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o'In response to the encouragement of several different groups_during the

sponsorship and will consider other reports on postsecondary financing.

FOREWORD

N

The series of conferences for which this handbook provides background

~information ayeﬂone autcome of the work of the National Commission on the

Financing of Postsecondary Education. The Honorable Winfield Dunn,

governor of Tennessee. served as a member of the nationa1 commission and

- encouraged it to reiy on the assistance of the Education Commission of

the ,States (ECS) in disseminating its reports. ECS chose a serizs of

conferences as the method of dissemination.

_In addition to Financing Postsecondary Education in the United States, a

major report of the nationai commission, however there have been a number
.of other reports, issued by several commissions and task forces, on poiicy

directions and recommendations for the fjnancing4of postsecondary education.
conference planning stages, the conference series will benefit from multi-

§imiiar1y, conference participants will represent varying points of view

on postsecondary financing approaches.

The conference pianners were also encouraged to expand the“scope of the
conference programs in order to give some attention to the broader economic
'context so that financing for postsecondary edocation mightabe viewed in
reiationship‘to other federal, state and lacal financing commitments.

Current obligations and probable commitments for the immediate future

will be considered.
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Sectioh I .of this Conference Handbook provides descriptions and comparisons

of selected reports relative to recommendations for postsecondary financing;

‘Section II is a collection of posi%ion.statements and/or comments on post-
secondary finanting from certain cooperative sponsoring groups for tHe
“conference series; and Séction IfI conféins descniptioné and CritiqueS'ofA
.pdésib1e usage for models in assessing posfsecondary financing plans. Also

included 4in the handbook i< a set of questions which might be used in

assessing financing proposals and existing'financing programs.

The Conference- Handbook should be viéwed only as.a collection of information
serving as background materials for conferees and other interested persons.
Collectively it does not represent endorsements or positions of the coopera-

tive sponsoring groups.

It is the hope of the manypeople who have p]anneg the canference series
tﬁat the conferences might,sérve as forums’fa;/éiscussion of postsecondary
financing. 'Forum participants, wHo are from a variety of Bdckgrounds and
responsibilities, will present varying.perspectives. Decisionmakers and
educators from nearly every e1ement of the pdstsecondary community will be

represented.’

General confekence purposes are: greater empathy for the several perspectives
'thafAbear-on postsecoﬁdary financiﬁg;‘attention to the broad economic context
of-which education financing is but a part; retognition of the alternatives
avai1$b1e, in terms of financing proposals; and debate of possible-conse-
quences for the.variety of policy directions. Accordingly, the conference

' sponsors and ‘planners hope :that the conference series aﬁd materials to be .

published might improve poiicy development and decision making relative to

financing postsecondary education.

£ r
---Robert, F. Corcoran
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SPONSORSHIP

Several postsecondary education associations and agencies representing the

~ public 'and nonpublic sectors, testing agencies, institutional and state
budget officer associations, a student group, a faculty association and many

~ individuals in government and education have contributed to the development
and planning for the conference series. Their cooperative sponsorship
includes contribution in terms of conference background materials to be.
circulated, suggested:program and conference participants and substantive
matters to be covered during the conference ‘proceedings.

Funding for the conferences has been secured or tentatively committed from
pub]1c and private sectors. Because some financial support for the conference
series is tentative, announcement of final sponsorship will be made at the-
beginning of the conferences and wi]] appear in follow-up publications.

The Educat1on Comm1ss1on of the States is the conference coord1nat1ng agency.
‘Cooperative sponsoring groups are:

~Amer1can Association for Higher Educat1on '
American Association of Community and Junior Co]]eges
American Association of State Colleges and Universities
American Association of University Professors
American College Testing Program
American Council on Education :
Association for Institutional Research
Association of American Colleges ,
Association of American Universities :
Association of Independent Colleges and Schools
| Carnegie Council on Policy. Studies in Higher Education
College Entrance Examination Board
Council of “Graduate Schools in the United States
Institute for Educational Leadership,
" The Associates -Program '
National Association for Equal Opportunity in
Higher Education
National Association of Co]]ege and Un1vers1ty ,
Business Officers
‘National Association of State Budget Officers
National Association of State Universities
and Land-Grant Colleges
National Association -of Student F1nanc1a1
Aid Administrators
National Association of Trade and Technical Schools
National Board on Graduate Education
National Catholic Educational Association
National Center for Higher Education Management Systems
National Council of Independent Colleges and Universities
- National Student Lobby .
State Higher Education Executive Officers
U.S. Office of Education
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CONFERENCE SCHEDULES
" Sept. 30-0Oct. 1, 1974 San Francisco, Calif. Hyatt Regency
,oht. 4-5, 1974 . : South Bend, Ind. - Notre Dame -
: ‘ , Conference Center

Oct. 30-31, 1974 . Denver, Colo. _ Executive Tower Inn
Nov. 18-19, 1974 N Atlanta, Ga. : Atlanta Internationaie
Dec. 9-10, 1974 - Boston, Mass. 7 Sheraton-Boston

Jan. 15-17, 1975 - Washington, D.C. | Mayflower Hotel




SECTION I

This section has descriptions and implied
comparisons of several majoy reports on
varying aspects of postsecondary education.
Those relevant aspects relating to financing
are cited. The section, except for editorial
changes, is drawn from a working paper ,
compiled by 0dille S. Hansen, Policy.Analysis
Services, American Council on Education.
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I. Committee.for Economic Development (CED)

- 'REPORT'FdCUS: Undergraduate education in the higher education
(collegiate) sector.

SUMMARY : Reallocation of public resources emphasizing.
. : increases in grants directly to students. Increase
l - tuition in the public sector; the added income
- E would be used in the form of student aid to lower-
' income students for equalizing educational oppor-
tunities,

STUDENT ACCESS: —~ e There is a need to equalize educational opportunity
' for students from different income levels.

FINANCING POLICIES RELATING TO:

Tuition - ) e Public tuitions should be raised until they reach
50 per cent of the cost of instruction.

-Four-year institutions to phase tuition
increase in five years; T~

-Two=~year and technical institutions to phase_
tuition increase in 10 years.

Student Aid e Student aid increases shou]d precede tuition
increases. _

¢ Increased tuition income to be redistributed for
student aid for students from low-income families.

® Grants and loans shou]d be made d1rect1y to
© students.

o Federal government should expand the student
1oan system.

e Federal categorical support and state and local
institutional support would be decreased; the
resources would be diverted to student aid.

Institutional Aid e Federal and state governments to fund special
- education programs -through categorical grants
to public and private institutions.

e State and Tocal governments should contract with
private institutions when public facilities are
- not adequate.

SHARED RESPONSIBILITIES BY:

Federal Government e Funding should primarily be through grants and
R loans, made directly to students in accordance
with their ability to pay.

J




A . o Should try to equalize education opportunities
' among the states.

"o Provide, with state governments, categorical - |
grants to public and private institutions for
special education programs.

¢ Maintain existing tax incentives for voluntary
support of postsecondary education.

e Expand student loan program. -
State/Local e Contract with private institutions to provide ©
Governments ~education whenever public institutions are
: . overburdened.

e Provide, with the fgdera] government, categorical
- grants to public and private institutions for
special education programs.

| ' e Primarily provide general-purpose grants and
| : appropriations to institutions.

e Increase emphasis on student grants.

Institutions () Emp]& better hanagement; utilization of modern
‘ K techniques of long- and short-range planning.

e Estabiish long-range missions and'goals; then
build resources around these goals.

o Explore new modes of instruction, new timetables,
alternative methods of degree granting, etc.

tudents and - o Increase reliance on student and parent payments
.-Parents ‘ from higher-income families, less reliance on
’ student and parent payments from lower-income
families.

“SOURCE: Committee for Economic ﬁeve]opment, The Management
and Financing of Colleges (New York: Committee
for Economic Development, 1973). .

B . .
5 .
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II. Carnegie Commission on Higher Education

REPORT FOCUS: Higher education (collegiate) sector.

SUMMARY: ~ Federal share of support to postsecondary education
‘ éshou1d be increased. ~ Supports graduated tuitions
by level of student and increased tuition in the
//‘; public sector. Increases in student aid and less.
IR -~ tuition at the lower division would increase access.

STUDENT ACCESS: e Financial barriers to higher education should. be
removed by:

~-Fully funding the Bas1c Educational
Opportunity Grants (BEOGS);

-Substantially increasing student aid;

~-Tuition should be graduated by level of
! student in order to:
‘ "Promote universal access;
) b. Make the Yower division more access1b1e
\ to students;
c. Make tuition fees roughly proportionate
to actual costs of education.

FINANCING POLICIES RELATING TO:

Tuition -~ - @ Four-year public institutions should raise
' tuitions until they equal one+third of the
cost of instruction; this goa] should be reached
within 10 years. ’

o No qhange in tuitions of two-year public insti-
tutions. Public institutions--and especially the
community colleges--should maintain a relatively
low-tuition policy for the f1rst two years of

~ higher educat1on

y e Private institutions to increase tuitions no

' faster than per capita disposable personal income.
Private institutions would be aided- by the states
in order to narrow the tuition gap between publics
and privates.

o Tuition”differentials of 1:1.5:3 for lower-division, .
upper-division and graduate levels, respectively,
are anticipated.




Student Aid e Basic Educational Opportunity Grants (BEOGS)f
' should be:

-Fully funded;

_Funded to cover 75 per cent of cost of
instruction for qualified lower-division
students;_ B

- -Gradually increased as to ceiling.
Institutional Aid e Recommend state aid to private institutions in
the form of capitation grants.

SHARED RESPONSIBILITIES BY:

/ =

Federaj Government e Substéntia]]y increased funding-—to‘SO per cent
) of public financing of postsecondary education.

A : ,
= o -Support student aid programs, such as EOG, CWS,
NDSL and an expanded BEOGS program.

\ ' Create a National Student Loan Bank.

I e Take greater responsibility for supporting -
research and graduate education, which would be
restricted to a limited number of institutions.

’
/

e Support innovation in higher education by funding
the National Fund for the Improvement of Post-
secondary Education and the National Institute of

. Education. ‘

e Promote interest in-postsecondary education--e.g.,
by expanding national Service programs and improving
. education opportunities in the military services.

State/Local ® Increase supporf of postsecondary education to
Governments one per cent of state personal incomé (on a
v " national average basis).

e Provide financial support to bath public and
private sectors. ) N

e Coordinate postsecondary education--e.g., differ-
entiation of functions, diversity and specialization
of institutions.

Institutions e Hold the rise in costs per student to increases
in per capita disposable income.

;o o () Impkpvé productivity.

e Phase out old projects if new, better ones can be
developed. .
P . _
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Students aﬁd

Parents

;o

" SOURCES:

6

e Halt the creation of new Ph.D, programs;
concentrate training of Ph.D.'s at limited
number of institutions with adequate resources.

° Study}imp]emént new techniques as accelerated
degree programs, year-roundroperations, etc.

e Graduate and modest redistribution of the burden
of postsecondary education financing--i.e., greater
share of support would be borne by more affluent
students and families.

¢ Students should get broad general education,
explore nonvocational interests and obtain work

* .and seryice experiences as well as academic

training. &
Carnegie Commission on Higher Education, Priorities
for Action: Final Report of the Carnegie Commission
on Higher Education (New Jersey: McGraw-Hi11 Book
Company, 1973). v

Carnegie Commission on Higher Education, The More
Effective Use of Resources: An Imperative for Higher
Education (New Jersey: McGraw-Hill Book Company,

1972).

. Carnegie .Commission on Highér Education, Higher
Education: Who Pays? Who Benefits? Who Should
‘Pay? (New Jersey: McGraw-Hi11 Book Company, 1973).

P

Carnegie Commission on Higher Education, Tuition,
A supplemental statement to the report of the
Carnegie Commission on Who Pays? Who Benefits?
Who Should Pay? (New Jersey: McGraw-Hill Book

Company , 1974).




ITI. The Second Newman Report

i
oA

. REPQRT FOCUS?““‘»\M“V “Federal" focus of postsecondary (collegiate and
*~ noncollegiate) education.

SUMMARY : .Institutions, public and private, should be made
: ! ‘ ' compet1t1ve with each other for students and
! resources. Institutions should develop clear
* objectives and relate resources to the objectives.

STUDENT ACCESS: .. e Postsecondary education should be made available
e to all segments of the population--minorities,
women, students beyond the traditional colliege
age and students with limited incomes. The
federal government should: :

-Provide national graduate fe]]owsh1ps for
talented minority students,

-Support black and other ethnic colleges;

-Provide financial assistance programs and
indentive grants programs for women;

-Finance a study- and program development on
the financing of students during recurrent
periods of education. .

FINANCING POLICIES RELATING T0:
Tu1t1on' Ty e No specific recommendations endorsed

Student Aid o Tuition differential between public and private
' 1nst1tut1ons shou]d be br1dged by student aid.

o Twenty per cent of work- study funds shou]d be
allocated to institutions on an incentive
bas1s to upgrade the work exper1ence of students

Institutional Aid o No spec1f1c recommendations endorsed.

SHARED RESPONSIBILITIES BY: ' . \
Federal Government @ Maximize the incentives for 1nst1tut1 s to )
compete/with each other--in order to improve.

" o Support should be throuqh students rather than
through institutions to maximize institutional
compe ition gpdigtudent choice.

e Emphasize work-study and internship.

e Fund a "G.I. Bi1l for Community Services" to
stimulate ‘a break in the educational locksiep.
Postsecondary education credit would acgrue for
service experience.

14
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Support of graduate education should be in the
form of portable fellowships directly to students
with companion grants to 1nst1tut1ons they choose
to attend.

Programs should be developed that aid state
agencies and encourage autonomy, such as:

-Providing funds for state scho]arsh1ps and
fe]]owsh1p programs;

-Providing partial support for innovative
education programs in public and private
institutions (approximating one per cent
of the state's support for postsecondary
education).

Encourage states to develop strategies for
accountability that rely on competitive forces
and incentive approaches rather than on the
management of institutions.

_Efforts should be made to equalize education
opportunities for minorities, women, students
beyond the traditional college age and students
from Tow-income families.

A new statistical agency should be created, and
the data collection and analysis function should
be upgraded.

Experimental, interdisciplinary research 1n
cost- effectiveness should be supported.

A more vigilant antitrust posture relative
to the activities of the organized profess1ons
should be adopted.

The process of determining eligibility for federal
funds should be separated from the process -‘of
judging institutional performance

Philanthropy through the tax structure shou]d be
‘encouraged.

Mew. methods of" student evaluations should be
anded

-Develop ways of eva]uat1ng mastery of
proficiencies; /

-Establish examining agencies. for awarding
credentials for proficienciés acquired
outside institutions of postsecondary educa-

tion.




State/Local
Governments

Institutions

Students and

F~~ants

SOURCE:

® No specific recommendations endorsed.

o Develop clear objectives--competition for students

and resources would tﬁen\be based on the effective-
ness of the education programs.

o No specific recommendations endorsed.

Report of a Special Task Force to the Secretary of
Health, Education and Welfare, The Second Newman
Report: National Policy and Higher Education

- (Cambridge: The M.I.T. Press, 1973).
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Iv. National Board on Graduate Education

REPORT FOCUS: _ Graduate education.

SUMMARY : ’ : The national board discusses the issues facing
: ‘ graduate education and concentrates on the federal
role in its support.

STUDENT ACCESS: s Conditions must be created to remove barriers
- to assure access to graduate education for
minority members, women and older students, as
well as the availability of financial resources
and types of environments that provide reasonable -
" opportunities for program completions.

"~ FINANCING POLICIES RELATING TO:

Tuition e Should be maintained below the full cost levels.

Student Aid () Recbmmended»federa] fellowships for the 1970s:

-Portable three-year fellowships awarded on

“the, basis of merit for doctoral study in

any academic discipline. -

a. Two.thousand awards per year (500 of
which are currently being awarded by
the National Science Foundation);

. b. A cost-of-education allowance would
: ' accompany each fellowship; the allowance
to be accepted in lieu of tuition;

c. Total cost of 6,000 awards at $3,500

_per fellowship and $4,500 per cost-of-
education, allowance is estimated at
$48 milliong

-Traineeships for students in programs
oriented toward such urgent social problems
as energy, health care and mass transportation;
support funds to be awarded competitively
to institutions, with institutions in turn
awarding the traineeships to students.

a. Five-year grants should be provided to

: institutions to develop -programs;

'b. Phase in at 70 grants per year for a
three-year period until reaching 200
projects. This would ultimately cost ‘
$60 million/year at $300,000 per project
on average;

~-Continue :NIH and NIMH training grant programs;

-Provide aid to students from historically
disadvangaggd minority groups.

O ‘ . | ' ’ "1_';"




Institutional ‘Aid e

N -

\

SHA%li RESPONSIBILITIES BY:

Federal Gpveﬁnmeﬁ% 0

11

Loans, rather than BEOG-type assistance, to
graduate students needed. Loan limitations to

be increased to $15,000 with repayment period of
20 years.

Teaching and researcﬁ assistantéhips shou]d be
maintained at current levels.

Should be the primary responsibility of the
states and private sector. Federal support
recommended by‘three-channe]S at graduate level:

-Cost-of-education allowances accompanying
federal fe]]owsh1ps,

-Funds accompanying the new manpower and
research training grants focused on nat1onaJ
problems;

»-NSF and NIH funds -supplementing- research
project grants to/be continued at a comb1ned
Tevel of approximately $70 million currently
with modest growth accompanying growth 1n
project research.

Should continue its appropriate role in financing
graduate education and research, but should not
replace state and private support.

Avoid major and abrugst shifts in support for
graduate education and research; policy changes
should be phased in.over time and coord1nated
with states and 1nst1tut1ons

Support for bas1c research should grow at 1east
at the same rate as the Gross Nat1ona1 Product.

Whenever mission-oriented agencies'reduce their
support for basic research, other agency budgets
(such ds the National Science ‘Foundation and the
National Foundation for the Arts and Humanities)
should offset such reductions.

Stress the need for coordinated efforts at the
federal level for data collection, dissemination
of information and research on graduate education.

e,
"
.

Create a Joint Education Committee in Congress

similar to the Joint Economic Committee

Student support needed (e.g., in the form of

- competitive fellowship programs) to insure

academically qualified students access to

- graduate education.

18
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e Coordinate with institutions an effort to increase
access and program completions of minority
students and women.

e Avoid overreaction to current labor market analyses
and support developments of more accurate methods

> . of manpower forecasting.
State/Locé? P e Maintain continuing respons1b111ty for institu-
Government ?\ ‘ tional support. ) ' .

o Evaluate current graduate programs and avoid | , N
instituting duplicative programs. . ' :

e Review existing oroqrams on the basis of need,
quality and output. Avoid program evaluations
: e
] on the basis of singlé quality measures and/ov
/ : s1mp]1st1c numerical formulas.

AN

Institutions e Should not simply respond to prob]ems and
‘ .~ external demands, but should assess: theqr own
performance and seek new.opportunities f@r

change

o Institutions shouid insure the continuous flow
of young faculty members into academic depart-
ments--should explore such avenues as early
ret1rement and chanqes in tenure conceots

o’0r1ent Ph.D. training toward the nonacadem1c ’
professions.

e As community colleges absorb Ph.D.'s for faculties,
institutiogs should evaluate their programs in
order to meet the oeeds of two-year colleges.

Students and e No specific recommendations endorsed.
Parents - A :
SOURCES: ’ , National Board on Graduate Educat1on, Federa] Po11cy ' .

. Alternatives Toward Graduate Educat1on January 1974.

National Board on Graduate Educat1on, Doctorate
Manpower Forecasts and Policy, November 1973.

National Board oA&Graduate Educat1on, Graduate
Education: Purposes, Problems and Potential,
November 1972. \
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V. National Commission on the Financing of Postsecondary Education

- REPORT FOCUS: - "National" focus of postsecondary (collegiate and
noncollegiate) education.-

SUMMARY : The commission assemb]ed pertinent data on post-
secondary education in the United States and used
them to analyze alternative financing policy pro-
posals in a systematic way. '

STUDENT ACCESS: @ Expressed concern that:

. -The participation-rate for students from
. ' ‘ families with annual incomes under $10,000
is about 50 per cent of that of students
from families with incomes over $10,000.
Students from families with incomes ranging
from $6,000 to $7,500 are most under-
represented.

-The participation rates of Blacks, Amer1can .
Indians and Mexican- Amer1cans are excent1ona11y
Tow.

-The part1c1pat1on rat% of women would have
to be increased by Z5“per cent to be equal
to that of men.

FINANCING POLICIES RELATING TO: -

‘ Tu1t1on, Student ° Federa], state and other po11cymakers for post-
) Aid and Institu- secondary education should use an analytical
tional Aid framework for assessing the impacts of alternative
T financing Droposals similar to that .described in
the national commission renort.

e Research and development of ané]ytica] frameworks
similar to the commission model is strongly
recommended.

° F1nanc1a1 information for the entire postsecondary
education .enterprise shou]d, in the future, be
collected and reported on a timely basis and in-a

~systematic fashion by the federal qovernment in
cTose cooperation with the states :

e National standard 1nd1cators shou]d be deve]oned

to determine the relative financial status of the

different types of postsecondqry education insti-

v tutions (the commission suggests a number of .such
\\ ’ ‘ indicators for conslderat1on) )

49 When there are éubstantia] shifts in public
financing of specific programs, they should be

20 R >




SHARED RESPONSIBILITIES BY:

14

effected over a reasonable period of time.
Appropriating funds for all education programs
one year in advance of spending wou1d be
especially he]pfu]

The programmatic interrelationships among

‘research programs, graduate education and

undergraduate education should be studied

.. S0 as to understand better the induced financial

Federal Government, o

State/Local

Governments, Insti-

tutions and Students”

and Parents

effects of individual program financing decisions
on an institution. ' . :

Grants and contracts with institutions of post-
secondary education either should include
long-term programmatic support that recognizes

the interrelationships among the various functions
of the institution or should cover the costs
associated with- purchasing the serVJce as if it
were provided. separately from other functions
within the institution.

The comm1ss1on adonted e1ght objectives for
postsecondary education in the United States
considered necessary in the evaluations of
alternative financing proposals. "The commission
objectives and recommendations include:

-Student Access: Each individual should be

able to enroll in some form of postsecondary
“education appropriate to that person's needs,
capability and motivation.

a. The participation rate of students from
families with annual incomes under
$10,000 would have to be increased by
50 per cent to equal the participation
rate of students from families with

- annual incomes over $10,000; N
"~ b. Students from families with incomes in
~the $6,000- to $7,5G0-range are the
- most underrepresented group and have
received 1ittle financial assistance;
_c. The rates of participation for Blacks,

- American Indians and persons of Mexican
parentage or birth are far below
participation rates of the remaining
population groups; .

d. Participation of women would have to
be increased by 25 per cent in order to
equal that of men.

_Student Choice: Each individual should have
a reasonable choice among those institutions
i » of postsecondary educa+1on that have accepted

21
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him or her for ggm1ié1on If the student is
admitted to a high-tuition and a low-tuition
institution, he should have a reasonable
choice between the two institutions regard-
less of personal financial situation.

~-Student Opportunity: Postsecondary education
should make available academic assistance
and counseling that will enable each individ-
ual--accordina to his or her needs, capability
and motivation--to achieve his or -her -
educational objectives. 'Though program
completion rates are not very satisfactory

< measures of this objective, Tow=income and

Black students presently have lower comple-

“tion rates.

-Institutional Diversity: Postsecondary
education should offer programs of formal -
instruction and other learning 0p¢ortun1t1es
and engage in research and public service
of sufficient diversity to be responsive to
the changing needs of individuals and
society.

a.  Greater diversity is essential if post-
secondary education is to serve.fully
the varied needs of students;

- b. Postsecondary education should be
N o expanded beyond the traditional higher
' education sector to include all forms of
learning opportunities beyond secondary
“education. Data should be collected on
those sectors of postsecondary education
other than the collegiate and non-

. collegiate sectors;

c. The f0110w1ng definition shou]d be

e * adopted in the discussion of financing
policies: "Postsecondary education
consists of formal instruction, research,
public service and other learning oppor-
tunities offered by educational institu-
tions that primarily serve persons who
have completed secondary education or
who are beyond the compulsory school
attendance age and that are accredited
by agencies officially recognized for
that purpose by the U.S.-0ffice of Education
or are otherwise e11q1b1e to part1c1pate-
in federa] programs..

