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FOREWORD

Early in 1974. fhe three flat,. ssociationstepresentatiyeof public higher
ertucation in the United , s decided to cooperate in sponsoring a
meeting to reexamine the ase for tow- tuitior. public higher education.
because The-Amerkin College Testing Program in 1970 had sponsored the
highly siii.cisssfilll Invitational Seminar on Financing Higher Education and
was inteiested in identifying need.ed research in this area. AGT was asked to
iolio irl ttie sponsorship of this follow-up meeting

On February 14 1914. appioximatoly 1(J0 invited quests participated in an
Invitational Seminal. The Case for Low-ILI/1,0o Public Higher Education.
hiiti t. enfant Plaza Hotel in Washington. D C I he purpose of the Ikmtinar
..vas iii explore tt)-' intellectual arguments for the low-tuition principle lind
to identity possible future lines cat research into the economic. sot al. and
pthtical 4..oril.etioences of cnanges in current tuition levels

I no .win mn.al vvas not intended as :a fortrrrt for deflate of the issue of no tuition
vs low tuition vs ,high tuition Nor was it planned as a gathering of true
helivers wishing to give tstirnimer Most of the participants were
,uppoitiis of public, higher e,:tication determiner, to look critically at the
arguments both for and against low tri.dim and the assumptions and facts
tanding nehind those digionviits

A 'norther if paper, t afire out of the seminar It was discaded to COMIIInt
,0111. rt i:1,,,,t.papors with older useful douriments ()Tithe r:null(' silbll'01111(1

.1 orictlf.puhl.eati. there riuutit,,(qtrtgaS a useful rekbrenceresource
I rip, tilinlicatioli E kplorng (',ase for 1 bw ftfrfuarr in Pfloblir thtint.,
ti,,( 1,) iti ttlt ft.Stlif krVt tti it rt; ttl.tt you tin,: it hi ne useful

.1/thin t .1 Cik:azer
!clip! K thrat
.tan

V.;
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SOME INTRODUCTORY PERSPECTIVES ON LOW TUITION

Kenneth E. Young and Fred F. Harcleroad.

The low tuition principle has been one of the unique features of American
public higher pducation A number of European countries have free. but
highly selective universities Only in the Urtited States. however. has higher
education been ofte.ed with no or low tuition to a broad segment of the
Lot leqe-aqty population Although this principle is not much more than 100 \
years olti it has in effect rvolutiOniZeg college and university oducation. 1 ri
1900.-only 4 percent of the 17-22 age group Were in college. and only,38
percent of-this small select group of college and university students were in
public institutqns In 1973. attendance had risen to about 40 percent of the
i:ralege-acte qv OUP ar:d more than 76 percent of this larger group were
attending public institutions These extremely large increases have heen
possible bet.ause tuitions and fees were quite low and financing of higher

acc.epied by society as its responsibility baSica fry

throioll '3t.rite .end local clove, 'mien! individual gifts churches iff111

"ouritil,Aions.

LSq.riniri I r ,hont 196) however several forces came into play that
tir,,ft.fifqf S ticid4t4(Mal IOW -tilltilflf iltrNitif

,ilia required tfrs publit. aistittitt(nis. 0.10 never tUtdiCd
-i,1121) trian to increase sloWly 'after Wok Id War II and then even

el, if'. the lat 19h0s reaching 5388 by 1972

Nati,e',71 -aor afirnial intrvabort their efforts 10 obtain
'1Irtq.1 MOW Atfq()Ilf.;it ttlif".f.11 ,11(1 for 111StItlitiOtr-, ' a...1111)11

c' a t !+.( !.0)1,a. ,o1,1 t .a 1 -.0;4t).. 4- ..it r tAk.(/,-. .11
!P), etss.-.', ti.ttrp r,r t tl,st 441.,A reetitrt,ti, n ti'1r,

4 a _if v re.1,0,0
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1, t )1 I r-Of10 int te',1,-;1.11 att. rit t.h basic question of hrtailuttio
edia in

Pr Att. And. tit It't:V.,SitIt's1 teaSinilly C()11( f (,)Vt

, I i ,Ittiv),(11 tZ1 e.t )S14 .2) ()I4)vlelnlj tIllti(n) (bit) ht.tween publik: and
1,11,,atein.attlitiot.p. and the p.ropt.rtion totalenroIlments en

Pt 1.ate t ofltit, and iiiiivr.,ities even though their total enrollments
tt.h.t ontinueti III tir,tvii .

A linhin3.11. in of Pgfitriing budgets and disericharttment river campus
prompted .tat,' governors, and legisl.itnris to questron previous

!,iriling prat ?ices in education along with ,f.)thef areas

01114., And .TheCialitiltnest groups began to take an 'Wettest in the
in tinancing higher education proctor:trig a spate ot

,irT i,.It Nfs. la .,ttidie, arid spoof ic Lhoposalt,

itle I r flip( iirmrits to receive national attention was the Zacharias
propo!,,i1 of 1967 followed in hint Order by the Rtvlin report in 1969. a

t tht l not 4.conornic Cot Mee in Congress.- and many individual
attli much pople as G S Becker. Mary Jane Bowman. Allan Cartter
An' irt I taniet.e Ft A F reman Mylton Friedman. Joseph F roomful). W Lee
tatrwn Hobert W fiartm:rn Selma J Mushkin. June Q Nu,Il. Theodore W

hum,' Button A Weishrod and many others Most of these people ale
01"trinsf`.. mind fnAny then' proposed significant changes in the

nigher 1011CatiOn

ri.vaid H tit ?wen Grian(./0, tile Claremont University Center
to rine, "1,1( h .11 f subSequent development in his artic lei on F inanLing
fiirinti l 'tut .itiori The Current State of the Dehate An earlier publication

.1 1 it- Anit i4.,tti C:olietje i et-tiny Program hic- reviewed the main!
th. (1 en,tte (wet the f inancind of nigher education including

I It ( Iti,111)1(

One .011 1,ii I .

r r.fi I 14 i,jr i.f s,v, f fIfIal ()P11101.1lItrit ti,f,rh V1.111)11,4 tht
y 144.;'

AL; . 1< ,. r, e.y,e l a I Igtrl 11'.I'lfjo Plat) fur f f.cfr,r.s1 f irldf1( 1,11 Slipport for flu:Pier
f 11",,, A 1.4.1,0 1,0)4

ff,(1,10?, f (1,,c.rfrort fir Mt! t ItsrfetiNfarns A f..pnrflii
I int C.Inigiesi-, 111 trici Llnitetti :itatos; 1969

11 I ,f),Ors rt.irrer dug ,rfam iliff!IMOIV% ft), Ulf' f 4,11'itil
r , , PiI Tr,., Atil,ec Cothq tw,tali(; Pri)(it,)171 1,4%1i
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It,-n, "rid ct rds

Alternati, appiLiac.hes loans tat, credits institutional
it et),iit direut grant~ and 10r/ritic sttriti.j with sfates or various
;int linations of these methods

Most .1 the r .cen t discussion and many of these proposals have seemed to
.,tart hum the assumption that low tuition As outmoded. inequitable. or
telt essivii attention hay then focused on other approaches to financing
higher education It was for this reason that the seminar on low tuition and
this pub hcat ion came into being As F red F Harder oad Said in his opening
ridrks :31 the seminar

