason for the regulations was cconomic and that the
placing of the financial burden on one group of students {residents) as
opposed 1o the remainder vivlated equal protection.?® A later Louisiana case
upheld regulations requiring dormitory residence until age 21 (with numerous
exceptions) on the basis of the “educational value” claim asseried by the
institution which was uncontroverted on the record.2? The most recent
Louisiana decision struck down Louisiana rules with an age cutoff at 23.22 in
the course of that decision the Court made the following observations:
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There was nov dites 1 testinimny suppan Lindd the contention thal requiring
o sluadent who as 21 vears ald o older o live on campun in @ dermitory
way reasanuhly related to the educational pPracess, Cerlainly there was
no evidenee presented o suppaort the requirenxent that refurning
military veterans living in dormitories is reasonably related 1o the
cducational process. Lo the contrary, expet witnesses on belalt ot
plaintitis stated that requiring o student ot this advanced dye, drd
otherwise having tll fogal status, 1o lise in campus dormitories was not
reasonably related 1o the university educational process and further
might prase detrinxental in terms of alienation and development of
characteristics of nuaturity: by “being on their own.” While the “living
and Iearning’ concept pev se iy not challenged, the implementation ot
that concept at Southeastern, insofar as it requires students of full fogal
majority and returning military veterdans to live on Campun, is tound not
to be reasonably related to the educational process., femphasis added)? 3

1t is worth noting that this most recent case was decided before changes in
Lowsisiang Liw reduced the age of majority 1o eighteen, The result in 4 future
s might be affected by that tact.

AL Teast one case has hinted that tinancial reasons may suffice ds 4 basis for
the regulations In Poynter v. Dreydahi®® the court found ... nothing
sinister in the interest of 4 state-supported university in insuring its manda-
tory obligation to honor its bonded indebtedness. That 100 is a legitimate
end." %% The case, however, is limited in its applicability by the admission of
the students that the dormitories might have a reasonable educational benefit,

Mast recently, a South Dakota tederal district court applied a traditional
edqual protection analysis to South Dakota regulations and concluded that
there was not an adequate link between the rules and the godls. 1n Postrollo v.
the University af South Dakota®® the court said, among other things:

1t is obvious trom the evidence presented that the concern of the Board
/. 27

of Regents is financly

Thix court recognizes there are valid educational ohjectives behind
the canstruction of dormitories. ... While the objective behind dorm
construction may bhe educationdl, the objective behind the regulation
requiring [reshmen and saphomores to reside in dormitaries is o retire
hond indebtediress and it is unreasongble and arbitrary to make only
some students pay far u benefit received by all students.?®

... [t/here is no cancrete evidence in the existing record. ., that the
experience of dorm living either "broadens and enriches*' u student's
life or that it enhances his formal education in the area of personai and
social development . . ,?°

B. Swte Action und the Private College. Private colleges and universitics
mdy well be immune from attachs on residence regulations. in order to raise
the constitutional issues, the private school student would have to show



witicient “state adtion.” “State action” is 4 prerequisite to raising federal
constitutional issues under the 13th Amendment. Coutt, have shown extreme
reluctance 1o expand the state action concept to private colleges and
univensities, although the cases have presented ample opportunitics to doso.
It is imposible to determine in the abstract whether “state action™ is present
in 4 particular case. The answer to that isue would turn on whether the
particular facts concerning dormitory construction, control and reguldation
evidence o public function,” *“state control,” of significant state contact and
involvement. 1t scems unlikely on the basis of the present case faw that the
doctrine of state action and thus the 14th Amendment requirements of due
process dnd equal protection would be extended to the management of
dormitories a1 private colleges and universitics,

