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INTRODUCTION

After the passage of Proposition 13 in June 1978, legislators and
officials of public higher education in California suddenly were
confronted with a radically different budget-making process. The
traditional funding formulas were altered and funding was reduced
sharply. The University of California announced that increases in
student fees would be considered for 1978-79 if General Fund support
from the State were curtailed severely. The Legislative Analyst
briefly considered introducing a proposal to raise student charges
by $l00 a year at the California State University and Colleges.tc
partially offset budget cuts, but then dismissed the idea. Convinced
that the State's long tradition of tuition-free, low-cost publid
higher education should not be abandoned hastily or without careful
consideration of all the implications of such a c¢hange, the Director
of the Postsecondary Education Commission supported efforts to avoid
increases in st'uent charcss for 1978-79. In a letter to the
Legislature's Conferenc' C.mmittee on the Budget, he argued:

Increased student charges must be considered as one of
several possible sources of additional funding for the
long-range financing of postsecondary education. Such
charges, however, are certain to cause substartial
enroliment shifts and greater demands for student aid.
The impact on access and the intersegmental consequences
of such changes should be studied carefvlly prior to
adoption of any such increase. 1/

The Legislature subseguently adopted budget control language to dis-
courage any unilateral increases in student charges for 1978-79. In
response, University of California President David S. Saxon
annouanced in September, "By postponements in hiring, by curtailing
some activities and by the use of these very limited reserve funds,-
we can avoid imposing tuition or an increase in the Educational Fee
during 1978-79." 2/ However, he left open the possibility of changes
the next year. The Board of Trustees of the California State
University and Colleges unanimously approved a resolutiom in
November 1978 stating their philosophical opposition to tuition.
They urged that sufficient financial support be provided te maintain
adequate access to and the quality of education within the State
University system 'so as to make the imposition of tuition
unnecessary." 3/ The Community College Chancellor's Task Force on
Finance began an investigation of various levels of student charges
for that system. Each segment, however, appears to be proceeding
independently to develop its own plans. Yet, if modifications
initiated by cne are adopted, they are likely to have a profound
impact on the other segments too. Indeed, the decisions reached by
segmental governing boards and the Legislature will undoubtedly have

e



a large impact on the State and its system nf public higher education
for years to come.

The Education Code charges the Commission with a general responsi-
bility to examine "the impact of various types and levels of student
charges on studeats and on postsecondary educational programs and
institutions” as a part of its ou-going pl¢nning efforta. Currently,
Commission staff is examining a number of critical issues in higher
education, including the issue of student charges. This report is an
outgrowth of these etforts. It is based on the belief that a broad,
intersegwental perspective is essential for a thorough and balanced
analysis of the complex issue of student charges. The report first
examines the basic issues associated with student charges and the
financing of public higher education. It then uses the Commission's
data base and develops models to assess the impact of student charges
on undergraduate enrollment in the different segments, on revenues,
on student aid needs., and on access to postsecondary edaqftion.

This report is designed to provide Commissioners with a complete pic-
ture of the complex aud controversial issue of student charges. It
attempts to promote understanding rather tnan a particular point of
view. Consequently, 1t neither offers nor constitutes a policy
recommendation.
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CHAPTER 1
COSTS AND BENEFITS OF PUBLIC HIGHER EDUCATION

The value of education to the individnal and to¢ society has long been
accepted as a basic article of faith by mast Californians and led te
the creation of a vast, well-fioanced public school aystem.
Moreover, the desire tc make bhigher education democratically
accessible and the recogoition of society's nead for educated and
trained pexsonnel were central considerations underlying the passage
of the Morrill Land Graot Act by Congress in 1862, and the decision
in this State six years later to establish the University of
California. From modest begianings in the late 1860s, the University
has developed into a nine-campus system with 127,881 students in
1578. The California State University and Colleges traces its origin
tack to the same era, yer 1t is now an impressive nineteen-campus
system educating 306,175 students. The idea of public juanior
tolleges did not originate in Califorpmia, but the modern community
college first developed here. California‘s current 106 Comsunjity
Colleges provide postsecondary educational opportunities to amore
than 1.1 million studeats and remain national leaders in their field.

Considered as a whole, California‘’s three-tiered system of public
higher education represents a singular social s&nd cultursl
achievement. It has become the most widely respected apnd iwmitated
model for public hrgher aducation in the nation. The magnitude of
this educational enterprise and its fundiang have led to pericdic
public dibates and to reexsminations of its bepefits and costs.
Attention has often centered on economic and financial
considerations, although social and cultural considerations are no
less important. That economic and financial aspects of the issue are
most susceptible to measursment partially accounts for the emphas:s
they have received, but the rising costs of public higher education,
the competing claims on limited tax resources, and the tax burden
have also led students, taxpayers, and their representatives Lo
demand evidence that they are getting their money's worth. Of
course, not all the benefits higher education provides to the
individual or society can be measured, and those that can be
quantified are not necessarily the most important. Nevertheless,
the question of public and private benefits deserves serious
attentioca, and wost of these bepefits can be described, even though
not all of them can be measured precisely.

PUBLIC BENEFIIS OF HIGHER EDUCATION

Higher education benefits California in at least four ways:
e\‘

ecounomically, socially, poli.ically, and culturally. Clearly, these
are interdepepdent rather than mutually excliusive categories because



- - N N N N N ~ FO ~ P O

higher education 13 1nextricably woven nto the entire fabric of our
increasingly complex urban-iadustrial secrety  Yet, by exsmining
the influence of education on sach area gepsrately, its ovarall
smport:nce cen be more readily understood.

In a state that was s8till predominaantly agricultural ian the
nineteenth century, coantaioing relatively few wesithy tamilies and
tar tewer members ot the middle class than today, publir higher
rdutalion provided an opportunity for further education to the
celatively small aumbar of sons and daughters of farmers and
shupkeepers who completed secondary school. [t was argued that a
system of low-cost, public higher aducation would coatribute to
falifornia’s aconomic growth and deveicpment by “providing a supply
»f educated young people who would become the doctors, lawyers,
teachers, and business leaders peeded i1n a develaping society.” &y
ater, ag i1ndustrialization proceeded, the need to train sufficiant
nusbers of engipeers, scieptists, and techniciang 3lsc became
*evident, and the Universitv and State University again asswped a
central role 1n providing that training.

The lilerature un stonomic development confirms what these carly
falifornians and their heirs understood 1atuitively--the 1acreases in
human capital 13 a critical ingredient io detersining the pace and
character of economic development in an srea. Education, of course,
is the major source of human capirtai. Horzover, the iaveslmedt in
bigher education sifects human caprtal formation and economic
Jevelopment 1n at ieast two ways. First, 1t i3 closely analogoua tu
resource development 1o the most important genses of that term because
higher education 13 a system organiZeda to discaver hugsn taleat asud
te  cultivate and develap 1t Second, through 118 extensive
involvemeat 0 hoth pure and applied vesesr-h, Lhe State's
a:veraities continue to make majur contraburisns to the advancement
ot knowledge. 5/

Tendlay Califormiats t(‘ﬂl}t}l’ﬂ’}’ probably 13 more highly developed and
technologically sophisticated than that of any other state in the
aation. The reason 3¢ many aerospace, electropics, computer, and
research and deveiopmsent firms were tounded or chose te locate wn
California and the reason the State cantinues Lo eajoy Vigoroua
economic growth <au, in large part, be traced directly to the
commanding pregence of the State’s sxtenaive systew of public higher
education and to the rich endowment of human resources that svystem
has heiped to create.

For decades, higher education has been not caly a major coat.ibutur
o sacioeconomic advaace, hut also an integral part of the American
dream of success. Participation in nigher education has enabled
pecple tn rise socially, occupationally., ang fipancially While
this mohility 15 more properly counted amonyg its benefits te the

d
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individual, acueass te higher 2ducation provides importani socia:
henefits  If social vlasses become rigid and the opportunities for
social wobility are Jdenied, wmociety stagnates and becowmes
unproductive. The level of goc.al tension wnd conflict alse tenne to
escalate. But, by tacilitating social sobility, higher sgutation
rnatributes to the contipuing vitality of an open society and thus
provides a fundamentai safsguard for the democratic way of life 6/

Higher aducation proviies other benefite to socirety. Research shows
*hat there :3 far greater individual and sccial stability among the
~allege sdycated, including lower ratves of family inetabilivy,
poverty, unemploymenl, aod crimé, and Far less depeadence on costly
government s0Ci13] asrvices. Jt increasew the tvax revenues that
regult from the higher lifetime =zarnings of college graduates. Also
cired are ipCreases 1o participation in civir affairs and charitabls
organizations. Higher eaducation also contributes to the geaeral
increase 1n the abilaity of catizens To communicates through the
varicus media. ERffective commuaication of iaformation 18 nacessary
tor the operation of a market economy and the ssinvenance of 3

e

peittical demodcracy. 7/

A degovracy demands of ts c1tizens an awarencsss of the ﬁrehlema that
cunfront therr society  Our political wost.tulions are grounded 1m
the belief that the slectorate i1a concerped and 1atelligent ensugh to
wake creasonable, :nformed decimions on meattera of public importance.
Yrt, as the probiems confrocting society and the 1ssuea facing public
wfticraly becnme more and eore complex, the need has incressed for

wors highly aducated and trained public servants OQur colleges and
utiversiliea have provided the trainiug, res2arch, and a2xpertise

apon which modern government derision amaking acredsicgly dependa,

and Thay have bHlayed 1 signiticant rale 1n aducaring those who 'enid
sesitions of pubiis trust

Another beaefit ot higher edutation 1s the more effactive pressr-
vation and sxtension of sur culturz! heritage Lhat 1t makes pors:ible
hy heiping to preserve aad !rauvsmit koowledge w1 the literacy,
artistic  and cultural treasures of the past, higher education
eariches our #sthelic appreciation and understaading Farthermbdre
#% athers have notada,

The vonvergeacs of ali typ”s ol art:8ts, writers,
mugicians, perivrmers apd critiis upon higher education
provides apportunities for 'the] interchange of 1deas and
tor [thei consequent iastructional earichment of each fine
art furm. Higher eaducation increases both the pumber of
amatanr and professional performing art:sis and the nwsber
of penple whe patronize them, while raising both groups to
rver higher  levels  of artistie wk:ld aud sathetls:

€© -y ARA > o
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INUIVIDUAL BENEPYTS OF MIGHER EDUCATION

The most obvigus bensfit to individuslyx that higher educstion
pravides 1s the traiming esveatial for access tao higher paviag,
hagher-atatus jobe As the old ssying goes, “To get a good job, gat a
good edycatien.” Over the years Lhe charscter of work bes changed,
placing ancreasingly >wplex demands oh-wsTRers In 1830, when most
Americans wtill lived 12 rural areps or small UTownz and a pujovity
201l worked 1n agricullure, & “good education” usually consisted of
oopleting elemenatary school, e»xcepl for the {ew who gradusted {rom
migh sthowi =y the sven fewer who wen? on to coliege. T+ that year
snly {our ocut of every ooe hundred young people betweeg the ages of
tourteen and seventeen were earolled in bigh school, and only twe oug
st every oot hundred who were fifteen to nineteen ysars old atteénded
S eRe Today more thaa BS paycant of the couwatry's iocurteep~ to
sevenlegu-year-olds are snrolled 10 high sclMbel, but the possessinn
5 % high achool Jipl:ma 13 no loager the passport to a gdod job It
nas bevoms armitinum reguirement for a decent joh, pot & good coe
{he vomplexity of modern industry has pade a high schoeal »ducation
rasuftizgent for professional and managerial positinas, and nnw
AWMLY qaal T premras jobs are secured by wsilege graduates

-t oenet UL one fashienable ameng human-zap:tal thearists to calculare
the doliar value ot a college diploma over the course nf the
escipient 8 lrfetime Ui course, asome of the i1oceme difierentist
ceuld be aliribuled o jahereat drfferecnoces v andivy jual adbiity
“elween graguates and noagraduates  Also, the gaage of sarniags
WG .o ge graduates was, pevheps, as 3ignilirvant as the fact that
their mean or wadian 1nromas exceeded thoaze of bigh stheel graduates
Wter Allcking et these factarsy, the uncdiaataing Sewnoal ior
Hiwher Fducation #vtimeted is late s 1969 that | on o average, s
citege degres wag ownrth omere uan 300,380 1a sdditisnal earnangs
Sot ot caurse 3oThe gratuale s G letime 3

-~ .

e 0 o vavinp Zf:x:nx Xm0 Ta 3 gl saeattan Tt yveenn n

G e beanan 10 Lhe o Ly An Kennath sy toh abipervad

o the e hand, vhe ibheegee At 3 atiege legree %
tvatably mors than #ver hetors, 3 harrivrr Lo ablainaag une
U saciety s ‘goos" jabs dn wthe ather nand, the jon
market iar ollege graduales 1s less f{avorable thaan 1t
suce wis  LCollege graduates are more pientiful . r=lative
tv the dewmand for them, thsn they were before the late

1960 and the scarningy 26 college gpraduates aovw sxcaed the
~arniags »f aon-gradustles By relatively lasa lhun they
[}

.. Ky AN
whawe Jad . LGS

so ottt Yreeman hay bne acre tnan anvols elad Yo ondvan e L,
rerprer TG cn tw oo ks The Jerlimang B osemic balee
Y =X

-




\
Higher Education and the American Social System, and The Qver-
educated American. He points out that afrar a century of vigorcus
expansion, the '"professional/managerial” share of the work force
leveled off in the- seventies, although the number of college
graduates continued to increase. As a result, he argues, a "large
number of graduates whc entered the market in the 1970s were forcad
into jobs outside the professional and managerial areas," and "many
graduatcs reported that they were employed in positions outside
their fields of study." The decline in employwent oppoertunities for
college graduates led to iower average incomes and a narrowing of the
earnings differential between college graduates and noangraduates.
&dccording to Freeman, tne average salary of g college graduate was 53
perceat mere than that of a high school graduate in 1968 and fell to
only 35 percent more in 13973. From this he concludes that the
propertion of high school graduates who are likely to emroll in
college will decline because for many of them "an investment in
college will not be worthwhile." 11/

Freeman's viewpoint has been publicized widely, but it is flawed in
several important ways. While he used data on the starting salaries
of recent college graduates for his calculations, he failed to cbtain
data on the earnings of recent high school graduates. Instead he
used the average earnings of all full-time (including experienced)
workers as a substitute for the starting salaries of recent high
school graduates, and this is likely to overstate the upward trend in
their earnings.

Secondly, the average earnings of college graduates show a more rapid
anc greater progression during their working lifetime than do those
of high schoel graduates. As a result, the earnings differential
which already favors college graduates normally widens with age.

Further, Leonard A. Lecht observed that the prospect or workers beiag
unemployed decreases as their level of education increases. Freeman
did not adequately take into account the large and apparently
widening gap in unemployment between high school and college
graduates. The unemployment rates for college graduates twenty-four
years of age or under rose from about 2 percent in 1967 to
approximately 6 percent in 1975-76, but the rates for high school
graduates increased from about 6 percent to between 14 and 16 percent
in the same period. Lecht also suggests that college graduates may
be exposed to fewer occupational accidents and illnesses, and be
recipients of more generocus fringe benefits. 12/

In short, while it is clear that a 7.5 percent return on the invest-
ment ia & college education in the early-1970s was lower thanm the 11
to 13 percent return of the 1960s, the evidence shows that for most
graduates it remains a sound investment in strictly finaancial terms.
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Furthermore, although Freeman chooses not to emphasize the point, he .
recognizes, as have Kenneth Deitch and.others, that the narrowed R :
income differéntisl contains a cruel irony for \many high school .
graduates and others who chose not to enroll in higher education. He

observes: L

-

. with a “relative surplus of college graduates,
opportunities for nongraduates to attain white-collar
positions appear *to be diminishing. Between 1969 and "
1974, college-trained personnel became increasingly :
important in several major occupations where high school
workers ' had traditionally predominated: sales and
macagerial work for men, and sales and clerical jobsﬁfor ’
women. Estimates of the possibilities of replacing high \
school workers with college workers as the availability of
the latter increases and their wages decrease suggest that
this pattern will continue into the future. This is not to
say that alternatives to the college route to white collar
jobs do not exist, but merely that the surplus of graduates
is likely to mezke it more difficult for nongraduates to
ccmpete for those jobs than in the past. l}/ S

kY

To focus primarily upon the greater income to be derived from a

college education or the rate of return on investments, moreover, is

to ignore otkar individual benefits of higher education that accrue
directly to the recipient. These include personal enrichment,
hedging against changes in technology that -render certain
occupational skills obsolete, and options regarding life style and
employment that are not as frequently available to the person with .
less education. In 1976, among American youths between the ages of
sixteen and twenty-four who were not in school, 40.0 percent of the
school dropouts and high school graduates were unemployed, compared

to 7.1 percenct of the ,eollege graduates in the same ‘age bracket. In
addition to greater ‘job security, higher income, and a more
satisfying job, the college graduate is alsoc likely to enjoy ''greater
effectiveness as a consumer, grejter ability in allocating time as

well as money, direct enjoyment of the educational process and its
related activities, and lifetime enhancement of cultural and other
experiences." 14/ Although many of the - -ial benefits ard these
seemingly intangible individual benefics canneot be measured
precisely, they are no®ctheless important. - e

Evaluating the benefits and costs of higher education is exceedingly
complex because the benefits of public higher education are not
enjoyed by the same generation that pays the costs. As economist
Joseph Pechman of the Brookings Institution_ observed:

The effect of this _type of intergenerational traasfer
cannot be evaluated bV comparing the discounted benefits



of the futur generation of earuers with Ythe costs
incerred by the present generation ¢f persons who pay the
taxes to create these benefics. 15/

Inatead, the voters aand public officials must decide whether an
investment in higher education is desirable from a social point of
View. This involves balancing the expected public benefits against
the costs. Then if the decision to invest in higher educatica i
continues to be affirmative, as it has been for more than a century !
in California, the¥ must decide how the costs should ts allochted.

»

PUBLIC COSTS OF HIGHER EDUCATION : {\

4 N
Almost twenty years 'age, at the ‘time the 1960 Master Plan*was
formulated, the California Legislature appropriated a total of
approximately $239 wmillion for public higher education including
roughly $120 million for the University of California, $86 million
for the then State Colleges, and $27 milliok.in State aid to the then
junior colleges. 16/ Since thattime the State's system of public
higher education has expanded significantly, tae number of students
has increased dramatically, and the budgets have grown
correspondingly.

: £
For the 1978-79 fiscal year, the Legislature appropriated in the
Budget Act and SB 154, which distributed the State's budget surplus,
a total of approximately $2,409,002,000 for public postsecondary
education. This amoumt included $2,343,976,000 for current
opeyations and $65,026,000 for capital outlay. The funds received by
the three segments were allocated as follows: The University of
California, $767 million\for current operations and $24 million for
capital outlay; the Califprnia State University and Colleges, $691
million for current operations and 324 million for zapital ouilay;
Yud State support for Community Colleges, 5817 million for curreat
operatinns and $15 million for capital outlay. 17/

To place these amounts in their proper perspective several points

must be made. First, while State appropriations for public

postsecondary education increased from approximately $239 million in

1959-60 to about $2.4 billion in 1978-79, the size of the total State

budget increased in the same period from $2.1 billion to roughly

$19.2 billiom, including the State budget surplus allocated in 1978-

79 under the provisions of SB 154.

Second, the amount of money allocated to the ‘three public segments’
has increased greatly since 1959-60, but the proportion of the total
State budget devoted .to their support has increased only slightly--
from 11.2 to 12.2 percent. Table 1, however, reveals that the
proportion of the State budget allocated to the segments for current

RN ;&



| TABLE 1
E
STATE EXPENDITURES ON THE THREE SEGMENTS OF ‘PUBLIC POSTSECONDARY EDUCATION
FOR CURRENT OPERATIONS IN SELECTED YEARS BY AMOUNT AND AS A PERCENTAGE
OF TOTAL STATE EXPENDITURES, 1959-1978

»

Total State Budget University State University Cdm'nunity Colleges
Budget (IrMitlions Current Operations Current Operations Current Cperations -
Year of Dollars) - Anount _Percent ' Amount _ Percent ~ Amount Percent
1959-60 $ 2,085.6 $ 99.4 4.8% $ 54.9 2.6% $ 27.0 1.3%
196061 2,525.4 121.3 4.8 68.5 2.7 - - ”
kL 1969-70 | 4,586.1 329.6 7.2 285.0 6.2 - —
T 1s70-711 4,876.2 137.1 6.9 305.1 6.2 — -
197172 | 4,982.6 337.1 6.8 318.7 6.4 - - A
1974-75 10,276.5 514.6 5.0 - 481.5 4.7 . 353.6 3.4
1975-76 11,452.4 585.5 5.1 538.0 4.7 414.3 3.6
1976-77 12,631.7 683.7 5.4 | 604.8 4.9 464.5 3.7
1977-78 15,014.0 737.5 4.9 5}2.5 4.5 544.0 3.6 | }
1978-79. $19,200.01 $767.0 4.0% $691.0 \ 3.6% $817.0 4.3%

x

1. Total State expenditures including $4.2 billion in State surplus gpuds distributed under the provisions
of SB 154. :

Source of Data: Governor's Budget, 1960-61 to 1979-80.
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oper .ions has changed in important ways over the past twenty years,
and particularly in the last decade. Capital cutlay requirements
have fluctuated in predictable ways as ‘the need for new campuses and
facilities has changed. Consequently, the proportion of the State
budget devoted to current operations provides the b2st measure of
support. The percentage of the State's total expenditures devoted to
current operations at the University was lower in 1978-79 than when
the Master Plan was forwulated ia 1959. . In fact, the University's
portion of the State's total expenditures, 1nc1ud1ng the SB 154
funds, was 17.0 percent lower in 1978~79 than in 1959-60. Moreover,
the University's share of total expenditures has declined from 7.2
percent to.4.0 percent in the last ten years. The State University's
share of General Fund revenues for current operations increased from
2.6 percent of the State's total expenditures in 1959-60 to 3.5
percent in 1978-79, but in the last decade that system's share has
also’ dropped markedly. Only the Community Colleges have received a
larger and larger percentage of the State's total budget to finance
their operations, but in the past year their local revenues have
dropped dramatically as a result of Proposition 13. Consequently,
although their current-operations budget, as a percentage of the
total State budget, has jumped more than threefold since 1959-60--
from 1.3 percent to 4.3 parcent, thyir total budget has not increased
between 1977 78 and 1979-80. 18/

Over the last two decades, the total operating and capital ocutlay
budgets of the University and State University increased at a much
more rapid rate than the rate of growth in the level of State
support. In order to finance the full range of instructional,
research, and public service activities expected of modern
universities, the University in particular and the State University
to a lesser extent have secured other sources of funding.. Indeed, as
Table 2 shows, State support as a.percentage of the total budgets of
these two segments has declined substantlally. The Unlver31ty of
California and its faculty are nationally and 1nternatxonally
recognized, and by the early-1960s they became recipients of major
federal grants for contract research. As a result, the State now
provides less than one-thlrd of the funds in the University's total
budget

Although the four-year segments are increasingly dependent upon
external sources of funds to meet the costs of some of their current
operations, all three public segments depend primarily upon the
State for the funds needed for instructional programs. These costs
include both the direct costs of instruction and a pro rata share of
the costs of libraries, maintenance of plant, and other
institutional services. They do not include funds for organized
research or public service. According to the Coordinating Council's
1974 study, The 'Cost of Instruction in Callforula Public Higher
Education, State General Funds covered i approXximately 80 percent of

-11=4°}
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TABLE 2

STATE EXPENDITURES AS A PERCENTAGE OF TOTAL EXPENDITURES BY SEGMENT FOR SELECTED YEARS, R
1957-58 T0 1978-79 (IN MILLIONS OF DOLLARS) .