4 the National A-ism:Won of State Universities and Land-Grant
,mmttttoci that Mt' way things are gomq ni7h (rather than low) tuition

pahtu h101/' -hit 1,01 may soon he revarded as a major American social invention
And th.it I, why we MI are hefts We VOil 1 want that to happen At least. we
don t want it to happen accidentally or for the wrong reasi'.nS or as the result of

ti, ins tor lush" interetited grotipS

And Janus L l4ttiler Professor at the Center for the Study of Higher
Lnot.:aticm at !h. Universit of Michigan. subsequently commented that.
ttn lasun hiving to prove the' obvious is that the obvious has been

lit ifight oat. question

0,iph A Pi.hman Director of the Economic Studies Prograr» at the
igs Itpditiit ion put the issue of tow turtion squarely in perspective

Trie 'on 1.1mat is the ilistificirtn)fl for public support Of filgiler ed(ication9it
ti. .11. Ili Nt IC gal twilftits tti nigher educatic.m. there is no itistrficatiOn for public

Ni w I ree,onally think there are SOCIiii benefits to higher education just
.1, tr.. is- ,irc tr elementary and secondary education I don I think the

i.o when ttif ( rlig.atd lip to the acw of 18 My colleagues
iii,i ,;,1 led 'tut-that tilt qt. jPattiC1010/1 fur stopping at age 18 or 16 or 22

tiut to caution you that, once having said that there an-: public bertehts or
ruc.at ion I don t know how 'to measure them Anti what is

are. i f 1. tie -s to measure them because I dun t think they cari
of ff.1.t- O.-I I 1( t kotovid how you can eye,' measure soc h things as iinprovcd social

democracy better politicians whit ft is the kind of thing you talk
"I *via. y .1 talk ihout homitts ut volicatiur,

Despite Dr Pechman-s concern. tilted with the pr
Stephen B Withey. Program Director of the Institute
the University of Michigan. explored the question of

lems of measurement.
r Social Research at

sb la hen This in his

a
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011,i'l it Int `0'111111.ii Arid 41.1`11 hilly in his frook /./egrf?t, arrii Whati isoi, was apF1rgl,itnt`11
.111i,11 tly I 1,1.1.rii; C. `it .Ilit11)11 ,Pitt PAtritti I atitrniatt It) the hook thtes

.17.Pr, ' V %Lir ,ratia Professor at the Center tor the
if,v),! Slat+. lJniveNttv said A 1.1f qt.

hod., lt:t p. 41111.'1. t.1, t Iiilvittrtti that thwe .414' sot. hit t)rteitts Itiatrit t rtn
t' "'I rt'.0 , ciloc -,itic 111

"-I .1 .Pro i)itt itli it it Fiiations tor tn.' Amer ft an
A Itt it '.state Colleoes anti Itlivtit sitrtrti %Art tAt' In (Mir of the seminar

r

,ritt higher
#. ti-r.,1,.a 1., take tor grArittiiittIt.propositiuri That thtirt..ittiii.tirit

r ..,i rin tht,111(111;1,11.,1IS 14r,,

I1 >0,1, I In 4 1110,111.tF .51 ri 01)111111,1,
rt..... ty ,tIp! 1, !ti.ft ,!ii..t. hi .4 11,), ,itt

, 1 1..,:

n,}'; foll()wt..d thI5 deb.itt' .it 10Strly In R.,COnt yt 'Or 5 Artli

Fir r_ Hu.

1, :-t,.it. inn tiiontrt itItiniatly t, rifle Atli Hit wit)
. '10. ,tt , iniotiot T his is 1.,vtiV deb.ttk'

'! ( till /tt, '11

)f tilt (it the' the answer for arisvvn,/
; nt ,if IVf(1 it .IS a result (it the rintitu:-.1I

f 1, '*(it IA; tit rt"->t pulk. Y stuidit:,$ it t .111

:, t 1r)ttlrrn &It! t if iliclnItin Wt.

!, it Atm!) vv III tit Ip r, tr) orttitOtt th(*intirItort.t.htt
jT .' t ttri tuition nt and to ititrtitity llOSSt,llt tiittittr

t( n')1( ,i7111

" 1, I !son, I*) 14 -oils

It t ,tLiptr t E3r DA./ 41 hat; pruritic:et' zit) analysis that nas tit ell
1, ; ,14;;..1 rit int, most signit.c,ant Stitternents (it1

ti

; t A:... Az.t!i. I ,t:r. it rinr..re ii.11101,1'

: I K... T 1 .4111 Ar,,,r ( 4 )..,/,.. VItri it I
; .1 1 tir.te f .itri. ;it

ir .5 t NI. to 1.4 .1,

.. .. i": 1.,?11' i' I,, *( Wrfir ", I

r ' 1 I 1. Ok r, .01011.1( ;
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cur rent place c it higher education in our national pi-toales ' T his document
.orimnally was presented as a speech at the 1974 annual veeting of the
Assot..iati6sn of American Colleges and subsequently was published b}- the
Association of American Colleges. along with comments by Earl F Cheit.
Peggy Heim Dan S Martin and DavidS Munclil The Bowen paper is
included in this publication because it so ably sets the scene for the
fii,cusait in, that follow

Ur Bi iwon's review of the histor dal background of the recent debate on the
financing of higher education identities the basic issues as (14 eificienCy.

levri:, lit tuition (.3) longterm student loanS and (4) the competitive
p,- tom of the prn,ate sector He then evaluates six recent reports in terms

'.ate se and related isNues The reCoorts are those, of

curit".01 Commission on Higher Lducation
I ti. Ck,riin.:Ittee for Economic DeVelOprnent
I tit. 7s,l.itt,' i.ii ii().1!d on Graduate Education
riNut.ii on the F inancino of PlistaeCoridaiy Education

1 he Natio/ i,i1 It it Incit'ptIltif-11i Colleges and Universities
I tie 1.11 I eJc Fc,rc e. to the Secretary of the Department of Health.

.iii 14Veltart. Int. Newman Report

1),..,Ltihiri.1 frit- ,i reports as moderate and gradual in spirit Dr Bowen
iiut that itiev. do try to set a nevv cocirs.:: That course is

tu.Vitirt tultiC/F1.. large grants based on means tests for millions cfl
0,1.;()r-,.; 1.1.1,,..ibly heavy indebtedness for many Fie then proceeds to

..e, ,.- if tr4 worrisome implications it this new course is followed
f.. :at At" of optimism exprosSing the belief that higher

!, it 1 a huilvant grcityth industry

,alit ionnately lea( into Chapter 3 when Carol Van:,
r)nonicst.of tne American Council on Eaucatron identities

trItit main lines of argunicint on which proponents of
r.e,d tuition rest their CaSE First their analysis of financial distress in

eff:'ic:it inn is Teo pessimistic in outlook and too narrow tfl perspective
wtric h betievi-s he more in fluctuations in the national

()runny and cattier factors extrinsic. to higher education than within the
,,r,tefil itself Dr Van AlStyne presonts evidence to show that

ral,119 fiziro,f; is nut nei,essarily an unavoidable response to the tinarkciai
;ii,rain5 of tlight.r education Second she argues that their conclusions

irif pitdistributional inequity and inefficiency of public (Airport
"1(014.t I if ,01011 are has04.1 on an incomplete analysis of the issues and a

40,4,,),1 gr)als ihitI slit finds that the reasoning that increaSPd
o.. rt,!,!,(._ iec,ult in strengthening the private

.0
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institutions suffers from too.much emphasis on competition for enrollment
as the primary cause of financial distress in the private sector

Dr Van Alstynes article presents valual. e statistics and tnsights t3 support
her conclusion that those who propose increasing tuitions take an overly
dim view of the' existing system and, at the same time, an overly ideahied
view of the reforms that their proposal. would achieve Finally. she
summarizes the positive case for keeping tuitions low and points out that
whichever alternative one espouses- whether increasing tuitions or
keepiriq them low the choice rests intimately on ones system of values

In Chapter 4. Larry L Leslie and Gary P Johnson. both facultyinembers at
Pennsylvania State University. take a hard look at the Carnegie Commission
and Committee for Economic Development reports in order to determine
whether their recommendations would provide equity by income level.
r hey argue that the proposals to increase public tuition and expand grant
program-, for low-income students would result in a regress we distribution
of the burden. with the middle-income students and their families faring
badly

Cern or should equity as a goal bgiichieved by ,fin inequitable means'? ask
trit authors And they answer that the politics of good higher education
financing dictate equitable treatment for all.' including the middle class

.

