DOCUNENT RESUNE

BD 104 251 gE 006 373
AUTHOR van Alstyne, Carol

TITLE Higher Education Among National Priorities.

PUB DATE nar 75

NOTE 15p.; Paper presented at the National Conference on

Higber Education sponsored by the Aamerican
Association for Higher Rducation (30th, Chicago,
Illinois, March 1975)

EDRS PRICE HP-$0.76 HC-$1.58 PLUS POSTAGE

DESCRIPTORS Educational Pinance; Educaticnal Needs; *PFederal Aid;
*Pederal Governi.ent; Pedeial Programs; *Higher
Education; *Resnurce Allocations; *Revenue Sharing;
Speeches

ABSTRACT

What is the current position of higher education
among national priorities? Three different comparisons are examined
to establish a frame of reference to ussess vhere higher education
stands with respect to the total commitaent of the federal
governaent. The total commitment is compared with the level of
support for higher education in earlier years, the level of support
proposed for other budget items, and Federal support for institutionms
and for students in comparison with other sources of support which
they receive. Emphasis is also placed on state support for higher
education, revenue sharing, national support for research, priorities
expressed in recent policy statements, obstacles to raising the
priorities of higher education, and strategies for affecting the
allocation of resources. (MJIN)



04251

”~
ril

Joncurrent Ceneral Session III -
lﬂlﬂnl.t"o,

Tuesday, March 25 SOUCATION & WELEARE

NATIONAL INSTITYTE OF

€
1Y Duc UM OuCATION

HIGHER EMUCATION AMONG NATIONAL MRIMRITIES* DUCED EXACTLY Ay necp ooy ('8 RO
THE PE RYON OR ORGANIZATION omo?:
cz ; ?ﬁrvﬁﬁoﬁii Ii’ :e . E DAY 10N Pom on o STIUTE 08
Policy Analysls Fervice
American Council on kducetion
Waghington, D,C,

I appreciate the honor snd the challenge of Dyckmen Vermilye's invitation to discuss
with you at the AAHE Nationel Conference the compelling sudject of higher educetion among
national priorities, This peper represents my own assegsments of facta and opinions,
not ACE's. It facuses more on working Aecisions, meny of them made in Washington,
which mount cuaulatively to rank nationsl priorities in real negotiations, than on
propositions shout the kenefits to society of higher educatien.

The paper opens with an examinetion of the current position of higher educastion smong
nat lonal priorities as expressed in the federal budget proposels now under debete. Next,
the priorities expressed in recent lhigher education policy stetements are identified. '
Then, nostacles to making grester cleims for support are examined. Finally, stretegles
for affecting the allocation of national resources for higher educetion are discussed.

The Current Position of Higher Educetisn

“hat is the current position of higher educatisn gmong naticnal priorities? As 8
starting point, we can consider the budget proposed by the Administration for fiscel
1976 as an exonomic policy document which embodies the preposed set of nationel
priorities. Three different comparisens cen be made to esteblish a frsme of referenc:
that will help ue to asgess where higher educatien stetes with regpect to totel
commitments of the federal government. The propoged level of federsl support for higher
education can be compared with:

1. The level of support for higher education in earlier years;

2. The level of support prnposed for other budget items, and

.3. Federsl support for institutions and for students in comparison with
other sources of support which they receive,

1. Trends ip federsl support. The Adninistretion proposed, out of a totel budget
of $349 billion, to epend :i7.4 billion for hizher educstion. This includee $3.4 willion

for the direct support oi educational actlvities, and $4.0 billlon for other basic
purposes which woulé ale> provide substantial support for educetlon. Vetersns' benefits
are included in this lstter spending category (they amount to half ageln as much es 8ll
the Off'ire of Fducation student assistance progrems combined). Of the $3.4 billion in
direct support, only $2.3 billion is accounted ror by the Office of Edueation., Of that
$2.3 dillian {n OE, $2.0 billion, or over O pcrcent, would be channeled to etudents

(a share whiech increased steadily from sbout 5C percent over the last f years).

Of the $7.4% rillion total dlrect and indirert support for higher educastinn proposed
in the Administration budget, *£.1 billion is earmarked for undergreduste educstion
(§2 billion for two-year colleges and $..1 billion tor all other undergraduate
institutiona’ and $1.3 billion for graduate education.

*Address rrersented at Uoncurrent General & ssion I1T of the 3Cth National Conference on
Higher ¥ducatlon, sponsored by the American ascoclation for Higher Fducstion, Tueeday,

Q orning, Mar-h 2%, 19’9, Chicago. R
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o oaddition to badowt outlays, a suretantisl eMOunt of federal support for higher
HMucat ion {g provided in the torm or "tax evpenditures”.-thet ls, taxcs not collected
Locquge oU exemptions and deductions relating to wducstion pernitted under fecersl tex
Inw. The Orfice o Manazement aud Rudpget has prepared estimates of these tax
erjenditares ond reported them in the Speclul fnalyses ot the Budget tor the firet time
thle yvenes Urnclarsnive and teilovehlpe sre nct counted os taxable Income, resulting in
bt eaperditures o L Lilllon; pevents arce sllowed exemptione for their children over
boieurs of gge who ore cnrolled fa college, resulting ln tax expenditures of $690
million: and ~ontributions teo fnetitutions bt higher education may be deducted, resulting
in tax expenditures or §54C million (&43% trom the contributions of 1nd1viduals snd $155
wiilion from the contributione of ccrporations). Thus, the total tex expenditures
ln suppert ot higher education ror lift, as ectimated by OMB, nmount to about $1.5 billion.,