V. Conclusion

The likely impact of the age of majority ir a purely legal wense has been
much overrated, The shy has not fallen on higher education because of a
reduced age of majority. The test of independence or self-support for most
sate and federal aid programs has not been dependent on age. However, the
juweting of the age of majority has probably had significant impact on the
number of undergraduates now seching “independence.” The policy behind
existing and proposed regulations is almost certainly constitutional; some of
the means chosen to implement that concept may not survive a challenge on
due process grounds. Our present system of dssessing non-resident tuition
scems to be constitutional, dithough certain procedural aspects may still be
regularly challenged with the goal of ensuring more consistent and objective
administration. Public institutions of higher education will probably continue
to have legal trouble with required on-campus living regulations. The parietal
rules of privdte institutions will probably not be subject to the same due
process of equal protection standards as those of public institutions. While
the fegal implications have been slow 1o develop, the practical cffect has been
1o create 4 much larger pool of persons who are disaffected with treatment as
4 fegal adult for some purposes and & *‘dependent” or “minot” for others.
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Appendix C

THE PRESIDENTS SPEAK: OPINIONS OF PRESIDENTS OF
PRIVATE COLLEGES AND UNIVERSITIES ON PUBLIC
POLICY FOR PRIVATE HIGHER EDUCATION

Howurd R. Bowen

tn April 1974, a letter of inquiry was sent to 37 presidents of private
four-yedr clleges and universities representing varied institutions in all parts
of the country. The presidents were asked to oxpress their views on the role
of private higher education, the outlook, and needed public policies to
strengthen the private sector.?

The letter was not 4 questionnaire. Rather, it merely asked the
respondents to reply by writing a fetter expressing thes, .«ws. More than
thirty sent usetul replies.

The purpose of the ‘etter wds to elicit suggestions of topics or points of
view 1o be included in the task force report, and also to determine whether
the report, as it was then taking form, was speaking to the concerns of
practicing educators.

The respondents in no sense constitute a representative sample of all of
private higher education. The responses are to be regarded as no more than a
collection of realies from a particular set of experienced, well-informed and
successful presioents. Nevertheless, the replies are of considerable interest in
reflecting the thinking of at least some practicing educators, The replies also
tend to confirm that the substance of this report is in touch with the realities
of private higher education,

Importance of Private Higher Education

The responding presidents were unanimous in the view that the private
sector of higher education makes a unique and important contribution to
American society and that in the public interest it should be preserved and
strengthened.

As one president put it

The vitality of uny sociely and any part of a soclety is dependent on
having a multiplicity of centers of initiative . . . . | have often likened
the pre:ent situation to what occurred at the secondary level of educa-
tion at the turn of the century.... We suffer at the secondary



level and diready are beginning to suffer at the higher level of education
from a homogeneity of approach that in time spells impotence and
gradudl deterioration . . . . The qudlity of higher education in this coun-
try will be In direct proportion to the size and vitdlity of the
private sector. And if we are agreed that the quality of our society
depends directly on the quality of our struciure of higher educatios;,
the importance of the private sector is compounded,

Many of the presidents were not, however, uncritical in their advocacy of
private higher education, Some indicated that not every single private
institution should survive and that 2!l *“should have the freedom to fail as well
as to succeed.” Many respondents were careful to point out that the public
sector also makes a vaiuable social contribution. The two sectors were seen as
complementary and mutually supportive and any conflict between them as
unfortunate and unnecessary.

High quality small private institutions. .. seem (1) fearful about
asserting the validity of iheir basic purpose [because it really is elitist
annd narrow| and (2} overly eager to make themselves sound like
mini-universities: lots of educational options, flexible requirements,
open admissions, etc. .... We should say directly that we do general
education and pre-professional work for better-than-gverage students
with a theoretically oriented but teaching facuity, that we consider
ourselves only part of the total i-eeds of American higher education,
but that we believe we can do this part better than any other kind of
educational institution.