The middle class is a concern too. of Rep James G O'Hara. Chairman of
the House. Education Subcommittee. whose remarks appear in Chapter 5
tie ati ur !alterably uppusid It) theconCept that increased tuitions anywhere
win Iiad to increased access for anybody at any kind of institajlon

nil, G Har calls for a well-financed. nationwide system of low-tuition or
nu tutiim state universities colleges. and community and junior colleges.

well as independent institutions. which must he strengthened and
ir_orviid to provide a wide variety of choice Although he does riot Spell
(pit rho details he expresses belief that we can. without doing violence to

institutions or stretching our legislative ingenuity out of shape. cony.
with 'Marie(' SyS'11115 Which will he consistent with Our QUA

t.dm. atir mai tradition

Char.! h 1,ftSf'ntS Wt. Viewpoints of a chancellor of a statewide system of
higher edutation and of a president of a large state university' G Theodore
f.l.tau Chancellor of the Minnesota State College System. raises some

about the inatit model. which would provide funds to students
awl le 1 them -_-,hop Ira h ducatiun He also ex presses concern the

.inantii.itiatd adverse effects of higher tuitions And he writes
'it r l'iv t nr, ati a must inopporl lino moment to desert a marvelous system of
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mass higher education, one which may well be the worlds finest example of
a pu414c. Commitment to an educated electorate

Dr Harold L Enarson. President of The Ohl State University. asks. "Where
LW We Go from Here ?" His presentation, based on his closing remarks at the
recent seminar on low tuition, is an exhortation to public institutions
and their supporters to work to preserve low tuition and educa' 3nal
opportunity He observes that the struggle against rising tuition began long
before. the Carnegie Commigsion and the CED reports, and expresses title
opinion that in any event. theLinderlying premises m thoSedocuThents have
how been 'effectively demolished

T titan', Dr Enarson writes..has now shifted to the states, he describes
what is hat 'pt-ning in his own state of Ohio Finally, he calls for a new agenda
in tittihrt 4.-( hit ration .including the degree of response to emerging needs

1 he papers in this special report are designed and presented here lo
tiltlanCt! thr (iftietISSIUTI on the best methods of financing higher education
in our 'Ai states during the coming years This IS not an issue that should be
resolved by political means alone Nor is it an issue that should be studied
by et )nomists akin(' Neither is it an issue 'that should divide public and
private higher education

Thy vari,-)us associations which have spdnsored these papers represent
both public and private. nonprofit. higher education. The purpose of this
report. both the papers and the appendixes. Is .to explore the intellectual
arquinunts for the low-tuition principle and to identify possible future fines
.)t into the economic social and political consequences of

lit Clif r..nt tuition leveIS

r't
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\ Chapter

FINANCING4IIGHER EDUCATION:
THE CURRENT STATE

OF THE DEBATE

Howard R. Bowen

,

1 he perennial debate on the financing of higher education has been
spirited in the past twit or six years It may now be reaching a

L itecature on the subject ties been multiplying and no less than sixf 91,-ijor reports by eminent nationa'- groups have recently been Issued Also
controisy I:, heating up. especially over the frequent proposals that tu-
ition, institutions should t.e raised and that students should be fi-
nanced More Man in the past through loans

I have been osked to analyze and comment on the six recent reports TKese
iti rude on alphabetical order) reports of the Carnegie Commission
Committee for Economic Development. National Board on Graduate
Eifircatirm; National Commission on the Financing of Postsecondary Edu
cation .ational Council of Independent Colleges and Universities an ed th

;pf.t.i.iii .ri_,k Force of HEW chaired by F rank Newman

tr- tri ti:(1titI I Jr,( .gli(tIl 1 it Cu' 'Pill Stilt! at VW Defrite
VV.Itilf1:.11 )11 [1 11t Annrn,ati GoItips 1474 pp r)-2t) am1 teptoOtio.O
by iitutit.,,,ttli .1t Iht 1)11t/hsilPf and author

(in iiionei Education_ trioh, Education Wno Pays"' Who
Benet ts Amu Souirt Pay' New York McGraw H,ii Book Company June 19 ':31
Ccorinitttee tor Ei tin,)n),L Development The Management and F mg of Com..ies
Nw. CED October 1971) Nat)onal Board on Graduate Education tspowsom.c1

Cunterence Board of Associated Research Counc.lisr Pohcy A Iternat(ves toward
Graduate Education iWashingtOn 1974) National Commission on the Find cIng of
PristsPcondary Education Financing Postsecondary Education in the L dSt Oudrter of
the Tw..!rit.r!tri Century (WaStialgtuti U S Government Printing Office 14141

11



lilt t r\',1 t )1t t.11:SJ -11.1ITION

11.1\,.;11.1n I, 1.1 0;,,ti 1,1,itti the sublect in three stages First. to provide some
tiro, in, .11 per,pei lye vin now vvi ill it wriele ode now are then to present the '
1,!alin t!;fmi, artd broad imphcathrin, ot the snc reports (being careful not tu
ler oiivif1 if 1 t11 tlf111 jtt111!-.1 Anti t irLtlly to present a cr itique of these

rio

11.,:111 1,11 .jr .1 tWort Wilt War

V.1, )1 II .t kind I )1 1.1...11r.r511rid u1 Thu: tinani;ing of Fiigfn education
t;t ?filet tv the tneery and practice of higher educational finance had

.1.,a,

hi. -.1 -,h,li.rit. was-, primarily rt rpspons:61Itty of parents. arid of
':. Inn part time earnings Scholarships (PO lOcillSt , (1.)t pft.',11(:)t 1Jf majur turrns of stii(fent support

; . ollg was the .ic.:..epted and respected mode
ill

I l'.' t 'LI'', '' "t "-,t'ta''1.1 illiffit.titrier hand was largely .a responsibility of
..( 1,.t, I,. t pit-, .iiti -1 ny s.tate government. churches and private donors
. ..! t 1.)ini.11,rt wa,-, ,rm.ulwd only marginally and corporations

,.0,1,,...t ,`''. It. all A,1 ,f,..k epted ort -war &Junta SLarLly debated. was that
I ,h,n ,n."1,1 n 1.'0,, I., en, ourge attendance of young men and women
4 ar .f ..Ii 1,1., .",t . I ilition,, and fees in state institutions averaged about

'.tot 1.1 ,,..ar . it .1 tit tii ill' it.. Pr iyato tuitions wort. abont 2 1 2 or 3 times public
tuitions, as, t tmit),Irt..../ with 5 ?Imps today

111,r ;Nat (il tuotryht ittiw vigor to hight.r
,r. Vt..) yUllnc .1 and women far

diki tatio.ns Elia the GI Bill liky.L4.1vIt\d When the GF.,
!? , higher ertilcaturri lapsed bhCk i110 a period of

ts. v,4, in a depressed state until the late 1p5Os But after

I

:IrL.1 Gon'g's and Utiiversitiesi F,rfancrng of
II: if (1.11 fr Nner.,.. Reference to the Pr ovdte Sector (unpublished

,;,ir. '4It. 4+..111,thlo on request from the Council 1818 R Sot .