-Institutional Excellence: Postsecondary
education should strive for excellence in all
instruction and other learning opportunities
and in research and public service. There
~presently is no adequate measure of excellence;

- additiomal search for adequate measurements
is needed.
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-Institutional Independence: Institutions
of postsecondary educdtion should have
sufficient freedom and flexibility to
maintain institutional and professional
integrity and to meet creatively and
responsively their education goals.

-Institutional Accountability: Institutions
of postsecondary education should use
financial and other resources efficiently
and effectively and employ procedures that
enable thgse who provide the resources to
determine whether those resources are
being used to achieve desired outcomes.

a. Independence and accountability must be
balanced so that the interests of
students and the general public do not
become subordinated to those of the
institutions ; v ’

b. The federal government should provide
continuing leadership in encouraging and .
developing national standard procedures
appropriate to each type of institution
for calculating the direct, indirect and
full annual cost -of instruction per
student by level and field of study;

t ¢. Interim national standard procedures for -

calculating those costs per stud€nt
should be adopted by the federal govern-
ment to be implemented by institutions
“on a voluntary basis. Cooperating insti-
tutions should receive financial assist-
ance to cover costs related to imple-
mentation of the inferim procedures and
“reporting their cost information;
d. Federal support should be provided for
. the development and reporting of
. financial and program data to supplement
and extend the cost-per-student data; .
e. The federal government should ensure that
the data-base assembled by the commission.
is updated, maintained and made avail-
able to appropriate public and private
agencies; S
f. The federal government should support a
national center for educational informa-
tion. :

-Adequate Financial Support: Adequate

financial resources should be provided for
the accomplishment of these objectives. This
is.a responsibility that should be shared

by public, and private sources, including
federal, state and local government, students
and ‘their families and other concerned
organizations and individuals. ‘

25




a. State and local ggvermnments should
provide the basic linstitutional capa-
bility to offer a variety of post-
secondary education’ programs and services
according to the needs of their citizens;

b. The féderal government should accept

"~ majoyr responsibility for financing post-
secondary education programs that serve
goals and priorities that are primarily
national; ,

c. Students and their families should share °
in meeting the basic costs of their
education to the extent of their ability
to do so and to ensure their freedom to
choose among programs and institutions;

d. Alumni, foundations, corporations and-
other private organizations and individuals
should provide the supplementary support
that traditionally has been a princioal
ingredient in assuring high quality
among both private and public institu-
tions.

SOURCE: : National Commission-on the Financing of Postsecondary
Education, Financing Postsecondary Education in the
United States (Washington: U. S. Government Printing
Office, December 1973). ' N '
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SECTION II

This section is a collection of responses
representing association positions and/or
comments from association officials relative
to pdstsecondary financing. The associations
were invited to provide, in brief, reaction
to the reports in Section I as well as other
reactions they might care to of fer.
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AMERICAN ASSOCIATION QF COMMUNITY AND JUNIOR COLLEGES,
THE COMMITTEE ON FINANCING

A coordinated system of finahcé'recognizing all elements of higher

‘education is necessary. However, our assignment is to recommend guide-

lines for public support of the types of institutions that make ub the

- membership of the American Association of Community and Junior Colleges.

‘We endorse the view that since there are different levels of social needs

—— and varying institutional costs; there should be different levels of

public responsibility with respect to higher education at the Tower =

division, upper-division and graduate levels.

We reaffirm our belief in extending educational opportunity until it is

universally available to the associate degree level. The diverse oppor-

tunities and resources of both public and private institutions should be

utilized to achiéve this universal access.

-
-

We believe in the wisdom and value of fhe diversity of state patterhs

that have emerged from various local traditions and state planning efforts.

We see these elements in our environment for the next’few years: (1) a .~

growing student population made up of persons of an increasing diversity

of ages, incomes and interesté'since all persons in the community are

-

potential students; (2) a growiﬁg.demand for additional programs,

especially in the occupational and continuing education areas.

Fiha]]y, we agree that responsibility for financing postsecoﬁdary
education should be shared by a combination of public and private

-

sources. - Among the sources that should be used--in different combinations

and in different ratios in the various states and in various institutions--
. ) ' \

3 .

- ' 20




o

~ _ 20
are federal, state and local governments and private sources, including

individuals and organizations.

Against this background, we make these'recémmendations:
o », '(1) Student tuition in publicly supported community colleges
'. should remaih Tow and, where possible, there should be no
fuition Eharged as is the'case in California where more ‘
than one-foufth of the students in the nation's-community
colleges are enro]?ed. Tuition in priyately supported |
junior c611eges may, of necessity, be higher than tuition
in public colleges but should not be prohisiéive to middle-

income groups.

(2) Local and state contributiors to publicly éupported
communit§/c011eges should continue to carry the primary
burden of supporting these commuﬁity-based ihstitutions.'
The patterns of local and state support vary among the
50 states because each state has workéd out its own
syst;m and this is as it‘shou1d be. The imporﬁant thing
i§ that éach state'suﬁgttérn shoa1d he based on.carefu1

study of its resources and needs and a master plan

developed with broad participatidh in the p1ahning activity.

(3) Among the resources  that should be taken into actounf in
state plans are the existing prjvate]y supported junior
‘colleges. ‘Local and state funds should be ayai1$b1e to
help support services offered to the public .by the priVate\

sector where such action can avoid unnecessary duplication.

(4) Community colleges are distinctly community service institu-

" tions and, as a first priority, should be closely identified

2
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with their localities. Recognizing the desikabi]ity of

state planning and of accountability to multiple sources

of support, it is fundamental to the nature of the

institution that control remain as close to the community

~as possible.

Federal support of comﬁunity and junior colleges should. be
in“the nature of additioha1‘resources, over and above the
base subport provided.byA1oca1 and state governments, with
spgcia] emphasi§<on strengthening institutions through
in;tiéutionalfgrahts aﬁd increasing access fof low-income

families through grants directly to students. .

Individuals and organizations should be encouraged to make
private contributions to those institutions that they feel

A
merit their support. ~Special attention should be given to

“those institutions that depend on private support for their

inancing. Such contributions will not only aid a particular
‘ /

institution but also help preserve a needed diversity in our

national system of higher education.

It is important that all patterns of support be carefully

planned to:faci1itate, not impede, thi mission of the

“institution. Thus, it is essential that each institution

invest the necessary effort to aséess community needs and
to precisely delineate its goals and objectives and com-

municate them accurately to the public.

A11 funding patterns should be structured to encourage the

development of improvéd management techniques in both public

28
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aqg private institutions, including adequate measurement and

reporting of outcomes. We recognize our aécoun;gbiiity as a
. S 7

desirable requirement in order to enjoy public confidenEE‘End\\\\\\\\\

~

support.

(9) Better measurements are needed of costs, services perfurmed
and results achieved. "Present stétistica] measures bftén
do not reflect the mission of community colleges and they |
are inappropriate for analyzing financial needs. Models of
new data systems are being déve]oped but they require a |
stzable financial investment to become fully operafive.
Such investments should be méde at institutional, state and
federal levels in the jnterests of improving the financing
of postsecondary education.

)
1

(10) Differentials in program cdsts in community colleges should
be recogﬁized in fupding~patt?rns but they should not! be
passed on to students. Students from low-income families
should not be prohibited from enrolling in high-cost curricula.
Occupétiona1 programs and co%munity service functions fit the
distinctive community-based misSfon of our institutions. These
programs and services‘are rapidly equnding.in enro]]ments.'i

\ They should be funded on a basis that recognizes théir equal ~

importance with transfer and geneka] education courses.

(11) The concept of universal opportunity for 14 years of education

must take into account that many persons should have access to
community?based postsecondary education without regard to the
timing of that education in a person's life. Patterns of

financial support should encourage these colleges to offer

ERIC™ o 24
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appropriate services to all ages of adults and encourage

all ages to participate.

Financing procedures should be structured within each state
so that resources reach the institutions by the most direct
route possible consistent with efficient state planning and

coordination.

U
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AMERICAN ASSOCIATION OF STATE COLLEGES AND UNIVERSITIES

“Financing Reports and the Attack on Low Tu1t1on

The Carnegie and CED Reports

Federa] and state policymakers. rev1ew1ng the f1nanc1ng recommendat1ons of the

Carnegie Comm1ss1on and the Committee fortconom1c Development. (CED) shou]d

be clearly aware that many of these recommendat1ons are,h1gh1y controversial.

. These reports are not seen“by their critics merely as scho]ar1y publications or

.as objective or scientific approaches to better decision making.: Rathek, |

they are viewed as both political and ideological--based heavily on the value
judgments previously held by their sponsors rather than on evidence rising:

| out of the studies--and definite1y intended to inf1uence public pdﬁicy at

© . all Tevels.!

To be sure, there ere.differences between the CED necommendations for deub]ing
and tripling tuition at public colleges and commdnity colleges and the more
moderate Carnegie recommendations. But the effect in.both {nstances is to

add to existing political and fiscal pressures in the states andtat theﬂﬁ

\

federal level to raise tuition.

The effect would be to shift a eonsiderably larger part of’the financfa1'
burden of higher. .education to the student and his fam11y Mil1lions of mﬁdd]e-
income fam111es--and median American income is now around $12 000 a ‘year--
would be hard hit. So would most working-class families in the $7,500 to
$12,000 category. Wnile Carnegie and CED necommend’mqre.student aid to

help low-income families, there is no certainty that this would be’provided--

"in which case low-income and disadvantaged ﬁami]ies would suffer greatly.

Higher tuition would hurt millions of part-time students trying to work

their way through college--and there.are now many more part-time than fu11-time
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" students, especially at public colleges. Women, who often do not haye the

chance for co11ege’now, woo1d be especially discriminated against.2 -So would

) many older peop]e seeking a second chance.
1

Most h1gh tu1t1on proposa]s include plans for long- term expensive debt
repayments through sOme form of "student loan bank" or cont1ngency repayment
‘system. Such systems cou1d 1nvo1ve m1111ons of Amer1can fam111es in the

repayment of 11fet1me debts runn1ng to many tens of thousands of dollars.

" Such plans involve a form of discrimination which would set middle-income

and WOrk1ng c]ass fam111es aga1nst the poor ‘as well as the well-to-do, in

~what The New York Times has c=11ed "a class war over tu1t1on © If the p1ans
worked as intended, the poor and the we11-to-do‘wou1d have their way paid

through éo]1ege and graduate without debt--while middle-income and working-

class students would pay much more: and graduate with large debts.

~“Most§§pokesmen for public higher education--the land-grant universities,
stete éo11eges‘end community colleges which enroll about three-fourths of
all oo11ege_students--have opposed the Carnegiz and CED recommendations on
tuition. So heve groUps Which'reoresent most private co}]éges and universities--
the American.Councj1 on Education and the largely private Association of

AmemiCan Colleges. Opposition has also come from many newspapers, ranging

from The New York Times to the Minneapolis Star.

t Leaders of)organized labor have spoken'outjstrong1& ajainst proposa1s that

"would affect the life chances of.mi1119ns of wonkingto%ass people. They

7 would like to.see a.campdign, by labor unions and othszr interested groups,
in emery state against higher tuition. The Nat1ona1 Education Association
'has a]so opposed these ideas; so have spokesmen for wormen , m1nor1t1es,

students and’ others.

- . | 3
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A full rebuttal of the Carnegie and fhe CED reports is not possible in
this brief paper; the reader is referred to the papers listed in the
b1b11ography by the American Assoc1at1on of State Co]]eges and Universities

(AASCU), -Howard Bowen, Carol van A]styne and others.

HowéVer, one final comment is in order at a conference on state financing
of higher education. The Carnegie and CED recbﬁmendafioné--]ike the
assumpfions in thevnatfona] financfng'commission model discussed
below--are based in good part on the belief that there will not bé enough
additional resources to pay‘for thg éising costs of education, without
chargfng midd]e-ihcome‘and WOrking-c1ass students much more. Economists \
‘Howard Bowen and Car01 van Alstyne disagree strongly with this "depression
mentd]ity." They point out that many states are now relatively well off
financially, that state expenditures for higher education are rising ana

that resources are indeed available -at both the state and federal levels.

The Nationa] Commission: The Limits of Modeling

A po11cymaker and a des1gner of analytical models are . trapped
in a jungle. Behind them is a sheer drop of 400 feet, on their
right a charging rhino and on their left an angry licn. -

"Well, I guess this is the ehd,“ said the policymaker.

"Not at all," said the model-designer. "Assume a helicopter."

This anecdote illustrates in a way the quite'differeﬁt brob]ems posed by
the report of the National Commission on the Financing of Postsecondary

Education, problems which re]ate to data and assumptions rather than to

explicit recommendations.

The ana]ytita] mode] gn finahcing, which is a major element of the report

éhdvhas probably received most attention, Ted the commission to\"geneka]izations"

 about tuition and student aid. These generalizations have been widely
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pubTlicized and,nfor many readers, probably have the force of recommendations.

The genera]izations,‘as well as the model and other parts of the report,

~ have been the subject of much controversy since the report was released.
Like Carnegie gnd’CED, the\repOrt has not been received as a mere scholarly
/document or he]pfu] manageméﬁt too1.3 i

For example, the report was strongly attacked in a lengthy 1etter by then 1.8,

Commissioner ofEducation, John Ottina, himSP]f an authority on systems ana]ysts

and management in his report to Congress.4

Technology ‘Management Incorporated, a Washington consulting fifm which
specializes in anaiyticai models, wrote a scathing attack for the Office

nf Education urging‘that "the model be removed from any computer system.to —

prevent its use by people who lack understanding of models and their 1imita-

tions."

- The Techno]ogy Management report continued
The commission d10 not really understand the use of a model as

evidenced by its naive view of an "ideal” use of a model, by its
overemphasis upon the model and by its failure to identify the

. research results, i.e., the enrollment impact of net student
charges instead of thé model, as being ~,iqni‘Ficant to public
policy. _

4

- The description of model purpose, structure, 1imitations, input |
data and output results did not meet standards, for publication
in a professional journal.

‘Dr. Lyman Glenny of the University of California, in a report to the

Education Commission of the States, was also very critical. Dr. Glenny,

an authority on highef education research and financing, iaised many

doubts about the data upon which the model was based, the "1iterally hundreds
of assumptions and arbitrary qdjustménts” that must be made in such a model

(few of which are explained in the report), the mathematical techniques

LN
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‘used, the particular enrollment projections, the'ignorlng'of a downturn in

college ‘enrollment over the past several years and other factors. ‘Neverthe-
“less, as Dr. Glenny points out, the report then provides "generalizationsh

about student‘aid,_tuition,'enrollment, institutjonal aid and-solon, drawn

‘from this "simplistic mathematical model."

If the report and ‘the model were only intended as examples of a new methodology, '
clearly 1dent1f1ed as a purely scholarly exerc1se, and with all of the

: assumpt1ons, data sources and so on carefully spelled out there could be no
Object1ons. But the report, following closely upon thé Carnegie and CED" .

" efforts, emphasized generalizations.whlch strongly‘suggest a higher-tuitlond
policy. Further, these general1zat1ons are being offered to federal and
state pol1cymakers who have 1little exper1ence w1th models or with the

educational research upon wh1ch this one is based. - iy

-The nat1onal commission report has also been criticized, espec1ally by

Comm1ss1oner Ottina and spokesmen for higher educat1on, for -the implications

v ;

( -
; of its chapter on a natqdnal un1form costing system, poss1bly as lead1ng
L to unwarranted federal control. Critics have also attacked the chapter on

‘ college financial distress as overly opt1m1st1c and not Just1f1ed by the

data presented.

>

A nat1onw1de campa1gn 1s apparently now under way to persuade state h1gher

Leducat1on pol1cymakers to use analytical models, a campa1gn somewhat l1ke :

" that for’ the adopt1on of system analys1s and program planning budgeting

" system approaches a few years-ago. The: National Center for Higher Educat1on
Management Systems plans to test out a model very s1m1lar to that of the
national-commission in four states; the RAND.Corporation, with the
assistance of the study director for the CED report, ls,working on another

“model. ‘The Office of Education and National Science Foundation are helping

fund these efforts; more models are rumored to be on the way.

] . , jriiig
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No one can object intellectually to efforts to apply models and similar
analytical tools to decision making._ But every practical policymaker needs
to be aware bf the dangers of "assuming a helicopter.": The nationa1

+... commission model makes several assumptions which--given our present state
’ 4

of knowledge about higher education--could be very dangerous if acted upon.

Among these dahgerous éssumptions:

o That we can. guarantee adequate student aid in every state to
make up for any increases in tuition so that neither middle-

" class nor poorer students will be hurt. (This underlies the
national commission model as it does the Carnegie and CED
reports.) : 2 '

e That many students will not drop out of college if faced with
much higher costs and/or large debts. (ﬁhis underlies Carnegie
and CED and to a lesser extent the national commission model
and is highly questionable as the basis of present evidence
and economic theory. ) .

¢ That we know how students will.decide pn college if. faced with
. a range of alternatives involving costs, possible student aid
and other factors. (Some very-limited and dated information on
student behavior underlies the national commission, NCHEMS and
RAND models.~ Specialists on student; choice, 1ike some at the
American Council on Education, are vgry skeptical of this data--
“most of it coming from one very limited 1966 sample.)

® That only a limited amount of money is available for higher
education, and additional student aid must be provided (and

" perhaps can be provided) only by raising tuttion. (This under-
Ties some assumptions of the national commission model.)

Models, 1like other analytical and mathematical too]s,rcan serve us in real-

world situations only to the extent that they correspond to the real world.

“Two examples help bring this home.

/
!

The first is the brilliant portrait in Halberstam's The Best and the Brightest

of Defense Secretary Robert MacNamara, one of the fathers of modern systems
_analysis, sitting at his desk yeaf after year apalyzing statistics on the
Vietnam war, deciding that we were winning and rejecting the practical

’Jjudgmenté of military, inte]]fgence and diplomatic experts who kept

Q
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te]]ing him that we were losing. The tragedy of MaoNamara and to some’extent

of the whole Vietnam war was--in part-~-the triumoh of abstract ana]ytiéa]

approaches over practical political judgment and readily available information.

The second example js that‘of mooern*economics and its‘apparent failure so
far either to predict ﬁhe current economic crisis or to help policymakers .-
find a way out'of it. Even’with exte]]ent data and many years of research"
by a ]arge and highly skilled group of professionals, economic.ana1ytica1
techniques--inc1uding mode]ing--have‘had relatively littie success in recent
years Either'infpredieting rea]éwor]d developments or helping to reso1ve

"Modeling efforts in higher education are far more recent than those.%n
~economics, based on very ]1m1ted data and experience, and so far have
involved very few profess1onals Indeed, Lyman Glenny and the Technology
Management Incorporated firm are among the few experts who have even reviéwed
the natiomal .commission report. Given all this, po11cymakers should be
very cautious indeed in making decisione Which would have a profound effect

on the lives of millions of Americans.

Conclusion

Federa] and state po11cymakers will have to continue to make hard social
and po11t1ca1 Judgments about f1nanc1ng higher education. As they weigh
the reports of Carnegie, CED and the national omm]ss1on, as well as those
which will come from the new analytical mode]s, they will have to consider

. the real-world 1mp]1cat1ons.- B

They wi11,have to view suggestions to "substitute\student aid for low tu%tfon"
nd ask whether there is aw; guarantee of adequate student aid from the

federal or state levels. And, like Representat1ve James 0'Hara of Michigan,

O
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they will have to ask whether higher education should be turned into a
"we]fare system," or perfected as a system open to all who can benefit from

it--a system based on low tuition and adequate student aid for the poor.

Thgy will have to think about the needs.of midd]e-inéome ahd working-class
students as well as}thé poor and about‘o1der and par{-time students. They'
wi]1‘havé to ask whether opportunity can be expanded only by reallocating

" existing funds away from the middle class and w6rking'c1ass or whether total

“state and federal support can be increased. Finally, they will have to ask

\

. themselves whether they really want to try to saddle all future generaiioné

with very 1afge debts.

In short, they will have to act like policymakers--and political practitioners
in a democracy. We hdpe and believe that they will not decide to abandon

the priceless American heritage of low-tuition public higher education.

o
<




. /”2. Part of the Ottiné'1etter and Technology Management Incorporated \
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PMERICAN COUNCIL ON' EDUCAT ION

The Americén Council on Education (ACE) has expressed its concern in recent
1 months on a number of issues of public policy regarding postsecondary educa-

L‘ tion In the statement of goals in Federal Programs in Postsecondarx o

Education an Agenda for 1975, the American Councii on Education’ affirms that

"public po]1cy for postsecondary education should be gu1ded by six principies.
(1) Access to a variety of advanced- 1earning options shou]d be ava11-
able toxa]] individuals seeking furtherseducation, at any popnt
in Tife. | f S

- . o L |

T

(2) Institutions should develop practices which will alleviate the

discriminatory effects of past policies in the hiring, promotion :
‘\ and dismissal of staff. o ~

(3) Constant vigilance should be maintained to defend and presekve
the concept of academic freedom. |

(4) Through'constaht self-analysis, postsecondary education should

| respond to society's changing needs and Va]ues.

(5) Quality and effectiveness should be maintained and eXtended in

performing all of the many functions of postsecondary education.

s )
N . wd

(6) Every way possible should be investigated to provide postsecondary

education at a price people can pr.v-' )
"Attainment of the goals requires awareness, leadership and wide participation.
Such attributes must be found in the institutions and their constituencies.
However, they also require funds, and ‘in this connection the fo]ioWing
principles are importano. |

(7) Further expansior of a poitisource system for financing post-
fsecondary education is needed.
r \

+ ' \,
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(8) Continual encouragement shoujd be given te private, philanthropic
support for the entire system of postsecondaky edUcatidh'through
equitable tax laws.
(9) Stabi]ipy, rather than sudden shifts, in funding patterns must be

seught."]

" Within the last few years, a number of important task forces‘ahd commissions

© were formed to study various phases of postsecondary education’. {he reports

‘ of these groups have made recommendat1ons on critical 1ssues of national
‘significance 1nc1ud1ng the financing of postsecondary educat1on In comments
to §6ngressmen Brademas and Dellenback, in Apri] 1974, on the report of the |

| Nat?ona] Commission oﬁ the Financing\Of Postsecondary Education, ACE noted

‘that even though "the decision not te recommend specific financing proposals

"has been disappdinting to many," the cba;E§1 be}ieves'that*“the commission's
gene}a1 strategy may have been sound. It was probab1vaiser to recognize

the complexity of the.issues, the inadequacy of existing models and the
paucity of data--and to propose concrete step% towards the rectification

of these conditiohs--than/to have tried to lay dowﬁ a far-reaching legislative
platform within so brief a periodvand Lithout adequate .analytical support.

The distiﬁctive nature of fhe commissiqn's:iegacy, howeier, presents'a'Sharp

‘chaTTenge toypoazieggndary;eEUEatfon and its governmental counterparts.
Means'mﬁggfge/;evised to develop further the conceptual framework of
objectives, issues and options--as well as the analytical tools for

eva]uat1ng p011cy alternatives--looking to the formu]atlon of long-term

plans and 1mp1ement1ng 1eg1s1at1ve programs. .