* * * *

1 do not believe ihe world would come to an end If the private sector
were to go out of business, but | believe muck would be lost. . . . it Is
part of the American system to sponsor varety, lack of centralized
control and maximum opportunity for experiment and innovation. This
Is best done if there is a system with minimum control exercised by
government. In making this point it is easy to fall into the trap of being
ant’-public institution in attitude. |'ve heard many speeches seeking to
promote private higher education which end up doing it by making
public education look bad. This seems to me both impossible to
document and strategically fatal, :

Several pointed out that the arguments for the private sector, though
entirely valid, tend to be abstract and subtle. It is extraordinarily difficult to
make the case in a way that is compelling to the general public, legislators,
and donors. Education in the private sector should take pains to state the case
with greater rigor and persuasiveness,

The difficulty is that the argument is so intangible. We know what

it's like to live in a society that has a private sector; few of us have
thought much about what it's like to live in one that does not. For the
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most part we have not pondered very deeply the loss of sociul energy
and the diminished qudlity of life that accompuny the dabsence of
private foundations, privately supported educational institutions, and
independent sociul and cultural orgunizations. Thus, the cry of
“Pluralism in danger!" is likely to produce nothing more than a stifled
yawn. No latterday Paul Revere is likely to bring out the Minutemen by
shouting it down the village streets. Compared with easily grusped
concepts such as “equality” and “efficiency,” pluralism needs more
than a skillful press agent to hold its own.

The Private Sector in jeopardy

The respondents were also undnimous in the belief that the present
condition of the privdte sector is precarious and that it will deteriorate unless
cofreclive measures are taken. Several alluded to the ditficulty of convincing
the public and their representatives of impending danger.

Our hudgets are squeezed. . .. Even the most fortunate of us are
having a tougher time financially. None of us can contemplate the
future with equanimity if present trends continue.

Many of us dre encountering problems in maintaining enrollments
without either lowering dcademic standards or making ability-to-pay an
Important criterion of admission. This is all the more disturbing because
it comes just as we dre trying to do our full share in the enroliment and
education of disadvantaged students—an effort we are absolutely
unwilling to abandon.

We share also the experience of increased competition from
improved schools in the public sector, which is intensified by our
ever-increasing expensiveness to the student, compared with tax-
supported institutions,

In higher education, the private sector held steady for years at about
one-half of total enrollments in the United States. Then uround 1950
our share begun to decline. By 1972 it had fallen to 24%, and there is
no end in sight.

* & % %

My own expertise in these matters Is less than my experience. My
thinking has led me to conclusions like these: While in the short run, by
keeping u budget base narrow and compuct and by applying greater
energy in fund-raising, | can find ways to defer crisis, | can find no way
in the long run to make revenues keep pace with rising expense. The
only strategies apparently available, thus, are defensive. We strategize
against uncertainties and instability, Recping open as many options as
possible, reduced to hoping that somehow before real difficulty comes,
something will happen.

* * ® %

Heaven only knows how much jeopardy we are in. While through
stringent controls and a whole serles of handsprings we may bring our
budgets into some kind of balance, we are nonetheless in deficit
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operation in terms of building mintenance and of decent wages and
working canditions, And . . . unless we can get these matters straight-
ened out the prospect of maintaining qudlity will be seriously
threatened.

¢ * . *

The private sector is clearly in jeopardy because it is forced to
compete on d totdly inequituble price basis. It is amazing to
me ... that the private sector has been able to hold out so long in view
of the unrealistic competition thut hus been brought ubout through the
tux subsidized gnvernment schools. | know of no other areu of business
ur sockil life that could have endured so long with such artificial price
differentiation.

L4 * * *

The gup between the tuition at public and private universities will
continue to grow und this gap threatens the long-run existence of
private universities.

* * * *

The key to the present dilemma in the private sector of higher
education is...to cope with the advantages given thelr public
“competition” in direct and indirect subsidy of operations and
facilities,

*® ] * *

Private higher education is in trouble. | believe our task Is to define
how and why as well as trying to prescribe "‘rescue efforts.’’ My reading
and experience tell me that private colleges have always been in
trouble! During the 20s and 30s it was inadequate plants, inadequate
enrollments, difficulties in maintaining enrollments, less than com-
pletely prepared faculty and inadequate offerings which troubled us. |
graduated from a college which lived with all these difficulties. It
survived. | gradiiated with some kind of an education. And the world
goes on.