1 on (-1 r, 109 tdc.,K FJir.projnoclecrptary of HEW Natoond1Po1icv
situ: It.ff .N.'01",.V.R"IJOrt) VVaStliflgt(In Department WHEW Or.toher

tt
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. 1957 when toe nation wIfis aroused by ther11mc1ling of Sputnik. some
harlot% occurred

1 Grants to stii'dents. based on a-systematic Illeatib test rather than on
became Common especially among the private collges

1 he use ;Sit loans in financing students was expanded sharply

3 With the increasing number of married students, a lQqacy of the GI
per ind spirustA became a major source ot suppoLfor students.

4 1 tie federal government became a growing supplier of funds for both
grants and leans to students.

) The federal government became an important contfibutor to.insti-
ti Mons through a wide array of grants. contracts and loans designated

for research tra ming and buildings

6 Philanthropic foundations grew in numbers and resources.

Prom making cumulations became patrons of higher edircatron

8 Cuttege,., and universities became more aggressive and professional in
their fund raising

State and loca tigovernments greatly increased their appiopriations to
public institutions some established state scholarship programs and
some made grants to private institutions

it Tuitions were raised year after year by both public and private
institutions The percentage 'increase in tuitions averaged about 5.
percent a year for public and 7 5 percent for private institutions.
Ede( ators were amazed that these tuipoh increases called forth so little
rar.!,on from patrons

The chief effect of these changes was to infus4 vast amounts of new money
into Vmer education sorrfe for institutional support and some for student
tied With this new money. the dramatic growth of enrollments was possible

1
iiiprislipliy. however these changes did not alter very much the pattern of
stitutional support Thg shares of total income derived fromjuittons. state

appropriations and other.souites remained remarkably constant over the
decade f)lloWing Sputnik For example. in publfc institutions. tuition
income as a percentage of total educational funds. increased tram t5
percent in 1957-8 to 17 percent in 1967-8. and for private institutions from 55
percent to 57 percent Moreover, the rise in expenditures per student just
about kept pace' with per capita disposable income In other words. the

4 -
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standard of living in colleges and universities was rising at about the same
TAT(' as the standard of living in families

Pi Op()S a ts lot Federal Institutional Grants
I

Eby 19ti: when the process at rapid growth and expansion had continued for
. ..

just apout a decade.. t inancial strain began toset in I nstituilons had pushed
-existing sources of revenue as hard as they could, but enrollments were still
-rowifig. MICR:09+S were stiiii tsing Sof.,ducators began to eas t about for shit
' tili)ti r!.verltit! T he attention turne,d to the possibility of institutional grants

11,H11 tilt* '0(101;11 government The American Council on Education. the
A:,,,ntiation of American Colleges. the AssOchation of American
Univi.4,iti..-: and then National Msoclation of StateUniversities anti Land-
Gi.int Loiliqies :ill went on record in 1967 or 1968 in favor of institutional

. grants The opininon plea was to retain all the then existing forms of federal
ait1 and acid institutional grants ,the' new money to he distributed
according to 141111.11as yet to be devised

it

. %

I tie poposal for- federal institutional grants was based on three tacit
35simiptions. ne 'as thaf expenditure's would continue to rise rapidlyI,
becauie of woe, ing Ilments and rising costs Another was that.friOugh

'teder al 'categor Ica' aid was desirable. it did little to meet thp basic operating
i,,oF.ts of institutions and unrestricted funds were needed as well The third
asst 'motion was that a steady rise olpitions would be on principle socially
narnit, 11

tie s,ear 01 then began for suitable fdAriiilas that might b( iised t(4) distribute
tt,f1o1.11 if r,TitIltli)nal ,11(1 Many were proposed EverI i devised such a
f,trtr,111,1 th tJUUKICt rri which It was contained betame one of the very

//if. invecaniorif 'II Higher Education Amt-Irican Council on Education. 1967.
vilt.1.1; Plug, Am,. for' Higher E chic-colon, American Council on Education. 1969.

in' lifttuctiOnal Purposes Assotiation of Adtvican
C 1'468

"irh 1,1q ot Higher E rilicdpon 1" or- A,,Sfk,fettion of American
110,8

l'JA;11i ,1101,cirtkiiiiitif M,Itt'r hill

.,-.1,1( of 11,ffne, Edin.ation Car negieConmliSs ioiwn Higher Education. 1968
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first publications of the Carnegie Commission. Indeed, the COMMIS:11On
cave consider ablq attention in its early years to federal institutional aid

The onclusion f draw from this history is that as late as lour or Iwo years
ago he academic commeinity was overwhelmingly in favor Of low tuitions.

alarmed atothe prospect of havingito raise tuitions year after year in the
future and saw general institutional support from the fdderal government
as the best answer

Novii. Approaches

Iv

But around 1968, during the discussion of institutional grants, some new
L.ortteuts Wer Inlinning to set a hearing One of these was that the major
40:11 ot ne$A. ledetal programs' should be to encourage needy and lower-
niodii-inconu: students to attend college. It was argued that federal aid
'snot ild.be primarily in the form of grants and loans to low-income students
and tha4 institutional aid should be In the form of added Cost-of-education
1110wanc.es to assist those institutions accepting needy students. This was

4 the burden of the R !vim report which was prepared in the last,months of the
Johnson administration and issued in January of 1969 This idea eyentnally
became the underlying theme of the Higher Education Amendments of
1972

In the early 1970s. other mo-re radical lines of thought were emerging Some
were advanced by those who had become disillusioned with higher
1:flueation because of campus unrest. some by public officials who wanted
to bong costs under control. and some by economists who presented
tetriniLai arguments In general. with variations in detail. the critics

I t.t a". Cpci on three proposals

I hest proposal was that higher education qould and should be more
1ttu iont t ,,poinirlly endless escalation df costs should be slowed

wri Some ot the critics argued that higher education was becoming over
I 'X (hit 1( Icti that it was trying to educate more people than could benefit
,. tine aupieri nit nigher education had gone out of balance in that too.
Donald A WCak. Atter.native Methods of Federal Funding for Higher Education.

Carnet:JR! C co4n iss Ion on Higher Edification. 1968. institutional Aid Federal Support
(;n1Inges"ind lintverstlies 1972 Qualay and Enualiy .1)le.v Levels of Federal

11(..sponsibiny 16 r Higher ErluGaion 1968

d L oug 'imp? Plan for federal Financial Support for Higher Educatton A
Report n: the Prewdent (Washington Department o1 HEW. January 1969)
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'much was being spent on graduate study, research and esoteric specia ieS.
and not hnough on undergraduate educatiGn And some argued hat
inhtlititionaf efficiency could be improved through mechaniCaltechnol gy.k

Abetter use of building space, new academic calendars, larger classes. 'etc.
From this' line of argument arose tne r:emand for cost analysis and
measurement. program budgeting. and accountability- -all of which are WI'
lively topics today.

r
A second proposal that came on strongly after 1970 was that the support of
public colleges and universities should come relatively less from taxes!The
high tuition idea was adopted by some on the pragmatic ground that
additional funds were needed and that tuitions were thironly potential

_ source.. It was argued that. beCauSe of the tur 415f public opinion against the
academ:c world, the intensified competition rexisting tax monies, and the .

political resistance to tax increases, the of sources could no longer be
expanded 11

But int. ,fit..1 of high tuitions was advocated by others. including many
economists on principle Some argued that both equity and efficiency
vvolii(1 he promoted if the higher education -industry- were operated
without public subsidy along the lines of the free market: with tuitions
()venlig the full cost of instruction Equity would then be asstked because

those benefiting would pay for services received and well-off families woutst_."'"
no longer get unneeded subsidies. Efficiency would be assured because
only those educational services would be produ'ced which, student -
consumers thought worth paying for To attract paying customers.

vvoull be motivated to offer excellent education, and to meet
market competition they would have to be efficient. Charles Carter, the
ii,iirritii,,nen economist and vice-chancellor of the University of Lancaster.
Ilerssively called this scheme the lam factOry- theory of higher education

Otitior .economists. taking a less, radical approach. advocated more
huiderate increases ,n billions Their aim was to capture some of the
:,01,,,it'Jies now being received by high-income families and use them tO
-iippoit low-income studithts and to augment institutional budgets This IS
We basic philosophy underlying several of the recent reports we are
ci idring today.

