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Restructuring Initiatives in Public Higher Education:
Institutional Response to Financial Gonstraints

ublic higher education in the

United States is tacing another

era of severe financial con-
straints. Over the last five years.
most public colleges, community
colleges, and universities have suf-
fered budget cuts, while enrollments

ELAINE EL-KHAWAS

have continued to rise. What has
been their response? Have actions
extended beyond shonterm mea-
sures and. it so, what are the primary
directions being taken?

This brief describes the actions
taken by public institutions of higher

" HIGHLIGHTS

»  Most public-sector institutions
— two-thirds or more — have
taken steps to redirect their
operations and programs dur-
ing the last few years.

®  The most widespread action is
to tighten expenditure controls
through increased monitoring
of expenses. Most public insti-
tutions also have efforts under-
way to develop new sources of
revenue.

¥  Reorganization and restructur-
ing are taking place, affecting
both academic and administra-
tive units at more than half of
all pu lic institutions of higher
education.

»  One-half of doctoral-granting
and research universities and
at le7st one-third of community
colleges and comprehensive
institutions have followed a
muiti-pronged strategy. This
involves taking actions reflect-
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ing all four approaches: con-
troiling expenditures; reorga-
nizing; seeking new sources of
revenue; and making changes
in academic programs.

. ® There are distinctive differ-

ences by type of institution.
Compared to other public insti-
tutions:

+ More community colleges
are planning academic pro-
grams with business.

+ Fewer comprehensivz insti-
tutions are deferring main-
tenarice of their physical
plant.

+ More doctoral-granting insti-
tutions have increased class
size and made changes
affecting student services.

+ More research universities
are taking actions involving
selective changes in aca-
demic programs.

education over the last few years to
respond to severe financial pressures.
Data are taken from the ACE study.
Cumpus Treads, 1994. and are
shown for four types of public-sector
institutions: community colleges:
comprehensive institutions; doctoral-
granting universities: and research
universities.

Response to Financial
Constraints: General Trends

For public institutions of higher
education in the United States. the
early 1990s have been a time of
severe financial pressures. State
appropriations, which provide core
operating support. have been cut
back dramatically. often for several
consecutive vears and with abrupt.
mid-vear recissions. These cutbacks
were caused hy the economic prob-
lems facing most states in the early
1990s. While there are recent signs
of economic recovery, financial
pressures are likely to continue to
constrain state support of higher
educution. Financing for Medicaid.

Elaine El-Khawas is Vice President,
Policy Analvsis and Research. at the
American Counctl on Education.
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THE CAMPUS TRENDS STUDY

n the spring of 1994, ACE surveyed a sample of all

colleges and universities in the United States.

Senior administrators were asked to describe their
institutions’ current status as well as recent changes
in circumstances. The study drew responses from
110 independent institutions and 296 public-sector
institutions: the latter are the focus of this report They
include: 123 community colleges; 89 comprehensive
institutions; 35 doctoral-granting universities; and 49
research universities. All data were statistically
weighted so that results can be considered represen-
tative of all institutions in these categories.

Attention in this report is restricted to study find-
ings that describe the ways in which public universi-
ties and colleges responded to widespread financial
constraints affecting them over the last few years.
The analysis reviews the extent to which public insti-
tutions indicated they had recent activity on any of 24
possible actions. These actions were selected from a
longer list of about 50 possible actions because they
were the actions most frequently mentioned. These
24 actions have been grouped into four general strat-
egies for purposes of this analysis.

The actions described here are representative of
the wide range of actions taken by universities and
colleges, but the list does not describe the full range
of actions and strategies being pursued. Further,
these actions are best understood as early responses
to harsh and often abrupt financial constraints. Some
of these actions may be preliminary steps, setting the
basis for different actions in the future.

For more information. see Campus Trends, 1994.

corrections. and primary and sccondary education will remain
a threat to adequate higher education funding (AASCU. 1994).
An important additional factor is that, over the long term.
college enroliment will continue to rise. Enrollment demand
will increase further in the late 1990s. although enrollment
restrictions and enrollment management plans at some public
iistitutions could constrain actual growth.