One major issue which has been raised in theAvarious reports on postsecondary
education finance is that of tu1t1on levels for public 1nst1tut1ons On

this issue, the American Council on Education has taken a pos1t1on - "The

Q
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American Counci]l?q\Education is,deepTy committed to two fundamental goals.
The first is the sdcietal goal that all those seeking postsecondary educa-
tion have access to a broad range of opportunities; the second is an
educational Qoa] to assure high quality postsecondary'educa?ion in America
through the healthy coexistence of pubii. and private institutions....Along
with the public sector, private postsecona;ry education is contending with
staggerjng financial burdens induced by {nf1ation, the energy crisis and
Timited sources of revenue. In this context of financial need, tuition
_increases in public institutions have been préposed as a-mean of assisting
private inétitutions, thrbugh'reducing the competitive disadvantage 6f
pr{vateAinstitutions in attracting students. ACE does not believe that
écce]erating the rate of increase in tyition will have the predicted
effect. Its effect will be to heighten the financial barriers to educa-
tion for everyone, but particularly for the‘student from middie-income
families. The predictable net résu]t of incre;sed financial barriers will

not be a shift of enrollment to private but a decrease in ease of access

to all."3

"

Two issues raised in the report of the National Commission on the Financing

of Postsecondary Education,which haQe been of concern to'the postsecondary
community, are the use of models in policy making and the use of national
standard procedures for cost aha1ysis. Regarding the first issue, the council
believes that "The deve]opment of usable policy models requires the continuous
interaction of users of the mode] for making decisions with the technical
specialists-who constructed the model. -With respect to the commission's

model this process has juét begun. Further dévélopment of the‘modei should
proceed W{£h the assistance of two separate advisory groups--one technically

and one policy oriented--each with quite different types of expertise."4
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Specific steps recommended for further development of the model are outlined
in Appendix B to the ACE reply to Congressmen Dellenback and Brademas

("National Commission Model: Next Steps").

In terms of national standard procedures for determining pev-student costs,
~ ACE grants the need to 1mprove the "cred1b111ty" of institutions of post-

seaondary education regard1ng resource use, but "there are effective means

to satisfying this need that are far more 1ikely to serve 1mportant insti-

' tutional and pub11c purposes than the part1cu1ar cost- ana]ys1s procedure
recommended by the commission...:With respect to the specific cost-analysis
procedures recommended by the commission--a system developed by the National
Center for Higher Education Management Systems (NCHEMS)--ACE indicated...a
wi]}ingness to support an 'interim' voluntary program whith emphasized

-~ ,
further development, testing and evaluation."®

The ACE respon;e in February 1974 to the report of the National Commission

on thé Financing of Postsécondary Education noted that the Carnegie Commission,
the two Newman Task Forceé, the Committee for Economic;Development, the National
Board on Graduate Education and numerous individuals have together created a
massive literature of critical evaluation and policy formulation. "So great
" has been the profusion of ana]ysié and advice, in fact, that the several
communities of postsecondary education have scarcely begun to'apprecigte'
its collective purport--much 1ess to make systematic use of it for policy
and planning purposes. Thg,addition of the national commission's final
report to this impressive body of analytical material and the prospective
revisions next year of the Education Amendments of 1972 make imperative an
informed national discussion of the issues raised theé;he recommendations
proposed'in these réports. The American Council on Education hopes to .

contribute both to the planning and to the continuing course of this discussion."6

et
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The American Council on Education appreciate§ the -opportunity to participate

in cosponsoring this series of regional conferences. on financing postsecondary

education with the Education Commission of the States, a djétingdished grdup
/ B

:mof national and state level pdstsecondary education assgéiations and the

U.S. Office of Education, in that these'conferences 9ah form a significant

7

part of this "informed national discussion” which wé believe is needed for
the continued vitality and subport of postsecondary education.in our society.
The council believes that inﬁthis discussion we should give serious consider-

/

ation not only to improvgménts in existing systems and programs but also to

"a wide range of new a]té?native directions. To this end, the council has

. £ : .
" been sponsoring a senﬁes of seminars in the spring and summer of 1974 at -

s/

which a number of new proposals have been critically reviewed. ’Examp1gs of
these are a plan for nO/iOW'tuitionand a plan for'pre—payﬁént of postsecondary
education expenses. Through these seminars and other communication mechanisms
including thege regional conferences, the council 100ks forward to continued

participation with the‘postsecondary education community; the states, the

- Congress and the executive branch in ihe development of improvements and

new directions in the financing of postsecondary education.
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THE ASSOCTATION FOR INSTITUTIONAL RESEARCH

The A§sociation fon Institutional Research (AIR) was established in 1965

. for the purpose of benefiting, assisting and advancing research "leading to -
improved understanGing, p]anning and operat%on of institutions of'higher
_education.” Currentiy, AIR has over 1,000 members drawn from a'cross

sect1on of institutions and agencies, public and private, throughout the '

United States, Canada and other nat1ons

Prior to 1965, an 1nforma1 group of Midwestern institutions‘had sponsored'

a ser1es of National Inst1tut1ona1 Research Forums that brought together
those engaged in institutional research and that encouraged the pub11cat1on
and exchange of theory and practice in the field. AIR continued the practice
of helding annua] forumé and they have become a"major activity of the
associafion. The most recent forum, with over 500 registrants, was held
in Washington, D.C., in May‘1974. The theme of this ﬁdrum was "Pub]ic
 Policy: Issues and Ana]ysee." Two of the general sessions featured paneTs
- on the finaneing of postsecondary education. In addition,~a legislative
priefing on’Capito] Hi11 included some diecussion of the public policy

issues involved in the financing of postsecondary education.

While most of the members of AIR work at the institutiona1 level, the
growing”ro1e of state boards and commissions and the present and potential
roles of regional and federal agencies have expanded the concernshof most

of our members beyond purely local and‘parochia1 concerns.

The Association for Inst1tut1ona1 Research has not taken and wou]d not expect
to take an "association position" on f1nanc1ng proposals. The community of A
interest of AIR members lies not in specific policies per se, but rather

1

fn'the development, improvement and utilization of skills and techniques

dv
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that further the understanding of the.process of "education™ and that advance

the effective use of both the human and the financial resources available.

Whether institutiona], statewide, regional or national in scope, the
nFso1ut1on of policy 1ssues can be a1ded substantially by prov1d1ng dec1s1on-
makars with data relevant to the questions to be answered. N1th an adequate
and Va]jd data base, the appropriate ana]ytica]htechniques can be utilized

to afford the decisionmaker an oppartunity to weigh the proBaSTe impact

- of policy options.

"The fact that AIR does not, as an association, ‘take a position with respect

to the various proposals for financing postsecondary education does. not

preclude individual ‘membérs from having opinions about the various proposals.

The asseciation includes members from all segments of higher education and

the perspectives of individual members reflect this fact.

The Association for Institutional Research is pleased to assist in sponsoring

the regional conferences on the financing of postsecondary education.
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RICHARD A. FULTON
Executive Director and General Counsel,
Association of Independent Colleges and Schools
Anything that we would say would merely be our persdna]-interpretation of

what we have perceived over .the years to be the interest and concern“ﬁ?

the association: I am not in a position to give you the "association's

o

position." | ) S
As we perceive present public policy in the United States, it appears that ‘
.instifution§1 grants and subsidies are generally Timited 4in education as \\\\\

distinguished from agriculture, defense, communication, tranquration, etc.
'tq public and nonprofit institutions. On the other hand, in the area of
'finénciaY‘assistancé to Students, present - public policy seems to indicate
" that it s the need of the student and the quality (rather than the form of
insfitu ional gbverhance, i.e., public--tax comsuming; privaté.nonpfofit--

tax avofiding, proprietary tax paying) of the school which governs access to

- programs 6f student financial aid.

There is a long h1story of propr1etary, 1nst1tut1ona1 receipt of federal-

state funds for educational tra1n1ng under contract Desp1te the confus1on

in the minds of some\educators and ‘administrators between under-contract.
trajning and grants, there is a valid d1st1nc;1on which has-’ great~ut111ty.
“In such programs dating back to 1921 under Vocétiona] Rehabilitation, or
ManpoWer Deve]opmental Trainjing Act beg1nn1ng in 1962, the rece1pt of funds
is ne1ther a grant nor a subs1dy but: rather a cons1derat1on rece1ved under.
aycontrac{ to pPOV1de training for a part1cu1ar person orAgroup of persons.

Unfortunately, there is much misunderstanding of the distinction between

under-contract training and open-ended grants and subsidies.

4
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From time to t1me this assoc1at1on has been invited to’ test1fy before

, Congress1ona1 Comm1ttees concern1ng aspects of .the several federa] programs

N
of education. We have a]ways avoided becom1ng embro11ed in the po1ar1zed
controversy of student yersus 1nst1tut1ona1 aid. Up to the present t1me, we
have 1imited ourccomments to under cohtract training and equality of access

to the vartous programs of student financia] aids

Ne have noted ~with some regret, that there does seem to be a 1ack of
prec1s1on in def1n1ng the goals and the nature of many of the différent
programs Desp1te the generic category of\student f1nane1a1 aid, as we

perce1ve the programs, there are "some programs in wh1ch the student is

' merely an incident of the institution's discretion .to disburse federal-

state shbsidﬁzed 1argess; whereas in Gther programs, the institution is
but an 1nc1dent of the student's decision, as the resuit of his entitlement.

.There seems to be a re]uctance on the part of some - ana]ysts and po11cy

. commentators to come to grips with these realities.

In the area of e]ﬁgibi]ity, it does seem that the majority of the time has

been devoted to the defining of the e11g1b111ty of the 1nst1tut1ons, when

- much of the concern rea]]y should revo1ve around the e11g1b111ty of students.

Act of 19581which‘was essentially an institutionally orJented program rather
than a studehtjoriented program. However, ih‘definitions of eligibility,

in addition to a special definition which serves tohparticu1ar1y ident%fy
the thrust o6 goa1\o$;the program, it would seem appropriate to us that any
def1n1t1on of institutional eligibility should contemplate at Teast two -
concurrent, 1ndependent judgments of the institution with regard to 1ts
stab111ty and.in the qua11ty of education offered. Current]y we .perceive
the 1aw to call upon a judgment by the state and genera]]y by an accred1t1ng
agency. , | : ‘iij_
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.Whether or not accreditation :hbu1d remain as one of the‘primary elements
wh%ch is uti]ized‘js a polity matter better séttTéd in-the pQthica1 arena
rather than by infé]]ectda] disputation. Additionally, we feel that there

should be authority by the government rogram disbunsing agency to limit,

suspend or term1nate the e11g1b111ty of \an otherwise e]1g1b1e institution

for nonperformance within the program or feilure to adhere to pre- estab11shed
standards peculiar to that program.' We fee]Ath1s author1ty is appropriate
be;ause %here are certain facts and data pecu] 'r1y w1th1n the knowledge

6f only the federa] or statefprogram administrato that are not available

" otherwise.

‘The above state op1n1ons are on]y m1ne‘ and-are in ho \way to be attr1buted
as to being the "association's position statement re]at1ve to the f1nanc1ng

of postsecondary education."

) O ‘ ‘t:jU
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NATIONAL ASSOCIATION OF COLLEGE -
AND UNIVERSITY- BUSINESS OFFICERS

The following has been synthesized from the comments of the National

Association of College and University Business Officers (NACUBO) on the

report by the National Commission on the Financing of Postsecondary Education

submitted to the U. S. Commissioner of Education in February,

« The commission's report covers many comp]ex‘and important facets of higher

“education, but it is unfortunate that time does not permit an indepth

evaluation of the entire study. The commission is.-to be commended for its
efforts in gathering certain information which had not previously been

accumulated at the national level. That was a formidable task to accomplish

¥

in a short period of time!

A careful reading'of the report reveals a number of concerns pertaining to

terminology, concepts and unnecessary variations from acceptable accounting

and financial practices. Imprecise and inconsistent use of terminology through-
out the report clouds the meaning of the commission's statements and would make

difficult the implementation of recommended concepts.
. -

In many of its tables and summaries the commission departs from generally
accepted accounting and reporting practices. NACUBO is not cer%ain whether
the commission is merely present1ng analytical examples or whether it intends
to create & new accounting anq report1ng framework. If the 1atter is the case,
we caution.that the existing atcounting and reporting practices have been

carefu]1y developed over a Tong period of time. Further, they are widely

" understood within higher education and they work we11. They should not be

11ght1y discarded in favor of an untr}ed new approach deve1oped hastily over a

period of a year and a ha]f These departures appear to be unnecessary to

accomplish the particular analysis 1ntended.
Q
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NACUBO shares the interest of the commission in devé1oping better financial
- data and costing methodology. The commission's report points eut that the
capab111ty of prov1d1ng per student cost information has become "symbolic of
) goqd institutiona] management., Per-student ‘cost may help move higher .
‘education toward excellence, but there are many other efforts that could be
' dccompﬁiéhed at much less expense that could also be ef%ective in moving
iﬁstitﬁtiong toward excellence. Direct instruétiona] costs, marginal costs
'of specific programs, comparable costs of specific activities such as computer
centers, measuremen% of energy costs, 1ibréry costs and coéts of book acquisi-

tions are among a number of cost measurements that could be very useful to -~

~management in the resource allocation process.

There is no question of the importance of developing per-gtudenf costs. How-
ever, it is equally important that the factors that produce the costs be
simu]tanequs]y displayed. But even within the display of tbé factors that
produce the cost, extreme caution should be exercised in drawing conclusions
from a comparison of the costs in the absence of similar information about

the comparability of benefits.

n

When- appropriate costing techn1ques evolve and data is comp11ed through Higher
Educat1on Genera] Information Survey (HEGIS) reporting, such information must

be reconciled to the annua] financial report and be subject to audit.

Chapter 8 of the commission's report and the associated-staff paper entitled

A Proposal: Interim Natjonal Standard Procedures for Der1v4;g Per-Student .

Costs in Postsecondary Educational Inst1tut1ons have been partially derived.

‘from the National Center for H19ner Educat1on Management Systems (NCHEMS)

Cost Analysis Manual and Information Exchange Procedures,_Whichbare still in

the developmental and testing stages. The interim national standard procedures
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recommended by the staff paper should not be adopted 'without addi tional
review,';evision and evaluation. It obviously was necessary to hastily
éssemb]é fhis document at the end of the -woFk of the national commission. It
wou]d appear that, in the i&terest of simplification, what has résu]ted is not.
a set oﬁ‘proqedures but a set of.gene#a] guidelines to cosfing, much of which
was generally known prior to the existénce of the commissjon and, prior to the

‘ estab]ishment of NCHEMS.

- Furthermore the commission's report notes thét the NCHEMS procedures worked .
feaéonab]y well for faqr-year 1{Bera1larts colleges, somewhat less well for
community colleges and not very well at‘a11 for major research universities.
Relating this_tq the Caynegie'topo1ogy and analyzing the enrollment of institu-
tions shows that the pfocedures will work well, at most, in institutions that
énr011.1ess.thah 40 per cent of the students presently enrolled in higher

education.

-

If théﬁe guide]ingé were adopted without exhaustive ;eview for testing and
 ‘modificat10n, the&Yesu1t would be comparability in the range oan 50 per'cent
error--plus or minus-- from the mean. If this range of error is acceptable,
it should be recognized and so noted. Institutions should not be encouraged
to adopt such a methodology without-a more cafefu] consideration, review and

statement of procedures.

- .

A comment on the commission report from a business officer at a private college

of ZQOOD’students is as follows:

1

- I wou]d‘submit that despite the implications on page 71underk
"Applicability," it is only true that the proposed procedures
L”Qou1d accurately répresent the Jiberal arts college with traditional

W

‘c]asskoom expekience if you take it in the grossest aggﬁegate for

04
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the college. Ahy_attempt to submit data by discipﬁine‘which |
would be useful is hard to comprehend, particu]ar1; when it is
an attempt to do it by upper and 1ower division A so1ution is
‘that 11bera1 arts colleges with full-time equ1va1ent student
enrollments of oess than 2,000 be given an optlon for national

. reparting purposes of using "the short form or the regular procedures

- as out11ned in the interim recommendation.

"The short form" would use only one academic division for the
instructional program at the co]]ege Specificaﬁ1y;.within the
‘taxonomy of 1nstruct1ona1 prog&ams deve1oped by Western Interstate
‘Commission for Higher Educat{on NICHE), it would be 4901 I’Genera]

Liberal Arts and Sciences.”

0n7the other hand, it js hard to see the.utility ofvper-studentt
costs for various discip]inary departments as the costs can vary -
by several hundredfold from year to year dependind on varying
enroTiments. The fact is that this 1atter-type of data in these
refinedlaggregates could easily be sabject to abuse by a reader
who d1d not pay attent1on to all the footnotes and caveats Under
the short form arrangement, of course, the institutions wou]d not

L

have(to use the induced course load matrix either.

None of this would preclude the individual institution from using the Infor-

mation Exchange Program.

Referring to the Staff Report written by James Farmer, a.vice-president of

one of the multicampus state institutions has commented:

Th% jointness of product, costs and of production precludes

o4
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meaningful analysis in research universities, even when arbitrary

allocations are made, as provided for in the NCHEMS model.

The present paper'deviétes somewhat from the NCHEMS model. in its
treatment of capital, but tends to ignore\;he-contribution of the
physical plant in the teaching-reSearch-service package of products.
This does not solve the prob1em of proper recognition of thecpart
played by the plant in allowing the flow of sérviCes; and, at least
as important, the differentia] role p]gyed among institutions.

The basic NCHEMS modéiwénd this modéT do not provide for different
goals among institutions which result in different sets of paﬁicies
among institutions-and therefore different 0ptima1‘productivé
processes and differential values of outputs measured against
institutional goais.lThe model is not qualified as to its utility,
and therefore use of the model to derive “compar$b1é&uc6;t§ stéf%sfiégl 7
imp1icit1y assumes that "A bachelor's dedree is a.bachelor's aegree

is a bachelor's degree," and this is not the case. This aspect of the

model arises because the analysts have focused on the building of

black boxes rather than on decision making.

Allocation of average costs to the level of instruction is a rather
treacherous exercise, especially fn the small institution and‘in

the research university in that the rank of the indiviQua] faculty -
membe r assigned to teaching'wi11 vary among the set of institutions
(because of varying sets of institutional priorities and their ranking,
historical patterns of growth in individual departMenfswnaccidenta1 |

staffing for the semester under consideration and like reasons). A

department or an institution with a number of highly paid senior

| oy
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- were "solved "

i
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professors 1nv01ved heavi]y in research may show these individuals as
teach1ng undergraduate courses w1th resultant very ‘high cost of instruc-
tion or it may choose to show these individuals as research1ng probab]y
overestimating the cost of research. It has 11tt1e alternative because
of the relatively high price of the one fu]l-cime equivalent represented
by the facu]ty member. But in either event, the resultant nunibers are
m1s1ead1ng, and even faculty. act1v1ty analysis really does not solve

the problems of jointness.

A strength of the introduction by James Farmer is thac it raises the
important point that it is margina] cost that is probably of 1mportance
to the decisionmaker, wh1]e the NCHEMS procedures provide anly average
cost data, the utility of which is severe]y circumscribed even if the

problems of jointness and proper allocation of ‘overhead and fixed costs
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NCHEMS wishes to determine the average cost of production in a standard
manner in erder to)calcu]ate coTparab1e data on production. This is
possib}e if and only if the identical production process (production
function ih the jargon of Fhe economist) and constant returns to scale

throughout prevaiied in,higher education. Unfortunately, neither of

these requirements are met in the real world of higher education.
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NATIONAL CATHOLIC EDUCATIONAL ASSOCIATION

ASSOCIATION OF JESUIT COLLEGES AND UNIVERSITIES

Background?

The need for more and better information about higher education bpcame

extremeﬂy evideﬁt»dugjng tHe deve]obment of gmendments for Fhe Higher
Education Act of 1968 anq for other pertinent higher education legislation.
Tied to this development were (1) Congressional interest in all of post-
secondary education, (2) a stress on students as consumers and (3) the
weakening financial conditions of colleges and universities. Without the/
necessary data (and, pe?haps, interest), 1egis1ationbevo1ved afmed at

increasing student access, continuing (but.not improving) student .choice,

. assisting institutions, promoting planning and coordination at state and

federal levels and a mandate to collect and analyze data necessary to

e e

improve legisiative’ po11cy and programs. Without this background (and its

11

1nterpretat1on), the national commission report makes Tlittle sénse.

It seems unfortunate that we witl never know how beneficial P.L. 92-318

might have been for postsecohdary education, that is, whether its policy

objectives or its programs could ﬁéve been ‘successful in meeting the

problems of financing. It is perhaps even more unfortunate that on]y

\

selected programs were funded wh1ch on1y partially met the policy 0bJect1ves

originally set forth by Congress _ Such limited implementation not only

-casts doubts on the effectiveness of\the act but, more importantly, may

also have radically affected both the\nature of the financial problem and
the conditions causing it. For example, would it hot be accurate to éay
that the national commission report has surrendered the issue of financial
d1stress f1nanc1a] d1stress was a crucial 1ésue in P.L. 92-318, but never

successfu]]ydea1t w1th in the 1mp1ementat1on of the act Tne nat1ona1

8
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comnission's conclusion appears to rely more on the fact of nonimplementation
.as a ngn of criticality than the actual purposes of the authorizing legisia-
tion itself. (This could be seid in a more concrete way: The emphasis on~
the implementation of student assistance of a particular kind has tended to
turn attention away from institutional problems; the fore-shortened efforts
of the national commission as evtdent in its report, alone, highlight the
correlative issues.of student aid access, to the distress of other problems

such as choice, diversity, etc.)

Simp]y speaking, the national commission report is not so much a reflection

of the problems confronted by Congress in enact1ng P.L. 92- 318 but of the
conditions consequent upon its non1mo1ementat1on I believe that one has

to interpret the national commission report in one of two ways: either its;
business 1is very 1ncomp1ete in that access appears to stand out as ;ts focus
or that attention must be focussed only on access. To the extent that it is
the Tatter, the national commission report appears to be a posthumous justi-
fication of certain strands of\thought jmplicit in P.L. 92-318 and selectively

stressed in its implementation.

AN . . - . X .
Despite the negative attitude, however, the national commission achieved

valuable objectives.

First, it provides a signal for the future p]anning and data collection and
ana1y51s that will become henceforth part and parcel of postsecondary educa-
tion policy. To some extent this is an application of the principle of
accountability: What account should be made in the use and expenditurec

of public funds? Are the funds being used for a pbb]ic purpose and policy
objective? Can data be accumulated to determine needs to whichbpub1ic

funds might be addressed, etc.? : |

O




Secondly, it offers a gu1de11ne to 1mp1ement ana]ys1s and planning: an
analytical framework and an analytical model. Undoubtedly some form of
both of these conceptua] tools will be 1nstrumenta1 in policy format1on
in the future? In fact, the national commission has probaply expressed,
nexp]icit]y or\imp1icit1y, all of the mechanical compohents necessary for

poijcy making %or postsecondary education }n the future.

‘Thirdly, relative to explaining the iqner dynamics of fihanciq] distress,

-

the commission has explored areas of intramural campus‘accounting systems,
funding mechanisms and financia] reporting which can serve as a base not
merely for analyzing distress but for proposing institutional financial

‘' models for, once tested, future applicability.

.Fourthiy, the drama’of the commission's efforts will stimulate--and have
§timu1ated4-vigorous éctivity within and outside of the educational community,

whether in approval of, or consternation at, the commission's report.

In any case, the national commission report and all those associated with
™. .1t deserve public gratitude for an enormoué venture. Their efforts will be
| 1andmark in both the history of educational legislation anrd in pubiic
{ ‘ .

aWareness and knowledge of the bomp]exiiiés of the formation of public

policies for postsecondary education.

The following pages raise a Series of qUestio;s largely on the interre1ations
among the parts ofAthe anaiytic ffamework énd‘"a fortiori," the framework
itself. The parts include the objectives, financing pp1icies‘ and the
analytical mbde]. It does not seem to thié reader that the framework is a
coherent whole in terms of its parts and it is suggested that greater efforts
be made to examine the methodological consistency of the framework relative
to particularly the commission's objectives, the financing policies, the

‘financing plans and the model.

0y
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Areas of Investigation ”
I. Objectives
(1) Should objectives be identified as specific "atoms of interest"?