A third new idea was that long-term loans of substantial amount should be
Istd regularly for the finfinCing of students Almost everyone agreed that a
(711Cf()116 system of student aid would be essential to keep access and
tif Iliur Lindy ,rwn Some argued that the aid Shriuld be wholly or largely in

.

Milton F twriman The Higner Schooling in America. The Public Interest. Spring
1968. pp 108-112
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the form of grants finanCed.mainly from public funds But many athers
eh itigiot .topy -term loans should be.a rnaior source of financing for low-and
iniot 1t-int Lone students Only through a.- system of loans combined with
Ilion tuitions wquld government be relieved significantly of the cost .cif
hiIller othicatioi and new sources 91 funds tapped And SO a great deal of
emir tiwas devoted to inventing long-term student loan schemes that would
ni t(leiable to students. that would be politically and morally acceptable,
and that would give relief to the public exchequer TO date. the nation is still
.1i,m9 way tiom rincittivouOttelOan program as d aimed by advocates of heavy
n.lrmwing but btf of ts.contintie

flt ` approach to higher educational final-ice ttirough high tuitions and
saudent. !tans was seen to have an.important collateral effect It would
n,irruw Mt even close) the tuition gap between public and pnvatz.?
tit ,tihitrUn -rh ) to correct the unfavoraple competitive position of the
private her tot Thu educators in the private sector Werg'OCCaSiOnally
triirted In any() to high pliblic tuitions and student eid,through loans.
He 'wove, on the hole educators in the private sctor'were quite restrained
in their political/activities especially as many of therr sincerely favored low
public tuitions

7

cortcleide. the basic issues in the recent debate are clearly those sting
to ettiz!eney. levels of tuition. long -term student loans. anti the compeAlrve
p isitino of the private sector However. set era I other secondary issues have
emerged T hese are.

'To

I should student aid. whether in the form of grants or loans. be f6ily
portable so that students would bring their aid, and possibly also cost-
of -education allowances. to the inIttitutiogs of their choice? Or should
the did he dispensed by the institutions')

if* .
2w What will be the effects o- f the recent lowering topighteen of the age at

*Mtn young people reach the malority? HOW will it affect the
administration of a means test in the allotment of student aid" And how
will it affeCt the definition of in-state residence?

3 snow() tax incecitives for charitable giving. and property tax'
exemptions of colleges and universities. be curtailed. held steady. or
expanded

W Lee Hansen and Burton A Wetsbrod. 'A New Approach to Higher Education
Finance in M D Orwig (Ed 1. Financing Higher Education Alternatives for the
Federal Government (Iowa City The Americn College Testing Program. 1971), pp
117-142

r
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ttl ctrouVllxa #isuctrams of adult education be financed with
t, t iiitrtiasinal costs and student support?

V

I .te tier 0-rt Repo r 7s

A
much for the istoncat background Let me now turn to the six recent

of Amich a'n' in my judgment worthy contributions to the
if higher educational finance I should warn you that not all of

. the reports Whit' been bobliShed and I have not had access to the last
wi:aorr..; It I am guilty of misinterpretation. I hope that members of the

.1, a al panel will .et nil.. straight

Ali .n, rstgined and moderat3 in their recommendations %In
a di it tie, ,ire yociernental For example. no one of them argues for Zero
liotItit, If Of frifilLtTht iL lf)9 of Sny other sharp break from past practice.

t t ernrtWIeel that eVE.fl theimodeiate changes proposed be phased in
Of yerirs Neverthelss these dOCOMt nts do point m a certain

lire, tear, qt they point in the direction 'that the system is already
It they influence policy they will hasten trends that are already

g

ion(

1 ..11.111 r 14 'I ,14t1111141, ce, thy tpoOs one by One. or outline them in great detail
A',,1 ..hart nut quibble over Statistical discrepancies and ambiguities, of

there LIR! shall try to concentrate on the major issues which
nombet and conceptually quite simple The first is efficiency

ti

A f Phi et v t WO of the documents stresseo.insi.tritional efficieny I refer
int i,;,(at,-, cat GEL) and the National Commission The Carnegie group

.It! !nit dwi11 tticiency only because one of their earlier reports was
.illy ditOcted toward that subject The CED eport rorttained an

. ts .lists on strengthening internal governance and
management,as a way to improve!efficiency. I found this section of the CED
ft,oit homiletical in tone and not very fresh or provocative I

sr i 1,00 A tIOWPWr its sensitive concern for academic considerations in
with nialrrs such as faculty tenure. faculty and student

pm Ili 'patio?' in governance and mechanical aids to teaching. This was no
?lido managerial approach to higher education

The National Commission emphasized the controversial area of cost
analysis and unit cost measurement These concepts were presented as

I tie. iti L fructivr! 115,e of fiesemrces 141i Imperative for Higher EdircatiOn
Yon. t.11-tiravvti.ii Boos. Company 19721
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-keys to both efficiency and accountability. The commission had been
iit.filiCtod an its enabling legislation to develop national uniform standards

.if, .t rt ittna c.0 per strident The implication of the directive was clear
111 the tuture institutions would be expecte0 to compute their costs for
purposes of internal management and report their costs for purposes of
assessing overall institutional efficiency and perhaps even as a condition of
receiving federal aid The CED group also advocated cost analysts.

prospect 01 mandatory cost analysts and cost reporting has been
w, lir isoine to many educators Some of the worry stems from the belief that
coilettes arid tin iverstbeS are unttted entities producing many products. and
that ioint costs cannot readily be allocated to particular outputs More of the
woiry stems from a deep concern that measurement of cost will be grossly

unless there is corresponding qualitative assessment of the
t `,0 it is tt tared with ample justification, I think that spurious

May he used by funding agencies to beat down the quality of
ion vhrevi it rises above the average

I tit question of cost analysis was also considered by the National Board on
iratfitat E illication I he problem of alloCating Costs IS especially vexing in
'mph" university's with giaduate programs The report of the graduate

Lontained an illuminating essay on cost analysis by Professor
soot Balli'iston of Berkeley He pointed out that in principle, even if

hnit..41proraerns could he overcome, no single uniform cost figure would
o. i +att. t, it all kinds of drc is ions Different cost concepts would be
n, felt tor different purposes

ti. N.rt,t ma! C4 aninlis.ion (hiring its deliberations heard allot these worries
anA t 14 lilt Lusts many tunes and took cognizance of them But in

,nd they too otimended that cost analysis hp. pursued as a tool for
tlii,telit,v rn tlighot ((111(..111(01

r.t, .0...,, .1..1, it nu. (:051 gni stiiris is that eilitcatots must be increasingly
, in, , i It AI an, 'lit Lost analysis and siiiii.ild be developing More Meaningful.
, , t .tat t They must accept the tact that public concern about costs is
lultirtiat and desirable The pa::.1 habit of nipaSiiring quality in terms of
,1,1,t(t. tr idt %tit tat out:rids Vviiicli initiliirt. that greater expenditures
!.. II, lid; I, .i. I t, hither cliiality is no longer acceptable What must be