In view of recent funding cuts and the prospect of con-
tinuing financial pressures. some long-standing premises of
higher education financing are being called into question. How
much support should be provided by states and how much
should be provided by students and parents themselves? To
what extent should other sources of financing offer support for
basic operations? These questions urgently require thzughtful
and careful debate as matters of public policy. At the same
time. in the critical context of budget cuts. certain action:s
already are being token. State funding as a share of all public
higher education funding has fallen. tcrexample. from an
average of 56.6 percent in 198889 to 50.5 pereent in 1993-94
(El-Khawas. 1994). In . the share of costs that are sup-
ported directly by students has risen. often as a direct resuit of
state legislative action,
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Althoug-. state legislative leaders who responded to a
1993 survey rated “‘education programs” as most deserving
of any additional state funds that might become available. it
is not clear that support for institutions of postsecondary -
education was included in their use of the term “education.”
Four-fifths of the respondents reported that tuition in-
creases had been substituted for increases in appropriations.
and two-thirds thought it unlikely that public colleges and
universities would receive funding increases in the 1994
legislative sessions (AASCU. 1994).

Preliminary data from the annual state appropriations
survey conducted by the Center for Higher Education at
THinois State University show that 1994-95 appropriations
tor higher education operations increased to $42.8 billion.
an inflation-adjusted increase of 2 percent vver the
1992-93 figure. However. 21 states still reported inflation-
adjusted decreases (Chronicle. 1994,

Institutional administrators. facing recent budget cuts.
have taken steps that also may be setting new policy direc-
tions for higher education financing. This analysis reviews
the main themes of institutional response. which have in-
cluded a significant shift toward seeking new sources of
revenue. Data from ACE’s recent study. Campus Trends.

1994, are examined for the public sector according to four

Key strategies:

» Expenditure control.

#  Seeking new sources of revenue.

P Reorgaiization. and

® Seiective decisions about academic programs.,

These different approaches cited by administrators
emerged as distinctive themes in the Campns Trends, 1994
study. based on analysis of about 50 possible actions taken
since 1989, There may be several reasons why any of these
actions are chosen. bu: the overall pattern — a majority of
institutions taking these steps. or a combination thereo! —
represents a significant redirection ot activity by public
institutions of higher education.

The following section describes these recent institu-
tional actions in some detail. giving attention to differences
by type of institution. The broad trend is evident: Most
public-sector institutions — two-thirds or more — have
taken serious steps to redirect their operations during the
last few vears,

#  The most widespread action has been to tighten expen-
diture controls through increased monitoring of ex-
penses.,

#  Most also have taken steps to develop new sources of
revenue,

1




TYPES OF INSTITUTIONS

Public institutions have been grouped by 1987
Carnegie classifications as follows:

Community Colleges: Two-year institutions that offer
certificate or degree programs through the associate
level.

Comprehensive Universities and Colleges: Institu-
tions that offer the baccalaureate degree and, usually,
master's degrees; more than half of their baccalaure-

ate degraes are awarded in occupational or profes-
stonal rasciplines,

Doctorate-Granting Universities: Institutions that
offer baccalaureate through doctorate degrees and
that, during the 1980s, awarded fewer than 50 Ph.D.
degrees each year and received less than $12.5
million annuaily in federal support for research and
development.

Research Universities: Institutions that cirer bacca-
laureate through doctorate degrees and that, during
the 1980s. awarded at least 50 Ph.D. degrees each
year and received more than $12.5 million annually in
federal support for research and development.

For more information, see: A Classification of Institu-
tions of Higher Education. Princeton. N.J.: Carnegie
Foundation for the Advancement of Teaching, 1987.

#  Restructuring is underway. affecting both administra-
tive and academic units at most | .olic institutions.

®  Muany institutions are facing up to the need for “hard™
decisions: setting priorities among academic programs.
identifving certain programs for expansion while other
academic programs are being cut back.

In short. these actions involve initial steps toward a
substantial reassessment, and possibly a realignment. in
how public higher education is tinanced and what programs
it otfers to its constituents.

