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INTRODUCTION

Everyone knows that higher education in the United States is facing
a "crisis". Few seem to understand the nature of the crisis beyond

~ the fact that it is basically financial in nature, a supposition

‘that is mot particularly helpful, since the crises which fail to _
diminish in the face of (preferably massive) funding increases are rare
indeed. Thus, for example, we are shown that faculty salaries have risen
‘and are rising by some eight to ten percent per year but not why these

" increases are outrunning wage levels in genmeral and the cost of living
in particular. Costs per student escalate at an even higher rate, but
why this should be so, is vague. And expenditures seem mystericusly to
climb at a slightly faster rate than revenues: The Cost of College

" attempts to explore some of the:e guestions. -

The study is based on a detailed analysis of the financial and opera~ .
:jonal characteristics of fifty pre-doctoral colleges over the period of
Fall 1967 to Spring 1970 (FY 1968-70). In large measure, the results of
this study show that the crisis is manifested in various ways: for some,
nfinancial difficulties" imply that new programs must be postponed. for
others, a close 1ook at marginal programs i5 being undertaken with an
eye to cutting them,--and for some, the financiai squeeze will force them
to close their doors within the next few years. Some of our sample of
fifty -colleges are financially healthy if not actually.robust--and some
ofdthese, surprisingly, are almost solely ‘dependent on students' tuitions
and fees. -

A11 in all, it is our conclusion that where there are financial difficulties,"
they are largely a result of internal decisions both within the colleges
themselves--as when objectives are established which exceed reasonable ex--
pectations of fulfillment--and in higher education as a whole--as when all
colleges collectively strive to attain nationally inconsistent objectives.

It is obviously imposzible, for example, for every school simultaneously

to raise the entrance standards for its incoming freshmen class, but it is’
equally improbable that an individual institution can do so if it draws

from a relatively fixed base of graduating seniovs. :

3
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indeed, these considerations leave us to a formulation of analysis in
which the "constitutency" which a coliege serves plays a crucial role
in determining what kind of school it will be and therefore, what its
costs will be. 1In responding to their "constituencies" colleges tend
to pattern themselves along lines which we classify "academic"
ptilitarian", and "general".

Using these typologies as an analytical framework we noted the following:

. --a tendency to accept costly programs involving inde-
pendent study and small group seminars without first
assessing their appropriateness to the role of the:
school or its constituency which can lead to financial
difficulty by forcing rising costs, ,

‘--rapidly expanding budgets of state-supported institu-
tions which have tended to create sericus competitive
problems for the private schools dependent on rapidly-
‘rising tuitions (we feel, however, that the period of -
rapid public school growth may be drawing to a close),

--that expenditures may be overtaking revenues is not
supported by our statistics (from Fall 1967 through
Spring 1970 expenditures rose 25.9.percent and revenues
25.7 percent, a negligible difference) S

--that the financial squeeze is very real for some schools,

" and selective programs of Federal institutional aid
are appropriate.

‘The data for the study was collected during personal visits to each of

o the. campuses over a period from July 1970 to March 1971. OQur interviews

‘are. part of the data and shaped our interpretation of much of the "hard"

data.

The reader may often find himself exasperated by observations and con-
clusions based more on subjective ~riteria than on the statistics. - All
we can do then, unfortunately, is point to the collective impressions
gained in conversations with individuals at these and other colleges. .

We would, of course, be distressed if our impressions and the statistics

were seriously at odds; they were not.

'Finally, we wish to extend our thanks to the many college presidents and

administrators who were so hospitable to us irn the course of our visits.
We ta ked with Titerally hundreds of individuals who are concerned not
only with their own institutions' well being but with that.of all of
higher education. Their opinions are valuable to us and to this study;
we hope we have done justice to them and accept responsibility where we
have .not. : : - .

Cambridge. Massachusetts



- I. THE STUDY

We assume, in The Cost of College, that the nation's objective, and the

the appropriate federal government concern, is to provide each youth with

an onportunity to acquire that type of post-high-school education which .

is appropriate to his interests and capabilities. We assume, furthermore,
that this opportunity should be made available without regard to stu- )
dents' ability to pay. The issue is whether and what kind of federal pro-
grams are helping or could help us transform the assumptions into realities.
In the end the issue is simply what are the costs of college, how are they
to be met, and how have the present ‘:deral student aid programs helped?

The Cost of College was designed with objectives which are admittedly
Timited but, if attained, can assist us to respond more knowledgeably to
those issues. The approach was simply to examine higher education at the
institutional level in order to test the impacts of alternative hypothet-
jcal programs as well as existing programs on the schools themselves.

In any program there is always the possibility that the institution might
respond in such a way as to cause unanticipated indirect effects. There
can, in fact, be not only second-order but multi-order, subtle effects
~ which may not be apparent if the materials are too severely limited to a
single aspect of institutional operation. The Cost of College is thus
‘based on a very substantial amount of data which goes well beyond the
obvious questions concerning budgets, finances, and enrollments.

A. The_Colleges

The extraordinary Ziversity of characteristics in U.S. institutions of

" higher education presents comparably complex problems in analysis. It
obviously makes 1ittle sense to compare a large state university with a
junior college unless one has a relatively large sample of each class of
institution. The Coming Depression in Higher Educatior [ 3], for exampie,
with a. sample of only forty-one colleges and universities, had to draw
conclusions  for six different categories of institutions* and then, some-
what precariously in our view, assume the applicability of those conclu~-
sions to all of higher education.

*These were:. ﬁatibna] research universities, leading regional research
universities, state and comprehensive colleges, liberal arts colleges,
: Ub1ack'co11eges, and- two-year colleges. R L
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Since The Cost of College‘was limited to a sample size of fifty institu-
tions, we chose to 1imit the study to a more restricted population, viz.,
the 4- and 5-year predoctoral coi.2ges. This Timitation of the popuTaticn
has additional advantages. The primary missicn of each of the colleges in
our study is teaching; none of them would consider itself as heavily ori-
ented toward research. We carn, therefore, focus on the cost and manner in
wh1ch this single mission is fulfilled apart from the impacts of other
outputs' of higher education which often tend to obscure results. For
another thing, the principa® Federal student aid programs* are aimed at
the undergraduate population and so will be more important toc these schools.

Of the 2,551 institutions of higher education in the United States in the
summer of 1969 there were 754 four- and five-year baccalaureate-degree-
granting and 625 masters-degree granting colleges [13, p. 16]. Forty-nine
or 3.6% of these 1352 are represented in our sample. One of our sample

is a small doctorate-granting institution. wr1ch shares many of the charac-
teristics of the 4- and 5-year scheols and was chosen to provide one point
for which a comparison of effects of doctoral progirams could he obtained.

The f1fty colleges se1ected (Table 1) include**

20 pub11c1y—(1 e., state—) controlled schoois--
5 enrclling 500-2,000 students, .
6 enrolling 2,000-4,000 students,
9 enrolling over q, 000 students -

16 indapendent (private, non»sectarman) schools--
9 enrolling 500-2,002 students, ' :
7 enrclling over 2 500 students, and

14 re1igibus (private) schools--
: 8 enrolling 500-2,000 scudents,
6 enr0111ng over'Z 000 sxudents

5choo1s were selected by repeated random sampling from the USOE d1rectory
of education until each of these prese1ected type-of-control and enroll- .
ment strata were filled. It will turn out, as we will see:;, that categories
~ related to type of control and size are less revealing then others which we
will examine. Thirty-two states and tke District of Co1umb1a are repre-
-sented i n the fo11ow1ng reg1ona1 breakdowns

New England B 5
Middle Atlantic ' 10

" Great lLakes ' S ' 9

Middle West 6

Southeast (including Texas) = 10

Southwest and Mountain States =~ 5

Pacific Coast 5
50

* Viz., the Educationa1 0pportun1ty Grant (EOG) Nationa1 Uefense Student
Loan (NDSL), and the College Work/Study (CNS) programs.

** Enroliment and control as reported in Fall 1969. ‘Hereafter we use the
terms "public", "independent", and "re11g1ous" to designate the three types
o °f control. :
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. Table 1.

. <Pennsylvania

Characteristics of Sampie Coileges

NAME Grf SCHOQL STATE REGION CONTROL
Bard College New York Mid East Independent
Bennington College Vermont New England Independent
Berea College Kentucky Southeast Independent
Calvin College Michigan Great Lakes ‘Religious
Capital University Ohio Great Lakes Religious
Carleton College Minnesota Plains Independent
Clark University Massachusetts New England Independent
Cleveland State University Ohio Great Lakes Public

. Drake University _ Iowa Plains Independent
gastern I11inois University I11inois Great Lakes Public
Ferris State Coilege Michigan Great Lakes Public -
Fort Vailey State Coliege Georgia Southeast Public
Furman University S. Carolina Southeast Religious
Humboldt State College California Far West Public

- Indiana University at Fort Wayne Indiana Plains Public
Langston University Oklahoma’ Southwest Public _
Loretto Heights Co11ege Colorado Rocky Mtn. Independent
Loyola Colliege Maryland Mid East Religious
Madison College Virginia. Southeast Public-
University of Maine at Farm1ngton Maine - New England  Public-
Mississippi Valley State College Mississippi Southeast .-Public
Missouri Southern College ‘Missouri " Plains " Public

~ Missouri Valley College ° _Missouri Plains Religious

"Monmouth College New Jersey Mid East o Independent
Montclair State College New Jersey: - Mid East © Public -
U.N.H. - Keene State Co]]ege New Hampshire . New England Pubiic _
tollege of New Rochelie . New York Mid East _Independ=nt
Nicholls State College . Louisiana Southeast ~ Public
North Adams State ‘College Massachusetts New England - Public

U. of North Carolina - Asheville North Carolina . -Southeast - Public .

. Oberlin College " Ohio* Great Lakes Independent
Oklahoma City University Oklahoma Southwest Religious
Pomona College California Far West Independent
Portland State College Oregon Far West Public
Prairie View A & M Texas : ~ Southwest Public
University of Puget Sound Washington - Far West: Religious
Rollins’ Co]]ege _ Florida "~ Southeast Independent
St. Mary of the Woods Indiana "Plains Religious .
St. Mary's University Texas Southwest Religious
College of Sante Fe New Mexico = -Southwest Religious -
University of ‘Scranton Pennsylvania . Mid East ‘Religious
College of Southern Utah Utah ' . Rocky Mtn. Public
University of the South Tennessee Southeast ~ Religious
Spring Hi11l Coliege ~+Alabama Southeast Religious
SUNY - Brockport . -~ New York " Mid East . Public
Trinity College - D.C, - . Mid East Religiciss
Tuskegee Institute Alssama " Southeast Independent
Washington College Mari/tand - Mid East Independent
Whittier College Caiifornia - =~ Far West = Independent
Wilkes College - .Mid East

- Independent .




Figures 1 and 2 show the enrollment and geographical distribution of the
selected colleges, respectively.

The twenty public colleges are drawn from among 273 such colleges, the six-
teen independent from among426, and the fourteen religious from amona 637.
(The ‘remaining sixteen 4- and 5-year colleges are under federal or local -
control). The larger relative proportion of public colleges was designed
to reflect their larger enrcliments. Those in our sample average 4,200
students compared with 2,300 in the independent schools and 2,000 in the
religious colleges. The schools in our sample enrolled 150,000 students.

setection of predoctoral colleges as the focus of this study produced Some
results which, although not unexpected, reflect characteristics specific
to this institutional level. For example, the state colleges tend to be
either former teacher colleges or to have offered strong curricula in edu- -
cation. As a result, their enrollments in education majors are relatively
high as is the proportion of women enrolled. The South is well-repre-
sented, refjecting the relatively larger number of predoctoral institutions
-ghere. Four of the five predominately black colleges included are in the
outh. : ‘ : ) :

Since the sample includes the extremes in academic standing, from the
wezkest of the developing state institutions to the most prestigious of
the small private colleges, financial indicators ranging over this entire
gamut can be examined. : :

~What are the characteristics of the ciass of colleges represented in the
sample of this study? Based on American College Testing.Program (ACT)-
resplts, the.academic potential of their newly-admitted enrollees is -
higher than that of 2-year college enrollees but substantially below that
¢f those entering Ph.D.-granting institutions (ACT composite scores are,
respectively, 19.5, 18.2, 22.1 Es, p.24]). In other respects, such as
yitimate level of degree sought, students' personal goals, and factors
considered in selecting a college, 4- and 5-year college enrollees appear
to ‘be similar to university enrollees (s, p. 12ff]. : ,

Despite the limited population from which the sample was selected and the
stratification criteria which were established, results are not intended
for-use in any formal way for projection to the whole population. While
we may genera?ize many of our results, we should prefer to do so only when
“they are so clearcut that a high degree of statistical confidence can be
. associated with their application to the entire . population of 4-year
~colleges. : ' , ‘

" Results cannot be said to apply to efther the community colleges or the
~universities. It should be obvious, of course, that in those ‘areas of-.

undergraduate education where there are strong similarities, judgements
.in favor of broader applicability of specific reésults might well be _

- appropriate. For example, research, which plays an:important role ‘in uni-
. versities, is widely supposed to generate external economies for under-

. graduate instruction by paying for part of instructors' salaries and by
making graduate assistants available for undergraduate instruction. On -
the other hand, where there are similarities in function and organization,
the analyst can make broader generalizations regarding those particular

Q
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features. For example, the number of undergraduate sections offered and
their distribution by field and class size could hardly be expected to be
any different in universities than in 4- and 5-year colijeges.

B. The "Hard" Data

The specification of data items to be obtained was based on a rather simple
line of analysis, viz.,

--the central function of the sampie <" 'eges js the provision
of "education" in the form of clas: room instruction¥; the anal-

~ ysis of college costs and resource zilocatior requires informz-
tion on this function, at a section-»y-u2zctiT and course-by-
courie level of detail (approximatel - 32,06} items for each
year), . .
_-classroom instruction is provided by :=ache:s; they are by
far the largest operational expense ‘ite:: in —-1lege budgets;
data on them, their salaries, and th=ir “unc=ons is another
analytical requirement (approximatel:s 4,000 per year), and
--the colleges have resources, which tr-=v must allocate among

classroom instruction and the various =yuiredi supporting
functions. They may also, because ¥ zneir rnon-financial

" resources, make rescurce allocations Tor research and public
service which are essentially discre=ionary. Data on revenues
and expenditures at a detailed level is needed. for this anal-
ysis (approximately 1,500 items per year).

In addition to these basic elements, much more is needed to describe a
college so that a meaningful context for the quantitative data can be
constructed. For this purpose, The Cost of College uses data specifically
relating to: . - ‘ . .

--application, acceptance, and academic achievement statistics

for entering freshmen** ' :
*Recognizing, of course, that this is hardly the only way to provide educa-
tion. Forma1_apprenticeship‘programs,‘especia11y on-the-job training, are
a time honored way of providing many trades and professions with a large
proportion of their preparation. Very advanced work (at say. the postdoc-
toral level) may involve research under the direction of a senior person.
And many educators would emphasize the simple day-to-day interaction of
students with and within a "learning environment”. In these fifty colleges,
however, provision of classroom ‘instruction is overwhelmingly the most im-
portant educational functien. Few of them would consider themselves as
having a heavy stake in research and it is quite unlikely that any would
exist for long if it ceased to offer classroom instruction as its principal
form of education. ' : - '

*%\s measure. by Scholastic Aptitude Test (SAT) s-orec and high school ciass '
standings.  Where American College Testing (AZT3 scores are used by the
college they were converted to SAT equivalents [z , p. 105]. We.are aware
of the recent criticisms of SAT and other testing devises which note the
problems associated-with constructing "culture fre=" t=sts.. None of the
schools in our sample Hffers "culture free" ediucaTion, however, and SAT
O ts probably -are quite meaningful in relatimg their "client" needs to
E' _ir programs. See Chapter 2. . '
- 14




--enrollments (by level and major, where avasilable)
--facilities

--program requirements, as laid out by the colleges, and
-~detail on student aid programs with particular emphasis on
the federal EOG, NDSL, and College Work/Study prr ams.

The cost of classroom teaching lies at the heart of any analvsis of college
costs. The first step in this analysis involved matching in: ‘ructors with
classes as a means of computing the classroom hours per inst.. :tor and of
identifying deviations from norms for further analysis. Gener 11y, the
colleges were able to explain deviations so that a firm figur: for the
actual cost of classroom instruction could be developed.

Analysis of expenditures and revenues was somewhat more complex. It is

easy for the analyst to overlook the fact that the form of budget/expendi-
ture classification may generate spurious indicators of basic relationships.
If a school, for whatever reason, tends to maintain accountability in a
form different than other schools, then its "differentness" may well be
significantly related to one or more of its other characteristics. In

fact, however, when comparable assignments of expenditures are made the
school may be shown not to be statistically different than the others.

_ The difficulty is, of course, in assuming consistency of assigmments among
all the colleges, -a problem not unique to this study [ 9, p.vii]. Most.
analysts of higher education are now familiar with the bewildering array
of accounting formats which colleges use. To cut through this jungle of
definitions, restricted and unrestricted fund accounting, and. frequently .

- anachronistic state accuunting requirements, we simply accepted and coded

each item at the most detailed level feasible. This detail, in all cases,

" was sufficient to permit us to classify accordiiig to our own analytical
schema so that data would be consistent over all colleges.

0thér:déta proved,moré»tractab]e}for analysis and éubStantia]]y less vol-
- uminous. : o ' ' RIS

"It is important to note that results here are based on analysis of colleges' -
own records. The data are those which any college necessarily maintains
for its.own functioning. While the analytical jntérpretations of specific
items of data might vary, or definitions questioned, the information is

. about as close to "truth" as one can feasibly get. ,

C. Campus Interviews

There are two more problems. First, data of the type needed does not '
simply gush forth at the mailing of a questionnaire.  Second, all the

" "hard" data there is still does not quite tell one with what "kind" of
college he is .dealing. - ' L ' :

Questionnaire-type responses, although an efficient way of gathering data, .
“fall short if the appropriate questions are-not-asked. Then the college - .
which is unique in some respect (and virtually all are) which would affect
the analytical results might only te seen as a statistical aberration in
“the final results. Only by conducting on-site interviews with a number

Q ' ’ . .
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of administrators is one able to obtain an adecuate sense of thos= special
quaiities about which further questions require Inswers. The simplistic "cost
per student", for example, will be meaningless unless we understand the indi-
vidual colleges' varying objectives and purposes. The role whick a college
chooses for itself can impact crucially upon costs.

Therefore, the "hard" data w~re supplemented with the more subjective eval-
uations gleaned from talking and working with college administrators. We
wanted to know the colleges' goals and objectives, what kinds of students
theirs were, and from what kinds of families they come. It was helpful,
too, to learn something of the pressures under which decisions are made,
how -budgets are allocated, and, in short, where the colleges were headed.
The types of data are.dealt heavily with institutions' self perceptions,
the degree to which objectives and goals could be articulated, character-
istics of their client populations, and adequacy of their records.

The results of evaluating these softer data are impressionistic and prob-
ably subjective. (It happens, however, that the hard data, once analyzed,
almost always supported the impressions gained at the time of the visits.)

PR Pt e SERRTU O
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IT. THE COGLLEGE CONSTITUENCY

The per student cost-of college can vary markedly--even wildly--among in-
stitutions. We don't know why:. Many, possibly the majority, of studies
dealing with college costs seldom go furthzr than a simple presentation ¢~
financial characteristics and descriptions of averages and trends [GA, RE
B]. One recent analysis shows how the management of class sizes and loac:.
can affect costs [Bower], thus recognizing, as few of the other studies ™.
that certain variables in the cost formula are subject to control. It.is
not difficult to catalog reasons why costs vary:--variations in faculty
salaries, teaching loads, class sizes, and non-educational expenditures
(student aid, for example) account for most of them. Unfortunately suck
circularity of cause and effect offers the policy-maker little guidance in
designing programs responsive to the problems of college finance. '

In this chapter we suggest that the costs of college education are deter-
mined by certain fundamental variables relating to coiieges' own perception
‘of their role in the community, the needs and desires of .its particular
group of students, and the needs of its "constituency", i.e., the entire
set of groups which it must somehow serve. - ‘ : .

Retracing the argument, let us see just how great variations .in costs can .
be. For the colleges in this study costs ranged from a high of $6148 per
" full-time student down to $929 in 1969-70. Instruction costs, which pre-
sumably should tend toward equality because of the homogeneity of cost ele-
ments included, ranged from $1536 down to $391. :

These ranges, if not the precise figures, are supported by other studies.
The Golden Years shows total per. student costs ranging from $6400 down to

™m 68 [ 9, p.206]. Instruction costs similarly ranged from
$2400 down to $740 [ 9 , p.202]. The scheols. in that study, it should be
noted, are a fairly homogeneous group of forty-eight private four-year
T1iberal arts colleges. ‘ ' , .

While such figures as ‘these can be questioned on_the basis that definitions
~yary widely (there is wide variation among schools in their choice of cost .
items included in "Instruction", for exampie) another concapt,- used in this
study, does not allow this definitional looseness. This is classroom teach-
ing cost, the facuity salary cost of actual classroor instruction. In 1969-
70 this cost varied from $1472 down to $262 per student. ‘ o

What causes such variations in costs? As already suggested, we can 1"zt a
,number of explanatory factors.  Variations ‘in.class sizes are one; average

17
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;' toward definitions.

class sizes vary from as high as 29 students per section at one of our
schools down to 14 at another. Tne more widely-used student teacher ratio
~anges from 25.3 down to 8.1*. The Golden Years showed a range of 19.1
down to 7.4 [9, p. 66].

Faculty teaching loads vary similarly. Faculty members, after adjusting
for non-teaching assigned duties, averaged 360 cliassroom hours in 1969-70
at several schools but only 156 at one. Faculty salaries ranged from
$13,400 down to $8,500 at the lowest non-religious school and down to
$5,600 at the bottom of the entire scale. :

Such variations place a heavy burden on the policy planrer, who must con~
struct programs (of institutional aid, for example) which aid those insti-
tutions in need without at the same time rewarding inefficiency. Yet in
the face of the kinds -of variations noted.above it is difficult to .sepa-
rate those costs which are in some sense appropriate from those. resulting
from inefficiency. _ ’ o

Suppose, for example, a school is moving toward smaller average section
sizes. Does it do so because of a feeling that this signifies excellence
which, for reasons of prestige, the college (or its faculty) seeks? Is
it bad management, that offerings have perhaps proliferated to the point

- that the more esoteric are attended by only a handful of students or is it
poor scheduling? Perhaps a drop in enrollment, or even a slackening of the

growth rate, catches the college unaware with too large a faculty, or
expansion plans. too far advanced to alter. Are faculty costs rising

" unnecessarily due to competition among colleges for faculty (4, p. 99-110]?’

While all these factors are obviously at work, we think there are more
fundamental issues which take precedence. The most important of these is
the college's "constituency", i.e., the total community (including its

“own:students, faculty, and administrators) which it serves.

We suggest that the wide variations noted above are a response.to this

_constituency.  Programs of federal assistance will be unsatisfactory, in

our opinion, to the extent that they fail to account for high-vs. low- .
cost college constituencies.’ In this view, high per student costs do not
imply inefficiency if the college is serving a high cost constituency
and even 'a low cost college may be inefficient if the aspirations of its
students can be satisfied at significantly Tower cost.** - . o

- TR e o

% A certain degree of manipulation is possible, howevér,'With student-teacher
ratios. - See Chapter 3. . . S : : C »

j**we are not optimistic about the prospects for defining and quéntifying
. cost measures based on schools' "outputs". Economic returns tc education are

increasingly being questioned by economists. For one thing these measures
leave the value of many women's higher education. quite ambiguous where they

‘may enter the job market only briefly if at all. . In any case certain in-

tangibles, such as parental -satisfaction and institutional prestige, are also

" outputs but are extremely difficult to quantify. Recent work aimed at. devel-

oping some output measures appears to have been more successful (possibly

" unintentionally) inr?ifhlighting the difficulties than in making progress
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The campus visits, described above, produced the collective impression
that all c.1leges, encept perhaps the most recently established, make

their decisions with a very clear perception of the constituency they

serve. Furthermora, those decisions will reflect the desires of their
constituency.

What this means is that "higher education" has perhaps done a better job
of adapting to national needs for higher education than is generally rea-
1ized. Although we may feel uncomfortable with a system which relies so
heayily on the kinds of social and parental (i.e., "constituent") pres-
sures described in, say, the HEW task Force Study of March 1971 [7 espe-
cially Chapter 2], it is possibly because we have failed to recognize the
axtent to which the colleges, the students, and the community have come
to terms. : .

The college which accepts a large proportion of students who are dubious
about attending in the first place will not place many academic demands
on them and might offer more in the way of social programs. Thus the
needs of both parents and students can be satisfied.. One college, for
example, characterized its students as "coming from blue collar families
anxious to have their sons move upward in social and economic status";
its programs reflect this group's needs. Another college's students

come from relatively well-to~do families but have had trouble "fitting
in" elsewhere; the program there is academically demanding but very
Toosely structured. - Some schools which are relatively isolated geograph-
jcally serve student populations which are highly homogeneous in terms of
their socioeconomic status and outlook; that outlook is accommodated in
those-schools' programs. : S :

Administrators, too, have their needs: J.P. Newhouse, in another context,
proposes a theory which examines the effects of institutional decison-
making based on prestige rather than on cost-effectiveness criteria [11l.
For state schools, in addition, the legislature is a member of the con-
stituency which must respond to a set of voters which is only partially
cotenm}nous with the set of parents whose children are seeking a college
education. o ' .