* N L ]

! feel that responses to the plight of private higher education reflect
an underdimensioning of the problem both by educators and the public
and dn Inadequate commitment by persons associated with private
institutions to make the kinds of sacrifice which will be necessary to
effect renewul,

Severai of the responding presidents recognized that many of the problems
facing private higher education are also present in the public sector. As one
president said:

Changing national circumstances bear on ail higher education:
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leveling ot population growth, perhaps a decline ten yedrs hence in
college population, tultering national productivity, the specidl impact
of inflation on institutions like colleges and universities, growth of other
types of post-high school education . . . etc. The plight of public higher
education has o direct bearing on the jeopardy in which the private
sector tinds itself,

However, after recognizing that muny problems are shared by the
public and private sectors, the stark fuct remains that the tuition gap
widens over time. Costs in the private sector rise without corresponding
growth of non-tuition sources of income, while rising costs in the public
sector tend to be cffset by public appropriations.

Solutions: What the Private Institutions Should Do

In general, the presidents saw no adequate or fasting solutions that lic
within the initiative of the institutions themseives. They have all been
through the exercise of budgetary belt-tightening and are at the point where
turther tightening may impair distinctiveness and quality which are the main
altributes of private ine itutions. All have tried earnestly to expand
non-tuition sources of income. However, several mentioned three possible
wdys of improving matters, not as solutions but as palliatives. These were:
interinstitutional cooperation, improved management and diversified markets.

Some policies designed to strengthen the private institutions . . . may
take us into the realm of interinstitut ‘ondl cooperation. We have several
specific instances of proposals. .. here, and have every Intention of
pursuing them. However, there ure some instances where the interinsti-
tutionul relationships have been anything but cooperative. In fact, |
think one could eusily cite examples of increased cost, if not in dollars
at least in the . . . time of key people. . ..

* * * ¥

The private universities must manage themselves more effectively.
Many of the ucademic institutions of greatest quality have tended to
ignore the concept of efficient management. It has now become critical
that private universities move to use dil their resources in the most
effective manner possible. Steps in this direction are already being
taken, and | predict that within a five-year period private unkversi*''s
will become models of efficient use of resources.

L * * *

| huve been attempting to increase the chances 0" e
College’s survival . .. by initiating rather drastic changes In its make-
up. ... This has resulted in the development of two major programs in
addition to the Libernl Arts College, one a professional program and the
other designed for non-traditional students. | make no attempt to hide
or apologize for the pragmatic approach to these two sectors of our
operation or to hide their (favorable) financial effects upon our Liberal
Arts program . ... However, if all private colleges assumed this same
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stanc e we would not have o long-range solution to the nationd dilemma
ot the smull private ¢ollege.

L] »* * *«

We are having great success with our individualized off-campus M. A.
program . . . . However, if every institution were to look to this source,
we wowld find that the services would quicRly be oversupplied,

Solutions: What State Governments Should Do

The respondents did not sharply distinguish between the tunctions of state
and federal governments with respect to private higher education. Both were
thought 1o have 4 role and in general there was a leaning toward diversity of
sources of support in the interests of institutional autonomy. Also, though a
few presidents referred 1o the possibifity of institutional grants, the great
majority would prefer public aid via students. One president expressed the
matter ds follows: :

I am quite concerned about a total monopoly of higher education by
government units. [f we become dependent . . . upon a single tax base
source, then we dre indeed u public institution in the sense of our
source of income . ... This condition can be created by a relatively
small fraction of u college's budget because so many colleges have no
margin left. Thus, | feel very strongly thut support for the independent ,
sector of higher education should come via the student. The states
and/or the federul government should maRe available to those students
who need it monies to attend uny college they choose to attend,
somewhat in the manner of the G. I. Bill. Even under those conditions
we should be very careful not to let the governments limit far the
recipients of this assistance a particular kind of “training'’ or ‘‘special
educution” in the interests of society. We should let . .. the wisdom of
the colleges, und the free choice of the students respond to society’s
needs, and | am sure they will.