(a) A case cowdd be made for packages.of objectives (e.g., access,
opportunity and choice as one objective which makes it possible ‘to introduce
.the logical correlative of access: institutional cost of education. In
addition, diversity, excellence. and independence are probably not separable
- issues even for economic analysis and could be packaged with data sought
on types of institutions according to typology such as the Carnegie Commission
developed. -If different objectives are best obtained by different financing
policies, yhat compromises, are possible? : '

(2) Can "access" &s an objective be related to education on the basis
-of an income criterion? How can it be understood as a "value to be maximized"
without identirtying its parameters?

(a) ‘What is the correlation to which income is related: no tuition,

Tow tuition or high tuitiony these plus "other costs" including’ room and board,

transportation, etc.?
(b) If income is the sole "economic'"*determinant, what assumptions
must be made about the availability (accessibility) of institutions: public
“colleges subsidized from tax revenues, private colleges subsidized by )
philanthropy (based on charitable contributions clauses in tax legislation
applicable to public and private institutions)? :

(c) Does access mean inducing additional enrollments? If so, what
data exists to support "income subsidies” as an incentive for increasing
enrolTments vis-a-vis motivation and ability?

(d) Or, what evidence exists to promote the-transferability of an
income subsidy to become a pricing subsidy for education, whether the award
is given to the student-or to the institution? What is the "pricing Tevel”
to which an "income subsidy relates? ’ -

(e) What relation do the objectives and their criteria bear to the
two €riteria behind the requirements stipulated.for the alternative financing
configurations. These requirements are stated on pages 259-260. of the report:
the alternative financing plans "should represent a range of policy choices
extending from (a) plans that would allocate nearly all public support to
“institutions to (b) plans that would allocate nearly ail public support to
students. The second requirement was that the plans should represent a_range
of judgments about who benefits from education--[individuals or society]."

_ The hang up here is that it is supposed that if individuais

benefit most, then families should contribute most to. pay for education,

-whereas if society benefits most then public revenues should finance post-
secondary éducation "including élimination of tuition at public institutions."
Now there is nothing To warrant elimination of tuition if society benefits
most; other alternatives are possibie such as vouchers, etc. Thus, the
alternative financing plans or configurations are molded by a prior conception
of a subsidy policy mechanism and program for education.

6y
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_ Furthermore, and it is not possible for this person to carry
Jout the necessary investigation, a closer 100k should be given to these two

./ criteria which corftrol  the eight financing plans relative to the eight
obJectives .and their criteria.- It appears, at least at first glance, that
. the income criterion for access may be reduplicated by the "a priori" con-
cept1on of a no tuition policy in the second cr1ter1a requirement for the
alternat1ve conf1gurat1ons s

r/‘

II. Analytic Framework

f” Can question No. 3 stand after steps. 1 and 2 (ObJect1ves and Cr1ter1a
for Achieving Them)? And before stép 4? Question No. 3 is: "What assump-
tions (quant1tat1ve and qualitative) should be made about changes in society -

and in the 1nst1tut1ons themse]ves thaf will affect the accomplishment of the
objectives?" A

The series of steps in the analytical framework assumes that once
- objectives and measure are set, certain assumptions about changes in society
and institutions will be made relative to the next step, 4, of identifying
general financing policies to.achieve those objectives.

, What is the change-assumption (in other reactions ‘of the report,
-~ assumptions appear to be called strategies) utilized for achieving access?
Diversity? Etc. Eight financing plans are computed to determine their
success in meeting the criteria for achieving any one objective. Actually .
the potential for change either cannot be known until the computat1ons are
made or change-assumptions should be interfaced with objectives in such ways
that politically or socially inacceptabie objectives are rejected.

What appears to. have happened is that .the criteria for step 8 has
redundantly included the objectives in its full-costing-to-student-total- -
institutional-subsidy range. Thus what appears to be estabiishing a set
of financing policies to achieve selected objectives is really a range of

_potentially adoptablie financing plans (actua]]y an assumption of ratios
of shared financial responsibility) covering a range of both funding
sources (individuals, society, government and ph11anthrbpy) and pricing
policies (full-cost or full subsidy). :

Then it can be asked which better serves the purpose? It does‘not
mechanically answer the question stipulated by the objective. And at this
point, the assumptions on change intervene in a judgmental fashion. At this
point, again, the atomistic character of the objectives appear and the
solution to a choice will depend probably on an understanding of (a) planned
change in "shared financial responsibility" (part of step 8) and of - (b)
what the federal, state, etc. -roles are or ought to be in this process.
Nothing in the proposed analytical framework should seek to limit this - '
political decision on roles other than explicating the more efficient

~.ways to expend pub11c funds. The process of deciding whether access, or
anything else, is a federal objective is not mathematical, nor is the
process of defining the cr1ter1a for access.
~N

The basic difficulties with the national comm1ss1on report stem
from a serious misrepresentation of objectives and the resultant development
of a model designed to indicate success in achieving them one at a time. On
the other hand. a range of objectives (expressed this time as requirements

LRIC P
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or criteria for alternative f1nanc1ng p]ans are applied (and which include
a no-tuition policy) as determinants in meé%ur1ng the functions of’the
alternative configurations.

More effort shouid be devoted to clarifying the analytical framework
apart from atomic objectives. The inclusion of a range of financing alterna-
tives based on requirements such as those noted earlier [see section I Objec-
tives, (2) (e)] should be carefully examined and purified of specific
judgmental criteria. Attempts should be made to relate this to the actual
financial conditions of postsecondary education so that policy determinations
can be open to a democratic process of choice.

~

N

111. Analytical Model

(1) Why is the selected model useful largely as a "demand" model and
not a "supply" model? Why is the objective of access alone given serious
consideration? '

. (2) Again, a clearer descr1pt1on is needed of how the objectives given
determine the model and how the "requirements" behind the alternative .

financing plans predeterm1ne the ut111ty of the model vis-a-vis the objec- -
tives. SN

(3) To what extent does the selection of discreet (atomic) objectives
distort the character of the analytical model? .

o
(4) What place will the idea of an "ana1yti¢a1 model" have in future
financing procedures? Serious questions ‘have already been raised by some
national commission members in regard to the particular model developed.
It seemingly is at best a model oriented towards the access objective and
unsuited to assist in dealing with an objective such as institutional diversity.
In any case, if the analytical model is an idea or tool whose time has come,
great efforts must be applied to:produce a satisfactory instrument.

IV.- Unit Cost Procedure °

The emphasis ¢on the analyt1ca1 model and upon the standard unit cost
procedure tends to minimize the importance of the substantive problem at
the root of both. Both concepts were generated as practical means to assist
in identifying and measuring financial distress in higher education. Financial
distress has not disappeared, as is evident from the policy clashes over
Tow public tuition. Unfortunately, there are some analysts who do not appear
to be aware of its proportions. .

For example, if this part1cd]ar period of time (e.g., 1972-73) ‘i N
interpreted as only a trough in a cycle which will ultimately return to ‘
stability, what price must higher education pay, especially private higher
education, for survival in proportion to other sectors of the economy and
to public colleges and universities?

.In addition, while a certain stability may have been achieved--at the
‘expense of qua11ty, faculty salary and maintenance of physical plant--
each new crisis, such as the energy crisis (and now 1nf1at1on) dangerously

Q 02
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‘decreases the possibility of improving private higher education. Whiie
unit cost figures may provide Congress with a vague idea of national average
of need per student per program, the development of indicators of financial
distress will make visible the larger picture where the financial difficulties
‘exist and highlight real needs.™ Such indicators should refTect the distinct
| financial problems of each of the several categories of ‘institutions: public-
private, research -doctoral, four-year college, etc. It is of little value to
anyone to lump the needs of sma]]Xprivate»(or public) colleges with highly
- endowed private (or public) universities and expect to produce a common
denominator solution. O v t :

-




| 57
NATIONAL CENTER FOR HIGHER EDUCATION MANAGEMENT SYSTEMS

B
~

(The fo110w1ng pos1t1on paper was developed by staff members of the National
Center for H1gher Eaucat1on Management Systems (NCHEMS), a division of the
Nestern Interstate Commission for Higher Edutation. The board of directors

of NCHEMS has not yet reviewed this paper, and therefore, it does not
necessar11y reflect the formal position of the board or the views of 1nd1v1dua1
.‘d1rectors.)

There is a continuing need fdh an informed dialogue on ahd,a critica]i
assessmenf of the alternative methods of financing postsecondary edhcation.

To this end, additional analytical tools and compatible data are vitally

needed at the institutional, state and national levels.

Since its inception in 1969, the Natienai Eenter for}Higher Eddtafion Manage-
ment Systems has concentrated on this need to improve the f]qw and quality of
information Supporting postsecondary edhcation management,vdeeision making |
and planning at all levels. At the same time, extensive suppdrtkhas arisen .
;in the postsecondary edueet{on community for efforts to facilitate more
effective a]iocatieq.andﬁgse of the hesources'avai1aQ1e to higher education.
While NCHEMS does not advocate any given policy on, postsecondary educatien
financing, it does believe that the fo]foWing developments shou]d'be
encouraged to bring about 1mproved policy analyses and policy dec1s1ons
(1) More effort should be made to project and determ1ne the fu]]

range of impacts that financing policies have on individual-

1nst1tut1ops, students and their families and states. The

perspective ef‘%o1icy analyses too often-has been 11m1ted to

the "overall effect” or the responses of the "average student," .

— ot

the ""average institution" and the "average state{“




(2)

(3)

~As an example of the kind of effort required, we cite the work
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acéomp]ished over the past ﬁvo years by the National Associatioh
@f College and University Bdsiness foicers, the American
Institute of Certified Public Accountants and NCHEMS to improve
the quaiity and compiehensiveness of financial d&ta cb]]ected

by individual institutions. A particular accomp]iéhment»was

the development of a source/use format for such data. The goal
is to provide a new’data framework within which individual

and grouped institutions, as well as external agencies, can
examine in meaningful detai]rthe imp]ic&tiong; ﬁimitations

and advantages of various funding pd]icies and procedures.

[

Better understanding is needed of the interre1ationships in

the responses of students and their families, 1nst1tut1ons and
states to f1nanc1ng po11c1es.‘ For examp]e a dec1s1on to
increase direct student aid as a means of improving access may
well constitute an unintended incentive for institutions tg,
raise tuition or for states to reduce institutional support.

The National Commission on Financing Postsecondary Education
laid basic'grouﬁdwork by proposing an analytic framework that
now needs to be refined and made more comprehensive. In
addition, this‘abproach needs to be adapted f?r use at the state
level. For example, NCHEMS is now working with four states to
deve]op a flexible planning model that agencies and institutions
can use to xamine and compare the financing a]ternat1ves being

considered 1n\§he1r state.

N,

N
Those who formu1afe; analyze and decide postsecondary education

financing policies need more timely, more informative data.

bo
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These data must not only specify what has happened, but also
explain why. And most important,?ﬁo]icymakers need data that
will permit é reasonably accurate prediction of the results
that would follow alternative policy choices. As things gtand,
only a small fraction of the data.now'co11ected is ever
utilized in policy debates. The specific neéds are:

(a) Improvement in the coordination.of national data collection
to eliminate costly and confusing redundancy. '

(b) Analysis of the relative explanatory value of various
data in the context of policy issues, so 'that key data
can be identified.

(c) Improvement in the compatibility of data by implementing
standard definitions and procedures.

(d) Establishment of policy-relevant time frames for data

availability to assure that realistic tradeoffs:are
made among quantity, quality and timeliness. ;

.
Financing at the institutional, state and federal levels must

be tied Specifically to objectives and;the accomplishment of

those 6bjectives. -The National Commission on the Financing of
Postsecondary Education has developed a point of departure for
future work in this area and the postsecondary education -
community must seize the opportunity to develop compatible

information in this area.

Financing policies must be formulated to produce positive incentivés‘
for states,tinstitutions and students. Too often, attempts are

méde to.1egis1éte constraints within financing mechanisms (e.g.,
"maintenance of effort") that have the negative effect of removing

certain decision-making options of states'aﬁHLinstitutions.

A financing plan that gives careful attention to creating positive -

incentives was developed at NCHEMS by Drs. Kirschling and Postweiler

bu
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(A Financing Plan that Depends Upon the Educational Efforts of the

. States and the Attendance Choice of Students). This financing plan

provides for tu1t1on reductions, student grants or general 1nst1tu—.
t1ona1 ass1stance on a d1fferent1a] basis, Each state's portion
of the tota] grant would be determined by its relative effort in
support of postsecondary education and relative student enro]]ments.
Perhaps most important, the. documentat1on of +h1s financing plan
1nc1udes a careful analytic study of the incentives that result.
Po]icy analyses are often deficient in this regard -and explicit

steps must be taken to improve them.

o

(6) Institutions and states should receive suffiejent-financia1 resources R
to upgrade their planning and management capébi]itjeS; No matter
now soundly.conceived, any method of financing is inadequate unless
it encourages and facilitates wise and informed utilization of the

resources it provides.

~(7) ‘The educational needs of all citizeos must be giuen careful considera-
tion and this means that objective data on all sectors of postsecondary
education must be available for analysis and for debate. ATl sectors
oprostsecondary education shou]drbe encouraged to assist in develop-

ing a common set of compatible information on a regular basis.

L]

To sum up, all parties 1nvo1veo in postsecondary education financing deli-
berations at the institutional, state and national levels require improved,
compatible data and better analytical tools. In aoditiop, improved plan-
ning and management tools must be provided so that the postsecondary education
community will be able to make wise and efficient use of the resources it

secures.
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NATIONAL STUDENT| LOBBY

" The Need for Ground1ng the F1nanc1ng Debate in Terms of
Students' /Potent1a1‘Students and Society's Purposes First"
In the past 30 years since the end of the Second WOr1d War, there have been
ever-widening demands p1aced on postsecondary educat1on by increasing numbers
of students and potent1a1 students, by state and federal governments, by businesses

and local communities and y postsecondary educational 1nst1tut1nns themselves.

Postsecondary education has become "big business," affecting an increasing number
offpersons' lives and becoming situated at the core of the national economy. In
adjusting to such changes in the role of postsecondary education it becomes important,
to clarify the purposes (and consequent objectivesj of different persons and
"governmental/institutional interests before going on - to-.the nEXt step of the debate
'which\invo1ves.specific mechanisms for financing thJSe purposes/objectives in "

2
postsecondary education. - ’ ‘ /|

|

During the past 30 yearsf rapid expansion of postsecondary education, the dominant
purposes of the federal and state governments have been to fill manpower demands
~ for economic development and scientific advancement, research demands for national
security and economic development and political demands ofF persons seeking upward
economic and social mobiiity Today, the manpower demands of the economy are
falling off in the traditional job categories of the collegiate sector (teachers,
engineers) and the percentage-of persons with "college degrees" has already

surpassed the "demand" as measured in the job marketp1aCe. National security and

research demands have waned as a percentage. However, demand in terms of !

students and potential students aspirations has continued to-increase. Thus,
the question in policymakers! minds: "Why and who shouid pay for expanding

opportunities for postsecondarv‘education?“

bo
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The cbnfusion over national objectives (derived from multiple purposes) was
examined by the National Commission on the Financing of Postgecondary Education,

which outlined eight "national objectives" for policymakers to¢ weigh: (1)

student access to enrollment, (2) student choice among institutions, (3) student

opportunity for program completion through support services, (4) educational

diversity of institutions/programs, (5) institutional excelienie, (6) institu-

tional independence, (7) institutional accountability and (8) adequate financial

[

. resources. ‘ T ' L

Although this work of the commission-was impor;ant in developing the concepts

of the "student marketplace" in poétsecondary education, its work in c]ari%ying

the purposes of postsecondary educapion has been disappointihﬁ. The commission's
report states tﬁat "these objectiVes do not deal with ultimate purposes of education--
knowledge, SeTf-fulfillment and socialization, for example--but with how post-
secondary éducation shou]d'be structured,yin the broadest sense, to serve those
purposes.” (p.53) The commission states that the objectives were discussed at

length and that they provide a "fundamental statement of what might be termed the

'national interest' with regérd to the financing of postsecondary education."

Unfortunately, the absence of articulation or discussion of the ultimate purposes,
while understandable, is not the basis upon which to build a well-grounded frame-
work for the financing of postsecondary education. It is Tike bui]dingﬁon the
shifting sands of charige an enterprise which should be more solidly built on

the needs and purposes of society as a whole, particularly as they are expressed

through the continuing’ necds and purposes of students and potential students.

-When a student task force of the national commission asked a cross-section of
students about their purposes in postsecondary education, two clear categories _

of needs and purposes were expressed: "When thp students were asked, 'Toward

b
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what end do we finance postsecondary education?' they did not respond access,

opportunity and diversity. They responded 'self-devetopment and employability.'

e

While greater opportunities to enroll may yield greater self-development, access
;is not an end, bUt a means. The students determined purposes to be ends and

objectives‘to be means. (See Review of Student Response, presented to the

National Commission on the Financing of Postsecondary Education, compiled by }
Tim Engen, commissioner, and Dan Crippen, studen;, November 1973. Work was
based on extensive surQeys of individual students and review sessions with
student groupé from cross—séction of institutions ac;oss the country. Tab E,
'page 12.) :

The review continues (Tab E, page 13-14): '"Today, not uniike those significant
times in history of postsecondary e&ucat1on--1862 and 193%--the students enro]]ed
or planning to enroll in postsecondary educat1on are seek1ng a new emphasis.
Never'have the opportunities to enroll been greater..../ﬁut while the students
are cognizant of the great opportunities for entry, t@éy’qre critical of the
opportunities that éwait them upon completion. They Aay conc]udeAthat
transmission of values, citizenship and sociability are 'givens' in the

entire process of education, but the more idea]istjc outcomes of post-

se;ondary education--employability and seldee§;1épment--are often unattain-
able. This plea for a new emphasié‘upon educatipn outcomes requires: (1)

a re-examination of the employment orientation fxistent in postsecondary
education and a public investment to expand gainful emp]oyment and (2)

a concerteJ effort to incorporate nontraditional formal and informal learning
opportunities to forward sé]f-deve]dbment and employability. The solution,

unfortunately, is not as simple as the expansion of internship programs.

These are emphatic requests that are less a symptom of our economic

es and more a reaction to what the Newman task force ca]}s 'the coming era of
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equalitarianism.' It is not a question of whether postsecondary education

is a social or individual benefit. It is a question of whether there is

even a marginal penefit upon completion.”

The national commission, although callina its aggregation of student and
institutional objectives a "fundamental statement of the national interest,”
made no statement about the central role postsecondary education is coming to

take in the postindustrial economy, and the implications for developing human

potential which such an economy necessitates. The student review gquotes Daniel

Bell on the three dimensions of postindustrial society: (1) shift from goods

to services, (2) emergence of large-scale professional and technical class and

(3) centrality of theoretica1 analysis as the source of innovation and policy e
analysis in soéiety. It is the third diﬁension which is the most important.

(Tab E, page 21) There was no discussion of the need for postsecondary

institutions to ref1ect a cross-section of persons in society in order to

develop as a forum for understanding and contributing to innovation and policy
analysis, which is a growing function of postsecondary education in the

"national interest."

N

Since the release of the data collected by the national commission, persons
have responded in many ways. The first student response was the guestion,
"Why was this a study of the financing of postsecondary educational institutions?"

-

Postsecondary education was.called a "$30 billion per year enterprise" because

that is the amount taken in and disbursed by institutions, although this ignores

the majority of costs for students and society incurred for 1living and other

expenses related to postsecondary education. The report did not focus on the
motivational or decision-making patterns of students and -potential students
based on financial and monfinancial considerations, although many of the non-

financial considerations were acknowledged as important. In all, due to these

Q r
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deficiencies the national commission's models are seriously lacking/in their

ability to be used by policymakers.

In the meantime, there has been a growing recognition of th%/need to focus on
v

thé'impact of financing decisions on the decisions of stu ’ The

recently begun study contracted for by the U. S. Office/of Education on the

' /| /
"impact of federal student financial aid programs" oq/fhe_decisions of students,
institutions and states is an excellent step in the/dikection of beginning to

collect data for national decisionmakers.

rd

There has also been a growing recognition that/financing decisions must be

made in the context of models which incorporate the administ;ijizfvfﬂgfggli%ic§1>
frameworks of financing decisions. Unfortuﬁifflgl,mughquifw?\discussion about

"tuition increases” which comes out of financing models presumesxé‘”steady
state" in the political and economic systems, as well as in the enrollment

projections.

From a student viewpoint, which includes potential students and their families,
there is a need for personal "planning constants" about postsecondary education.
Without a recognition of this decisioh-making, planning process, the financing
studiés may look rational "from the tdp down" among véfious governmental and
institutional interests, but they are not rationa]--oﬁ particularly uhder-
standable or helpful--"from the bottom looking up." It is impoftant that'
persons begjn to develop power and responsibility for their participation in
postsecondary éducation as part of the model for human development in-post-

industrial society.

The following is a "laundry 1ist" of personal planning constants of students
developed over the past three years with the purposes of developing (1) "more

‘options" and control over one's iife and education, in (2) "less time" and

with the least expense to the society as a whole. This 1ist has been developed
Q ' ‘
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as a means of implementing the loosely-used financing goal that "no person

be denied access to postsecondary education for financial reasons.”

(1)

(2)

(3)

(4)

\

The basic planning constant for all persons is no tuition or

low tuition public two-year, four-year, graduate and vocational

institutions. The federal government should not encourage,

nor should state or local goverrments raise tuition in order

_to "milk a few dollars" fPom middle-income families. Rather,

tuition .should be cut as in Wisconsin where a $300 cut resulted

in 26 per cent increase in enrollment.

A frue entitlement for federal Basic Educational Opportunity Grants

and state*scho1érship funds should be calculable in dollars (similar

to G.I. Bill of $260 or $270 per month) based on need. Over a
period of years, need should be calculated based on current yearly
income of any person who is no longer taken as a tax deduction by

his/her parents.

A person should have the option of working his/her way through school

rather than being forced into heavy indebtedness.' This means that
there must be a massive new "G.I. Bill for Community Service" in
which persons can earn G. I. Bill monthly education benefits as

well as getting academic credit for working in the community.

A person should have the option of "getting through college" in

three years of campus-based experience, with widespread off-campus

democratic scholarship of all," this pattern should become the norhf

experience being given credit for the "fourth year:" As the "most

!
for undergraduate 1iberal arts majors and cut cost of postsecondary

education to society.

7S
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(5) Loans should be available as a matter of right as a last reso&;.'
i
Financing plans which project heavy indebtedness as the norm should
be re-examined based on the social costs of "mentally mortgagi~g"
' ' |

a high percentage of the society at an early age.

(6) Immediate planning should begin on faculty and administrator pension

transferability and public service jobs'creation'as_an integral part

of developing institutional flexibility needed under any financing

plans. This is particularly important if total costs to society are

to be kept down and a work/learn mode]vis’to be developed.
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STATE HIGHER EDUCATION EXECUTIVE OFFICERS

1 am providing a listing of the comments and reactions made by the executive
committee of the State Higher Education Executive Officers (SHEEQO) with
"respect to the report of the NationgT Commission on the Financing of Post-

secondary Education in the United Statés.

The comments and - react1ons offered were not 1ntended to be all-inclusive

but rather to reflect major issues and concerns. We will gladly prov1de

expanded or additional statements if that would be helpful.

(1) The natio. commission report, while it chose no particular plan
and made no specific recommendations, nevertheless has considerable

potential value.

(2) The report should be followed by a systematic debate, over a pre-
| determined period of time, in an effort to achieve consensus on what
" the natjonal policy should be with respect to the financing of post- '
secondary education. While thefaggﬁte ié occurring, more information
“can be obtained, more models tested; when it ends, Congress shoy]d be

prepared to act.

(3) As a starting.point for the debate, Congress might--by joint resolution--
adopt a set of underlying principles. Those offered by Commissioners
Boyer, LaFollette, Rodriquez, Porter and Silva (pages 362-367 of the

report) wor*d be most appropriate for this purpose.