~To talk about differing .constituencies is idle, of course, unless the

* differences have cost implications. Our work, admittedly preliminary,
shows that there is indeed a relationship between the two. 0f the many
college characteristics analyzed in. this study, the average Scholastic
Aptitude Test (SAT) scores of entering freshmen appears to be more closely

related to per student costs than any other of the variables considered. .
Instruction costs, in fact, appear to be more closely related to SAT
scores than to more direct indicators such as faculty salaries, tuition

- paid, or average.class sizes. Instruction costs will increase by about
$1 per student for each point increase in SAT averages. -In addition,
analyses of budget allocations show that the institutions' decisions on
‘the manner in whi¢h they allocate their resources will depend more signif-
jcantly on average SAT's than on any of a dozen related variables. '

Type of control is a diétant second in terms of its "explanatory power"
and variables such as level of federal support, enrolliment, and religious
o affiliation Tag far behind. S - .-

ERIC
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Our purpose in considering SAT's in this Tlight is not so much to argue

for the adoption of this as the sole analytical criterion as to point out
that a college constituency, differentiated here only by SAT as an example,
does have cost -implications. In short, the categories now w.dely-used

to classify colleges (type of control, enrollment, level) must be aug-
mented to reflect this diversity among various co11ege constituencies.

Such distinctions can be quite important, since the costs of college, as
shall be noted in Chapter 3, appear to be more a function of these char-
acteristics than of most others.

For purposes of ana1ys1s we define a set of classifications which reflect
in shorthand form schools' constituency characteristics, viz., "academic",
"utilitarian", and "general". In using this method of c]assification,

we focus .on the fact that the provision of college education "appropriate
to the needs of students" implies the necessity of providing diverse kinds
of co11ege education despite the fact that some of these may be much more
expensive than others.

By "academ1c", we mean those 1nst1tut1ons which stress academic achieve-

‘ment and in which academic competition is pronounced and frequent1y savere.

A high proportion of the graduates of these schools continue into graduate
scheol where they tend to seek advanced degrees in academ1c or scholarly
fields. These schools are usually the most selective in their admissions;
entrance exam scores are well above national averages. Individual atten-
tion, low student faculty ratios, small class sizes, and low teach1ng
1oads preva11 These colleges are expens1ve.

The "utilitarian" schools are those which attract students who see them |
as leading to graduate profess1ona1 schools- or into rather specific

career areas such as engineering and technology. Graduates go into teach-

ing or into graduate programs such as law, business administration or

sociai work. Thiese colleges are least expen51ve.

The “"general" schools find their students among those who are not the best
qualified academically and who are perhaps not ready to make a career
coomitment. They are, however, motivated either by themselves or their
parents to "get a college education", as much, often, for its social value

-as for any career value which it offers. These co11eges are largely ori-

ented toward the reinforcement of traditional va1ues at a more sophisti-
cated - level than the high schoo1s provide. .

Beyond “the admitted]y general descriptions given above, we choose to avoid-
specifying hard and fast criteria for c1a551fy1ng the schools in this sam-
ple. The specification of any school's type is, to put it bluntly, sub-
Jective and purposely vague. Suffice it to.say that the schools in this
survey were categorized prior to the analysis; nothing in the ana1y51s led
us to a1ter any of the original c1asstw1cat1ons.

In adopting this typo1ogy we do not wish to reJect "type of control" -

‘completely since the latter classification assumes importance ‘in any

analysis of revenues. The fifty colleges in our samp1e divide among these
dua1 c1a551fications as fo11ows S

20
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which follows reflects both of these typologies.
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CII1.  FINANCIAL ANALYSIS

One begins an analysis of .the cost of college with an awareness that colleges
appear to be in a severe cost-reverye syuseze. it does not take long to
realize that both "costs" ara “peye; uns® aea slippery concepts and that a-
great deal of adjusting and datining must precede any analysis. Funds set up
for purposes tong since fcrgotien linger in the ledgers and transfers among
funds constitute a sort of cost accounting =subculture. '

Zhe most detailed level :available

and expenditure categories it

pealizpsource allocations were

to achieve a degree of comparabi-
1ity among our colleqes . ™ . omparability proved crucial,--it

made it possible -for us cae¥ne A, Jpat there are indeed cost differences

" ameng colleges.  With this -sz' "+ of differences it {s then possible to
analyze what makes up thecr - . . id o con '
we ?QOS@Ty_Ca]T;“ﬁﬁﬁa?;}a?’ﬁgglth.“ S

Our approach was to éxamine ancn i
and determine. then which of ninsti-
belunged. Transfers which df4 "ot
simply ignored.. in thi SR

(H]

e

struct some. indices of what

The -analysis o7 T%e questions "why, do cos
how the ccllegs “constituency” car have a
there is a greaﬁvdea] of room for

ts vary 50 .among schools?" shows
- aiy, impact-cand it also shows that
ariggen ‘,‘jmprovement;at%many»schoo]sd'

1 expeqnditures into an
ralyzed in relationship
bat finéncialiealth is

"R final section combines our a2l _
overall index of fipanciai heaTth. :This dndéx is:
‘to a number of other variahles--the conclusjon is:dbs
not detaricorating as rapidly. as might’ be, supuoséad, but that ma
“ pursuit of unrealistic.guails may be pushirg i » dnto finencial aifficulty.

nstitutions'
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A. Expénditures

- Table 2 shows where the money goes. The statistics exhibit sufficient

variability . to preclude our reaching strong conclusions concerning trends.

There is 1ittle doubt, however, that "instruction" constitutes by far the
major item in the cost of college, with "auxiliary services", "administra-

tion", and "facilities 0 & M" following at a distance. This remains true
even when we apply our definition of instruction, which is much more 1imit-
ing than that which is customarily used.

Trends which might be noted are the rising shares going for "public ser-
vice" and "staff benefits" and the‘dec1ining importance of "auxiliary

services."

"~ Year beginning Fall:

Expenditure Type* ~ . 1967 1968 1969
Instruction o973 30.2% . 30.1%
Research:' o | 7.2 1.4 | 1.4
Library and-Audiovisual 4.0 . 4.0 4,0
Facilities 0 & M M2 06 S e
" Administration - 167 . 16.3 16.6
: Sthdént.Servi¢es' o - 2.8 o f‘278 2.6
" ‘Student Aid T2 7.5 7.3
public Service - 3.3 3.5 4.0
Staff Benefits - - . . 3.2 3.6 4.0
Auxi]iéry'SerV%Ces; e _gggz_ ~.txt_._gg;l~ . ;jjigi'

100.05 .. 100.0% - 100.0%

TABLE 2. Distribution of Expenditures: 1967-70

" Figure 3 shows graphically that the.rate of growth of expendftures appears

to have slowed siightly over the period.  As we have noted in.Chapter 2,

@) e o R S o e G

* The standard deviatibns 0f~bercentages for instruction, auxiliary

services, administration, and facilities'0- & M are 9.1, 8.1, 3.8, and

- 3.4, respectively. Standard deviations of computed means are,
vrespe;tive1y,'1;6, 1.5, 0.7, and 0.6. ' :
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costs vary so among colleges that a great deal of precision should not be
associated with. the data of Figure 3. The graphs there do represent,
however, a fair picture of what appear to be dominant cost characteristics
by type of institution over the three-year period. We noted above that in-
struction takes the largest share of college budgets. This is hardly sur-
prising in view of the dominant role which classroom teaching plays at the
institutions in this study. The instruction costs in Figure 3 show that
neither type of control nor type of instruction appears to produce signifi-
cant variation in absolute dollars about the mean for all colleges. Never-
theless, -analysis of expenditures on instruction by type of instituticn
discloses some significant differences in budget allocations:

- TABLE 3. Expenditures on Instruction )
Type of Instjtutioh - _(Percent of all Expenditures)

| 1967 1968 - 1969
By Type of Instruction: , _ . _
. ‘Academic ' _ 27% 27% .. 26%
Utilitarian . : 31 32 - 31
~ General : 28 - - 28, » 29
By Type of Control:” | S o
Lo .. PubTic.” - S 37 o 37 .37
Independent - - 25 - .25 25 .
 Religious . = - 30 28 .. 28

Publicly-controlled colleges apparently allocate substantially higher pro-
~ portions of :this total resources to instruction than do other types of
" colleges. This may be-due, however, to public schools' tendency to make
‘academic appointments of administrators for .budgetary purposes . o

" The fOT]owing show recent trends in Total vs. InStrdction.Costsz C

" TABLE 4. Total and Instruction-cbst Increases
h (Percent increase over initjal year)

1967-68 7 1968-69 |
’ T . Total Instruction Total Instruction
Type of Instjtution ) Cost . 'Cost . Cost Cost -
| By Type of Instruction: | o _ . : S
' . . Academic © 4.0% . 5.3% 8.8% 7:8%
Utilitarian. ~12.8 "12.1" 8.9 10.6
. General. 6.7 7.9 9.5 7.5
By Type of Control: o - . a
. Public 4.7% 7.0% - 6.9% 5.0%
Independent - 6.6 9.1 . 8.3~ 8.9
Re]igibus. - 17.1 10.2. -~ . 13.4 12.8 -~
| 8.3%  8.8%-  8.9%  8.6%

ALL TYPES
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In fact, the only schools for which the rule appears not to hold are the
retigious schools. It is 1ikely that this .may be true for them only be-
cause they are confronted by declines in enrollments which reduce instruc-
tion costs without s<milarly reducing many fixed costs.

A11 in all, these fiéurés confirm those of other studies whicﬁ show the
cost ofACO11ege.to be r.sing at the rate of 8-12% per year.

B. Dissecting the Cost of College

What are some of the characteristics of recent sharp increases in the cost
of college? For one thing, teaching costs,* which constitute 25% of all
expenditures, have increased at a rate greater than expenditures as a
whole, 15.9% from 1967 to 1968 and 13.1% from 948 to 196¢. The cost of
classroom teaching involves three variables, “.==cher salaries, teaching -
loads, and class sizes. Each of these will be Z-iscussed im detail below,
but the cumulative impact of year-to-year chanc=s in each variable is
shown in.the following comporents of change swmmary: o

. TABLE 5. Components of Change in Tea;hing Costs
- S ' = %}Cham&é from Initial Year
. T 19&7-68.  1968-69
‘Attributable to: | | 0
A Incréase in'éyerage §a1afy ' v 8;2%"- - 8.2%
 Decrease in.teaching hours- S - (1.4) -
Decrease in average'c1as§ sizgs'b o .4 - 6.3
Total Cost Impact - - . 15.9% - . 13.1%
Enrollment growth ez 30
" Cumulative Per student Cost Change' 9.7 0

‘That is, 55-60% of the total increase in. ciassroom teaching costs is
attributable to salary increases, with the remainder divided between de- -
creases in teaching hours and decreases in class sizes. In other words,
s1ightly over half the increase is due to $nfilation. and slightly under
half due to declines in preductiviiy. e e -

Compared_with the increase in cost Qf-?nStrUCtiwn'ﬁer student noted in the
preceding Section (8.7% and'13.7%9 respectively, for each of the two periods)

*Classroom :teaching cost is the povtion of faculty members' salaries al-
"Jocable to the specific courses ‘they taught.. Adjus‘ments: are made for part .
time instructors and for non-teaching funcﬁibﬁSﬁsuphwas‘department.chairmen;
counselling, etc. While many c¢ther rosts may. be subject to variable inter-
pretation classroom teaching costs, as defined: here, is the cost which is =

1éast subject to wvarying definitions. .For all .scheois classroom teaching
cost averages 85% of “instruction" costs and 26% ot total current expenditures.

op
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classroom teaching cost increases ran ahead of instruction costs earlier
and lagged in the latter period. By any criteria, however, the rate of
increase accelerated during the whole period with the increase in the
latter period attributable to productivity declines.

We might well digress here to observe that arguments for faculty salary
increases which exceed the cost of living are justified on the grounds
that since teaching productivity is essentially fixed, the -larger in-
creases are the only means by which the increased productivity of the.
economy as a whole can be shared. In fact, however, the economist would
make the case that the total remuneration increases should include tme in-
crease in leisure implied by the decreases -in hours and class sizes. Ob-
viously, productivity can be increased by increasing classroom teaching
load and class sizes. Arguments that the quality of ocutput would susfer
in such a case are, at best, difficult to demonstrate.

1. Faculty Salary Levels

Faculty salaries, quite properly, constitute the largest sirgle cost
~element in higher education. We have already noted that classroom teach-
ing costs are 25% of all costs; and the variation among colleges is small
enough to give us scme confidence in applying this 25% Figure to all four--
year colleges. As salaries rise they obviously -exurt strong upward pres-
sures on the cost of college, and they are increasing, by over 8% in each
of the change. periods covered by this study. There is evidence, however,
that this upward movement moderated in the current school year {(1970-71). -

- As Table .6 shows, the most rzpid increases in public. school salaries came
at a time when other schools' increases were slowing. . Because the upward
shift.in public college ‘salaries occurred while private schools were hold-
ing dewn the percentage ‘increases in their own faculties' salaries, that

shift has generally been perceived as a threat by . the private schools.
It is more probable, based on the campus interviews, that the sharp in-

- crease in public college salaries may orly represent the problems legis-
lature-controlled. systams have in responding premptly to market conditions.
The private scheols sti11 laad oubiic scheols in salary gains over the
thres-year perisg. - - L7 : : S i

. By the nature of theii mission, academi: institutions must exercise leader-
- ship in maintaining »zlatively high faculty salaries--which they succeeded .
in doing over -the pevicd. Meanwhile, the general colleges advanced their
" salaries from 79% of the academics' in 1967 to 82% in 1969. Utilitarian

schoois just held their.own at $2-93% of academics' salaries.

B! : - . w i3
L e L.



Table 6 Faculty Saiary Trands

Type 6f Institutibn - Average Salary ' _Percent Change*
; | 1967 ~ 1968 1969 1967-68  1968-69
By Type of Instruction: -
; Academic $10,155 $10,853 511,733 7.1% 8.5%
‘Ytilitarian 9,447 10,000 10,829 5.8 8.5
General ~ 8,056 8,907 9,592 = 9.4 7.8
By Type of Control: : ' ‘ | .
7 Public $ 9,601 $10,142 $10,991 4.9% £.6%
_ Independent . 9,423 10,442 11,156 1.1 7.0
“Religious 8,106 8,795 9,582 9.4 8.3
A1 Types: ©$9,193 §.9,879 $10,715 8.2% 8.2%

2. Teaching Loads**

It is in ‘teaching loads that the most marked variations among colleges -
occur. - Adjustments in volicy with respect to teaching loads, Tengths of

. sessions, and assignment of non~teaching duties ‘are much less visible:

and usually less controversial than adjustments in salary, yet they have
important consequences for college costs. " Ironically, most schools do

not really know what their average teaching loads are--especially in-
annual terms--despite the fact. that numbers of hours spent by instructors
“in the classroom seem to be closely related to institutions' financial
health. We suggest that too much attention is given to improving student/.

' *The average fraction'change presented is the mean of changes for each

school rather than the change between average salaries each year. Average

_saTaries are for classroom teaching. :

**Teaching loads, in this analysis, are measured in terms of the number of
hours instructors spend in the classrooms while faculty members have many
‘other responsibilities, most would concur that this is their principal
function--particularly at institutions selected for this study. To the
extent that other responsibilities are vormalized, we have made adjustments
in the alassroom hours to reflact those responsibilities. To account for
variations in lengths and numbers of terms and weekly classroom hours, we

23

compute total hours spent in the classroon during the complete school year.

Since each college has its own poiicies concerning teaching loads, we
“attempted to explain deviation ir, hours only in terms of colleges' own
‘norms. Faculty saltsries in the analyses used here are those salaries
directly ascribables %o classroom hours snent in teaching specific courses
or secticns. Credit granted by the institution for non-teaching duties
has been subtracted arnd zppropriate adjustments made in total salaries to
reflect this subtracticn. i - o
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The followinc cata summarize trends in teachirg leads:

~ TABLE 7. Average Classroom Hours By Year

Type of Instizution 1967 1968 1969
- By Type of Instruction: _ ' )
Academic . 279.1 - .248.3 23Z.5
Ucilitarian 352.2 . 371.8 . 387.2
General 310.7 : 296.8 302.1
By Type of Control: ' S '
IR Public _ 378.9 ' 380.6 ' 352.9
" Independent 281.3 272.6 275.4

ReTigious 290.6 - 316.5 307.7

~ One may'obsérve that the typo1bgies selected for study have a grezT deal

to do with whether significan% relationships emerge. .Data organized by
type .of control are not particulariy indicative of trends. Althcugh &he
three types exhibit differences in absolute numbers, they fail to demon-

Strate any persistent trends over the period.

By type of ihstrucfion,'however,'it is evident that the academic institu-

~ tions -are committed as a group to the diminution of annual teaching loads,

which for them dropped over the period from 279 hours per year to 232, This
drop would produce, other things being equal, a .20% increase in the cost of
college at these institutions. One need not.look further than this table

‘to .see where the utilitarian institutions derive their: strength; they

managed to increase teaching hours for staff members- by 10% from -352 to 387
20ur2 ger year. yTﬁe general schools, between the others, show no pronounced

In ‘general, the decline in academic teaching hours appears to have been off-
set by increases in those of the utiljtarian institutions. We might have
expected the utilitarian colleges to.respond to financial pressures in this
way, viz., by simply increasing teaching loads to hold the cost line. Aca-
demic colleges are impeiled by the nature of their goals to increase the

'research time available to their faculties ut the expense of teaching hours.

- ) O - . -

" “*Each of the averages (232, 387, 302 hours 1n 1969)-had a-standard deviation

of 30;j'~_

29"
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Thae tends in teaching ~ozds are less closely paralleled by concurrent
snifts in student/facul=y ratios:

TABLE & Comparative Student/Faculty Ratios

Type 7- Institution 1967 1968 1969
By Twvoe of Instruction: |
' Academic 10.9 . 10.5 11.2
‘Utilitarian . 16.9 18.0 17.1
General ' 16.2 14.9 14.5
- By Type of Control:
Public 18.1 17.8 . 20.8
Independenz 12.3 12.6 - 12.3
Religious 16.6 - 15.3 " ~14.8

The student/faculty ratio will be a function-of teaching loads, class
sizes, and student class loads. The latter is approximately the same "
from school to-school. The former two seem to move together rather ‘
closely, and one is about as good as the other .for predicting student/
faculty ratios. Although this ratio is a widely-used measure of aca-
demic quality, it is subject to considerable manipulation. For example,
the total number of academic appoiritees is customarily used to compute
_the ratio. However, adjustment for non-teaching responsibilities can
produce definite upward-shifts in the ratio. State institutions. in
‘particular, cperate under sets of rules which make appointment of aca-
demic personnel much easier than-appointment of administrators. As a
consequence the colleges shift the former into administrative jobs :
without, however, making the corresponding adjustment to student/faculty
statistical indicators. In the case of one college, for example, the
nominal ratio is 25:1, but after adjusting for actual tearhing hours is

0 30:1. Increases in this indicatar of 10-15% are typic.l, but 20% °

increases are common, after adjustment. . :

3. Class Size

The final determinant of classroom instruction cost is class size.

Generally the trend is down as shown in Table 9 on the following page.

The decline in the proportion of Targe sections (31+ students) in general

. schools coupled with the increase in small (1-10 students). sections '

spells financial trouble, since there is every indication that such a -

shift was unplanned.. The utilitarian "schools, on the other hand, although -

~ reducing the proportions.of large sections managed to prevent an offsetting
increase in numbers of small sections. S :

zmall class sizes are both a cause and effect of financial difficulty.
Seclines in enrollments can have severe cost repercussions unless strong.
wanagement measures are taken to reduce the total number of sections oifared. -

o

(9]
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Generally, and contrary to expected reactions to a cosi squeeze, class
cizes have declined over the study period. This decline has taken the form
of shifts toward smaller class sizes resulting from class proliferation,
expansion of independent study programs, and trends toward seminar-like
environments for undergraduate education. '

As elsewhere, different types of institutions pursue class size policies
in accordance with differing objectives. The academic schools naturally
tend to lead the way toward smaller class sizes while the utilitarian
institutions keep theirs relatively high. The differences amonyg the
three types of schools are statistically significant.

One additional set of observations is appropriate. Academic institutions

. have apparently achieved a "mix" of section sizes which allows a stabie
 one-third to be small. In the -face of national trends for seminar-type
education, independent study, etc., the general institutions are »esponding
in an expensive way, viz., by expanding the numbers of small sections in

order, in our opinion, to cnulate the academic colleges. As we would expect,

the utilitarian colleges are successfully resisting the trend. We would
suggest, however, that both academic and utilitarian colleges have s¢ cla-
rified their roles and the type of ‘education they are attempting to provide
that they have long since established a class-size "mix" appropriate to
their objectives. : : ' : B

. While we have noted that the-general institutions are expanding their
numbers of small sections it must be pointed out that the religious-con-
- trolled institutions, which are heavily represented in the gernaral .cate-

~gory, are exhibiting a similar trend. This view permits a somawhat diffe-
rent interpretation of results, viz., that modest declines in eniollments.
~at those colleges are shrinking class sizes.” The "expansion" af numbeis-

of small classes in this case is probably quite involuntary. : e

The relative importance of varying sizes of programs can have an effect
on average class sizes. Colleges which enroll a higher proportiocn ot
their majors inm Humanities courses, for example, will tend toward larger.
average class sizes than those which do not, since Humanities sectiens.
can be larger than those in other fields. ' '

As Table 10 shows, academic -institutions cffer almost half of thair sections
in Humanities and a fourth of them in Social Sciences. ' Both are higher

than other schools' averages. Even where the academic colleges do offer .
educaticn and/or vocational ‘training, the proportion of these to other classes
is very small. The utilitarian schools (more or less by definition) offer

a large proportion of their work in Vocational-Occupational training and
relatively less in Humanities. Both utilitarian and general colleges offer
more encouragement to Education courses. : :

Table 11 indicates characteristics of class sizes by program and type of
instruction. Although academic colleges have s1lightly fewsr of their
sections in Physical Sciences, the proportion of small sections is notice-
“ably greater than offered by the other types of colleges. In Social %ciences
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CI11. FINANCIAL ANALYSIS

One begins an analysis of .the cost of college with an awareness that colleges
appear to be in a severe cost-revenye sduseze. it does not take long to
realize that both "costs" aru yeve s* ar2 slippery concepts and that a -
great deal of adjusting and datining must preocede any analysis. Funds set up
for purposes long since forgotten 1inger in the ledgers and transfers among
fynds constitute a sort cf cosi accounting =ubculture. :

the st detailed level :available
: experditure categories it

ogurce allocations were

_ eve a dezree of comparabi-
1ty among our college comparabi ity proved crucial,--it

“made it possible -for us ihesneotd at there are indeed cost differences

" zmong colleges. With this - “4: of differences it s then possible to
analyze what makes -up thes: - .o Bo cynstruct some indices of what
we loosaly call "finen: 3% health." R S , ‘

and determine. then which of
belunged. Transfers which o
simply <ignored.. In thi

Our approach was to éxaming g:c
filiv

3

$0.among schoo1s?" shows
cimpact--and it also shows that
1t improvenient at many. schools .

The analysis o7 fhe questions “why do costs vary
how the collegs “Constituency” cam have.an
there is a great deal of room fo iagema

3

nd exgenditures into an

nalyzed in relationship .

sitbat financialikealth is
., but that many.

into financial difficulty.

"k final section combines our a2l !
‘overall index of fipanciai heaTth. < Thi
‘to a numbey. of other variakles--the -
not detaricrating as rapidiy as might be: s
“pursuit of unrealistic gualis may be pushirg

aniFinstitutions'

o AP At A A i Lt B U st
N wor K
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respectively, 1.6, 1.5, 0.7, and 0.6.

A. Expénditures

- Table 2 shows where the money goes. The statistics éxhibit sufficient

variability to preclude our reaching strong conclusions concérning trends.

_There is little doubt, however, that "jhstruction" constitutes by far the
major item in the cost of college, with "auxiliary services", "administra-

tion", and "facilities 0 & M" following at a distance. This remains true
even when we apply our definition of instruction, which is much more 1imit-
ing than that which is customarily used.

Trends which might be noted are the rising shares-going for "public ser-
vice" and "staff benefits" and the‘dec]ining importance of "auxiliary

services."