Many ot the respondents singied out the tuition gap as the major problem,
and suggested some form of tuition grants from the states to students of
private colleges ds the most practicable policy.

The closing of the tuition gap Is hardly a new idea but it would seem
to be 4 fuctor in ussisting private institutions without jeopardizing any
of their independence, If it is done by supplying the student with a
stipend when he attends a private school. The tuition gap varies widely
from state to stdte, hut | am chiefly concerned about the middle-
income group which does not quulify for assistance through need
factors that tie in with low fumily income.

* * * *

As one specific remedy at the State level, | propase heavily funded
student grant programs, reducing . . . the tuition differential between
public and private institutions.
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1 have pruposed that there be established in the Stuate of
a basic grant for every student dttending a private callege. | think this
should probubly be $750 and then should range upward to possibly
$1.500 hased on an evaluation of the PSC tarm. This woyld not
completely equalize the opportunity between the public and private
sectars but would go g long way toward dileviating the present dis-
Crepuicy. .

* * X *

My own preference is to tredt the tuition das d price, and to
compensate by direct grants to students 1o nintdin an equitable
system for findncing education. | recognize, however, that this system is
not politically plausible to most politicians. | have, therefore, been
moving toward g system in which the state or the federal government
would establish two-valued scholarships, where the scholurship would
be of greater value if used at a private institution. The requirement lor
the scholarship must be that it is given in advance of the decision-
muking period of the student.

Some respondents also recommended other forms of 4id to students,
including state achievement scholarships, grants to students based on need,
ctc. A lew hinted at the desirability of higher tuitions in public institutions,
but tended 1o dismiss this as politically infeasible. Several, however, thought
that circumstances would in fact force public tuitions upward in the years
ahead and that this would help in narrowing the tuition gap.

One president uttered & warning about state grants to students, which are
now being widely advocated:

The only dlternatives | know dre to put public monies at our
disposal, either through grants 10 institutions or grants 1o students. It
appears to my eye that any consensus or enthusiasm about institutiondl
grunts has passed. It appears to me also that granls to students, ds d
means of “equalizing” tuition or otherwise assuring choice and access
by students needs deeper anulysis to discover the long-range implica
tions and consequences. Public policies entered into in such massive
proportions as these entitlements and grants seem to require, often
carry significant, unanticipated side effects.

One possible side effect to which this president might be alluding is a
potential increase in the power of students over institutions if a large part of
institutional income were derived from students.

Several respondents referred to the need for better planning by the states
to avoid wasteful duplication of scrvices, often involving needless hardship to
private institutions. Several also suggested expansion of state contracting with
private institutions for scrvices that might otherwise have to be provided by
the public sector.
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State planning lar higher education showuid, at ¢ minimum, contem-
plate the totual resources ol higher education in the state when decisions
dre mude to lacate new institutions, expund old ones, adopt new degree
programs, elc.

] * % *

An essential part of any policy will have to be effective state control
of the public sector to prevent it from gobbling up a greater share of
the declining number of students attending private institutions, State
guvernments must effectively prevent needless expansion both geo-
graphically and programmatically.

L] * %

Adopt legislative state planning that would prevent unnecessary and
wusteful duplication and competition between public and private
institutions.

* )] * *

Adopt a system whereby states might contract with private
institutions to provide educational programs rather than continuing to
expand programming under public auspices.

Finally, several mentioned the tendency for state and local governments to
impair historic exemption from taxes on property, sales, licenses, etc.