/o put theee tax expendltures tor higher educaticn into context: The estiwsted tax
berevits to homeowners duducting mortgage intercst and property taxes from thelr taxable
inioge total $li./ billion: deductions for all other charitable giving total $4.8L
biilion tor flacal 1)7C.

ow do thege propeosod leveles of support compare with those of the past? The snswer
to tile quegtion agzain depende on ocur trame of reference. These levels of support .
repregent considerable Increaces over the troughs oi the eurly 1970s. But from a longer
time perspective, currvent levels of support srpear to be rar lower than historic peaks.

Most ot us are well aware that federal support channeled to institutions hes fallen
orf snarply In the lagt 1'c¢w years as e result o1 deliberate shifts in policy to the
support ol studentz: we ma, not realize that current levele of federal support for .
studente are “a:r helow cnrlier peaks, even niter s decade of new studunt sid programs.
The real, il not tie ritorical, federal couailucnt to supporting college students was
gtrongeat directly Jcllovtng torld War IT, ".ea benerite for returnlu; vetersns were first
authorired,  PRuat, ti: GI DIML was not intoadee - xelucively, or periaps even mainly, &8s an
edurational pracran, o ocoupencate for opnortanicice lost tecauge o' the vor. Rather

Lt was rart o an ceonomis readustment nroccan i a nation fearine inllation, msssive une
raployment, and plioribiy even gsevere deprescior.  In its peak year, 1947, the G.I. Rill
Pelped nearly 1.0 million rtudents -- or nore ti.an one out of every two studente

cnrclled in colleree andl urlversities.. If th.e totsl cducstional expenses (both tuition
aral Lfvift crato) of all ctaaente onro l;vg in Nigher cducation at that time were sdded

afte tnerououli have Lotaled approximetely .S tillion. The GI Rill provided nearly

J1 DILL“? tovard those student expensen: irdecd, the cash support providad was equal in
ncltyrc %0 more tharn t o totol amount puid .'or tuiticn by all students at all institutionse

The renerite roll o preturning veterans, viich covered about 40 percent cf thelr
2000 Slngs e Svheol, were non m min~tion of thelr paest, current, or future
Shee e ”frerdﬂd e Onointitiement.  But today, when federal ascsistence
0o tirescad toward hroadenine aecese Lo udl ctudents'-who presumably need a level of
Gapport orelativell ven creater tian A4 et i veterane -- the propostion of total
atohont esrengen coverc oy Uederal ouipport Le _ees rharn percent,

, .
JNTome L rgbrer,

»ooAfognvopgn elt cerdingy for nincr i -t itews.  Total i'ederal support for
Clener oerlooation s i Taaisn saristence cnonne St Lo st d :nte ane Lo institutlions,

Sermesersce e et oaer cian oa tndrd s orie Ll 0 Wdueetlon budiet andé about a
St o e Lut s e et ion, manpovier reninine amd gorial ““r“icfr. lees than three
Tl Dl T, tna aoeir cne-nalt off one percsent of the gross
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The trends In rederal gpending tor the varlous conponents or educatlion end treining
are quite divergent. Historleslly, wlementary snd secondary education have been the
largest comporeut of this sgrendlng category. In the midhjkfﬁ% they rcceived between
two ard three timee the level o1 support that wae given to hilgher education. Cupport for
eleaentary ond secondary cducation Las growvn at much gslower ratee in recent years,
glucklee orr completely tor the list three, and it has now been guperceded in aggregate .
‘ederal support bty spendlr.; 1or manpower trainiing. A decade sgo, support of manpower
traeining was not much greater than that oor Licaer educatlon, tut it hee grown at a
conglderebly twster rots, svertaklng the levei of support for elementary and secondsry
education, so that now LYostl, gre ©t a level o: ‘arport spproximately double that for
higher education.

Vocational :dacsiion iv ouly & small Cao e nit Ot thie gpending, cete or; end was
among the rastest prouis oo ouents, but it (3s n¢ wxperienced no urowth in gupport over
the last peveral bud . i ‘cure.

Alter burgeoninr in the early 1900s, sutlays for higher educatlion flattened oyt end
noved virtually sidewave irom lutn to 1974, In Jact, outlays for higher educstion were
actually lower in 1974 tuan in 1968, e might haul up a devil theory to explein the
pattern end label these the "Nixon years" In higher educetion. But this charge would not
be entirely rair. These sharp reductions In tli rate of ineresse of surport were, on the
whole, the result not of explicit changes In stated pollicy directions, out of s vast
number of individual decisions In many different agencles. These decieions, in pert
rcilecting judgments about the usefulness of the outpute generated by continued regesrch
spending, had been mede st the end of the Johnson Administration but the cutbascks took
several years to effectuate.