Year beginning Fall:

Expenditure Tyﬁe* S 1967 ' 1968 : ]959
Instruction B o 29.7% 30.2% 30.1%
Research | 1.2 .4 1.4
;Librarx and-Audiovisual ': 4;0 _‘ 4.0 | 440'
Facilities 0 & M 0 N 10.6 1.2

" Administration - 16.7 - 16.3 16.6

: StﬁdéntA§ervi¢es"LA[ 28 :'218 2.6
©Student Aid 7.2 7.5 7.3

' Pub1iéfService | o _ﬁ 3.311J- _ 3;5;} 4.0
Staff Benefits - - - 3.2 3.6 4.0
Auxi]iéry'Sefviées; e _20.7 o201 _;ﬁ;g;u
S © 100.0% . . 100.0% 100.0%

TABLE 2. Distribution of Expenditures: 1967-70

Figure 3 5hows gfaphiéa11y that the.rate of growth of expenditures appears
to have slowed .siightly over the period. “'ps we have noted in .Chapter 2,

* The standard qeviatﬁpns of‘percentages_fof jnstruction, auxiliary
services, administration, and facilities'0 & M are 9.1, 8.1, 3.8, and

- 3.4, respectively. Standard deviations of computed means are,

L3 :
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costs vary so among colleges that a great deal of precision should not be
associated with. the data of Figure 3. The graphs there do represent,
however, a fair picture of what appear to be dominant cost characteristics
by type of institution over the three-year period. We noted above that in-
struction takes the largest share of college budgets. This is hardly sur-
prising in view of the dominant role which classroom teaching plays at the
institutions in this study. The instruction costs in Figure 3 show that
neither type of control nor type of instruction appears to produce signifi-
cant variation in absolute dollars about the mean for all colleges. Never-
theless, -analysis of expenditures on instruction by type of instituticn
discloses some significant differences in budget allocations:

- TABLE 3. Expenditures on Instruction )
Type of Instjtutioh - _(Percent of all Expenditures)

| 1967 1968 - 1969
By Type of Instruction: , _ . _
. ‘Academic ' _ 27% 27% .. 26%
Utilitarian . : 31 32 - 31
~ General : 28 - - 28, » 29
By Type of Control:” | S o
Lo .. PubTic.” - S 37 o 37 .37
Independent - - 25 - .25 25 .
 Religious . = - 30 28 .. 28

Publicly-controlled colleges apparently allocate substantially higher pro-
~ portions of :this total resources to instruction than do other types of
" colleges. This may be-due, however, to public schools' tendency to make
‘academic appointments of administrators for .budgetary purposes . o

" The fOT]owing show recent trends in Total vs. InStrdction.Costsz C

" TABLE 4. Total and Instruction-cbst Increases
h (Percent increase over initjal year)

1967-68 7 1968-69 |
’ T . Total Instruction Total Instruction
Type of Instjtution ) Cost . 'Cost . Cost Cost -
| By Type of Instruction: | o _ . : S
' . . Academic © 4.0% . 5.3% 8.8% 7:8%
Utilitarian. ~12.8 "12.1" 8.9 10.6
. General. 6.7 7.9 9.5 7.5
By Type of Control: o - . a
. Public 4.7% 7.0% - 6.9% 5.0%
Independent - 6.6 9.1 . 8.3~ 8.9
Re]igibus. - 17.1 10.2. -~ . 13.4 12.8 -~
| 8.3%  8.8%-  8.9%  8.6%

ALL TYPES
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In fact, the only schools for which the rule appears not to hold are the
retigious schools. It is 1ikely that this .may be true for them only be-
cause they are confronted by declines in enrollments which reduce instruc-
tion costs without s<milarly reducing many fixed costs.

A11 in all, these fiéurés confirm those of other studies whicﬁ show the
cost ofACO11ege.to be r.sing at the rate of 8-12% per year.

B. Dissecting the Cost of College

What are some of the characteristics of recent sharp increases in the cost
of college? For one thing, teaching costs,* which constitute 25% of all
expenditures, have increased at a rate greater than expenditures as a
whole, 15.9% from 1967 to 1968 and 13.1% from 948 to 196¢. The cost of
classroom teaching involves three variables, “.==cher salaries, teaching -
loads, and class sizes. Each of these will be Z-iscussed im detail below,
but the cumulative impact of year-to-year chanc=s in each variable is
shown in.the following comporents of change swmmary: o

. TABLE 5. Components of Change in Tea;hing Costs
- S ' = %}Cham&é from Initial Year
. T 19&7-68.  1968-69
‘Attributable to: | | 0
A Incréase in'éyerage §a1afy ' v 8;2%"- - 8.2%
 Decrease in.teaching hours- S - (1.4) -
Decrease in average'c1as§ sizgs'b o .4 - 6.3
Total Cost Impact - - . 15.9% - . 13.1%
Enrollment growth ez 30
" Cumulative Per student Cost Change' 9.7 0

‘That is, 55-60% of the total increase in. ciassroom teaching costs is
attributable to salary increases, with the remainder divided between de- -
creases in teaching hours and decreases in class sizes. In other words,
s1ightly over half the increase is due to $nfilation. and slightly under
half due to declines in preductiviiy. e e -

Compared_with the increase in cost Qf-?nStrUCtiwn'ﬁer student noted in the
preceding Section (8.7% and'13.7%9 respectively, for each of the two periods)

*Classroom :teaching cost is the povtion of faculty members' salaries al-
"Jocable to the specific courses ‘they taught.. Adjus‘ments: are made for part .
time instructors and for non-teaching funcﬁibﬁSﬁsuphwas‘department.chairmen;
counselling, etc. While many c¢ther rosts may. be subject to variable inter-
pretation classroom teaching costs, as defined: here, is the cost which is =

1éast subject to wvarying definitions. .For all .scheois classroom teaching
cost averages 85% of “instruction" costs and 26% ot total current expenditures.

op
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classroom teaching cost increases ran ahead of instruction costs earlier
and lagged in the latter period. By any criteria, however, the rate of
increase accelerated during the whole period with the increase in the
latter period attributable to productivity declines.

We might well digress here to observe that arguments for faculty salary
increases which exceed the cost of living are justified on the grounds
that since teaching productivity is essentially fixed, the -larger in-
creases are the only means by which the increased productivity of the.
economy as a whole can be shared. In fact, however, the economist would
make the case that the total remuneration increases should include tme in-
crease in leisure implied by the decreases -in hours and class sizes. Ob-
viously, productivity can be increased by increasing classroom teaching
load and class sizes. Arguments that the quality of ocutput would susfer
in such a case are, at best, difficult to demonstrate.

1. Faculty Salary Levels

Faculty salaries, quite properly, constitute the largest sirgle cost
~element in higher education. We have already noted that classroom teach-
ing costs are 25% of all costs; and the variation among colleges is small
enough to give us scme confidence in applying this 25% Figure to all four--
year colleges. As salaries rise they obviously -exurt strong upward pres-
sures on the cost of college, and they are increasing, by over 8% in each
of the change. periods covered by this study. There is evidence, however,
that this upward movement moderated in the current school year {(1970-71). -

- As Table .6 shows, the most rzpid increases in public. school salaries came
at a time when other schools' increases were slowing. . Because the upward
shift.in public college ‘salaries occurred while private schools were hold-
ing dewn the percentage ‘increases in their own faculties' salaries, that

shift has generally been perceived as a threat by . the private schools.
It is more probable, based on the campus interviews, that the sharp in-

- crease in public college salaries may orly represent the problems legis-
lature-controlled. systams have in responding premptly to market conditions.
The private scheols sti11 laad oubiic scheols in salary gains over the
thres-year perisg. - - L7 : : S i

. By the nature of theii mission, academi: institutions must exercise leader-
- ship in maintaining »zlatively high faculty salaries--which they succeeded .
in doing over -the pevicd. Meanwhile, the general colleges advanced their
" salaries from 79% of the academics' in 1967 to 82% in 1969. Utilitarian

schoois just held their.own at $2-93% of academics' salaries.

B! : - . w i3
L e L.



Table 6 Faculty Saiary Trands

Type 6f Institutibn - Average Salary ' _Percent Change*
; | 1967 ~ 1968 1969 1967-68  1968-69
By Type of Instruction: -
; Academic $10,155 $10,853 511,733 7.1% 8.5%
‘Ytilitarian 9,447 10,000 10,829 5.8 8.5
General ~ 8,056 8,907 9,592 = 9.4 7.8
By Type of Control: : ' ‘ | .
7 Public $ 9,601 $10,142 $10,991 4.9% £.6%
_ Independent . 9,423 10,442 11,156 1.1 7.0
“Religious 8,106 8,795 9,582 9.4 8.3
A1 Types: ©$9,193 §.9,879 $10,715 8.2% 8.2%

2. Teaching Loads**

It is in ‘teaching loads that the most marked variations among colleges -
occur. - Adjustments in volicy with respect to teaching loads, Tengths of

. sessions, and assignment of non~teaching duties ‘are much less visible:

and usually less controversial than adjustments in salary, yet they have
important consequences for college costs. " Ironically, most schools do

not really know what their average teaching loads are--especially in-
annual terms--despite the fact. that numbers of hours spent by instructors
“in the classroom seem to be closely related to institutions' financial
health. We suggest that too much attention is given to improving student/.

' *The average fraction'change presented is the mean of changes for each

school rather than the change between average salaries each year. Average

_saTaries are for classroom teaching. :

**Teaching loads, in this analysis, are measured in terms of the number of
hours instructors spend in the classrooms while faculty members have many
‘other responsibilities, most would concur that this is their principal
function--particularly at institutions selected for this study. To the
extent that other responsibilities are vormalized, we have made adjustments
in the alassroom hours to reflact those responsibilities. To account for
variations in lengths and numbers of terms and weekly classroom hours, we

23

compute total hours spent in the classroon during the complete school year.

Since each college has its own poiicies concerning teaching loads, we
“attempted to explain deviation ir, hours only in terms of colleges' own
‘norms. Faculty saltsries in the analyses used here are those salaries
directly ascribables %o classroom hours snent in teaching specific courses
or secticns. Credit granted by the institution for non-teaching duties
has been subtracted arnd zppropriate adjustments made in total salaries to
reflect this subtracticn. i - o
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The followinc cata summarize trends in teachirg leads:

~ TABLE 7. Average Classroom Hours By Year

Type of Instizution 1967 1968 1969
- By Type of Instruction: _ ' )
Academic . 279.1 - .248.3 23Z.5
Ucilitarian 352.2 . 371.8 . 387.2
General 310.7 : 296.8 302.1
By Type of Control: ' S '
IR Public _ 378.9 ' 380.6 ' 352.9
" Independent 281.3 272.6 275.4

ReTigious 290.6 - 316.5 307.7

~ One may'obsérve that the typo1bgies selected for study have a grezT deal

to do with whether significan% relationships emerge. .Data organized by
type .of control are not particulariy indicative of trends. Althcugh &he
three types exhibit differences in absolute numbers, they fail to demon-

Strate any persistent trends over the period.

By type of ihstrucfion,'however,'it is evident that the academic institu-

~ tions -are committed as a group to the diminution of annual teaching loads,

which for them dropped over the period from 279 hours per year to 232, This
drop would produce, other things being equal, a .20% increase in the cost of
college at these institutions. One need not.look further than this table

‘to .see where the utilitarian institutions derive their: strength; they

managed to increase teaching hours for staff members- by 10% from -352 to 387
20ur2 ger year. yTﬁe general schools, between the others, show no pronounced

In ‘general, the decline in academic teaching hours appears to have been off-
set by increases in those of the utiljtarian institutions. We might have
expected the utilitarian colleges to.respond to financial pressures in this
way, viz., by simply increasing teaching loads to hold the cost line. Aca-
demic colleges are impeiled by the nature of their goals to increase the

'research time available to their faculties ut the expense of teaching hours.

- ) O - . -

" “*Each of the averages (232, 387, 302 hours 1n 1969)-had a-standard deviation

of 30;j'~_

29"
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Thae tends in teaching ~ozds are less closely paralleled by concurrent
snifts in student/facul=y ratios:

TABLE & Comparative Student/Faculty Ratios

Type 7- Institution 1967 1968 1969
By Twvoe of Instruction: |
' Academic 10.9 . 10.5 11.2
‘Utilitarian . 16.9 18.0 17.1
General ' 16.2 14.9 14.5
- By Type of Control:
Public 18.1 17.8 . 20.8
Independenz 12.3 12.6 - 12.3
Religious 16.6 - 15.3 " ~14.8

The student/faculty ratio will be a function-of teaching loads, class
sizes, and student class loads. The latter is approximately the same "
from school to-school. The former two seem to move together rather ‘
closely, and one is about as good as the other .for predicting student/
faculty ratios. Although this ratio is a widely-used measure of aca-
demic quality, it is subject to considerable manipulation. For example,
the total number of academic appoiritees is customarily used to compute
_the ratio. However, adjustment for non-teaching responsibilities can
produce definite upward-shifts in the ratio. State institutions. in
‘particular, cperate under sets of rules which make appointment of aca-
demic personnel much easier than-appointment of administrators. As a
consequence the colleges shift the former into administrative jobs :
without, however, making the corresponding adjustment to student/faculty
statistical indicators. In the case of one college, for example, the
nominal ratio is 25:1, but after adjusting for actual tearhing hours is

0 30:1. Increases in this indicatar of 10-15% are typic.l, but 20% °

increases are common, after adjustment. . :

3. Class Size

The final determinant of classroom instruction cost is class size.

Generally the trend is down as shown in Table 9 on the following page.

The decline in the proportion of Targe sections (31+ students) in general

. schools coupled with the increase in small (1-10 students). sections '

spells financial trouble, since there is every indication that such a -

shift was unplanned.. The utilitarian "schools, on the other hand, although -

~ reducing the proportions.of large sections managed to prevent an offsetting
increase in numbers of small sections. S :

zmall class sizes are both a cause and effect of financial difficulty.
Seclines in enrollments can have severe cost repercussions unless strong.
wanagement measures are taken to reduce the total number of sections oifared. -

o

(9]
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Generally, and contrary to expected reactions to a cosi squeeze, class
cizes have declined over the study period. This decline has taken the form
of shifts toward smaller class sizes resulting from class proliferation,
expansion of independent study programs, and trends toward seminar-like
environments for undergraduate education. '

As elsewhere, different types of institutions pursue class size policies
in accordance with differing objectives. The academic schools naturally
tend to lead the way toward smaller class sizes while the utilitarian
institutions keep theirs relatively high. The differences amonyg the
three types of schools are statistically significant.

One additional set of observations is appropriate. Academic institutions

. have apparently achieved a "mix" of section sizes which allows a stabie
 one-third to be small. In the -face of national trends for seminar-type
education, independent study, etc., the general institutions are »esponding
in an expensive way, viz., by expanding the numbers of small sections in

order, in our opinion, to cnulate the academic colleges. As we would expect,

the utilitarian colleges are successfully resisting the trend. We would
suggest, however, that both academic and utilitarian colleges have s¢ cla-
rified their roles and the type of ‘education they are attempting to provide
that they have long since established a class-size "mix" appropriate to
their objectives. : : ' : B

. While we have noted that the-general institutions are expanding their
numbers of small sections it must be pointed out that the religious-con-
- trolled institutions, which are heavily represented in the gernaral .cate-

~gory, are exhibiting a similar trend. This view permits a somawhat diffe-
rent interpretation of results, viz., that modest declines in eniollments.
~at those colleges are shrinking class sizes.” The "expansion" af numbeis-

of small classes in this case is probably quite involuntary. : e

The relative importance of varying sizes of programs can have an effect
on average class sizes. Colleges which enroll a higher proportiocn ot
their majors inm Humanities courses, for example, will tend toward larger.
average class sizes than those which do not, since Humanities sectiens.
can be larger than those in other fields. ' '

As Table 10 shows, academic -institutions cffer almost half of thair sections
in Humanities and a fourth of them in Social Sciences. ' Both are higher

than other schools' averages. Even where the academic colleges do offer .
educaticn and/or vocational ‘training, the proportion of these to other classes
is very small. The utilitarian schools (more or less by definition) offer

a large proportion of their work in Vocational-Occupational training and
relatively less in Humanities. Both utilitarian and general colleges offer
more encouragement to Education courses. : :

Table 11 indicates characteristics of class sizes by program and type of
instruction. Although academic colleges have s1lightly fewsr of their
sections in Physical Sciences, the proportion of small sections is notice-
“ably greater than offered by the other types of colleges. In Social %ciences
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' ;The ev1dence suggests of course, that not all 1nst1tut1ans are respond1ng | ]
s Ut111+ar1an colleges,.-by their nature can resist these kinds of trends.

C.-‘Revenues

AWhere do c011eges get the1r money? T@b1e 12 shows the revenue-sources for. o :

‘take type of control into account, 2s we do in Table 13. Income from

‘equal for all types of institutions. Ih summary we see that the nublic

' government sources. Independent schoals are most heavily dependent on

there is re1at1ve1y graater dependence on large sections (21%) but nothing
Tike the dependence of the other schools on them

Utilitarian schools make relatively more use of large sections both in the
Social Sciences and in Humanities. Genzral colleges, in this as in other
measures, seem genera11y to 1ie betweer the cther two types.

This line of 1nqu1ry primarily illustrates that the extent to which class
sizes can be altered depends to some extent on the way in which they are
distributed among the subject areas. A shift in interest from Physical
Science -to Social Sciences, for exampie, would result in an overall Towering
of class sizes for all types of sch001 , while a similar shift to Humanities
would have Tess of an impact. It is alsc evident that if students begin
flocking back to the study of Physical Science, reversing the tvrend of a
few years. ago, the cost impiications couid be quite severe.

 k k k k Kk k ¥ * X

An institution which is f1nanc1a11y be%eaguered will ord1nar11y attempt to
reduce expenditures, either through 2 reduction in the quality of its pro-.
duct, classroom instruction in this case, or through increased producti-
vity. The foregoing anaiyses suggest *Hat colleges generally are ‘doing
neither. Economies such as increases in teaching loads and class sizes

and reductions in numbers of small sections appear not to have been made
Indeed, the oppos1te seems - to have been the case. A

in the same way. The academic institutions, for example, are responding- i
tc sets of goals which requ1we their leadership in initiating undergraduate, {
1ndependent study, a sem1nar env1ronment and Tow. student/facu1ty ratios. : i

It is the general institutions, caug‘t in the m1dd1e ‘who are experiencing
the greatestnumber of conflwct1ng pves ures.

colleges in our sample. Tuition and fees are by far the major source of
college income and despite rapid incraases in state outlays over the past
few years that source still provides tess than half as much as student fees
at our schools. Any such presentaticn is, of course, incomplete unless we

Auxiliary Services is excluded from table 13 because it.is more or less
colleges derive onty 16% of their income from students and nearly 60% from -

students' payments with substantia’l gmrtwons contributed by endowment 1ncome
and g1fts (8. 8% and 10 4 resnect1vesf in 1969- 70) :
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TABLE 12,
Revenue Distribution

(Unweighted means of corresponding percentages)
1967-1969

. Peréent
1967-~68 1968-69 1969-70

Revenue Source:*

A%

Tuition/Fees R o . 35.4% 35 - 36.2%
Endowment .. .. 5.0 5.4 5.4
Gifts 7.4 7.7 8.0
State Appropriations - ©16.3 15.4 16.1
Other Government - N ) 4.9 5.0

- Research =~ =~ 3 o 2.3 2.5 2.6
Educational Services . 3.3 3.2 2.8
Other = SR X 1.5 1.3
Auxiliary Services 249 23.9 22.6

-~ o n n - -

*For tu1t1on/fees, aux111ary services, state, and. gifts (1969) the standard

'-dev1at1ons are, respect1ve1y 18.6, 8. 5, 24 6, and 6.9.

o _ TABLE13. _
Revenue Dlstr1but1on by Type of Contr01

(Unweiqhted means “of correspond1ng percentages)

1967 1969
Percent

1967-68 1968-69 . 1969-70

PubTac 3."Affiit i S o | f_f o o o | ';iiﬁ .

Tu1t1on/fees- : 15.3% 15.4% .16.5%
Endowment - - . 0.2 0.7 0.6
Gifts 0.4 0.8 0.5
Government 57.6 56.8 58.0
Independent: SR -

Tuition/fees 45,4 46,5 47.6
Endowment ‘ 5.7 9.0 8.8
Gifts 10.4 10,7 10.4
Government 2.2 2.0 2.5
Religious: - .~ | - -
Tuition/feas . . 441" 42,0 4.4
- Endowment =~ . ) 4.4 - 5.1 5.4
Gifts . . 36 1.5 . 11.8 14.1
Goverrment . 2.7 §:2 5.6

S N TR R I et e L mmateluho e e o %
. ‘ .
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Religious institutions rely on student payments to a slightly smaller
degree than independent schools, with the difference beiny made up by
gifts to the former. This gift income is largely in the form of coniri-
butions from the controlling religious group. :

Colleges, thrc: 1 a variety of policy decisjons can markedly <infiuence
-xpenditures, as we have noted in previous sections. They have substan-
tially less contrcl over revenues. First, it is evident that if a college
is heavily dependent on tuition income, and if its enroliments decline., the
school ‘can quickly come under financial strain. - o

The effects of increasing tuition rates are already beginning to show up
in-enrollment declines: ' '

Table 14. Tuition and Enrollment Growth
Public. . Independent . Religious

1967 1968 1969 1967 1958 1969 - 1957 1968 1¢69
Average Enroliment ~ 3198 3586 3841 . 1868 1938 1880 1694 729 1704

Growth . . - 1z 7% - 4% -3% 2% -1%
Average Tuition  $265. §289 $328  $1496 $1645 $1854 $950 §1057 $1200
v TFee Paid - . TR
Growth 9% 13% 0% 13% Vg 143

‘Student payments at public-schools are low encugn that.a 13% increase can be
“absorirzd. A comparable percentage increase at the private schools, however,
turned enrollment increases, modest as they were, into enrollment declines’
The trend has led the president of one major metropolitan university to S
suggest that unless state institutiors begin changing competitive tuitionz, private
~scheols witi be forced out of business R L0 S o i

‘3econd, tuition increases tend to be inherently seif-limiting. That is, unless
the college is willing to eliminate the less weii-to-do from the ranks of its
students, every increase in tuition implies ithat siudents receiving financial
assistance would then require additional aid/ eaual to the tuition. increase. ‘

. Furthermore, in the face of higher tuitions, additional -students would then
need assistance. : ' ' : ' -

Third, state appropriations seems to follew a logic all their own in reviect-
ing a mixture of political and academic prassures. The rapid growth of the -
past decade in this source of revenue seems now to kave "turned the corner,®

as we will show in the next section. ' o

Ny ».
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Fourth, although Table 13 shows that privats schouls have been quite
successful over the past few ycars inmairtz wning the proportion of revenues
derived from private sources (primarily in the vovm of gifts and grants),
this performance may be short-term. It furns cut snat many colleges

have a select 1list of donors (including, for ~re religious schools, their
religious group) to whom they can :.vn wnen = 2 finsncial going gets rough.*

These donors' generosity has not yet been nonfronted by the scale or regularity

of demands which will arise if present trends contiiue unchecked. Often,
too, gifts are one-time emergency donations which ara given on condition
that finances somehow be put in order. g ‘

We. defer to the following section the discussior of relative rates of growth
in revenue, their comparison with growth in expendiiures, and the implications
for institutional finances. S

_D. Col]ege Financial Hea1£h: An Tverview

No single measure can convey a complete picture of all colleges' financial
situation. Circumstances pecuiiar to spacific cclieges or classes of -
colleges may make the same figure.mean very ditierent things to different
"colleges. Ye have adopted, as the best ail-arounki measure the extent to
which total revenues fall short of or axceed cuvirent operating expenditures.
For the colleges in our study we four:d that revenues covered 106% of expenses
in 1967-68, 106% again in 1968-69, and 105% in 1359-70. Ind ar
amount, there was a net revenue cf $134.per student in 1967-68, $147 in 1968-
69, and $125 in 1969-70. Since Tztem years® indices are not statistically .
different from those of earlier years,** it is necessary to conclude th.t
co??egesf_financja1 we1lfbéihgfhés'not,;%gﬂjfiéant]y worsened. over the period.

- S ——— - A - L

" %For example, the deficits of one gﬁ!iaﬁathVe'bgen.routing1¥'maQe up by
a single gonor during the past few years.. fﬁ.proaected deficit of $150,0QO
this year, however, may put both »is generosity and his »ankroll to &
rather more severe test than either he or the college had contemplated.

'_**ﬁqr nost statistics, data from 31 iastitutions. (10 public, !3 independent,
8 religious) are used. Where budgetary data are combined with other data
types %e.g.,'costs per-student,‘requiriﬁg'bﬂﬁh‘bUdget‘and enrc]lment data),

some of which may be lacking, the number of observations may be less.

ey
&
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More detail shows that 41} types of institutions are affected more or less
egually, both among types and over years. *

Table i5

Cverating Ratio

Tybé of Institution | o Revenues 25 Percent of Expenditures
| | 1967 1968 1969

By Type of Instrucm,on: - | ' : g _
. Academic -~ . 104% 104% . 101%
Utilitavian - 98 110 ' 108

* General 104 - 107 107

8y Type of Contr&1f o - S

utlic 104% 110% 107%

Indepen;o S 101 . 106 - 104 .

Religious N 104 - 102 - 105

* Not surprising? y, the differences are not stat1st1ca11y significant. This
lack of statistical significance is anticipated.. The operating ratio mixes
expenditures, which are affected by type of instruction, and revenues, which
are affected by *vvs of contro] '
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On the other hand, an operating ratio of 105% is hardly munificenz, since
our definitions of total revenue and current operating expenditures ex-
clude capital requirements.* That is, the 5% margin of revenues over ex-
pendituras musi cover the capital costs of coliege. Put another way, the
student is contributing only $125 per year toward the capital costs of his
education.

Therefore, whiie it s obvious that an institution which is not covering its
expenditures must necessarily face closure, a college which is just meet-
ing expenses must aventually shut down also, because its facilities will
eventually depreciate to the point where they can no longer sustain opera-
tions. ' ' '

We noted above that outiays for current operations increased 13.5 from

1967 o 166% and 12.4 from 1968 to 1969. Only one of the schools experienced
an actual decline in axpenditures in either of the periods. Four colleges
experienced declines in revenues; gross revenues grew, however, 13.4% from
1967 to 1968 and 1%£.3% from 1968 to 1969. ' '

Taken over all - three years, revenues grew 25.7% and expenditures 25.9%.