'it, I f.) 'opt Bette r rmastirS nor only of C.:ust but also Of output Neither of
ro. ... ( , int ,pt., ..tanifing alone tells its anything about. efficiency
i tr., ,.1.1 , L., III..PNiii,,/ as a ratio between two valiablitio cost and output?
kl,.iti- :ritif :P./.. educators must do our best to achieve public understanding
r , . !clot . in. 1, in tail-. r 1 1 tli.iitlIfigitil cost measurements are technically
roe ,:t ,', otaoiit ine.r,iirntents are vastly mote difficult and (3)

fl,..ottf,,;,,i fit4'.1,[11*4rilf .Fit;-, ()I efficiency will never lie Wholly quantifiable
a : f ....11 !,.....1,,.. be partly litcframental

vv.
4

.;

ti
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t .;riould like to otter. one other comment on Tstitutional efficiency. This is
triit i 4 Jrictrrted outsiders such as busigessmen and legislators ---re

..
; i ,) t i iiii,litratt. the pre .erit offiiency of higher education .an(1 to
8...1(loirate the gains Ma; are feasible without unwarraVed sacrifice of
,o.,,iiitv i ft,11 that ,the. CEO report was by implication unrealistic in its

tiril.iti of tilt, mount of gain likely to be achieved through better
, ,f ilanademt "it Critics sometimes forget that higher education has. on whole.

1- 'no r)iri a depressed industry and _that it has recently been squeezed
!tint a.;ri .t pretty tight wringer There is not much fat It is true that some
.n:-tit. itioo, might make one-time cuts in cost per student of as mochas five

' pi i . ,,,t without serious damage to quality Soma might even manage to do
".1- ,,,.01.11 Years in a row But no institution can do it year after year As
...:.10.-itiii in the Carnegie Commission report, Th ore Effective Use of

qr.-.,,. i f e', I 19,...}; .:1 teasonable goal for efficiency-1
1

provement is to cut
",.. .p.f..11 Olt iefis, in real cost (after allowance for inflation) by one
;.,ti t.,:ii, p unt Instead of increases in real costs as in the past of three

et .1 , at an institution rrirght with sustained effort, reduce the rate of
, - i . ! , ',....i,1!.( 444t a yea? Such a saving is well worth striving for but

.,,i. .:. : . ... many of the financial problems of higher education

Li I ultiuti, and Student Aid The central firancial recommendation of
s.evela I tit tilt' reports is that the tuitions of public institutions should be
tradually raisio provided adequate aid for low- and middle-income
altibrits is made available That proviso is critical

Carnigle et otimission pr oposed a gradual and very modest increase of
punk. talti1115Uvt't tn-year period to one-third of educational costs (with
irr 0 fur community collegesi and a slowing of the rise in private

tt,ttlt.irl, fu ito inure than the growth of per capita disposable income On the
,,4101, the Gar ititgie report is quite moderate and generally favors
, h esent system of finance rather than abrupt change
I he (:E1) report Mildt' a much more drastic recommendation that public,
talt.,,o-, Qvitr five year,' item years in the case of community
; ,, half of edur,ational costs The CEO report incidentally
lciihnindd that in the accounting for colleges and universiti
.teprL,I.itin on capital assets should he included Ill the costs The riot 1)t
the ;.;:, then is that tuittun might Ise to perhaps 55 percent of
.o.tia !lona; onventionally defined

T t. Natiorial C Inimission did not make specific zecornmeridations tor
in the financing gf nigher education but rather analyzed various

itmah,e front the standOoint of their costs and social effecN

:.t:t IL t ftutt;t LIAL.tto ;ft p Itu ro.r3f

.c, 1 4., i.l. 1'4 4 ..,1()
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The commissi.,m report neverthelesS. agrees with the CEO and Carnegie
.,itw. that ,Ituilnt aid based on a nieans test is a rhore effective way of
.1. at.Lts:..tlian ult. same expenditures used 1010i/wet tuition the'

force. rfport of the National Cocincil of Iridependent Cgttegc's and
Einiv,r,titii.s also arialyzi alternati..s t he favored one would involve a
°Tioderate (itie' If) public tuitions The N,!vvrttsari report is not specific about

but does emphabize that students rather than governments
.ht)11,1 hi the %,ehiLle tcir transporting funds to institutions The implication

.ir that sh bi raised The Newman report may he the most
i.ilit al of -all in its f inancial implication`

C,, 1 1 1 , , c r v mso I. por ts Mei abundant tstionon hum able and public
pl, f groutis that tuitions ,hould he' raised in the public Sector of hither

atinri Artfj .111 It the reports state or utrply that a collateral benefit would
11 oaf ,w tuitm d.rp Debrieen the public and private Sector::

t i !" it*, i the' litiortits COM1111,2,siim conta mild on!, notable,-.!!v th,et tuitt.ms !aloilf1 he graduated by level of
.Ilion t. ,te-aunn anti -;uphornoreS next highest for !tenors

N.111,1 anti highest for graduate and professional students The ratio
th, (it 0;415 Would be about 1 to 1 5 to 3 They proposed this kind ot
idirafkin tor both Ptiblit. and pr vate' institutions T he purpose, of Course
fullt b. ke'e'p oppor tunity open at the beginning of college caterer S. and

t.) impose high to lons and !wavy borrOWIng after students had become
'.4,0 f_,t.thIlt,lit(1 It as way of incras!r.r; tuitions without raising the hat, OefS
.1t.4-11try rims proposal raises sump philosophL.al questions

the allouations of expenditures among the various levels of
inskruction and about the unity of the university And it raises practical
questions abObt potential effects on attrition with stepped-up tuition after 2
veers or 4 years and about competitive relationships between the private

:-o.c.t(n If Mu plan aplit.d to both private and puhler_ institutions
tt t ou;1 tratry 0014,/, ii;ip tii.twfr! p!,ttf. And

; t.iiti, t1 it ,ithiciF Ir. .f 4tti(1,rit!,

"0-! , '!!!+11 t, al,;tt:, . ,) it
!ri it Itt. /*lit , -,t) .1411 hi 1.0)(..01111!..4t.Mi!fit tliv!,11 hi I t )vti

, -: -.T. a:1.,It All ,..1 !tie rt;.,,ab, a(itpf spttabc.illy (), by IthidiCati ni that
palt . ! int ,nbt tt,(1ents should be expanded F Or t!xatlipli, thi

I Itt,',OHtlitnoje.,11(111fury.finci It? Me: E3,itiu, ()pt)t)rnollty
1,6. ''ii Cit.fitibit! Edt,ILiftfort tiortirm!nrieri!,i ..11 fliC)AiStliti!N Tii to' (./r<tr!t41 it) !tiodest riiiffitn.t. thirst.

t i ! , 1 l i t rite tip(al( manly Iwor rt.f 4, Hu .tbr.ht,-, (It
Itir).0 plied hit trarif)t (11.pipS .01.1 vVit1)..II

' .l I) it. ! (-oh ,.^.re txplit It III
, .! 1. , , t tri t pl,S ,,!,1, Ir.a11
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loans of large amounLwith income contingent 'features. The reports
recognized. however. that the nation is a long way from overcoming the
pioblems of technique and of capital supply needed for the massive loan.
system they envision The report of the National Board 90 Graduate
Education was especially articulate on the danger of cutting out fellowships
for graduate student,: on the basis of a proposed loan system which simply
(Ices not yet exist