Many public institutions have taken comprehensive
action. i.e.. making changes that retlect all four strategies.
Figure | shows that at least half of the doctoral-granting
and research universities surveyed reported actions of all
four types: tighter expenditure control. new fund raising,
reorganization. and increased scrutiny of academic pro-
grams. Among community colleges. at least one-third have
taken actions reflecting all four types of response. Among
comprehensive universities and colleges. 38 percent re-
ported actions that retlect all four strategies.

Difterences in Approach by Type of Institution

Most public-sector institutions have adopted a mixed
strategy for responding to their recent tinancial pressures.
However, some distinctive themes emerge according to
institutional type. Table 1 summarizes the survey’s findings
for four categories of public institutions. These differences

60—

53

Percentage of Institutions*

Research Universities

*Percentage of institutions that reported all four of the following actions: tighter monitoring of expenses: increased fund raising:
administrative reorganizaton; and increased scrutiny of academic programs. These are the actions that were reported most

trequently within each of the four response categories.

~ Figure 1
Institutions Taking Comprehensive Action

Doctorate-Granting
Universities

Comprehensive
Universities and Colleges

Community Colleges
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reflect several factors, including previous circumstances as Areas that were less often mentioned by community
well as the distinctive roles of and different opportunities colleges. compared to other public institutions. include:
available to each type of institution.

® increasing fund raising:
Community Colleges

Most community colleges have responded to recent ¥ setting fees for studerit services: and
financial pressures in ways similar to actions taken by other ®  rcorganizing student services.
public institutions. Most made budget cuts and reorganized
administrative and academic units. Compared to other types The relative lack of emphasis on making changes in
of institutions, however, several trends are distinctive. student services may be due to the fact that. compared to

One approach appears to be especially promising residential institutions. community colleges offer a more
among community colleges: developing academic pro- limited scope of student services, Setting fees for those
grams jointly with business. Seventy-three percent of com- services also would be difficult in view of the financial
munity colleges reported taking this approach (Table 1), profile of many community college students and the often
compared to much ower figures for four-year public sharp increases recently instituted in student charges per
institutions. credit hour at many community colleges.

Table |

Restructuring Actions at Public Institutions
(in Percentages)*

Coumpre-
All kensive Doctorate-
Public Community L niversities Granting Research
Responding to Pressures By: Institutions Colleges & Colleges Universities Universities
Expenditure Control
Tighten moaitoring of expenditures 81 83 75 86 758
Cut some line 1tems in the budget 75 75 75 67 73
Cut budgets of some units 65 63 63 81 79
Set new rules for budgeting 56 57 54 N 52
Cut budgets across the board 53 54 46 76 b
Defer maintenance. physical plant 48 49 41 56 S8
Increase class size 47 43 2 70 50
New Sources of Revenue
Increase fund raising 74 66 89 93 89
Increase reliance on tuition 71 70 32 81 76
Plan programs with business 60 R W a3
Increase revenue-generating academic programs Sl 3 45 Sl S6
Set fees for some student services 41 Kh 45 77 63
Introduce revenue-generatimg use of facihities 32 3 Rh 24 3
Reor ganization
Rec -ganize administrative units 67 67 o 64 72 77
Redesign admipistrative actively 57 62 44 S3 57
Reorganize student services S4 s2 s3 78 67
Reorganize academic units N S3 44 61 S6
Changes in Academic Programs
Increase scrutiny of programs 72 " 71 86 73
Review the misston of cach unit 69 069 6 8l 71
Introduce new programs 66 GO 64 68 6o
Increase the size of some programs S0 S0 40 41 S8
Cooperate with other imstitutions 44 40 AR 48 40
Eliminate some programs 43 44 b 44 65
Reduce the size of some programs 32 31 2N M4 67

*Highest response per category is in bold.