Thus, while higher education languished, every other component of the education snd
training budget cetegory grew, with particularly sharp snd continuous increases in man-
power training support.

ihe estimated budget outlays for hicher «ducstion for the current fiscal year ending
In July L3S represantc a stortling break vith the 19:8-197L no-growth trend with 8lmost
N flrty perceat increase in outlays over the depreesed level for the preceding yesr
Including, however, zome torward funding into Tuture budget years. The budget for the
Apeoming year incorrorate wmuch more modest increasce, however.

Dring the [ 0e .l spout, o1 the pederal tudgetl can be attributed to Grest
Cociety procrams. 1 contract, durine the 10 7Je, the srowth of the budget hae been
lnrel, in paruacnts to irdividuals--ge Lenv it levels have beer augmiented, and as new
Trours have teen btroucnt vithin the coverage of social programs.

Jer tadeet comparicrn aany in higrher - ducstion want to press, however, is how does
fiendine o our prograss conmpare with spendinge for defense. It s true, as the Defense

Department cialns, tot 0 o chare of fhe budoct vecignated for national Jdetense hasg

e lined cinee i ponk o ears. Yo are, e 111 not now at war. 1. act, nationel
delenge has, in orec ot oavs o taken a o decretoin L lhare 5 the federal budeet (down from
veotertent in fisecoi 1o ro OV percent in Jiccnl 1+%7) and of sross natioral product
flown frem . percent in Jictal 1) to S, ' :-reent in fiseal 1a7).

Mt the Ford adoinistration is proprosing ‘o arrest that decline. In fact, the full
Prearan test ar vearons systems, for whish Initlal year tunding ie included in- the
tarrent. tudget, is reported in the Jongressicnal Recorde-and brought forcefully to our
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attention by the Washington Bureau of the Rolling gtope; -- to be $148 pillion.

3. Federal shares of institutional revenues and student vesources--The federal
share of the revenue of colleges and universities peeked at a little over 20 percent, a
itlttle over 20 years ago. Fuderal revenues are a relatively much more important share
of the total income of private colleges and universities than of public institutions,
partly because graduate sludents make up a larger proportion of total enrollments in the
tormer (30 percent at private institutions and 20 percent at public). That federsl
revenue share eroded significantly throughout the early 19708 for both sectors but more
sharply fror tue private than tor the public institutions. This i1s one of the meny
factors contributing tc the finencial crunch, which is being felt even more severely in
the private more than in the public sector of higher education.

The federal share may currently be edging back up & little from the trough of 1970-
1971, btut it still does not approach earlier peaks. The slippage in the Federal share
has been made up by increases in the state shsre and the student tuition share of total
revenues,

Policy statements =~anuting from the Administration emphasize the shift of federal
gupport to students. (onscquently, we might eacily expect that the federal shere of
inatitutlonal revenues =:ould decline and that the tedcral contribution would show up
Instead in the roru o: .tudent tuition, whlci: arc reported in finenclal surveye
iInclusive of student nide Let us examine tien, trende in federal support of students.

The Administration's proposed budget allots $2 billion for the Office of Educatioun
st.dent assistance procrams. Actually, these funds cover two types of "student aid."
The first tyre consists of funds pald to cover the costs to students of tuition and
living expenses and includes programs of Basic Fducational Opportunity Grants, College
Work-Study, and Supplemental Fducational Opportunity Grants. Together with the Nationali
Direct tudent Loans, these programs accocunt for about two-third of the total OE etudent
ald funds. They are subject te aanual appropriations limits.

The second type of so-called "student aid" consists of funds paid to bankes to cever
the cost of the loans that students take to cover the cost of expenses. These funds
are intended *o induce banks to lend to students by offering interest subsidies, special
interest allowances, and coverage of losses due to defaults or to death and disability.
Thus, the term”student aid" ier not a consistent label as it is applied to different
channels of support. 7This program differs from the first type in another important way:
The payment of iederal funds to the banks is orligated under contractual arrangement--
which 1s very -~icse tc an entitlement because if not enough fundd are appropriated
initial.ly,. 2 supplemental request must be made to surrly the funds required. This year,
+he student assistance iunds channeled through banks will be an astounding one-third
of fhe total OE stulent asslstance tunds--$05&¢ million dollars.

Il the inereased amount of assietance ctlipated by contract to be pald to banks is
aibtracted frem tiv total OF request for student =aid (which is $122 million less than
last year', The net balunce is #19C millior. lese for student aid this year than wes
appropriated lust year, In view ol the lawse ircreases in college costs to students,
and ~vjanded elisibility or ngelstance, this ceene that individual students may get
substantinlly smaller packas e of grant ascistence thie yeur than last, even after
well-publicized lncreasce proposed tor the pesic Grant program.
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The $135 Million Myste:y

The education comaunlity, students end institutions slike, were astonlehed to leern
in the last severasl weeke that {135 million remsined unexpended of the $660 million
originally appropriated for the program of Basic Grante to students. How can the higher
education community press for even greater sppropristions when $135 million of last
year'c funds were not e¢ven spent?

What heppened? It is certainly incumbent on us to solve the mystery, because the
explanation clearly affects the validity of determination of actual needs for student
assistance and weighs on our ability to argue for greater support for stuients.