(4) The process and structure offered by the report are most commendable.

There is concern that the states, act1ng separately, may not be able

to make maximum use of the report in creating the 1eve1 and type of

debate that should ensue. More needs to be done with respect to

s
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A USOE-appointed implementing committee could provide helpful assistance
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massaging the material and developing strategies for future

activity.

It is recommended”that the U. S. Office of Eduqatfon (USOE) assume
a primary role in facilitating the debate being called for and also:

(a) Further assist states and institutions in improving
their data collecting capability. ‘

(b) Fncourage, finance and improve present analytical
tools for determining educational costs by Tevel
and field, with a view towards obtaining agreement
on a standard national model.
(c) Assist states in developing suitable forums to facilitate

consensus on which postsecondary funding policies are
potentially most productive. '

to the commissioner's office with respect to this recommended assign-
ment and could, concurrently, provide a constituency fﬁat would enhance

the possibility of eventual concurrence and acticn.

The development of a specific federal policy with respect to the-
financing of postsecondary education is'imperative. This, alone, will
permit states to determine how they will mahage their total resources

and meet their responsibilities in this area.

The creation of a national information center, as proposed, is

commendable: and reflects views that SHEEO has been expressing for some

\

time.

This association is prepared to provide whatever assistance is

possible with respect to any or all of these matters.
L/




SECTION ITI

This is a technical paper compiled primarily
by Systems Research, Inc. of Los Angeles,
Calif., a team of analysts and outside
consultants.  This section provides useful
information for educators, analysts and

staff personnel in government and postsecond-
ary education who have need for utilization
of systematic, computer-based techniques for
analysis and assessment support in the
decision-making processes.
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OVERVIEW -

Models have been developed in response to the neéd for a systematic evaluation
of a]ternative.pfoposa]s to provide new amounts and de1itery systems for thev
finance of students and institutions of postsecondary education. The finance
models kepresent the interrelationships of student response to changes in
pricé, commuting diétance and student aptitude to arrite at a demand for
higher education. Assumptions ;egarding the preferences of institutions

for types of students, and other 1nst1tuti§na1 objectives such as financial
viability, have led to representations of how institutions decide which

students to admit and in what numbers.

The three models presented in this paper are all capable 6f examining the
predicted effect that alternative student aid proposals wilh have on the |
change in the number of postsecondary students grouped by income and college
sectors. In add1t1on, each model has unique capabilities for exam1nat1on |
of financing proposa1s, such as new college development and the effect that
student commuting distance has on new student enroliments; the effect on
total student enro]]metts of institutional subsidies, such as capitation
grants; the expected change in student enrollments béCause of changes in

.admission policies, financial aid practices and tuition charges.

Data to operate the models are readily available for most finanéing study
purposes and the cost of operattng the models to examine financing alterna-
tives is relatively inexpensive, about $10 to $20 for each proposal

examined with a financing model.
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PART I: [INTRODUCTION TO FINANCING MODELS
‘ \

Proposals to increase the financ}a1 support for higher education can have

a bearing upon the stability of thousandé of institutions, millions of

students and the directibn of the educational process. Examples o%

federal support for higher edutation that have brought about ;ignificant
changes in the nature of the process include the GI Bill, research funds
distributed through such agencies as the National Institute of Health and

the National Science Foundatibn, andlmost recently, the federal government's
student aid programs with concentrated support on Basic Educational Opportunity

Grants. : h

The commitment of hundreds of millions of dollars has led policymakers to
look for some means to-foresee the eQentua] effectiveness of financinQ
po]icies for higher education. Developing a common set of evé]uation
criteria that can be uniformly applied to fhe many proposals can add some
measure of consistent judgment to the competing idealogies and philosophical
debates that are frequently attached to financing proposals. in the end,
the final decision rests with the po]icymakers who must consider mény
competing interests. VYet, to the extent that policy can be assisted by
objective and consistent evaluative criteria, the role of the policymaker

is less arbitrary and more enlightened as to the results which can be

expected.

For many years social scientists have endeavored to develop systematic
devices by which higher education policies can be evaluated. When federal
policy was faced with a dramatic increasé in postsecondary enrollments,

models were employed to'ﬁ}oject the number of students who could be

expected to attend. Models were also used to assist educational planners |

Y
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in projection of space réquirements to accommodate demands for more courses,
and hence, more classrooms. With recognition that increases in €nrollments
would fequire some federal interventioﬁ to ensdre balanced representation by
Tower-income students, models were developed to project tHe amount of
funding needed. Such models projected the total number of students to be‘
enrolled in higher education, the number of Tower-income students expected,
the additional number of 1ower-fncome students needed to provide a propor-
tionate representation by lower-income students and the amount of money
needed to fiﬁance tne number of lower-income students that federal policy

deemed should be enrolled.

Such models were unsatisfactory in reference to definitions of the amount
of money rgquiréd to change the decision of a lower-income person from not
attending to attending. Capable only of projecting the fgture based upon
past experience, the models could only make educated guesses at the factors
that led to student decisions regarding higher education alternatives. With
the advent of 1ongjtudina1 studies of student behavior, it became possible
to provide information usable in models to predict the future response

of students to changes in federal policy. The Tongitudinal studies shifted
the capability of the models' uses from that of projecting needs based

upon past performance to actually predicting what responses could be

elicited from changes in pub]ic'policies.

The capacity of models to.actually simulate--to predict--student responses
was not due to technical improvements. in the state of the art of modeTing.
Rather, the shortcomings of model uses could bé attributed to a lack of
conCeptua1‘understanding about what‘factors influence student judgment

and institutional policies. As more 1nf0rmétion on the factors that

influence the interrelationships among the factors in higher education

oU




74

I
/

becomes available, models will be able to make greater use of the technology
already in existence to aid policymakers in the evaluation of how to
provide support for higher education in an effort to achieve objectives

'such as improved accessibility, student choice and educational opportunity.




PART -II: CONCEPTS

Financing models can be chgracterized by the objectives which are examined:
accessibility, student choice, educational opportunity and institutional
viabi]ityiﬁthe under]ying'eCOhomic, social and psychojogica] concepts

which are modeled: student price response, student response to geographical
distence of an institution and student aptitude; the policy alternatives
capable of examination by the model: grants, loans, tax 1ncentives, capi-
tation grants--heachunt subsidies; the outputs of the model: enrollments
and institution fund balances; and lastly, models can be c]ass1f1ed according

to their respective data requirements necessary to make use of the- models' e

//
~
-~
,.//

4
. 3
capabilities. o - L
' ¢

In th1s sect1on, the concepts representing the 1nterre]at10nsh1ps of students, Y

1nst1tut1ons and dollars are explained. An exp]anat1on of the concepts ¢

\

employed to simulate the processes of students, 1nst1tut1ons and dollarsiwill

LN d
2

serve to interpret the mathematical expressions calculated in the mod 1s.

With an understanding of how a financing model operates, its advantages and
shortcomings, the prospective group of users can be extended from the
technician to the group‘for whom the models were originally intended to
serve: persons responsible for the deve]opment of financing alternatives
and the selection of bb]ieies that will serve the objectives of federal,

state and local policy.-
‘ /

The eoncepts used in financing models to represent the interactions of / -
economic, social and psychological processes explain the activities of -
the three major subjects of higher education finance: the students, the
institutions and the interaction of financing policies of "governmental

‘agencies.

Q ) i
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Student processes afe explained by preferéncesxin thé location of institutions
in terms of commuting distance, institutional quality and changes in the
price of attendance. The objectivg§/oT’institutions are represented by
preferences for enrollment of sfﬁﬁents, the aptitdde of those students
who will attend and the effect on the 1nstitution's fund balance as a
consequence of enrolling sfudents at’the mafgin-—the re}ative costs and
income incurred for the last or next student enrolled. The intergovernmental
incentives refer to the impact that a change in federal policies can have
on the actions of state and Tocal government toward the support of higher
education. This concept would include the expected rea?tion of}the state,

. government--in terms of an increase or decrease in support--as a result of

a new federal financing policy to provide subsidies to educational institutions.

Student Price Response

The éoncept of student response to changes in brice defines the expected
change in student demand for higher education as a result of an increase
or a decrease in the net price faced by fhe student. The net price faced

by a student can change as a result of an increase in the resources made

R

available to students--through student aid programs or an increase in thé
willingness of parents to support students as a result of tax incentives--
or price may change through a direct increase or decrease in the tditioﬁ

price charged by institutions.

In Figure.1, an example of the consequences of changes in the net price
would effect enrollment % shown in terms of percentage change fn-fhe projected
enrollment of qudents for three 1hcome groups. The 1owest—1ncoﬁe group

is shown to have the greatest change in participétion rates when tuitions

are adjusted either upward or downward. The hiqhest-incdme group reveals

the least change in enrollment projections when tuitions are changed.

8
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In the example in Figure 1, for each $100 increase in tuition over annual

» increases due to inflation, the model calculates that the projected enrollment
of lower-income students will be reduced by about three and one-half per cent.
For students from families with incomes from $10,000 to $14,999, a reduction
in the rate of projected participation of about one and one-half per cent

for each $100 increase in tuition is calculated.

Conversely, for each $100 decrease in the net price faced by students, the
kprojeéted enrollments of students for eéch of the income groupings can;be

expected to increase by the respective response rates.

The concept of student price response can be broken down even further for
aralytical purposes within the model. For each income group, it is possible
to determine the price response app]icab]e to particular types of colleges
(public, private, two-year and four-year) and tHrough additional analysis of
the data from which these findings were derived,%it is possible to determine
the pricearesponse segmented along such factors aé education, sfudent

aptitude and institutional quality.

Student Responsé to the Geographical Distance of a'Co11ege ‘ .

j Student respbﬁse‘to increases in commuting distance can be calculated

in a similar manner as student response to changes in price. Commuting
distance can influence student decision of whether to attend a,postéecondary
institution bggause the time and expense of transportation to 5 college is

a cost incurred to the student just as is tuition.

~.

; S
Only phe RAND-Mundel model has considered the relationship of commuting

distgﬁce on student preferences for enrollment in higher education insti-
tug%ons. In Figure 2, RAND-Mundel have represented the expected preference

jf/a lower-incoie stu&g;f with an average aptitude for a community college

Q. 85

/
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requiring—a commute of various distances. Student response to changes in

the distance of the commute are Stated in terms of a probability of enrollment

for each commuting distance.

In the example, the combination of student income and aptitude make the
probaBi]ity of enrollment a 50-50 proposition when the commute is reduced
to zero. The probability of attendance is reduced for each succeeding

increment in the commuting distance. ‘
N , ‘

N SN

In the RAND-Mundel model, the authors have ca]cu]ated the 1nf]uence of
commuting distance for three income groups. The effect on the probab111ty
of attendance of changes in commuting distance were compargd by the authors
with the effect on the probability of attendance for changes in the net
price. The authors report:

By comparing the changes in utility resulting fkom margina] changes

in tuition and in home-to-college distance, it is possible to calculate

the 1mp]1c1t evaluation, in money terms, of a mile traveled. For the

low-income stratum this is about 5¢ a mile, for, ‘the middle stratum it

is about 11¢ a mile and for the high-income stratum it is about 17¢

a mile. v
The perception of a higher cost of commuting for higher incomes is due to the
;

increase in the alternatives ava;lgbfe to students with higher incomes. That
is, as the distance of the commute increases, the Tikelihood increases of

electing to move away from home and to become a resident student of the

1nst1tut10nf

Lower—incbme students are less likely to be able to afford the a]ternative\

of moving away from home; hence, lower-income students do not consider the
e : : .
trade off between commuting and moving to the college location to the same b

extent that higher-income students do.

b
b
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Student Response to Institutional Quality

Student choice is also based upon qualitative c0nsideratiohs.: One such
»studeﬁt concern in the quality of the institution. Institutional quality
can bé measured in terms of the revenues per student available to the
co]]egé.‘ Institufiona] quality is also measured as the average aptitude
score of the students in attendance. The model can calculate the behavior

of students as a preference for identifying the institution chdice with

the highest quality or as the institution having average student antitude

closest to that of the student represented in the model.

1

Institutional Preference for Students. ;

The:financing model can consider the likelihood of a student's e]igﬁbi]ity
for.a txpe of institution based upon the objeétives——the preferences--of
the institution for students with varying characteristics. An‘imporfant Ce
consideration of 1nst1tution§ in selectjng students for enroliment is the

aptitude of the student. Institutions seek students with high aptitude

because of the prestige attached to such étudents And diminished necessity‘

for expensive remedial instruction.

e

;;In.Figure‘3;'RANQ—Munde1 illustrate the relationship of a student's class
rank from high school and the student's SAT score in relation to the
jnstitutional averagé to determine the importance of past achievement and
aptitude to the probability of admission. Student achievement in high
school is divided into quintiles. The curves represent'the probability
of admission as a function of relative student aptitude toscollege average
dptitude for each achievement quintile. The highest quintile of achievement,
shown by the curve designated with Roman numeral .I, indicates that for a

prospective sfudé@t with an aptitude ec .! to the average of the institution's

{56@'
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. enrolled students, the probability of admission is about .7 or 70 per cent.

Eor a student with bn]y average achievement in high school, represented
by curve III, an aptitude score from- 50 to 100 points above the institution

average makes the probability of admission just’d@er 50 per cent.

In the RAND-Mundel model, the relatively small increase in the probability
of admission for students with aptitudes far above the institution average
"indicates that achievement in high/schoo] bears a stronger influence on

the institution admission deEision than aptitude score.

" Financial Considerations of Institutions

Financtng models can'be employed tQ calculate the predicted change in the
enrollment of lower-income studenté when institutions are provided new levels
of subsidy. The mogel can repregent the relationship of additional costs
ineurred by the institution for the enrollment of‘extra students to alterna- -
tive subsidy proposals to determine the net effect on the institution's

fund balance. The calculation of institutional preferenees tor.enro11ment

of more or less lower-income students can be predicated upon the net. effect
on the jinstitution's fund balance. .In this regard, it is assumed that
instttutions seek to remain financially viable; that is, that the insti- '
tution sets an objective to maintain a certain-net operating balance after
all expenses have been incurredland funds received to? new enrollees. Except
for institutions enrolled to capecity, additional students can generally

be accommodated with only a veny/sma11 or no increase in costs. Institutions
can be expected to demonstrate’a willingness to enroll students until the
cost of the 1ast or "nth,? student is equal to the revenue received by

this student. Presumab]y, the 1nst1tut1on will even enroll students that
cost more than the expected increase in revenues at the margin so long as

the institution can'sti]]lachieve a net cash balance greater than or equal

Q 'ero.
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The national Dianniné model represents the decision-making process--the
preferences--of institutions by four major considerations.~These considerations--
or ca]cQ]ations--incorporate a preferehce for a given mix of students by
course level, a ratio of students to facu]t&, a space standard and a mix of
faculty. For the nth--or last--student admitted, the institution would
calculate the impact that_thé nth student has on the student mix, the
student faculty ratio and the institution's desired space standard. If a
change in costs is required (for exémp]e, hiring an extra faculty member to
méintain the student-faculty ratio and the mix of fa;u]ty by rank), then
the institdtion detefmines the nth student;s impact on the fund‘ba1ance. If
the desired fund balance can be achieved with the enrollment of the nth--or
Tast--studént; the student will be admitted; if the enroliment of the nth
student requires the institution to reduce the fund balance below the

~desired level, the student would not be admitted.

When a subsidy is provided for existing enrollment levels or added subsidies
can be received for increasing enrollments, the institution‘s calculation

of the net effect en the desired cash balance can be represented by the

- model and a determination of the expeéted chdnge, if any, in enrollments

can be predicted. Institutional subsidies can take thé form of capitation
or headcount gfants, grants based upon the number of graduates of the
institution or éubsidies that are based upon the number of students enrolled

who qualify or receive federal student aid funds.

Relationships Among Funding Sources

The financing model may include assumptions on how the many sources of funds
available to the institution react tc each other when one increases or s
_ , )

_decreases its relative share. For example, the model may consider the

response of a state to its f%nancia1 obligation when the federal government

Q

91
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“elects to provide capitation grants to institutions. Or, the model may
explain the response of the state government when a pub]ic.institution
faces an fncréase in enroliment due to a new federa] student aid program.
The response of the state government when the institution loses enrollment
due to increase in tompetitive forces from other institutions rece{ving new

‘higher levels of support can also be represer ed.

Other interrelationships of funding sources could include the response of
statéé to a fedéra] incentive grant program or the response of private
donors when state support for private colleges is introduced. Private
support may be 1nf1ﬁenced in yet anothef way; changes in state and federal
taxing policies, which permit deductions of tuition payménts or a repeal
of the exempfions of educational donations from taxation, can affect
support for institutions. These could also be considered by a financing

model as alternative policies facing governmental agencies.

The capability of financing models to consider these possibilities is

1imited at the present time by the availability of adequate data.

Other Considerations

In addition to the above concepts that‘represent the ihterre]ationships of
student, institutional and governmehfé] processes, the financing model can
make assumptions regarding the pool of students that will bé,affected by
1nstjtutionai'and government p&]iciés and the manner in whiéh decisions

are made to éward new funding levels of student financial aid.

Enroliment Pool o .
“The numbekfof students that can be influenced by changes in financial poiicies
is determined in part by the definition of the enrollment pool reached by

finéncia] proposals. The pool of potentia1 students is often defined to

-

0. 9
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include only newly graduating high school seniors who will be first time

postsecondary students if they choose to attend; it may be enlarged to
include an examination of effects on veterans, older persons and those

L

who attend part time as well as full time.

- Financing po]iciés afe often studied in terms of their results several years
into the future. The way in which the mode1;ca]cu1étes the number of
students enrolled in future years is an assumption made by the mode]. The
model may make a projection on futdre enrollments based upon enrd]Tment
rates in past years or on the basic assumptions regardihg the size of the
enrollment pool--derived from available information on changes in the

birth rate, size .of the higﬁ school graduating‘c1ass and other sources

,of potential students.

Financial Need Basis for Student Aid Distribution

The model requires assumptions on how new fedeké] aid dollars will be
distributed to the pool of potential enrollees. The need basis normally
* takes the form of an equation which makes need eligibility a function of
income and inétitution price, but it can be so elaborate as to inc]u@e a
"table of épecified levels of eligibility for each income level and insti-
/tution§1 price. The criteria by which aid is distributed will indicate
/lnot only those students eligible for aid under a new Tevel of state or

. federal spending but the amountlof aid. This is important in an §ttempt
to detprmine the net price faéedaby the student in electing whether to

attend'co11ege and which institution to choose.

In Figure 4%, the size of the student aid grant is determined by the family

income and the institution's charges. If desired, student aid eligibility

Vo .
\ .

*National Cbmmission on the Financing of Postsecondary Education. " A Framework
for Analyzing Postsecondary Financing Policies!' Staff report by Daryl E.

Carlson, James Farmer and George Weathersby, (Washington, D.C.: May 1974.)
Q /
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'.cou1d be predicated upon other factors as well--student achievement, for
example. The discussion of need distribution concepts in Part IV points

out that there are other ways of modeling the distribution of student. aid
funds. FEach model can interpret the same basic assumption--in this 1nstance,‘
student aid distribution based upon ne?d--with the use of different criteria.

As is noted in Part IV, RAND—Munde]\studied the distribution practices

of institutions and could not derive any consistent set of criteria by

which institutions allocate assistance.
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* PART ITI: DESCRIPTION OF THE FINANCING MODELS

In this section each of the models will be de%cribed, including an'exp1anation

of which concepts are incorporated and how they are employed.

National Planning Model of the National Center for Higher Education Management

W

+ Systems (NCHEMS) ' B

ThebNCHEMS'rationa1 planning model was conceived to cq;sider a broad range
of policy matters, including the questioﬁ of access. ;Measures of insti-
tutional viability in the face of possible declining enrb]]ments, insti-
tutional qua]ity'and accessibility are the sferting,peints for the more
comprehensive effort. Uith the full model, it’is/exnected that federal

. policymakers will be able to consider the 1nte;re1atienships and, hence;

the trade-offs among a1ternative federa1vpd1icies toward higher education.

The logic of the model sihu]taneous{y/eonsiders the deejsions faced py
“institutions and students. Once the institutions have.determined their

~ tuition and enrollment pd]icieséygseé upon their mix of objectives, students
are able to calculate fhe desirébi]ity and probability of their own
attendance given their range of options. The preferences of students aqﬁ

institutiqons are then matched to determine enrollments by institutional

classificatiomy net fund balances and space avei]abi]ity.
_ : . i

The moqe1 describes the objéétfves of institutionsktheough a‘series of
_equationéjthat};tate the institutions' goals, incfuding‘desired.stUdent—
facuTEy‘retib, faculty and student mix, institutional fund sources and

expected fund balances.’

Demapd by students is expressed as a probability of attendance by student-

group--with given family incomes, aptitude, etc. for each institutional

7

-
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sector; with its given price; and as a representation of institutional

,qua]ity;-the average SAT score of the student body.

At this time, the model is in use by.the U.S. Office of Education to
.examine alternative financihg po]ic{esl Data for usélin the'mode1'have

; been collected from many sources, including rgpresentations of student
_behévior onm the Miller-Radner work and instétutiOna1 information from
the'Highg; Educationngnera] Informatidn Survey of the National Center

for Educational Statistics.

NCHEMS is gurrent1y working in cooperation with four states g\\ﬂaxslop a
second mode] speciifically designed to meet the needs of scate Jevel analysis
'qf;f1nanc1ng alternatives. The states are Maryland, Colorado, Massachusetts
and Micﬁigan. These states were choéen'in order to ensure the model's
vcapgbi1ity to accommodate a .wide range of higher education éystéms,

regional _differences and student types.

. Potential users of the model interested in examining federal Tevel fihéhcing
policies are not required to collect data fo;\the model as these are already
prepared by the aufhors of the model. Users néed only put into the model

the a]ternatives to be considered. The estimated cost of examining a financing
alternative, including costs of bringing*the mode] into operation on a

computer facility, is,absut $20. - . ‘f

i
!

RAND-Munde1 _ S
The RAND-Mundel effort, "An Empirical Inve&&igation'of Factors Which Influence
College Going Behavior," forecasts student Fesponse to college location,

. tuition and academic competency re]ative'to‘the institution choices

available.

9
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The model's logic ig\described by the authors as fo]]owg:_ "The student's
decision problem is dgcomposed into three'succéssive stages: For every
available college, a Jepision on whether to commuté or to live on campus

’if that college is finally choﬁen; choice of the best-college available,
given the residency decision; a decision on whether to enrd]] at this

best co]]éée or not at all. The residency chdicevis‘detekmined by home-
to-college distance, family income and other variables. The choice among’
co]]egéé is affected by ... tuifﬁon,‘FPOm and board chargés, average student
abi]ity; field breadth and per student revenues; stuqent attributes inc]dde
family inéome,.abi1ity and home-to—coilege q%stance. The enrollment decision
is determined by attractiveness of the fbest”lco11ége alternative, parental

education, student sex and family income."*

b

Concepts used in the model are student response to price and to geographical
commuting distance. The model does not consider potential policies that
could affect. the institution's fund balance, maniﬁﬁ]ation of the institu-

~tion's objectives or incumbent costs.

| The model.calculates a utility received by fhe student %or each characteristic
and -concept incorporated in the model. The utilities can be negative in the

[ .case of the price faced by the student or positive in the case of the
student'S'aptitude-ana the quality of the institution. The negaﬁive and
positive utilities are summed to arrive at a net uti]ity~f0f each institution

‘alternative faced by the student. A probability of attending each institution
type for a given student takes into consideration the best noncollegiate

alternative available to the student. The alternative yielding the highest

~ *Meir G. Kohn, Charles F. Manski and David S. Mundel, "An Empirical
! kInvestigation of Factors Which Influence College Going Behavior " The
RAND Corporation, to be published.
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net utility--the highest probability--determines the institution that the
student is most likely to attend.
RAND- Munde] has incorporated many student character1st1cs that are not
used by the other mode]s - While al1l 'three mode]s der1ve their assumptions
on student behavior from the 1967 ITtinois SCOPE data, RAND Mundel made
further analysis of that data to derive understand1ngs on the importance
of parenta1 education, dormitory capac1ty,.the academ1c standards of the

1nst1tution, breadth of offerings and room and board costs.