These data do not sunmort the suggestion that revenues are growing at a
dangeraisly slower rate than expenditures. The difference in growtn rates
batween the twc zie.not only statistically insignificant, but when viewed
oveyr the wholz three-year period are negiigible. :

)

*Operating expenditures ‘exclude expenses not directly linked to the current
- year's operations. Thus excluded are debt service, transfers to capital
accounts, rzserves, v endowment, new additions to capital accountc, .
restricted funds; and depreciation (in those rare cases where the college
Cincludas it as an expense). On the revenue side, revenues from sale of

- debt, gaing o losses from revaluation of assets, and withdrawals from
rossrves or snavwrent are excluded. It is difficuit to separate many
revenuss inte "capital" and "operating" components because of their "fungi-
hilitw," i.e., ease with which either can be effectively usad as the other.
sxamnle, gifts restricted to facilities can be used to cover costs of
rage development" if the college chooses to capitalize those costs--

or funds vesiricted to future year use can effectively be used as current
revenue by committing them to repayment of current year "Joans" from endow-
ment., : . ‘ ‘ '
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hgain, considered by type of institution:
Table 16

Revenue and Expenditure Growth By Institution Type

Type of‘Inst1tutibn : Percent_Increase over Initial Year
‘ - 1967-1968 1968-1969

2y Type of Instruction: | Exp. Rev. Exp. " Rev.
' P Academic ‘ 70.0% . 10.1% . 13.8%4  T11.7%
“Utilitarian ' 13.5 12.6 14.8 - 12.6

~ General : - 16.5 19.4 - 10.2 10.5

By Type of Control: l - o '

. Public ' "18.0% 22.7% 16.8% 13.9%

- Independent ' 8.6 . 3.4 -10.4 8.1

Religious : 16.4 14.9 10.8 13.0

The "independent" institutions as a group are evidently undergoing the
most severe financial squeeze, with expenditures consistently expanding
more rapidly than revenues. The "public" colleges' revenues grew rapid-
1y from 1967-1968 but were curtailed in the period 1968-19€9.  The decline

" in revenue growth rates for public schools from 22.7% to 13.9% probably

marked (i€ we want a specific point in time) the end of unrestricted -

growth of the public schools which had persistéd for over a decade.

“hese figures also suggest that growth in public institutions Was‘at~the‘
-expense, at least relatively, of the independent and religious colleges.

If <o, then the decline in public school growth rates ralative to other
schools might be an indication that the period during which the major bur-

den of U. S. higher education was shifting to public colleges is drawing
to a ciose. = C o o - A

| * Averages, of~éoursé, conceal a very wide range of values, from thosé which
" hint of near disaster to those which indicate affluance.- At the bottom end

of the scale were 8 institutions (of 31) whose revenues failed to cover
expenses, one by some 10%. At the other end, 5 colleges covered expenses

- plus 10% or more,--and one had revenues of 139% of expenditures. But as:

in the case of the operating ratios, the average growths in experditures
and revenues conceal a number of cases where financial difficulties are
severe and pressing, or where difficulties have developed rapidly. Thus,
for example, one school was experiencing an 8.7% increase in expendi tures
in the face of a 3.5% decrease in revenues. Obviously, a situation in
which four schools experienced declines in revenues while only one was able

" to reduce outlays suggests the need for management action.

* k * k k k k kX% %
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In summary, we cannot sipport the conclusions elsewhere [3; 8, 9 ]
that higher education i~ general is facing a discouragingly bleak finan-
cial future. It is evident that many colleges a2 in trouble. . But we
would agree with Clurman [ 4] that of those which are having proolems,
there are strong indications that the difficulties are on the zxpense side.
rather than on the revenue side. Many of the factors contributing to

their +inancial malaise are, in fact, internaiily controilable. Low teach-
ing loads, smail class sizes, and shifts of expenditures away from instruc-
tion, for example, are all under the control of the colleges themselves in
a way which enroilments and many types of revenue, are not. _ '
Jellema, for instance, develops at_some length the proposition that reve-

nues will only increase slowly [8 ], a conclusion whichk our results support.

Virtually no attention is given to possibilities for cutting expenditures.

This is where encouragement by Federal programs is rneeded. First, the
utilitarian institutions are obviously the most “enst-effective” (loosely
used) of all institutions. If our goal is to prepare for specific occupa-
 tions, these schools are efficient. If, at the same cime, we wish to main-
tain centers of academic excellence, it is necessary to face up to, and
meet, the special costs required there. Finally, it is the general insti-

tutions which try to do both, and which are running into accelerating costs -

in pursuit of goals which are not adequately defined. We can only suggest
that they are unwisely attempting to mold themselves in an Ivy League model
with a non-Ivy League constituency. :

A
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IV.  FEDERAL STUDENT Ain'

Dur1ng the per1od covered by this study the federal student aid programs
were virtually the only mechanism for providing federal ass.istance to-

the four-year colleges. Despite the fact that this income is restrIcteu, it
represented a source of funds which, for colleges seeking to expand their
aid programs, were essentially discretionary. By freeing resources which
might otherwise be encumbered by competing priority demands, the federal

aid programs have served the dual purpose of aiding the student and tre
institution. . ,

A. Impacts of Federal Aid Programs

The impacts which the federal aid programs have had on both students and

institutions can be divided into a discussion of benefits and problems.

- Statistical analyses of the budget allocations at all of the schools
studied have indicated that federal student aid as a.proportion of tuition

and fees has a definite, although weak, impact on the pattern of ’ :

expenditures at these schools. Federal aid as a variable alon2 cannot

be associated with changes in the pattern of expenditures, however, when

cross-classified with other factors, it is shown to affect allocations.

In fact, a very strong association between federal aid, enrollment change

and resource allecations was determined to be. szat1st1ca11y significant,

an association which suggests that federal aid.is permitting collzges

to grow by providing them more leeway in the aillocation of their resources.

Assuming then that benefits do accrue to institutions from federal aid

programs, it is possible to assess more precisély the impact which

chang2s. in this program have upon.participating institutions.

Beginning ‘with what the colleges surveyed have themselves allocated to
student aid, we note that expenditures dropped Vor all schocls on an average
by 1.5% between 1967 and 1968 but rose dramatically between 1968 and 1969

by almost 17%. Examining the amount of federal aid provided by the College
Work/Study .program, the Educational Opportunity Grant Progrem and ihe
National Defense Student Loan Program, we find that the average amount of
aid awarded to the schools in the study increased by only 3% between 1967
and 1968, and then decreased by 1.7% in 1969. At least part of the increase
in student aid expenditures by the schools wes thus in direct response to



the decline in federal funds. A relative indi.ation of the impact of changes
in the aid programs is provided by consideraiicy o the trend in per student
charges {tuition and fees) and the amcunt of {ederal aid awarded to each
student. The table foliowing present: a summary of the changes in charges per
student at tne institutions examined. '

TARLZ 17. Changes in Per Student Cnerges' _

(Percent increase over initiai year)

By Type of Instruction '  .- 67-68 '4, 68-69
Academic 94 12.4
Utilitarian - . : . 5.3 . 19.7
General - oL 130 9.6

By Type of'CQntro!:. . |
Public . - 8.6 13.4 o -~;

independent - 10.1 L - 12.5
Religious . . N | 11.2 - - 13.5
Al Types < . 10.2 13.0 -

These statistics, when contrasted with the relatively small increase in

federal aid per recipient as shown below, well illustrate the financial .
 damands which the federal funding, or the lack thereof, has on both the

stiudent and the ipstitution. - - S '

TABLE: i8. . Changes in Average{Amount;of'Feqéhal Aid ﬁer,Re#ipignt_ L SRR -

(Percent increase over initial year) =

-3
@
[« S
O

By iype of Instﬁdctioh ' . -: ,67;68 )
o Acedemic. . L S 2}5 | -

Urititarian. - -.5 3.4

- Gzneral - o ' - -4.6 6.2
By Type of Control: | | i

public. . 6.2 5.3
Independent o 4.3 - 2.2 -

Religious ' .. =68 6.7

. ' Ve

Al 4?; -2.2 4.9 -
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The margin of additional charge over fecderai ai:! increment is the margin which
either the student must make up himezi#, oy which the school as well as the
students paying full tuition must cover. Aunother way oi representing +he
margin of additicnal cost is to consider the changes in per student charge
with the increment of federal aid per enrcilee,

'TABLE 19. Changes in Federal Aid Per Enrcilee

(Percent increase over initial ywar)

By ?ypebsf Instruction: . . S 67-68 - . 68-69
Academic | - : 3.2 ' -1.6
Ytilitarian ‘ . LA 4.1

7 2.2

General - _ e

By Type of Contro!

Pub11c - _ o §'.9 2.0

Independent L ' o 8.1 ~4.4

‘Religious - - L ' o=2.4 7.6
. Aan Schools . ST 1.5 1.4

vﬁﬁ iTﬂanc1a1 and Instltutin.a1 Characteristics .

Asso<<ment of the 1mpac of thase prcgvamsalso demands con51deraf10n of. the

finnocial status of - choolsf;c which federal funds are cut or where they are
' Jeast significant. Using the cost meatures explained in Lhe previous ‘section
- % wazs determined that schools witia s grecarious financial situation, those

" with revenue/expenditure ratios just siightly larger than 1.00, are the

schools at which the average fedenal ‘aid per recipient is the lowest among

“ail scinools considered. It is at chizse schculs where increased financial
 demands will be placed both on the réscurces available to the schoo]s and
_‘on ‘those sfudents with the ab1]1ty o pay.

# number of other institutianul character 5tics”Werleound to be”;%unciated

with varying levels of. federal aid. Though not one hundred percen® accurate

for all cases, schools rece1v1ng the least federal zid per recipient were
characterized by enrollments uader 1,063 studints, an average ciass size
under 20, a.student/faculty rau1; under 12:7, a less cempetitive admissions

_:Do}1cy, an average entering fyzshman SAT score of 400 or under, and a

onsistent trend towards ‘@rrpas1nﬂ enrollment It is of 1nterest to note
ulSO that schools with a st. .t oudy drawn pr1mari}y from low income
femilies allocate the least amount of federal aid t¢ each recipient from
all the schools considered. Affiliation with the Catholic Church was the

~only statistically significant chiaracteristic of schvols allocating large -

A5
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. -l‘:h(.)».l’id’ b oxn

armounts of z&aera?»a:d to each vrecipient.

EL Po]acy COHS1d°YdiI0ﬂa

A

A majoy cbncewn

aupressed Pcsewhore but orten repeated in conversat1ons
with school administrators is that the present structurz of assistance.
Vr@oe:ms as ChL) yelaté tu. those college costs which are passed on to
1‘ Tdk.uq cotimge firancing increasingly - difficuit. for middle in-

°r1vqte schools;: since fhrv have the freedom to do so,
have tenaej to imposa-what amounts to a- ax " on those students who pay
Full tuition in ar der_“n asiist thusn who awe fipanciaily less able. Not

conly does this practice accelarate the e.1m1nﬁui0ﬂ of students from

middle incoma families, but it reises some question as to why collieges
acted o pursug suchk inceme redistiibution policies at all.
40 so p1ﬂ'ﬂt thew in inﬂ p93111ﬁn of having to make guasi-governmental
e isiong ﬁn¢91n1n9‘4h shall be asked te vﬁﬂwy the . mﬁgrr uurdens of the cost
f co]sege B ‘ - a

.;anoh.ur problem area is the aid burden 1mposed on br@ .our-year co1leges

ﬁ;;lnﬂgedE»AH
RS contad :
rere ving_v3‘:

Q

ERIC

Aruitoxt provided by Eic:
' .

DY *unrur"yfar transfers from community colleges. First, these students

| prasims 1yj1sv1ng at home during their first twe: coliege years, are sudden-

¥ Fronted with a new se* o,,cost . Furthzracre,. they may have received
id &t hhe qumuﬂ*ty La?ae .;on?y_d*fw tly buf. t @OUQh the very low '’
T : q*ote “However, the! typacal four-year col]ege
*uoenf ﬁ ‘uy the whole fodr yaars- of its
4 "a,se fwansfmrs wou?d wean cutt1ng assistance

ferr1ng Junior. to
abQGY alou1d be . cons1derea.

"ae thp gdd1t1cna1 uurden on the

the Dak71r11ar character1st1cs
“aimng w1 1 thie characteristics of-
azd tc be allacated
su.ar the pr0v1“1nn

i a1ﬁf~s to bhe- yﬂov1dedﬁ.
onal’ FhﬂVuhfﬁls tics of-a school should be

, o the Tinzncial nead of an dnstitution as

; renass oF ity manngemant. 'This- latter point is
Ly dWgsrnacs . 1T assurance 1% te be made that the aid provided

13V cuntribute to the {lexibitity of admln1~watovs in meeting the financial
demands made tpen their sc*oo] rather than to costs which are already
inflaved. :

'.tmnC'l&». &
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V: EFFICIENCY AND MANAGEMENT /.-

It is widely assumed that substantizl jmprovement in colleges’ financial
situation is attainable by improved management. While there is a great
deal of room to progress in this area, there are inherent limitations

which must be considered. In this section we discuss some of these 1imita-
tions and then go on to review problem areas where improvements appear to
be feasible. ' -

In earlier sections two concepts wera developed which we used to illuminate
aspects of the cost of college, viz., that of financial "health" and that
of the "high cos*" 3l1lege. Irn iEhe case of the former we. were- concerned
with the extent i, wnich revenues either fall short of or exceed expendi-
tures; in the lattér case we suggested that the constituency which a college
serves tends to set its costs meme or less independently of policies pursued
by the college. The two tend to work at cross purposes.: Although differences
in financial health among academic, utilitarian, and general institutions
were not shown to be statistically significant many characteristics associ-
ated with one or another of the three types ~ =2appear to be associated with
financial condition. '

The financially marginail schools fi.e., with operating ratios ‘less than 100%)
are characterized by smaiier enroiiments, Tow teaching loads and class sizes,
and relatively heavy dependence on tenured staff. They also tend to be those
which allocate relatively less of their budgets to instruction and movre o~
student aid, public service, and research. We associate most of these cha-
racteristics with academic, high cost institutions. The "affluent" colleges

~ (i.e., with operating ratios of 110% or higher) demonstrate opposite charac-

" teristics and, in addition, show relatively low participation in Federal stu-
dent aid programs, tend to accept virtually every applicant, have comparative-

ity low SAT score averages, and have low costs per credit hour.™ Utiiitarian

- colleges tend to show many  of these characteristics.

The dilemma is apparent. Some coifteges are high cost because of ihe consti-
tuency servea and in so doing are getting into financial difficuities. -
Other colleges are high cost beciuse they are jnefficient.” The ideal program '
would provide generaliy unrestricited assistance te the fovmer, but assistance
to the latter should:come with @ package of management improvemernt incentives.

- — Y -y T

“*For our sample (for the most part consisting of 31 of the 50 coljeges}, each
" of the noted characteristics is significant at the 95% level of confidence.
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The problem of separating high costs and inefficiency remains to be solved.
It is not a simple one. Suppose, however, that we construct a model of
institutiors’ costs (per student) which takes account of all those charac-
teristics which are shown to have an impact on costs,--and which uses the
colleges’' own data to estimate the appropriate parameters. (One example,

SAT scores, was described above, where it was noted that each point increase
in SAT sccre appeared to accompany a doltlar increase in the cost of college.)
That is, suppose a regression equation relating costs to characteristics is
constructed. Such an equation would give us an estimate of what each college's
costs "shouid be.” The estimated cost would, of course, take account of the
colleges' corstituencies. In those cases where actual costs were found to
exceed the estimated cost, we might safely assume that there is room for
management improcvement.* . :

So far, "efticiency" has been perceived in terms of potential federal poiicy.
What, from an institution's point of view, are scme of the "management
jmprovements® which appear to be feasible?

A number have. already been described, at least implicitly, in preceding
sections. They are all guite humdrum. Course offerings cannot be allowed
to prolifer .ite beyond certain 1imits, teaching loads and sectiocn sizes
have to be maintained, and salary increases -need to be contained.

It turns out that even such modest proposals exceed some colleges' current
capabilities; there is wide variation ir colleges' capabilities both for
managing themselves and for responding to external management initiatives.
‘We might imagine, for example, a progression along which, first, there is
& basic ability to measure actual expenditures on relatively specific re-
sources. -Not 217 colleges have attained this modest level of sophistica-
tion.** : . :

The next levei involves some development of management information. The
familiar cost per student and per credit hour are best known, analyses of
student socio-economic characteristics and so forth much less so. Account-
ing systems at this level also tend to focus more on controllable items of .
expenditure rather than on detail for its own sake.*** - R :

- omy o M o om o e WD .

*A full developnent of this line of inquiry is beyond the scope of the current

study. The approach is sufficiently promising to justify coentinuing analysis,
which wi11'be-undertaken during the current year. :

**The accounting data for a nuber.of our sample were ramrarkably rudimentary.
" Sufficiently o, in fact, that 1t was obvious .that relatively basic precepts
of "management® could not Le practiced because management information does

not exist. Curprisingly, of those few coileges' accounting systems which
fall in this cateqory, 311 aie state colleges. (One must hasten to add, though,
that most state =o'ileges' systems are excellent.) In many states, apparently,
college¢ raspond only to the barest minimum state repey. _ requirements; in
come states those minima are usually inadequate to the raragement task.

***But consider, Tor example, the widespread use of pari-time faculty. It is
generaliy assumed that part-time faculty are less costiy than fuil-time. Our .
analysis shows that in the majority of cases this is not sG. (Recall that
payments ¥ gart-time teaching are weighted in our averages according to

O s taught.). In Jact, it often occurs that the weighted average salary .

4%
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The next step is program budgeting--stili far in the future for most
colleges of the type covered in this study. First, objectives and goals
are yet to be defined by too many colleges, to say nothing of the progrzn:s
needed to achieve them. Second, the concept of a proc~am is and wili re-
main muddy for a variety of reasons. College administrators will have tc¢
T1earn, for example, that the provision of a program structure is net at
all the same as program budgeting. And most will be dismayed when they
discover how ...eless some of the structure elements can be for maragement
purposes, or that other elements are not accounted for at all.

1f there is one single area in which college management has the most raom
for improvement, it is in the area of making realistic projections of anroil-
ment and in planning to accommcdate these enrollments. For example, approxi-
‘mately half the colleges in this sample indicated that earlier -enrollmant
projections had had to be modified in the light of later developments--
downward. A significant, although small number of colleges have enroll-

ment goals which, in our epinion, are unrealistically optimistic.  These
latter schools tend to be in the public sector and also tend to be in
geographical areas where pyivate schocls have traditionally carried the
major burden cof higher education. Many enrollment projections are cieai-

1y made not with the pool of high school graduates in mind, but with
too-firmly etched a picture of the last decade during which students

sought places rather than the other way around. And too many schools un-
realistically feel that they can easily increase enrollment ( and

tuition income) as one m#ans of overcoming financial difficulties.

A brief case descripticn w«i11 demonstrate how colleges can be trapped by
errors in planning. . A tiree-year histery is summarized in tie following
table. The numbers reflact realistically the experience of a number of
our schools. ' : : _ :

| | 1967 1968 1969
Total Enroliment o 1563. 1714 1675
AQerage Class Size - o 20 23 _ 17
Number ofFFacuTty Members . 57 | 65 - 81
Average Fac-ity Sularies — $8,700 3 9,050  $10,880

(continued from previous page) for instructors exceeds that of e~sistant
professors--and sovetimes.even that of associate professors. . ivi one case.
the full time eguivalent salary of an instructor came out to $25,000 per
. year. Colleges wheve this occurs, we have found, are surprised,~-1t does
. not occur at coileges.where strict controls are maintained. g

v\)
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in 1967 and average class sizes of 20
situation was presumably stable, although with higher than desired teaching
ds. An increase in enrollments = 1968 put upward pressure on student-
cher i-atios and average class sizes jumped from 20 to 23 (af unusualiy large
nge, based on the experience of others in our sample). The responsg
an extremely rapid increase in faculty size in order to serve the in-
ased numbers of students, an incrzase achievable by increasing salaries
from 1968 to 1969. The enrollment surge proved to be short-lived,.
ortunately, and in 1969 enrollmants declined; the average class size
1 back to 17. This college was tiius left approximately back where it was
1967, but with a 1arger—than—desirab?& faculty and with salaries across the
It was also left wiih no very appealing adjustment alternatives.

tially, with an enrollment of 1563

rd higher.

 jmportant problem which might often be overlooked is that this type of

.calculation produces an alimost jvreversible upward adjustment *+ niaries
Recall that not only ... the

i in numbers of faculty membgrs cn tenure.
1y attracted faculty members' salaries higher, but all faculty salaries have

be adjusted upward. Adjustmencs to declines 1in enroliments are sub-
intially more difficult than adjustments to increases.

one final area for improvement, it appears likely that to 1imited analysis
many non-instructional programs may pz leading some schools into more than
?ropriate involvement in public service activities.* For example, the needs
ich summer, evening, and extension programs meet are seldom spelled out;
ygrams which are established finally meet those needs. Presumably market
teria largely determine whethie thaese programs are viable, in the sense.
\t.direct instructional costs s:& usually met from tuition. However, should
y1ic service programs carry tieir tair share of administrative and '
cilities costs their finarcial vizbilizy wouid be a much shakier

ypositicn. - : :

e economist is particularly skepticai of assertions that such costs are
cessarily fixed; our analysis shows that administrative and physical
ant operation and maintenance tognther constitute a constant one-third

all expenditures, public service and auxiliary services included. If
e latter expand, he former wiil expand proportionateiy.

ik

Public service" herc incluges summér, evening, and extension. programs. These
e almost always budgeced apayi fiom the regular v sessions and - uct costs
e usually met from tuiti ns or from spacific gove  .2ntal greais neanerally’
e indirect costs are not coveved although grants will fre~uewtiy ceTy an
ditional allowa. "~ to the caiiege for that purpcse.

Specifica.ly, the two averagad 27.8% of all expenditures in 1969, with a
andard deviation of 3.6. : o : : L

. : - ) r:
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There is, in fact, some zvidence to show that increased outlays generally
will tend to increase, rather than decrease per student administrative costs.
One regression ana]ySu" showed, for example, that administration costs per
student go up by $77 fcr each add1t1ona1 $1 million in total outlays.

One interpretation is that as the total budget expands, greater-than-
proportional administrative costs are generated That is, expenditures

on non-instruction activities do result in additional administrative

costs, the effect of whici is to raise per student costs of total admin-
istration. Whether he pzys his own viiy or the state pays on his be-

half the student is thes put in the position of supporting adm1n1strat1ve
costs of services he mzy not want or even use. -

¥k Kk ok k k kK Kk k%

In short, we would canciude that the schools experiencing the greatest
f1nanc1a1 distress may well benefit from a more realistic analysis of

jts constituency and the real costs of prov1d1ng the education sought
by that c_astituency.

5%
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VI. PROGRAMS-ANﬁ POLICIES

When one views the needs and the opportunities, and when one then starts
listing the things which inight be done, the result is apt to be something
of a grab bag of program ideas.. We prefer to present recommerndations
which are more in the nature of considerations which the higher educat1on
policy~makers might wish to keep in mind as he do2s his job.

As is amply noted above, we do not share the unrelieved pessimisi of many
analysts of h1gher educat1on finance. In particular, we doubt thai the
current version of what has come to be continuing "crisis™ wiil result in
any s1gn1f1cant 1essen1ng in the ava11wb ity of educational eppo.tun1ty

For one th1ng, revenues somehow have mdnaged to keep up w@ith the grawth

in expenditures which has occurred over the last decade. Since that decade
was one of more rapid growth then we wiil see in the future, 'thex, we would
argue revenues have aiready met a mor: severe test than in “"t ¢ipated in
the futare ' : :

Furthermore, most analyses have tended 1o -assume that past expend1ture
growth rates wiil persist into the future. Bacad on present expectarxons_
of enrollment growth, that assumpticn is not valid. In any case, analysis
of sources of that growth reveal that inuch can be done internaily to '
moderate the impacts of inflationary cost 1ncreases,

These statistical conclusions are supported by the accumulated 1mpress1ons
of the campus interviews. Administrators are not obsessively concerned.
They are aware -that under increasing firancial duress, histerical trends
toward lower product1v1ty, for one thing, can be reducad ana: that to do

so would pull the increases in tihe cost of college into Tiae w1th or only
slightly ahead of general increases in the cost of living.

This is not to say that the federai Jugefﬂment should iwt provide assistance
to colleges. Rather, it is to say that aid shoul< be %electave. Net ¢ 11
colleges need - ss1stance, and these who do,do not neczssarily need.the same
kind of assistuice . :

in part1cu1ar we have notey that different co]]ege constituencies generate
demands for ° nes of education with widely varying price tags. Our
"utititarii . schoo]s, for eoxample, are a "best buy" by anycrstertan simply
because they servc - -onstituency with well defined objectives which will be
academically undemanding in their attainment. But.given this any one of them
may not necessar’iy be "efficient".

SP4
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It is., however, feasible to separate collegas which are inefficient from those
which are simply "high cost". For the Tcrmer, we are concerned that general
institutional assistance will have oniy transitory effects on financia?
health. A program of planning and management grants is indicated.