A number of different explanations for the underutilization of the program are
posaible:

l. Maybe we overectimated the numbesr of students who were genuinely interegted in

college; '

<. Maybe colleges and universities induced students to apply for the assistence,
and then the students rejected the educational offerings «:>3e gvailable by the schools;

3. Maybe the students found .ut how much of a grant they would be avarded, decided
it would be too little could nc' find other gawrics to make up the difference, and then
decided not to apply for college;

4. Meybe the Institutions assessed the amount of individual student grants, learned
they would be less than the amounts needed to suppourt the students in school, determined
that the schocl could not provide additisnal funds from its own general revenues and
decided rot te sccept the needv students who had alreudy applied; or maybe, the institu-
tions, cid not encourage students to apply for Basic Grants .. part of their aid
packagr becsuge tlhese awards are not acconpunied by allatmernts ¢» coiir ..
the cost ¢f administration n- are the campus-based eid programs.

%. Or, maybe the progrem was bedly administered; maybe prospzetive students did not
Kknow ‘ney were eiigikle for the assistance, or meybe the forms they needed were not
enslly ctta’nuble or maybe they hal difficulty in filling them out, or maybe the dead-
Jin-s Por suomitting applicatlons were hard to awet, or maybe they were uncertain aebout
the ameunt, of the grant thet they would receive =0 tacy dld not have a clesr ides of
wha*t thelr educationa’ .,tione were;

L. Or maybe, n queztion could be raised sbout whether It is possible that the
expenditure of the prorram funds was administrotively deferred as a deliberaste economic
weasur~ to hold dovn total fedrral spending when the route of executive impoundments
c.oi ofricially regquected budget rescissions and deferrals was blocked by the courts
and Corgress, thus achieving indlrectly what could not te achieved by more direct mesns.

ihe resolition ot thic mystery, with specific answers to these questions, is of
‘niiamental izrorvance, far beyond the $135 million. The answers te these cuestions
tear nnt oonit on whai are ‘he national priorities for higher educeticn but who has the
rower o get trem and to modif'y them.

_otate - et fer Higher Fducation

Fatiointh this paper deals primarily with federal guppert for higher education, 8
viianend degorir-ion mist deal with s*ate suprort as wvell. State support for higher
eiucuticn 1s YUl twice the level of rederal support. Many state rrogrars are far
more alvan:ed tha . the tedera). State bigher elucation people righifully challenge
“hie Taderel centricm of Wnshington pased cffi~ials .s to which is the dog and which is

the tall. eere~inlly In federrl-ctate mas:h.ng rrograms. 6
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gxpenditures for higuer ducation otten represent the largest single budget item
of a state sovernment, ranging rom one-sixtin tc one-third of the total. In a number of
Jtate budgets, the share ror higler education hes declined from peak levels, but the
abeolute number ot dollars appropriated in the last two years has increased in 49 of 50
states, representing . a net increace for all states of 29 percent. Inflation has wiped
ot stou'. two-thlrds ot tqe value of the Increase, but even so, real dollar support hag
tncrenged atout 10 percent ror all states, with LL or the 50 staetes showing resl
Increases.

Individual institutions may nave lost support, however, as states have channeled
funde inte expanstion of their public systems, particularly two year institutions, and
increared, relatively thelr direct ald to students,

Revenue sharing. Trecise delineation o1 the trends in state support may be muddled,
moreover, by general revenue sharing, (the federal program insugurated in 1972 to
distribute $:2.20 billion, ore~third to states and two-thirds to local govermmente, with
wlde lotitude concerning its use). Large proportions of the revenue-sharing dollars ere
revorted as beliny spent for education. But little detailed information is available about
wiether they were spent for clementary snd secondary education or for higher education; or
whether these runds are added to regular state tax funds or substitutes for them, per-
mitting states (o shift runds Lo other program areas or even to cut stete and local
taxes. Sven state reportc of intended use of the funds are not firm, becsuse the funds
can bte reprogrammed almest without restriction. Until reporting is clarified, it is
impogsible to be altogcther precise in characterizing the trends in state and federal
funding ¢or nigher educatlion.

1t 1s a miner paradox that debtate on federal aid to institutions often flounders
on the lssue of rull a:countability tor the use 5f the public funds, whereas revenuee
sharing with the state o. rclatlvely unrestricted :unds is edvocated for precisely the
opposite reason -- that the ctoteg sre In the "best position” to know what they need-
thus overlaokin, chat public occountability for tie usc of the funde is markedly less
apder revepue-saaringg thao aukicr categorical procrunc,

dational CJu:rort for Resesrvh

In this country, bi;her educatlon and researci: ore highly interdependent, and of
areat Inapiration to each cthwer. A comprehensiv: discussion of support for higher educs-
tion “hould alse touch on zupport for research.

Hationa. prlorities Cor recearch, and sharp shifts in those priorities, have a
sipnlficant impat cn hisner education -- toth on the up-side and on the down-side--
cort rituting te Lhe instatility of federal surport, particularly within those institutions
where !+ ts ogrecially heavily -oncentreted. More than two-thirds of sll the basie
receqrsn lone in Yne "mited tateus takes jlace within higher education institutions,

fn~l-ding amall pertion in redernil, funded recearchi ana development centers.