E TC Page4  American Council on Education, Research Briel 8
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Comprehensive Universities and Colleges

Compared to other institutions, comprehensive univer-
sities and colleges followed similar strategies in many
respects. However, there are several areas in which they
were less likely 10 report taking steps (Table 1). These
include actions to:
®  plan programs jointy with business:
® redesign administrative activity:
#  rcorganize academic units:
P climinate academic programs:

B develop revenue-generating academic programs: and

#  defer maintenance of the physical plant.

Comprehensive institutions reporied the lowest level of

activity on these responses. compared to other public insti-
tutions. Regarding the strategy of planning programs with
business. for example, 33 percent of comprehensive insiitu-
tions reported such actions, compared to 73 percent of
community colleges. 43 percent of research universities,
and 39 percent of doctorate-granting universities.

It should be noted that two of these strategies — plan-
ning programs with business and developing revenue-
generating academic programs — require innovative uc-
tions: several others — for example. redesigning adminis-
trative activity, reorganizing academic units, and
eliminating academic programs — involve making difficult
decisions. Are there constraints facing com_.; shensive uni-
versities and colleges that hamper efforts of these kinds?
Or. are these actions particularly unsuitable to the nature of
these institutions?

Doctorate-Granting Universities

These universities. typically offering limited doctoral
programs and receiving moderate levels of federal research
funding. have adopted multiple strategies for addressing
financial pressures. At the sume time, they have given spe-
clal attention to certain strategies (Tuble 1), Doctorate-
granting institutions were mor ¢ likely 1o report actions to:
B et tees tor student services:
#  reorganize student services:
B imposc across-the-board budget cuts:

B increase dliss sizes

B increase scrutiny of academic programs:

#  review programs in light of the institution’s mission:
and

# increase tund raising.

This pattern of actions may suggest that doctorate-
granting institutions are the most likely institutional type to
impose restrictions or take necessary actions within a fim-
ited range of options. Increased scrutiny, along with man-
dated budget reductions. appear to have dominated their
actions over the last few vears.

Research Universities

Responses by research universities (Table 1) reflect a
substantial degree of activity: relatively high percentages of
reseiarch universities reported taking most of the actions
listed.

Also striking is the fact that research universities were
much more likely 10 report actions involving selective
changes in academic programs. These include actions to:

®  reduce the size of some academic programs:
B climinate certain academic programs: and
# increase the size of some academic programs.

Institutional size may be a factor: larger universities. be-
cause they have a greater variety of programs, can make
selective changes without damaging core programs.
Smaller institutions would be less able to do so.

In fact. at least one-third of the research universities
have taken serious steps to change their academic programs
in the last few years. Figure 2 shows that 35 percent of
research universities took all three of the following actions:
giving closer scrutiny to academic programs: increasing the
size of some programs: and reducing the size of some pro-
erams. This level of action on academic programs is con-
siderably higher than the level of academic program
activity among other institutional types.

Conclusion

This brief documents a substantial level of activity among
public colleges and universities to redirect their operations
and programs. This. in turn, suggests that many institu-
tional administrators have become convinced that serious
changes are necessary and that their current financial prob-
Jems are neither temporary nor limited in impact. The ac-
tions reviewed here involve much more than budget
cutting: they appear to be serious steps to redirect both the
administrative and academic activity of many colleges and
universities. Many institutions — fully half of both the

7 Volume 5, No.8 Page 5




Figure 2
institutions Taking Several Actions To Change Academic Programs

Percentage of Institutions*

Research Universities

Doctorate-Granting
Universities

Comprehensive
Universities and Colleges

Community Colleges

*Percentage of institutions reporting all three of the following actions: increase scrutiny of academic programs, increase the size of some
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programs. and reduce the size of other programs.

rescarch and doctorate-granting universities and more than
one-third of community colleges and comprehensive insti-
tutions — have adopted a relatively comprehensive ap-
proach. taking actions during the last few years that
involved all four of the strategies reviewed in this analysis.
The combined effects of such actions could well resultin
significantly different operating conditions for American
colleges and universities.