Let us reemphasize, however, that eack college must be free to vary its
programs to meet the needs of its cwi constituency. Altiough we have
suggested that year-to-year productivity declines have been a major con-
tributing factor inflating the cost of college, we have carefuily avoided
any inter-college comparisons of productivity. :

Pglicy should be similarly neutrai i this respect. Once a coi:.gé assumes <
particular role for itself (and it is the task of management and planning

te confirm the realism of that rale? a number of other decisions--class sizes,
total enrollment, faculty salaries--automatically follow. The college, in
responding. to the ..ceds of its ~lientele, is best qualified to determine huw

to meet those needs. What we do ust accept is that within a college over & paviod
of time the response sheuld necessariiy always be in the direction of lower
productivity. '

_High cost institutions may well vequire permanent assistance, particulariy

if, ‘as our evidence suggasts, high costs are associated with high college
qual’fications and motivation. " Fernpal assistance will be especially needed
as more of the highly qualified but economically disadvantaged enter the
high«costAinstitutions.* - : o o '

Much of our analysis suggests that general programs of institutional aid
depend .on formulae which-are not 1ikely to direct that aid ©o institutions
most in need.  Such a problem may wall be endemic to institutional aid.

Until it is resolved, we should npya slowly, concentrating (as implied aoove)
on special problem areas. : ‘

It may well be that student aid is the preferable long-term approach.
Adminictrators are very favoriabiy disposed toward the federal student aid
programs, periaps because they ara thus absolved of the responsibility for
mediating confiicting claims of the academic departments on this particular.

" resource. To the private schools, especially, the federal student aid .

programs provide a means by which they can move to fulfill their social
responsibilities to the disadvantaged. Jellema has noted the importance waich
many private colleges place on their ability to do also [ 8, p.15]. '

[ el el ]

*Denison has argued [ 67 thut it is inap iate ex; b1i :

i % v ppropriate to -expend pudlic funds
unequally on youths according to their sghogastic abi]igy. ?n paﬁt%g:$2v
he points to the inequity of &ccepting for college the student who did |
well in high school and excluding altogether the one who did poorly.
He weculd thus'fau]t the Caiifurnia system where much more is expended,.ﬂn%
student, on the academically fighly capable who are accepted by the b ver-
sity than on those who ars acrepted into the State Col1e§e system--wiicn '
in turn costs more per sfudent than the Community Celleges. The latter
have Virtually no acadewmic sequirements for entry. .

tht we are 5uggestqu iz that different kinds of education have diffa&ent
price tags (e.g., science vs. histery or classics--where class sizes ape small--
ve, psycho]ogyf-where they are large). and that we prefer to let thz student chonose.

v
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Present systems of student aid are unsatisfactory in many respecis, however,--
especially where funds are admiristered by the college. The c¢oilicges then
must make quasi-governmental ¢acisions concerning who is to be assisted and,
in the case of private schonls, who will bear the major tuition burden.

The position is not unlike that which has been found to be so unsatisfactory
in the delivery of medical szrvices, wherein the doctor presumabdbly scales

his fees based on his personal appraisal of the patient's ebility to pay.

In addition, we have been cishjected to a barrage of studies which attempt to
determine "need®, usually revsiving around csome cumputatior of the student's
family's ability to pay Le.g., §. 12 ]. '

In an era when vwe are transferring more responsiblity to ccllage-age youths

rather than takina it away, such approaches will se. increzsingly anachronistic.

The issues are sufficientiy compiex that some degre. ~ simpiification s=2ems
to be needed. On2 form of simplification would be tu separzie the cost of
college, per se, and the cosi of subsistence while atiending college,
(nomirally, auxiliary services). If nothing else, such a separation guarantees
that the marginal outlays required to pay for higher education are in addi-
tion to basic need: whicih the society would provide anyway. At worst, it
would relieve the colleyes themselves of the responsibility of deciding
whether it is appropriate to pay total cost for few, or only the additional
costs of attending coli=zaz for many. ' o

ok ok k k k k k k k k k %

' The data made available by The Cost of College study makes fzasible the eval. - -
tion of many different program alternatives for federal institutionai aid.
Further work is needed %o explore these alternatives. ‘
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INTRODUCTION .

Part I of The Cost of College sSummarized significant data developed in
the course of the studvy and presented the principal findings and conclu-
sions of the report. In addition, Part I drew upon a number of statis-
tical tables and analyses not included in that section. Part.II provides
a description of all of the tables used in developing the material for
Part I as well as a technical description of the statistical analyses
used. ' o

The data. analyzed were obtained from.fifty four-year colleges, generally
‘classified as 4- and 5-year and masters-degree-granting colleges. = The:
data obtained were from the colleges' own records, rather than as res-
ponses to questionnaires. - There is, of course, a great deal of room for
errors of .interpretation and, indeed, for errors of every kind in such
an undertaking. Wher~ -propriate, mention has been made of the prob-
lems encountered in collecting and processing the data which have some
effect on the validity of statistics computed from the data-and the
conclusions based on these statistics. The statistical analyses des-
cribed also begin to answer such questions as how valid are the school's
own records and what are some of the alternative conclusions which might
have been supported by the same data interpreted differently. ’

Section I presents a number of statistical tables which summarize the
major items of data collected and developed for the study. -Section TI
provides statistical documentation on the major financial, instructional,
and federal wid characteristics used in the analysis of finances in Part

" I. Sections III ancd IV describe the stepwise regression and the analysis - -

of variance used to examine the patterns of resource allocation at the
fifty colleges studied. | : . .
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I. STATISTICAL DATA

Introduction

Chapter I presents a number of tables which were used to explore
certain relationships among various school data in the develop-
iment of the material for Part I. The tables are presented here
-to provide the .analyst with a summary of part of the material
gathered for this study as well as to present several interpie-
tations of the specific school data. Data obtained from these
tables were also used in the selection of variables considered in
the regression analyses and the factor analyses of Chapters 3 and
. 4 of this Part.

Data reguirements and data collection methodology.are explained

in the appendices to this part. It is appropriate, however, at

~this point, to consider some of the problems and difficulties en-

. countered during the preparation of the data for the study as these
preblems have a direct impact on the quantity and quality of the

-data collected. - - o

Data Collection

It was anticipated that of the three years considered for this study,
‘data would be least available for the earliest years. This' -

was not always the case. The availability as well as the.quallty

- 5f data varied according to the individuals respoqs1b1e-for_ma1n- _
taining these data and the particular administrative structure es-
tablished for this effort. 3} ér instance, separate offices for institutional
research or institutional data have been established at many schools in
- recent years. ' : : : o

e o b




To the greatest extent possible, effort was made to reconcile with school
sfficials inconsistent statistics and statistics which appeared to vary
wildly. In one particular data category, freshman statistics, data simply
varied according to the administrative office used as a source. In part,
this occurrence reflects the lack of any clear and consistently used defi-
nitions among schools, and evei within a school. It is also a reflection
of the fact that data can vary accoerding to the specific purposes for which
it is intended, viz., student recruitment, internal institutional profile,
etc. Though CRA's campus interviewers were able to coliect first-hand
those source documents which would provide the data to fit our own defini-
tions and eliminate a potential source of error in having someone unfamiliar
with our definitions and procedures filling in data items, statistics wvere
oftentimes inconsistent and highly variable. :

Data Presented

The symbol "-1" appears in the tables where CRA was unable to obtain data
which fit our definitions, or where data were not available. As many of
the data items presented in the following tables are combinations of _
several other data items, all data items must be complete for a statistic
to be presented. In this case and in the case where data were available
to CRA, but were not incorporated into the statistical files, the symbol
n_1" §s also used. For the basic items of data presented in these tables,

the following numbers of schools were as complete as possible.

- Faculty data - 42 schools
~Class data -~ - 37 "
Budget data = - 31 "
Student aid data'- 50 "
- Freshman data - Zg . :

Enroliment data

Each table is accompanied by a brief description of'thé'sbecif§c data'pre-.
sented in the table. A ' _ L '

v,




Table 1

While average facuity salaries have increased regularly, consider-
able variation in the total impact of these increases does occur
from college tu college -and even year itc year within colleges.

The data shcwn in Table 1 represent the relative changes in
faculty salaries cver the period from fall 1967 to spring 1970
(schools designated "10" under type of control are public, "GO"
independent, and "01" religinus).

The first pair of columns indicates average faculty salaries as a
percent of the previous year. The second pair shows total number
of faculty as a percent of the preceding year. = The third pair of
columns shows the combined impact of the changes in number of
faculty and average salary and is an index of total faculty cost.
Changes in average faculty salary and number of faculty only par--.
tially offset one another for the majority of institutions. For
those schools whose total cost factors vary widely, fluctuations

~are primarily the result of -an inccease or a decrease in the
nunber of non-tenured faculty. o .

Tﬁe,]ast pair of columns, by dividing the preceding through by
changes in enrollment, provide an index of per student cost changes.
‘ For most schools rising costs are only partially offset by increases

"in enrollments, and generally costs are increasing faster than enrollment.
~ Table 2

In this table average class size and standard deviations-jin class size
are compared with jnstruction cost per student. Llater multiple re-
gression analyses show no significant correlation between class size
and instruction cost. ' : _

Average class size does not vary by much between ygars-for most schools.
however, a.s1ightﬂtrend.towardsiQecreasing;c1ass sizes is apparent.
Standard deviations have increased indicating that q1though average

" class size has changed little, the range of class sizes has increased.
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Table 1
Faculity Salary Cost Index
Total and per Student

Ko. of

Fac Pe¢t
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68 69
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1i1Cc 117
125 -1
-1 -1
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-1 -1
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56 By
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122 122
=1 =1
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Table 2

5
Cost per Student and Class Size
| ($)
' Std Dev - :
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Table 3

Student/faculty ratios are a generally ccnsidered yardstick of the
quality of the education prcvided by an institution. Statistics ow
this characteristic, howeve!, often prove deceptive as definitions
of "faculty” and "student" &re left to the imagination of the
reader. _

The CRA methodology reduces instructiocn to actual classrcom hours
provided by each faculty member. Faculty who had administrative
or other non-academically related duties are only counted in total
faculty summaries in proportion tc the ‘amount of time actuaily
spent in teaching. - If student/faculty ratios are computed in this
way and are compared with the nominal student/faculty ratio based
on headcount, the ratios turn out somewhat less favorably.

The first group of three columns present the unadjusted student/
"faculty ratios and the second group of three columns, the adjusted
ratios. At all schools for which data were available, adjusted ratios
are 15% higher on an average than unadjusted ratios. Adjusted ratios
also tend not to fluctuate as much between years as unadjusted :atios.
Schools with the largest variations utilize faculty extensively in
administrative positions. For the schools in this study, research is
not at important non-teaching function.
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Student- Faculty Ratios
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Table 4

A range of factors are considered in this table which are thought
to be indicators of or have effects on per student costs. They
are in order across the page:

a. Type of contcrol

10 = public
00 = independent
01 = religious

b. Total cost (total expenditgre) per student.

¢. Ins:ruction cost (as reported in budget) per student.
d. Average faculty salary. N '

-e. Average SAT for 1969 enterfng freshman class.’

f. High,schooi-rank'expressgd as the percentile stand-
ing in his high school graduating class of the
median entering freshman. :

" g. Barron's index of competitivenesé for entering fresh-
men expressed numerically, 1 representing the most’
_competitive school and 9 the Teast cuapetitive.

Regression analysis has indicated a strong correlation

between total cost and instruction cost per student and thne
average SAT score for the entering freshman class. Schools with
higher. SAT averages tend to be more expensive in every respect.

A huch weaker corre]ation_Was determined between cust per student, -
competitiveness, and high school standing. Where SAT averages are
missing, schools do not require either the SAT or the ACT examinations

for admissions.
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Table 5

Instruction cost per student and averige SAT scores are corpared
in this -table for the three years of the study. The standard de-
viation of the SAT average is also presented to provide an indi-
cation of the homogeneity of student capabilities as expressed by

~ the average SAT. -

A good correlation is again evident between average SAT scores and
costs per student. The average SAT score for all schools in the
sample remained relatively unchanged over the three year period con-
sidered. However, the standard deviation of individual SAT averages
did fluctuate considerably for several schools. : Changes in average
SAT and SAT av2rage standard deviaticn do not appear te be correlated
with any pargicular change in cost per student, which uniformly

tend to rise at all instntitions. a e

© Table &

Incom2 from tuition and fees s presented as a fraction of total _
expenditures -in Table 6 while the ratio of ‘tultior and {ees is al-
tigned with total enroliment (second group of three columns) and the
proporticnate change in enrcollimeant (last pair of columns). Pre-
sumably schools with relatively high tuition ratios and a sTack-
<ning enrollment growth will be headed for financial difficulty in

the future,

The schools with the lowest tuition ratios are pub]iclyecontrolled_and.‘
have bean in a period of enrollment growth. ' . ' _

€8
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Cost per Student and Average SAT Scores
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12 ' Table 6
| Tuitien Ratio and Enrocilment Growth
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Table 7

The cost of college can be adversely affected by high attrition
rates. Not only are educational investments made in individuals
who do not complete, in the sense of receiving a degree, but intra-
year attrition complicates staffing problems and leaves resources
underutilized.

While the foregoing is a hypotheses which can be tested, this table
shows the relationship between acceptance ratios (Total Accepted/
Total Applications) and intrayear attrition rates. The latter are
measured in terms of declines from fall to spring in total number
of credit hours earned. Indirectly, we wish to know whether high
acceptance rates are associated with high attrition rates. Fresh~ .
man enrollments are given as a means of evaluating impacts in terms
of students enrelling. ' _ S

There appears to be 1ittle correlation between acceptance ratios
and attrition. The measure of attrition fluctuates markedly at
so many institutions that this measure wust be questioned. In part
fluctuations may be explained by class data which were not validatad
or properly evaluated by the school at CRA's request. Also, the
acceptance ratio is subject to question as a measure of selectivity,
as there can be real differences in the gqualifications and character-
istics of high school- students applying for admission. Applications
tend to be made on the basis of the potential students' own self
‘evaluation and academic objectives, so acceptance ratios do not
%pp1y Eg the same applicant population for one school as opposed

o0 another. : ' -

Table 8

Table 8 establishes the relationship between federal student aid
programs and both iotal school enroliment and numbérs of aid recip-
jents. These figures areé used to establish classifications of aid
levels for analysis of resource allocations. Presumably, high Tevels
of federal aid have provided means for internal rescurce allocations
“which might not otherwise have been made. Actual number of recip-
jents and amounts of federal aid provided to each school are pre-
sented in Table 19. ' ' S

Inasmuch as the a]]otation“of.federaf aid 1is baSed on administrative
decisions by each school, this table alsc provides -an indication of
" how aid is allocated at the various institutions surveyed. '

13



Table 7
Acceptance Ratio and Attrition
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Table 7

The cost of college can be adversely affected by high attrition
rates. Not only are educational investments made in individuals

who do not complet2, in the sense of receiving a degree, but intra-
year attrition complicates staffing problems and leaves resources
underutilized.

While the foregoing is a hypotheses which can be tested, this table
shows the relationship between acceptance ratios (Total Accepted/
Total Applications) and intrayear attrition rates. The latter are
measured in terms of declines from fall to spring in total number

of credit hours earned. Indirectly, we wish to know whether. high .
acceptance rates are associated with high attrition rates. Fresh-
man enrollments are given as a means of evaluating impacts in terms
of students enrclling. - '

There appears to be 1ittle correlation between acceptance ratina

and attrition. The measure of attritioi. fluctyates markedly at
so many- institutions that this measure must be questionad. In part
fluctuations may be explained by class data which were not validated
or properly evaluated by the school at CRA's request. Alsc, the
acceptance ratio is subject to question as a measure of selectivity,
as there can be real differences in the qualifications and character-
istics of high school- students applying for admission. Applications
tend to be made on the basis of the potential students' own self
evaluation and academic objectives, so acceptance ratios do not
apply to the same applicant population for one school as opposed

to another. - '

Table 8

Table ¢ ostablishes the relationship:between federal student aid
programs and both tetal school enrollment and numbers of aid recip-
ients. These flgures aré used to establish classifications of aid
levels for analysic of resource allocations. Presumably, high Tevels
of federal aid have provided means for internal resource allecations
which might not otherwise have been made. Actual number of recip-
jents and amounts of federal aid provided to each school are pre-
sented in Table 19. - :

~ Inasmuch as the allocation of federal aid is based on administrative

decisions by each school, this table alse provides -an indication of
how aid is allocated at the various institutions surveyed.
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Table 7

Acceptance Ratlo and Attritien
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Table 9

The importance of student aid and, specifically, federal student aid,
varies widely from college to college. Table 9 attempts tc relate
total studert aid and total federal student aiu to total expenditures
and revenues. ‘ ,

The first group of columns present total student aid expenditures, as
reported inthe operating budget of a school, as a fraction of

total revenues. The second group of columns present a similar proportion
for federal student aid. In a number of cases federal aid is a larger
fraction of revenues than the supposed combination of all aid provided

by the school. This difference is reflected in the third set of

columns where federal student aid is presented as proportion of ‘otal

~student aid. State accounting procadures separate federal student aid
~ funds into budget categories which are not included in school budgets for

statistical purposes by CRA. Ajso, many independent schools maintain fund
accounts separate from the normal budgeting material especially for
federal student aid accounts. For this reason, as well as the somewhat

‘chaotic nature of record-keeping on student aid programs at

several institutions, these data are highly questionable.

Federal aid as a percent of total revenue is the most significant of &:1
data presented in Table 9. ’ - :

Table 70

Much'ana1ysis of higher education is based on credit hours produced
and cost per credit hour. Table 10 presents two measures of cost as
well as a summary of total credit hours produced between 1967 and
1969. ‘

The first measures total cost per credit: hour based on total current
operating expenditures. - The second measures instruction cost per
credit hour based on total expenditures for instruction as reported
in the institution's budget. The relative effect of the rise in total
costs and instruction cost per credit hour can best be seen in the
data for school #'s 11, 21, 25 and 45 where credit hours varied only
slightly from year to year. - ' ‘

76
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Table 13

Enroliment may be measured in several ways: headcount at regis-
tration, full-time equivalent based on credit hours, full-time
equivalent vased on contact hours, headeount by enrollee whether
attending or not, and so on. For the purposes of this study CRA
has considered only full-time day undergraduate (and graduates
whera separate schocls are not maintained) in its computation of
enrollment. A1l part-time students including night students and
students in special categories are not included in total enrollment
figures. The first three columns in Table 11 present the numbers
arrived at by CRA computation. The firt column of °*Full-time

Day"” includes all full-time undergraduates and graduates taken
directly from the accumulated enrcliment data. The second celumn
Tists, where availabie, the number of graduates included in the
"Full-time Day" count. The third column prescnts the number of
students at a schoal considered by CRA to be in a "Special" cat-
egory. These last two cciumns are also taken directly from enroll-
ment data.

The second set of columns provide an alternative measure of enroll-

ment based on credit hours earned. "Reguired Annual Hours® in the
first column under FTE refer to the minimum required number of credits

to be earned by a student to maintain full-time standing at an institution
in 1969. The credit value of each course offered between 1967 and '
1969 was included on class 1ists developed for the study as well as

total enrollment in each class. By summing the total number of

credits earned for every class {(number of students in a course multi-
plied by the credit value of the course for every class) and divid-

ing by the minimum required number of credit hours, a full-time
eguivalent enrollment figure is obtained. These are listed in the

second column under "FTE". The third column represents the ratio

of "Full-time Day" students to Full-time Equivalent students.

Because special students have not been included in full-time enroll-
ment count, we would expect the equivalent student attendance figure
to be lower than the full-time day figure, the difference being ac~

counted for in part by the uncounted special students. . |

The difference at most schools, however, is not well explained by -
reference to this category of student (e.g. # 8, # 21, # 42). An
alternative explanation for a low ratio would be that a number of
students are completing fewer than the minimum required number of
credits each year. For schools whose FTE enrollment ratio is great-
er than 1.00, we would suspect that a number of students are taking
more than the required mumber of credits. =~
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Table 11
Alternative Enroliment Measures: 1969
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Table 12

Faculty costs are directly affected by the ratio of tenured to non-
tenured faculty. The general quality of instruction may also be
affected by this ratio. Statistics on this aspect of the fifty
institutions are provided in Table 12. Any faculty member at or above
the level of associate professor is considered to be tenured for the
purposes of this analysis. :

Ratfos generally do not vary singificantly between years for the
majority of institutions. What variations do occur are pf1mar11y
the result of _changes in non-tenured faculty rather than in_ tenured
faculty.

Tabie 13

A simple profit or deficit at the end of a budget cycle is not
necessarily an adequate measure of the financial health of an in- :
stitution. 1t is possible to end the year with a slight profit-and .
be in worse relative shape than an institution showing a deficit,
depending on the nature of the individual expenditure and revenue
items for the year. CRA considers only current operating expendi-
tures, i.e. current operating costs, in its determination of total
annual cost. Transfers, additions to endowments or capital reserves,
- depreciation, etc., are not included. A1l revenues, on the other
hand, are included in the total revenue figure developed,as it is .
difficult,if not impossible, to determine which revenues will be used
only to meet current operating expenses. Based on this methodology,
several indicators of financial strength were considered. .

The first three columns present the difference between total revenues.
and total expenditures .as defined above. The difference, or "gap",.
is the margin by which schools meet curvent operating costs with
total revenue. School # 2, for instance, shows a positive margin

of $100.1 thousand in 1967, a negative margin of $79.8 thousand in
1968, and no margin in 1969. Comparing actual gaps among schools

is not totally satisfactory or accurate as the size of the institu-~
tion may considerably affect the significance of the gap. To suppress
the effect which size has on the statistic, the gap is divided by the
total full-time enrollment of the institutjon considered. The second
set of 3 columns summarizes the "gap per student" for 1967, 1968 and.1969.

An alternative way of using this same princip1é is to consider the ratio

of revenues to expenditures. The last three columns present the revenue/ .

expenditure ratios for 32 institutions in 1967, 1968 and 1969. This

statistic has proved to be the most practical in statistical analysis of -

the financial health of an institution because it tends to be more
analogous to the normal. distribution than other measures. '
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Table 13

Alterative Measures of
Financial Health
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30 4¢.d 1¢3,5 12.2 36 - 112 8 1.0G  len? 127
23 19¢5.3 1775.1 2637.C 488 399 619 1.37 . l1.20 143~
a 12€a. 8 2.4 24,7 210 3 36 1406 100 Lo
39 1 608.5 458.8  1167.1 287 452 529 1.05 .1.08 1.09
34 -1.7 =1,0 -1.C -1 -1 "=1 =1400  ~1.00 =10
3 1.8 9.7 ~64.1 0 4 -80 © 1.00 1.00 © .99
3y et 126.8 42,5 2% 135 5L - 101 104 1eul
“ U f12.4 233.0 . 222.3 328 - 278, 261 " 1.11  1.09.  1.u9
“i -1.0 ~1.9 - =-1.C -1 -1 =1 =100 =1.00 =100
4.7 42 ~55.6 1C. 3 47 -99 S 21 1.02 Cn,9n 1,00
-+ 3 ""loC “100 "loC "1 -.l "'-1 —1000 "’ol)'\) “!.L)\
N 121.6 345.5 325.7 .38 97 92 1.02  1.ud 1.Co
b A1 7.7 H0.1 - 57.2 200 92 113 1.10 1.04 104
4o i¢3.% 26€9.3  ~41.2 237 299 -47 1.08 109~ .98
a7 -1.C -1.2 ~l.C -1 -1 =1 Sl eN0 =100 210U
5 -57.7 . 219.3 15C.9  -19 140 A9 0DL.GH - 1.0% 1.03
L'y fl.(‘ -100 - . -1.C _1 ) —'1 ’ _1—1000 ;‘—10*’)0 ‘1.)'.’
LY 22,9 201.7 . 257.4 14 1i1° 189 1.00 = 1.03 1.05
! C~lar -1e0): =1, =1 -1 =1 =1.90 =1,09 =1.09
b2 ~1e7 =10 - ~1.C -1 -1 el =1400 =1407 =1.09
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L e ~1.7 -1.2 S =1.C -1 -1 =1 =1.00 =1.90 =1.,00
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Table 14

Total change in number of facuity and in average teaching hours are
compared in Table 14, Statistics on both data items are presented

" as an index of change during the period 1967 to 1969 at each institu-

tion. Faculty numbers have increased at most institutions while average
teaching hours have tended to fall 3t in proportion to the increase
in number of faculty. These data are us:“1 when considering other
cost-generating characteristics such iy chznges in faculty salaries,
enroliment, class offerings, class siz=, &7c., s the data provide a

key to determining levels of "productisity (ar measured by number of
hours of teaching [or of education] per~ <" lar 2 expenditure).

Table 15

Instruction costs ave susceptible to severz1 diTFerent measures. CRA
methodology computes classroom teaching ¢7:us from salaries of in-~.
structors in proportion to the actual amcunt of time spent in teach-
ing. Thus, compensation for administrative duties and other non-
teaching activities are excluded from consideration in overall in-
struction cost determinations. A more accurate profile of actual

 teaching costs is presented and it is of interest to compare costs'

derived in this fashion with costs derived from budgeted "Instrust-

~ion" expenses. :

. ) -4 . .
The first group of columns in Table 15 present classircom teaching
costs per student as defined by CRA. The second set of columns pre- .