One” f1nd1ng of. the RAND-Mundetl study is that students do not perceive changes
in room and board costs charged by 1nst1tut1ons to be as 1mportant as

changes in tuition charges. The authors explain that students consider the

price of room and boérd to represent‘the quality of life afforded resident
students. This is éonsidered a positive characteristic to students and,
hence, higher costs associated with room/and board do not elicit as negative
a react1on as high tuition. Th1s holds especially true for the h1ghest-
income students, who RAND-Mundel show actually increase their part1c1pat16n

~at institutions where room and board are increased in price.

The model's authors are currently preparing a modification of the model to
examine‘financing a]tennatives in the state of Florida. Data coT]etted by
the state for the 1971-1972 school year are being analyzed to develop the

necessary relationships for student behavior.

The cost of analyzing the data from which the original relationships of
student behavior were derived was estimated to be about $400 to $600. Oncé
the coefficients to represent student behavioral processes have been derived,
the cost of running the model to examine the enrollment probabilities for a
student facing chaﬁcgs among jnstitution quality, cost and distance is

about $10. o
ic 9
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National Comm1ss1on on the F1nanc1ng of Postsecondary Education (NCFPE)

The national commission staff developed a model that perm1ts analysis of
a1ternat1ve financing policies channe]ed through students. Because the
model does not make assumptions regard1nq 1nst1tut1ona1 objectives or
behavior, the nat1ona1 commission model is not equipped to compare po11c1es ,
that call for direct institutional subsidies with policies that use student
aid aé a means of supporting higher education objectives of state and

federé] governments. The model studieé the effects on en?o]]ment by income
Qrouping and institutional sector in terms of how students respond to

chanoes in price (tuition) and changes in resources (student aid grants).

The model is capable of perm1tt1nq po11cy alternatives,to be expressed in
terms of grants or loan programs a1med at students with spec1f1ed fam11y
incomes and maximum need eligibility. The model uses data on base enroll-

ments from the National Center for Educatiopal Statistics' predictions to .198Z.

- The model has been used to evaluate many financing schemes, including eight
"more commonly discussed alternatives described in the national commission's
final report. The model provides. outcomes in terms of enrollments by income

grouping,. institutional sector and cost of various programs.

At the present time, the model is in use by at Teast one state, I]Tinois,
with updated information of student'responses to changes in price. Documenta-
tion for the model for potential users is included in a publicly available-

national commission staff report, ‘A Framework for Ana]yzigg,Postéecondarx

~Education Financing Policies. The estimated cost of running the model

16y
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\ .
to analyze .one policy alternative is in the range of $5-$10.* Potential

|

“users can opérate the modeT on their own computer equipment ‘or can take

advantage of IBM's Time-Sharing Option (TS0).

*Daryl E. Carlton, James Fafmer and George B. Weathersby, A Framework for
. Analyzing Postsecondary Education Financing Policies, (Washington, D.C.:
'U.S. Government Printing Office, May 1974. p. 185).

Lo | 101 o ;

!
1




L

95

~ PART IV: COMPARISON OF THE CONCEPTS USED IN THE MODELS

In Part III it was noted that each model made use of a different.
combinatidn'of the concepts thgt had been éfp]aiﬁed_previous1y; Insthis : .
section, the models will be discussed in terms 6f how thé ﬁoncepfs were
intefpreted by the mode]s'with comparisons to highlight the similarities

;-

and distinctioné.A

Student Price Response

Thé thfee finantihé*ﬁaag1s de??&e:their assumntions reéardihg student
response to pricé from the same\qqta source, a longitudinal study of
: studghts conducted by SCOPE.*H The study traced ranQOm1y selected students'
-activities over a period of years. In fhis manner, a gtudent‘pou]d be

—_—

followed from one year to the next in an attemot to determine any common

patterns of activities. Potential difficulties in use of data from 1967
to predict student responses ip the mid-1970s have Seen recognized. Several
" federal student aid programs have emerged since the time of the original
data collection .effort and incréased attention has been given to preparation
‘and enrollment of 1ower-income énd disadvantaged students. _Thistmay Have
somé impact on perceptions not (fcognized at tﬁektihe of the 1ohgitudina]
study. However, these possible deficiencies are not aftribufab]e to the
cépabiiities of -the ﬁode1ing technique but to the collection of the
. necessary information and the organization of information on students into

a usable format.

The national commission's financing framework calculates student response to

price .for three student incomeyleye1s. For each of the three income levels,

.

" *School fo>C011ege:_ Opportunﬁfies for Postsecondary Fducation, the Center for
Research and Development in Higher Education, Universjty of California, Berkeley.
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the price response is differentiated for seven classifications of institutions-
~and each income level's price response is further weighted to reflect the

distribution of student aptitude.

-t

NCHEMS

Thezhationa]’rﬂanning mcdel of NCHEMS computes the probability of student
'attendance based upon instituttona] price, as does the NCFPE framework.

In addition, the national planning mode] recognizes differences in student

\‘ab111ty as measured by SAT score and d1fferences in 1nst1tut1ona1 average

SAT forfenro11ed students.

RAND-Mundel | | S -
The RAND-Mundel modelAmakes separate ca]cuiaticns'of student responsg for
price changes and other environmental‘inf1uences such as institutional
quality, student ab111ty, geographical distance, parental education,

. diversity of proqram offer1ngs, average 1nstruct1ona1 costs and percentage
of reS1dent students "~ The model calculates a un1que weight for each of
these factors rather than comb1n1ng them into a single nrice resooese :

coefficient. The sum of the we1ghts attached to the factors is a measure

of the utility gained by the college choice for each student. The level -

of utility thus ca]cu]ated from the sum of the considerations yields a

probability of co]iege attendance and the characteristics of the college

~type most 1ike1y chosen. .

While all three cf the mode1s~acknoQ1edge the direct respoﬁse of students
to changes in price, the national commissﬁoe makes one further calculation::
an estimation of the relative changes in the attractiveness of other
institutional tyces when one type changes its price. The model thus

_recognizes the interrelationship of the choices" faced by the students.

104
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When the price of a two-year public institution increases, not only does
this choice‘bécome less desirable, bﬁt the relative attractiveness of other
a]ternativesAban increase. This cross-effect, called.the cross-elasticity

~of demand, is calculated in the national commission Model.

Institutional Fund Balance

The models deal with the use of institutional fund baiance in different

manners.
. | / |
~The national commission model assumes that increases inAinstitgtiona1 costs
geneQatéd by'growing enrol Iments w%]] be met by increases in the relative
‘ contributions of private, state and fedefa] funding sources. Deckeasing‘
| enrollments are assumed to lead to, average unit cost’decreaggé in total
budget needs. In'this &ay{ the commiséion model tends to overestimate

institutionai needs with enrollment jntrgases and to overestimate the

institution's capability to decrease costs when enro]]ments’dec]ine.

The mational p]ann1ng model of NCHEMS computes a net cash ba]ance based on.
| the costs incurred by the institutions from the1r activities and reJ;nues
}rom private student, state and federal sources. The net cash balance is
calculated separately for each institutional séctor, given the specific
assumptions about institutional objectives and sources of funds when

énro]]ments change. -

In a study of’factors that contribute to institutional cost increases, it

was found that federal a1d does have an overall effect upon 1nst1tut1ona1 |
't

decisions to change tuition price. The Cost of College II prepared under

Y
k4

contract by Columbia Associates for the U.S. Office of Education, estimates
that federal funds limited price increases to $67 for-each $100 considered

- necessary by the institution.

104 S




. - - - 98
Distribution of Federal and State Student Aid Funds

Each model makes different assumptions regard{ng how institutions and fuhding
agencies distributé student aid funds. ﬁAND-Mundel studied the distribution
prE%ices of institutions to determine the chtors that lead to a decision

to provide aésiétance to a student. Based uﬁon its- findings, RAND-Mundel C
suggest that it is not possib]e to draw operable generalizations from the
practices of institutions distributing student aid funds. The authors argue
- that "Among the possible causes of this result are: (1) general data

inadequacies, {2) lack of a good specification of the aid distribution process and

(3) the'possibility that colleges may have acted capriciously.”

The national commiséipn model made a straightforwafd assumption of student
;eligibility for student aid programs based upon the cost of the institution's
'tuitioh, the student's family income and any restrictions.placed by the
granting agency on maximum income eligibility. This calculation ddés not
exactly Fepresent the actual process of need determination perforhed by
institutions or the national agencies, American Co]lege Testing~Service and

. the College Scholarship Service of the College Entrance Examination Board,
but it does provide an approximation useful for determining the distribution

. by income group of expected recipients of aid programs.

The natibna1‘p1anning model prototype assumes that all potehtia] new sfdﬁents
are also eligible for new student financiéﬁ aid. This‘is recognized as

a shortcoming by the model's authors. They state: "The current version of
the prototype qpp]ieé student aid to all potentﬁa] students and the modifi-
cation would obviously move the model closer toward current student aid
policy." The effect of apb]ying new student aid funds to all new students

is to undereétiméte the amount received by Tower-income students and.to

overestimate the eligibility of middle- and upper-income students. The

| 105
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The consequence is that the model overestimates the price faced by lower-
income students and thus underestimates the-impact that aid programs have

on lower-income students facing college decisions.

Enro]]ment Assumptions

The nationa] commission mode] takes enro]]ment prOJections from the Mational
Center for Educationai Statistics as the base for each of the planning years '
from 1972 to 1982 Changes from current tuition levels and student aid
pelicies are ca]cu]ated to affect the baseiine enro]]ments For exampie, |
NCFPE projected that “the enrollment of lower- income students in 1980

wou]d go up by some 6 per cent if a:federal student aid program was .
»impiemented with an average grant to Tower- income students equa] to $200

in excess of tuition increases. An example is .given i Part ITI.

\
The national planning'modeT‘dbes not| use baseline enro]]ments to calculate
“the effects of financing poiicies over time. Rather, continuing students
' are projected as a percentage of eaéh pnéor year's enrollments. These
caicu]ations are performed as part of the institution's decision-making

process. ' -

¢ Recall that in the national planning model, the institution undertakes a -
‘series of decisionsbregarding‘student faculty ratios, student mix and space
requirements to determine the number of new students that can be accepted
~or must be accepteq to maintain the financiai\paiance-of the institution.
One of thesefcaicuiations(is—a determination of the number of graduating -
students and the number lost through attrition. The remainder are assumed
- to be continuing students. The pIenning model then calculates thevnumber;
of new students entering each,institutionai,secter based upon a series ‘

of considerations that include the student's family inconie, student

10s
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aptitude, institution costs and the averaqe ability of students in each
institutional sector. A joint probability is derived and 1ncorporates
the considerations from above to determine the d1str1but1on of student

enrollments among the institutional sectors.
The RAND-Munde].modeT/hakes no assumption regarding baseline enrollments.

Enrollments are determined by the probability of enrollment for a group

of pdtentia] students with given characteristics mu]tio]ied-by the number
of potential studehts .in the group. The user hust specify the number of
students for each grouping (e.gk;~students with given income ranges,
pérenta] education; distahée from}home to college, income, etc.) for the
model to predict enrollments basep upoh the probabilities attached to each

of the student characteristics.

'Summarx

Each of the models is geared to study different aspects of the very complex

questions're1ated to the financing of postse;ondary educatioh The RAND-

Mundel qode] is equipped to examine the effect of distance on student

_cho1ce, th.s js most helpful to state pTanners determ1n1ng where to situate

' new 1nst1tut1ons The national P]ann1ng model nrototype attempts to .

represent the decision making concerns of institutions and aids in uncover-

. ing responses thatican be expected when additional revenues are made avail-

able. This is important to federal planners in evaluating effective ways

of channeling federal funds to achieve implementation of federal poTic{es.

The national commission financing analysis framework aids in the analysis
of the impact that state and federal support programs can have on student

emr‘o]]mentsi~

Q I | h lU(
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The natiOna1'p1anﬁing model .permits the user to consider,pd1icy alternatives

ofher than expanding enrollments. To thé-extent_that impaét-on institutional
viabi]ify and quality can be represented by changes in the net fund balance
and the studeht-facu]ty mix, the national planning rlodel aids the user in
understanding‘fhese considerations.. Neither of _the other models considers

aspects of changes-in institutional quality or fund balance.

By virtue of the national commission's computation of need analysis and
the capability -of the planner to place restrictions on eligibility for the
federa]ror state student aid funds, this model has. advantages when examining

_ A :
student aid g]ternatives.

A summary of\the conceﬁts and assumptjons of‘the three models is presented

in Figure 5. .
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PART V: USE OF THE FINANCING MODELS

Examp1es of the potent1a] use of the f1nanc1nq models are presented in this
section. The examples given are by no means intended to nresent an exhaustive
1ist ‘'of the possibilities. Rather, these examp]es illustrate the data
'requiremyg.s and .the ‘outputs that the user can expect fop a particular

type of use;
/

| While all three of the models are capable of examining a]ternatiye financing
policies of the federal government, each model has unique capabilities that
make it especially helpful fpp other kinds of analysis. Examination of the
—response of higher education institutions to changes in student aid programs
or institutioha] subsfdies can be undertaken with use of the nationé] planning
' model of NCHEMs. The RAND-Mundel model isAunique1y capable of expTainﬁhg
the relationship of a pew coi]ege 1pcation‘and the fesu]ting commuting
.ﬂdistance to the probability of. increasing the rate of partitipatiop by
~ lower-income students. The RAND-Mundé] model is also capable df‘assisting
" institutions to predict expected changes in the response of the single
, co]]ége's enrollment pool when tpe college makes a policy change in the
priority of distribution of siudent aid funds or phanges e]igibiiﬁty

requirements for admission. R ' : \

s

The capabi]ity to predict in advance of actual commitments of funds or
structura] changes in 1nst1tut1ona1 policies can fac111tate the deNe]opment
of the a]ternat1ve that will best meet the objectives of the po11fymakers

‘ N\
What would happen if state support for h1gher education over 1asf year's

!

- amount were,de11vered through students instead of through the }Pst1tut1ons?

LN s
112
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- Model Choice: National Commission (The.RANL-Mundel and national Planning
’ models mav alsn he used with different information reauirements.)

~ Information Requirements:
Student enrollments by institution sector and income
Baseline enrollments

Resulting increases in institution charges

Calculations of the Model:

For each income group, calculate the response to a higher tuition

rate at the public institutions and it will calculate the potential

shift in enrollments among the public sectors and across to the
- private colleges.

Calculate the amount of'eligibf1ity for new student aid by income
~ group.

’mTCa1cu1até the enrollment of students by sector by income group,

Results and Findings:
Determine the impact on tofa] enrollments by institutional sector,
including the impdct on private sector of changes in the relative
costs of the public institutions. ’

Determine the impact of enrollment of students by income group.

Determine the distribution of enrollments of Students by income.
" group among the institutional sectors.

Py
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PART VI: USES OF THE MODELS

What are the conséquences of building a new community college?
Model .Choice: RAND-Mundel "
Information Réqpirements:

How'1arge isbthe potential enrollment pool?

What colleges are already within a given (e.g., 200 miles) distance
of the proposed site?

What will be charges, scope of -offerings and level of support given
the instructional program?

Ca{\ﬁﬂations of the Model:

)

Ca]cu]ate the attractiveness to potential studepts of the proposed ,
co]]eqe according to the prox1m1ty of the 1ocat1on.

\

alculate the attractiveness of the proposed site relative to
ready ex1st1ng co]]eges . .

Ca]cu]ate the tota] number of studéents from the enrollment pool who
would attend w1th the proposed college in addition to existing !
~colleges.

L4

~ Results and Findings of the Ca]cu]ations'

Determine how the new~co11ege w111 affect attendance at existing
- colleges. ‘

- Determine the number of add1t1ona1 students that woudd attend
college as a result of the additional co]]ege

114
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PART VII: USES OF THE MODELS

How wou]d‘private.institutions use state subsidies?

Model Choce: National Planning Model

Information Requirementﬁ:

Institutional objectives: data on ratios of faculty to students,
costs and enro]]ments

Ca]cu]ationsdof the ﬁ del:
Calculate the us%s of the added funds to the existing revenue sources.

Calculate the neéessaryktuition rate for the expected number\of
~students. : ' .
Calculate actual studént'response, by income level, to the chan&g

in price. ’

= \
Calculate the institutional sector fund balance with additional \\

fund source. e

Results and Findings: ‘ | . !

Determine the impact”on‘fihancia1 viability of the independeht
sector as a result of public subsidies.

Determine the change in enro]]menfs as a result of public subsidies.

N

"
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SUMMARY .

Attempts to model financial aid and enrollments have a long history. Early
attempts projected the unmet need of students attending"institutions without
adequate'funding; mode1s‘were expanded to project the amount that would be

: requ1red to meet the needs of e11g1b1e students that were not attending.
More recent mode]s have 1ncorporated recent soc1o psycho]og1ca1 economic
1ongitudina1 studies of students and consider the response of students to

changing economic, academic and environmental conditions. By monitoring

the bhehavior of students ouer_time, longitudinal studies can reveal predicted
,patterns of responses to isolated changes in finance-related circumstances.

The models have stimulated student response byvinc1uding such results of _ .
. longitudinal research as price response, decisions with geographica1 a]terna—

tives and response to aoademic quality. They have also delineated unique ’

responses of many sub-groups of students according to sex, ethnicity, income,

parenta1 education, academic ability and achievement;,

"While-student response has been mode1ed acoording to empirical'findfngs, the
response of 1nst1tutlons to chang1ng econom1c and env1ronmenta1 conditions
Femains a specu]at1ve venture. One study has est1mated the response of

! 1nst1tut1ons to federa] support but these findings have.not found their
| way into the mode]ing efforts.of planning mode1s.. Only one p]ann1ng model,

: N ‘
\ that of NCHEMS, has attempted to presume the important features that determine

-\the response of institutions to p]ann1nq a]ternat1ves Even this model
dmits to intuitive Judgments about the nature of the goa1s .of institutions

. and the relative weights attached to policy var1ab]es.

C A] \of the models are 11m1ted to prOJect1ng the enro]1ment’of students

based upon changes in financing patterns " None cons1ders changes in
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" academic quality resulting from deficits or newly found sources of institutional

funds.

~ The student response coefficients of the equations'for the enrollments
sd]icited by new, different financing schemes are based upon longitudinal

v

studies that followed students in a higher education climate far removed
from current student perspectives'and sophistication. The”extent of
familiarity with aid programs was not included in the SCOPE survey data.
Special programs for lower-income and d1sadvantaged students were unheard

.of at the time of SCOPE yet now near]y every co]]ege campus in the nat1on

‘makes-prOV1s1on for_these students with special program offerings.

The Basic Educational Opportunity Grants program will offer support for up to
one m1111on students this fall through a de11very system unknown in the 1960's,
:or even. the early 1970 s State student aid programs have emerged, since the
beg1nn1ng of the seventqes, to the po1nt that state programs rival federal aid

in many states.

None of the mode]s is capab]e of combining a]] of the features contained
separate]y in the NCHEMS NCFPE or RAND efforts ‘ Of features he]d in _ e
common, the models do not agree’on the we1ghts that should be attached

to student dec1s1on mak1ng;

Foriexample,.the RAND-Munde1 ode1vca1cu1ated a change in the rate 0(,9#
enro]]ment of 1ower-income studentshequa1 to'eight per cent for each

- $100 change in the net price; the sdmi]ar calculation using the national
commission financing'framework'yie1ds,a change in the enrollment rate of v,f.a
1omer;income students of gess than»four per cent for the same $100 change

in the net price. Some of the difﬁerence {n thevpredécted response of

1ower-income students may be attributab1e to the differences in the twn

4
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models 1in representing other student‘behaviora] preceszes The RAND Mundel
model calculates the influence of parental education, the student's commuting
distan : on the probability of enrollment, the student's aptitude and the
student's aptitude reiafive to’ the averaée aDtitude of .students at the
institution under evaluation. The ﬁationa] cbmmission model does not
simi]ariy delineate these influences; hence, the influence of such factors

as parental education and éptitude are unavoidably incorporated in the

calculation of student response to price.

- While the NCFPE model purports to dffer a meéns.for policymakers tb evaluate .

a]ternative financing schemes, the model's designers concede that it does
 not incorporate features to compare student aid programs with institutional

aid programs. The NCHEMS mode1 does considef the béhavior of institutions

by making'assumptions of co]iegiate»goais. However, these are not ;S yét

based on actua]kempirical findings.

fhe RANDeMundei model raises an impoktant question in'the perception of
studentg/regarding increases in living costs which’yield different Sfudent
féspohses than increases in tuition costs. NCHEMS raises an important |
question as to the obJectives of institutions and the extent to which
institutions achieve federa] access objectives through 1nstitutiona1 . _
» subSidies - The national commission raises questions regarding the w;y i o

#in which subsidies should be distributed to maximize enrollment.increases.

T.Deveiopmeni of a model that combines capabilities of all three would be-a_
considerable undertaking but would clearly enhance the quality of tools

available to the user. The RAND-Mundel analysjs of the importance of

parentai education, commuting distance, student ability, instituiion quality; R

~

NCHEMS' .modeling of institution decision making and priorities for.spending

Q ‘. ' 116
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" new funds; and the national commission's capability of manipulation of aid

~program eligibility and computation of needs analysis are significant

analytical tools for use in developing financing policies.
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SECTION IV

With this brief but illustrative set of
sample questions, decisionmakers and educa-
tors have some indication of the possible
questions and concerns. encountered when
considering postsecondary financing plans.
These questions were developed by George B.
“'Weathersby, associate professor at Harvard
University.
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POLICY QUESTIONS ABOUT FINANCING POSTSECONDARY EDUCATION

| (1) ,Whét afe the objectivés to be achieved through programs financing
)pdéfSecohdary education? How Wou]d you know if those objectives
were accomplished? What‘measures would you use? How much of a
measure is enough? What means othér than financiné are’availab1e?
Are alternative means being considered? How will you choose the
most appropriaté_means to'accomp1ish your objectives? How widespread
.;\\ighthe agreement on objectives?' On méasufes?‘ How do you plan to

develop consensus on objectives?

(2) Where is your (state's) postsecondary educational system now? How
much is being spent from all sources, and in what ways? How we]] are
your objectives currently being accomplished? Why do you seek a new

p011cy? What forces will most res1st change? What are the real

Have you tested them to know théy are real and binding?

_(3) How effective are your policy instruments? Do you know what really

happeﬁsyﬁhen you change financing (or other) policies? Who changes
their decisions in response to different finance policies? Students?
~ Administrators? State legislators? rOthers? How would you estimate
the - net effect of impfementfng a ?ew policy before you decide to
imp]emenf the policy? After you ihp]ement tﬁe'po1icy? What are the

alternative policy decisions and  their consequenceé?

(4)' In your situation, what strategy shoutd you use to analyze your
system of postsecondary education? Who should be responsible for
planning and for an overv1ew of postsecondary educat1on? How would

'you use research f1nd1ngs and the results of other nat1ona1 or statc

122

constraints (political, econom1c, demographic, etc.) on your decision?
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studies, in your own situation? How would you siparate questions
bf fact from qJest1ons of Judgment? What brocéss s 1ikely to
provide illumination rather than heat? ’ ’
-~ A o ‘ i
i » -
L}
/ ’
«
{




)

PROGRESS REPORT ON THE NATIONAL DEBATES
~ ABOUT FINANCING POSTSECONDARY EDUCATION:
TEN BASIC ISSUES

. .
A Paper Prepared for Panel Discussion
at the
Women's Caucus in Political Science’
American Political Science Association
Chicago, Illinois
August 30 1974

' Carol Van Alstyne
Coe Chief Economist
' Policy Analysis Service
American Council on Education
Washington, D.C.