Current Qperations

University - State University : Community Colleges

Budget Amount of Funds Anount of Funds | Amount of Funds
Year State Total State % State Total State X State Total Stete 2
1957-58 $ 89.5 § 145.1 61.7% $ 42.6  § 54.5 . 78.2% $22.7 § 77.0  29.0%
L 1959-60 99.4 143.7  69.2 U549 . 56.0 98.0 - - -
¥ 1960-61 121.3 169.6  71.5 . 68.5 70.0 97.5 - - -
1964-65 179.7 595.1 30.2 115.6  120.3 96.1 - - -
~"1969-70 329.6  1,032.2 31.9 285.0  356.9 79.8 - - - .
1970-71 337.1  1,060.5  31.7 305.1  383.8 79.5. —- . - - v
1971-72 337.1  1,105.0 30.5 318.7  408.8 78.0 — -
1974-75 514.6  1,647.0  31.2 481.5  689.7 69.8  353.6  1,009.5 35.0
1975-76 585.5  1,675.2 31.2 $38.0  775.3 69.4 41ﬁ/3 1,148.8  36.0
1976-77  683.7  2,192.8 31.2 604.8  879.6 68.8 464.5  1,274.6  36.0
1977-78 737.5  2,380.5 31.0 672.5 - 955.0 70.4 544.0  1,402.3 38,0
1978-79  $767.0 $2,478.5 0.9 $691.0  §981.1  , 70.4% $817.0 $1,245.8  65.0%
Source of Data: Governor's Budget, 1958-59 to 1979-80. These figures are for actual expenditures, not
9 appropriations, as reported in the following year budget.
b




-
h)

the total imstructional costs in the University and about 93 percent
of those in the State University. The cnrrent percentages probably
fall in the same range. More than half of the State support for the
Community Colleges is uied to pay for faculty salaries, bur there are
still no comparable figures readily available on instructional costs
in the Community Colleges or on the State's snare of those costs. 19/

What does it cost the State to provide instruction *to full-time
studeats? The 1979-80 Governor's Budget supplies an answer to that
question for undergraduates at the University and State Universlty,
but not for students at the Community Colleges. The Budget also
contains figures on imstructional costs for graduate students in the
two four-year segments, but those figures are not strictly
comparable. While a comparison of average instructional costs for
all students would show a-higher average General Fund expenditure at
the University, even if high-cost health science programs were
excluded, such a comparison would be meaningless. Table 3,
therefore, summarizes only the State General Fund costs of

imstruction for full-time undergraduates in the two senior segments.
20/

TABLE 3

STATE GENERAL FUND COST OF INSTRUCTION
PER FULL~TIME EQUIVALENT STUDENT BY LEVEL OF INSTRUCTION
AND SEGMENT, 1977-78 AND 1978-79

Level of University State University
Instruction 1977-78 1978-79 1977-78 1978-79
Lower Division $2,145 $2,205 $2,291 $2,359
Upper Division $2,775 $2,820 $2,887 $2,972

»

Source of Data: 1979-80 Governor's Budget. Computations based on
data from pages 948, and 993.

The figures in Table 3 show the cost to the public of educating an
undergraduate at the State's public four-year institutions. They
reveal that the State spends less in General Fund revenues for the
iastruction of full-time undergraduates at the University than at
the State Unxversrty This does not mean, however, that the total
cost of instruction for these students is lower at the University.
It simply means that the State's taxpayers: provide a larger
percentage cof the total instructional costs and a slightly greater
amount of money for instruction per undexgraduate at the State
University.

e
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Exact figures on the total cost of iustruction are not readily
available, but estimates can be made using data from the Govermor's

Budget, the Consumer Price Index, any the 1974 Cost ég Instruction
Study by the Coordinating Council for Higher Education. Assuming
that the ratio of State-funded ceosts of instruction to the total
costs of instruction in 1973-74 have remained the same, a reasonable
.estimate of the total cost of ipstruction per student can be made for
the University and &ngte University in 1977-78." This method appears
to provide a slightly better estimate than does projecting the 1973~
74 State and total cests forward, using the Gonsumer Price Index. 21/

TABLE 4

ESTIMATED TOTAi\CQST OF INSTRUCTION PER FULL-TIME
EQUIVALENT STUDENT BY LEVEL OF INSTRUCTION AND SEGMENT,
1977-78 AND 1978-79

Level of University State University
Instruction 1977-78  1978-79 1977-78 '~ 1978-79
Lower Division $2,745  $2,820 §2,475 $2,550

Upper Divisicn $3,550 $3,610 $3,120 $3,210

Source of Data: 1979-80 Governor's Budget, pp. 948, 993. Com-
putations based on ratio of State general funded
cost of instruction to total cost of instruction
reported by Coordinating' Council of Higher
Education in, The Costs of Instruction in
California Public Higher Education, 1974.

These figures reveal the expecced progression~-with slightly higher
total costs of instruction at the University=--but two points should
be noted. First, the differsnces between the University and State
University in total instructional costs at the uadergraduate level
are not as great as the differences in the fees their students pay.
Second, in assessing the cost to the public of providing
undergraduate instruction to California residents at public four-
year institutions, the cost figures in Table 3 should be used, not
those in Table 4.

The ability of the State to supporxt public higher education depends
upon three factors: (1) the size of the stream of income from which
such support must be drawn; (2) the efficiency of the tax instruments
by which this support is realized; and (3) the willingness of
Californians to evpend funds for this purpose. California ranked
fourth among the states in 1978-79 in terms of combined state and
local appropriations for higher education on a per capita basis. It
should be anoted, however, that California has one of the largest

22
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student populatiocns of any state. Thus, while it ranks fourth in
combined expenditures per capita, it ranks niaeteenth in combined
expenditures {or higher education per full-time-equivalent student.
Mcst of its students attend public institutions--Califormia ranks
thirty-seventh among the states in terms of the percentage of ita
¢college and nuniversity students enrolled im indepeondent
institutions. Furthermore, California ranks near the top among all
states in per capita income. When the states are ranked in terms of
their combined state and local appropriations for higher education
per $1,000 of personal income, California dropped from fourth in
1977-78 to thirteenth in 1978-79. Moreover, California public
higher education's share of the total State Budget has not increased
appreciably since 1960, except for a fevw years almost a decade ago.
The major question confronting the State is not whether it can afford
to continue to provide adequate support for higher education, but

whether its residents and politicsl leaders are still prepared to do

so. 22/

INDIVIDUAL COSTS OF HIGHER EDUCATION

The financial ability of students and their families to contribute to
the cost of education should also be considered when evaluating
various methods for setting fees. Yet, before that can be done, it
15 essential to distinguish among varicus definitiocns of college
costs. One defipition, as the Carnegie Commission points out,
defines individual cost as the tuition and fees charged each student.
A second, defines cost as the out-of-pocket cost to the student or
his/her fawmily, ilocludiog tuition and fees, room and board, books and
supplies, and travel and other living costs which may be partially
offset by student financial aid. The third definitioan is based on
foregone income--the wages or income given up by the student in order
to attend college. 23/

The view that tuition and fees constitute the major financial barrier
to a college education is most common in State budgetary discussions,
parrticularly where cthe level of tuition and related fees 1is
determined directly or indirectly by legislative policy and is seen
as affecting access to college. Certainly, this view has become
deeply ingrained in Califeornia, where tuition-free, low-cost public
higher education has long been regarded ss a way to make higher
education democratically accessible and to provide trained manpower
for the State's economy. 21/

Indeed, the tuition-free principle can be traced back to the very
origins of public higher education in California. Section l4 of the
Organic Act of 1868 that established the University of California
stated:

]
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For the time being, an admissic- fee and rates of tnition,
such as tha Board of Regents shril deem expedient, may be
required to each pupil, <=xceapt as herein otherwise
provided: and' as soon as the incowe of the University shall
permit, admission and tuitlon shall be free td all
residents of the state. . .. 25/

Although the niversity would anever become self-gupportiag as some
aaticipated and others wished, the Regents abolished the tnmition
fees three months after the first students arrived on campus in 1569.
The tuiticn-free principle was incorporated later into the 1879
State Constitution and survived unchanged in subsequent years.
Inderd, for more thac a century the Brard of Regents generally have
operated 1o accerdance with this pr.anciple, and the. State has
provided adequate levals of financial support. 26/

The Trustees of the State University have also operated oo a similar
basis for the most part, although the Organic Act which established
the first State Normal School in San Francisco ip 1862 provided in

Section & that "all persons . ... may be iastructed in said school

tor such rates of tuition as the Board of Trustees may determpe.”

27/ This statutory authorizatioun for tuition persisted long after
this first Normal School was relocated and became Sapn Jose State

College. In fact, a “tuition fee" existed in the State Colleges

between 1933 and 1953. While it was subsumed under the Materials and
services Fee 1n 1954, statutory receognition of the tuition concept

continues to exist in the Education Code today. 28/

Reflecting upon the State's proud tradition of public higher
education, the authors of tha 1960 Master Plan abserved, "Higher
education in Califormia 1s well regarded in the patior for the
quality of 1ts programs and services and the broad range of
educational opportunities offerad its students.” Although they
recommended increases in the fees students paid for ancillary
services, the authors cooncluded, “"The Survey Team believes that the
traditionsl policy of unesrly » century of tuition-free higher
education 18 in the Dbest igterests of the State and should be
continuved.” 29/ A recommendation to that sffect was included 1a the
Hdaster Plan and adopted by the Legiglature.

The remarkable durabality of the tuition-free, low-tvost principle 1n
California cannot be attributed to a consensus of opinion on the
subject throughout the State's long history. The principle has
always had its critics, asnd during brief periods of financial
distrass even zome of its firmest supporters have wavered. For
example, during the savere depression of the 1890s some members of
the University's Board of Regents recommended impoaing tuition on
students. In both 1895 and 1899, they were outvoted. The State
Upiversity's brief experiance with tuition, moreover, coidcided with

-4
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the serioua distress and dislocations of the great depression of the
1930s. In more recent years, the tuition-free prisciple cume inte

question after the defeat of s capital outlsy bopd issue for higher

education by the voters in 1968. Most recently, the gubject was
reintroduced after the passage of Proposition 13. 30/

Tne Community Colleges were foundad az an extension of the X-12
system on a tuition-free basis and have been able to remain largely
"free schools.” While the governing boards of both four-year
segments have atlempled generally te adhere to the tuition~frae
concept, etach has developed fairly sizable student charges aince
1960. These chirges vary substantially between the University and
the State University, as Tables 5 and 6 reveal. There are also leas
marked wariations is charged within each segment depending upon tha
campus and the student's academic level. The differences in the
Regiatration Fee 2t various University of California campuses are
likely to be emporary. In 1976, the Regents gave campus Chancellors
the option of requesting differsntial increases betwaen 1977-78 and
1979-80, “the toral fee not to exceerd 5349 and §$393 per year,
respectively.” Two campuses reached the maximus fee level in 1978-
79, two more will du so in 1979~80, and four othars have requested
iacreases for next year. It seems likely that the ramaining fee

M fferentinls will be asrrowed, 1f aot sntirely eliminated, withan
the next several years. 31/

Ine other campus-by-campus differences in student charges stem from
variations ia the fees studenti impose on themselvas to support a
variety of local activities. Thease variations are likely to continue
in both the University and the State Usiversity.

There 18 no guestion that tuit:ion levels have a major effect on a
student’s opportunity to obtain a college education. Economist
Joseph Pechman of the Brookings Institution argues:

Hy own view 15 that a svatem which provides free, or almest
tree, access to a public institution of higher learnmiag to
all qualified students 13 the simplest and the most
etfective method of insuring carellment of qualified poar
and neacr-poor students. ;_i_:_‘:;

¥et, at the same tiwme, the view that tultiod 15 the major barrier 1s
i nNarrow one, because even :ia public imstitutions tuition represents
only a fraction of the cost of education to the student.

The broader view .s that the financial barrier to tollege includes
tuition, required fees, and living costs. Ordinarily defined in
coliege catalogs as the wsstimated cost of attendance, these
represent the cost to the student and his famiiy and winclude tustlion
and fees, room and board {e:ther liviag at home, in 3 dormitory, or
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off campus’, bJols and supplies; travel, and other livihg expenses.

It is this measure of individual cost vhich is slso used in analyzing
the need for financial aid and ik determining the amounts of grants,
work-study opportunities, and loans°to be awarded through federal,
State, and institutional student aid programs. 33/

There ape variatioms in "typical” student budgets. Costs for
students living away from home in dormitories or off campus tend to
be higher in urban areas than in smaller towns or cities.
Undergraduates who reside at home while attending college generally
spead less than thosp who.reside in dormitories or off campus.
Iodeed, cne of the rﬁgsops the Master Plan Survey Team recommended
the diversion of lower-division students from the then State
Colleges and the University to the "readily accessible junior
colleges" was "to protect family incomes by permitting more students
to live at home while attending college." This pattern of commuting
from home is most common at the Community Colleges, but it is alsc
widespread at the State University. 34/

All three public segments also have large numbers of single students
livirg off campus, awzy from home. According "to guidelines printed
by the California Student Aid Commission, the total budget, or

out-of-pocket cost, for such a student at a Community College would

average about §$3,240. A similar student attending the State
University would spend an average of $3,475, largely because of the
higher student fees. At the University a single student living off

campus and away from home could expect to spend from $3,955 at Irvine

to $4,010 per year at Berkeley in 1978-79. 35/ For these students,
the differences in the cost of &ducation among the public segments
can, for the most part, be explained by the differences in student
charges and ia the cost of living in various communities throughout
the State. Furthermore, in all three segments, the major cost to the
student and his family in obtaining a college education is the
¢irect, out-of-pocket living expenses they must pay.

A third approach t¢£ the question of individual cost adopts a still
broader measure, which includes tuition and required fees plus what
is called the opportunity cost of college attendance--the wages or
wacome given up by virtue of attending college. This ad. - : cost is
rormally referred to as "foregone earnings.” The Carnegie-
Commission in its study, Who Pays? Who Benefits? Who :’:‘.lmul(l*__l:ﬁz:f"_t
explains:

Although the inclusion of foregone income is appropriaste
for certain_types of analysis of college costs--and it is a
very real .cost to the student who must give up a job to
complete college--for other types of considerations it may
not be relevant. For the typical parent who supports a son
or daughter through college, the choice may be between
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paying for college costs, or having the son or daughter
become an independenl " economic unit. Thus no income to
these parents is foregone--they merely would be relieved
of subsistence costs 1if their child did not attend
college, and these costs are already included in the
estimate of monetary sutlays for college attendance.

;ﬁmilarlyf foregone iancome is not a major.factor in the
shortrun calculations of costs for many students from
relatively affluect families. In these cases, the
,alternative to entering college may not be an immediate
job, but travel, public service, or the enjoyment of
leisure time in the {finai years of maturing into
adulthood. But for some students from low-income or from
lower-middle-income families, foregone earnings are likely
to be viewed as a significant sacrifice . . .. Thus when we
consider total economic costs, we find that the barriers
te college attendance for young people from low-income
families appear relatively more severe than in terms of
monetary outlays alone. 36/

The issue of foregone earnings cannot be ignored, but its
significance is the subject of continuing debate. Certainly for some
poor families who rely upon a son's or daughter's earnings, foregone
earnings me, represent so large a cost that it actually prevedds the
prospective student from attending cocllege. For many poor families,
as well as most middle-income and well-to-do families, howaver, the
question of foregone earnings is irrelevant. There are various
acceptable metnods for calculating plausible dollar figures for
foregoue earnings, but their -use is best confined .to estimating the
private rate of return on an investment in a college education. When
trying tc determine the ippropriate balance between the public cost
of providing higher education and the individual cost of securing
such ‘an education, the inclusion of foregone earnings in computing
individual cost is inappropriate. It is almost impossible to
determine for which families foregone earnings represent a genuine
cost and for which it does not. Therefore, this study uses reguired
fees plus student living expenses as .the best estimate of the
individual gost of securing a public higher education.

In summarygthere are several aspects of the individual or private
costr. of higher edugation should be noted. Most Califorria Community
Colleges charge n. fees to regular 3Students, and the statewide
average charge is less than ten doliars a year. The average charge
for a full-time undergraduate in the University is $724 a year, and
in the-State University, $205. Overzll; th. required student fees
for California residents at the State’'s public institutions are
emong the lowest in the nation--a comparison that will be developed
more fully later. However, this is neither an accident, nor an




oversight. Required fees have been kept low for detades because of a
conscious decision be generations of State policy makers to do so.

Moreover, the individual cost of a college education includes more
than simply the required fees. In fact, the cost for California
residents this year will range from about $1,800 a year for a
Community College student residing at home and commuting to school to
$4,515 a year for an undergraduate at the University of California at
Berkeley living away from home. These figures,. and those cited

earlier for students in all three public segments who.are living away "
from home, meke it clear that the student's investment in a college

wducation is substantial even under the State's existing "tuition-
free, low-cost" policy. :

Several conclusions about the current relationship between the
. public and individual costs of higher sducation appear warranted,
even though there are obvious difficulties inherent in attempting to
quantify these costs with great precision. First, in both the
University and State University the individual'’s share of the total
cest of an undergraduate education is significantly greater than the

public share or subsidy--$3,500 to $4,500 a year spent by the student

aLi his or her family versus 52, 200 to $2,900 a year spent by the
State. The same is probably true’ for graduate students in these two
segments, except for those in some protessional programs in the,
health sciences at the Upiversity. Generalizations are a bit more
hazardous for the Community Colleges, but it appears that the cost to
the taxpayer to help provide a Community College education does not
exceed the cost to .the student. ﬁven with the larger aumber of
commuter students in that segment who live at home, there are even
more who work part time or full time and are also taxpayers. 37/

Finally, although all this jnformarion helps define the existiag
relationship between the public aad individual costs of higher
education, it does not resolve the question of what the relationship
should be. That requires a look at how fees are currently set in
California and at the methods used in other states. It als$ requires
a careful assessment of the implications of adopting some other
approach to ,setting student charges.
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CHAPTER 11
METHODS OF SETTING STUDENT FEES

THE AUTHORITY TO SET STUDENT FEES IN CALIFORNIA

In the case of the University of California, the 1879 Constitution
and the Revisions of 1918 gave to the Regents "full powers of
organization and governance,” jincluding the power to set the level of
student tuition and fees.. The Legiglature and Governor can influence
the Regents through budget coatrol language and through General Fund
appropriations to the University. This happened in 1899 when
Governor Gage persuaded the Regents to rescind & tuition fee they had
just approved, in 1970 when Governor Reagan "copvinced" the Regents

to raise student fees, and at other times. Ths Regents retain the

power to make the final decision, but the Legislature and the
Governor can, if they choose, severely limit the Regents' options.

The Trustees of the California State University and Colleges have the
right to set the level of student fees. However, ‘unlike the
University where tte revenues from student fees are retained by the
Regents, fee revenuss from State University studeants are coansidered
to be a part of the State General Fund. The authority to initiate a
fee proposal resices with the TruStees, yet the Legislature would be
involved, as well, if any major changes were proposed.

The case of the California Community Colleges is different. Only the
Legislature has the power to set permissive fees and determine their
maximoum levels for all State-funded operations, however, the local
governing boards can decide whether or pot to impose such fees.
There are currentiy seventeen fees suthorized by the Legislature
that Community Colleges can charge, but until recently most elected
to use local funds instead. Thus, while 3 local governing board can
decide not to impose a fee authorized by the Legislature or to charge
less than the maximum level authorized, it cannot impose any fee for
State-funded operations that the Legislature has not authorized.
Moreover, none of the curreantly authorized fees in State-supported
courses are for instructional purposes. The local boards do retain
the authority to set fees for community services and other noan-credit
courses which do not receive State support. ’ \

KINDS OF STUDENT FEES AND THEIK USE

In [nost states, tuition refers to a8 charge levied on students to help
defray part of the cost of instruction and student services. In

California, the policy has been that student charges may be used for
purposes complementary to, but not a.part of, the instructional.
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‘prpgram. That is, student charges have helpea'toupay thex cost of
_student\ services, but only rarely have they been used to directly

fund ‘infstructional programs. None of, the three public segments
currently charges tuition to studeants who are Callfornla residents,

‘except for those taking community service' or extension courses.

There is a tuition charge, however, for nonvesident students at both
the University and the State University: Although waived for some
graduate students from other states, the nonresident tuition at the
University was $1,005 a year in 1978-79 and will increase to $2,400

.in 1979-80.. At the State Unjversity, the nonresident tuition chakge

was $1,710 this past year, and will increase to $1,800 this year.

At the University of California, students presently are charged a
Registration Fee, an Educational Fee, and a. variety of Student

Activity Fees. According to policies adopted by the Regents, income
from the Registration Fee "shall continue to be used for services,.
other than student fingncial aid, which benefit the student and which
are complementary to, but not a part of, the instructional program."
Until 1977-78, a small portion, of this fee income was spent on

instruction and departmental research laboratory costs, but at that’

time - these activities werz shifted to General Fund support. A
portion of the Registration Fee up to this past year also supported
the cost of administering the University's student financial aid-
programs. When the Stite refused to allow these costs be shifted
to General Fund support, the Regents decided to support the’
administration of student financial aid from Educational Fee income.
38/ .

The University's Educational Fee was established in 1970. Until
recently it was used primarily to finance capital outlay projects,
although it also helped support varicus operating programs. In 1976,
the Regents adopted the following policy, "Educational Fee income
shall be used exclusively for support of student financijal aid and
related programs.™ In 1978-79, the income from the Educational Fee,
along with balances carried over from prior years, provided 330.5
million for student financial aid, $1.9 million to fund student
affirmative action programs, and $4.9 million to cover the costs of
financial aid administration. In addition, §$5.7 wmillion in
Educational Fee revenues were used to partially offset budget cuts
imposed by the Legislature and Governor this past year. 39/

The Un;ver51ty also charges a variety of Student Activity Fees. The
individual campuaes can levy such fees, up to the limits adopted by
the Regents, to help finance a large number of student programs,
student organizations, and the facilities for student. activities.
Such fees vayry from campus to campus, aad the income from them is

‘retained by sach campus to support its owm distinctive mixture of

student activitdes. .
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In the State.University, there are two general kinds of fees students
are expected to pay: a Student Services Fee and Student Activity
Fees. The Student Services Fee, once called the Materials and
Services Fee, corresponds most closely to the Registration Fee at the
University. Its primary use is to support certain student services
such as counseling, testing, placement, housing, financial aid
administration (but not student aid itself), the office of the Dean
of Students, and health services. A portion of the Student Services
Fee was once used to support instruction. Beginning ia 1975,
however, the maxicr:» fee wag held constant until the General Fund
"absorbed the full cost of \instructional supplies." Like the
University, the small amount of- instructionmal support once provided
by Student Services Fees has been largely phased out. Yet, unlike
the University, the State University's Student Services Fee varies
depending upon wheiher a student takes more than six units or whether
he or she takes less. Furthermore, while the University retsins the
income generated by all its fee charges, the State University
campuses retain only the income from their Student Activity Fees.
The income from the Student Services Fee is considered to be a part

" of the State General Fund. 40/

The kinds of -student fees charged and their uses make California
somevwhat exceptional. The traditiocn that students should not pay any
of the direct costs of instruction is a striking example, although in
many ways it is a natural legacy of the State's long history of
tuition-free public higher education. It can be argued, however,
that since the major individual benefits students secure from a
higher education derive from the instruction they receive, students
should asgsume some of the responsibility to pay for a portiom of the
cost, Although not necessarily compelling, there are valid
arguments for using student charges for the support of instructional
and student service expenditures, but not for the support of
sponsored research or for public service activities,

N
The seccnd distinctive feature of California's current student fees
and their use involves the-use of a portion of those fees to provide
financial aid for other students or to pay for the administration of
financial aid programs. While Washington and a few other states have
adopted similar measures, this practice is philosophically difficult
to justify and widely questioned. In 1969, a report on student
charges by the Coordinating Council of Higher Education concluded
that the State should support student finan¢i&i aid.’ It argued:

Equality of economic and social opportunity which may be
accomplished in part through equality of educational
opportunity, is the basis for the distribution of
financial aid to those students unable to afford the cost
of education. . The provision of equal) educationsl oppor-
tunity, which serves to redistribute wealth either among
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this or future generations, is usually cited as one of the
legitimate justifications fdér government interveation in
higher education. Studcat financial assistance is
directed largely to the social, as oppcsed to ppivate,
benefits of education. As a consequence, it may be argued
that the State rather than certain students and their
families, should support such an activity. 41/
Because of t';:e considerable cpsts involved, the State continues to
ignore the logic of such argumentsz. The result is an embarrassing
situation. Students now provide the money for the administration of
student financial aid programs on University and State University
campuses. Moreover, at the University, studeants in 1978=79 provided
through the Educational Fee $30.5 million in student aid for their
fellow students. In the same year, the State provided only $11.7
million in financial aid to University students. Current political
pressures on the State budget-making process may make the resolution

of this inequi~y impossible in the near future, but the need for such -

a change is clear. As the Carnegie Commission concluded iun Who Pays?

‘Who Benefits? Who Should Pay?:

The basic responsibility for equalizing opportunity should
be carried as a public cost, and particularly at the
federal level, and not as a <c¢ost assessed against
individual institutions of hxgher education or agalnnt
other studeats. 42/
In summary, while the tradition of tuition-free, low-cost public
higher education is an old and enduring ome in California, the
existing student fee policies and practices do not appear to be based
upon particularly consistent criteria. As one careful student of the

"subject observed:

The distinction between "tuition" and fees may not even be
relevant. = The relevant criterion would appear to be
whether or not an activity contribiutes to the private, as
oppoged to the social, returns associated with higher
education. Some portion of the private returns should. be
incorporated in the student charge. Whether the charge is
" termed “tuition' or "fees" or "tuition and “ees" does not
sesm imporiant. 43/
1
Since the public and individual benefits of higher education camnot
be measured against the public and individual costs with any pre-
cision, the most useful approach to trying to resolve this dilemma is
to examine other methods of setting student charges that have been or

_that might be used. At the ‘same time, it is essential to remember

that student charges should not be determined in a vacuum. The goals
which the State hopes to achieve through its system of higaer

33
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education may need to b&‘ nasce;ied, ‘but' those goals should be the
starting point for any evaluation of student charges.