‘sent classroom teaching costs as a ratio of total instruction costs . -

recorded by the institution. In almost every instance, instruction.
costs are higher than classroom teaching costs as such expenditure
items as supplies and travel are excluded from classroom cost figures.
A large gap between the two cost figures suggests that significant
additional costs other than teaching are being incurred. School #39, #40
and # 32 have a smaller instruction cost figure than classroom teach-
ing cost figure as a number of faculty receive no real compensation

for their services (equivalent faculty salaries are computed for
these instructors for cost comparison purposes with other schools)..
Classroom teacning costs are higher then instruction ¢ests at # 10,

# 50, and # 55 due to fringe benefits which were excluded from budg-

. et- figures for instruction but included in figures for classroom

Instruction costs at #5 are higher cue to a budget error which excluded

salaries of certain administrators who also taught and who were included o
included as part-time faculty. ' : '

C]assroom-teaching-costs are compared with total expenditures as a

ratio in the third set of ¢olumns. The most afficient schools according
to CRA methodology are those -for which classroom teaching costs are a
greater fraction c¢f total: expenditures. : , _ S .
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Table 15
Classroom Teaching Costs
(C1¢)
S;g . CTC/Instruction 7 CTC/Total
- Cost per Student Cost Expendit.res y
£ 3088 1965 1963 . 1967 1868 1969 38T 1386 1969
1 17a 760 888 - =l.CC =-1.0U0 =~-1.00 ol TRLAANEEE S UNOE -1l.0n
2 599 £23 €23 . Ce8C Leid? N.81 D27 DL v,28
4 874 902 957 “1.CC =~1.90 =1.00 =1.70 =140 =1.00
5 be 3 41 527 1.23 1.20 le22 Ce3b De3S 0,40
6 L1l €72 507 Ce7¢ 0,176 (e 6G - De37 D432 0,29
7 _‘171 491 544 _].oGC "1 0"30 “1.00 “1-_'0‘.,' "‘1 .Of‘ "1000
u 51 4cyg 5683 Ce6C .33 0o b4 Ne37 Q3¢ 0e 40
9 -1 ~1 =1 =1.07 =1.N0 ~1.00 =100 =1.0¢  =-1.00
10 2 a4 784 - 359 1.G5 89 el Ne23  Ng25 5, 128
Ll - 478 a91 413 Ce B2 Vaobb Ve 54 De?2T VW25 Ve 20
12 ‘3t 489 414 -1.00 -1.00 -1.00 =1,00 =-1.00 _-1.00
o il4 891 Cry 8‘)0 Ce8G o230 \JOBH Te37 Je3d7 Je 30
1% 59y 578 640 =100 =190 ~1.00 =1.3¢ =1, =(,00
. lo ) -1 ’ -1 , -1 “ioCC -1 000 ‘1.00 _.‘lnn-{-i -1 .00 “1.00
14 -1 -1 530 0. =1.0C  -1.00° =1,00 ' -1.00 =1.006" —].00
20 - 5le2 522 . 598 - ~1e3C -1.00  =1.00 - ~1,06 -1.00 ~1.00
2L 373 390 © 445 - - 90 . .76 - .80 RS § .20 .21
22 CR XA XN ¢ 761 CeSC  0.35 0.88 0:35  0.34 0.35
24 82" 788 871 ‘-].CC -1.0C . -10'00 ' -1.00 —1.0“. ‘1000
25 330 367 - 3635 . C.85% Cat7 0.70 1,26 . 0419 .16
0. . -1 419 449 . -1.0C Ce?7l ' De75. . S1,3C 9Ddl4. 0,156
28 543 112 723 - NeB2 0496 ' 0,91 . Ne23 9627 (.24 °
.29 baw €4S RG2 Coe58  Cu59  0.71 ° Usll J.11. .14
30 760 871 963 - C.86% Ce¥0 ~ 0.95 L D24 0 0024 0,26
EY | Lén 436 851 . .79 .94 .85 13 .18 15
30 az3 436 525 - Ce73 C.72 0.75 0.32  0¢31 0.3}
14 889 . 978 1047 CCe96 S 0497 0 0493 0,26 026 . (.26
Y -1 -1 =1 . -1.CC ~1.00 '=-1,00 =1.00 =1.00 =1,00
.37 . -1 . 576 571,  © -1.CC =1.90 =-1.00 =10 =100 <1409
38 -1 . -1 1335 -1.00  -1.00 .86 -1.00 -1,00 .28
39 707121 10109 Ceft5 107  1.19 C NW27T NDW26 0.29
40 €03 104 681 C0eSS L 1406 0490 0,20 . V.26 Gl 24
@1 vl .735 919 - - ~1e8C. =199 =100 . =1.00 =1.00 -1,.,00
42 TR 720 9136 1.CC " 1491 1.08 S Ce27 0e.30. 0,28
R - -1 -1 . -1.0C. -1.00 =-1.,00" =1.00  =1.00 =-1.00
w4 440 475 583 . CLR7  C.85 0.93 0426 026 Q.27
45 443 £¢5 413 N9 1,08 0.88 o 0.23 U2 0 g,.20
46 -1 -1 -1 TleCC =1.00 =1.00 - <1.90 =~1.00 =~1.00 .
44 297 793. 883 - ~1.0C ~1.9C -1,00 = =1.20 ~l.0) =1,00-
. 4b 24 20 ped Cotnt 0ub6 0 0,42 0412 2,13 9,70
Y 255 278 -1 TleVf -1.00 -1.00 . -1.00° . -1.00 =-1%00
N TU= 729 843 1.01 1.0t = 1.05 = - - 32 .22 24
51 1020 - 1171 1171 = -l.CC =10 -1.00 . ~1.00 =1.00 -1.00
52 238 234 293 . ~1e0C. -1.90 -1.00 =~ ~1.00 -1.00 <-1,00
537 503 681 689 .68 .80 77 20 .25 25
54 -1 . 996 996 - =1eCC. ~1.00 =-1.00 ~1.00 -1.00 =1,00"
O 58 lee 1271 1472 1.8 1408 1,04 8028 0.28 0,27

~ ERICg 383 419 451 Tlenfi =100 -1.00 0 21,00 -1.00 <j.0n



Table 16

Institution statistics often vary according to th— particular se. ce
of the data and to the lack of any clear commonly accepted defin® -ions
of data items even within an institution. Table 15 compares stat stics
on full-time ®reshman enroliment as provided generally by the Rec -
strar's Office and the Admissions Office separately. Group { 1 Yrap-
resent data on first-time entering freshmen from admissions statisitics
while group # 2 represent enrgliment statistics taken from: gener}
school enroilment data. The third set of columns present the number

of freshmen accepted as a percent of completed applications.

Table 17

Admissions statistics df the type presented in Table 17 provide usefu]‘ B

indizators both of the .overall strength of an institution and of the
_success of plans and policies for growth. Under increasing financial -

pressure a private institution may become more depend ent on its studeats

as a source of revenue. The first two columns present the total num-
ber of completed applications for 1968 and 1969 as an index of the
number of applications in 1967. If a school is to grow and at the
same time to maintain the average quality of student it enrolls, an.

ever-widening -pool of applicants must be found. Only 11 schools of - -

"all those listed in Table 27 have experienced a continued growth in
the number of applications, while 21 have experienced an actual de~
cline. Of the 21, 5 have had declining applications for-all years
considered. ' ' ' , '

The second pair of columns present the total number of students
accepted in 1968 and 1969 as an index of the total number accepted

in 1967." The number of formal acceptances made have generally risen
faster than the number of applications for: the years considered,
indicating that more students are being accepted among those who
complete an application. The number of students actually entering

has not risen as apidly as the number of acceptances, suggesting
slightly greater competition among schools for more 1imited numbers of
students. The last pair of columns present the number of first-

time entering £reshmen in 1968 and 1969 as an index of the number

~enrolling in 1967.
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Table 16

Freshman Enroliment Data
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88

Freshman
Enroliment
#2 .
1967 1968 1969
-1 -1 -1
5¢ce 713 657
2177 2081 222
~1 -1 -1
1536 1769 1790
323 329 3749
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Table 17
Selected Admissions Statistics

Applications Acceptance First-Time
Index ‘ Index ' Entering Frosh -
Index
1967=100 ' 1967=100 © 1967=100
1 102 147 ' 113 126 . 116 12%
2 112 132 A 108 170 - . 120 111
3 -1 -1 -1 -1 98 105
4 -1 =1 o -1 -1 -1 =1
5 114 111 ' . 114 111 - . 115 116
6 117 110 118 136 - .. 102 117 -
7 -1 -1 -1 -1 -1 -1
8 104 122 _ 127 148 ; . 125 148
9 110 108 80 63 - B 98 74
10 -1 =1 -1 -1 ‘102 .103
11 -1 <=1 . =1 =1 106 126
12 76 103 ‘ 100 133 ' 78 86
14 106 92 . 95 71 92 117
15 -1 -1 - -1 -1 .- 95 121
16 111 9% . . 106 92 105 80
18 =1 =1 ‘ _ -1 -1 - : 93 98
20 -1 =1 -1 -1 - 81 104
21 . 98 92 - 95 95 . 101 87
22 . 126 137 A : =1 -1 A 109 120
24 98 108 ' 108 .92 102 79 .
25 - 101 123 . . 96 116 - 97 122
26 96 104 98 109 : : 85 96 -
28 _ 87 91 . - 88 96 . 100 101
29 ’ 93 . 99 ' .94 107 93 107
P 30 - 107 122 o .. 122 151 o 113 136
- 31 105 155 : - 112 134 - 7102 113
§ 32 -1 =1 - =1 125 © 96
i 33 107 107 ‘ 122 124 B 130 103 -
f 34 o 107 111 . 127 134 123 159
P 35 111 -1 ' 1046 -1 _ 105 104
37 100 113 o 103 115 - 118 117
: 38 104 156 =1 -1 -1 -1
} 39 - 108 92 122 106 o 79 69
; 40 : ‘84 103 - 85 89 - 104 111
41 63 . 59. ' C 76 - 69 64 74
42 91 62 . . 95 73 80 65
43 106 127 = - 132 146 - 125 84
44 -1 -1 . =1 -1 101 98
45 -1 -1 - -1 =1 _ 100 104
46 . -1 75 ‘ -1 81 o 100 89
47 -1 -1 o -1 -1 125 104 .
48 -1 -1 =1 -1 » 89 .92
49 109 99 - -.105 107 A 96 109
.50 : 136 164 . - 119 112 - ' 112 91
51 ~ 81 115 S .97 145 . 90 144
52 107 100 .. .. 105 - 98 . . 96 86
- 53 o=l =1 =1 ~1 - 92 117
54 : 47 . 146 . 106 115 oo 100 102
- 55 - ‘ -1 111 . =1, 81 85 94

56 - 93 110 89 e .-1- . 88 100
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Table 18

Enrollment of full-time undergraduates, graduates and special students
are recorded separately in Table 18 and presented for the three school
years 1967, 1968 and 1969. Previous enrollment statistics summarized
full-time undergraduate and graduate students while excluding from
the total count students in the "special" category. - For our purposes
evening students from other institutions, and students who are not
registered for full-time credit standing at the undergraduatz or
graduate level are considered as "special”. Where precise data were
not available on the differentiation of special students from all
others, no statistics appear. When a precise count of full-time
graduate students was not provided, the totals for full-time under-
graduates were not listed, though the grand total of graduate and
undergraduate students dec appear in other tables.

Table 19

" A summary of Federal student aid programs, (College Work/Study, Cduca-

tional Opportunity Grants, and National Defense Student Loans) at each.
of the fifty colleges is presented in Table 19. The first set of three
columns provides the total number of new and renewal awards of federal
aid made between 1967 and 1969. The second set of three columns in--
cludes the total amount of fed~ral aid awarded, again for new awards .
and renewals. The schools' contribution to each federal program and
the allocation for administrative costs are not included.  Indexes.
for the total number of awards and the total dollar amount awarded are
set forth in the last four columns and provide an illustration of the
relative characteristics, magnitude and'direction of change in federal

~aid programs at each of the institutions.

90
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Table 13

Enrolliment by Level

Full=time Undergraduate [FT-U], Graduate [G], Special (part-iin:e) {sp]

1967 1968 _ - 1969
L4 =t & 3 4 "€ 3 U & 5o
| ~1 %) 2¢7 -1 -1 234 ~1 =1 A,
2 11e2 Sl 14 1959 129 14 2053 175 19
3 56 83 117 391 6517 121 523 - 7073 2064 1N
4 -1 -1 1063 : -1 -1 1273 -1 -1, L.712
9 512 2 4C8 3568 20 449 37105 2C w34
o v69 2 19 - 995 3 27 1124 1 12
{ -1 -1. 122 ..=1 ~1 139 -1 -1 172
6 =25 0 23 . 655 0 38 917 0 2
9 ‘2332 0 76 2429 0 68 2266 0 a8
10 2449 0 €3 2952 3C 6% 3073 at 65
11 inlo 24 18 1615 13 21 1409 17 29
12 4416 1577 61C7 436 2218 -1 4723 30Cs -1
La . 228 3 18] 61C 6 24D : o84 © 2?5
15 4t?1l 0 4727 545C - 0 &100 65935 0 474
16 i3l4 0 3C T 1203 0 38 . . llar. 0 “7
16 8456 668 -1 - - 9192 781 -1 9260 1113 774
2G 3604 4C& 235 . . 3554 _ 371 * 309 3766 407 583
21 1648 . . 0 144 17¢Y 0 54 1714 0 +7
22 2683 15 327 - - 73C81 24 326 3409 39 1320
24 cISL  21e | 44 2965 191 48 .. 2855 195 36
25 18¢3 e 1sc . 1882 30 169 o225 F0G
20 1079 743 1784 . 1022 173 1722 1059 #43 1417
26 4l t4 2710 378 4271 273 400 . 4254 ° 260 22T
2 w8l 7 15 _ 1423 3 17 1413 7 L7
S0 61G o .0 605 .0 o 613 0 - d
31 1328 25¢C 183 1498 266 287 1615 294 e?
22 1573 o 3 T 1261 .0 0 - lasuo . 0 4
373 4925 26. 10C7 . . -4615 . 0 1000 . 4670 . 0 1070
24 L03 0. 7 ' 637 .0 8 © 680 0 7
35 25,10 44 71 - o2cel 36 - 60 2172 34 A9
eX 0 36 621 . 2368 47 682 2644 249 652
sn - =1 -1 -1- . =1 -1 -1 . 550 0 2
349 964 .0 - 272 935 o 235 : 820 0o 1.7
+U 89 (4] .92 - . 837 0 43 AsL - 0 v3
1 . 990 22 3 891 19 1 - 732 17 )
+7 20 B 27 . 555. 0 5 N 0 o
! L25 718 1528 - 812 714 . 1811 - 822 700 -1
444y %558 25 30 3508 28 4’ _ 3501 38 33
“b C s86, 0 . €1 876 G 71 Abo 0 41
ae -1 - . 25 - "=l -1 8% K47 B U §
w7 1504 . lal 1333 0 Q2 o L263 o 11l
Cad 13€4 3221 1381 . - . 12¢8 331 957 1185 322 70
“'s 2965 656 9. .. 2965 . 653 -0 2952 e3¢ 0.
9 1579 28 29. - 18€5 15 102 . 1918 20. 116
51 T K34 .0 -0 S T81 o .0 - 996 0 o
57 . 2122 381 1369 © 2513 388 loal .. 2235 415 18
93 2L 325, 27 3c2 . 20e0 40 300 2346 10 v ;2
O na ~1 -1 -1 891 a -1 1236 : -1 =1 15.1
ERIC »4 1300 0 27 . 12s¢ 0 46 1303 BT

50 9G2 o - 326 - . 1C2s 0 29s 1087 0. 359
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Table 19
Federal Student Aid

Beneficiaries TJotal §

- Humbar of o Total Amount . Index . ‘Index
- Beneficiaries - Awarded ($) 1967 = 100 1967 = 100
#1867 1968 1969 19 . 1868  -1969 1958 1969 1968 1857
1 9l3 1C45 1Q4S 466521 5706603 589667 114 114 121 125
2 w72 S10 1054 180378 37721C 415091 . le9 191 2ud 230
3 b8 1426 14%1 55TCC4 €E4816R8, 620631 . 159 151 l1le 111
4 5U pe A1 37615 33132 38450 95 U 1o 101 -
5 baa  E5C £SO . 160279 163191 194689 121 120 120 121
6 117 124 136 39418 . 53€25 63715 S 10% llo . 161 161
7 14C» 1771 1523 £5155C 2G2651 - 167342 12 194 53 30
8 51 54 7% 13449 14€00 15066 105 154 - 104 112
9 1228 1323 972 349348 - 353215 289405 - 108 79 101 83
16 lsa 2C1 236 91874 57486 . 149096 150 153 106 162
11 4p4  SC4 536 ‘167281 166812 189688 108 115 119 113
L2 61U £38 479 138271 129479 113170 as T . 193 31
La . le2  zze 279 54 824 72213 81645 140 - 141 - 131 148
15 1213 12€0 1CC1 §20406 453€76¢ 373840 109 78 87 71
lo 1904 12ZC 1312° 325407 258212 404093 8T P71 .91 123
18  2u4o 24C4 1623 1572627 12113381 1268739 . 117 °~ 93 . 77 80
20 . Zles 17¢% 1644 €6T129 613703 633111 85 79. . 31 %4
21 T1L 776 695 302324 310298 316876 tva 96 . 1u2 104
22 als  2EF 4C2 "15165C  1467CZ.° 181861 118 ;129 © ° 129. 119
2% 73 336] 26C5 . G49CTS 1419222 12393703 . 114 87 - 146 134
Lol &4R ST76 . 231565 . 321550 293225  10n  S4 . 110 100
"wle 422 3171 266C2C 247C2C 2234607 . 88 7T, 692 . R4
685  TCC  6ed 403623 - 4161714 - 418433, 102 97 0 123 0113
1G47 1C€2 1164 399488 . 235137 428672 . 101 114 . 93 107
5 €7 1Cy ©27C2% . 43625 61275 - 167 136 - 162" 149
55« 710 316 266155 339125 381894 124 l1a7 127 142
201 184 272 - 125692 11179C - 150446 . . 76 135 - 88. 119
823 EES.. THH 504602 36282 478936 -~ 106 .94 100 94
- wn - €z 83 T 23403 24445 4023% 115 117 104 171
573 1C14 923 514395 537379 . 523250 104 34 - 1lue 0101
L lgt4 1178 1117 1420250 448253.. 431001 109 104, 106 102
-1 -1 [ =1 =1 4932 -1 -1 . -1 - =1
ala  3C7 335 . 193815 . 173109 203785 . 97 106 . . 89 195
o 1bL 187 157 . 80202 -~ 86CHC 86182 103 - 103 . 107 107
244 281 211 . 2412h7% 14446 149559 - 88 T4 59 61
13 15 29 . 10125 - 11297 . 1808% . 146 223 - 111. 178
412 427 353 S 1S7C82 156845, 200256 - 103 - .85 .99 104
7132 SC& . 810 253331 429107 356275 . 124 119 121 190
2719 211 287 - 142212 154472 165407 99 106 . 123 1lle
‘Zox 2716 2€2 . 7 16422C 189(%9 163144 C19%  10n - - 192 99
91G 541 63T - ?23(ESC 263384 265919 108 124 111 112
aGe  4f3. 4FC - 252458 7232174 244322 93 98 a1 96
Thka S22 THT . 0 :545266  S52€13 0 475790 .. - 104G . B85 108 87
tea 0T 2019 LHARECST 19NSTC 1B 596 102 80 105 0 97
e aS ETL T banesl claoe i Toluda 102 108 . 928 108
p2hs LACa latl o TE2HIN) ey 8591830 - 103 1120 0 G112 0 138
Coua r2T 0 aSdTlH altilah 433626 102 B8 0 193 94 .
16ha Y036 1088 §54PG2 SISECL1 537323 ':2104- 103 - 108 ro08
43 63 k(T 4T1¢S 88147 LU2550 53_146' 139 187 217
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Table 20

The presentation of scholastic achievement by sex as measured by
average SAT (first six columns) and high school standing of the
median entering:freshman (second six columns), does not presuppose
any inherent characteristic differences between the abilities of

~ either men or women. The purpose of the table is to provide a view
of a few of the components .of change in average SAT scores at
responding institutions. '

Data on freshman SAT scores and high school standing broken out by
sex are not available at most institutions, which this table amply
indicates. From the data available it appears that change in the
average SAT for any school is refiected in almost equal changes in
SAT for both men and women as individual groups.

The high school standing of the median entering freshman at each college
graduated from high school in the top percentile group shown in the

table. For example, the mediah female freshman entering in 1969 (in

terms of her high school standing) at #5 graduated at the 34th percentile -
“of her high school class. - Data on high school standing is far too sparse
however, to permit any conclusions, notwithstanding that admissions
officers weight this measure more heavily than SAT scores.

Table 21

‘Table 21 presents data on the number of men and women enrclled at .
‘each institution reporting these statistics. The last three columns .
represent the number of women enrolled as a percent of total enroll-
ment. Several interesting points emerge from these data. -

For the most part, the proportion of women enrolled remains rel-
atively constant for most schools. At school # 8 which is undér-

going a period of rapid expansion, the proportion of women is in-
creasing due to efforts by the administration to provide more courses
in 1iberal arts rather than those oriented towards technical vocation-:
al areas of study. School # 12, on the other hand, which is also
undergoing moderate expansion, is admitting more men than women.

School # 12 has recently shifted from a predominantly teacher ed- -
ucation oriented curricula to a more broadly based curricula in liberal
arts. : S .

" School # 22 was a women's college until 1966 when men were admitted for the
first time, accounting for the sharp drop over the three year period .. .
in the proportion of ‘women enrolled. School # 56, an all male institution
‘until 1960, shows a less.rapid .increase of women than # 22 did of men. This

[ "is probably due to the geographic location of # 56. : :

+
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Table 20
Scholastic Achievement by Sex
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Table 21

Enroliment by Sex
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IT.  PRELIMINARY ANALYSIS

Much of the data presented in Part I is based on statistical averages and
determinations of statistically significant characteristics of schools.
The purpose of this section is to provice some of The background data

and statistics from which the material —wesented in Part I was developed.

To bring order to and to . analyze all ¢ tre data brought together for

this study, schools were grouped according to twenty-eight institutional
and financial characteristic: detailed ‘= 11lustraztion I on the following
page. Sixty-four individual data items (such as rzvenue and expenditure
distributions, admissions statistics, 3~ scores, atc.) were then
collected’and aggregated according to scmools with similar : -
characteristics. For each institutiona™ characteristic and each data item
cross-tabulated in this fashion, four statistics were computed:

1. number of institutions exhibiting the particular -
characteristic inh question (# - : '

mean of the particuiar data from this group of

schools (x) . =

standard deviation of the data (o ;

‘standard deviation of the mean (o§

PWw N

- The computations descrided above werevperférmed’dnce‘fbr a11’sﬁhbq1s,consi?

dered in the total sample, and then for il of the individual grougs of . .
schools based on similar characteristics. Determination of the most signi-
ficant characteristics of different groups of schools were made by compari-
sons between the means and the standard deviation.:of the means for the
entire sample of schools and for each subsample. If both the mean of the
total samg1e and the mean of the subsample were at least two standard devia-

tions (d% away from each other, it was assumed that the subsample and the
particular characteristic and data item represented by it were different

from the total sample of schools by a statistically significant amount.
Those characteristics dotermined to be significant in this manner are pre-
sented in the following discussion.. ' e
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" A. Reverue and Expenditure Distribution

A summary of revenue and expenditure distributions for all schoo: s during
the period 1967-1969 is presented in Table II ~ 1 (number of obs2rvations,
mean, standard deviation, and standara oceviation of the mean). 12
large standard deviations suggest a low degree of homogeneity amomg the
various schonls as a total group with respect to all revenue and expendi-
ture categories.

e rather

An alternative way of examining this data is to break out the revenue and
expenditure distributions by schoc! according to type of control and type

distributions is achieved.

and II,- 3 and are summarized in the following charts.

Char: II - A

Revenue Distribution - Significént Differences

By Type of Control

" of instructiun with the result that a greater degree .of homogeneity of
These data are presented in Table II- 2

1 { o )

. , - L
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Instruction T

Research

Library and
Audio-Visual

Facilities
0O&M

~ Administration

Student
Services

Student
Aid

Public
Service

Staff :
Benefits

Auxi]iary
Services .

2.88

31

1967
20.7
97.1
1.74
3

2.64
47

31.

4.0

2.22
.40

3.

1.2

3.31
.59

31.

-16.7

4.52
.81

31

2.09
3.7

31.

7.2 -~

4.60
.83

31.

.52

2.14
.38

31.