In our area we have been harassed constantly by local governments
for payments in lieu of taxes. The state long ago conferred by statute
exemption from local property taxes for non-profit educational
institutians but the financial woes of cities and towns has led to a very
significant aggressiveness in their dealings with the universities. Large
cities frequently place obstacles in the way of accomplishing anything
which requires city permission unless some kind of payments are agreed
to.

Solutions: What the Federal Government Should Do

The responcents made several suggestions for improvement of the federal
posture toward private higher education. The most consistent theme was
disappointment with federal student aid programs which have been of fimited
use to students in private colleges. Many of the responding presidents
advocated an evolution of the Basic Educational Opportunity Grant program
into something that will be of help to the middle class and that will have
realistic funding for students in private institutions,

The voucher cancept appeals to me. | should think it could be
developed from BEOG program without too much difficulty.

* * ¥ %

We need a Federal student grant pragram that will provide assistance
to middle income as well us low income familtes and that will provide
incentives for states to enlarge their student grant programs.
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Expericnce on our individudal campuses and an ACL study released
last summer proved that the BLOG program works as d deterrent for
students who are considering private colleges

Lqual unanimity was exprossed egarding possible changes in the income
and estate tan laws that would wedhen the incentive to private giving to
higher education,

Presendtion of g taoraile tux climute for donors i the most
important single fuctar in the long run Without this we cannot
strengthen oursefes tor the future,

* * * *

Ihe lederdl government properly is diways trying to <lose the
loopholes . .. in the Federal tax luws, und in doing so threatens to
torget the importance of gifts and bequests to private churitable
institutions . . .. Ruther than put obstacles in the way of our getting
private gitts and bequests, | would like to see the Federal government
work out some Rind of progrum which maintuins and extends tux
incentives tor gifts und bequests,

Some recent thinking in Washington and elsewhere has been that a larger
shate of the costs of higher education could be met through student foans.
The respondents recognized the place of credit in the total financial system,
but had reservations sbout its use as 4 principal source.

! believe it is importunt that [additional| aid be an outright grant
rather than u loan because students have presently reached u point
wiere they cannot tolzrate udditional louns.

« * *® «

Make better arrangements on both the Federul and state levels for
loan funds to students . . . . The Federal govemment is folluowing
policies that make students pay a gredter propartion of their college
costs, and | think the least the Federal government could do is make
loan funds more reudily available.

Many respondents suggested that an important function of the federal
government is to provide incentives to the states to give assistance to private
higher education. One especially significant suggestion would overcome
tendencies in state programs to limit private colleges to in-state students.

| recommend a federal student grant program . . . that will provide

. incentives for states to enluryge their own student grant programs. There
is u great risk that state support of private higher education will take
forms that encourage private colleges dand universities to recruit
students from their own states . . . . One of the strengths of American
higher education . .. is that individuals have been encouraged to find
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the best schand tar them, whether it be in the same state or in anothor
state. Also . .. students learn o great dedl from studying with others
who cvome from auite difterent buckgrounds, and geography is
important as a differentiating characteristic . . . . | wonder if sume kind
of federal recoynition of this problem, and incentive to correct it, like
that wcorded when unemployment compensation luws were mude uni-
form, might not be helpful. Otherwise | worry greatly about a kind of
“bulkanization” of higher education.

* * * -

The Federal government could set u base amount for the closure of
the tuition gup...and then the states themselves could supply
additional monies to come into line with the particulur gap between
public and private tuition in each individual state,

Scveral suggestions, each expressed by only one president, are deserving of
mention:

Restoration of support for graduate students, graduate programs,
Jnd resedrch

Grants to institutions along the lines of the Bundy program in New
York but availuble nationwide

A federal Institutional aid program that would provide at least
muodest per capita grants

Explicit continuing support via block grants of institutions having
concents jtions of tulent und quality

Strenqthening of the U. S. Office of Education, perhaps by dividing
HEW

Forgiveness of cupital indebtedness to the federal government
uccording to a reasonable formula andjor modification of restrictions
on the use of buildings subject to such indebtedness

Institutionadl did to medical schools.