: » o :
OTHER METHODS FOR DETERMINING STUDENT CHARGES )

Among the major issues in deteruuning the level of student charges
are the following: \

1. What share of the cost of education in each type of institution
should be borne by students through student charges?

2. What share of the cost shdﬁld be borne by the other major
sources of financial support, especially by the general
taxpayer chrough State and local government support?

3. Should the share of the cost borne by each source be different
for vifferent levels of education such as lower division, upper
division, and graduate?

Among the most commonly used methods of determining the appropriate |

level of student charges are those based on the following: (1) a
predeten:ined percentage of the cost of instruction, (2) the level of
the student, (3) a comparison with charges at similar institutions in
other states, (4) the distinction between credit and noncredit
course work in Community Colleges, (5) differences in the future
earning potential of students with different majors, or (6)
projected budget shortfalls.

The Cost-of-Instructi on Method

The cost-of-instruction method is currently used by Colorado,
Florida, Kansas, New Hampshire (nonresident students), Oregon,
Washington, and Wisconsin. Massachusetts is in the midst of tryigg
to implement this approach for nonresident students, and a number of
other states are considering adopting it for both remident and
nonresident studentsy.

This method requires a precise specification of all the components of
an institution's budget. At the very least, it should distinguish
between instructionally related costs and other costs, such as
research and public services. The computation of such costs should
include both the direct cost of instruction and a pro rata share of
the. costs for libraries, maintenance of plant, and other
institutional services. This requires fairly uniform accounting
procedures at all of a state’s public institutions and some agreed-
upon procedures for assigning and computing costs. The required
consensus is invariably difficult to achieve, even in a state with

R




only a few institutions of public higher education. The problem is
that even small technical adjustments in cost accounting procedures
can have immense financial implications, particularly in large
systems. -

As currently practiced, the cost-of-instruction method is tenlly a
variety of different methods. Normally, the instructional costs are
computed for different student levels. Sometimes . distinction is
simply between undergraduates and graduate students. Florida, on
the other hand, compures general instructional costs for five
different student levels: (1) lower division undergraduate, (2)
upper division undergraduate, (3) graduate level, exclusive of
theais/dissertstion, (4) graduate level thesis/dissertation, and (5)
professional.

The percentage of instructional costs a student is expected to pay
varies among states. It often varies by the type of institution the
student attends, and almost always differs between residents and
nonresidents. For resident undergraduates in public four-year
institutions, Florida sets tuition charges at 30.0 percent of the
cost of instruction at each ‘student level. Most other states use
fewer student levels in their computations and set tuition or fees in
their four-year institutions at 25.0 percent of cost. Washington,
which has one of the more careful and elaborate procedures for
determining costs, originally proposed using 2 16.7 percent
instructional cost figure for its two-year colleges, 20.0 percent
for its state colleges, and 25.0 percent for its state universities.
After modification by the Legislature, fees at the state
universities were set at approximately 25.0 percent of the cost of
instruction, those at the state colleges were set at 80.0 percent of
the university level, and those at the public community colleges were
set at 67.0 percent of the university level. Most of the states
using the cost-of-instruction method make some proviszion for the
schools themselves to set their student activity fees, although

maximum limits are often established. 44/

Some states attempt to establish a connection between tuition or fee
charges and educational costs without making any rigorous analysis
of the cost of instruction. Such efforts normelly involve an attempt
to separate direct and indirect instructional costs from other
expenses, but not always. Occasionally, the procedure involves
little more than dividing the institution's-total appropriation by
the total number of full-time-equivalent students it has enrolled.

- The deficiencies of this latter approach are obvious, aven when an

institution does not operate a medical school., Fortunately, most of
the states have a better approach. ®

\ ,
In Illinpis, for example, the tuition rate at public four-year insti-
tutions varies from 25.8 to 31.2 perceat of instructional costs. In

S
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Humcsota, the Higher: Education Coordinating Board recently appr)ed
a proposal to more nearly equalize the percentage of the cost of
instruction students pay at the state's different kinds of public
institutions. The aim is to narrow current differences amoag the
State University System, the University of Minnesota, the Coammunity
College System, and Area Vocational Technical Institutes, so that by
thd end of the 1379-81 biennium, tuition revenue will cover not leas
than 25.0 percent nor more than 30.0 percent of ilstructional costs.
Tuition charges will comtinue to, vary because instructional costs
- vary among the state's differeat educational systems, but the

percentage of the costs of instruction students are axpected to pay
in Minnesota will be more equitably distributed. In Michiganm,

students at community colleges are expected to provide 24.0 percent

of the revenues needed, but in the past the figure was as high as
*33.0 percent. In that state's four-year institutions, students are
charged approximately-22.0 percent of the total costs--not just
instructional costs. In all these states, the computation of
educational costs lacks the precision of Colorado, Washington, and a
few others. The same could be said of the techniques used in
California to determine the level of nonresident studa-nt charges at
the University and State University. 45/

Ideally, a cost-df-instruction policy would assess each student's
charges as a function of the actual costs of his or her education.
In practice, however, separate tuition charges for each student
would create excessive administrative costs. Moreover, a cost-of-
instruction approach based on the student's msjor or field of study,
has other deficiencies. First, there is not always any clear-cut
relationship between the costs of instruction in a discipline and the
future earnings of its graduates. Although the connection may be
obvious for doctors in medical schocl, nursiag provides an excellent
example of a high-cost instructional program whose graduates do not
receive high wages. The adoption of a cost~of-instruction method
based on eack student's major would discriminate agsinst students
who choose careers which offer iow financial rewards, such as
teaching, the ministry, or homemaking. Such a system teands to
encourage students to choose high-cost fielis of ianstruction only
when those fields are likely to lead to large monetary gains. To
that extent, this particular approach to cost-of-instruction fee
schedules divorces the determination of student-fee levels from
- decisions about society's needs and the state's—goals and objectives
for public higher education. 46/

In susmary, the cost-of-instruction technique can be a fairly
objective method for determining student charges, although
determining the percentage of those costs the student should pay is
inherently arbitrary. Onc of the method's virtues is that it more
nearly relates student charges to one of the major individual
benefits students receive from higher education. Some argue that
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basing charges on an arbitrary percentage of an ever-increasing cost

does not adequately consider the ability of students .and their

families to pay. Others claim that this wethod would pit students

against faculty by appearing to ti2 faculty salary increases to

increases in student charges. Wb .e the latter argument is overly .

simplified, both criticisms illuscrate potential problems. More-’

over, if the determination of instructional cdésts is done casually or

crudely, the method has little to commend it. There is also the

question of timelinass: 'how often should these costs be recomputed .

and in what manner? In states with large numbers of public \\

institutions,  such as Califcgnia, even the task of developing S

suitable accounting procedures and securing agreement on the : . ,§

assignment of coats would be formidablg to say the least. The cost-

- of-instruction wethod seems to work t in those states with few
public postsecondary institutions. 47/

Base Charges on the Level of Student

RAETTIPP X 7 5

This approach can be a variaticn o : cost-of-~instruction method,
but not all the states that =mploy/it make careful cost calculations.
The Carnegie Commission aptly summarized the rationale for this :
method when it stated, "We believe that tuiticn should be mdore nearly !
proportional to costa, rather than regressive against students st ‘ :
- the lower levels." 48/ :

The assumption underlying this approach is that sinch\the cost of
educating students varies with their academic level, thé amount they
'pay should reflect the difference. This does not mean that the

: students' share of instructional costs--the percentage of thé—wosts

ry they are expected to pay--should increase depending on their level.
It does mean that since instructional costs increase, the asount
students at advanced undergraduate or graduate levels are expected
to pay should increase. Some proponents of. this method argue that

. " keeping charges lower during the first two years of college

facilitates access to postsecondary aducation because it ainimizes
some of the financial riaks until students can more accurately assess
the likelihood of their successfully completing a degree.

New York State requires students at the same level to pay
approximately the same gharge whether they attend a two- or four-year
’ institution. At the same time, upper-division undergraduates are:
expected to pay $150 a year more than lower-division studeats. -
Michigan has a similar differential in its public four-year -
institutions, with upper-division students charged $140 & y2ar more
- than lower-divigsion students. Ovn the other hand, community college’
students in that state, who are lower-8ivision students too, are
charged only half as much as similar students in the four~year
institutions, and there are also variations in charges among the -
four-vear institutions. . ;

51
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Most states, including California, have sowme differeatial ia the
charges paid by undergraduate and graduate students. In mest casesy
bowever, the differences are nominal and are not based om computed
differences ia the ccst of instruction. Many states also distinguisk
é between graduste and professiondl programs and assens different SN
. charges for students in medical or law school than for those in a S
master's or doctoral program. Florida, for example, distinguishes : -
among three different types of graduate-leval students and :
calculates costs and charges accordingly. In California, graduate

students in State University master's degrre programs are chatged

the same amount as undergraduates. Graduata students at the'

University are charged $60 a year more than undergraduates, whether

they are working toward a master's, a Pb. D., a law degree, or

preparing to become a doctor. 49/

Ve

The Carnegie Commission recommended that tyition aund fees be
determined separately for four different levels of student: (1) thae ‘
Associate degree, (2) Bachelor's and Yaster's degrees, (3) the Ph.D. f;
degree, and {4) other advanced professional degrees. Whether this or .
some other Breakdown is used, and whether charges are based oa the

cost of instruction at epch level or vatios are used, this approach

bas some advantages. Mpst notably, it wmore atropngly reflects <
coascious policy decis\Vons about the goals aad educational "
priorities of a state thiAn does the cost-of-instzuction technigue,

which is mechanical and budget based. 50/ .~

v

Base Charges on Comparisons with Simidar Institutions Elsewhere

" Student charges iom public postsecondary education vary widely by
state and by type of institution. For comparisons to be meaningful,
therefore, care must be exercised to insure that the appropriate
states and iastitutions are being compared. In general, the level of v
student charges in the public sector varies with the proportioggof
studeuts enrolled in the private sector. Except for Massachusetts
and the gg%strlct of Columbia, public tuition and fees are
consistently higher in those states in which the private sector is
relatively large and lower in those states in which it is relatively
small. This may reflect the effect of prices at public irstitutions
on the public-private pnrollment mix; or it may reveal iastead the
effect » large privat® sector has on the process by which public
tuition is set; or it may result from a combination of both. Ia any
¢ eveat, the order in which a state's institutions of higher educstion \\\\
developed, and its hiatory, traditions, and goals are important
determinants of the kinds of public educational institutions a state
has and of its current studant*charge levels. 51/

The May 29, 1979, issue of The Chronicle of Higher Education providex .
a useful point of departure for a national comparison because it re- -
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ports the student chargeas at aver 1,800 collages and universities L‘
throughout the country. The average annual coat of tuition and fees * A
at public, two-year cosmunity cclleges incressed from 5389 in 1977-

78 to $408 in 1978-79. The nativonal average for student charges in
public four-year institutivas increased from $621 in 1977-78 to §651
1n 1978-79. This vear those charges are expected to ¥Increage to an <
average of 35880 per year. 32/ :

The uu’gf\&lueas of these comparisons is limited, however. A careful
check of the instituticns listad reveals that many of the aajor
public universities are not inciudad. HMHoveover, the averages ;

preseated for four-vear iastitutions do not differentiate between
state colleges Bnd state universities, Finally, few states have
public, four-year college or university systems that can be coaparad
appropriately with the University of California or the Califormia
State tniversity and Colleges. \\
p \

Tha College Scholarship Service provides a more complete listing of
the puvlic two-yesr andg foud-yesr institutions in every atate 12 ila
publicatjen, Student Ixpenses at Postsecondary lostitutionx, 1978-79
J3. However, since very little can be learned by cowparipg student
charges ar HcNeeae State University in Louisiana or Minot State
Colleoge i1n North uakota with YUC, Berkeley, or San Francisco State,
nativonai AVErpges OHT averages | sach state sarve little purpose in
datermining what student charges should be. Instead, the list of
comBas180n  instaitutions used 1n the Posatsacondary Education
Commission's annual report oo faculty selariea provides a more
appropriate bazia. This list makes it possible to compare student -
charges 1in California inatituctiens with those at more neasrly
anualagegs public colieges and uwniversities in other atates. The
results! for the Moiversity of California's public compari-oen
wnstitukions ars presented in Table 7. Those for the Californmia
State' University and Colleges' comparison institutions are in Table
8. 53/
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TABLE 7

TUITION ANO FEES AT THE UNIVERSITY OF CALIFORNIA
AND ITS PUBLIC COMPARISON INSTITUTIONS
1977-78 AN 1978-79

L Reatdant Tyition and Fees onresident TuiTioh and Fees
inytityeion 1977-78 197879 187778 1378-79
SOXT-Bufale 17914941 879 1-3941" 3L IR1-$1.541  §1,240-81, %41
:t ‘ng mmua

3. af Mishszas,
ARB o 2, 008=1, j42 1 168=1, 308 3. 2203, A00 3, 458=3,708
4. of Wiscomain,

Hadison T3 a2 2,684 1348
7. at’California,

darkaley T 3 1,613 IR T
AVERAGE it “

e 1 TIALI |

XSTITOTIONS 387 1940 311,38 17,588
AVIRAGT POR EIGRT

UC CaarusEs ERR LY I .88 13,029

*Brphanacad {igures are for lower divisles and upper divisize sCudemts viem tha
LaTIituCian shargee dbilereas !vu by lewwl of atudemt.

Source of data:r  Scaga u! !hnmtn M for hnumy Bdunarion, |

{a l9§?~?3, threa of the Univeratty's comparison inatitutions had
atudenoC charges that were higher than those at the University's most
expenaive caspys--3anta Barbsra. The fourth institution had charges
siumilar to the University's for resideat undergraduates. For the
past academic year, howevar, the charges for resident undargradustes
at all four cowparisoan institutions exceeded those. at ths
Unaversity. Foxr’ nouresident rgraduates, only the Univarsity of
Michigan at Ann Ardor and the University of Wisconsin at Nadison
charged as such or more than the Baiversity of Califormia,. Compared
to the other four major, prestige public universities in the country,
the average satudent charges for resident undar;ndnuut at the
Uoiversity of Caiifornia currently range from 11.0 to 41.0 perceat
lower. However, the University's charges for tonresidant
undergradustes average 5.4 percent higher than their comparisoan
institutions, and the Umiversity's nommudant tuition sad fees
increased-from $2,629 to 33,124 this year.
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TABLE 8

TUITION AND FEES AT THE CALIFORMIA STATE UNIVERSITY AND COLLEGES
AND THEIR PUBLIC COMPARISON INSTITUTIONS, 1977-78 AND 1978-7%

Resident Taitibn and Fees Nonresident Tuition and Fees

University or College 1977-78 1978-73 1977-78 1978-79
Bowling Green State $ 870 § 945 \ $2,070 §2,145.
Il1linols State University 704 ’ - 1,704 -~
Indiana State University 795 840 1,650 1,785
lowa State University 135 735 1,701 . 1,701
Miami University (Ohio) £ 1,020 1,130 2,320 T 2,530
No. 1llinois Universirty 120 800 1,720 1,800
Portland State University 7136 195 2,329 2,837
Southern Illinois Universicy €90 990 1,728- 1,328
i SUNY~-Albany 791-941% 791-941 1,241 1,541 1,241-1,541
bve SUNY-Buffalo College 791-941 791-941 1,241-1,541 1,241-1, 541
! University of Colorado 800 845 2,600 * 2,845
University of Hawali-Manos 478 478 1,153 1,153
University of Nevada-Reno 660 690 2,160 2,1%0 -
University of Oregon 740 789 2,489 2,637
University of Wisconsin-Milwaukes 148 838 2,698 2,972
Virginia Polytechnic Institute \
and State University 627 790 1,257 + 1,555
Wayne State University 978-1,065 1,024-1,169 2,646-2,889 2,643~2,882 -
Western Michigsn University * 165 765 1,725 1,730
AVERAGY FOR COMPARISON
INSTITUTIONS ’ $ 77¢ S  B822%x $1,947 $2,059%%
AVERAGE FOR CSUC § 200 § 205 §1,766 $1,915

*The hyphenated figures ave for lower-division and upper—division students at institutions that
have different charges for the level of the student.

**Avcrage based on seventeen rather than eighteen Institutions because the figures for one was not
avallable for 1978-79. This probably produces a very slight upward bias to the 1978-79 averages.

Source of Data: State of Washington Council for Postsecondary Education, Tuition and/or Reguired
Fees (January 1979) and calls by Commission staff to each institution. . .
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o Table 8 revesls that there is a much greater disparity between the =t
R » studeat charges at the nineteen campuses of the Stats Uaiversity o
system and those at its eighteen comparison institutions. The least v N
expensive of the comparison institutions charges resident students oo
more than three times as much as dors the most expensive State N
University campus. For nouresident students, the differential is "
auch narrower. Nevertheless, the charges for resident students at 4
the State University are 75.1 ptrccnt lower than the average at the ‘4
comparison institutions, and for nonresident students 7.0 percent §
lower. These differences are much more substantial than the ones g
between the average Umiversity of California campus ard its public 3
t comparison universities. B
- The California Counnnity Colleges also stand out as exceptions. 1
. Table 9 summarizes the average studant charges in selected states, - 3
although there is often consideradle local varistion within each E
Wl
TABLE 9
AVERAGE RESIDENT AND NONRESIDENT STUDENT CHARGES
FOR COMMUNITY COLLEGES IN SELECTED STATES, -
1977-78 and 1978-79 )
~ Residents Nonresidents

State 1977-78 1978-79 1877-78 1978-79

Arizona 3 3 | $146 - $1, 594

CALIFORNIA -0~ e — 1,500

Colorado 3860 360 — 1,323

Flori s 339 375 — 780

Il1l4nois 418 405 - 2,001 ‘

Michigan 436 454 — 729
New York 722 722 $1,394 1,394 '

Oregon 345 381 - 1,520

Texas —_ 120 -— 400

Washington 286 306 — 1,188

Source of Dava: OState of Washington Council for Postsecondary
Education, Juition and/or Reguired Fees,
. {January 1979).
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state. The figures for Colorado, Florids, Oregon, and Washingtcan are
particularly interesting because each of these states attempts to
base student charges on a predetermined percentage of the actual.
costs of instruction. The method of computation varies, as does the

percentage of ipstructional costs students are expected to pay, but

in moat cases the average charge in these fdur states is
approximately $356 for residents, 'or about $12 per credit unit’for a
full-time student. No state, aside from California, provxdes free

community college education to itsgresidentsl 54/ .

* 3

Clearly, it is in the Community Collegas and the State ﬁnlversxty
that California's pattern of student charges differs mpstrmmrkedly
from that of other states. Table 10 provides & convenient -summary of
these differences for states that contain University a /or State
University comparison ipstitutions or that are includ in - the
community college list in Table 9. The figures express the average
student charges at community cplleges and state colleges as a
percentage of the average chafges at a state's major university
campus or campuses. The figures are based on total tuition and fees
charged to resident undevgraduates in 1978-79.

g & .
Table 10 reveals that it ig usually somewhat less expensive to attend
a state college than the major state university in the jame state.
The range is ncrmally quite narrow, however. Indeed, nowhere else is
the cost differential between a state college system and a university
system as grezt as it is in California.. Of course, the presence of a
tuition-free Commpunity College system is a major factor, since State
University campuses are the primary transfer 901n;§ for Community*
College students. In most other states, average student charges in
the community colleges are about 33.0 to 45.0 percent of those at the
Mmajor state university.

»

This latter point is quite revealing because it iilustrates sdﬁe of
the shortcomings inherent in the comparison method. While the method
can determine whether differences exist between this state and
others with respect to student charges, it can neither explain why
these differences exist nor determine whether they should continue.
ian short, the comparison method can help to determine what other
states ave doing, but it cannot determine whether California could
better achieve its educational objectives by imitating the rest of
the country.
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TABLE 10 B

AVERAGE STUDENT CHARGES BY SEGMENT AS A
PERCENTAGE OF UNIVERSITY CHARGES, 1978-79

Communi ty Coll eges State Co‘l‘legés University
State Amount Percent Amount Percent Amount
Arizona $146 26 $.500 * 91 $ 550
CALIFORNIA 7 1 205 28 ° 724
Colorado 360 43 580 69 845
Florida 375 53 709 100 709
Illinois 405 48 704 a3 846
Indiana 807 93 840 96 870
' Iowa -- - 69 92 750
Michigan 464 37 835 87 - 1,238%
Minneseta 540. 54 608 61 994
New York 722 81 895* 100 895*
Ohio -— - 1,019 104 975
Texas 120 32 348 92 378
Virginia 300 35 934 11¢ "~ 849
Washington 306 44 618 %0 687
Wisconsin 678 83 761 94 812

-

*This figure represents an average of the lower-division and upper-
division charges for resident undergraduates.

‘Base Community College Charges on Credit/Noncredit Distinction

Charging students for noncredit, continuing education courses in the
Community Colleges while maintaining a no-fee or low-fes policy for
college transfer and vocational-training courses is another
possibility. Community service courses in California are already
required to be self supporting, although until last year they were
partially subsidized by permissive community service tax overrides
in some Community College districts. Making commugily service
courses entirely self supporting would place them on much the same

‘funding basis as extension courses in the University and State

University. In the Community Colleges, however, the distinctions
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among credit, noncredit, transfer, vocational, and community service
courses have become blurv-ed in recent -years. Furthermore, some
districts such as San Francisco, San Diego, and North Orange have
exclusive jurisdiction over all adult education courses, while in
other districts the K-12 system offexs -all such courses. To initiate
and administer a student charge systen ‘based on fuzzy distinctions
would lead to serious inequities if it were not preceded by other
changes.

Base Student Charges on the Future Earnings of the Student

If the rationale for a tuition policy is based in large part on the
future earnings prospects of college graduates, .it might also appear
desirable to establish differential charges that recognize
differences in iuture earnings. To be implemented, this.method would
first require an elaborate compilation -of the future earnings
potential of a wide variety of occupations. While this approach
might be more equitable in theory than the flat-rate approaches
mentiohed earlier, it is not without its serious shortcomings.
First, and most funcamental, it is impossible to accurately forecast
the earnings potential qf the staggering array of occupations that
make up the modern economy. Second, even if the future earnings of a
wide variety of ovccupations could be-forecast, this method divorces
what a student is asked to pay from what he or she is able to pay.
Further, basing current charges on students' future earnings
potential ignores the fact that many students do not decide on a
major until their junior year or later. It also ignores the fact
that there is not always a clear connection between students' majors
and their future careers. If implemented, it would probably be
subject to the kinds of manipulation and deceptive choices of
“majors'" that have- characterized undergraduates at Cornell
University for years. 55/

Today the extent to which a college.education insures higher future
earnings is being debated. College graduates - a number of
occupations apparentliy earn less than some uni. ..ed workers in
industry and in certain skilled trades. Other college graduates
clearly earn more than most nongraduates. If a state wants to try to
recapture some of the costs of providing college ianstruction by a
method that accurately and more equitably reflects the actual
increased earnings of many of its graduates, then refinements in its
income tax system are probadbly a fairer way to achieve this goal.
Furthermore, the graduated income tax, unlike a system of graduated
tuition or fees, would not penalize those students who majored in
subjects that led t. less renumerative, yet soc1ally des1rab1e,
careers.
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. . Baso Student Charges on the Anticipated Deficits in Segmental
» 8udgets

This approach has little to recommend it, but it is sometimes used.

It would establish an unhealthy precedeat by divorcing student
charges from either the quality of imstruction offered or its cost.

A- major loss in operaung revenue by any segment, such as tha one
possibly facing California’'s Community Colleges after Proposition

13, would require substantial increases in stddent charges even L
though the "cost of instruction" remained unchanged. The same is

true of the budgetary cuts imposed on the University and State
University during the past year and adopted for this year. . An
increase in student charges to offset these budget reductions would,

in effect, "tax" the students for General Fund revenue by indirectly
forcing the imposition of a higher“charge to compensate for the lower

State appropriations. Moreover, student charges ld be increased . 1
at the very time that the educational services the':t.uxgent was paying .
for were cut. Unlike some of the other me%aods for.:, determining :
student charges discussed earlier, this approach h3s little to
recommend it beyond simple expediency. §_§/

B

Yy
LR
b
S
N
5
\“\
N \\a
2
N
8
»
. X
3

-38- 47

Loy
o



N\ ‘ .
CHAPTER III
THE EFFECTS OF STUDENT CHARGES ON ENROLLNENT AND REVENUE

Thus far, this report has uaened the social and individual benefits
of public higher education and examined the social and individual
costs. It has riviewed the current levels of student charges in the
three public scgments, described the ways income from thems is used,
and evalaated a number of slternative methods for determiding.
student charges. This, however, is only half the story.