20. 77
' 8.70 -
- 1.56

Expenditures
71968 1969
31. 31.
30.2 30.1
94.5 90.8
1.70 1.63
31. 31.
1.4 1.4
2.54 2.19
.46 .39
31. 31.
4.0 4.0
1.83 1.84
.33 .33
31. 31.
10.6 11.2
3.1 3.44
.56 .62
31. 31.
16.3 - 16.6
4.14  3.75
.74 .67
31. 31.
2.8 2.6
2.24 2.18
. 4.0 3.9
- 31. - 31.
7.5 7.3
- 4.76  .4.74
- - .86 .85
- 31. 31.
- 3.5 4.0
3.00
54 66
31. 31.
3.6
2.16  2.25
.39 .40
31. 31.
. 20.1° .18.9
~..8.15 - 8.15

Revenue and Expend-ture Distributicns

- 3.69

4.0 -

1.46

Table 1I - 1

Supportng Data
{Perce=nt)

Tuition
an.! Fees

QX

Endo: ment

-Gifts

State .
Government

Other
Government

Research
Revenue

Educational
“Services

Other

Ruxiliary
Serv1ce5

NP, 4
~J

o fy e

HERETE

b
AL N2 Ll 1

1.09

ey 38"

457
e

3}Q

1.6

. 2.09
.38

31.
24.9

-o10.602

1.80

39

-

Reveinues
1968 1969
31. 31.
35.4 36.2
78.64 18.61
3.35 3.34
31. 31.
5.4 5.4
6.91 6.97
.1.28 - 1.25
31. 31.
7.7 8.0
6.84 6.92
1.23 1.24
31. 31.
15.4 16.1
23.33 24.64
4.19  4.42
31. 31.
4.9 5.0
9.03 8.24
1.62  1.48
31. 31.
2.5 2.6
- 7.85 7.65
- 1.417 1.37
31. - 31,
3.2 2.8
4.64 - 3.16 °
.83 .57
31. 31. -
1.5 . 1.3 .-
- 2.09 " 1.42
.38 .25
31. 31.
23.9 22.6
9.26 8.54
1.66 1.53 -



Tests vor sia:isticzl significance were performed on the data presented
in Tables _i - 2 amd II - 3 with few very conclusive results. In terms
of the diziribution of revenues for schools grouped according to type of
instructiun, Tuitiom/Fees, Endowment and Gifts varied by statis -
tical"y significant amounts among the three categories of schools. As
mignt be expected, Public schools had a much smaller proportion of their
total revenue from Tuition/Fees (15%) than all other schools combined. The
proporticn of total revenues from Endowment and Gifts was also signifi-
cantly smailer at Public schools than all schcols as a group (.2% and
.4% respectively). As a revenue item, Gifts at Religious schools are a
signifizantly larger revenue (12%). '

when diviuzd according to type of instruction, schools exhibit statis-
tically significant differences in total revenue distribution for the
jtems Tuition/Fees, Endowment, and Gifts again. The general test for
significance indicated that Academic schools are more dependent on
Tuition/Fees (43%) and Endowment (8%) than all other schools. Utili-
tarian schools, on the other hand, are least dependent on Tuition/Fees
(262) and m1so Gifts (2%). In part this can be explained by the fact
that most ¢. the Utilitarian schools are also Public. Supporting data
for these conclusions are provided in Table II - 4. ‘

~Chart II - B
 Expenditure Distribution - Significant Differences .

By Type of Control

! o "

' ', g t
 36% foo—J Public .
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. Table II - 2

Revenue Distribution and Growth

By Tvpee 6f Control:
“Pub. ic
Tt om/Fees
Ercrmemant
Gifiss
Gow %
Ac:: Zv,

Indes zaent
Tyt in/Fees
Erdasmant
G~

Gov i

Au:c Serv.

Religious
—jui?ion/Fees
Endoument
Gifts
“Gov't.

Aux Serv.

‘By Type =F Instruction:

- Academirz
Tuitoon/Fess
Endowment
GiTEs
Gos't.

- A Serv.

Utititarian
TuFtion/Fees
Endowment
Gifts
Gov't.

Aux Serv.

General
TuTtion/Fees
Endowment
Gifts
Gov'%.

Aux Sarv.

41

% Change from

% z % Initial Year - .
1967 1968 1969 67-68 68-69
15.3 15.4  16.5 .6 7.1
.2 7 .6 250.0 -14.2
.4 .8 5. 200.0 -37.5
57.6 56.8 58.0 1.3 2.1
21,1 21.2 ° 20.8 4 -1.8
45.4 46.5 47.6 2.4 2.3
8.7 9.0 8.8 - 3.4 - 2.2
10.4 10.7  10.4 2.8 -2.8
2.2 2.0 2.5 9.0 25.0
24.7 23.5 22.1 4.8 - 5.9
44.1 42.0 - 41.4 5.1 - 1.4
‘4.4 - 5.1 5.4 15.9 5.8
11.5 11.8 14.1 2.6 19.4
2.7 4.9 5.6  81.4° 14,2
30.5 28.5 26.2 - 6.5 - 8.0
42,7 - 43.2 44.3 1 2.8
g4 8.4 885 0.0 . 1.1
10.8 11.4 10.2 5.5 -10.5
- 8.8 8.4 9.4 4.5 “11.9
24.8 24,2 - 23.0 Z.4 -4.9
25.9  26.1 .- 27.8 .7 - 6.5
3.7 4.4 - 4.2 ~18.9 - 4.5
2.3 2.4 3.2 4.3 - 33.3
35.9 34.8 35.9 3.0 3:1
18.8  19.3  18.4 2.6 -4.6
35.6 35.2 35.2 - 1.1 0.0
3.1 3.8 3.8 22.5 0.0
- 8.0 8.2 9.3 2.5 13.4
19.3 20.5 21.0 6.2 2.4
. 28.6 26.5 ~ 24.9 7.3 -6.0
1041
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Table IT - 3

Expenditure Distribution and Growth

% Change from

Aux Serv. 21.

% % 4 Initial Year
1967 1968 1969 67-68 68-69
By Type of Control:

Public
Instruction 36.2 37.7 37.7 4.1 0.0
Facil 0 & M - 10.5 9.7 16.7. - 7.6 10.3
Admin. 13.8 13.0 13.0 - 5.7 0.0
Stu Serv. 3.1 3.4 2.8 9.6 -17.6
Aux Serv. 19.0 18.2 16.9 -4.2 -7.

Independent -

Instruction 25.9 26.4 26.5 1.9 .3
Facil 0 & M 12.1 11.5 11.6 - 4.9 .8
Admin. 18.0 18.1 18.6 .5 2.6
Stu Serv. 2.7 2.6 2.4 3.7 - 7.6
Aux Serv. 21.1 20.8 19.9 - 1.4 - 4.3

Reiigious . -

““Instruction 27.8 26.8 26.4 = 3.5 - 1.4
Facil 0 & M 10.5 10.1 11.0 - 3.8 "~ 8.9
Admin. 18.0 17.7 17.8 - 1.6 .5
Stu Serv. 2.4 2.3 - 2.6 - 4.1 13.C

~Aux Serv. 22.5 21.4 19.6 -4.8 - 8.4
By Type of Instruction: ' g

. Academic _ : C L S '
Instruction -27.8 27.9 27 .4 3 =1
Facil O & M - N7 11.0 11.1 - 5.9 '
Admin. 18.5 18.8  18.8 1.6 0
Stu Serv.’ - 2.5 2.5 2.3 0.0 -8
Aux Serv. 199 16.2 20.1 -18.5 - 24.

‘Utilitarian : : . , o

- Instruction . 35.7 © 36.2 36.0 1.4 . - .
Facil1 0 &M N3 10.6 2 11.5 -6,1 - 8.
Admin. . : 13.1 13.7 4.4 4.5 5
‘Stu Serv. R 2.6 2.8 . 2.0 7.6 -28,
Aux Serv. N .. 22.4 22.1  20.0 -1.3. =9

General ' -
‘Instruction - 27.4 28.2 28.5 2.9 1.0
Facil 0 & M . - 10.8 10.4 11.0 - 3.7 5.7
Admin. ' ' S 17.4 16.1 16.3 - 7.4 1.2
Stu Serv. 3.1 3.0 3.1 - 3.2 3.3

5 18.8 16.8 -12.5 -10.6

Q o '. o .;: , iAj?()zzA

R=2-3-1"-X

= por
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Table II -~ 4a

Revenue Distribution -~ Supporting Data

1967 1968 1963 , 1967
ALL SCHOOLS | o INDEPENDENT

- # 31. . 31, 31. ' 14.
Tuition x 35.4  35.4 36.2 . Tuition 45.4
/Fees . 18,71 = 18.64 - 18,61 . [Fees 17733
o= 3.36 3.35 3.34 . 4.63
31, 31, 31. o ' 14.
Endowment . 5.0 5.4 5.4 . Endowvment 8.7
6.92 6.91 6.97 o 8.60
1.24  1.24 1.25. . 2.30
. 31. 31. 31. , ' T 1l4.

: - 7.09  6.84 6,92 S ' . 5.74 B
1.27 .23 .12 - | . 1.53

PUBLIC : ' - © . RELIGIOUS

195 10. . 10. . | : T

 Tuition, B 5T Bt & 2 Shaatngs | rr- RN - Tuition, ... 44.1 -
Ive es\ 6.28  5.55- 5.82 T Feed™ ey

. 10. 10,  10. - . B

Endowment .2 7 .6 ‘Endowment = 4. 4»;

‘ ©10. 10. 0. 7.

103

43

14,
47.6
17.52
4.68

1401
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Table II - 4b

Revenue Distribution - Supnoriing Data

Type of Instruction

on——  SSCc—

_ 1967 1968 . 1969 . 1967 1968 1969
ALL SCHOOLS _ ' " UTILITARIAN | |

31. 31.- - 31. ' 8. 8. 8.
35.4 " 35.4 36.2 - Tuitiohf?ees 25.9 26.1 27.8
18.71 18.64 . 18.61 ' ' ‘ 27.12 27.18 25.53
3.36 3.35 3.3 . ' 9.59 9.61 9.03

TuitiOn/Feeé

Qan

. 31. 31. 31. | 8. 8. 8.
Endowment 5.0 5.4 5.4 - Endowment 3.7 4.4 4.2
6.92 6.91 6.9 : 8.16 8.62 8.55

1.246 1.24 1.25 R - 2.88 3.05 = 3.02

Gifts: - - - 7.4 7.7 28,0 . .- Gifes ;o 2.3 2.4 . 3.2
R 0 7.09 .6.84  6.92 L U 448 448 5.2
'1.27 - 1,23 1.26 . ' . 1,59 1.58 . 1.85

. ACADEMIC = I © GENERAL

: - 10. - 10000 C 16, L S 13,00 a3, 0 13,
Tuition/Feea 42.7 43.2 . 44.3 . Tu1t1on/Feé8"‘35;6?5va35,2 T 35.2
‘ 13.86  13.81 = 15.79 S fFeR8 140050 13.67  13.98
.38 4.37  4.99 s T .. 3,907 . 3.79 3.88

‘ -10. .- 10. ‘10, - L. e T 130 130 13,
Endowment =~ .= 8.4 8.4 - 8.5 . - Endowment 3.1 - 3,8 . 3.8
. o 8.70 1,23 '8.39 - . e 3,11 3,74 3.76
2.75. 2.60 . 2.65 ' L . .86 104, - 1.04

} .10,  10. . 10. S 13, 13, 13,
Gitts 10.8 11.4 -10.2- - . . Gifts . A, . 8.2 9.3

6.26 6.81  S53.4 L 757 6,36 7.3Z
1.98  2.15 . 1.85 o 2,10 - 1.7% - 2.08
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ALL SCHCOLS

Instruction

QI

Administration

PUBLIC

Instruction

_Administratidn |

INDEPENDENT _

Instruction

Administration

1967

31.
29.7
9.71
1.74

31.

16.7

4.52
.81

10.
36.2

13.08
4.14

10.

13.8 .

68
1.48

14.
25.9

- 6.65

1.78

14.
18.0
4.42
1.18

RELIGIOUS

Instructioh

Administration

- W N

W~

—_ PN\ -
::.O\'C 4
NOO-

Table II - 5

45

Expendifure Distribution - Supporting Data

14, -

CONTROL -
1968 196¢
31, 31.
30.2  30.1
9.45 9.08
1.70  1.63

31. 3.
- 16.3  16.6
4.14  3.75
74 .67
0. 10.
37.7 37.7
11.73 10.73
3.77  3.39
0. 10,
13.0. 13.0 -
2.85 2.51
.90  .7¢
4. 4.
26.4 26.5
. 6.24 6.28
1.67 '1.68
SRt ,
3.1 18.6
4.46  3.35 .
1.19 ..90
7. 7.
26.8  26.4
3.85 = 3.68
1.46 1. 39
. 7‘0. : 7 °
- 17.1 - 17.8
. 1.66 0 .2.14
.63

.81

3105

. ALL SCHOOLS

"~ Instruction

@A

Administration

. ACADEMIC

Instruction N

Administration

UTILITARIAN

8.
35.7

15.11
5.34.

" Instruction

Administ%atibn'

GENERAL .

Instruction

AdminjstratioﬁN

INSTRUCTION

1967

31.
29.7
9.71
1.74

31.
16.7
4.52

.81

10.

27.8.
6.73
2.13

10.

18.5 .

4.57

1.44.

8.

13.T
‘2.18
Y A

3.
27 .4

6.00
1 66

73.
17.4

. 4.55
1.2

1968

31.
30.2
9.45
1.70

- 31.
16.3
4.14

74

10.
27 .9
6.11
1.93

g ]0. .
.18.8
4.54
1.44

36.2
14.06 -
4,97

13.7
2.62
.92

13.
.28.2
6.89

1.91
130
16.1

3.70
] 03

1969

31.
30.1
9.08
1.63

31.
16.6
3.75

.67

10.

27 .4
- 5.40
1.7

10.
18.8
3.28
1.04

36.0
13.38
4.73

4.4
©3.07

1,09

13.
28.5

. 6.94

1.93

13.
16.3 "

- 3.77

1.05
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Far fewer conclusive although much stronger resuits were obtained when
tests for statistical significance were applied to expenditure distrib-
utions. When divided according to type of control, expenditur=zs on In--
struction varied significantly for all three types of schools. Public
schools put significantly more of their total expenditures toward In-
struction (36%? than both Independent and Religious schools which put
approximately 26% and 28% of their total expenditures to Instruction
respectively. When divided according to type of instruction, all three
categories of school also vary by statisticaily significant amounts

in their allocations %o Instruction. Utilitarian schools spend approx-
imately 36% of total expenditures on Instruction while Academic and
General institutions spend approximately 28% and 27% respectively on
Instruction. These differences are the likely result of the distrib-
ution of Public and Religious schools within the Utilitarian and Gen-
eral categories. Another slightly less strong, though stiil statisti-
cally significant result is that expenditures on Administration tend

to be higher at Academic institutions (19%) than for all schools con-
sidered as a group. Supporting data for these vonclusions are pro-
vided in Tabls II - 5.

B. Revenue-Expenditure Growth

Is the financial problem of institutions of higher education more one of

Tagging revenue or uncontrolled expenditure? Obviously the two pfob1ems .

are related, however, 1f a practical solution to the current funding crisis isto
be found, this issue must be considered. The data presented in Table II -6

do not answer this question, but they do provide a perspective on the

growth patterns of both revenues and expenditures for all of the schcols
considered in this study. The schools are divided first by type of con-

trol, which is important to the consideration of revenue growth, and then

by type of instruction, a consideration of importance for expenditure

growth.

. 106




47

Aap £q opLALp “2#) Jedf ;Umpgmm.&m>o mmmmsucp mxzp*vcmaxw wmmgm>¢
(0L Aq aplALp °l#) JeaA J2}iJed JDAD 2SEIUTUL ms=w>m; abeasay

uoy3nyiisup o adk) Aq ‘69-8961 Pu® 89-/96. ,mmmmmgugh saJng Lpuadx] pue anuaAdy .u mpam»

\,IO. ....oJ:u s .I.ﬂrv:.”. Gl.“n.. H\ ez 5 > ri\ .-“ N 0
SREAT aY7v YN TeLs w* LS R
R R R ¢

‘L L G R (254 °

NP 9 65 570 EY £e2T oG R L | (3A0qe) IR

Lece 10} SERYA LI AL L ST R At S A S SR NN

57T *591 05 i . e 54T LI 5 - o o L ean

QN ’ 'h . ..1\8. .AV.N. LY (A .).v... ﬁ.: [ et ) ’ . o * 4
. - 1 LB [ H ! . 1

S ll‘ll‘lll . ——————

SNOIOT T3 INIGNAJIONT - Ee WIO0L

Cenw  7eCt Do GoLE  GUZe_ ©°D Ty A a0 S S, [t s S 00 £ SR Ak

Zer. 9%59 GG 1°401 €°22 a°0 geze ac*¥w L% Z*sg g'gy  °C

“gnT  *3Q1 _ *U “on]  *GEL e T A I A «j71 _*LEL _* .
QMH BM lL. '.ﬂw ow er ) -.»ﬂ.,.lnn OMI- Q.M. oo..».\.\l\ oﬂm OL V4
552 29y Ul 6°5€  (-i¢ oG LT Gegr et 5 9T i°1¢ "3

2°2% _9°991 G0 0°C1T__%*&S  5°0 Tt S A S 165 Szl 0L

*211 °1 51 221 eazl oy el 16T °C o1l *THI .
°€1 ..°£l g, . Te . . "0 *nT . *T o °TL °lE. :

RRELER - Wi Y ET AL AR .. Wil
69-8961 89-L961 69-896L 89-/961  69-896L <9-L961  69-896L 89-961
. e

Aruitoxt provided by Eic:

E



48

C. Measures of Financial Heal*h

A simple comparison of total revenues and total expenditures at most
schools will lead to the conclusion that higher education is indeed in
serious financial trouble. As has been reported in several studies,
many schools currently are runvir j a deficit, while many of those still
in the black are headed for trou.:e. ‘he financial health of an insti-
tution may not be best measured by %ihiis simple comparison as the deter-

minants of both revenues and expenditures remain hidden within compli-

cated accounting procedures and a maze o7 funds and transfers.

CRA methodology prefers to compare total current expenditures with

total annual revenues, the assumption being that a school in serious
financial trouble 1s one which cannct meet current operating expendi-
tures with total revenue. The difference or the margin by which current
operating expenditures and revenues are met or surpassed has been termed
as the "gap," normally computed on a per student basis. Another way of
representing this same indicator of financial health without involving
student count is to compute the revenue/expenditure ratio which is a
comparable statistic for all instituticns. Table II - 7 presents data
on three measures of financial heaith used in this study: gap, gap per
student, and revenue/expenditure ratio.

With these measures of financial health, it is possible to spec1fy cer-
tain institutional and financial characteristics wh'ch-are indicative of
various degrees of health. Applying the test for ..atistical signifi-
cance described in the introducﬁion, several relatively strong indicators
were determined and are summarized in Table II -~ 8. Though not perfectly
applicable to each and every institution, these indicators uescribe a
general pattern of characteristics of schools in poor financial condition
as well as those in robust heaWth
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Of the three measures of financial health examined, the revenue/expenditure
ratio has proven to be the most useful in determining the financial situa-
tion of a school. Four categories of financial strength based on revenue/
expenditure ratio were developed and are expressed as a percent on the
following table {£99%, 100-104%, 105-109%, and 110+%). A school with a
revenue/expenditure ratio falling within the first group is considered to
be in serious financial trouble (current operating expenditures exceed
total revenues). Schools with ratios failing within the next two categories
are in fair financial shape, however, their future financial '
strength can be considered as somewhat uncertain. Schools with
vevenue/expenditure ratios greater than 110% are considered to be in excel-
lent shape. ' :

Table II - 8 presents a 1isting of the significant characteristics of finan-
cial health based on the revenue/expenditure measure. Though seven charac-
teristics are listed, each with data on the four categories of revenue/
expenditure included, the characteristics are not indicative of each R/E
category or level of financial health. In sum, the financially marginal
schools (i.e., those with R/E ratios less than 99%) are characterized by
smaller enrollments, low teaching loads and class sizes, and relatively
heavy dependence on tenured staff. They also tend to be those which allo-
cate relatively Tess of their budgets to instruction and more to student
aid, public service, and research. The "affluent" colleges {i.e., with
operating ratios of 110% or higher) demonstrate opposite characteristics
and, in addition, show relatively low participation in Federal studsnt aid
programs, tend to accept virtually every applicant, have comparatively Tow
SAT score averages, and have low costs per credit hour.

o Ao AL N . e A < o £ T

JUSSEE SN

e e A e o 1 ey emndm i 2 o m e e e
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D. Instruction Charactaristics and Costs

A rniumber of cost factors related to instruction expenditures were consi-
dered in order to establish more precisely the specific components of
change and the impact which eac!i has had over the three year period of
the study. They were: :

- average faculty salaries
- average teaching hours

- student/faculty ratio

- class size distribution

The summary of data on these different factors is presented in Table II - 9
and II -10. ' ' :

E. Federal Student Aid

Data were collected on the total amount of federal student aid awarded’ _
as well as the number of awards made under the College Work/Study Program,
Educational Opportunity Grant program, and the National Defense Student
Loan Program. These data were aggregated for the schools according to type
of control and type of instruction to provide part of the background fer
analysis of the budget data and cost data. Regression analysis and
analysis of variance were two techniques used to explore the relationship
between federal aid programs an¢ budget allocations in order to determine
the impact which the aid programs have had on internal resource allocations
at these schools. Though only the data summarizing the federal aid programs
for the basic typ2s of schools considered are presented in Table Ii - 11

the next two chzpters document the statistical conclusions of these -
analyses in more ¢=%ail. :

112
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ITI. REGRESSION ANALYSIS

A. Appreach

In the usual regression analysis we seek, at Teast implicitly,

to estabiizh cause and effect relationships. "Thus, for example,
the terminciogy. "dependent" and "independent' . variable. For
purposes of p071cy—mak1ng we are not so wuch interested in cause-
and-effect as we are in establishing joint relationships (or
sccurrences) amony variab]es. ‘

To be specif1c, we m1gnt wish, for example, to def1ne oo;ect1ve1y
a colilege’s need for financvaa aszistance. .We cannot simply ask,
however, because colleges may not be alt ogether obiective about
their nﬁeds, especialiy where funds are allocated on the basis afj
need. " Suppose, however, that we can idantify some variable wii
appeavrs. to move simultaneously with "need" {which we are free to

. define as we piease) but which iz essentiaily beyornd the cont'fo1

of the college (or at Teast its definition and mzasurement s
beyund the college's control). "Enrollment®, a‘though admitting
of some varia;1on in def*n1t1on, is-a good @xample of such a .
var1ah1e. : , _ ,

S th1s study we use regression anaiysis 4o @e11 ‘us’ wh1ch varis

ables seem to move simultanzously. Thﬁ purpose iz to develop
a background for policy formulation. The approach i3 substan-

S tiaily more #xp1ora tory than the mathemztical statisiician would -

care to endorse, since we will be testing hvpothe @S - &”d search1na
vor new ones at *he same t1me.

The fechﬂvque of atepw1se regfnss1on [2 p. 427 is useful in this

" approach, since it offers precisely this type of systematic

exploratory capability. In this approach it is hypothesized that

‘the "dependent® var1ab1° is correlated with any number of possible

"indeperident" vavriabies. The computational procedure selects that
variavle first which is most closely correlated, then the second

is chosen such that the two together are the most closely muitiply-
correlated w1th the dependent variable, and so forth

Exhaustive examination of all the possible functional re!au1onsh1ps
among data collected for The Cost of Cullege study is beyond the
scope of this study. Indeed, this study, concentrating resources
as it nas on the co]Tec+1ng and validation of data, leaves little
room for amalysis. The 1nvest1gat1ons described here are extremely

limited and serve only to 1nd1cat&:§é§ ible directions for further study.
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B. Results
1. Cost of Instruction per Student (CIPS)

In order to focus this limited analysis, we have concentrated our
attention on the single variable of most interest in any analysis
of the cost of college, viz., the instruction cost per student year.
The CIPS is, of course, the principal element in any model which

js set up to project tctal costs of college.

Three sets of ralationships, invoelving nine variables, were
developed. The objective was to narrow our focus to those vari-.
ables which seem to move in a functional relationship te instruction
costs per student. '

The d~pendent variable, per year student instruction cost, is ob-
taine. by dividing instruction outlays (see Part I) by
enrcllment. Trare are obviously a great many alternative formu-
Tations whic uld be evatuated. Any of the other nine expend-
itures items could have been included, for example. But since a
detailed step-by-step analysis is beyond the scope of this study,
we chose to concentrate on cnly this variable.