Note: This paper by Dr. Van Alstyne is reprinted with
permission, as background material for workshbp
sessions being conducted in connection w1th the
Conference Series, Financing Postsecondary Education:
Policy Development and Decision Making, being coordi-
nated by the Education Commission of the States, in
cozperation with other associations, agencies and
private foundations.

R.F.C.
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Historic debate over the fundamental issue of how we pay for
higher education in this country was launched last year with the
publication of two reports. The first, Higher Education: Who Pays?

Who Benefits? Who Should Pay”, was released by the Carnegie Commis- :
) . " sion om Higher Education in June 1973 and was followed hv a supple~
mental statement. specifically on Tuition in April 1974. The second
The Management and Flnancingfof Colleges, was published by the Com-

mittee-for Economic Development in October l973.1

Both reports are based on the results of major empirical studies.
Each advances a number of recommendations on the organization and
fin:n-ing of higher education. The proposal-=-common to both reports‘
--which has provoked the greatest response--both positive and nega-

tive--reccmmends that 'the annual rates of increase of tuition at

public colleges and universities be accelerated ‘thus shifting a
larger share of the financia1 burden to- students and their families.
Depending on>what expenditures are included in the -educational .
accounts, it is estimated that, on the average, tuition'currently ; .
covers from about one-sixth to one fourth of educational cost. The
Cnrnegie Commi551on recommends ‘that the tuition share be increased

to one-third of the educational cost at the‘ppper division levels

over a ten-year period, while the CED propn é es that the tuition ;
share be increased to one-half, over a five-year period for four-year
colleges and over a ten-year period for two-year colleges. Linked -
with the proposal is the furthef recmnmendation that, aid to low-

- income students be increased to help them overcome the financial

barriers they face in furthering their educatiom. /

I

i

1.’ For- complete citations, see the list of references at 'the
end of this paper. !
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Three independent arguments are used to justify the proposed
tnition increase: » v
1. Increased tuition is seen as.a necessity, because in-
creased revenues from other sources will not be forth-
coming; ‘
2. Increased tuition, combined with;need-based<student‘aid,
will result in a more equitable distribution of public re-
~ sources; '
3. And, in addition, raising tuitions at public colleges
will help private colleges by narrowing the tuition gap,
thereby reducing market competition from public colleges.»
Although the proposed tuition increases are proffered as modest
and incremental in the sense that Lindblom and Dahl explicate

that term, quantltatiVe change at_some point becomes qualitative

‘change. The proposals, if implemented,:would renresent a break with

the historical tradition of low-cost public education which has
evolved over time in this country and which resulted in universal

access to elementary school in the 1920s and 1930s, and to secondary

1-/school in more recent decades.

“The CCHE and CED recommendations regarding tuition and student

. aid triggered debates in educational circles, in congressional com-

‘mittees, in state legislatures, and in the media. This paper attempts

to synthesize the major issues in‘the\debate'and to assess what we

have learned from the discussion so far.
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Access

A starting point in eny discussion of financing higher education ‘
is the issue of access: Who can go to college?‘ In the last twenty
years, the overall college-going rate has increnued enormously, al-
most doubling. But in assessing national progress toward tne goal
of increesed access,'we need to keep in mind two facts: .

l. In spite of almost a decade of need-based student aid.
ptograms,.ineome level still has a profound effect on college atten- -
dance. The education participation.rate of students ftom-families
with incomes over $15,000 ¢£ 53.0 percent, is over three times the
rate for students from families with incomes under”$3{000 of 14.6
percent.A:kctually, the brutal effects'pf low inccme, and all that
goes with it, on educational opportunity are felt even earlier: The
high school graduate rate of students from high-income families is
ten times as great as that for students from 1ow-income families,
as shawn in the detailed table on educational participation rates.

2, Education»participation rates have not been increasing
steadilyovettime; They peaked in 1969, and since then tney have
gone down for every income level, most markedly fnr,middle-income
‘ femilies. The reasons usually offered to explain thietdecline in-
clude (a) the end of the draft, and conéequently of,the neeq>for
young mcn to use higher education 4s a means of deferment; (b) a

revaiuatibn:of the worth of a college education on the part of young
people;'an& (c) dimming emplbyment prospects for college graguates.

‘I would argue that too little attention haa been paid to sharp
" increases in cost as an explanation for the decline. In the five

years since the peak attendance rate, the educational costs for a
tipieal student attending a public four-year college has increased
56 percent, as compared with a 40 percent increase during the preced-
ing fiveryears. But according to Bureau of tne Census figures,
median family incomes increased 21 percer: ’etween 1964 and 1969

and dnly 15 percent between 1969 and 1973. (Median income figures
were $8,579 in 1964, $10,423 in 1969, and $12,050 in 1974.) In
short, it takes a considerably greaten part of a family's income to

"send a child to college today than it did ten years ago.

‘1’2(3
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You may recently have reaa editorials in the ﬁewspape:s or seen
television programs describing.tﬁe piight of the middle-income
student: It is poirted out that, while low-inéomg students receivé
- fipancial assistance and wﬁilé upper-income students can s;ill rely
~on their parents-for financial help, middle~income students are not
'_getting aid from either source and thus are being squeezed out of °
higher education.' However, as Miles Fisher, Executive Director of
‘the National Association for Equal Opportunity in Education remarked
recently,1 we characteristically use the term access in two different
ways, depending on whether we apply it to Iaw-income or to middle-
income students. Middle-income students do have access to low-cost
'institutions but génerally not to high-cost institutions; . we inter-
pret this to mean that they are being "denied access."” In contrast
though low-income students who receive financial aid are in ‘the same
situation (i.e., they have access to low~cost institptions but not to
high-cost ones), wé do not regard this as-denial of access. We have

‘made a hidden value judgment that access to low-cost institutions is

aufficient "access" for low-income students but not for middle-income

ﬁstudents,who have a '"right" (so we. judge) to the "best"--i.e., most
expensive--educatxon.

Access, in the sense of a chance to go to- college, may no longer
be an adequate measure ofvopportunxty. In recent discussions, people
from low;income and minority backgrounds have pressed hard to extend
the concept oE'eQuality of edﬁcati;nal opportunity from mere access
to any institution to choice of an institution and now to capacity

for achievement, with opportunity unrestricted by lack of monéy.

‘Sharp differences persist in the debate over the. most effective

meéhaniSm by which to increase acéess“to higher education.

-

125

e




‘Delivery Mechanisms

The financing debate has become polarized on the issue of de-
- T 1ivery mechanisms, with proponents of direct aid to students oppos-
" ing proponents of aid to institutLons or to students through insti-
tutionally based student aid programs. But despite the vehemence
on bqth»sides,DQhen structured in those terﬁs,ithe issue is grossly
- oversimplified, if not downright false. |
.Some have argued that assistance should be awarded to the
students so that, thrcugh their market choices as consumers, they
can‘induce greater responsiveness to their needs on/theApart of
educational institutions. Responsiveness can be fairly treated
as a separate issue, however. For the moment._iet;us just track the
flow of funds. ' - v ‘ .
- As a step toward quantifying the amounts of assistance to :“ ~
institutions and to students, the Policy Analysis Service at ACE
attempted to identify the sources and use of funds for higher ed- f
ucation;’ It became apnarent immediately that, in reality, .the flows
are cxcles:' Aid to students is used, in part, for tuition; which is
a source of funds for institutions; aid to institutions is used, ‘
in part, to offset tuitions; which helps students pay for education.
The cycle I; depicted in greater detail in the accompanying chart.
To the extent that the semantic labels student aid and .insti-

: tutional aid are arbitrary--not clearly attached to specific sources

and uses ¢f funds--they make much more difficult identification of
the actual flowséof support for education and thus theyhconfuse the
real 1ssues. But so far we have been:willingvto use these terms

in debate over financing higher education. In notable contrast,

such fruitless. debate over labels has been avoided entirely in the
domain, for instance, of housiag assistance--we call it housing
aasistance; we do not call it renter assistance, or buyer assistance,
or builder assistance. If we persisted honestly in labeling govern-
ment assistance according to the primary beneficiaries we might even
have to label some of it banker assistance. If bankers resist
calling special interest allowances on student loans banker assistance

--prefering to characterize the allowances as inducements necessary

© to draw fesources into the student loan market funds which would




~we have. virtually ignored the issue of delivery objectives., In

‘vades every serious discussion of financing alternatives, is an

-

" otherwise command higher rates of return in commercial outlets, that

is,inducements to change behavior which are clearly not "benefits"

~=it still would seem that much "institutional aid" serves entirely /
analogous purposes. Yet we label one type of assistance and not the ‘
other. Why we accept the distinction is, I thinh,lan interesting
political question.

While devoting our attention to the issue of delivery mechanisms,
developing student assistance programs and in calculating need we
have completely confounded those resources to be used for achieving
educationalpobjectives--teaching and learning--with those. to be used '
for social objectives~--affsetting low income that results in large
plrtffrom imperfections inuother~parés of the system. In evaluating -
assistance programs--judging which to keep, which to expand, which
towinaugurater-fwe have been asked to evaluate their effectiveness.
But.we cannot give a simple straightforyard answer to the cricial
question, How much student aid 1is spent for educatiOnal purposes’

The debate over financing would clearly be more productive if we

got past, devisive labels by characteririny all support for education
as "educational assistance" and if we identified much more precisely
what goals are to be accomplished through,ghatfresources, by source,

intermediate channel, and use..

In Opposition to this argument for specificity, some sophis-
ticated political practitioners have observed that action requires
consenaus, which in turn requires intentional lack of precision in

the political process. Political-feasibility, a concern that per-

area of study where- we need- considerable systematic help in order

to advance the debate on ﬁinancing_still further.




Equity

Those who advocate increasing tuition at public institutions

 and targeting financial aid to needy students aréue that the current
system is inequitable because avhigher proportion of middle~ and
upper-income families than of lower-income families send their chil-
‘dren to college and, consequently, get a larger share of the benefits.
The proposed changes,'they conclude, will createqa more equitable
system.

I would argue that (1) tﬁis*assessqent of the equities in
~current financing mechanisms is incomplete, and (2) the proposed
"reform, far from bringing about a,trulﬁ equitable arrangement,
~would introduce a whole new. set of isgues about equity.

First, to assess the current baLance only in termsvof benefits
, is inadequate in that the- question oi who ‘pays for the. costs of ‘pro- v

~ ucing those benefits is ignored Middle-income and upper-income

families indeed receiye-a disproportionate share of the benefits; but
more complete analysis is 1ike1y to show‘that they also pay a dis~
- proportionate share of the costs.’ Further, the question of equity
does not stop with who benefits and who pays but given the inter-
generational nature of'transferé of resouicesﬁinherent in financing
“education, extends to when peop1e pay. '

A basic quéstion of equity is, In achieving greater income
equality, to what extent should we try ‘to engineer the redistri-
butive effects of the f1nanoing of education, as compared with al-
ternative approaches via federal and state tax structures?

Thus, 1if inequities exist, the choice of remedy is not limited
to raising the price of‘education to the current student generation
(even 1if those increases are offset by incfeaaed aid to lower~income
students) it includes the remedies of‘broadening the participation of
lower-income students in_tne educational system and of drastically \
revising the tax structure to make'ittnore_truly progressive.

Second, the proposed "solution'" is not a simple straightforward
move in the direction of greater-equity. Rather, it introduces /

another whole set of equity issues. Recent evaluations of the effects
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of new student aid programs have brought to ﬂight new concerns--

, some fundamental, some less so but still conéequenttal. Let me
illustrate by raising a few of the questions pf equ ty to which we

have become sensitized in the last year: \

1. Student aid entitlements based omn néed are calculated by
suibstra cting from educati onal costs an expected family contribution,
’ which is a functionlof family income, assets, additional employment
expenses of familieL with more than one worker ﬂn the labor force,
numbers of siblings, and unusual expenses. But thch family should
be considered in calculating the expected family contribution. In
- the past, the easy presumption was, of course,! { the parental family,
and contribution rates were assessed according to parental family
% income, except where the student was independent of the parental
family. Higher contributien rates are assessed against independent
students, even though student family income ﬁay be low or zero.
'Horeover, though a dependent student's earnings from employment are
not necessarily included as part of the parental family income in
calculating expected family contribution, the earnings of the in--
dependent student are considered part of the student family income.
The criteria for determining whether a student is independent have . ,
S been set down in detail: Has the student lived at_home for more

than two heeﬁs at any time during the previous two years? Has the

student been claimed,as a tax deduction by the parents? Now, however,
it is possible that, to qualif& for student aid, even affluent fam-
ilies will manipulate the situation so that their'college—age chil-

dren can claim independent status. How will the administrator of a
T‘ need-based program find a simple and equitable way to distinguish
iegitimate from illegitimate claims of independence and consequent
entitlement tn assistance?

’ 2. The child of affluent parents is denied aid, but the
parents-~perhaps because they believe in the value of self-sufficiency
or because of other reasons--may not provide the support officially
expected. Can the student then claim aid on the grounds of inde-
pendent status? If the$rules are applies stringently, probably not

in most cases. Can the student press & claim for support against the
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parents? The law has not yet been tested; but if the,student is an

Vadult,tlnd given that the parents, in reverse circumstances, -could

- not force education on their adult offspring, there again, prob-

-

ably not.
«  Such students would be faced with higher tuition, no outside,
and no parental support. The alternative is lelf-support from em-
ployment. But consider: Employed students pay taxes on the income
they use to support themselves in'college--an equitable arrangement
in relation to those similarly employed who do not chose to go to -
.school, but an inequitable one in relation to those who have grants
on which they pay no income taxes.

3. At an even finer grid of detail, equity requires consider-
ation not only of relative income but of relative assets. What is
equitable hetween, say, a skilled worker nith a high income and ; low
aasets, and a farmer with low income and high assets? Doee it

matter, from the point of view of fairness, whether assets are

: liquid or 11l1iquid? Whether they are,for instance, in a mutual

fund or in a house?

4. Let us add a time dimension, a dimension narticularly
relevant to the loan component of:an aid package. Currently loan
subsidies (in the form of deferred repayment of ntincipal or de-
ferred interest, or lower interest) are awarded on the basis of
current family income, but equity requires that we should consider:
ability to repay the loan which is a function of the stuﬂent 8
future income. Very probably many students from middle-income
families who study, for instance, social science will end up re-.
paying the full cost of the loan out of a.low income, whereas many
students from a low-income families who, for example, study medicine
will ré%ay a wuch smaller amount on a partially subsidized lean out
of a much higher income.

Such questions of fundhmentaiieqqity in the current and the
proposed financing mechanisms are endemic. We could probably arrive 1&;
at‘aeceptable consensus about either system.' I simply want to under-
score that the advocates of increased tuition offset with need-based

student aid do not have all the arguments for equity on their side.
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Strength of the Private Sector

Financial crisis has hit the private ins;itutionsrparticularly
hard.ﬁwln the five years after 1967-68, which marks the start of a
period of sustained crisie more than 100 private institutions closed
their doors. The rate of clog}ng~dropped considerably in 1972 and
1973,: but it continued to include both four-year and two-year schools.
The private share of total enrollment has continued to deéline from
30 peréent in 1967-68 to 23 percent five years later. Private ‘tui-
tion continue to be thrust upward by costs., The dollar gap in tui-

tion, between the pfivate and tﬁe publ&c gchools increased from
| approximately $1,000 to $1,500.1 )

Discussion of the appropfiate responses to the plight of the
_institutions in the private“sector has evolved'rapidly in the last
year or so. Originally, spokesmen from the priv(ée sector pressed
. publicly for increases in public tuitions to reduce price competi-
tion from the low Cuitioﬂ schools--thus the opening‘volleys in the
debate pitted the private schools and the public schools against
‘each other as adversaries. State#men in the educatién,world from
both the brivate and the public dom%in began to see this poﬁture as ¢
destructive and began to argue persuasively. for policies-of financing
predicated on shared destiny. oEducationai associ&tionﬁ of both pri-
vate and public schools began to take official pbsitions opposing
raising tuitions in the public schools as a means of assisting the
brivatg schools, thereby reconfirmingApoa;tiona in favor of low
’tuition~and comnitting them to search for more direct approiches.to
support of private higher education, extending c?;sidération both to

" assistance channeled to the institutions or to theg students. Con-

siderable activity was stimulated to secure support for the'pribate ,
schools from state resources based on intellectual arguments about
tﬁe values of preserving and eﬁhancing educational diversiéy in this'
country, and cost-based arguments that it voul& be cheaper to support
students in private schools than to expand delic faciliEles.z

The original debate had first been carried on in national terms

with very little assimilation of the fact diversity amdng the fifty

135
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states in the role of the private sector. The data shows that the
ptoportion of private enrollment of total enrollment ranges from
almost 60 percent in Massachusetts to zero in Wyoming. *échool en-
rollment is; of course;.generally concentrated where population is
concentrated, but the concentration of privote enrollment is even

greater. Two states, Massachusetts and New York, account for one-

. qudrter of all private enrollment. Adding the four states of

‘P.nnlylvnnia,'California, Illinois and Ohio, the six states
cccount for over one-half of total:private enrollment. Tneoe
ooservations brought into ouestion”a national policy of increasing
‘tuition at ‘public schools to help the private schools.a It ‘makes
little sense to ‘argue that we should raise tuitions at pﬁblic f
schools in Wyoming to help out private institutions in ssachusetts,
If the proposol were reconstituted as o.proposal‘toraizz tuition in

public schools in states where there was a strong private sector, we
B ‘ .

would find ourselves in a morass wheré the cost to the student at a

public school depended on the fortuity of the presence of the private

schools 1n the same state which would be hard to 1 st*f from a national

- . 7

standpoint. 1 \

Thus, consideration of the issue has shifted from a nationol
policy, considering both public and private sources of revenue, to
examination of federal approaches, recognizing the vast diversity "
among the "states. : '
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Affirmative Action : '

Progress of women in higher education has been painfully slow,
lnd uneven., Women now constitute 2 smaller share of the ltud=nta1
and faculty2 than they did forty-five years ago. Women otudents
receive relatively fewer grants, loans, fellowship and teaching
assistantships than do the men students.3 Additionnlly, mnen held
three times the number of professorships in 1972-73 than women
held.4 The greater the level of academic or administrative re-
sponsibility, the rerer is the preaence of women in higher educa-
ti.on.5 . . -

Economists, in general, elaborating theories of human capitll,
search for the cause of and solutions to the problems’ of discrimina-
tion largely in terms of the characteristics of the women rather
than in the characteristics of society. 1In recognition of the need
to overcome barriers of this limited perception of discrimination,
leaders of the women's movement are beginning to push far beyond
affirmative action conceived primarily in terms of enforcement of
Executive Acts and equal opportunity 1egislation6.to‘raising funda-
mental questions about the social and economic' system itself.,

Women in education are taising questions, for instence,vabout:

--the relationship between education and the choice of life styles

--or education as preparation for social change.

Ann Scott, Associate Executive Director of the Anerican Acsoci-
ation for Higher Education has posed the cnallenge as to 'whether
higher education will take a 1eadership role in the process of
x\recycling women into society, in developing entirely new areas of
qulgxmentffof’ﬁomen and men, and in cushioning the shocks to the
system of absorbing vast increases in women's labor force participa-
tion." éhe envisions’the ""possibilities of the universities creating
laboratories to predict, influence, and serve tne inevitable, funda-
mental changes that will occur in the social system."

Affirmative action may be of genuine benefit to men as well as

" women. For example, in the academic sphere, enforcement of the

Equal Pay Act stimulated a large number of salary surveys on indivi-
dual .campuses--invariably, they found substantial differentials, on

C187 )
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:Q; average, between men and women staff members, that were not
explained away by differentials in degrees held, quality of their
educational background, publication rate, teaching ability, or
longevity in boaition. a

But beyond the differentials by sex, these studies developed
evidence that, overall, across the system of academic salary sd-
ministration, for men as well as for women, the relationship within
departments, between stated determinants of pay within departments
and actual pay is very weak 2 Thus review of academic salaries
may very well be in order for men as well as fbor women.

The connections between the rate of progre 8 of the'affirmative
action front and financial conditions In higher \education are direct.
Currently at many institutions confronted with financial stringency
und near-term prospects of slower growth of enrollment from regular
college-age groups, greater balance by sex and race in employment
must be achieved, not by hiring for additional positions, but by
hiring forrexistlng jobs,

It has been argued that progress in affirmative action has not '
been very rapid because there are not "qualified" women and minorities
available for consideration. Therefore, affirmative action must
operate not only on the demand side but on the supply side of the
labor market, 8 While this may be appropriate for some highly

specialized jobs--large numbers of somen seeking few jobs available
have helped create the conditions conducive to the wage differentials

- women 2now suffer.
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Inflation

Inflation has wrecked a devastating toll in higher education’
first erpding the financial . position of institutions, faculty, and
students. Costs to institutions of producing educational services
have recently risen considerably faster than the general price
level, 1 But colleges and universities, as non-profit institutions,

are less adapted to .coping with rapid cost increases than the profit-
oriented firms in the industrial sectorf Tuition prices and charges
. for room and board are set by colleges in advance of the academic
yelr for publication in bulletins and for calculating entitlements
to student aid; and state appropriations for education may be tied
to a two-year legislative cycle. Planning and budgeting on the basis
of historical rates of cost increase leaves 1nstitutions totally
unable to cope with rapid upsurges in costs.. Tultion levels are
not easily changed in mid-year; the state legislatures may not even
be in session to consider a request for supplementary appropria-
tions to cover short falls resulting from inflation. This is in con-
trast with’the profit sector which in general can make price and
output changes more quickly to cover unexpected increases in pro-
duction costs,. -

Though faculty salaries constitute a large component of the
rising costs to institutions of'producing educational services,
paradoxically; salaries have not risen in the last years ag fast as
‘the rate of consumer price increase~-which has reduced the real -
dollar purchasing power of faculty salaries,2 as shown in the ac-
companying chart.‘ o ‘ ) .

At the sametime, costs to students of college (including tuition,
room, board, books and supplies, and transportation) have risen
sharply, more tain forty percent, since the introduction of the need-
based student aid programs. Tne students' cost increases have not
been offset by commensurate increases in student aid. In fact,
ltaking into account the impact of inflation and the broadening of
eligibility for student aid programs to those enrolled in the non-

collegiate sector of post-secondary education, the real value of per
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student awards of student aid went down_each year from the late 1960s
to 1972. | -

Consequently, at initial levels of underfund}ng,-the-new Basic Grants
program did not effectively infuse increased amounts of student

~ aid into the financ1a1 system but merely/ estored the situation of

1970, several years earlier. /

Since the cost increases have not/been*accompanied by commen-
surate increases in’'student assistance, a greater share of the cost
burden nas been;shifted to students,who have been forced to finance
the inflationary surcharge by going into heavier debt. “

The crusﬁ»of national economit inflation has léft colleges and
universitiee in heightened financial straits, faculty members with
decreased ‘purchasing power and students in deeper debt.

Th¢ overall impact of inflation has been to shift the.shares of
finaneing. 'Future discussion of how to deal with inflation should,
1 would argue, be based on the premise that each source of revenue,
the size of which is determined initially on program-related ra-
tionale, should bear a proportionate share of the burden of infla-
tion--and that inflation should not be used as ‘an occasion to shift

cost shares, particularly not to students.

14y



: 17 .
Federal-State Relations

Fram‘a national point of Qiew, vesting primary reeponsiﬁility
with the states for the support of higher education results in per-
eiltance of the vagt differentials among the states in the provision
of educational opportunity to thereople depending on where they live.
On the other hand, imposition of national standards and redistri-’
bution of resources among the states ia‘strongly resisted by the
states whicn would benefit least. .

States differ substantially in their participation rate in fed-
erel educational programs. Perversely,lfrom the'atandpoint of
equalizing opportunity, the high income states have the highest
pet student avaras of financial assistance.