Any satisfactory answer to the question of increasing student
charges requires a careful assessment of the impact changes would
have. This raises a whole host of additional questions. What level
of student charges is most reasonable? What impact would different
fee levels have on student participation rates? What impact would
different fee levels have on the access of various minority and low-
income groups to public postsecondary education? How would an
increase in student charges affect full-time students? Part-time
students? Undergraduates? Graduate students? Professionsl school
students? How would different fee levels affect the distribution of
enrollments among the public segments? Between the public and
independent segmepts? What provisions would need to be made to
increase financial aid if student charges were increased? What
sources of additional aid would be available? How large an
enrollment drop would be likely if new charges were imposed and
additional aid were not made available? What methods might be used
to determine astudent charges? Finally, what would the implications
be of adopting any of the alternative methods for setting fees?

REVIEW OF THE LITERATURE ON THE IMPACT OF PRICE ON ENROLLMENT

What follows is a brief, nontechnical review of existing empirical
studies on the impact of price on the demand for higher.education.
It is designed to provide readers with a kind of 1‘fomed
skepticism--that is, leaving them with neither "a blind and
unwarranted faith'in the accuracy of the numbers nor . . . an equally
uninformed disbelief in them." 57/ The discussion will attesmpt to
convey the strengths and limitations of the data and methods used in
these studies, as well zs to summarize their findings.

Most of the studies that examine the effects of price on student
enrollment decisiens follow the staniard econometric practice of
attempting to determine the reasons why students decide to enroil
where they do on the basis of information about where they actually
enroll. A few of these studies, including a questionnaire used by
the California Student Aid Commission, used the straightforward
technique of asking students what they would do if prices changed.
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. Of course, it is difficult to know how homtt.ly students answer such .
questiuns, or whether they thenulvu know how they wonld lcunlly . et
renpond. 58/

\

A report by Richard Ostheimer in 1953 for the Commission on Financing
Higher Edu ation contained what was probably the first econometric
study of th) demand for higher education. The study estimated the
effect on college enrollment of tuition, family income, educational
background, and the proximity of .colleges and universities. Most of

o the early work on enroliment demand was based on aggregate enrollment
data collected by the federal government. These early studies
usually examined either enrollment variations across states in a
single year or for the country as a whole over time. The object was
"to try to determine how much of the observed emrollmeat variation
could be accounted for statistically by variations in tuition rates
and how much by other measurable factors such as income levels." Ie-— —
was assumed that statistical correlations between price and \
enrollment stemmed from the effect of price on enrollment decisions,
and that such correlations would therefore "show how the average
student would respond to a change in tuition" or price. 59/ ‘

In the last few years, the focus has shifted from aggregate data to
data on individual students, and the studies have become more
sophisticated. These include a nationwide study of access by
John Bishop, and several studies by Stephen Hoenack which focused on
enrollment demand at certain public institutions. The primary
emphasis was still on the effect of price on a student's decision
vhether to attend college or not. Although relying on individual
student data, .he focus of these studies was still on access, not on
which institutions students chose to attend and why. 60/

Two well-known studies completed in 1974 iavestigated the question
of student choice using the same kinds of data. The first of these
wss Roy Radrer and Leonard Miller's study for the Carnegie Commis~
sion, Demsad and Supply in U.S. Higher Education. The second was’
Meir G. Kohn, Charles F. Manski, and David S. Mundel's study for the
Rand Corporation with the forbidding title, ™An Empirical
Investigation of Factors Wwhich Influence College Going
Behavior." 61/

The basic methodology in these studies of student choice can be
summarized as follows: 1!

The studies first try to impute to each student in a sample
of students s set of available college-going slternatives,
taking into account location, academic ability, and the .
like. They then gather information about the ‘
characteristics of the colleges available to the various
students (their cost, selectivity, and so fortb) and
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background charactaristics of\ the ‘students and their
families. A statistical techmi.qne called conditional
logit mlysis is then used to . infer how the
characteristics of the collegu\ and the astudents
interacted to produce the set of \college choices the
students actually made. In effact,\en computer tries out
alternative weighting schemes for the\factors impianging on
the decision process (coat, quality; family income), and
selects the schema that best accounts for the decisions
the students made. 62/ \ N

\

Although these part;cuhr theoretical -odali\provide the most
complete: picture yet of the student-choice process and have great
promise, they also have certain shortcomings. The\data demands are
enormous and do not come near being wet. The cost a conditional-
logit computer run is much greater than the more widely used
multiple-regression technique. Finally, in order .to mske the
computations managesble, numerous assumptions sbout 1 nature of
the student-choice process maxt be introduced a priori. It is
therefore temptiang but dangerous "to interpret as e-piri 1 findings
relationships that are in fact built into the model a griori“!mch

as . . . lower price responsiveness among higher income groups." Of ‘

course, if the underlying assumptions are correct, and most seem
quite plausible, such models caa provide a remarkably coamprehensive
picture of student demand. 63/

Before summarizing the findings of these satudies, ome final
cautionary note is necessary. Student charges are @nly one of the
factors that determine who goes to college, and they are by no means
the moet important. Studies that incorporate sociological,
educational, and economic variables place the importance of cost
variations in a somewhat different perspective. ;The intellectual
ability of individuals, their socioeconomic chardcteristics, their
schooling, and that of their parents, have stronger effects on the
probability of attending college than costs or financial aid, but, of
course, thegse variables sre less easily altered by educstors or
legislators. Furthermore, the ability of educators to achieve
educational or social goals through higher education is limited by
the variables that they are able to influence. 64/

Y
Summary of Findings in Empirical Studies

The one universal finding from these studies is that price does
affect access. Every single study finds a significant negative
relationship between the net ‘price faced by students and their
probability of attending college. On the question of to what extent
enrollment would increase if charges were lowered, or to what extent
it would decline if they were raised, there is much less agreement.
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Translating the results of these demand “studies into s common,
comparable format requires standardizing the ‘coefficiemnts for
average family income, the average cost of .anatiou, age~specific
participstion rates, snd changes in the Consumer Price Index. Thia

was done in 1974 by Gregory Jackson and George Weathersby, who, at 3
‘ ©  that tise, offered a "ballpark" estimate of a 2.5 percent chapge in \ A
enrollment for every $100 change in higher education prices. ln the
same year, Michsel McPherson reformulated and revised Jackson and : o

Weathersby's work. He concluded that a $100 decrease in tuition
occnrriug at all colleges simultanecusly waould lesad to -about a 1.0
percentage-point increase in the enrollment rate of eighteen- to.
twenty-four year-olds. Since approximately oue-third of this age
group is enrolled in postsecondary educational iastitutions \
nationally, this is equivaleat to a 3.0 perceat .incresse in ~
enrollment. The conclusions of the two studies-are actually quite
similar. The 1.0 percentage-point, or 3.0 percent, figure is widely
accepted as the best estimate of the effect of a $100 decrease on :
public institution earollmeats, although the estimate needs to be

. adjusted for changes in the Consumer Price Index since 1974. 65/

Because of both its breadth and its simplicity, however, this
N generalization is dangerous. It obscures important distinctions

critical to this analysis. Clearly, the impact of price changes is

not tha same for all students s% all institutions. First, as might
be expected, one of the consistent fiadings in most studies is that
individuals from lew-income families are more affected by price
changes than are individuals from high~income families. Second,
students of higher ability are less sensitive to changes io cost than
other students.: Third, the impact of a $100 iacrease in costs at an
inexpensive achool is much greater than it is at a high~tuition
institution. Stated differently, the price response is different in
independent institutions thaa in public ones, and it may vary among
public institutions as well. TFourth, price changes in public
institutions, or in any group of institutions for that matter, could
lead to enrollment shifts between institutions--between the public
and indepehdezﬁ sectors or between segments within the public
sphere. All these variables need to be incorporated into any model

. that attempts to assess the impact of price changes on

. enrollment. 66/

!
\58@1’1011& UNDERLYING THIS REPORT

1n developing this report, certain general assumptions were made.
These assumptions are enumeratad here to clarify the alternatives
being tested, and iaclude both basic asssumptions and possible

options. ' ‘

ol .
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o The delinsation of functions for sach public

in the 1960 Naster Plan for Mighet Education would coffinue, and
thue functiom vould be uinuim:d

¢ While the models can approxmtn the impact on enrollmant and
enrollment-~driven budgets, they cannot assess the possible
impact on the quality of academaic programs.

e All three segments of public higher education would bde
counsidered together and the impact of any proposal on every
segment would be weighed.

¢ The existing access to pnblicfhigher education should not be
diminished as a cousequance of any chauges in student charges.

o Providinog financial aid for needy students is a public
responsibility. That ia, the additional financial aid flunds
needed would come from the State and federal xovermta, not
from cther atudents and their families,.

¢ Insofar as yosaible, any in’éraue id studeant charges should not
produce snificant earollment " shifts awong the public
segments. -

Any increase in undergraduate charges at the University would
continue the existing flat rate which encourages students in
that segment to pursue full-time studies.

. @

® Any inc-~age in student charges at the State University would
take inl. account the existing differential in fe2s charged
students t2king more than six units and thogse charged students
taking less.

°F

¢ Any student charges imposed on part-time students in the
Community Jolleges would be based on some propertion of their
credit load in rgelatien to the credit load carried by full-time
students.

DEVELOPING A MODEL

In ovder to assess the enrollment effecta and the revenue
implications of verious student-charge options, a wmodel was
developed that could be applied to public higher esducation in
California. The waodel distinguishes between resident and
nonresident students at all academic levels im each segment. It
distinguisaes between full-time and part-time students in all
segments, and between undergraduates and graduste students in the
four-year segments. The model adjusts for differences in the price
respousivensss of students from families with differsnt incose
levels by ‘using different tuition-elasticities for low-, middle-,
and high«income groups. [t recognizes possible differences in
charges between part-time and full-time students and differences in
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cthair eligibilicy for fioancial aid. It examinee the existing
financial aid progrsms, including the Cal Graat programs and the nev

Middle Iocome Student Assistence Act (MISAA), and thair possible
impact on st price changes, but it does not assume there aecassarily
would be any other automstic iacreases io the amount of studant ' aid
svailable, It attempts to differeatiate Beatween attrition asnd
segmental shifts in enrollment. Finally, the modal cteflects the.
diffarent kinds and combinations of studsats presant ia each of the
public segments in its assessseat of the possible enrollaeac
ieplicaticns of different student charges.

Yany of these same distinctions ace also usad ia Amalyzing the
possiblie revenus implicatioss of various lavels of student chazges.
For each option testad, it sssumes that ado additionsl fimancial aid
would be sade available from the State and fedaral goveraments beyood
the Basic Rducation ‘Opportusity Graanta (BEOG), as sodified by MISAA,
for those who are or would be eligible, and the added asaistance
current Cal Grant racipi’ﬁu woild receive.

Soscitic Components of the Moddl to Assess Enrolinent Effects
L. Tha Tuition Elasticity of Eorollment Demand

Tuition elasticity is defioed as the percent change in enrolliment
produced bty a 1.0 perceat change in unat price. It {s this measure
that enables us to apply the findings from national studies to the
distinctive price and enrollaent charscteristics of Califorma
publ’c higher education. Evalustiag the ispact of differemt price
levels on enrollaents io diffareant kinds of institutions depends on
the use of this measure. The modal uses the tuition-wlasticity
concept-for -4ssdssing tha earollsent impact oo tha University and
Stats Doiversity.* ‘ :

"ﬂn wiial saae ohe zuition-slastizity coacewt for thw Juiverwity wmd State Oniversicy in «a
souation with the followiag geeersl loven -

l&falf!i) - N&(ﬂ!l!cl)
Mhetrey

mfux:m = The peremat chaage is swrellamt for & particulsx type af svedamt fov 3 givem
' change in sCwéemt charges for that type of stuiemt.

tt-‘m“m-‘mmmmam
ut-mudtm-to!mundnmnymwm-ot scodent .
&:l-mmmnwmwmmortuue;

Ci = The curvest charges paid Yy hat fype af scudamt.




{ . S
Recsuse student o ;rzn in the Go.umlty Golltn: are cnut,hny
zero, and because the results of dividiag any equation by zero are

2 . undefined, a different kind’ of sduation was raquired for that
segment . . \

4

" The reader does not have to upderstand any of the fo:du in, the
sodel in order to comprehend the assessments of vario options.that
are made later. The formylas are provided only for those who are
tntetuted in the specific ways ln which the co-putatiom are
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\ . 2. The Effect of Family Income on Tuit{:}nn E.:listficit;y

- Most of the studies discussed earlier conclude that students’
C responsiveness to changes in student charges varies depending upon
\ : family-income level. While not all studies agree on the magnitude of

- these variatioss, \it. appestrs that low-ipcome gtudents are
apyroximately twice “as price respoasive as middle-income students.
High-income students are about two-thirde »s cespoanjive as middle-
: ‘ jocome astudents. 868/ .Therefere,  tha following coesfficients of
AN tuition elzsticity are utilized 1o the wodel:
| -~
TABLE 11
. TUrTION-ELASTICITY COEFFICIENTS BY INCOME LEVEL
Income tavel : | Coefficient
Law Income {(Under $12,00Q0) ~0.&37
Middie lncome (512,000-824,999: -0 218
High lncome {SE.’S,‘GGG apd Abovs) -0.146

3. Source wf Family Income Information For Each Segment

The data op family-iacome are taken from the 1975 Jtudent Rescurce
Survey published by the Californas Student Aid Commission. The
information {8 several yesr. old, but more recent data agye not
available. Furthermore, while the sampling techniques used for
State University students sad for full-time Communiry College
studenta could have been improved, no better aor more accurate
1oformation ou this subject exists at the present time.  Iondeed,
after adjusting the resuits of an earliar Studest Aid Commission
suprvey {1372} for chsnges in the Consumer Price Index, the results of
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the two surveys are comparable. This suggests either that a
congistent bias exists in these two different surveyx or that the
surveys are reagonably acturate. This report adopted the latter
conclusion. It used the 1975 family-income data as the best
approximation available of the asciual income distridbution within
each segment, and adjusted the figures for chapges id the Consumer
Price Index between December 1974 and Decesber 1978. The results are
summarized 1o the following table. 69/

N
TABLE 12
PERCENTAGE DISTRIBUTION OF UNDERGRADUATES BY
FAMILY INCOME LEVEL AND BY SEGMENT, 1978.

State Community
Income Level University University Coileges*
Low Income 16.7% 31.2% 38.4%
{Under 312,000)
Hirddle Income 37.3 42.3% 38.0
{512,7300-524,999)
High Income 46 .Q 26.3 23.86
{525,000 and Above)
Hean locome $21,965 518,530 517,095
Hedran facome $23,300 $17,000 s$15,500 ¢

*Based on full-rime students oaly.
Source of Data: California Studeat dad Commigs:ion, Studenl He-
~source BSurvey, No. Z {Awgust 1976, p. 35.
Figures adjusted for C.P.1. changes betweean
December 1974 and December 1§78.

w. Distincrion Betweea Resideat and Nonresident Students io the
Upiversity and State Unaversaty

Noaresident, or ocut-of-state, students ave charged the same fees as
otber students plus a nonresident tuiticn fee. In the University,
nonresident tuitivn iocreased from $1,905 per yesar in 1978-79 to
52,400 thiz year. In the State University, ononresident tuition
rocreased from §1,710 last year to 51,800 this year. Any increase in
charges for resident students would be added to the increases already
adopted for nounresident students. Consequentiy, since both the
current charge and the si1ze of any future increase would vary hertweeon

N
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resident and nonresident students, the enrollment effects of such a
change would also vary.

5. Distinctions Between Full~time and Pert-time Students For Fee
Purposes

Az noted earlier, it is assumed that any increase in student charges
in the University would not vary betwszen full~ and part-time
students. Jt is also assumed that any increase in the State
University would reflect the existing distinction in charges. o
other words, studeants takimg 3ix or fewer units would be charged
approximately 80.0 percent of what students taking more than six
units are charged. It is alsc assumed that Community College
students would be charged on sowe basis that recognized the large
numbar of part-time atudents in that segment. The model therefore
assupes that Community College students taking six or fewer units
would be charged 60.0 percent of what those taking wore than six
units are charged. Of course, ioc all three segments the get price
inocrease faced by students alsc depends oo differences i1a aid
eligibility between full- and part-time students.

. The Middle Incime Student Assistance Act (MISAA) and Elagibility
For Basic Educational Opportumity Grants (BEOG)

Over the last decade the federal government has dramatically
rcoreased its commiiment to provide student financial aid. The most
recent action was the passags of the Middle Income Student Assistance
Act, which vakes effect this year. In anwffort to provide financial
asgistance to students from middle-igcome families, as well as aid to
those from low-income familiey, Congress modified the way pareptal
assets were treated and changed the basis for computing the standard
parental contribution. The resulit was to raise the family-income
cerling for axd eligabrlity. Last year, for example, it was rare for
a dependent studealt from a family of four to receive a BEOG graot if
his or hec parents’' taxable ipcome exceeded 515,000 per vear. Thas
year under the MISAA, similar students from families with annusl
racomes of up to 325,000 could be eligible Tor an least s minioum
BEOG graat of 5200. )

The situation 15 different for part-time undergraduate students frow
these sawe 10come groups. First, those students taking fewer than
51X units per terw are not elf{gible for finmancial aid no matter hov
lov their family iacome. Second, those taking from six to eleven
units are eligibie, in theory, for a fraction of what full-time
students with comparable familv 1i1ncomes receive. & practice,
however, the percentage of part-time undergraduates recerviag aay
BEGG tunds has been gquite limited.
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GCongress attempled to provide sufficient funds to raise the amount of
the maximum BEOG grant frow $1,600 to 31,800, or one-half of the cost
of attendance, whichever is less. Congrenn also attempted to
liberalize the provisions of the law affecting full- and part-time
independent (self-supporting) students, but several complications
make it unlikely that the independent-student provisions will be
implemented this year. 10/ .

If student charges were increased, the additiounal finaacisl aneed
created would oanly be partially offset by an increase in BBOG funds.
Indeed, even under optimum conditions, the State could not expect
that any more than one~half of the additional financial need of full-
time students frow low-income families would be offset by BROG
‘monies, even with full funding of the program. Due to the recent
changes in the law, however, most full-~time students from middle-
income families will become eligible for a BEOG graant for the first
time in the 1978~79 academic yesr. For many of them, this will have
the effect of offsetting almost the eatire amount of any increase of
up to $200. Nevertheless, in subseguent years, the size of the BEOG
graonts that wmost middle-income students would receive would not
increase if charges were incressed. Moreover, students from high-
inceme families would have to pay the eantire amount of any increase
themselves. HMost part-time students, regardless of their family's
income, and most independent studeuts could not count on much, if
any, additional finaocial aid. 71/

Tha models used 1o this study were designed to take all these factors
10t o coansideration in ovder to determine The net cost increasss that
ditfferent kiods of students would face if charges were raised.

PN

-

Caiifornis's State Student Aid Programs and Current Cal Grant A
and Cal Graot B Recaipireats

The current Col Grant A and Cal Grant B prograss administered by the
Student Aid Cozwmission assist sTtudents in both public 2nd
iodependeat instituticas. The number of awards is fixed by statute,
and this model assumes that only current recipients could count on
a1d {rom this source in the eveant of an increase in student charges.
Cal Grast A recipients, including those who are among the Community
College reserve winners, would have the entire amount of any fee
increase offset by the State. New Cal Grant B winners, however, do
Dot receive any money from the State during their first year to cover
student <charges. Since nost of these students are fros
disadvantaged, low-income families, they would probably qualify to
have approximately one-half of say fee increase covered by a BEOG
grant during their first year and the entixe amount covered by the
State after that. Table 13 shows the number of C)l Grant A snd Cal
Grant B recapients curreatly enrslled in each of the pblic segments.
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~ The figures are broken down by family-income level. Morepver, the

figures for Cal Grant B indicate the number of recipients who would
bhave a fee incresse offset by their grant and the number who would
not,

TABLE 13

CURRENT CAL GRANT A AND CAl GRANT 8 RECIPIENTS
BY FAMILY INCOME AND SEGMENT, 1978-79.

CAL GRANT A
Income University - CsuC cee
Level - Number Percent Number Percent Number Percent
F 4
Under $12,000 3,536  29.43% 3,076 36.31% 3,688 100.00%
512,000-~824,999 7,432 61.85% 4,373 58.71 -0~ 0.00
$25,000 and up 1,0&8 8.72 422 4,98 -~ 0‘90

TOTAL }z,éiifﬂfgga 8,471 3,688
o | CAL GRANT B

Under $12,000 2,400 98.30% 3,592  97.00% 3,658  98,50%
$12,0006-$24,599 42 1.70 111 3.00 56 1.5
$25,000 and up -0-  0.00 0= 0.00 ~0- 0.00
TOTAL ELIGIBLE 2,442 3,703 3,714

TOTAL RECIPIENTS 23,427 5,521 7,805

Source of Data: California Student Af{d Commission, Cammlssion
Agenda (October 1979). Alsc based on
conversations between California Postsecondaxy
Education Commission staff and Don Hills,
Reswarch DRirector, California tudent Aid
Commission.

i
&. The Community College Case

Estimates of the earcllment impact of increased student charges in
the Community Colleges are subject to a much higher degree of

uncertainty than those for the public four*year segments. Both the
undergraduate-graduate and the resi ._distinctions are
largely irrelevant in this segment. Data on income distribution

exist only for full-time students. Almost all the national studies
of the price responsiveness of students focus on traditional

undergraduates between the ages of eighteen and twenty~four. The
existing evidence suggests, moreover, that older students are more
price responsive thap younger snes, and that low-ability studeats

)
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are more price responsive than high-sbility students. Finally, the
current tuition-free status of California's Community Collages makes
projections based upon tuition-elasticity coefficients impossible to
compute. Thersfore, an alternative techpniqueifor estimating the

enrollment effects of changes in student charges bas been used. A

orief summary of the methodology is provided in Appendix A of this

report because it is too complicated to describe in the text. 23/‘

>

Specific Compaonents of the Model to Assess Revenue Effects

There are four compcpents to the revenue wmodel: (1) the gross
revenues derived from higher fees, (2) the net revgnues derived from
higher fees, (3) the sdded costs to the State of funding current Cal
Grant A and Cal Grant B recipients, and (4) the additional BEOG funds
that increased student charges would bring into the State. ‘

4
1. Estimating the Gross Revenue That Would Be Derived From In-
creased Student Charges

The computation of the gross revenue generated in each segment by an
increase in student charges involved not only multiplying the amount
of the increase by the number of the students remaining t> pay it,
but subracting the amount of the current charges paid by those
students who leave because of the i1ncreased charges.*

-

™

‘?m: exsmple, the sdditional gross reveuns genersatad in esch ocsgmamt by & 3100 increase in st{»

dent charses <an be zalzulated from the folliowing forwlas:

- T - - Al - he ) * - T3
P\JC $100(8~E") 35‘95{2“ tur ¥ - s 32.629(!M )

K ; ;
- - Y - : 3 - *'\ - 5 ¥ - ? 1 N - d )
CIUC 3190{2! !f ¥+ 3313{1, !? Y+ 3190(t“ !“ Y - 320 (!g T -8 Sitp 3‘ 31,913(1m ]

- - + - *
accc 5100(!: tf ) - 3&Ot2? zp 3

&

Whetre:
« The additions]l gross rTevenua gensratad iz ths seghent desigaated by the subscript.
= The resicent undwrgradusts sarollment in the Uaivarsity regardless of credit load.

' « The resident undetgradusts students in the Univermity who would lLewve because of an
incresse in student charges.

4 « The sumber of nouresidwnt vodergraduats students currantly exroiled in that public
soghamt .

E ' = The mumber of uopresident wiergraduate stuimets whe wuid lessve decsuse of the io-
crease in studemt hatged.

= The nembar 9f restident sndergradustes taking wore than six u'uiu of course work per
oTw.

T, ‘= The mmber of residemt uiﬂtrxnduatu taking wore than six units of course work pear
zarm who would leave hecause of the incresss it student charges.

* Ths aumber of rtesident undergraduate students taking six units or lees Der tars.

£ ' = The mmber of resident undergraduste students Zaking six units or less per term who
would lasve decauss of the lacrsase in student charges.
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2. Estimating The Net Revenues Generated'By Increased Student
Charges

The gross revenue projections Geveloped in the preceding section do

not represent the amount of additional revenue each segment would \ :
have at its disposal even if all the funds from increased student J
charges were allocated to the segments. Although enrollment \
declines are taken into coansideration in calculating the additional

gross revenues that would be generated by increased student charges,

they enter into the calculations a second time because of the

existing budget formulas. These formulas require that if the

enrollment losses~-converted now from headcount students to full-

time equivalent students (FTE)--exceed 2.0 percent of the segment's

current FTE enrollment, the segment would be required to pay back to

the State a certain amount’ ‘per FTE student from its allotted budget.

In the case of the Community Colleges, average daily attendance (ADA)

is used as the measurement unit rather than FIE. 73/

3. Computing The Amount of Additional State Money Necessary To Fund
Current Cal Grant A and B Recipients If Student Charges Were In-
creased

Although the number of Cal Grant awards currently is limited by
statute, the amount of money necessary to fund them would increase if
student charges were raised at public institutions. Further, some
Community College students would be eligibie for these awards if
charges were imposed in that segment too. The cost to the State for
increases in the size of Cal Granty for current recipients can be
computed by simply multiplying the number of recipients in each
public segment by the amount of any increase in student charges in
that segment. The one exception would be new Cal Grant B rscipients.