1 he' reports suggest that student aid. including both grants and loans.
should he portable in the sense that Students would receive thei; allotments
independently of the institutions they chose to attend This porlability
wotild presumably widen student choice of institutions and would' .ivate
iolleges and universities to cater to the needs and wishes of students

ir table student aid would he especially potent it accompanied by cost-of
education allowances as is frequently suggested The Newman report
especially emphasizes portability of stud aid In my judgment. the
sullied Of uurtability raises some seriouF ciit6tions about institutional
autonomy and haz not xet received the altentiontit deserves. While student
influence over institutions can be recommended within reason, there is
;orni,thinit Ills() to he said for the integrity, ineer-direction arm academic
freedom of institutions In.The current debate these considerations tend to
he ignored The Newman robott was eloquent on academic freedom and
institutional autodorny hi it saw the state as the chief threat and Students
with portahy hinds ,he liberators I am not sure the matter is that

; M,StatlflOtIS Let me now consider the special problems of privao.t.
institiition; All of the' groups were Concerned about the future strength and
health rt Pie private sector All expressed appre:.:iation of the contributions
manfs by p-iy3tp institutions to the nation and indeed to public higher
education as well However. most of the reports dealt with the private
',et ter ir, .i rathtr t,it utental fashion Both the CED and Carnegie' groups

tItite 41/1.1 fu pr !vat(' institution-, Tl,e (,,LID report was quite'
r.4( ,rnms.ndLiti dnetal institutional qrantS to both tluhlrr, arm

1H iv ii' instil iti,arrs bi4s4u1 (rf; r-..nrollment the amount per student to be
alicrlrfr hy typi'. t,f instarlhon according to instructional costs and
amount'. i.e if irome f tom rvate sow ces The Carneou group

. I )ffirni'n.if'd aid rn the' tome of tuition offsets capitation grants to
ants to shidiqus attending private institutions 1 he

t;arne; rpvtitr noted favorably the expeq ittlf !Malign with programs of this
iv" going on in many states and implied that such programs should

;florii arid xuand I he Newman report with Its e,"uhasis on student aid
Ail pH-, ft -II that ri,..dy stitt.liiits attending private nisi ion-, shot rld receive

qr (Isty turjh lultturIS The. iy incl idea in all these
.N.r, to find a way to farrow Pie tortoni gap
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The CED report stronoly emphasized the importance of charitable giving to
twirler education and (nova tp 75l that "existing &ay incentives for votim-
tat y higher education be maintained and expanded In
my tuditment. this is a recommendation of great importance and should not
n passed ()vet lightly

411.

tine wuriiu Pxpect. the report ot.the National Council of Independent
Lulletris!ii anti universities was devoted primarily to the private sector. It
rii.,.kinteri the importance of/Inn/ate institutions to American society.
xptilined thioniounting financial problems. pointed to the importance of
trngtheeirig tax incentives for charitable giving, and then presented

financial options involving varying amounts of aid l'Cr needy
!,IiiilentS One of Mese options was to raise public tuitions. Another was to

.1 tuition-offset plan. under which "the state or federal
fit 'II! t tHiId pay for each student enrclled in a private institution an

hi part ur all of lire difference between tuitions and average
atioriat t 'ist in public institutions The payment could be made

1,1( ri, In.' ,tildent or to the institutions Another proposal was a
,,ireital to the CED Carnegie plans. in which public tuitions

+vuti I he raised moderately and partial tuition-offsets would be paid to the
at,....,ec-toi In cidditiOn. the report suggested direct instittitionaigrantS

eh -.tape in federal goverqment for capital purposes

The NCICU report alluded to. but did not develop. an issue that was
over looked iii th i! other reports namely. that adequate aid to private
education may require federal as well as State support Both thr.. CED and
Carnegie reports had indicated that support of private institutions should be

iesponsibility of the states. The problem with this solution is that many
private in.aatitions are eational or regional in outreach and draw only a
tr at,t of melt itudents horn the home state But programs of state aid are
isually confined to in-state institutions and in-state students It would be

per; rote of course for states to make grants with respect to state residents
.vhrf:yr they attend college and a few states have done this However. a

,,ysteni Of aid to private higher ecluc:,tio probably needs the
vier t 0ritton of the ferf-r al qty.:rnment either oy directly sponsoring the

'if by providing matching grants to the states

D Citaduate Education and Research Many discussions of highcr edu-
cational finance are confined to undergraduate instruction The important
functions of graduate and professional education. research and public
service are virtually ignored Of the reports under consideration, only three
dean with this subject National Board on Graduate Education. Carnegie
and Newman

T hi. report of the National Board noted the rapid disappearance Of federal
fnow;hip and training programs. the leveling-off of federal funds for
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f.

research ie;peciallY for basic research), the unpredictable fluctuations of
federal support. federal preoccupation with t ansient categorical programs.
arid tkdera1 irresponsibility fur welfat and cc;attniiity of institutions
The board called for restoration of some llowships and traineeships and

ii.v.lopment ut practicabk, and,40( uate student loan programs They
raised many issues regarding the future..of basic research and its role in the
advancement of our culture and our economy They recommended
institutional aid for graduate study by- fun ng.relevant sections of the
Higher Education Amendments of 1972. nd they cautioned against
excessive ieliance on manpower foreCas'S aS a basis for educational
planning

T he Carnegie Commission, as part of its step-tuition progilm. advocated
tuitions three times as high for post-baccalaureate students as for freshmen
and ,,oLitiornores The commission was. however. somewhat ambig:!ous

thi..; proposal as it might affect students seeking the PhD They also
recommended that the federal government -assume responsibility for
graduate arid professional education and research' and significantly
IncreaseAts support 'if the nation is to remain in the vanguard of scientific
and technological developments In a previous. report. the commission

-.had reComniended a massive. program of ferinral fellowships for doctoral
-c andidateS. together with cost-of-education supplements of 55.000 each)

Thee" llowships would he awarded to students already in course and
would nut he portable And in another previous publication, the Carnegie
Commission had recommended that federal grants for univefstty-based
research be increased annually in proportion to the growth of GNP The
Newman group. on the other hand. recommended a massive program of
portoble graduate fellowships with companion giants over arid above
tuition of $2 000 to tne institiitioR.5 selected by the students

'Hu Jut/ Lifelong F dilcattorl TheiNledinan and Carnegie reports
wited to a or rent blind-spot in the financing of higher education namely.

that Ti( airegiliitf' provision is being made to finance recurring La lifelong
anon iir the SitiChmts I ftior,Vy adults) involved in such education No

-An t" l)ftt'ffd thi pr(,hlem w;0., merely identified

F v i,f me Hem)/ fs Let me now rtfrapitiilate Waiving manly
variation. and nuances the six rports are saylikr

1 T tie Hill y I1111(.01(01 briutil(1 bf 1/11prOVCd

."-
t (111(....111(Jot 41/O,, Nth INN() Stltit,I(l 1),IV ,II) Li? r) 107

,1,;/ N yr Y.,r1 1+.1( Flo,)k (:(impir.y 19,':i) p

(j.,! a,44ft!,.. .1`41-0, Y:)t. i`,1c.(.3.7li4 Hill bot,ii Cottioiori

rr

t

4 .4.
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I ilition,-; or public institutions should be raised to perhaps it third or
halt t-goNt5

At t t ti, ..hotild be available to all qualified st dents Student.ild should
be extended in the ftirm want-, to low-iru 1/1. .",sItiderits and lOaris to
low X10 middle income students

(law, snould become more prominent part of the shident aid
Placiical long term 1UuII prOoritins shouid ht invented and

adroate r.apital to fund Should raiSod

Id -Juttild he portithtf'

Privat in.,titutions snoulkl be assisted by any of several types of tuition-
sitt,, writ( ti would have.the tffect of narrowing the tuition cop and

t, graritS

I aro-, 1, in chat itahlo giving should he strengthened

M ,r al 1ilowship5 and trainet,ships for graduate students should be
re.I.),.(.1 in part. and basic :L.:search should he sA4P4A-04.44.1 44t

fLincing !Oolong and recurring education should be
J,-,enn et]

.