Razl: tegenr s mau not heen g ,routh trdust:  vince the mid-19€('s, the trends in
Juprors crver el atvected ty rapidiy char ine gxr“e ssions of nationnl concerns.
Aprimars natisnal oconeorn in the late lWH(A and early 19Cs was internstional competition

fr *he ox;leracion o oarnce,  Activity in this domain had a technclogical base, but with
monn anding wlastons emticted -- Ganding almost a dozen human teings on the fact of
Sre slcn,  fp e veseniott, wag trr oy curtalled, T Uhe mid-l ‘W)g netional concerns
abiresl toward vyunlity and opportunity, lssnes rejuiring peliticel and scciasl resolu-
“insn, ravser ‘han te-hnolerical wivance, They, of course, provided litile stimulus
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to technologiial resesr:sh: ond (ld rot succeed cl nificantly In developin, tuelr own
regsearch bags, By the :ldel O the facus af our natloral concerng has chlited to

environmencal quality, <ner;y Independence, and sdcauste heelth care, with new technology
torming 8 large part of the required respsnse to those concerns. We alght eaelly predict
large lnfusions af regearch funds into higher education to deal with these concerns
except tor -urrent budoet constraings. But using 1limited-ressurceseconpeting-denands
argurents to restrict the claims of higher education for grester prisrity fer research
funding may be extremel, short-sighted and counter productive -+ because it fails
altogether to pereeive the relationship between education, research, technology, and the
expanslon nr more erricient use of those limnited resources,

Prioritics Expressed in Rocent Dolicy Statemente

Orn Jarch ¢, 13¢5, the Carnesie Council on Pollcy Studies in Higher Educatien issued
its flrst ofricial statement: Lt dealt with the
Unfinighed Business, 1775-1.90,. The report calle for inauguration of new mejor progrems
of federal aussistance to hlgher education. One program is tultien equalization grantes to
states to reduce the gap in tuition between private end public institutiens; the funds
are to be regranted to studentr attending private colleges and universities in amounts
based on a formula granting them the equivalent of haelf the per student state subsidy in
public institutions, with that student subsidy to be split in turn equally between the
state and the federal governments. The second program is the creatisn of & gelfs
supporting lational Ctudent Loaon Bank, and third is for financisl gssistance for lesrge
research libraries.

The recommendations have been thoreughly debated and persuasively reported, They
are likely to command widespread support, end be enacted into legislation,

The funds required to carry out the recommendations have been cerefully calculated
by the staff to increase the rederal expenditures for higher efucation "modestly” frem
6L hundredths of one newcant of the gross national product in 1974e75 to 66 hundredths
in 1975=8C, rive years lat.v.

The rerort eltiar iost Lot Lval with or coupletell capltulates on tue lssue of
what ghould Yo the nati.nai :riority for higher -ducation. The report Inpiles either
that the nigner educatlon st ciould be no larjer; or that the share should be larger

but thot it is unet rolitienily rcaslble to achleve a larger clalm, glven linltede
resourcec-andecompetingedenondso,

7 word” ar ue Lot whichover of thege previces 1s operative, they should ‘%e
debatnl orerly.

The new propasais for restructuring student nid embodied in the ¢'Hara 311l alse edd
to up to a i2vel of suryort for students "altncuvt awerded in differing patterns) the
game ordcr of mapnituls as that rrovided Tty the cxisting lesislation - again too early

and too com; lets a concession to budget "realities.”

Oteta~l-s to Raising tne Priority of Hisher Fducation

Serare Licher ~ducation ~an de ultimetely successful in pressing fer a higher
»Iace amony national jvioritier we nave 1o i~ a much better job of making cur cese in the
slent riave and decumentlng It In the ge~eond. T think we can do both. But this will
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require v st amounts of conceptual, analytic work and improved measures of the needs of
studeants and institutions. Student nceds analysis actually originated not as a determina-
tion of "neecd" for assistance in an absolute sense, but as a mechanism for limiting
competition among institutions in the award of funds and fo:s allocating equitahly the
inadequate student aid funds available. Needs analysis has not altogether transcended
those origins o become a technique for determining true student need, based on explicit
value judgments respectiny, reasonable self-help expectations, and the roles of the state
and federal governments--but it must, .

On the institutional side, we are not likely Lo be persuasive in sharply increasing
support until vast improvements are made in the measures o financial cordition of educa-
tion institutions. We need & i{inancial asgessment equivalent to industry's bottom line =~-
which education's current vperating fund surplus or deficit is not.

Cluims for gr«ater support have in the past been basec¢ on comparisons with previow
year's funding, on ingrement .l budgetring -~ 'mnoce is better" -- which is no longer
persudsive before increasingly skeptical legislaters and program administrators countering
with "yes, but what are you willing to give up, you are never willing to give up anything."

After spending time just now detaiiing budget shares for higher education, we have to
recognizg that relative shares as such, are not truly an udequate measure of higher educa-
tion objectives gr priorities, at the federal or state levels. These must be framed in
terms of the adequgcy of resources needed to do specific jobs. We have to look beyond the
atsolute and relative shares of support for higher education, or survivai of particular
instituions, to the balance between the resources available and the missions to be
accomplished.