4. Computing The Amount of Additional Federal BEQOG Funds That Would
Be Made Available To California Students If Student Charges Were
Hade

The receat changes in federal student aid progrags will increase the
number of students eligible for BEOG grants this year, the size of
the grants received by many students, and the number of federal
dollars for studeat aid coming into California, whether student
charges are raised in its public imstitutions or anot. Moreover,
there is every indication that Congress will be watching states
clogsely to see éth the BEOG funds that were to be used for financing
the Middle Iacome Student Assistance Act are oot coosumed by states
seeking to ''capture" these monies by raising studeant charges at
public postsecondary institutions.. 74/



If charges were increased, the amount of additional federal BEOG
funds that. would be ava’lable to public institutions would vary with
each segment. The cri:ical factor iz the number of full-time
undergraduates in each of the different income groups within the
segmtnt. The eligibility indexes for full-time undergraduates from
families with different apnual incomes were computed usigg both ghe
old BEOG formulas and the new ones. To make the calculations more
sanageable, the indexes were computed for dependent students from
four-person families with one child in college, since such studeats
are generally regarded as typical. To detsrmine both the aumber of
students eligible for federal financial aid and the amount of aid
each would receive if charges were increased, the BEOG eligibility
indexes for full-time students, and for part-time students taking
more than six units per term, are then compared to the income
distribution of such students in each segment. Fourteen different
income groupings are used in the actual computations for each option
tested, but the results are then agaregated into three income
categories (low, middle, and high) for presentation in the sumsmary
tables. Tt is in this wmanner that the estimates of additional
federal revenue are developed for each public segment under each
option.

A Final Note On The Models -

Several other approaches could have been used to investigate the
possible impact of increased student charges on enrollment aud
revenues in California public aigher education. It would have been
possible to conduct an extensive study using individual student data
and the most sophisticated mathematical models to measure the
effects of price, ability, family income, and other critical
variables on student access and choice. The amount of time required
and the substantial expense involved for such a study made this
option unattractive. On the other hand, it would have been possible
to despair over the imperfections in the available dats and simply
apply a simgle, national-average figure for enrollment losses to
California's public institutions. To do so would be to ignore all
the important differences in public higher education between
California and the rest of the nation. It would also have ignored
the important differences ir .the cost, mission, selectivity, and
types of students that exist among the State's public segments of
higher education.

The approach used in this report involves neither of these extremes.
Rather than attempt to replicate the most sophisticated studies on
student demand and choice, the relevant findings from the best
national studies were selected for .application to Californmia's
situation. Not all the data necessary for an assessment of the
impact of increased charges on enrollment existed for each public
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segment in the prenise form needed or desired. The -imperfections in
these dats could not be ignorad, dut neither could the models ignore
the known differences in the prite responsiveness of differeat kinds
of studeats at different kinds of institutions. Consequently, while
exact data from the ‘Commission's information system were used
wherever possible, the best available data were used vhere
necessary. Certain assumptions had to be made to complete workable
models and to secure some of the information needed for certain
formulas. The assumptions incorporated into the models- are
specified in each instance so that technical adjustments or
corrections which might later prove necessary could be made. The
results reported on. the tests of each option in the following
sections represent the best possible estimate given the inherent
limitations of current knowledge. None of the figures should be
accepted uncritically, nor should they be disaissed out of hand.
They. provide reas:iably accurate approximations of the likely
enrollment and reveaue iLpiications of possible changes in student
charges in California public higher education.
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CHAPTER .1V

Fs

TESTING POSSIBLE POLICY OPTIONS

This chapter examines the enrollment and revenue implications of
various levels of student charxges. For each method of setting
charges examined, the new fee levels are calculated by segment and
the implications of that option are assessed. The effects of

increased charges on enrollment, student composition, segmental

revenues are evaluated. Nevertheless, while it is hoped that these

tests will help clarify the key questions, they in no way constitute
a policy recommendation.

OPTION 1: LEAVE.STUDENT CHARGES Ai THEIR CURRENT LEVELS.

The decision to maintain the current levels of student charges in all
three public segments could affect enrollment, revenues, and /
educational programs in California public higher education in tHe
long run. If budget reductions of the magnitude faced by the four-
vear segments for the last two years were to continue to be impoaed
upon them, it would have a serious impact eventually. Maintaining
student charges at their present levels, except for the planned
increases in nonresident tuition at the University and State
University, would not affect student costs or the current level of
demand for student financial aid. Therefore, enrollments in the
four-year segments are not likely to decline. The gquestion is how
long the University and State University can continue to absorb large
budget cuts without damage to their educational programs.

The lack of additional funds might prompt the Community Colleges tc
reduce their course offerings rather than sacrifice their existing
programs. In 1978-79, the Community Colleges responded to their
budget deficits by reducing the number of courses offered,
particularly noncredit evening courses for patt-time students. The
result.was a loss of nearly 125,000 studefits, for an overall
enrollment decline of 9.5 percent. Enrollment in credit programs
dropped by 6.1 percent, while that in noncredit programs dropped by
29.0 percent. Future budget deficits might bring a similar response
by Community College officials, but the return to an enrollment
sensitive budget formula makes this somewhat unlikely.

-

OPTION 2: RAISE STUDENT CHARGES BY $100 PER YEAR FOR FULL-TIME
UNDERGRADUATES IN ALL THREE PUBLIC SEGMENTS, BY $80 FOR
PART-TIME STUDENTS TAKING SIX UNITS OR LESS PER TERM IN THE
STATE UNIVERSITY, AND BY $60 FOR STUDENTS TAKING SIX UNITS
OR LESS IN THE COMMUNITY COLLEGES.

-54-
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The purpose of imcluding this option is to spell out the full
implications of the models developed earlier.- The tables which
follow summarize the enrollment and revenue impact of increasing
student charges for undergraduates by $100. The figures revesl that
BEOG funds would offset one-half of the cost increase for most low-
income students enrolled fulltime. The effect of implementing the
Middle Income Student Assistance Act this year is quite evideant. Its
impact on the net cost increase faced by students is particularly
pronounced on those from aiddle-income families, zince wost of these
students are eligible for a BEOG grant for the first time this
year. 15/ Curreat Cal Grant recipients would have the entire amount
of any increase offset by the State, except for first-time Cal Grant
B winners whose grants do not cover any fee costs during the first
year of college. Only a fraction of the potextillly eligible part-
time students preseatly receive BEOG support, however, and it is
assumed that thfs situation would not change significantly. 76/
Further, it is also assumed that no other major new sources of
financial aid will be forthcoming to supplement existing ones.

Table 14 summsxizes the impact of student-charge increases on
undergraduate enrollment at the University of California. The model
projects an overall enrollment decline of 1.42 percent prior to
taking current Cal Grant recipients into cousideration. Such an
attrition rate is quite consistent with what is known about the
behavior of high-ability studenta from middle- and upper-income
groups--the predominant type of undergrsduate at the Uaniversity.
Moreover, there are 15,443 full-time dergraduatea at the
University who currently have either a Cal Grant A or a Cal Grant B
award. Approximately 14,458 of these grant recipients would have the
eantire fee increase offset by the State. Thus, there would probabiy
be uwo drop in the npumber of full-time undergraduates at the
University if student charges were increased by $100 per year,
although there would be a possible loss of 232 part-time
students. 77/ Despite this, thers would be no appreciable change in
either the size or the composition of the University's undergraduate
student body.

Table 15 shows that the impact of a $S100 fee increase on
undergraduate enrclliment would be greater in the California State
University and Colleges, in spite of the provision for a slightly
lower increase for studeunts taking six units or less per term.
‘Ovarall, the projections suggest that the undergraduate, headcount
enrolliment in the State University would drop by 8,800 students, or
by 3.69 percent. The presence of 8,471 Cal Grant A recipients and
3,703 Cal Grant B recipients would help to reduce the attrition among
full ~time undergraduates, but the attrition among part-time atudents
would be substantial. 78/ ~
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TABLE 14

ENROLLMENT IMPACT OF A $100 INCREASE IN STUDENT CHARGES AT THE UNIVERSITY

Nonresident Undergraduates

Resident Undergraduates

Fuli-Time

Part-Time ‘
{6.1 - 11.9 Units)

Part-Time
{6.0 or Less Units)

Total Undergraduates

)

-

Juition

(

by

Het Loss After

Income Net Cost Students Lost Cal Grant Offsets
Level Percent Number Elasticity Increase Percent Number — Number Percent
High ~-— 3,891 -0.148 $595 -3.322 - 129 - 129 -3.32%
Low 16.7% 13,595 -0.437 $0-$50 -2.25 3006 - 0 ~0.00
Middle 37.3 30, 365 -0.218 $0 ~-0.00 - 0 - g ~G.00
High 46.0 37,447 -0.146 $1060 -2.20 - 156 - 0 ~-Q,00"
TOTAL - 81,407 - - -1.30 -1,062 - 0 -0.00
Low 16.7 171 ~0. 437 $50-~$74 -3.5¢° - 27 - 27 -3.50
Middle 37.3 1,722 -0. 218 $0 -0.00 - 6~ 0 ~-0.00
High 46.0 2,123 -3, 146 5100 ~-2.03 - 43 -~ 43 -2.03
TOTAL - 4,616 - - -1.32 - 70 - 70 -1.52
Low 16.7 175 -0.437 $100 -6.26 - 11 11 -6.28
Middle 37.3 391 -0.218 $100 -3.07 - 12 - 12 ~3.07
High 46.0 481 -0.146 - $100 -2.08 - 10 10 -2.08
TOTAL -- 1,047 - -- -3.15 - 33 - 33 -3.15
Low - 14,541 -0.437 - - — - 38 -0.26 .
Middle - 32,478 -0.218 -- - - -- -~ 12 -C.04
High - 43,942 -0.146 - - - - 182 -0,42
TOTAL -- 90,961 -— ~— -~ -- - 232 -0.26
* VR
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ENROLLMENT [MPACT OF A $100 INCREASE IN STUDENT CHARGES AT THE STATE UNIVERSITY

Nonresident Undergraduates

Resident Undergraduates

Full-Time

Part-Time
{6.1 - 11.8 Units)

Part~?ime\
(6.0 or Less Units)

Total Undergraduaties

e S
-

TABLE 15

Income Tuition Net Cost  Students Lost
Level  Percent Humber Elasticity Increase Percent Numbar’
2
High - 8,507  ~0.146 $190 ~1.45% - 123
eng) |
tx
Low 31,21 50,197 -~0.4? $0-$50 ~9.49  -4,756
Middle  42.% 68,376  -0.218 $Q ~0.00 - 0
High 6.3 42,313 -0.148 3100 -7.12 -3,013
TOTAL -- 160, 836 - - 483 -7,769
Lo 3.2 11,088  -0.437 $42-876  ~i5.02  -1,66%
Middle  42.5 15,106 -~0.218 30~5100 - 0.32 - 48
High' 6.3 9,346  ~0.146 $100 - 7.12 . - 665
10TAL . e 35,538 - - - 6,69  -2,378
Lov 3.2 9,463 ~0.437 § 80 ~19.98  -1,891
Middle 42.5 12,8900  -0.218 $ 80 - 9.87  -1,285
High 26.3 7,976 ~0.146 § 80 ~ 6.67 - 532
TOTAL ~~ 10,329 - - -12.23  -3,708
Low - 70,748 ~0.437 - -~ .-
Hiddle - 96,370  -0.218 e .- -
High - 68,142 ~0. 146 e -~ { =
TOTAL - 238, 260 - PR — -
»

*

Net Loss After
Cal Grant Offsets

Nouber_

- 123

-2,391
"‘2; 591

~1,665

- 48
- 665

~2,378

-1,891
‘"1. * 285
-~ 532

~3,708

"'33 55%
-1,333
-3, %11

-8, 800

N

~1.%52

~0.00
-0.00
-6.12

~1.61

~15.02

~ 0,32
- ?;12

- 6*&’

*1§-98
~ 6,67

-12.23 -
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It may appear odd that the cnrollment decline would be so.auch
greater 1o thz State University than 1o the University, but there are
a number of factors which may acccunt for this. The current fee
structures in the two segments differ markedly, and $100 representr a
much greater percentage increase in the State University. Further,
despite current student aid programs, low-iacome students are more
price responsive than those from familier in the higher-income
brackets. Low-income students account for nearly one out of every
three undergraduates in the State University, but only about one out
of every six wn the Uaiversity. The admission requirements and the
characteristics of the studenta differ between the two szgments, and
there 15 likely to be some differeutial in the future earningr

‘potential of their graduste« as well. The possible.substatution of

two years at a local Cowaunity College in the event of a cost
incresse would be much more likely among lower division commuter
students at the State University thas among typical lower division
students at the Unxversity. The greater ocidence of part-time
vtudents in the State University also wakes the higher overail
attrition rate 1n that segment more likely. 79/

Table 15 indacates that the attrition rate in the Community Colleges
would be higher than in the other two public segmeats. Oversll
sarollment wouald drop by 5.07 percent, or hy wmore than 538,770
studeats. Tha case of the Community Colleges 18 unique because these
schools currently do not charge fees to their regular students. The
wacome dastribution among fullwtime Comwunity College students most
vlosely resembles that in the State University. Nol surprisiogly,
the projected attrition vates for full-time students in both
segments are quite sumilar prior to taking Cal Gramt offsers iato
consideration. Since €al Grant A awards cover only the recipients’
required fees, Community College studanta currently do oot receave
these¢ awards. There presently are 3,688 Cal Grant A reserve winners
atteuding Commurity Colleges; they would presumably have the entire
cost of any fee increase covared, as would second year Cal Greant B
recipients. With many fewer Cal Grant A wianers, and wath @ much
higher percentage of first-year Cal Grant B winners thaa either of
the public four-year segmeats, the aet attritioc vate ampng full-
vime undergraduates in the Comsupity Colleges wouls ba greater.

Among part-time students, attrition rates ia the Community Colleges
would be lower than those in the State University, especially for
students enrciled for six units or l=ss8 per term. These lower rates
couid be attributed, in part, to the lack of sducational alternatives
for many Comaunity College stuldents, and to the fact that the
Community Colleges would still be the lesst expeunsive of all
postsecondary education alternatives. For vocatioaal students 1o
pafticular, the only altercative is s much higher-priced proprietary
school, and for the others who are not eligible for the University or
State Universily, the oaly alteraative 1s pnot to attewd college at
ail.



- TABLE 16
ENROLLMENT IMPACT OF A $100 INCREASE IN STUDENT CHARGES IN %ﬁi COMMURITY COLLEBES
\
- Net Loss After
Income Tuition Ret Cost Students lLost Ca! Grant Offsets
' Level Percent MNumber cigsticity Increase Percent Numbar Number = Percent
Undergraduates
Full-Time Low 384X 120,248 -0.437 $0-550  -9.08% -10,914  -3,368  -2.97%
Middie 8.0 118,987 Q. 218 $0-$100 -0.54 - 639 -~ 583 -0, 48
; High 23.6 73,903 -0,148 5100 -7.12 - 5,282 5,262 -2.12
‘\? - TOTAL - 313, 149 - -~ -5.37 -.5,81% ~9.413 -3.00
AN
Part-Time Lo B4 82,838 - 50~576 -§.32 0~ 5,33 - 5.23% -8, 32
{6.1 - 11.9 Units) Hiddle 38.0 81,916 .- $0~$100 -2,47 =~ 2,021 - 2,02) -2.47
digh 23.6 50,911 — $100 -3.68 - 4,926 - 4,925 -9.68
TOTAL - 215,33% - - ~5.65 -12,181 -12,18} -5.65
Part-1ime Low 384 242,281 - 5 &0 ~5.88  ~14,25% -1&,253 -5.88
{6.0 or tess Units) Middiw 384 239,756 - $ 66 ~5.88  «14,105  -14,103 -5.88
High 23.6 148,901 - $ &0 -5,92 - §,820 - 8,820 -5.92
TOTAL -- 630,938 - - -5.89 -37,180 -37,180 -5.89
Total Undergraduates Low - 445,368 - - -— -- ~-23,057 -5.18
Middle - 440,729 - -~ - -- ~16,70% ~3.79
High - 273,715 - - - - ~19,008 ~6,94
4 TOTAL -~ 1,159,812 - - - - ~58,774 -5.07"
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Altogether, the figures ia ‘these tables indicate that a $100 across-°
the~board increase in student charges in the three public segments
would result io an enrollment decline of more than 67,800 students.
Because of the amnuzl cytle of new freshmen and trangfer students
entering the segments at the start of each year, and others
Lransferring or graduating &; the end, this projectad enrolliment
decline is ndt confined strictly to currently enrolled students. The
measures vsed in this study and others like it assess the quantity of
education demanded st s particular price and the impact of price
changes on the level of student participation. Consequantly, the
targest component of the envollment declioe would be from attrition;
that 18, 1t would be made up of curreantly earsllied students who
decided they would no longer continue. The rest of the enrollment
loss 1nvoives prospective students who might have attended a segment
at the current price level but would decline to do so if charges were
increased. 80/ Under the option outlined here, wmiddle-income
students wouwld be least affected becauae of the Middle Income Student
Assistance Ack. Part-iime students, especially those enrolled for
81x unita or less per term, would be the mest adversely affected.
Anmong the segments, the Unaversity's eanrolimeny would suffer the
smallest losses overall. The Staete University's enrollment drop
would be sowewhat higher, snd the largest percentage decresase and the
targest drop 1a the aumber of students earolled would occtur in the
Lomgunity Colleges.

The revenue wmplications of ap incr=ase in student charges also vary.
Table 17 shows that the i1uc¢rease 1in gross revenues from a 5100
1acrease 1n charges would bde 510,521,377 at the Umiversity,
$20,965,050 at the Szate University, and $86,353,480 in the
Community Colleges. Of this amount, the State would actually provide
$3.4 mullios xo the form of larger awards to current Cal Grant A and
Cal Grant B recipients enrolled in the three public segmants. Nearly
S4y,.2 million would vome frowm the federal government in the form of
BEOG grants to both current recipieats and those who become ewligible
this year. The lattey group includes large numbhers of students from
middle~income families who will be eligible for a BREOG graant for the
first time because of the Middle Ipcome Student Arsistance Act. In
fact, approximately one-bhalf of the federal BEOG total represent
funds ntended to aasist axddle~income studeats which would bne
captured instead by the public aegments 1f they raised their studeant
chavges. The largest portion of the increase i1n student-charge
revenpes--over 572,263,495~-wouid come directly from students and
their Tamalies.

The grosas reveoue figures ic Table 17 do not represent the actual
agount of additional revenue £ach segment would have at its Jdiaposal,
even if all the monies from increased charged were allocated to the
segments. As noted eariier, whenever thea FTE enrcllment losses
agcowpanying an 1acreage in charges exceed 2.0 parcent of the cureent
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.! TABLE 17 }

REVENUE IMPACT OF A $100 INCREASE IN STUDENT CHARGES
IN THE THREE PUBLIC SEGMENTS

S

INCREASE IN GROSS REVENUES

" . Sources of Revenues Paid as Student Fees
Segment Gross Revenues . Students State Federal BEOG
niveraity $10,521, 377 $4,987,935 $1,445, 880 54,087,642
State University $20,965,050 $8,444,084 $1,217,400 $1l,303;566
Community Colleges $86,353, 480 58,831,476 § 740,200 $26,781,804
TOTAL $117,839,907 . $72,263,495 $3,403,480 $42,173,012

wt(}u

NET REVEMUE INCREASE

Budget Reductions Net Revenue

Segment  __ Gross Revenues Same Year Following Year Increase

University $10,521,377 $0 § 398,275 510,123,102
State Unlversity $20,965,050 $1,876,937 $4,997,691 $14,090,422
Community Colleges $86,353,480 $13,027,116 $14,858,532 $58,467,832
TOTAL $117,839,907 $14,904,053 $20,254,498 $82,681,1356




FTE enrcllment, a segment would incur an immsediate reduction in its
bhudget. Furthevmore, the segment's budget the following year would
be reduced to reflect the entire FTE enrollment loss, not just that
portion which exce=eded 2.0 percent.

Converting the headcount enrollment losses projected in Tables 14,
15, and 16 into FTE enrcllment losses makes it possible to estimate
the magnitude of the budget penalties each segment would incur.
Although the following estimates are somewhat tentative, it appears
that the University would not incur any immediate budget penalty; the
179 FTE enrollment loss it would experience under this option would
not exceed 2.0 percent of its curreat undergraduate FTE earollment.
The following year, however, the Univarsity's budget would be
reduced by $398,275 to compensate for the enrollment loss. Both the
State University and the Community Colleges would experience FTE
enrollment losses in excess of the 2.0 percent limit and would face
both immediate~ and subsequent-year budget reductions. It appears
that the State University would face a subetantial budget payback or
reduction of §1,876,937 in the first year, and an additicnal budget
reduction of $4,997,691 the following year. The Community Colleges
would lose $13,027,116 in Gepneral Fund revenues in the first year
because of the projectad 25,032 ADA enrollmest loss this option would
produce. If the lower enrollment continued, the Community Colleges
would experience an additional budget reduction of $14,558,3532 in
the followiag year.

The amount of money that each segment would have left to spend on
every remaining FIE student would increase alightly if student
charges were raised by $100 per year, but the net increase in 1ts
total budget would not necessarily offset the reductions mandated bty
the 1979-80 Budger Act. At the University, the net increase would be
approximately 510,521,377 in 1979~80 and $10,123,102 the following
year. In the State University, the net change from a 3100 increase
in student charges would iavolve a headcount earollment loss of 8,800
and a net increase in revenunes the first year of 519,088,113. The
second year, however, the net revenues raised by the higher charges
would be $14,090,422 be-ause of the additional budget reductiong the
eurollment loss would produce. In the Comwmunity Colleges the
586,353,480 in additicnal fee income would be reduced immediately by
$13,027,1i6 in General Fund appropriations. The net revenue
increase of $73,326,364 the first year would be reduced to
$58,467,832 the foilowing year. At the same time, the overall
headcount enrollment loss 1n the Community Colleges would be 58,774,

it is somewhat difficult to assess the i1mpact of this studeat-charge
option on educational programs. The neat revepue i1ncreases in the
three public segments would pot be large enough to offset the budget
cuts each must ty to absorb this year. The faculty laveffs and
other dislocataions that would acrompany enrellment declises wouid
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also take a heavy toll in the State University and Community
Colleges. At the same time, the amount of money that would be
available to educate those students who remained would be greater on
a per-student basis. Thus, while access would clearly diminish, more
money would be available to finance: the programs for the remaining
undergraduates.

OPTION 3: BASE UNDERGRADUATE STUDENT CHARGES ON A PER AGE OF THE
. COST OF INSTRUCTION IN BACH SEGMENT BY SEITI CHARGES AT
(16.7 PERCENT FOR COMMUNITY COLLEGES, 20.0 PERCENT FOR THE

STATE UNIVERSITY, AND 25.0 PERCENT FOR THE UNIVERSITY.

The first step in assessing this option is to determine the
approximate cost of instruction for resideat undergraduates in each
of the three public sagments. The figures used here are derived by
adjusting the cost-of-instruction figures reported in the
Coordinating Council's 1974 report, The Costs of Instructiom in
California Public Higher Educaticn, for changes in the Consumer
Price Index. That report was never intended to provide strict
comparability of instructional costs ameng segments, and the
Legislature recently requested the Commission to iavestigate the
feasibility of developing a wmethodology that would permit more
accurate cost-of-instruction comparisons. Certainly a better
computation ¢f the costs of instruction would be needed before such a
method of setting fees could be even considered. The estimates
devaloped in this report should be regarded as plausible, "ballpark”
approximativns of the direct and indirect costs of instruction; they
are by no means exact. Novertheless, they provide a rongh indication
ui the magnitude of the iacrveses in student charges that the
adoption of this method would entsil and 1llustrate the implicatioas
21 such a change.