The Question of Autonomy

Muany of the presidents felt that private higher education faces a difemma
because, on the one hand, it cannot survive without public financial suppon
and, on the other hand, public support may lead to a degree of public control
that is inconsistent with the independence which is the raison d'Stre of the
private sector, For this reason, most fooked with some skepticism on
institutional grants and preferred grants to students. Most felt on balance
with some misgivings, to be sure that, with appropriate forms of aid and
with forbedrance on the part of government, i.dependencr and public
support were not mutually incompatible.

Affirmatjve public policies--local, state and federal--are needed to
endarse, encourage, enhance, perhdps ensure, the operational and
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intelecdual independems e ol private institutions (but also public ones).
The attirmative recognition of the social vdue ot institutiondl indepen-
demce may be necessary rather than g succession of  rear-guard
defersive actions to profect the independence trom the incredsing drrdy
ol dunger.,

+ L ¥ LA

Vhere is a generally unspoken ambivalence we all seem to have about
muintuining independence and at the same time deeepting public
monies. ., . So fur, there han been a luck of candor and realism in such
discussions which make the arguments less than compelling, and result
in a diffuse and qgenerdly incoherent approuch to governmenta
authorities.

* ¥ ¥ ¥

| have vigorously vpposed over the years government grants 1o
private institutions for inevitably these institutions then become part of
the government monopaly . . . . the only solution | have seen is that of
providing full educational oppartunity by government grants to the
individudl students rather thun government grants 1o the institutions. In
this way institutional competition based on educationdl performance is
preserved.

Conclusions

The following two excerpts from presidential responses provide fitting
conclusions to this gppendix:

| would guess that we wili make a mistake if we try 1o find one,
single, massive solution to the financial problems of the institutions in
the private sector. | have dn intuitive sense that if we can maintain 4
number of rather smuller, incrementally important, suppurt progranss,
we can respond better to the various emphases and approaches of our
privacz institutions and they will have more room for the play of
initiative and the exercise of independence.

+ & x %

I feel strungly that the new characteristics of the world condition
enhunce the need for trained intelligence of all kinds and cansequently
increase the burdens and opportunities of higher education, private und
pui 'ic. Problems of population, food, energy, environment, menial
health and all the rest muy call for moral incentives, culturdl
adaptations, und Divine intervention, but they also call for the
maximum, optimum use of the human mind, and that bears heavily on
the nature of policies thut will be wise for private education.
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1 best of Letter to Preadents:

April 22, 1974
Dear

This letter s to ash your advice. T am sending similar letters 1o several
friends located in various types of institutions,

I have been giving 4 1air amount of time and thought in the past yedr to
the question of the future of private higher education. | have been working
on my own and also av 4 member of 4 tash force of the National Council of
Independent Colleges and Universities (which is an arm of Association of
American Colleges).

My hope, which may be overly ambitious, is that somehow coherent
national policies for private higher education may be developed which will
have the support of many educators and which can be vigorously advocated
in the Congress and in state legislatures,

I am opetating under the following assumptions: (a) that the private sector
is an indispensable part of the Amwerican system of higher education, (b) that
this sector with some exceptions is in jeopardy, and (<) that coherent
policies designed to strengthen the private colleges and universities (withous
sacrificing their independence) are needed.

My request is that you respond indicating your views as to whether the
dbove assumptions are valid and as to what specifically (it anything) should
be done at cither the state or federal level to improve the position of the
private colleges and universitios, | don't expedt 4 lengthy discussion but
merely g listing of the measures you think might be useful. After | receive
your letter, | might call you in cdawe | have questions or need claboration.,

I might have wnt you 4 qu- stionnaire instead of this letter. | decided
agdinst it because | want 10 hedr what is on your mind rather than 1o have
your redqetions on what is on my mind.
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