This sectinn of the paper deals with what I regard as iimits we impose on curgeli.s
in national debate directed toward reachirg congsensvs on the values and missions of higher
education. There are a number of obstacles inciuding cur own pzarsecution complex.

Pargncia

Academic excellence is often neasured in terms of critical intellectual abilities.
Self-criticirm within the higher 2ducation community {s entirely healthy and productive in
that it leads to continuing improvements of the zeaching-learning processes and heightened
efforts to relate curricular offerings to current student and community concerns. But
this tendence to self-criticism is frequently turned inward lc destructive ways. A form
of parancia leads academics to explainu complex social phenomena tor easily and too quickly
and too exclusively in terms of the shortcumings of higher cducation  For example, it
is frequgntly asserted that "declirirg cncoliments” can be attributed in part to students'
disaffection w.th college, to their ieassessment ¢f the value of a college degree and to
its relevanre to life gecals. But there are twe difficulties with this assertion. The first

.is rhat enrcllmengs are not down - they are up =-- in both the public and the private
sector. The demographic contraction ol “he colliege-age coheort will not hit until the early
1980s.

But students *oday are being askad to piv almes*t twice as much for a college educa-
tion than they did a ecade apo. Given that magnitude of cost increase-a level about half
d:ain sredter tian prices in general-it is amacinp that enrollments have not in fact
declined. When iome huying slumps when autemobile sales plummet, and when beef consump-
tion goes down, no one argues tnal pesple no longer like housing, travel by car, or




Concﬁrrent Genaral Segsion II1
Tuesday, March 25 -9

cating -- rather, the explanation given is that the costs are too high. We need to pay
much more attention tv possible economic determinants ot envollment trends and to be more
skeptical of broadside generalizations that young people are disenchanted with higher
educatior,

Similarly, slumps in private giving have been atrritbuted to dissatisfaction with
higher education on the par: of pcteatial donors and to their concern about institutions'
ability to govern themselves during an era of student unrest. But it is at least
suggestive that the year to year trends in individual and corporate giving follow (with
consistent time lags for the process of giving) almost exactly the trends in net corporate
profits, one primary source of income for voluntary contributions. Once again, the
paranoid explanations were too easily accepted.

Taxi-Driving College ¢raduat:s

Ominous reports of widegpread Jdifficulties experienced by college graduates in
securing joba related to their education, and encounters with taxi-driving college
graduates have raised imcreasingly serious doubts about the need to stimulate, at least
through public subsidy, even greatei college rates. The Bureau of the Census projects
a doubling - goirg of the number of c¢nllege graduates (with a four-year degree) in the
adult populatiovn (25 and over) by 1990 -- raising the number from 15 million to 30 millien
and the population share from ll1 percent to 20 perceat. All this hLas led some to speculate
about the fate of unemployed or underemployed college graduates: hyper-extension of
graduate education for rhose with baccalaureate degrees who can't get jobs, and even to
wild scenarios of social upheaval led by the desperately over-educated.

The priorities for higher education depend fundamentally on convictions about the
appropriate size of the higher education sector. Some old-style elitists assure us that
we arve already educating too many students now ~- students who are not really interested
in learning and whe ought to be nut working for a living. Others have offered unfortunate
expressions about the competence of some of their cclleagues whom they declare should
also he otherwise cngaged than in teaching. Again, the most severe criticism of educa-
tion often cemes from within. Clearly many of those who have not had opportunities for
advanced education, value it extraordinarily highly. A major vehicle of escape by those
10t sat.sfied with their rcurren: employment is more education.

*According to the standard forcasts, we are in the process of switching from a peried
of vxcess demand for colleve graduates, to excess supply of them, leading to reductious
1n the economic returns to investment: in aaditional years of schocling, and consequently

‘a dimhnished demand {nr nigher education.

Q

Such arguments have been mide by economists whe derive from these premises, con-
clusions about the prrhable reduced level of required public funding for higher educatian,
They base therr analysis on human capital theory. I would argue that human capital
theary, whatover 1ts analyvtic elegance, is a weak, if not dangeious, basis for formulating
public policy with respect to the size of rhe edvcation sector. 1Its use for such
purpases should be ~hallenged -- whether it leads to c¢nnclusions that funding should be
decreased (n these t'mes or that funding shculd be increased in other times.

Fir:t, the calculation of the vconomic returns may not be free of conceptual flaws,
VDiffererces in returus attributed to vears of education may in fact result from
differences in ability, experience, mrtivation, continuing opportunities for on the job
learning, or restrictive labor practices. Further, therc may be measurement errors in
calculiating the returng, particutarly when cemparing returns to investment in education
vith returns to investment in physical capital. For instance, in failing to adjust for
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the capital bias in the tax structure, (which permits deduction of the expenses necessary
to earn income in the case of physical capital, but not in the case of human capital; or
depreciatica of the asset value of physical capital but not of human capital; or capital
gains treatment of the appreciatimn of physical capital, but enly ordinary income tax
treatment of the earned income »f human capital even though it took years to gain the
competence being rewarded).