TABLE 18

THE COST OF INSYRUCTION PER FYE OR ADA BY LEVEL OF
STUDENT AND BY SEGMENT, 1978-7%

wower Upper Average
Segment Qivision Divigion Undergraduate
University £33, 820 §3,245% $3,145
State Umiwversiwy 52536 32,785 S, 695
Community Collegen 51,560 - 1,560

VANIALNE b MELL WEAUR Smat VLML SRIMINIISEARA At AR v L AN R N O i IRV RN,

Source of Dava: <Coordiasting Couacil of Higher BEducation, XQE
Conte of Instruchion in Californmas Public Higher
Bducation, %74, Cosr estimates hexre are
adjusted for CPY chaoges.
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The percentages of the costs of instruction assigned to students
under this option are similar to those currently used in the State of
Washingtoa. The maximum Student Activity Fee would be set at not
more than 10.Q percent of a segment's other student charges.
Charging students taking six or iess units 80.0 parceat of what full-
time students pay at the State University and 60.0 percent of what
they pay in the Community Colleges was used again under this option.
The resulting student charges in each segment are summarized in Table
19. 81/

TABLE 19
TOTAL CHARGES BY SEGMEMT USING COST-OF-INSTRUCTION METHOD

Average Instruction Activity Total

Segment Cost Charge Fee Charges
University $3,145
Residents .- 5786 $79 § 8635
Nonresidents - 7B& 19 3,265
State University 52,6495
Residents
5 units or less - $431 $54 § 485
6.1 units or more - 539 34 383
Nonresidents - 538 34 3,383
Community Colleges $1,560
b units or less - $136 326 3 182
6.1 11t8 or more - 260 26 286

Under this option, the average student charges for a resident
undergraduate at the University would be raised from $724 to $865 per
year. The aonresident undergraduate would pay the:same 5141-per-
year increase plus an additional $495 increase in nonresident
tuition. In the State University, full-time undergraduates wouid
see their student charges increased from the current $205 per year to
$583, and ovonresident students would experience avp increase from
31,915 to $2,383 per year. In the Community Colleges, studsntsa
taking more than six units would be charged 5286 per yeasar; those
taking six or fewer units would pay $182. With no additional student
financial sid programs beyond those currently operating, the impact
of this option on enrollment would be substantial, especialiy in the
State University and the Community Colleges. The results for all
three segments and for the different kinds of students in each are
sugmarized in Tables 20, 21, and 22.

_6§?f7



TABLE 20
ENROLLMENT IMPACT OF ADOPTING OPTION 3 FOR STUDENT CHARGES AT THE UNIVERSITY
Net toss After

income Tuition Het Cost  Students Lost Cal Grant Offsets
Level  Percent MNumber Elasticity Increase Percent Number Number Percent

Nenresident Undergraduates High - 3,891 -0.146 $636 ~3.53X 137 - 137 -3.53X
Resident Undergraduates \\\\\_#yf”)ﬂ}

Full-Time Low 16.7% 13,595 ~0.437 $0-$77 -3.48 - 473 - 0 ~0.00

, Middie 37.3 30,365 ~0.218 $0 -0.00 - 0o - 0 -0.00
A High 46.0 37,447 ~0.146 5141 -2.84 ~1,063 -~ 15 -0 .04
! TOTAL - 81,407 - - -1.89  -1,53 - 15  -0.02
Part-Time Low 16.7 171 ~G.437 $0-$103 -4.80 - 37 - 7 -4 ,80

{6.1 - 11.9 Units) Middle 37.3 1,722 ~0.218 $0-$141  ~0.29 - 5 - 5 -0.29

High 46.0 2,123 ~0.146 : $141 ~2.84 - &0 -~ &0 -2.84

TOTAL -~ 4,616 - o -2.21 - 102 =~ 102 -2.21

Part-Time Low 16.7 175 -0.437 $141 -8.51 - 15 - 15 -B.51

(6.1 or Less Units) Middle: 37.3 391 -0.218 $141 ~6.24 - 16 -~ 16 4. 24

o High 46.0 481 -~0,146 $141 -2.84 - 14 -~ 14 -2.84
TOTAL - 1,047 - -~ -4,30 - &5 - 45 -4.30

Total Undergraduates Low - 14,541 ~0.437 e -— - - 52 -0.36

s Middle - 32,478 -0.218 - - -— - 21 -0.0¢t

‘ High _— 43,942 -0, 146 - -~ - - 226 -0.51

¢ 0 TOTAL - 30,961 - - - - ‘? 299 ~0.33
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TABLE 21 |
FNROLLMENT IMPACT OF ADOPTING OPTION 3 FOR STUDEWT CHARGES AT THE STATE uMIVERSITY

; Net Laoss After
Income Tuition Net Cost  Students Last  Cal Grant Offsets
Level  Percent Number Elasticity Increase Parcent Number  Humber Parcent

Nonresfdent Undergradusies High -~ &, 507 -0, 146 $468 - 357 - e - 306 - 3572

Resident Undergraduares

-99-

Full-Time Low 31,22 Su, 197 -0.,437 $157-$214  -42.52 <21, 342 <lu,b7% 291
Middle 2.5 58,376 -0.218 50-$378 - 0.98 - 670 - a - 0.00

High 5.3 62,313 -0, 140 $178 17,23 - 7,290 - 6,888  -le.23

TOTAL - 160, 888 -~ -~ -18.21 ~29,302 21,42 -13.39

Part-1ime Low 31.2 11,088 ~0.437 §262-5292 -47.28 - 5,243 - 4,263 -47.2%
{6.1 - 11.9 Units) Middle  «2.% 15,104 -0.218 50-5378 - 6.3& - 9% - 938 - &, 34
High Yo 3 9, 346 -0.1486 $378 -17.23 - 1,610 - 1,610 -17.23

TOTAL - 39,538 .- - -21.98 - 7,81} - 7,811 -21.98

L

Part-Time . low 31.2 9,463 -0.432 sho -49.7% - 4,708 - 4,708 -49.75
(6.0 or Less Units) Middle 62,5 12,890 -0.218 $310 24,82 - 3,199 - 3,199 -34.82
High 6.3 7,976 -0.146 5310 -16.62 - 1,236 - 1,236 -16.82

TOTAL - 1,329 - - -30.1% - 9,143 - 9,143 -30.15

Total Undergraduates Low - 0, 748 -0.417 - - - 24,625 -8
Middle . 96,370 -0.218 - - -- = &A5T - 4

High - 68,142 -0, 146 - - -~ -10,018 -14.70

TOTAL - 238, 260 - -— -— - -38,80C -16.28
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Underqraduates

Full-Time

Part-Time
(6.1

Part-Time

{6.0 of Lesy Unity)

Total Undergraduates

- 11.9 Units)
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GTABLE 22
2 - »"f
ENROLLMENT IMPACT OF ADOPTING OPTISN 3 FOR STUDENT CHARGES IN THE COMMUNITY COLLEGES
e
Net Loss After -7 |
{ncome Tuition Net Cast Students Lost Cal Grant Qffsets
Level Percent HRumber Elasticity Increase Percent Humber Number — Perceat
Low 36.a% 1204268 0,437 $58-5160 -32.11% -38,658 31,312  -26.0uX
Middle 3I1.0 113,952 -0.218 50-849 - 0.6 - ne - 254 - 0.2}
High 1.8 73,403 -2, 146 $286 ~15.81 «1},684 -11,884  -19.81.
TOTAL - 111,149 - - ~16.18 -5%0,652 -43,2%0  -11.81-
Low Y. 52,83 - 5192-8224  ~15.9% ~15,857  -18,5%7 -i9.98
Middle 18.0 81,976 0-$286 - 1.50 - 2.B6R - Z,BHE - 1.30
Higl 3.6 50,911 $286 35,03 -12,89% -12,B899 -29.13%
1UTALL - 215,225 - - “leowdE =32,324 0 <3234 -liws
L M NI, 281 - 5187 16, 71 -4D, %92 ~u0,48%  -18.71
Middle %0 239,758 - si82 <1&.71  =aD,070 -40,0%0 ~1s.7)
High 136 148,501 - $1832 -~16.81  -2%,03% -25,03% -l&.31
TOTAL - B3y, 93 - -- <1k, 24 105,597 ~105,%97 -1b.74
Low - au%, 384 - - BB, %1 -15.99
Middle . 4B, 7, - - G318 - .82 .
Hig: - 33, - 85,638 -18.13
Tulal - L1%% AL -~ - -= -181,::1 ~1%.62
w3



Because the iacreases in studeat charges under this option would vnryf
widely, the corollment wimpact réveals such grsatar variatioo alodg
the segments than ogcurred under Option B~ Table 20 shows That the
overall enrollment dacliane 16 the Upiversity is likely to be very
slaight=-=137 nonresident undergradustes and 162 resident studentz, or
an overall enrollwent drop of less than 1.0 perceat.

lhe implictations at adopting 3 particular method for lerterminlag
student charges, bowever, must be asacssed 1o terms of 1is 1mpact on
a1l three aegments. Thus, while the coat-of-i1pstruciion wmethod
sutl:med n this option would have little asdverse effect ou
eurolimenls 1o Lhe Udivers:ty, 1t would have a Vary serious Lopict on
the State University aond tbe Community Colleges.

Table 21 shows that undergraduata headcount enrollmest at the Brate
Universily would olunge by approximately 38,800 students. This 3o
equivalent Yo approximately one out of avery six of 1ts curcrent
undergradustes This would he ag enroilwent loss nearly equal to the
tatal !9R-TY underzraduate earcllmeots at the San Dixgoe ang
sacramenle cagpuse: sombaaed, of mors than Jouble the combibed
anpdergreduate  enro, iment at the Yave smallest State Umiversity
campunes last year  1he resultiag undergraduate earollimeot woulld
retury the State University ayatem 1o about the sise 3y woes gore thau
2 decade gy

The 1uil Lapecl 9?2 auch o swesping change nn o poividual cagpuses
imenl wmpossibie to geuge  Ulearly, those campuacs which have been
SOS! surcessiul o oaliracting minority atudents and siludenty frowm
(LW nvoie tamilieon wouid face the most gerious esrollment losses
rven w.th the rxastiang student faipsacial sard programe, 1l s
precsely these groups whach wouid axperieace lhe largesl perczatage
Jevlioes n enrellment.  Those cawpuses wilb higher-lhan-average
aupbers of part-time ntudents would aleo be hara byt When coupled
will Yhe coatinulog sByfr i the ochnic cowmposition oy Califoestis’x
sopulation anid the projectied decliae in tbhe si1ze of the saghteen- Lo
vwenly-toursyvesr-oid populatisn over the aext frfteen vears, the
total iwpect of these cuanges would be enormous. AT the very lesat,
the i1acressed charges aione would lsave the State University s
apdergraduate student body both smaller than 1t 1% aow apd waith
spaiicr peroeatages o lowmincome, minority, ang part-tame students

Ine effeoct ot Qptice 3 on Uvammunily College eprollment & evesn
Reratey 10 terms of the sumber of atudeols affected. Altogether,
15.6 percent of the currint Community College enroliment wouid
depuctl--~representiag & lose of wore than 181,100 students. The lack
of reliable data on the ncome dastribution ot part-laime {ompupity
College students makes 1t diftrecult £ speak with any aseursnce about
the ways 1o which the ndreated cbavges would aiter the size and
cempoaltinn of The studenl haa? it pppesrs that move than three-
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fourths of all the earollment losses would occur samong part-time
students. The composition of the student body would change in even
wmore sigoificant ways, however, because of the projected loss of
nearly one out of every four low-income students enrolled full time.
Many of theae students would be from ethnic minorities. The net
affect would be to retura Community College tnrcllaantx to near their
1973 level. In the proecess, access to pastacccpﬁary educacion would
diminieb acd certain groupe of students aod, particular colleges
would be more sericusly affected than others. ’

The gress revenues produced by the ipcreased student charges
outlined :n Option 3 very widely frowm segment Lo segment, as Table 23
showa. In the Umiversity, $14,164,111 in additionasl student fee
reveaur would be raised. Approximately 35,745,084 of this would be
from additional federal BENG funds for eligible students, $2,038.578
rom increasad State paymenty Lo curreat Cal Grant A and Lal Geast B
recypienty, and the remsaniag $6,380,449 directly from students and
their tamriies

in the State University, approximately 3566,953,19] in additicnal
studenl fer vevepur would be raresd. Federal BEOG funds would
tacrease by $3b 543,215 for elizgable students, although nearly hali
¥ this amount would represent monies the State Usiversity would
“capture’ from middle-income studeats if 1t rsased feea Lo coincide
with the mplementstion of the Hiddle Income Student Assistance
Act. 82/ Current CUal Sraot reciplents would recpive an additional
3% 601,778 from the State Scholarship Commiasioa. The remaining
3% 508,204 wauld come from studeots aad their famalies.

‘n the Uommupity Colieges, the added revenues from Option 3 wauid
AaWEUGL Lo JIa25,255,800. Ui this mount, aboul $70,51i7, 386 would be
trom wgditiooa. BROG tunds, $2,116.972 would vome from higher State
zranis to current Cal 6rxnb A and eligible Ual Grast 8 recipiests,
«ud Lhe remainiag $142,621,502 from the students who would atili be
enrnlled

Whan the deadeount enrol.ment declines p.ujected wnder this option
are zoaverted teo FIE students or ADA, :ils budget mplicatjons can be
assessed snd the net ipore:se 14 revenues sstimated. The FTE
enrollment loss projected for the UYniversity would nor exceed the 2.0
perceal lesway permitted in budgeting so Lhere would be vo payback
vegquired the first year. The lose ¢f 224 FTE undergraduate students,
however, would result in 3 budger cut of 3498, ,%00 the following year.
The FTE enroliment losses projected for the State University--24,894
FIE stludenias--exceed the 7.0 percent figure by & cousiderable
amcunt, and that segment would face a first-year budgst reduction of
$32,835,186, 1f Option 3 were adopted. Furthermore, therse would bHe
ah addxticnasl budget penalty { 34,957 ,89) the followi g vear. The
Community Coileges wouid fage the largest budget cul sincs
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TABLE 23
REVENUE IMPACT OF ADOPTING OPTION 3 FOR STUDENT CHARGES
IN THE THREE PUBLIC SEGMENTS
INCREASE IN GROSS REVENUES
‘ ~ Sources oF Revenues Paid as Student Fees \
Segment Gross Revenues Students State Federal BEOG
V \\univ&raiiy $14,164, 111 $6, 380,448 $2,038,578 §$5.74%, 084~
State University 66,853,191 $25,908,204 §4,601,772 $36,443,215
Community Colleges $2235,355,860 $1ﬂ2i63§,302 $2,716,972 $70,517,386
TOTAL $3Ub, 373, 161 S176,914, 255 35,757,322 $1 2,705,685
LT REVENUD IRCREASE
Budgqet Keductions Net Revenue
Segrent Gross Revetues Same Year ~ Following Year = Increase
Univeraity Sla, lag, 1)1 $ 0 § 498,400 13,665,721
State Unlverutty Sub, 953, 191 334,835,186 54,997,691 $29,120, 314
Communtty Collegen §325,255,86¢ $80, 596,102 514,858,532 $129,807,226
TOTAL $iG6, 173,182 $113.42%,288 520,354,623 3132‘59‘332\26:




enrollment would decraase by about 72,343 ADA. This would produce a
first-year payback of more than $80.5 millioan, and an added second
year budget cut of almoat $1&4.9 million.

The substantial eorollment Jeclines uwnder this option would
signrficantly reduce the revenue increases produced by higher
student charges. From the astandpoint of the public segments, the nct
revenue galoed under this option, assuming again that the revenuse
from the increased fees would be made avarlable to rthem, would not be
great epough to offset the accumulated budget deficita they
currently face. The University would lose lest than 1.0 perceat of
its undergraduate students and gain $13,665,.771 o funds. The State
Uaiversity would axperiesnce a severe declipe of 16.3 percent, or
38,800 undergradustes, and incresse its~budret by 529,120,314, The
Community Colleges would lose about 181,171 students, or 15.6
percent of current enrollment, and increase net revenues by
129,307,226

{{ Optivn I were 1mplemented, the enrcllment 1n the three segm
pubiic hagher aducation would drop bhy .0,.70 undergraduad
students, State apprepriotions for higher sducat on would be sut by
3125,02¢,38%, and the segments would realize a fet jncrease in theak
combined revenuss of approximately 5172,583,2286. Tha amounc ot
@oney avairlable for thuse stuydents who remained would wocresaze dy
about 3160 per FTE undergraduate 1o the Uomiversity, $180 par FTE iin
the State Unaiversity, and $200 per ADA 1n the Community Collages
Earollment declioes of the wagnitude projecried for this opl:en,
however, would requrre ma)or faculty layoffs in the State Un vers:ity
and the Community Colieges. OGaiven existaing collective bargsaicaay
sgreements and lepure arraagements 1t acems unlikely that e,ther
segment would have the needed flexibility to cope with layoffs on
thys Scale and staiil preserve 2sienlral esducatzonal programs and
servives  The aet result, although ¥ 16 difficult to tell wath any
ceprrainty, would likely be a decline 1a the kiands ot educstionsd
programs tne public segments wers able tn ontfeor 1o thore students who
rema el

GETION . BASE STUDENT ChARGES IN EACH SEGHENY UPOR A COMPAHISON WITH
THE STUDENT CHARGES AT CUMPARABLE INSTITUTIONS IN OTHER
STATES. '

The data needed for these computations were provided ecarvier
{pp. 38-36). The method used here was to set atudent charges u each
publi¢ segment at approximately 30 0 pervent of the averaxe charges
at 1Ly Ccomparison inatitulions. A 30,0 percent figuve was used
iastead of the full amount hecause in each i1nstance one or wore
:a8T1lutions wWithin a2ach Comparisan XYoUp charged fees thal were
wmuck hipher thae al: the rest--the University of Mivhigan in the
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Univer Ity comparison list, Wovne State University and Miamy
Loaversity {Ohio) in the State University i:ist, and the communitly
colleges 1a New York., The resull was that these feow pstituls .os
greatly increased ‘he averages of student charges above the level
geaerglly prevailing 1o ecach comparisen group.

Adopting this method for setting student charxges would require tLhat
total student chargss at the Unlvarsity be aacrzased by $1230 & vear
trem the current avepsgs of $724, to 5846, Student charges at the
Stata Universaty wounld be increased from 5205 per year to $740 aod
those wt the Commpunity Lolieges would be raysed te 5120 per year. It
se o additional student Ai1d were provided, the enrollment impact weuld
be quite severs, parvicuiarly wn the Scate University aad the
Commenity Colleges.  The regulls are cummari? 4 for rach segment 1o
Tabies 2&, 25, and 26,

The Unaversyty 1% the only segmept 1hat would expe:ience almost oo
nnral lment  Jdeviine. ity usndergraduats= sgroilmeat would Jdrop by
whont 6% students overaly, althaugh the losses would be much grealer
il 1t were aot for the Cal Urant programs and the wmplementation thys

ey of tne fiddie Iscome Student Ansistance Act All ot the

A d
BT teo et Losaes wonld oviur among ellher part-lLaime studenty oy
avtresadant g larpraduates Sracs el ther of theses aosups acosunty

Tur o Largt poriicu owl lawe xn.‘f:tm\&“ .,**urm‘t spvoilaeat, he
eyt S Ehas cpton sn undergraduate suraliment wruld be sl ght andt
cre by oteet glver e compr et iR O Yhe tastent By

ThHe samer Canent e o cavaad ot e s tiecty 0 }x‘x? L s o the St ate
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COTHOUT ANERT AR T e RABAY S 10 Bl T OKETOmn abae fcrsatey o ot

fakds, the aumbry w3 wndergraduates sncalied waald degp trom Jib oo
T LN 1T san envall ‘#ﬁi drap ~¥ 1% Vo oreent Srudeats from lowe
abecme faar.ies anriading dany of b8 minor Y stwdenr s who have
sprsliiad n recent years, wauld he particulssly nard Ratoam sprie oY

2 roranew Yryawm ARQG and sther ard programn The muth haigher tee:
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regoenlage b LaRsincome studenls,  aad lhose frod o aaceare

Tamiiaes . an tha sadergraduate stwdent hody would drop from 3l

sEreent ©n 2T 1 pervent Although the oumber ¢ students {ruoes
axddle LR o fag?\gvx. windg drap by wmore than 6,300, thesr
prepetiinn of The sindenl body would pnuresse frum 2305 o 6.
peyienl bhecause ol The aven agher a3ivition rates ambog wlher ratoms
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TABLE 24

CNROLLMENT MBaCT OF ADOPTING OPTION 4 FOR STUDEWY CHARGES AT THE UMIVERSITY

Ronvesident Urdergraduates

Resiuent Undergraduates

I ETR BT}

R cN . N
IR [ 3R T agia‘g’\\a
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Income
level
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Niddle
High
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High
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High
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Humber
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Tuition
tlasticity

Net Cost
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ENROLUMENT IMPACY OF ADOPTING OPTION 4

Honresident Undergraduates

Res tdent Underyraduates

Fall- e

L]
~
[N

i

Y- e

~
v

U otpptgd

Fart- Time
{6.0 of Lesy Unityg

Telal Undergraduates

i

income
Level

High

1A
Middle
High

TOTAL

Low
Hiddle
High

oAl

lL.ow

Middle

High
TUTAL

fow
Middle
High

ToTaAal

Percent

S}‘. t

W),
b,

st

L P

i
L4

Humber

- —— R s e

B, 5407

50, 147
bd, Vb

e, 313
a0, Bdn

11,ubd
19, 14
3, b

$5,% 8

9,463
12,880
1,976

30, 329

20, 748
b8, 142

JI8, 260

TABLE 25

FOR STUDENT (HARGES AT THE STATE UNIVERSITY

fultion

tlasticily

-0, 146

a3
-t IR

~t., 140

SRR
SESIURS § )
-1}, 1db

-0, 417
“Qs :‘.13
d, 146

-3 & 37
-3.218

~-{}. 196

*

Net (ost
increase

34625

$228-528%
S0-8148
$%3%

Fed

fnt vad
(WA o4

$381-8§
53-8
$%3%

it

$415
$415
§415

Students 1ost

Percent

SN A

[

‘gﬁ

i

- Id
[
o Wl

-2L.n

~21A2

~5d .45
-18.75%
-20.02

M N A

~55.08
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—-33.07
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§nger‘

B N SV U

- 405

- 13,448
- 2,495
H&T1

i

PR N
- S'\i,’i‘i“i

- 5,871
- 2,832
- {1,811
10,574
- 5,312
- 3)536
- 1,465
-10,213

Net Loss
{al Grant
Number

405

- 5,801
- & u?
- 1,871
Ju, 8
- 9,212
- 3,536
- 1,460
~143, 2138

After
Qffsets
Percent

NS e

-4, 16l

“}3\51
- a6
- 1v.,02

1%,

=~5%.,08
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~18.137

~33. b7

- b.bl
~17.30

-19.3%

“
e T



TABLE 26
ENROLUMENT IMPACT OF ADOPTING QPYION 4 FOR STUDERT CHARGES IN THE COMMURITY COLLEGES
Nat {-ss After

Income Tuttion.. HMet Cost  Students Lost  Cal Grant Offsets
Level Perceat Number Elasticity Increasg Percent HNumber — Rumber Percent

Underqraduates
Fuli-Time Low .4l 120, 249 -, 437 SO-9170 =33.15% -39 ,Bbl  -32,515 -27.04%
Middie 3B.QU 118,997 -3.218 $0-854 - 0.2% -~ 302 -~ 26 - 207
High 23.n 73,9063 -, 14 S3M -16.30 -12,046  -~12,048 -16.130
Y TGTAL - 13, N4 - - - -17.51} ~54 .99 -4& 807 14,30
\;»\
Fart - ime Low 15, 4 B2, 838 $194-5240 0151 <17 ,B17 -17.817  -l1.%1
6 0 - 11 8 Unwts} Hiddle .t 81,978 .- $O-3320 - 373 - 3,056 - 3,0%% - 173
High oih 53,951 5320 20N L -4, 149 - 14, 169 230
PUTAL 219,738 -- ~16.23  =3%,022  -35,022  -18.2)
Part-1ime Low [T 3 sh2, 281 .- 3192 -17.5%& ~42,504 -4, 504 -17.%4
15U or Less Uni&&é Middle .0 239,756 - 5192 -17.%4% ~-42,061 -42,061 ~17.5%4
High 236 148,901 -~ $1492 -17. 171 ~26,368 -25, 368 -17.71
TOTAL - 630,938 - - -17.58 -110,933 -110,923 -17.58
¥otal Undergraduates low - 445, 68 -- -- e -~ T 92,836 -20.8%
T Middiv -~ 440,729 - -~ - - - 45,33 -10.29
High - 375,715 - e - -~ - 93,5813 -39 2
TOTAL .- 1,159,812 . .- -~ . <190,762 16,45
N ‘
4
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untouched bv the sdopltion of Oplicn 4. Ity cumuiat:ve impacl o
varciloen. woalid be devascatang. ’

The Jommunity Collegea would experienve s cvaroliment loks wi
1¥0, 762 students, or a drop of 1lt.4 perceny. Uveral! ecarolleent
would return to approximatesly the isvel 1t was 10 the sazly 1970s.
Hardest hat wouid be tull-time .tudents f(rom low-inc.me families
{hese sludenly tewd to be the MOAL Srakillve lo €OIL wndreasss, aad
the projrctiong auggssl that more than one s2ut gf avery tour wauwld he
cikely o leavey Horsover, hagh studest fees teénd to Jiscourages owe
iavame students trom eves applyiag to college, At the Lians mowl
students asend for appiications they arz aware 9t bow muech 3
patildvuiar voliege vosts tu attend, bul genereily usnaware »f how
BuULhd, 1t oany, nancial aid they might be eligible 1o recerve. ¥3¢

Prrli-time Lomplunily woliege students (aRIQR 831X OF fewof umily 1%
wodad e sericusly attected Theae parsi-time studeols wouid not he
coagibliey 1o have any of the pufeansd Josts otfset by tinadsuisi aad,
rrthough thea: fess wouwid iniresse by less ‘hap would those ot tayl-
time or other parl-tame stwdenty The aext Fighest atititaion rate an
the Community Collieges woulsd acdot asong part-time atudeals tadainsx
marge than sox wrily They wouid 9o cherged tne fgll 3320 wnereane !
while they would ' ecligibie Iar scme BEOU sasastaniee, 1t owowid T g
sfiset omiv o3 part 0 the higher cawsts
s The towy cptiane o oxamaaerd thun Yal, T hu o e woaal have e
xrvatesl saegative #itecd O sovedw Lo bnﬁi;t Laghe?t #dulaliln
Altoyetfierr | whe three public Ssegmeals woud:d sxporiendss a0 sarsiimen?
ievi.oe ot dore 1han o 37.0u0 andergraduate students-~ U, 21lu ruil
tame amd Int %74 part time The renunting total undergraduate
enpud imeal of LS50, 9GS atudents wouid be 15 9 perient helow the Faid
IR PR Y Lxiataag State and tederal sludent ald progtask srvr aal
calppedt 2o coaps with fee (acreases ot this magnrtude an g siagle
vear, 32084 could not preveol the sigaiiivant Jdecline o sducationel
PP tuamties proajevied here Indedd, 1! 11 were ant $ny the recent
mpiementat:.n o Yhe Middie lncome Stwieal Asrisfance AL, the
raroilowat losses would be oven ®ore subdtantial thag projrcied
Ajthouys migority students and those from low=-ineame f @ilies wouud
e mosl serioutly stfecled, so, too, would teas ot thounasadd ot sther
Ttadents trom mrddlies and upper-aouate lamalify

The revegue yvroduced by the i1ocreaned stuadenl -tarwes 2utliined s

dprion w« woauld be greater than under he oller splioos fhe

maveriity would railse §il,%332,el2 wa additional studenti-~fes
revanue. Approximately  §5 34% 800 of thia would come {rom

additional BEOC funds tor eligible atudeatd, $1,783%,876 frem
increased State paymthtn i varvent Cal Grant recipredts, and the
temaining 50, 02,934 drrectly from stedeols snd theyr fasmiliea  In
the State ilnreersity. S8Y 7O8 000 1o xddetiany? studens ~feem revenus )
TR AN
35 - .