In this context, policy makers at both the institutional
and governmental levels may benefit from a review of the
analyses and recommendations that emerged tfrom several
other periods of financial retrenchment for higher educa-
tion. The Carnegie Council’s 1975 report. “More Than
Survivel.” is pertinent for its extensive recommendations
on institutional strategics for achieving financial flexibility
and its analysis of wayvs that universal access to higher
education could be achicved at a reduced or controlled
level of public funding. Similarly. the analysis by Morumer
and Tierney (1979) of reallocation and retrenchment ac-
tons during the 1970 ofters a thoughtful perspective on
the merits and shortcomings of various alternatives. Other
works from these earlier periods of financial constraint
(e.g.. Hyattet. al, 1984: Cartter. 1975) also add perspective.
They are a reminder that higher education often has faced
severe financial constraints over the last few decades.
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Resources

®  The American Association of Community Colleges
counts among its members over 1.100 community. junior.
and technical colleges. lts bi-weekly Community. Techni-
cal and Junior College Times carries news and commen-
tary concemning this segment of the postsecondary
education community. For further information. contact
the American Association of Community Colleges.
Suite 410, One Dupont Circie. Washington. DC 20036.
(202) 728-0200.

®  The American Association of State Colleges and
Universities (AASCU) together with the National
Association of State Universities and Land-Grant
Colleges (NASULGC) count among their membership
rosters nearly all of the public four-year institutions in
the country. AASCU's Office of Association Research
and Information Resources (OARIR) publishes an
annual Repaort of the States that provides data on en-
rollment and finances. as well as comments regarding
current developments at public four-vear institutions.
OARIR from time to time conducts special surveys of
association membership conceming other issues re-

lated to public higher € lucation. For further informa-
tion. contact the American Association of State Col-
leges and Universities. Suite 700. One Dupont Circle,
Washington, DC 20036. (202) 293-7070.

The Americaa Council on Education (ACE) annually
publishes Campus Trends. which reports the results of
a survey of policies. practices. and the condition of the
nation’s instituucns of higher education as perceived
by their senior administrators. Conducted by Elaine
El-Khawas. ACE’s vice president for policy analysis and
research. the Campus Trends studies have for several
vears included questions retated to the reallocation of
resources — financial. human. and programmatic. The
surveys present the responses of between 350 and 400
institutions that are part of the Council's Higher Edu-
cation Panel. an institutional sample that. for the pur-
poses of these studies. represents all four-year colleges
and universities and public two-year institutions.

Although the survey’s emphasis changes annually.
a large proportion of the questions are essentially the
same from year to vear. A tiacsimile of the survey
questionnaire is shown in each year’s report so that
identical or closely similar questions may be tracked
over time. For further information, contact the Division
of Policy Analysis and Research (DPAR), American
Council on Education. One Dupont Circle, Washing-
ton. DC 20036. (202) 939-9450.

The Chronicle of Higher Education. the national weekly
newspape. Jevoted to higher education, offers both short
news items and articles about institutional change in
several of its sections. e.g.. “Personal and Professional.”
“Information Technology.™ and “Business and Philan-
thropy.” An annual index is published separately each
August. The Chronicle’s editorial offices are at 1255
Twenty-Third Street. N.W., Washington, DC 20037.
(202) 466-1000.

The National Association of College and University
Business Officers’ (NACUBO) news magazine,
NACUBO Business Officer. is a monthly publication that
frequently includes articles describing examples of reor-
ganization of administrative and financial activities on the
campuses of various types of institutions. NACUBO also
conducts a “benchmark™ project that is designed to help
institutions identify “best practices™ in a large number of
functional areas related to an institution's business and
administrative activities. such as admissions. develop-
ment. and purchasing. For further information. contact the
National Association of College and University Business
Officers. Suite 500, One Dupont Circle. Washington, DC
20036. (202) 861-2500.

Volume 5,No.8 Pags 7




The ACE Research Brief Series

The Division of Policy Analysis and Research of the American Council on Education publishes the ACE Research Brief
Series, a collection of short papers exploring timely and pertinent issues in higher education. Current topics include trends
in the hiring of minority faculty. women in higher education, public sector enrollment and degrees. Latinos in higher educa-
tion, a profile of baccalaureate college-, and economic trends and higher education. The series is published eight titnes a
year and is available for $58 for one year, $106 for two years, or single copies for $10. ACE member institutions receive a
10 percent discount. Standing subscription orders are available. Call (202) 939-9385 for miore information.
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