Whatever use is made of econamic rates nf return to explain grnss enrollment levels,
they are not very adequate in explairing choice of degree earned, ar choice of field,
The computatinns gro-sly averemphasize economic determinants of educatien as a prcductive
investment, and exci .le what econsmists call the consumption value, or others might call
the exhilaration cf learning.

Even if the returns could be carefully calculated, economists have often implied
that the policy implications of firding differential rates of return for different
education cahorts were relatively straightforward. But consider, for instance, the
general finding that returns to education of employed women are lewer than thogse for
employed men., Does this imply that less funds should be invested in the education eof
women and more in the education of men to bring their marginal rates of return inte
Yoser alignment -- or that we should attack the system of differential pay. Human
capitalists have difficulty separating out the returns flowing from characteristics of
individuals, and returns flowing from the characteristics of the economic and social
.ystem.

Actually, in a demncracy, the question which precedes the question of the aptimum
size of the education sector is, rather, who decides who gets what opportunities fer how
much education. Calculation of the demand for and the supply of college educated people
is the beginning but not the end of an inquiry about the appropriate size of the
education sector.

But we are in a recession ==

wait until better times to press our claims. The inflation and recession has hit
virtually every segment of nur economy--some, such is housing, considerably harder than it
has hit education. Times are tough and all must do their share of belt-tightening. Even :.
80, we must be vigilant to make sure that higher education is not unnecessarily disse
advantaged during this crunch.

Oon the negative side, when President Ford announced his energy and economic package,
for instance, it involved a surcharge on imported fuel, which would increase the costs of
fuel, which surcharge would be rebated by tax cuts for families and corporations, and
'grants to state and local governments and federal agencies adversely affected.

The Administration, quite literally forgot the nonprafit sector, including the $40 billien
higher education industry, which we would bear the full brunt of the cost increase but
would not be eligible for any of the rebates. Energy costs are not negligible items to
colleges and universities, they can amount to hundreds of thousands, even millions of
dollars. The higher education has asked for alleviation of these hardships but not yet
received specific responses.

On the positive side, higher education can serve ingtrumentally in carrying out
economic policy-for instance, in packaging educatimnal agsistance and public service
jobs for part-time students/part time workers, creating opportunities to learn and
reducing unemployment at a relatively smaller cost to the federal government than for
full time public service or unemployment compensation,
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The Government Can't Do It All

Deep philogophical concerns about the size of the public gsector, fear about undue
encroachment of government on the governance of institutions, and conviction that colleges
and universities must first manage more effectively the resources already at their coamand,
undergird the assertion that "the government can't do it all." Unfortunately, that
pronouncement often forecloses real discussion of policy alternatives which consume any
public resources.

Consider another proposition, equally meritorious, that the nonprofit gector, in eur
case, higher education, should be as advantaged, or at least no more disadvantaged than
the profit making sector, in claims for public services:

For instance, the scope,quality, and timeliness of data available to higher
education should be equivalent to that provided agriculture, manufacturing,
construction and labor;

In negotiating contracts to perform research services, educational institutions
should be permitted recovery of overhead and other funds to provide at leas as much
capacity to develop new projects and adjust to rapid shifts in funding as is permitted for
industrial firms; and

The claims of institutions for coasideration in offsetting special costs asseciated
with providing educational services to disadvantaged students should be accorded at least
as much weight as the claims of banks for consideration in offsetting special costs
agsociated with lending money to disadvantaged students,

The higher education community understands very well that the government can't do it
all. We are also beginning to assimilate the realities of the new budgeting pracess. At
a recent meeting of the Education Commission of the States, Stephen Wexler, Coungel teo
the Senate * Subcommittee on Education, explained that the Subcommittee had reappraised its
approach to legislation and was proceeding with a much greater awareness of the budget pro-
cess. Previously, he said, authorizing committees simply wrote the legislation and left
it to others to find the money. Now the scope of programs is to be: designed within
attainable funding levels., These are indeed, salutary developments in public finance,

We can hope, however, that competency based learning about the workings of the budget
process is not certified br the adoption of conventionally conservative attitudes trward
pubdic spending for human service programs. Perhaps it takes people less familiar with
the budget process to escalate the level at which budget trade-offs are forced, to raise
disquieting questions like, for nxample, tue tollowing:

How many millions of dollars should we spend trying to recover a Russian submarine?
How much does it cost to arm both gides in a war?

What- funds «are involved in zovertly building up stockpiles of arms for allies?

Are improvements in our bhalance ¢f payments related to shipwents of arms?

What are the costs and benefits. or possible conflicts of interest, involved when the
United States goverament contracts with a private firm to train the army of a country
which could, in some eventualities. cut off their supplics of oil to us?

What is the price of domestic surveillance and international intrigue?