N TABLE 27

’ REVENUE IMPACT OF ADOPTING OPTION 4 FOR STUDENT CHARGES
- IN THE THREE PUBLIC SEGNENTS ‘ .
) INQ%;ASE IN GROSS REVENU
~ Souvzes of Revenues Paid as Student Fees '
Segment Grass Revenues Students ~ \ State Federal BEOG
University = $1.1.§32;610 ‘ $5,322,934 $1,763,876 $4,845,800 ’
State University $89,708,060 $35,319,455 $6,513,090 $47,875,515
Community Colleges ‘243.567‘.360 ‘ {160,832.4‘52 T $2,368,540 $80,366,268
L o" TOTAL *$3\45,208:, 030 $201,474,841 $10,645,606 $133,087,583
3 : | :
i A
NET REVENUE INCREASE *
‘ ; . ~ Budget: Reductions Net Revenue
Segment | _Gross Revenues Same Year following Year Increase
“‘niversity $11,932,610 . $0 , $440,550 | $11,492,060
State University 389,708;066 ‘ 339,85?,5&2‘ §4,997,691 . $44,852,827
Coni‘unuy Colleges  $243,567,360 $85, 441,572 sli.‘}asa,ssz $143,267,256
2 TotAL . $345,208,030 © $125,299,114 $20,296,773 $199,612,143 4
36 97'
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would be /raised. BEOG funds would increase by $47,875,515 for
eligible students, current Cal -Grant recipieats would receive an
additional ,$6,513,090, and the remsining $335,319,455 would come
directly from students and their families. In the Community
Colleges, the added revenues from Option &4 would amount to
$243,567,360. About $80 366, 268 would come_ from additional BEQG
funds, $2,368,640 would come fron State grants to current ellglble
¢al Grant A and Cal Grant B recipients, and the remaining

‘§}60"832 452 directly from students who wduld still .be enrolled.

The enrollment-related budget cuts under this option would be
substantial for the State University and the Cosmunity Colleges,

~ where the enrollment losses would be greatest. As Table 27 shows,

there would be no first-year budget payback for the University,
although the loss of 198 FTE students would produce. a second-year
budget cut of $440,550. The State University's enrolllent decline
under this option wonld exceed by 30,218 FTE students’ the 3,789

‘leeway allowed under State budget fornulan This would produce a
first-year budget cut of $39,857,542, and a second-year reduction of -

an additional $14,858,532. The Community Collegea, statewide, would
lose 76,698 ADA beyond the 2.0 percent lLimit. This would involve a
budget payback of $85,441,572 the first year, and $20,296,773 the
following year. These budget cuts, however, would not be distributed
evenly -because those Community Colleges with above-average
enrollments of part-time o: low-income students would Yealize less
additional income from higher student charges and would face the

largest budget cuts from enrollment losses as well. Furthermore, not,

all Community Colleges would pay the same incremental rate for
enrollment losses or receive the same amount per ADA from the State
under the provisions of the new financing law for the Connunlty

Colleges (AB 8).

The net revenue the segments would receive under Option 4 would be
modest compared to the enrollment losses that would occur. The
University would be the exception. It would receive $11,492,060 in
additiosnal funds and lose only 132 resident part-time students and
133 nonresident students. The State University, after subtracting
the budget cuts of $44,855,233 from the $89,708,060 in increased
student-charge revenues, would realize a net increase in revenues of
$44,852,827. At the same time, it would lose more than 46,000
undergraduate students in the process. The Community Colleges
collectively would receive a net increase in funds of $143,267,256.
While such an .::gregate figure is certainly significant, it amounts
to an average revenue increase of less than §1.4 wmillion per
Community College. The enrollment losses produced by Option 4 would
amount to 190,762 students in the Community College:, or an average
loas of about 1 800 students per college.
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The effects of Option 4 om public higher education would probably be
somevhat more serious than thbse of Option 3. Again, although there
would be more money available t2 educate those students who remained,
there would be” substantially fewer undergraduates still enrolled.
Further, under existing budget formulas, the enrollment losses would
trigger large-scale faculty layoffs at the State University and the

Couunn:y Colleges. For' example, the present faculty staffing
ratios would require the layoff of more thaan 1,900 regulax faculty if
he State Uniyersity were to lose the 34,007 m students projected
. her Clearly, no segment could count on normal faculty attrition to
cover layoffs of this magnitude. Relying on dttrition, woreover, is
< often a haphazard and ineffectual way of reduciag fsculty. Tenure

. . and collective bargaining agresements would also limit the segments’

‘ fleribility in coping with faculty reduction: /. Recently hired,
untenured faculty mesmbers ‘would probably be ‘among the first to go.

This would jeopardize not only the efforts all segments have been

making ‘to increase the representation’ of women and minorities on

their faculties, but also their ability to insure that an adequate

- number of faculty were available to staff all major departnegtg‘
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A FINAL NOTE ON TESTING POSSIBLE POLICY OPTIONS o .

Cbviously not all of the possible.policy optivns are examined fully
herd. Across-the-board increases, other tharn the $100-per-year
figure used in Option 2, could have been tested. Some states use
percentages of the cost of instruction that differ from those used in
Option 3. Some charge a flat 25.0 percent of the coat of instruction
for all their public segments. Others charge a flat 25.0 percent,
but compute the different instructional costs for lower division,
upper division, graduate, and advanced proﬁez:uotnl students. They
then charge students at each level a different amount. The
implications of this latter option need to be explored further to
determine its possible effects on graduate and ptofessi.onal students
in public higher education.

The important point heré is that the models developed in this report
can be used to evaluate the enrollment and revenue implications of
ary proposal to alter student charges in the public segments.
Indeed, Commission staff intends to use them for that purpose. The
options presented were designed to clarify the key issues and to
illustrate the effects of increased student charges on enrollment,
revenue, and public igher education.
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- SUMMARY

CHAPTER V

X

The current finaucisl problems confronting public higher education
have led some people to suggest that higher student charges might be
"a solution." In response to earlier suggestions by the four year
segments that it might ba necessary to increase charges, ‘the Director
of the Postsecondary Education Commission supported efforts to

prevent increases in student charges last year. Although he argued

. at that time that "increased student charges must be considered as

one of . several possible sources of additionél funding for the long-

- range financing of postsecondary education," he urged that "the

impact on access and the intersegmental consequences of such changes
should be studied carsfully" before taking any action. This report
is an outgrowth of those perceptions. It does not constitt e &
policy recommendation. It does atteupt to provide a thorough, .
balanced analysis of the ccuplex and controversial issue of atudenr
charges.

THE EFFECT OF INCREASED smm CHARGES ON ENROLLMENT

The primary focus of this report has been upon the impact of

increased student charges on undergraduate enrollments and segmental
revenues. The rates of participation in postsecondary education in
California are among the highest in the nation, and studeat charg's
in the -State's public institutions are among the lowest. As the
projections in this report show, however, any appreciable increase
in stndent charges would reduce enrollments in all three public

segments and thereby diminish ejucational opportunity in California.

In general, the greater the increase in student charges, the greater
the decresse in enrollment. The Uniw:rsig; would be least affected,
the State University would experience ®the greatest percentage'

decreases in enrollment in most cases, and the Community Colleges

would lose the largest number of students.

While any option that raised student charges would reduce
enrollments, those that increased charges substantially would also
significantly alter the composition of undergraduates attending
public higher education. Despite the extensive student fina ial
aid programs already in existence, the adoption of large ° ee
increases would substantiully reduce the enrollment of students from
low-income families, particularly at the State University aad in the
Community Colleges. There would also be a sizeable reduction in the
number of part-time students in these segments.

The full magnitude of the enrollment dislocations produced by higher
charges would be greater than these figures show. With an
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acron-the-board incrann mch as in Option 2, enroll-nnt shifts
among the publit segments sre likely to be quita sinimal. With
widely different cost increnel among segments such as those
out.ined in Options 3 and 4, however, there are likely to be
enrollment shifts among segments as well as enrcllment losses within
each segment. Since &.ch shifts are extremely difficult to measure
diractly, soat natiopal studies have either sidestepped the issie by
positing across-the-board changes in fee levels or have confined
their analysis of eanrollment shifts to the degree of substitution
between the public and private sectors. The-model used in this
report attempts to predict the net changes in student demand for -
higher education produced by changes in the net cost. As s result,
the enrollment losses cited in ‘easch case are tlp net chan;u in that
segment which resylt from a particular increase in student charges.
They reflsct the @ffects of enrollment shifts as well as losses, but
cannot messure the mgniuxde of .the shifts directly.

Within the public secter, . ‘the State Uni‘vernity s enrollment is
probabiy more sublect to shifts than that of the University or the
Community Colleges. According to a recent University atudy, Beyond
High School Graduation: Who Goes to College?, approximately 25.0
perceat of the Univenity-eliglble high-school graduates in the

-class of 1975 attended the State University. Program, locatioan, and

.

cost were the most frequently cited reasons for their cheice.

Location overlaps ‘with cost by permitting nt.udents to commute to
school from home and thereby reduce costs. Price changes would not
eliminate such savings. Nor would they likely change the decisioas
of those University-eligible students who chose a particular State

Univecrsity campus because of its program. Nevertheless, any optioni‘

that atly reduced the student charge differential between the

Univefrsity and State University might prompt some of the University -

eligibles currently enrolled in the State University to attend the
University instead. By the same token, ‘spproftimately 48.0 percent of
the Sute-Unive\ity-eligible graduates in the class of 19758
enrolled first in a Community College. Although Community Codlege
charges would increase under most of the options reviewed here, the
cost of attendance would still be lower than at the State University.
Thus, any major increase in student charges at the State University
would be likely to reinforce i‘he current tendency for lerge numbers
of State-University-eligible students to attend Comsunity Colleges
for their lower division work. Higher chargés would also reduce the
potential pool of Community College transfers to the State
University. It séems unlikely that enrollment s:ifts in tle opposite
directions would be sufficient to offset these trends. This
explains, in part, why in most of the options tested in this report,
the percentage decresses in enrollment were greatest in the State
University. Moreover, the evidence here confirms the conclusion
advanced in 'a recent report by the American Associatien of State
Colleges and Universities that state college enrollments “are
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accutely senaitive to*the ability of studeats to pay the costs of
college attendance.™ 84/ .

Few® nthatn exist 'as to the degree of w‘bstitut:ion, or the

magaitude. of enrollmeat shifts, between the ‘public and independent
sectors of higher education. The most widely accepted figure is that
one-half of the additional students who would enrolil in public higher
education if charges there were reduced would have otherwise’

enrolled in independent institutions. If the situation were

reversed, the opposite would not necessarily be true however. Wiile
some of the students currently enrolled in public higher education
might choose to emroll in independent institutioas if vclut;u were
raised in the public sector, it is almost impossible to estimate how

. many students might be involved. Given. the limitations of the models

used here, those students shifting to independent institutions were
counted among the enrollment losses in the public segmwents, but not
identified separstely.

Because of the substantial cost differences hetween public’ and
independent colleges and universities in Califormia, two kinds of
students would most likely be involved in ‘enrollment shifts from
pnbhc to independent institutions in the event of a coat increase.
The first would be those from high-income families. These are
generally studeats who do not gualify for aid even at the most
expensive independent collegzs and universities, but who are still
somewhat sensitive to price. If student chuxges at public
institutions increased markedly, some of them maght enroll at an
independent institution instead. This group probably includes many
of those who were counted among the enrollment losses at the
University in the discussion of the policy options.

The second kind of students are those from families with low enoygh
incomes to qualify for financial aid, including current Cal Graat.
recipients and those now eligibie under the provisions of the Middle
Income Student Assistance Act. Qualifying for student aid depends
upon one's family income and the cost of the institution selected.
The amount of aid received under the Cal Grant programs would vary
with the cost of the imstitution selected by the student. However,
the size of the BEOG grants mpst middle-income students will be
eligible to receive under the Middle Income Student Assistance Act
will not change with the cost of the institution once the act is
fully implemented. Students from families with very low incomes
often qualify for at -least some financial aid at all public and
independent institutions. Others would qualify for aid only if they
were to attend an expensive school. Indeed, several nationsl studies
suggest that it is actually_less expensive for students from families
earning less than $19,000 per year to attend an expensive indepeadent
institution than a much less expensive public college ox
university. 85/ ‘
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Current Cal Grant recipienta provide an intereating exsmple. In
testing various options earlier, the increased cout to the State was
computed for the addad expense that higher astudent charges would
impose on it to fund the grauts of current Cal Guaat recipisgta.
Thess computations sssumed that the current recipients would not be
among those students who might shift from one segasnt to ancther or
from a public to an independent institution. If fee iancreases in the
public sector wave to prompt a significant uumber of Cal Grant
recipients to earoll in an independent ccllexe or univeraity, the
costs to the State wouid increase even more. For example, in 1978-
7Y, the-average Cal Grant A racipient received $200 pax year ax the
State University, $€33 per year at the University, and $2,391 at
independent institutions. These grants are limited to uot more than
the full amcant of tuition and fees or $3,000 per year, whichever is
lower. Under Option 4 with the h:.ghut dtudent charges, Un;ivarn.ty
students eligible for the wmaximum Cal Grant A would receive $B846 if
they stayed at the University, but $3,000 irf they enrollad in an
expensive independent institution instead. 8¢/

The kinds of undergraduate ecarollment losses that would sccompany
any large increase in student charges in the pudlic sector would
reduce educational opportuni:y in California and exacarbate another

emerging problem. Because of the drop in tha birth rate nearly two .

decades ago, the 18-24 age group, which has traditionally comprised
the largest poction of the undergraduste student body, is decliuing.
Department of Finance projections indicate that enrollmerts in all
three public cegments are likely to decline over the next decade.
This trend” is projected to reach bottom in about 1993, when
undergraduate earollment lecvels in the four-year segsents are
expected to be approximateiy 15.0 percent below their current
levels. Even now scme University and State University campuscs are
operating below their full capacity. That situstion ig not likely to
improve in the immediate future whether additional student feen are
charged or not. PBut the enrollnent losses thai higher ctudent
charges would produce would further compunt the layoffs and
dislocations public institutios already face because of unfavorable
demographic trends. For example, iu the State University the
adoption of Option 4 would reduce the curreat undergraduate
participation rate by about 19.0 perceant. When combiuned with the
projected demographic changes occurring in the State, this would
produce by 1993 an undergraduate enrocllment in the State University
© that would be appcsoximately 33 0 percent belov the curxrent
level. 87/ )

- Along with their responsibility to provide high quality

* undergraduate instruction, the University and State University both
provide graduate irstructioh through the Master's degree level.

Since Master's degree students at the State University arec charged
the same amount as undergraduates, and those in the University are
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chaiged a nominal $20 per quarter wore than underxraduatas, both
groupe of students would be affected directly by any increase in
undergreduate charges. The impact of increasad student feer on
Master's degree students is virtually unknowa. The earollmwt of
such students in both segments would prdhnbly«drop if student charges
were increased, but the enrollment losses might not be as great a8
those among undergradustes. While the likely impast on earollment at
present which would enable us to determine just how great the
enrollmgnt louses would be among Hattar‘: degree students. \
Sed®

The University has the primary renponlihillty ia Californmis public
higher education for educating and traiering doctoral (Ph.D) and:
advanced professional students. Very little is Xknown presently
aboul the likely response of such students to higher costs. A study
done oo the price responsiveness of doctoral students at the?
Hn:iversity‘of Minnesots suggests thst the. enrollment, impact of
higher fees would he quite small. Given existing fellovshipi and
research assistantships, and the surplus of qualified applicants to
spaces available, modest increases in students charges for doctoral
students were not expected to decrease enrollments or diminish the
quality of the students. Although the situation at the University of
California might in some ways be gimilar, it is not clear whether the
enrollment impact would be. 88/

The availahle evidence, though certainly incomplete, also suggests
that higher student charges for advanced 'professional students,
particularly those in medical anc¢ dental school, are not likely to
produce major changes in the number enrolled. The availability of
loans for most such students, the large surplus pool of highly
qualified applicanta, and the high salaries these graduates can
compand make it likely that any changes in enroliment would be quite
small. Nevertheless, while the number and quality of such students
would probably not change, the ethnic and income composition of the
group might. The paucity of evidence about the likely responses of
advanced graduate and professional students to increased student
fees would suggest caution at the very least.

THE EFFECT OF INCREAS TUDENT CHARGES ON REVENUES

The gross revenue increases_ that would be produced by higher student
charges vary from segment to segment and from option to option.
Generslly, the greater the increase in student chatges, the greater
the increase in gross revenue produced.

As noted earlier, however, gross revenues are not sn accurate measure
of the amount of additional revenue a segment wou.d receive if

student charges were incrxased. Because enrollment losses also vary
directly with the amount of any incresse ip charges, the size of the
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enrollment-related budgat paybacks and budget cuts would incresse as
charges increased. Although none of the options tested here actually
reached the point of diminishing returns, Option & probably came
close for the State University «nd the Community Colleges. Im any
event, large increases in student charges and gross revenues
generally- result in such more aodest increases in net revenues and in

. substantial decreases in enrollments.

L)

None of the options tested in this report would greatly reducs
undergraduate enrollment in the University, nor would sny of them
produce sufficient net revenue increases to offset the $16.7 ailliol
reduction required of the University by the 1979-80 Budget Act. Two
of the options tested would produce sufficiently large net revinue
increcses to offset the $17.0 million in cuts mandated for the State
University ia the Budget Act. But, at the same time, the adoption of
one or the other of these options vonld reduce the State University's
undergraduate enrollment by between 38,800 and 46,061 students.
Option 2 would increase the total State- and lovally "undeﬂ oparatiag
budget of the Community Colleges by approximately &.9 pu-cant‘ At
the other extreme, Option 4 would increase their "total operating
budget by 12.1 percent. Nevertheless, the adoption of either of
these options would simultaneocusly reduce Community College
headcount enrollment by 58,774 to 190,762 etudents, respectively.

Increased student charges would result in additional federal BEOG
funds going to Califoraia undergraduates. Most of this increase,
however, would occur anyvay becnue of the implementation this year
of the Middle Incdme Stnde!-t Assistance Act for dependent students.
In fact, nearly half of the aﬂditioml BROG funds cited in Tables 17,
23, and 27 represent monies that Coagress intended for newly tlizibla
students from middle-income¢ families, which would be captured
instead by the public segments if they were to raise their student
charges. Moreover, once the new Middle Income Student Assistance Act
is fully implemented for independent. as well as dependent students,
the size of the grants most middie-income students received would not
increase if fees vere increased: The result wvould be even higher
rates of attrition among undergraduates in the public segments than
projected here.

It would cost the State more money to fund the Cal Grant programs if
student charges were increased. The added costs of funding Cal Grant
A and Cal Grant B recipients at public institutions would rapge from
$3.4 million under Option 2 to $10.6 million under Option 4. If

enrollment shifts from public to independent institutions occurred
as a result of higher charges in public institutions, the costs to

the State would increase even more.

After subtracting the added costs of the Cal Grant programs from the
enrollment-related budget paybacks and budget cuts that would

1.
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accoupany any fee increase, the result would represent the reduced

level of State support for public higher education, or the savings to

_ the taxpayer. In effect, the only savings the State itself would

achieve if student charges were increased would be the direct result

of fewer students beiang able to attend a public cullage or
university. )

THE 1SSUE FACING canromn ‘ ) ‘ .

The central issue in determining the level o;f student charges is what
share of the cost of education should be borne by students asd what
share should be borne by the general taxpayer through State and local
support. No siaple formula will resolve this issue, and any attempt
to do so which ignores its human dimensious is unsatisfactory. A
more effective approach to the issue is to determine the current
balance between student support and State and local support and to
‘assess the consequances of shifting that balance.

For more than a century, California has asintained a traditiom of
providing "“tuition-free, low cost" public bigher ' educatioen.
Nevertheless, the University and State University have raised their

student charges from time to time during this period, most notadbly in
the early 1970s. The higher charges at the University that stemmed

from the imposition of the Educationsl Fee in the early saventies
probably forced some students to change their educatioual phm,
prompting them either to attend a less ‘expensive institution or to
asot attend at all. The impact of highar charges was largely obscured
at that time, however, because of the ever~increasing nimber of 18-
to 24-year olds in the State's population aad r.hc butgtoning
enroliments at public colleges and universities.

As this report makes clnr. student charges, undergraduate.
enrollments, and segmextal revenuss are inextricably linked.
Student charges in Califormia's public institutions are currantly
among the lowesZ  ia the nation and its rates of participatiom in
public higher eduation among tha highest. Increased ztudent
charges would produce greater raw-:ﬂu but . lower undergraduate
enrollments. Existing studeat aid pmrmu would reduce some of the
enrcllment losses that higher charges ¥ J41d cause, but they could not
eliminate them. Indeed, the trade off hetveen increased segmental
revenuss through higher charges and diminished educational
opportunities as a result of lowar enrcllments creates a pcofound
dilemms for public policy makers. The resolution of this dilemma
should be based on a clear understanding of the goals the State hopes
to achieve through its system of public higher education and 2
.recognition of %he purposes these institutions are intended to
serve.
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that focuses on how the various independent varisbles affect
the probability of some action or state. For another example of .
how conditional logit analysis can be used to evaluste.public "
policy alternstives, see, J s E. Bruno and Ira Nelken, "An
Empirical - Analysis on Propensity for Teachers to Strike,"
Educational Administration Quarterly, Vol. 11, No. 2 (Spring
1975), pp. 66-85. -

63/ McPherson, "The Demand for Higher Education,™ pp. 176~180. For
a.more recent example of the use of s logit model and a somevhat
different set of variables, see, John Bishop, "The Effect of ‘

1:2
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" Journal of Humaa Resdurces, XII, No. 3 (Fall 1977), pp.. 285-307.

Public Policies on th. Demand for Higher Education," The

Another methodological spproach that attempts to predict )
student choice among institutions, but does not deal with the
way price changes sffect the decision to attend or drop out, has
been advanced by Stephen Carroll and Daniel Relles. See,
Stephen J. Carroll and Dsaiel A. Relles, A Baycsian Model of
Choice Among Higher Education Iastitutions “(Santa Monica: The
Rand Corporation, 19?6)

Hyde, "The Effect of Tultion and Financial Aid," pp. 16, 48;

William D. Hyde, Jr., "The Effect of Tuition and Finnncial Aid :

on Access and Choice in Postsecondary Education,” in William D.
Hyde, A ed., Issues in Postsecondary Education Finance:

© Summaries of Six Issues (Denver: Education Commission of the

States, June 1978), pp. 28-36; and Rumphrey Doermann, “"The

Future Market for College Education,"” in A Role for H&rketing in

College Admissions (New York: Collage Entrance Examination
BOlrd, 1976)s / . >

Hyde, "The Effect 0%4 Tuition and Financial Aid," p. 44; Jackson
and ‘Weathersby, "Individual Demand for Highrer Education," pp.
043-650; and McPherson, "The Demand for H:.gher Education,” pp.
180-186.