It is poesible that in some instances the state allocation
formulas. under whieh existing student aid funds are distributed
operate toienlhrge rather than to redgce the disnaraties in education-
al opportunities among states. It would be anbopportune time to
determine whether the disparities are fewer under the new Basic Grants
program where the assistance i8 provided directly to the student
" on the basis of entitlement as compared with the pattesrns of aseis-
tance under the allocation formulas of the 1nptitutiona11y-baaed
programs. But llttle serious attempt had been made to identify
and deal explicitl with the state or regional impacts of national
educetional progr or federal/state relations until the Education
Amendments of 19724

The Education Amendments of 1972 wmarked a clear chanse in
federal policy with respect to the role of states and sztate agencies
in the administration of higher education’ programs.

Prior to these amendments, Higher Edhcation Act programs de-
fined several ways in which states were to be involved in federal
programs: ' . '

For example. In administration of categorical programs,
each of the following programs has a requirement for formation of
a state planning body as a prerequisite for receipt of federal
progrlm'grants: o ) ‘ .

‘Iitle I - Community Service and Continuing Education

X
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Title VI - Undergraduate Instructional Equipment
Title'VII,,pArt - Undergraduate Academic Facilities Qrants
. The institutional-based student aid programs (EOG, CWS, NDSL)
each contained allotment formulas which include consideration for
differences among states with respect to‘population,.enrollment,
children from low-income families, etc. » —
number of states also had state student loan programs in-
tegrated with the Federal Guaranteed Student Loan Program.

In general, however, the Higher Education Act of 1965 lacked
any clear indication of a federal/state partnership in the carrying
out of national policy with respect to finanCing postsecondary ed-
ucation. To a large extent, existing programs were administrated
on an institutional/federal basis. _ J

Stimilated in part by the Education Commission of the States,
the associated organizations, the State Higher Education Executive
Offices, and the National Governors Conference, Congress. enacted

.legislation amending the Higher Education Act of 1965 to enhance
the role of the states. States were enabled to set up postsecondary
planning commissions to plan and coordinate activity within the
states. Modest federal support was authorized but not funded for
¢stablishing the Commissions; : v

Section 1202 and related provisions evolved from a general
CongressiOnal feeling that:

-~ states should be given incentives for and
be encouraged to undertake comprehensive
planning for all of postsecondary education
and that this palmning should be accomp-
lished with direct participation not only

of the general public, but all postsecondary
e€ducation, )

-

- the federal government'should encourage states
" to build bridges betweer and among ''seg-
mental" planning efforts. ,

- that, where possible, administration of

federal programs at the state level should

be consolidated.

The Governor of each state was permitted to designate either an

existing agency or create a new one to per form the planning functions.
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E.rly efforts to develop regulations for implementation of 1202 State
Commission by the USOE were greeted with a storm of controversy stemming
prinarily from the fear that these pommissiona might force significant- changes
ia the coordination and governance of postsecondary education in many states.
The "broadly and equitably representative provision threatened to force many
states to change the composition of existing ‘boards or to designate new agencies
/which might then become new layers of bureaucracy. The situation was further
complicated by the virtual lack of a clear indication of Gongressional intent:
Section 1202 had emerged from the Conference Committee without having been
subject to debate, a scrutiny normally accorded major legislative innovations.-
In”fact, hearings were never held on the Commissions.

The educational institutions were extremely apprehensive~-preferring
to deal directly. with the federal agencies rather than with a newly created -
bureaucratic layer. The public institutions were concerned about the poasible
requirementa of sharing budget resources with the private schools, and the four
year schools were concerned about encroachments of the two year community
colleges and vocational and technical schools in the postsecondary system.

Congress, in authorizing the Commissions, originally envisioned that the
federal government would have a leadership role. But the Administration
became’ concerned that the planners coordinating the education programs at the

state level would become,advocates of them at the federal level, thus creating

additional_pressure groups to lobby at the precise time the Administration
sought to consolidate and/or eliminate some of the categorical programs,
In ‘March 1973 the Administration indefinitely postponed implementing
the 1202 State Commissions claiming that since the categorical programs
related to the Commissions were not included in the.President's budget,

there was no need for the Commissions. Indirectly, the controversy sur-

rounding earlyfimplementation'of'the program may well have had something to
do with the decision. : '

But then when the President signed into law the appropriations for fiscal
year 1974 for the Departments of_Labor and Health, Education, and Welfare, a -
commitment‘was made to proceed with implementation. On March 1, 1974,

‘ Fducation Commissioner Ottina invited the Governor to designate or establish
1202 State Commissions to become eligible -for funding under Section ‘1203 -
Comprehensive Planning. . E%rty-four state s,the District of Columbia and

several territories responded and therefore shared in the dlstributlon of the

approximately $1 million available for this program.

o | 14
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Size of the Higher Educati onal Sector

One of the most fundamental of all issues relating to the finan-»"
cing of higher education, is, What is the optimal, or most appro-
'priate, size of the higher education sector? A corollary question is,

- Wko in a society such as ours should decide, and on what basis? It
is an issue closely connected to the issue of access.s” - ‘,

Much of the pressure to raise tuitions emanates from those
who.assert,'explicitly or implicitly, that the higher educational
sector is too large, that marginal institutions are wasteful and
unresponsive, that marginal faculty could better be eﬁployed else~
where, and that marginal students ares'simply delaying entry into

| productive‘employment. Tuition levels.far below full costs, in the
private as well as the public sector,‘are seen as distorting students'
choices and resulting in overeducation of.particular people, an
enlarged educational sector, and inefficient allocation of 1imited
national resources. The view is, in summary, that higher education
isrturning out more educated people than the econamic system can
absorb. ,f' ' »

But we should be wary of accepting'that view. Determining the
appropriate size for higher education by reference to the economic

- system's capacity for absorption’is a Procrustean procedure. If,
when the Morrill Act was under consideration in the early{1860s, em-
ployers had been polled about their capacity to absorb a more highly
educatedllabor force, they would probably have looked at the jobs
they had and’declared that no more than an eighth-grade education
was required and our state university and land-grant college sys=

- tem might never have developed. The basic problem with tying fore- .
casts of educational needs to the economy 1is that generally the fore-~
casts are based on static assumptions; but labor force requirements
are very much a function of technology and of the aspirations that
people have for the quality of thelr lives--and educatlon influences
both of these in an extraordinarily dynamic way. For instance, N
forecasts of demand for teachers--and consequently of demand for

teacher education, are based on the assumption that the ratio of
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ltudents to teachers will remain unchanged. But currently that ratio -

. 1s ome teacher for every 24 pupils.1 A commitment to the goal of
\iowering national average pupil =-teacher ratio would drastically
af{:ct proJections of oversupply or undersupply of teacher education.
or

a four-day work week would have on'edqcational requirements. From
~ the middle of the nineteenth century to the mid-thirties, the average
'work week declined from about 50 to 60 hours to about 40 hours. Over

»

onsider, as another example, what implications a national move to

the last four decades, the basic work week has remained relatively
ltlblc, though the annual work time has decreased slightly because

. of more paid holidays and longer vacations, But suppose that we as
a nation decided. to take more of our productivity-gains in time

- rather than in money. Again, such a decision would drastically
affect predictions of manpower supply and demand.

We need not only to improve our forecasting technology but

: aisolto ask the hard question of how we use this information. 1If
we must take the risk of being wrong, then surely, as a matter oEA
values, we mightvprefer to err on the side of too much, rather than

too little, education.
R 3
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Higher Education Among Nationmal Priorities

3

Federal budget outlays for education and training at all levels

increased spectacularly from 1964 to 1968. 1In those three short

years, expenditures more\than tripled--from under $2 billion to
over $6 billion. ‘
Since 1968, however, the growth rate of spending for these
functions has fallen to about\half of what it was during the preceding
four years. Typically,.increas s in expenditures for“new social

programs Slow to longer-term and ‘more sustainable growth rates after
an initial period of rapid'expanai n as they reach increasing
proportions of eligible populations.\ In this case, however .a
lignificant part of the slowdown is attributable to the topping-off
of federal outlays for h1gher education while outlays for other
educational sectors and for manpower training programs continued to.
increase. As the accompanying chart and table indicate, federal
outlays for higher education have increased comparitively little

since 1968, despite the national commitment to broader access for

low-income students, despite the growth in total enrollment, and

despite inflation and higher tuitions.
In 1967, the annual outlays for manpower training and employ-
ment service and for higher education were roughly the same level:

just over $1 billion. Six years later, spending for manpower train-.

" ing and employment serv1ce has risen ro $3 3 billion, whereas spend-

ing for Wigher education has inched ‘up to only $l 5 billion.
This comparison does not mean to 1mply that, in establishing the
place of higher education among our national ‘priorities, we should

accept a forced trade-off in our federal budget: between expenditures

for higher education and other sectors of education or between educa- . -

tion and manpower training. It does suggest that we should be aware
of the relationships within the federal education, budget, ‘and between
education and»other sectors.' Another question that we need to con-
sider 1s, If major resources are with drawn from higher education,
into what alternative activities will they be channeled7 Welfare
ptogtams? Farm subs1d1es?l Secret stockp111ng of m111tary arms?.
Development of the SST? We\night, as a nation, want to consider

that a.l 8 percent decrease in the outlays for defense spending in
the 1972 federal budget would provide funds equivalent to a 100 per-

cent increase in the level of federal support for higher education.

) " 14v
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The Usefulness of Policy Analysis

bAnllyses of the issues in financiné‘higher education have been
perfotmed chiefly by economists,’or at 1east by analyats using economic
terms: costs, cost-pricing, benefits, effectiveness, productivity,

optimum allocations, trade-offs, market shares. One egregious
' lhoftcoming of such analysis 1is the active inference that the policy
conclusions flow, more or less ineiorably, from\the underlying analysis.
But they do not. They flow through an intermediary black box of per-
sonal and societal values which have a political dimension.

The recent history of economics as a'}ield,of study is charac-
‘terized by itsjinVssion of other disciplines. In the &anguard of
the exﬁansionist‘activity is a particular subset of economists who
are distinguished by the intensity of their commitment to market ex-
planations of, and soiutions to, social as well as economic-problems.‘
It is time that other disciplines--particularly political science,
psycholoéy and sociology staged a'counterinvasion’to illumine the
extent to which the premises of economic analysis are vsiue-laden.

The next phase in the national debate on financing higher educa-
tion should expand openly and eiplicitly into the bolitical domain. ,We
must give more attention to political motivations and processes,
to questions of how effectively education interests are represented, v
how‘constituencies are formed, what the politics of educational
budgeting are; and, finally, we must take a hard look at the nature

of the society we have, and we must decide on the. kind of society ‘

we hope to have--all political questions.
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AMERICAN ASSOCIATION OF UNIVERSITY PROFESSORS

A
X fhere are few unbiased observers of the curr;ﬁt scene in American postsecondarj
edhcation Nhile some might suggest that the confusion of confiicting educational
priorities neéds to be untang]ed most would undoubted]y agree that questions
" related to the financing @f postsecondary education should be promptly and
thoroughly aired and that viable andvcdhstructive proposa]s for both short-

and long-term action should now be formulated.

. The severai reports, inciuding that of the National Commission on the‘Financing
~of Postsecondary Education, w1th which those of.us in postsecondary education
have been concerned during the past few years, have provided usefu] recommenda-

: tio"s and analytical mode]s Theyyrefiect the basic research which proves SO

‘ necessary in the formu]ation of education poiicy In some cases, they make
strong recommendations for improvements in on-going programsvoremodes of admin-

istration: In others, they propose basic reform - We welcome these reports

whiie ‘at the same time agreeing or disagreeing with them on specific proposals.

l o
| ) .
'\The American Association of ‘University Professors (AAUP) believes that the

\current debate over the sources of funds for postsecondary education is part

of the Targer issue of the priority assigned to postsecondary education. THAt

priority appears to rise for decline in'mercuriai-fashion accordino to the exi- -
gencies of the mOnentﬂ In the post-Sputnik era, higher education was at the
top of the list of nationai priorities By the 1970s, however, it has fa]]en
sharp]y in the wake of the heavy costs ot war grow1ng inflation ‘and a deciining
economy. Thus, while the need for postsecondary education»is'as‘great now as
it wasbin the'1960s; the allocation of nationa]iresougces has been substantiai]y

revised. Postsecondary educa*ion has been‘dropped to a reiativeiy Tow priority.
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As a result, the projected funds that—it will require to carry out its responsi-

bilities in the remaining half of this decade do not appear to be adequate.

ﬁe recognize the?ﬁbtentia] for economic diséster which currently‘confrpnts us.

In a period of worSeﬁing inf]atidn and incrgasingrscarcity, there are those who

argue for. substantial overall réductions in the public and private funding of

postsecondary education. Not on1y do we reject this positfon, but we warn of

its tragic imp]ications. The social and economic impact upon our society of an
- undertrained, underemployed and underutilized generation would have long-term

negative consequences.

Thus, tne American Association of University Professors believes that the first
and most urgent matter of concern to our national, state and local governmental

leadership should be the renewal of the high priority assigned previously to

- postsecondary educatioh; That renewed briority can be expreséed in terms rele-
vant to the current needs of this nation. "The deep-rooted societal .crisis
that we are experiencing can belreso1ved,"‘%ccording to former national AAUP
President Walter Adams ot.Michigan State University, "if at all, not by a cut-
back in the supply of trained intelligence and humanistic understanding, but by
the immediate mobilization of all the research resources at our command as well
‘as the accelerated recruitment and education of the intellectual talent our
pluralistic sog%ety can offer." We agree with Profe§§0r Adams that this is the
time for "a comprehensive investment program in human capital, utilizing the
‘best intellectual resocurces of this nation." Its purpose is "to train a new
breed of person and'to search for new forms of know]e&ge to assure man's sur-
vi?a] in a comp]ek]y interdependent scciety and an inextricably interdepeﬁdent

world." - ‘ h -
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The second ﬁatter of cohcern, we believe, is the reallocation of national re-
sources in order that the new and urgent high priority for postsecondary education
be effectively imb]emented. As a nation we have estab]ished certain desirab]é
goals. Wé are committed to a goal of equal opportunity for all citizeﬁs. In
postsecpndary education, students fro% low-income families érg encouraged to
further their education beyond high school, assisted by grants ana loans. But
the funds made available to these programs are grossly inadequate. Beginning
with the states in the early nineteenth century and the federal government in

f 1862, there has been a national commitment to provide free or lTow-cost pub]it

' higher edUcation. But today fhe sharply fising costs of education at public’
institutions endanger that principle established over 100 years ago. Our
“nat%dna1 commitment to public higher education has given us a sympathetic under-
standing of the significant role which private institutions play in our plural-
71stic society. Thus, in the reallocation of national resources, students and

_ their institutions require primary consideration.

Our position concerning assistance to students is premised on the conviction

that no qualified person should be denied a college or university education

solely because of financial reasons. We applauded the introduction of the

entitlement principle in the Education Amendments of 1972. In recent years,
special attention has been devoted to those grant and loan programs which are
gesigned to assist students from low-income families. But a broader perspective
has led us to urge that both Qovernment and the community of higher education

consider seriously the creation of a program of universal support for students

in higher education patterned after the GI Bill of Rights.

We believe that at the present time the highest priority should be assigned

specifically to the student assistance programs administered by both the federal
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and state governments At almost all levels of government they are designed to
help us move quickly toward the des1rab1e goals of equal educational opportun1ty

~ and equal access to courses of study for all academically qualified individuals.

As student ass1stance programs have evolved durlng recent years, there has been

P,

/

1d programs. we be11eve that both programs serve their respect1ve purposes well
ano that both are necessary in order .to provide financial stability for students

as well as the institutions which enro¥ them.

_ Institutional aid should invoIve the essential aspects of the educational p:?gram;
teaching, Yesearch and library resources. Specialized institutions, including
community colleges and deveToping instttutions, and specialized programs,

pinc1oding the,co]]ege Tibrary resources program have'proper1y'required increased

_ attention'in recent years. Along with programs related to the training of health

profess1ona1s, they will require increased funding.

Finally, we believe that there ere two necessary ingredients to the potential
success of any education po]ity:\\(]) the inc]usion of the faculty in the
p1anning and budgetary processes aﬁa\(g) continued: recognition of the financial
and educational integrity of postsecondery-institutions. In 1966 the Américan
Coqnci1 on Education, the Association of Governing Boards, and our association

‘ \
drafted the Statement on Government of Colleges and Universities that firmly

. recognized the tradittona]'princip1e ofushared responsibility in carrying out
the goa]s and purposes of an education 1nst1tut1on In implementing that
pr1nc1p1e facu1t1es actively participate 1n the deve]opment of those policies

which serve to maké institutional programs more-effective. Both public and




s
[

private supporters of postsecondary education have recognized that the most

effective education programs are developed under conditions free from infringe-

s

ments on institutional integrity.

9/20/74
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A REPORT ON THE HIGHLIGHTS OF TIE FIRST CONFERENCE
"HELD IN SAN FRANCISCO

éSeptember 30-October 1, 1974

‘Controller, State of Califofnia; Houston I.‘Flgurnoy, and candidate
for governor, opened thé conference advocating a five-point anti-
inflation program. Flournovy urged:

(1) A three yvear degree program for undergraduates;

(2) greater use of educational television;

(3) better use oflphysicai facilities;

(4) ‘implémeptation of the "c«tended university' concept;

(5) development of reasonable productivity standards for
: faculty and administrators.

Richard deerberg.'frbm the California Department of Finance, reported
in a general session on a survey he had conducted of eight neighboring
states which indicates that state budget officers consider funding for

higher education a relatively low priority.

Speaking on the fiscal health of the federal government, William Robinson,
Congressional Rescarch Council, Library of Congress, ﬁuggested tha; the
most viable source of governméntal fiscal strength is at the state level,
not the federal or locél levels. But state iegislétors Howard Cherry
from Oregon, Leroy Greene from Célifornia and Gordon Sandison from the

state of Washington, did not share his confidence that state level

finances represent such fiscal health.

Several postsecondary institutional presidents called for reassessment

of the relative Dfiority for education. President Stanford Cazier,
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California State Univérsity. Chico, cited the need for improved output
measures thereby enhancing the recassessment brocpsses. Others pointed™
to the many societal and individual accomplishments made possible by

the investments in postsecondary education.

Many éonference participants saw a need for addressing certain public
concerns about postsécondary education, relatiVe to financing. Such
concerns included accountability issues, greater educational oppoftunity
for gll potential postsecondary consumers and improved assessment
'téchniques and information bases in order that better iudgments might

be rendered in the decision making processes relative to postsecondary

financing. : ‘ : ¢
. €
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A REPORT ON THE HIGHLIGHTS OF THE SECOND CONFERENCE
HELD AT THE UNIVERSITY OF NOTRE DAME CAMPUS

October 4-October S, 1974

Coengressman John Brademas, Indiana urged the development of ﬁofg rational
béses for analyzing policies for financing postsecondary education. He -
citgd the report of the National Commig;iqn on the Financing of Post-
secondary Eduéafion as stimulating searching dialogue for more rational
bases, viewingbit‘as an important first step. Heﬁencouraged the conference
participants to build upon .the work of the Natidhal,Commission, the Carnegie
Commission, the Newman Task Force, the National Boardron Graduaté Edu%ation,
the Committee for Economic Development, and the National Commission on

Nontraditional Study, giving more serious attention to proposals which can

be puf forward and justified.

Edward Gramlich, in his address, raisedAthese questions: ''Given the

rising, or exploding, costs of college éducation, and the falliné relativer,
returns, is it right for state governments to keep fpoiing such a large
fraction of the bill for students from all income classes? Maybe the;e
should be measures to encdurage students to ask themsel{gs whether they
really want this collége education so much?"

- \

Financial aid directors and other workshop participants were_recommending ~/
. funding mechanisms, in terms of student assistance programs which target
grant aid directly to students. There seemed to be consensus that while

~

targeted grants. are most effective in enhancing the national objective of

universal access, insufficient monies continue as a problem area.

o 15%




Some suggested limiting grant assistance only to students at public

' and private postsecondary institutions, excluding the proprietary sector.

Interests were eﬁprcsscd in the use of impro?cd management techniques- and
models for planning purposes; butf current shortcomings were noted.
Seleétedvstafe level financing studies were noted with discussion centefing
on what might improve thévst;te_of the art for such state level studies.‘
However, Harry Yamaguchi, graduate dean at Indiana State University,
cautioned the conferces about secmingly simple solutions‘which might

appéar to provide for mare efficient and effective ways for ”managing” -
postsecandary education. He‘cited thevcomplexities of the management
structure from the localized, or dcpartmental level to the ;tatcwide

and, in some instances, to the national ievel, with varying_lcvels in

between. Many participants seemed to agree.
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A REPORT ON THE HIGHLIGHTS OF THE THIRD CONFERENCE
HELD IN DENVER
October 30-October 21, 1974“

l\\ i
. . . by

_ Douglas Jones, an economist with the Congressioﬂal Research Division,
L1brary of Congress, observed that ‘eetting priorities" has\taken on

a new connotatlon. It\st111 1mp11es selectlon of maJor d1rect10ns or
programs, but "setting priorities' has mdved from primarily a mgnagerlal
and 2011t1ca1 concept to pr1mar11y the econom1c one of fiscal queeze.
At the same time, he noted that the public is asklng harder quest;pns

. about goverhment programs and reeuiring measures of perfdrmance an%

tougher evaluations to see if program objectives are in fact being met.

Ben Lawrence, Director of the National Center for Higher Education’ ,
Management Systems, observed however, that educators have not only failed
to take the tlme to toot the1r own horn, but have not even tr1ed to

measure many of the good effects that postsecondary educatlon has on

individual students and on the nation.

Workshop participants debated and reviewed strategies and alternatives
for developing pqstsecondari financing policies, sensitive to emerging

‘

“economic constraints and increased public scrutiny. Development of more
rational approaches for presenting, justifying and defehding postsecondary
i‘education éolicies ahd accomplishments'was seen as a first prierit& for
education leaders, according to state legislators, state‘budget;personnei
and other state leaders in attendance. 3
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A REPORT ON THE HIGHLIGHTS OF THE FOURTH CONFERENCE
HELD IN'ATLANTA, GEORGIA

* November 18-November 19, 1974

Economist Kenneth Quindry, in reporting on the fiscal capacity of \
governments to suppoft,pubiic services, noted that most tax structures

that support postsecondary education are either regressive, or, at

! "

bést, mildly progressive; Tne result is that low-income taxpayers
contribute a greater share of their disposable incnme either as taxes

to support postsecondary.education or as fee§ to support their dependents

7 in colleges and universities. Moreover, the percentage of college age
citiz;ns in the low income groups who attendlinstitutions of postsecondafyn
education is less than that in‘middle and high income\éroups. Taxes

per disPosable income sunporting each student is evén more unevenly
distributed than are the family taxes as a percentage of disposgble

income. More equitable.financing is needed, he concluded.

Milés Fishef, in discussing the impactS'of financing policies and the
absénce of adequate and complete follow;tnrough; obseryed the following:
”Ever? advocate of equal educational oppoftunity with access, choice and
_achievement must speak to the issues for this may be our 'last opportunity'’
to modify the direction of some deep seated trends éhat will consign blacks;
minorities and other low socioeconomic populations to npnessential
 posi;ions on the periphery of.the mainstream of nhese United States

I - t
" without the ability, resources, insight, foresight or fortitude to summon

their limited resources to address the relevant problems and issues.'

(over)
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'Iésues discussed in the Wofkshop Sessions included:

e How can éhe need for good institutional management
and leadership best be met,ufor exgmple, for
sharing resources with other‘institutions, using
available resources to‘best advanfage, fostering

- ' retention insfead of expansioﬁ of thé student
.population, apd for promoting reliance on state
rather than federalufu?ds?;.

o . : : ¢ To what extent is institutional aid required

-

to provide for compensatory services, as opposed

to student aid? K

e To what extent does student aid foster unethical
recruitment practices and what can or -should be

done about them?

e What methods of accounfability céq state governmeﬁfs
(including legislatures)'use to decide on which
- institutions and programs to support, for example
indicators of educatioJal quality and comparative

data on cost per student?

bases of postsecondary:education.

",
.
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