]
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Strategies for Affecting the Allocation of Resource

TR . . .o dr  mme s e D i L e TS

The case can be made lor increasing the claims of higher education to national
atteation and aupport. Whst are the strategies available? 1In our society, resource
2llocation strategies operate in three domiins: economic, relying on market mechanisms;
tational, incorporating planning processes, and political, using persuasion and voting
power. Recent policy proposals in higher education have tended to focus exclusively on
the economic domain; but that is likely to be less effective than couscious action in all
three domains,

Market Strategies

The Newman Task Force, the Committee for Economic Develcpment and the Carnegle
Commission, proposed to raise tuitions and increase awards of assistance directly to
students for the purpose of increasing total resources available for higher education and
enhancing the role of the market in determining the size and composition of the higher
education sector. But the "market,’ given its imperfections, is hardly better at making
big decisions than little decisions, and certainly not any more adequate for determining
the major national priorities we place on education than it is, say, for security. Yeou
may have noticed, too, that besides the econcmists, the most ardent advocates of the market
solution to the allocation of resources in higher education are our greatly respected
colleagues who happen to be heads of state higher education planning agencies, facing
otherwige difficult questions of which schools to help and which to let succumb in the next
decade. '

It is not certain that the raw operation of the market would assure a diversity of
offerings and a greater or lesser number of real educational choices for well informed
students to select. The serious risks to survival of making wrong decisions on institue
tional specialization is likely to lead schools in the direction of being more similar
than more¢ different; perhaps even with the expense of more curricular offerings and more
delivery options at each institution -- but fewer system wide -- than under a planned,
coordinated educational structure. An unalloyed market mechanism is not the snly, or pere-
- haps even the best way to obtain information about student educational preferences.

Planning Strategies

Planning the allocatiecn of resources is generally an underdeveloped art and science
in education, with but few outstanding exceptions .n individual states.and institutions.

Vast improvements in the quality and timeliness of data available to higher educatien,
as well as significant advances in the development of policy analysis and operating
management models, greatly enhance our ability to plan in higher education.

Planning is yet to be adopted generally however, as an integral part of the educa-
tional managers style. And we have yet to develop a working understanding of possible
active--not passive in the sense that they happen to us -- relationships between overall
economic activity and activity in higher education both in the short run and in the long
run together with a healthy skepticism toward our own long range economic forecasting based
on our poor track record,

Greater efficiency in the utilization of educatiua resources through planning; and
lengthening, through planning, the time horizon relevant in making spending trade-offs
can significantly increase the ieverage of higher education in pressing for higher
national priorities.

13
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Political Strategies
Education associaticns and institutions are forbidden by law from engaging
in outright political activity on pain of losing their tax-exempt status. That
does not, however, prohibit us from underscoring the critical importance of
politics to our future. Invited testimony providing information about the
anticipated impact of alternative legislative proposals on higher cducation

has, potentially, powerful effects.

Committee members and staff are generous in their willingness to listen
to the concerns of their higher education constituents. They welcome solid
information, succinctly summarized in a usable form. Genius is required, however,
to anticipate the detailed iscues to be debated far enough in advance to have
the relevan: data ready in cime.

Political awareness and suphistication, and knowledge of political structures,
processes, and personalities, is broadening and deepering on the part of the
educational associations, state zdministrators, individual institutions, facilty,
and students. ialk is heard about building constituencies.

It would be politically forasighted to organize information relating to
higher education on the basis of Congressional Districts; very little such data
exigts at the pregsent time, but it could quite easily be generated andi‘mcintained
without great const.

Enormeus progress has been made receatly in developing mutual understanding
that the many sepguents f education share their destinies and that conflicts
among thorse segments is ultimately counterproductive. As a result, most major
differences are row resolved before reaching state and federal legislative chambers,
whereas in earlier vears .nec segment could often be pitted against another to
the detriment of toth. Representatives of different educational groups have
learned that they do not reward questioners with answers when asked publicly or
privately about places to cut budgets important to other groups, lest the tech-
nique be applied with equal force to them. Alternatively, attempts are made to
reach and present a4 consensus on policy preferences and budget priorities.

To give a solic example oFf this awareness: Pcoivate institutions, which had
previou:ly teen amouy the prime advocates of raising tuitions at public instit-
utions, reversed thei~ stance more recently as an act of statesmanship, having
recognized tha*t -he earlier position would pit nublic institutions against private
instituticns. Even farther, they have generously endorsed public institutions'
golicitation of privite voluntary c~ontributions, a major source of revenue to
the private institutions.

14
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The other half of the fmplied barjain is that public institutions must now
cectively support appeals of private institutions for incrcasud public support.
The acxt item on the agenda for national debate on the financing of higher
cducation is to consider not only vhether but in vhat form federal and state
governments might effectively support private institutions. Rhetorical commitments
of mutal support have been made by leaders in both public and private sectors,
but the difficult details kave to t: hammered out, preferably state by state, with
the federal government in the role of the initiating, stimulating general partner.

Conclusion

People who forecast differing prospects for the future lewv. ls of support
for higher education -- for the place of higher education among national priorities--
do not, in general, differ markedly in their characterization of the current
situation. But they do differ radically in their assessment of what is posgible --
in the academic, economic, and political spheres. The realities way be as harsh
as the darkest forecasts. 1If the first step into the future is to linit our own
horizons, to scale down our own expectations, to narrow our own choices to feasible
but pinched alternatives, we will have taken a responsible course. But there
is a more fully responsible course, toward a grander vision, truer to our own
beliefs in the values of higher education--higher education made agéessible to

all who can benefit from it by recognized legal rights and entitlements. We
have, I believe, only begun our pursuit of this course.
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