CIPS was regressed on three sets of variabies. The results of
these computations are given in vable IIL -1, below. Although the
introduction of successive independent variables does not result
in any startling shifts. each stap is presented for the sake of
comparison. '

The first set of relatiorships gives the best "fit'". ‘More impor-

tantly, it summarizes in -one equation the impacts of those variables"

which are most closely correlated with the instruction costs of
college. : o

As Table II1 -1 makes clear the cost of jnstruction seems to be most:
closely associated in average SAT scores of colleges' entering
freshmen. This cost séems to increase one or two dollars for
every point increase in the SAT average. : :

We might, of coursec, expect SAT's to correlate well with costs in
the absence of any adjustment for public vs. private control; the
Tatter tend generally to cost more and to attrect the better -
qualified enrollees. The first two equation sets, however, in-
clude & dummy variable which corrects for the public-private dis-
tinction. The conclusion is that SAT can stand alone as an impor-
tant cost indicator. Type of control is the next variable of
interest, here using a public-grivate dichotomy to assign a dummy
value. Again referring to equation sets one and two the com- -
puted ccefficients suggest that the cost of instruction is approx-
imately $300-400 higher in public schools, a conclusion which is
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First Equation Set:

i

C = -100 + 1.74X,
Ak

C = -488 + 2.37X,
**x

C = -493 + 1.49X,
Jeik

C= 272 + 1.34X,
Kk

C= 292 + .94X

sk 1

C= 154 + 1.00X

*x 1

Second Equat’on Set

c = -101 + 1.74X]
. ek

C = -488 + 2.37X]
. - ' ok
Yok

C = 266 + 1.60X

*x |

C = 286 + 1.05X

Kk 1

C= 206 + 1.08X

*x 1

Third Equation Set:

C = -604 + 2.71X,
R
C = -216 + 2.19X,
**
C = -54 + 2.03X,
Yk
Q
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28458X,
Rk

212X
*x 2
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0.33X

wx 3

498;
e

*x 3

478X2 + 0.31X
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- 93.1X

¥ 4

368X, + 0.25X., - 131. -
I5Kp ¥ 0,20K3 - 131.8%,

19X + 0.29X
4** 2 Kk 3

A19%. + 0.27X
Cax 2 % 7

398X, + 0;25X7
| ek

291X, + 0.22X,,
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318X, + 0.23X, - 132.8X, + .07X. + 26.5X.
Ak 2 **'.7 ‘;1*5 8 4 v X5 2** 6 -
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- 123.1X
Tt

- 91.9X
Jok 4

- 137.6X
Kk

2853X, - 3. '
8534 - 3.75%
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Tab?e'III'~ 1‘(Continués)
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.06X
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;25X5 +»46.6X6

07X
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5
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.330
.443
.654
712
.768
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.738
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Average value

in equation set:

1 2 3
Where C = CIPS . 775 775 785
Xy = Average SAT's of entering freshmen - 504 504 - 513
X2 = Type of control: Pu@]ic =0 L
Private = 1 ~~ -- X
X3 = Tuition and fees per student | 1097 X X
5<4 = Enrollment {1n) | - 7.20 7.20 - X
X5 = Average faculty sa]ary . 9919 9919 X
Xé = Religious control: Religious =1
Nonreligious = O ~- -- X
X, = Tuition and fees less student aid | X 927 X
X8 = Federal student aid/total expenditures ' X X .043
X9 = Average clsss size _ ' X X _.21.8

" Table III - 1 Cost per Student Regressions,

* indicates coefficients with t-statistic which is significant »t the .05
level of confidence. ** indicates significance at the .01 levei. Each
school-year combination is treated as an independent observation. ~ Relaxing
of this assumption (thereby reducing degrees of freedom by two-thirds)

does not affect significance results as shown in the table. Source for
these and other regression -results-is the computer printout Stepwise
Regression Analysis, CRA. :

O
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supported by results noted in Chapter II showing that public
schoois allocate a high proportion of their budgets teo instruc-
tion.

The next variable relates tuition income to instruction custs and
suggests that about 30¢ of each additional doilar of tuition income
goes for instruction. The corresponding variable is modified
slightly in equation set 2 to reflect "net" tuition, i.e., tuition
Tess student aid.

The fourth variable, enrollment, tests the widely accepted assump-
tion that higher enrollments result in lower per student costs.
This assumption is supported by both equation sets. The computed
coefficients suggest that instruction costs decrease $12 per stu-
dent for each 10% increase in overall enrollment. ™ '\gar1thm1c
transformation of enrcliments reflects our intuitive ’'- :iing that
"diminishing returns to scale” will be encountered as enroliments
grow; 1i.e., that in growing from enrollments of 1,000 te 2,000 we.
realize graater savings per student than in growing from 9, 000 to
10,0C0. This result apparentiy supports the conclusion nade else-
where, that increasing sjze implies increasing efficiency [3, pu.
67-68]. We do not, of course, know whether the logarithmic form
is the best or even better than, say, a 11n9ar form.

Average faculty salary does nct appear *o pe c1ose1y assoc1ated
with costs per student. Both equation sets suggest that a $1000
increase in average faculty salaries will increase instruction
costs about $60, a relationship whicn would indicate a student
faculty ratio of 17:1. :

Finally, religious affiliation seems to have little relationship to
costs. It appears reasonable to assume that most effects which '
t.1ight be associated with religious a. “filiation are already subsumed
in the public-private variable; i.e., religious-controlled schools
are not unlike other pr1vate schools.

Before going on to a d1scu<s1on of the ‘third eqguatiun set it would.
be we.. to comment further omn these results. The relatively minor
change in the tuition variable generated relatively 1ittle change in
coefficients cxcept for that associated with the "public" variable.:
The two are, obvisusly, correlated and. tuitions might better be
omitted in future work. .

Second; a]though-SATfs seem to be a good cost indicator, we note

tha® the addition of other variables rather consistently diminishes
their relative importance. It may well be that SAT scores are effec-
tively proxies for cther unexamined variabies. We suggest that fur-
ther ana.ysis ‘is appropriate, but mes—+hile hold to the - iew that
SAT's have proved out sufficiently to ATy their use in policy
planning.

The viird equation set supports the other two in terms of the ‘impor-
tance of SAT's as a cost-associated variable. The introduction of
a "federal asc istance" variable is intended to explore directly the
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cost impacts of federal assistance. The hypothesis is that the
availability of federal assistance will tend to increase outlays
on instruction. The hypothesis is not supported; in fact, the
opposite appears to be true. The coefficient suggests that a one
percent increase in the proportion of total expenditures derivec
from federal sources results in a $28.50 decrease 1in instruction
costs per student. Such a finding is consistent with the hypo-
thesis that rFederal assistance programs (presumably by providing
the academically less qualified with education opportunities) are
generating demands on the c-1leges which are forcing them to
divert resources away from their principal mission. There is ob-
viously a great deal more research required before this hypothesis
can be fully supported, however.

Finally. class size appears not to be an important cost deter-
minant. Not only is it not significant statistically (although the
sign is in accordance with expectations) but the total impact on
costs over any plausible range of values which average class size
might assume is small.

A fourth set of relationships has been examined to separate effects
of type of control and year, especially as we might suppose there
to be interactions among the two. The approach essentially dis-
tributes variation in per student instruction costs among a set of

61

nine dummy variables representing tvpe of control-year combinations._"

The independent variables are dummy variables. The per student
cost c{j in the i th year and the jth type of control is §§sociateq 
with an independent explanatory variable Vij such that_vij =1
where the subscripts match ihose of the cij‘s and v,

matchiig subscripts¢ In this crude form na significant relation-

= 0 for non-=

ships emerge (R2 = .238). The computed values are, however, used
to show cost trends by type of control in Part 1. o

2. Cost by class level.

Most cost models assume that upper division and graduate enro11-
ments will generate more costs than Tower division enrollments.:
This hypothesis can be tested by examining the model C

=2 +
C o a

T 1FR + 8,50 + agiR + 3,SR + azGR

where C; = total expenditu.-es

FR = freshmen enrollments
SO = sophomore enrollments
JR = iunior enrollments

SR = senior anrollments, and
GR = graduate enrollments

The coefficients produced are sonawhat implausible and further
work is recommended. AP '
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3. Administrative costs per student

While the analysis of Section 1 concentrated on instruction cost
per student, most models also incorporate parameters for projecting
costs of adm1n1stration separately. In our opinion the principal
independent variable for computing administrative cost parameters
should be instruction cost. However, other relationships can be
expiored directly, viz., public vs. private, enrollment {1In), total

‘expenditures, and refigious vs. non-religious.

The computed equation- incorporating these parameters is:

Cp = 2952 - '|-87X.I - 375*2 + 0.077X3 - '|'|3X4

where CA.- administrative'costs per student
public/private dummy variable
X, = enrollment (1n)
3 total outlays, and
| g = 2 religious/non-religious dummy variable,
in order of their insertion in the estimating equation.

>
-
]

X X<
) ]

‘The public schools evidentTy spend $187 less per student for admin-

istration than do the private schools, a result which is in accord

with the earlier finding that they spend substantially more on in-

struction. Tke "economies of scale" hypothesis, reflected in the
enroliment parameter, is more strongly supported in the case of
administrative costs than for instructional costs. The computed
parameter indicates that each 10% ircrease in enrollments will be
accompanied by a $35 decrease in per student costs of administra-
tion. ‘

The third computed parameter shows that an increase in total out-
Tays of. say, $1 million produces an- increase in per student costs
of administration of $77. Total outlays includes expenditures for
every purpose so that higher total outlays per student will re-

flect expenditures in non-instructional areas, e.g., student aid,

public service, rnsearch etc. The cost of administering these
programs will show up in the form of higher costs of adm1nistration
per student.

Finally, Pe11g1ous schoeis' costs of administration per student
are about $113 less than those of the non—re11g1ous, possibly v 2-
flecting the value of contributed services and lower czaiaries in
the adi. wistrative aceas.
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4. Summary

The most persistent factor to emerge from this enalysis is that the
better qualified the students, the more costly their educatieon. Such
seem to have been the priorities established by higher education;

whether this set of priorities is appropriate or not is another question.

To summarize the coefficients, other things being equal:

--a $1 increase in the cost of instruction per student LIPS)
seems to accompany a one point increase in-average Shi's;

~-public colleges’ CIFS is $300-400 greater than that of private

. schools';

-~there are significant returns to scale, amounting to a decrease
of $12 . CIPS for each 10% increase in total enrollment;

--for each doliar increase in tuition, 25-30¢ goes into CIPS:

--religious schnols' costs are not significantly different from
other private schools'; :

--there are significant returns to scale in administrative costs:
a decrease of $35 accompanies a 10% enrollment increase;

--costs of administration per student increase $77 for each
$1 million of increased outlays.
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C. Policy Considerations

An issue often raised in reference to policy questions concerning financial
assistance to -institutions of higher education is that of the efficiency
of schools in handling their financial affairs. It is often argued that
poor fiscal management or inefficient administration is a primary cause of
high cssts. Part I has shown, however, that some schools, by the very
rature of their instruction and the clientele they serve, are "high" cost.
The nroblem facing policy planners is that while it is undesirable to support
costs which are the result of pcor management, a school which is higher
cost due to its particular characteristics may be deserving of federal

aid, bzcause its management is good and its costs are lower than at

other cemoarabie institutions. Some schci :1ith lower costs, on the
vther hang, may actually suffer more from . . efficient management

than schouls with costs twice as high.

Several studies, and unfortunately too many aid schemes, rely on an
overly-simplified measure of costs which does not resolve this issue. The
mean cost for a group of schools 1is computed, and then schools with

costs falling above the mean are considered "high" cost and those below
the mean, "low" cost. Quite clearly this division does not reflect

any clear measure of efficient managemeént, and as a policy guideline,

is very decaptive.

Two key measures of cost considered in this study are instruction expendi-
tures and administrative expenditures. By taking into consideration the -
various cost-generating factors at schouls, regression aralysis permits the
policy planner to determine more precisely whether costs at a giver ' :hool
are high or not. When the regression calculations are used to estim-.e
costs based on the given characteristics of a school's operation.

a simple _omparison between the estimated cost and the actual cost shows whether
a schooi is more expensive than other schools with similar characteristics.
Tables III - 2 and III - 3 summarize the comparisons made to determine '
high cost schools using the regression sets considered in the previous
section, and those determined by the mean-high-low comparison. Comparisons
1, 2 and 3 present a graphic illustration of the differences between
estimated and actual costs. ' ‘

The regression sets did not include an exhaustive list of cost-generating
factors and as a result, several schools exhibit wider variation between:
their estimated and actual costs than probably should be the case. ,
~The direction of the difference indicated, however, would not probably

be changed. ‘




Schools Sampled

Tabie 2
Summary of Cost Comparisons
Adminisirative Costs Per Student

High Cost I.stitutions (X)

Méan«High-Low Comparisor

P

> > >R KX > KX

e
R
X

Regressionx
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Table 3

Summary »f Cost Comparisons
- Instruction Cost Per Student

‘High Cost Institutions (X)

{("@" indicates school was excluded from regression set)

* First* Second** Thi pd***

Schools Mean-High- Reyressi Regression Regression
Sampled Low Comparison egrgzi1on S SZt 9 Set

X X @

> > > > >
>
>

>
W XXX

W
o
= > X > >

X

KX > > XX ™=

S
o]
> >¢

*Cost factors considered: Pub11c—Pr1vate Re1wgious, Tuition, Average
Faculty Salary, SAT, Enrc'l‘lmen+

**Lost factors considered: Public-Pr-vate, Religious, “Net" Tu1t10n,
Average Faculty Salary, SAT, Eniollment. :

***Cost Tactors considered: SAT, Federal Ai., Average Class Size.
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"

IV. RESOURCE ALLOCATION ANALYSIS

While a wide variety of operational definitions has been associated
with the concept of resource allocation over the past few years,
this analysis focuses upon only one. The assumption here is that
"resource allocation” can be adequately represented by the distri-
bution of expenditures which was actually made. In order to place
all institutions on the same base. we have made extensive use of
percentage distributions of expenditures amorg various categories.
It is these distributions which are then analyzed statisticaily.

A. Budget Analysis

Since we wish to derive conclusions concerning resource allocation
tkrough analysis of expenditures, the manner in which we develop
expenditures data assumes a great deal of importance. It is easy
for the analyst to overlook the fact that the form of bud¢et/
expenditure classification may generate spurious indicators of
basic relationships. Thus, if a school, for whatever reason,
tends to maintain accountability in a fonn different than other-
schools, then its "differentness" may well be significantly re-
Tated to one or another of its other characteristics. In fact,

‘however, when consistent assignments of expenditures are made,

the school may be shown not to be statistically different from
others.

Since, in this study9 data were co11ected at the most detailed

level feasible, and hiave been entered in the file in such a way

as to preserve this detail, it is practical to reaggregate data
for all colleges in a var1ety of ways depending on the ana1y51
to be conducted, in a cons1stent manner .

Each such method of aggregat1on is referred to as a "budget .
type" ‘Within each budget type, we define several "budget items”,
i.e., the individual items among which the total budget 1, d1s-

. tributed. For example:

Budgct Txge Budget Item
. EXPEND : INSTRUCTION
- EXPEND - RESEARCH

REVENUES 130  TUITION AND FEES
REVENUES  ENDOWMENT

-— - -
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In order to obtain the desir~d classification of detailed expend-
jtures tor each budget type, a 1ist is provided to the computer
which relates detailed budget codes used in codifying data from
the colleges to appropriate items in the variously-defined budget
types. For example, the detailed code, 0204XXXX (Instructional
Salaries, Department Administration), may be considered as an
"Adninistration" expense for some analysis. ,

Consider the following table:

Buc'get Code Type of Budget
' EXPEND REVENUES

0204 XXXX : INSTRUCT -

072101XX - LIB & AV -

03XXXX21 ADMIN- -~

83XXXXXX ~- GIFTS

in which it is desired to categorize budget items for expenditures
and revenues. Code 0204XXXX is thus assigned to budget item
"INSTRUCT" of the "EXPEND" budget type and not assigned at all

to "REVENUES" budget type, since it is evidently an expenditure
item. 072101XX is assigned to budget item "LIB & AV' of budget
type "EXPEND". Finally. any detailed items coded 83XXXXXX will

be added into "GIFTS" in the "REVENUES".

Summarizing now in accordance with the assigned budget types and,
within those, by budget item, produces for each college a table -
of revenues, expenditures, and their respective percentage dis-
tribution by item. (See Figure 1.) It is these data which are
the subject of the variance analysis described below.

The expenditure categories* of Figure 1 are:

1. 1Instruction

2. Research - _
3.  Library and Audio-Visual
4. Facilities 0 & M

5. Administration

6. Student Services

7. Student Aid

8. Public Service

9. Employee Benefits

10. Auxiliary Services

t is important to note again}that these expenditure. budgets in-
clude only current operating expenditures. This choice was made-

- —— - - =

*Definitions are given in The Technical Appendix to Part I. The corresponding
revenue distributions are not used in this analysis. '
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in order to avoid problems associated with wide variations among
college accounting systems in their treatment of capital-related
expenditures such as debt service, transfers to non-operating
funds, and capital outtlays for new facilities.

B. Analytical Approach

The right-hand set of figures for Figure 1 shows the school's
expenditure distribution (i.e., resource allocation). The
hypothesis is that colleges which share certain characteristics
will tend tc allocate their resources differently than those who
do not share those characteristics. ATl budget categories must
be examined simultaneously for colleges with differing charac-
teristics since two institutions may allocate equal percentages
of their budgets to, say, instruction, while allocating signif-
icantly different percentagces to jikw»ayries ~r student aid.
Looking at instruction alone is not sufficient.

To develop the approach which we use to analyze budgets, con-
sider the distributions of expenditures for two colleges shown
in Figure 2. The first question of interest is whether the two
are statistically significantly different and, second, if so,
the difference be shown to occur simultaneously with other
characteristics of the colleges.*

The analysis requires that we construct from the revenue-expend-
jiure data a statisti. which corresponds to a theoretical statis-.
tical function which can then be used for tests of hypotheses.

To do this, suppose that the distribution of expenditures for

college A is given by Xys Xpao-oo Xgone X where the i's repre-

sent the expenditure categories nt Figure 1, and X is the percent

of total expenditures allocated to the ith category. Suppose:

further that the expected values of the x's are, respectively,

ey 82""’81""’em' Then the statistic

T 2
(1) Toxg - ey)

i €4

possesses a chi-squared distribution. Since we are concerned with
the distribution of expenditures. the xi's must necessarily add up

to 1.0; the distribution of (1) thus has m - 1 degrees of freedom.

While this is true for college A, we wish to exterd our analysié
to all dolleges. Since the statistic in (1) .can be constructed
for each of n schools, and since chi-square distributions are

- v - —— -

* Note that we avoid any implication of,attributioh. Thus we do

O not suggest that sUchrand—suchfdistribution-15."Causéd by" or is -
ERIC “"related to" any characteristics. : , _
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Figure 2. Sample Expenditure Distributions N

Solid Line - College A
Dashed Line - Coliege B

vadditive*, then .

where xij is the propdrtiohgbf its total budget expended on the
th co]legé, also has a chi-square distribution

with n(m - 1) degrees oc freedom. Since we dc not know the pop-
u1at1on values of the e's, we may subst1tute the means of the
's to obtain

,
(3) <= <M (x55 - %)°
Zj Zi %y

which is distributed chi-squared with (n - 1)(m - 1) degrees of

—— v o — - -

*If chi- ~squarey and chi- square2 possess independent chi-square
distributions with vy and v, degrees of freedom respectively, then
chi- -square; + chi- -Square, will possess a chi-square dis*rwbution

-with v. + v, degrees of freedom. 1, p.216
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freedom.**

This statistic is of limited interest. However, suppose we Sepa-
rate our sample into two or more groups according to some criterion
(for example, those for which aid accounts for more than 5% of all
reveniues vs. all others) and calculate (3) for each group sepa-
rateiv. We might hypothesize that colleges grouped in like charac-
teristics would tend to allocate their resources in roughly the

same way, i.e., that the quantities denoted (xii - xi)2 would tend
to be significantly reduced by such grouping.

It is obvious that the statistic in (3) can be computed for each
such group, and that it possesses the characteristics noted. What
we wish to ask is whether the statistic (3) is significantly re-
duced by grouping, i.e., we wish to test whether the chi-squared
statistics computed for groups is significantly different than
that computed over all observations taken together. It turns out
that each of the resulting estimates of chi-square can be compared
with the value of chi-square computed over the whole sample by
means gf an F-test, a test of the equality of chi-square statis-~
tics.***

Briefly, if the ratio formed by performing the operations noted

in the footnote differs significantly from one, then the hypothesis
that institutions in the separate groups being tested make signifi-
cantly different resource allocations is sustained. Table 1 gives

the computational tableau for testing two factors and their cross-

classifications.

The two-way classification is introduced in order to make our test
more sensitive to variations among schools. That is, the pattern
of resource allocation should become more homogeneous as we Sub-
divide our sample further. For example, schools with high average
SAT scores would tend (by hypothesis) to distribute their expend-
itures in approximately the same way. And schools with high
average scores and, for example, Tow dependence on tuition revenues,
would tend (again by hypothesis) to be even more homogeneous in
their expenditure patterns.

- - . o e -

**Chi-square is applicable when ité distribution depends on un-

" known parameters (means in this case) provided that the unknown.

parameter is replaced by its max imum. 1ikelihood estimate and one
degree of freedom is deducted for the parameter thus estimated.
[1, p.170] The variables x; must be normally distributed, an

assumption we will accept withdut testing although such tests are
available. _ ,

*hx Fo= Ul/vl_ has an F-distribution with vy and v, deqrees of free-
Uplvp

dom if U.I and U

» bossess chi-square distributions with Vi and v,

_degress of freedom, respectively.
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It is hypotheses of thece types which the statistics described
above permit us io test. From Tabie 1 we form the quotients of
+he mean-squares, with "Total!" mean square as the numerator. Sig-
nificant departures from 1.0 indicate that the corresponding
factor{s) do appear concurrently with “within group" homogereity
and "among group' heterogeneity of resource allocation.

The preceding discussion has centered around the analysis of
expenditures, i.e., of resource allocations. It is evident that
an analogous procedure could be applied to sources of revenue.
The difference between the state-supported and private schoois
obviously would be the Tlargest single effect. However, after
setting type of control as one factor, other factors can be ex-
amined one at a time.

One other possible line of inquiry suggests itself. Suppose we
wish to examine the more dynamic aspects of resource allocation.
Specifically, we might wish to examine the increase in total ex-
penditures from year-to-year in order to determine whether the in-
cremental amount is distributed among all expenditure categories
in the same manner as past expenditures or, indeed, among other
schools. In any case, the approach is similar. The examination
of both these 1a.ter facets is beyond the scope of the present
investigation.

With this note we can proceed to reformulate the basic hypothesis
which we wish to test. First, what are the impacts of Federal
student aid programs on institutions' resource allocations? This
question is reformulated to the somewhat simpler: do the Federal
programs have any impact on resource allocation? That is, suppose
we classify institutions according to some index of dependence

on Federal program aid. Can we show that they make differing re-
source allocations? The following section answers this question..

C. Results

‘For most of the selected cross classifications 27 colleges' data
were available, or 81 college-year observations in all. It is a
matter of some importance whether we regard the three years'
observations for each school as independent or not. The "strorg"
assumption is that years are independent, the "weak" assumption is
that they are not. The effect of making the weak assumption is '
that degrees of freedom are reduced by approximately two thirds,
with the result that computed F-ratios are rarely statisticaily
significant. The selected cross-classifications are given in

Table 2 and computations in Table 3. : '

The key variable used in analysis is total federal student aid

as a proportion of tuition and fees. The assumption 1s that to

the extent federal programs make up an increasing proportion of all

revenues received from students, institutions' allccations of resgqurces

will tend to vary. This assumption is analyzed in a variety of circum- .
stances in tests 1-5. Tests 6-11 examine in a number of other relationships
which might be thought to influence resource allocations. .
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Table 2, Tests 1-4, show that the Federal aid variable alone can-
not be associated with changes in the pattern of expenditures.
When cross-ciassified with other factors, however, (with the ex-
ception of year) it is shown to affect allocations. Collectively,
in fact, the first four tests show that varying dependence on
federal assistance coupled with any of the variables noted, will
be associated with significantly different resource deployment.

In fact, a very strong association between federal aid, enrollment
change, and resource allocations is shown by Test 1. This result
suggests that federal aid is permitting colleges to grow, perhaps
because federal assistance gives them more leaway in a11ocat1ng
their resources. The validation of such interpretations requires,
of course, direct examination of institutions' budgets.

The Tow F-ratios associat:d with the "year" variable strongly
support the views that expenditure distributions changed n@g11g1b1y
over the three-year period. This is not surprising, since there is
little to suggest that the whole structure of expend1tures is
changing markedly over t1me

Tests 5-9 show that contro], a1one; is not a strong indicator of
allocation decisions. This supports our belief that type of
control, although useful as an indicator of revenue distributions,
is of 1ittle use in the analysis expenditure allocations. Cross-
classification with three measures of student aid (viz. Federal

aid as a proportion of total outlays, student aid per aid recipi-
.ent, and student aid per enrollee) " produces barely significant
results. .

_The cross-classification of type of control w1th select1v1ty (as-
measured by Barron's Profiles of American Colleges) is the only
strongly significant statistic associated with control and sugges..
that there may be strong homogene1ty in expenditures patterns of
schools which are similar in type of control and selectivity.

A1l three tests in‘Which‘SAT scores'enter'are significdnt; SAT
taken by itself is significant in all three cases, and it lends

‘significance to variables with which it is cross-classified. When

.the significance of se]ect1a1ty, which tends to correlate well
with the SAT measure, is considered the evidence for simultaneity
of shifts in SAT levels and changing structure of out]ays becomes
very strong indeed.

D. Summary

The quest1on "Do Federal student aid programs have 1mpacts on _
institutions' resource allocations?" is answered in. the affirm-
ative. We must add, however that the impacts considered alone -
are fairly weak. It is only when we consider the interaction

of these effects with others that the impacts become statistically
measureable. The interactions, once effected, however, do pro- -
duce stat1st1ua1 reactions at a fa1r1y high 1eve1 of conf1dence
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Finally, the impact of student qualifications, as measured by SAT
scores, apparenily is strongly related to the kinds of budgetary
decisicns 1t makes. This result reaffirms the strong association
of SAT's with other college characteristics which was noted in
Chapter III. '

While certain general questions can be answered with the indicated
degrees of statistical confidence, the reader should be warned
that the interpretation of these results is by no means as simple
as the interpretation of regression analysis results. Analysis

of individual school budgets, or preparation of "average" budgets -

according to classification of the schools is required in order
to convert these statistical results into policy recommendations.

e e e R
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