66/ Hyde, "The Effect of Tuition and Financial Aid on Access and

68/

\Choice," pp. 29, 31; Hyde, "The Effect of Tuition and Financial

Aid," pp. &4, 45; Jackson and Weathersby, "Iandividual Demand
for Higher Education," p. 647; Radner and Miller, Demand and
Supply in U.S. Higher Educatiom, pp. 35 73; Bishop, "The Effect

of Pubh.c Policies on Demand,"” pp. 88-294 The National
yglommission on the Financing /o “quecandary Educat.w

Financing Postsecondary Educstion in- ‘the United States, p. 256;
and Bishop, "Income, Abl.li{y, and the Demand for Higher
Education,” pp. 323-375. / y -

3 I' N
The genenl finding that a §IGO cost increase would pro@a
1.0 percentage point decrea e in enrollment would be equivaYent
to a tuition elastitity coefficient of ~0.3 in 1974. Adjusting
this for changes in the Copsumer Price Index between 1974 ‘and
1978 produces a tu;(tion g}fistici;y coefficient of ~0.218.

magnitude of the enrollment fesponses of low-, aiddle-, and

This 3zeneralization is 5.;? on the differemces in the
high-income students to cost’ihcreases found in a number of the

studies. See, for example, Rndner and Miller, Demand and Supply

in U.S. Highexr Educatiom, p- " 64; “Bj,shop, “Income, Ability, and
the Demand for Higher Education,! and Daryl E. Carlson,

"Student P‘nce Reaponse Coefficients for Grants, Loans, Work-
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Study Aid, and Tuition Changes: An Analysis of Student Surveys"
(Davis: Department of Agricultural Economics, University of
California, Davil, \mpublhhad umncript, Novesber 197&)

69/ CSAC, Student Ruonrca Burvey, Number 2 v P 35, C;lifomh
Student Aid Commission, Student Resource Su (Sacramento:
California §tudent Aid Commission, 1972 The income’

‘ . categories are initially readju:tad foy clunget in the Comne

. , Price Index hetween December 1974 and December 1978, and the.

. results are carefully plotted by cmhtivc perceantages for ™

each segment. The income categories usad in this reﬁm‘t-%sﬁ to
$11,999 for low income; $12,000 to $24,999 for middle incaac,
and $25,000 and above for high income~-are then rudjuted
mthmticully and the percenngu recomputed.

+ 70/ Patricia Snith and I.aun Kent, :s., The Impact of ot the Basic
Grant Program on the States (Washingtom, D.C.: Policy Anllysin \
‘Service, American Council on Rducatiom, August 1977). ‘
anortumtely, this’ report does not reflect the changes in the
basic grant program that came about as a passage of thn\!iddle
Income Student Assistance Act. Two excellent, if iouuhat
hypothetical, discussions of the likaly impact of that Act ‘sre’
available. See, Congressional Budget .O0ffice, Eeda:al\ . . ‘
Assistance’ for Postsecondary Education: ’&;iom for !'iical\ ) -
Year 1979 (Washington, D.C.: Congressional Budget Office, \ / S

Congress 283 gf the United States, May 1978); and Williasa D. Hyde,
"Student Financial Aid Proposals acd the Middle Income
- 'Squeeze': Tax Credits or Expaunsion of Basic Graats,' Paper No. \
14 in William D. Hyde, ‘Papers in Education Finance (Denver: s
Education Commission of the States, June 1978). Other +
essential’ materials for any attempt to estimate the possible
impiications of this Act on California students include:
College Scholarship Sexvice of the College Board, CSS Need ~
Analysis: Theory and Computation Procedures for thc e 1979-80 g
\ - FAF (New York:  College Eantrance Examination Board, 1979); é
‘ Offite of Bducation, Bureau of Student Financial Assistance, g
Departpent of Health, Education, aud Welfare, 1979-80 E
Determinution * of ‘Blili.bility Index: . Baric Rducational™
Opportunity Grant Program (Vnhington, D.C.: Goverument
Printing Office, 1979); and OE, BSFA, Payment Schedule 1979-80
Basic Educational Opportunity Grant Grant Program (Washington, D.C.:
Government Printing Office, 1979). The Middle Income Student
Asssitance Act also increased the funding for the College Work
) Study Program d removed the family-income ceiling for
~— ‘participstion An the Guaranteed Student Loan Program. Both of :
nAre likely to assist students faced with higher .
costs for atte g college, but it was not pouibl& to factor ,
either of these changes into the model. MoreaWver, the available
evidence suggests that neither losns nor work study have the




» ’ N
same impact in offsetting higher charges as a grant of the same

size. See, Carlson, '"Student Price Response Coefficxents fox
Grants, Loans, and Work=-Study Aid."

"Notes from the Deputy Commissioner," May BSFA Bulletin 79

_(Washington, D.C.: Office of Education, May 1979), pp. 1-5. 1n

May it appeared that the provisions ‘of MISAA for independent
students would be implemented this yesr, too, largely because
of pressure from Congrese. Sin-2 that time, however, several
obstacles have developed. It dous not appear that there will be
enough time to implement these provisions prior o the start of
the fall term. The 1979-80 payment schadule, moreover, makes it
clear that for almost all students in the middle-income group--
be they dependent or independcnt--tht amount of the basic grant

for those who attend an institution charging $350 or more per

year would not increase if student fees were increased.

Only one study deals specifically with the kinds of older, part-

time students the California Community Colleges attract in such

great numbers, although its focus is nationsl. See, John Bishop
and Jane Van Dyk, "Can Adults be Hooked on Collage: Some
Determinants of Adult College Attendance," Journal of Higher
Education, XLVIII (January/February 1977), PR. 39-62. The
Community College model for enrollment responses to cost

—igcreases that was used in’ thiz report is based on a

modification of the Bishop and Van Dyk findings and formulas.

For an excellent discussion of the many: difficulties itherent
in tryiag to apply the studies that focus on traditioml 18- to
24-~year~old students' responses to cost increases to the case
of the California Community College, see, Susan C. Nelson,

“"Community College Finance in Californis: Equity Implications
in the Aftermath of P:\oposi tion 13," Mimeographed (Washington,
D.C.: prepared for the Chaucellor's Office of the Califormia
Community Colleges, February 1979), especially pp. 28-35. City

University of New York [CUNY] increased the tuition in its two- .

and four-year colleges from $0 to $700 between 1975 and 1976.
Simultaneous changes in admissions standards, State financial
aid policy, the end of lyeterans’ benefits, and other factors,
hovever, make it virtually impossible to determine what portion
of the enrollment losses in CUNY were the result of increased
charges and what portion of the losses stemmed from other
factors. See, O0ffice of Program and Policy Research,
Application and Enrollwent of CUNY Freshmen: Fall 1975 wversus
Fall 1976 (New York: The City University of New Y York, Rovuber
1977), and Office of Program and Policy Research, The City
University of New York Data and Inuu (New York: CUNY, De » December
1977). Another oft-cited study of an experiment involving
several two-y.ar colleges in Wisconsin contains nuaserous
caveats about how tentative the findings are. The experiment’
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has since ended ard while the inverse relationship between fees
‘and enrollments: was clurly established, the original study and
a follow=up study simply reinforce the magnitude ol the
Community College enrollmeut rssponses projected by the wodels
used in this report. See, "Experiment in Low Fees, 1973-74:
Preliminary Report" (Madison: University of Wisconsin, 1974);
and American Association of State Colleges and Universities,
"Wiscoansin Low Tuition Experiment Ends: Tuitions Up,
Earsllments Down," (Va:hinxton. D.C.: AASCU Special Repor:,
August 1977).

The budget penalties for enrcllment losses in the pnblic seg-
ments make them more sensitive financially to enréllment losses
than independent colleges and universities. If .an independent
institution loses a student, it simply loges the tuition and fee
income that student would have provided. If a.public

institution loses a student for whatever reason, it loses not

only the fees thc student was paying but has its budget raduced
the following year by an incremental ssount set in the State
budget formulas. This second financial penalty for enrollment
losses makes the calcrlation of the net revenues ;:rodnend in the
public sector by imcreased charges -i;nifieutly different from
similar calculations in the independent seactor. As a result, it
has often been overlooked in casual diascussions of the pouible
implicanons of hisher charges in public higher education.

See, for example, "Ford Warns of msuu of Expanded Student Aid
Program,” Higher Education Dsily, November 28, 1978. The
articie refers to a speech by Representative Willism Ford,
Chairman of the House Postsecondary Education Subcommittee. He
warned, "If people begin capturing the federal aid, we will end
up not doing a thing to improve educational opportunity for
Americans."

Once the new Middle Income Student Assistance Act is fully
implemented, most full-time students from wmiddle-income
families would not have their grants increased at all if fees
were increased. This would eventually asean that most middle-
income students would have to pay the entire amount of any
future fee increase themselves. This year and probably next
year, however, most middle-income students will experience a
change from being ineligible for BROG assistance last year to
being eligible for a grant this year. Therefore, the model
assumes that for most of .these students the entire cost of s
$100 fee increase would be 'offset dn the shortrun by the shift
ia their eligibilit’ from no gtant. last year to a grant of $200
or more this year.
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Since some of these part-tiwme students may ’b& self-supporting

and thua ineligible thia year to tak: advantage of the more

liberal indepeadent student provisions of the Middle Iacome

Student Aszistante Act, and since many, other part-time students
fail to receive financial sssistance for a variety.of Xeasons,
the payment schedule Sor cne-half time students was used in com~
puting the portion of the increased charges that would be offset
by & BEOG grant.

Since the Cal Grant programs require the student to earoll full-
time, the offsets referred to in these tables apply only to
full-time undergraduates. These offsets are calculated by
taking the number of current Cal Grant A recipients in- each
income group and the number of eligible Cal Grant B recipients
in each income group and subtracting the projected number of
students lost in that income group froa the number. of-grant
recipients in that group. Since the figures refer to currently
enrclled Cal Grant recipients, the maximum possible offset is
te reduce the projected enrollment losses to zevo. It would be
incorrect to assume from this, however, that the enrollment
losses in the University would remain negligible no matter how
much fees might be increased.

The Cal Grant offsets for the State University were computed in
the same manner as for the University. The smaller number of

Cal Grant A and eligible Cal Greont B recipients currently

anrolled in the State University, ‘however, mean~ that these

programg as currently copetituted could not entirely offset the
prajected enrollment losses anong full-tipe: stiidents in that
segment.

Age was not used as a separate independent variable in this
report, although most of the data used in constructing the model
for -the four-year segments was derived froz studies of
traditional 18- to 24-year-old undergraduates. Treating the
price respousiveness of older students as if it were the same as
for younger ones with similar credit loads posed no real probles
in the case of the University because it has so few older
undergraduates enrolled.. Moreover, the Bishop and Van Dyk
study, which applies mainly to Community Colleges, conclnfled
that the &nrollaent of older students--those over 23 years of
age~-is wmore responsive to cost -increases then is the
enrcllment of younger students. Since the Bishop and Vamn Dyk
findings were used to davelod the model used ia this report for
part-time Community College students, it did not seem necessary
to identify age as a sepsrate independent variable in their
case. In the State University, though, there are many older
students enrolled. Applying the coefficients developed by
Bishop and Van Dyk for Community College students td older State
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University students did not seem appropriate, however.
Further, it uppears that a major Teason for tha greater price
responsiveness of older students is that they -almo tend to be
predominantly part-time students and, tlus, do not qualify for

- ‘ much, if any, ¥inancial aid. Cmtqmtly, it -was assumed in

: constructing the model that the nffects of studsnts’ ages on
their responsiveness to cost increases would already be
reflected by variations in the enrollment rvesponsivenestc of
students with different credit loads--an’ indapandﬁnt variahla
alrcady being used in the model.

80/ There iz reason to believe that,juniors and uniox:n would be
. " less likely to ‘leave college than first-time freshmen: or

sophomores if student charger weare increased. Koenack's study
of the enrollment responsiveness of Uniyersity of MiTnesgota
students to cost increases, concluded that lower-divizion:
students were more responsive to incresres than upper-division .
students. This does not mean, however, that upper-idivision \
students are not responsive to cost iancreases, or thst their
price response coefficients can be set aqual to zerd, Moreover,
Hoenack's findings bave not been replicated by other studies in
3 manner that would permit the uae of different price respounse
coefficients for lower- and upper~divisidn students as well as
for students with different family incomes. Finally, because
of the le of atudents graduating and new froshmen entering
each yeu:, it would only be a matter of a few years before the
grester price responsiveness of lower-division students would
be reflected in lower overall enrollments. Under the \
circumstances, the model developed for this report utilized the f
adjusted price response coefficients for undergraduste studeunts ‘
a8 a whole., See, Hoenack and Weiler, "Cost-Related Tuition
Policies and University Bn:t:llnentt, pp. 332-360.

. 81/ See, State of Vuhi‘ngton CPE, Tuition and Fees Policy. In con-
trast to the option outlined heare, Washington sets student
activity fee ceilings at not more than 20.0 percent of the other
charges.

82/ As noted earlier, once the Middle Income Student Assistance Act
is {illy implemented, the amount of the grants for most middle-
incowe students would not increase if fees increased. Under
those circumstances, less of the increased fee revenus the
institutions received would come from BEOG funds and more from
the students themselves. The result would be even wmore
substantial enrollment losses than projected here.

83/ Jackson and Westhersby, "Iadividual Demand for Higher
Education," pp: 649-650; Gregory A. Jackson, "Financial Aid and
Student Enrollment," Journal of Higher Education 49 (1978), pp.
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84/
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548-074; Hyde, "The Bffect of Tuition and Finapcial Aid," pp.

36~42; and Daryl E..Carlson, A Flow of Funds %fn: an 1ssing

the I!gact of Alternative Studont Ald Etogr (Stanford:
Stanford Research Institute, 1975), pp. p. 62, 63. - .

m:::i.c:n Association of State Colleges und Universities’ rgp91r£
u;ed in Higher Education Daily, Ax\gnst 8, 1879.

McPherson, "The Deinnd for Higher Rducation," pp. 168*-171,
Kenneth M. Deitch, "Pricing and Financial Aid in American
Higher Education: Some Interactions,” {Sloan Commission on
Government and Higher Educa‘nion, August 14, 1978), pp. 53-57.

1979-80 Governor's Budget, p. 1043.

Population Renueh i}nit.§ Department of Finance, Population .

Projections for California Counties 1975-2020 With Age/Sex
Detail to 2000 Series E-150 (Sacramento: Department of

Finance, December 1977). See also, Patrick M. Callan, Cali~-
fornia Postsecondary Edication: Challenges and Constraints
(Sacramento: California Postsecondary Educat::.on CommPasion,
1.919}) PP- 1'6

Hoenack and Weiler, "Cost-Related Tuition Policies and Univer-
sity Enrollments ,” pr. 346-349.
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APPENDIX A
THE COMMUNITY COLLEGE ENROLLMENT MODEL

-

The model to assess the impact of increased student charges oan fulle-
tine Community College studant enrollment recognizas that thare asre
important similaritiss between these students and full-tims lowar
division students at the Stats University. The average credit load
of tha two groups of students was almost identical in Fall 1978,

the incomas dintrihxmipn was quitn simiizr, and the sverage ages vnri \

very close.

The model for part-time Cn“-mix:y\couan students waa different,
however, because thesa students are quite distinctive. The wmodel °
was basad on the resesrch of Bishop and Van Dyk on the factors af-
facting adult mru.u.nst in higher aducation, particularly-in Com~
amunity Colleges. Amoilg the variables they identified were tuition
or coat, proximity of a two-year college, the axigtence of an open-
door admissions policy, student chargea at nearby four-year insti-
tutions, vetaeran’s status, occupation, number of childr-n, age,
local unemployment ratss, and ircoms.

Bishop and Van Dyk used & conditionsl logit equation to corroborate
their findings. Thair logit coefficients for the "effect of tuition
on enrollmants wersa used in this raport. Because thase nonlinear
coafficients could not be adjusted .for changes in the Consumer Frice
Index. betwaen 1970 and 1978, the net increases in student charges
tested in the various Options in this report were adjusted instead.
The equation used here for "assessing the enrollaent impact of in-
creased charges on part-time Community College studenta was a loga-~
rithmic equation of the !!olloving general form:

10088/8 = (1-B) (2% - 1)/[(1-P) + 20T

Whare / i . -
~ 1Q0AB/E<= The percentage change in enroliment Jproduced by a
: o - -givan increase in student charges.

‘ P = The participation rate of that particular type of
Community Collage student,

ol = The logit coefficient for tuition and fee effecta.

Ax = The net incresse in student charges expresssd in
increments of $100 and adjusted for CPI changes
betwesn 1970 and 1978,

x

e = Tha natural antilog. It raises 2.71828 to the x
power. In this case x equals the values of x.
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- PROJECTIONS OF TRE MACT OF A 3300 INCREASE o
o S WHEN THE MIDOLE INCOME STUDENT. STAI!CE ACT R
SN - IS FULLY 1!0,;\_,\ h
T As noted on several ucminu in r.ht text of this report, tha enroll-
amnt and revenus affects of an incrsase in- -student charsu would ba -
different if the increase occurred after the Xiddle Incoms Studeant

-  Assistance Act was_ fully :!.-plmng‘. ~JTables. A, l, m\d roject
SR S the ‘enrollment impact of a $100 across~thesboard 88 oceurring
N after all the components of MISAA have basn qlm;df.i ALl the
R assumptions built into the models used o 1 ast-Options .2 through
: 4 wore used here, except for“the ‘assumptions ebout the vay tha
MISAA would affect the net price faced dy students. Table D shows

the revenue effacts.
;
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TANI i
ENROLUENT INPACT OF A 3]00 BICRE%SE N STUDENT uweees AT THE WIVRSITY

AYS

\ \ ‘ | o - Het Loss After
Income - Tuition ~ Net Cost  Students Lost  Cal Grant Offsets
Level ~ Percent Number. Elasticity Increase Percent Number Number ~ Percent

Nonresident Undergraduates High - 3,891 -0.146 8595 -3.32T - 129 - 129 3,3

-

-

Resident Undergraduates-

~0.00 -
-0.00

~0.00

Fuli-Time Low 16.7% 13,595 -0.437 - $50 3,02 - 410 -
- o Middle 373 20,365 -0.218  §50-9100 -2.80 - 849 -
" High 46,0 37,447  -0.146 * $100 2,02 - 75 -

F . TOTAL - 81,407 - - -2.48  -2,015 -

i
L~ 2~ - ]

T~€

Part-Time Low 16.7 M -0.437 474 447 - 3% - 34
(6.1 - 11.9 Units) Middle  37.3 1,722 -0.218 $74-8100 -290 - .50 - 50 .
High 46.0 2,123 -0.146 $100 -202 - 43 - 43

TOTAL - 4,616 ° -~ -— 2,35 - 127 - 127

© Part-Time " . Low 16.7 175 . -0.437 $160 -6.28 - 1 - 1
(6.0 of Less Units) Kiddle  32.3 3% -0.218 $100 -3.07 - 12 - 12
N R u“h 66:0 ! ‘al '001‘6 . }100 -2 %oa - 10 . ™ e 10

TOTAL - 1,046 - - . =315 < 33 -.3

. Jotal Undergraduastes low - 14,542 -0.432 - -- - - 45 -0.31
o ~ Middle - 32,478 -0.218 —— - - - 62 «0.19

High - 43,942  -0.146 ‘ -— - - 182 -0.41
TOTAL -~ . 90,961 -- L - - - 289 -0.32

. . ,,
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~ income

Level

Percent

»

et g Bsion
Bt AR N 'ST“-"»«» B e

TABLE B

Tuition

Elasticity

-

‘Nonresident Undergraduates

= Resident Undergraduates

A

Full-Time

Part-Time -
(6.1 - 11,9 Units)

Part-Time
l (6.0 or Less Units)

High

low

Middle

Bigh
TOTAL

yiddln
High

TOTAL

Low
Middle
ngh

TOTAL

low
Middle
High

- TOTAL

31.2%

42,5
26.3

—e.

31,2

42,5

26.3

-

31.2
23

8,507

50,197
68,376
42,313

160,886

11,088
15,104
9,346

35,538

9,483

¢ 12,890

7.Qz;\
30,329~

10,748
96,370
68,142

238,260

-0.437
-0.218
‘0 » 146

-

0,218
~0.,146

-

~0.437
-0.218
~0.146

-0.437

-0.218 «

-0.146

Net Price
Increase

$50
$24-§50
$100

narew

$76
$70-$100
$100

$80
$80
$80

| Students Lost

- iaﬂa
~ 7.12

- 3.54&"

-16.20
- 7»66
- ? ‘11
-10.18

‘19 @9«8
- 9 tg‘

- 6.67

-12.23

- 123

-5, 351
2,755
»3(013

-1,796
-1, ,157

-3,018

-1,891
1,285
- 532

-3,708

-8,918°

s * . . w . - ) N A
= ENROLLMENT INPACT OF A $100 INCREASE IN STUDENT CHARGES AT THE STATE UNIVERSITY

‘Net Loss After .
Cal Grant Offsets

- 123

- 0
- .0
-2,591

-2,591

~1,796
-1,157
- 665

-3,618

-1,891
-1,285

-3,708

-3,0687
-2, 4%2
-3,911
-10.040

Nupbexy Nupber  Percent

~1.45%

~0.00
-0.00
~b .12

- 7.12

"19 §93
- 9.97
- 6.67

~-12.23

-5.21
-2.53
~5.74
-4.21

3
_%
"
\%
~¥
=
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Undergradustes
Full-Time

|

“~
t
-
F 2
[ §

-
o

Part-Time
(6.0 or Less Units)

Total Undergraduates

| 9 Units) -

Income

Level

Porcent  Number

Tuition

Net Cost

“Eiist%Ciil‘, Iﬂﬁfﬁiie

Students Lost

Percent Nuaber

; :Hﬂﬂ' IWACT GF A Hﬂﬂ JNCREASE IN SWBENI CHARGES N THE WIW murs;s

Net Loss After
Cal Grant Offsets
dumber

J’?/’"’{
o
T Wt G Nl

¥ oo,
8 it

?arcaniﬁﬁﬁgf

low

Hiddle

High
TOTAL

Low
Middle

High
TOTAL

Low
Middle
High

TOTAL

- Hiddie
High

38.4X

38,0
23.6

-38.4
5.0
23.6

.

120,249
118,997
73,903

313,149

82,838
81,976
50,911

215,725

242,281
239,756
148,901

630,938

445,369

440,729
273,715

1,159,812

=0.146

—r—

wemam—
)
Ty

I

§50
$0-§100
$100

"

§$76
$50-$160
$120

$60
$60
$60

v

i

-10.66

-~ 6,72

- 5.88

v
-12,817
- 2,981

-21,060

- 2.50
~ 7.12

- 7.43
- §.48
- 9.68

~ 7.60

- 6,159
- 5,314
- 4,926

-16%,399

-14,255
-14,105
- 8,820

-37,180

- 5.92

-~ 5.89

At -
Nl ——
st . -
R
-
-
P N

- 5,471
- 2,925
- 5,262

-13,658

~ 6,159
- 5,314
- 4,926

-16,399

-14,255
-14,105
- 8,820

-~37,180

-25,885

~22,344
-19.008

-67,237

(|

4,55
2.46
7.12

§.36

7.43
65.48
9.68

1.60

5.88
5.88
5.92

5.89

5.81
5.07,
6.94

5.80




lNQ&EASE\!N GROSS asvsunes

REVENUE IMPACT OF A $700 INCREASE -IN- SWDENT CHARGES
: IN ALL THREE ‘P“JN.IC SEQENTS

Sources of Revanuqs Paid as Student Fees -

137

Gross :Revggs__ues; Students State Federa’i BE\
6$1var.1xy $10,474,409 $8,108,117 - §1,445,880 $ 920 tl
Sum Hnivanity $20, 585 ,850 $12,000,000 $1, 217 &00 N $1 369, ‘5!
noa-uaicy Colleges $85,507,180 $59,799,194 $ 740,200 §24,967,7§:
TOTAL '$116,568,439 §79,907,311 $3,403,480 . $33,&59;§i;

NET REVENUE INCREASE

| Budget Reductions Net mveuu
- Segment Gross Revenues _Same Year Following Year Increas&
3;I!n:£:varsity $10,474,409 ~$ 0 $ 476,150 $ 9,\998,‘253
' State University  $20,586,850 $2,8R2,015 34,9;97 ,691 $12,7o?,‘1{;i
Community collgges $85,507,180 $20,395,580 $14,858,532 $5ﬂ.253.b6;
" TOTAL $116,568,439 $23,277,595 $20,332,373 . $63,958,47,
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