Lit tiles, idatrons tnoSe pertaining to tuitions and student loans
; tr I olie,e attrat ted the most attention and oblection For example. in

their 19: iarnitial meetings both the Arno 'Can Association of State
College.. and lltirier,ities arld We National Association of State Universities
all,1 I. and (itai it (..olleges strongly oblected to the tuition proposals and
itiffirmed the iii,for it_ A Mt.( policy of low tuitions and minimal use of

ioar!, Ilse Carrt, and CED WpoitS also evoked considerable
a....e, t,111( la; reaction horn newspapers actoss the country including
such lading papers as The New York Times. 1 he Washington Post. The

st.o? we Monitor and The Mirmeapolts Star. Labor unions as well
indicated opposition In the remainder of my remarks. I shall try to share
wan you my own views on the recommendations Contained in these reports

VI

t.,1( ( I."

A.. I ea., indic.atert the ri:(11)e1., are aft moderate and gradual in spirit 11

nigni d,,C.ation WOolcItlot he instantly or radically
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itansfo ref d either for the better or to: the worse_Incleed.tultions in _public
institution have been rising so rapidly in the last two years that the
iecomme dations of the Carnegie COMIIIISSIO71 are already becoming a
realit B t these reports do try to set anew course That course is toward
higher ntions. large grants based on means tests for millions of persons.
and possibly heavy indebtedness for man,' What are the consequences of
this line of development in the long run? I must confess to some uneasiness

.-
F-o more man a century in this country. efforts nave been made to
encourage young people of ail classes to go to college Higher education
has been regarded both as a form of personal opportunity and as a source of
eajoi nilt.tit In smilety The accepted view seldom challenged as late as 3
tr) 4 yeas has been that higher education ought to be open to all on
the most generous terms This was the historic idea underlying the founding
of hundreds of private colleges. "the land-grant movement. the
establistiment of public urban institutions. the GI Bill and the community
college movement Why, at this stage in our history. when we still have the
task of bringing millions of young people many from ethnic
minorities into the main stream of American life. mad when there is so
much educational work to be done for all classes. including adults. why are
wt sinking out in a new direction? Ha;:e we been misguided over the years
and are we just now realizing our errors'? Or are we about to co it a
colossal blunder'

the financino of ragher education is not merely a matter of technique to be
.1f.:Cided by experts it is a matter of educational and social values My
misgivings have to do with values

A Intl Widening and Deepening of Learnmg First among my values is the
wiclerenri of learning for persons of all ages. both sexes. and all ethnic and
ortunurnirbackgrotinds. and at the same time the deepening of learning for
everyone By learning I mean humanistic. scientific. and vocational
education of many varieties Such learning is a poweiful means It is the
base -of culture the foundation of our economy a source of good
calif-noel) and civic responsibility a way toward the solution of social
pronif rns. and a major influence toward humanizing individuals Learning is
also an end in ilat:11. It is fun tu learn and good to know. The great spread of
!paining that has occurred in the past century is far from complete Our
I, if wr itA nobrw'it dins 01 I' knowledge and our folly vastly exceeds our
wisdc,n1

Learning occurs in many ways. by no means all ci it through educational
institutions But institutions hay.: an indispensable role in facilitating the
process. not only for millions of persons of ages 18-22 but for persons of all
ages Formal education is deVined to be a recurring lifelong experience
The traditionally sharp separation of life into three stages -education in
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youth. wuik in middle years and etiiment in old ateis likely to be
raOicall.. altered

tinder these Conditions who can say that the philosophy of the Matr,14 ACT
l)1 of the community college movement is passe? Who can say that higher
education should not continue to be available at low cost to ensure ready
access and encour agement for persott of all ages and conditions') Who can
arclue tilot nigh tuitions. means tests. and long-term loans are really

`conducive to the widening ipri deepening of learning)

It ieedom Another cherished value. which is virtually
untilrill:mod in the recCnt ryports or. finance, is academic freedom It
Lon itits use pi-id of the right drid duty of individual professors to seek and
sp. l% the truth More broadly, it includes si6flificant inner direction for

iniversi.ties as institutions It means that the academic
Inummity tihtiulcl have an influential voicebased on professional

Oddment ir, deriding what to teach. how to teach, what academic
/standards to clairitain. what lines of research and scholarship to pursue,
what to puhhtih arid whom to employ as prolgssors Academic freedom in
this sense is always in jeopardy but in the past decade has been subject to
unplecitnteil elusion frpni growing political inflirence and increasing
rehancti on funds earmarked for purposes prescribed from outside

Ac,IIh treedoill calls for a system of finance with diverse sources
inciuoinq Nut.,:aritia I funds that are net earmarked and for which insti-
tutions ;ir not to:; twriolden The proposal to raise tuitions might tend to
diversify the sources of support in public institutions and enhance
,ac Adorn ic. frrr.dryni However. I find no evidence that while tuitions are being
raised states are relaxing their grip on their colleges and universities Ouite

oppo!-;rn, On the other hand. the proposal would move higher education
along the path toward tree market pi ice or n factory system of finance If
!:.rel.,(1 too Lir it would impair the inner integrity of colleges and universities
a, ii lit ition,, and convert them into enterprises responsive only to the
market

C Anottwr t if my this time a n2gative Ont. is
flista-.14 tom tris. wan., test and for Inatling heavy indebtedness upon young

I r I.:count/6' tho mm;;ort.ance of grants based on need. arid loans. in aJ -,tiiileet It is when large amounts of money are
ievr3ivert .at I hecome pprrno-nsive the means test is essentially

it i5 ,,orntrtiPs th,it n ii w r oritiCation is made too freely avallatplf too many
I. t'!.011 .1 ; :;)!, ,1.1y t)., I In tho ilonnsts of learning I am Willing

It ,1.1... tto.r. .mm. ;,s hr.iMOs ejr1 ve.cutitiz.ftior
Ti r. io)rk it ,,.tr..i) thi toti rico? drid Iti.
..Af r,t .1. iri,1 ,trisr
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,iiideritoL mitt. buroane (alit: arbitrary and open to evasion Moreover, it ,

- ,,f1,',.111..thltIt N,(1;1110 1.1in1),itt.lin thou' majority at age
tti tpated ttotri thou patents

'

f- IL II 'sof 1.ty ) it.eu iiif. y. lung peulp1i, go liecivay talt.)110111

.t , Mari (it.tiorous, Attttuli t1)Ward Our youth Even from the economic
i.)I It) f 1111 IthInS make little sense Ihesocialcostofproviding

and loi eiv.iig .111 educat..m must be CCr no at tne time the education occurs
It

_ .
c.iiin,11 rraust..rred to l'hyI lame The repayment of debt is only a'

payrti.rit having little iindeilyitNeconomic significance exCet an
..thp1.11( lahio ettect on the distribution of income It would seem more

isines.liso sir iinarice the uosts when they are incurred rather than to go
!hi .),Igh tho rou tape of making and iepaying loans Still another difficulty
with heavy I.hins is unfairness as between generations Those of us of the

Iti..1111r Airrl ()kir br .t tr.f M.1.1.3÷1S-4-PC-4-4V+.4.1-.0u1-04+.1e4444.04- W44401.1t -any-- -
bl 1 r -- 1.1.(1 are in effect saying to the next generation. We got

, ,...a t ;WI come you can get your education on the cuff .'

I .1.. ;tot elimination of ;ill grants based on a means test
/ .t,i,,ta I am Lounhling that we sould go Slowly in raisin[

, , 1,-0;1 mar Anif ,iemand heavy use of the4.devicos I think this will
.1 Ill. el arid iinnocs,,ar y sttain/Tr)th on higher education and on

.te . Iv

:; .!1) .1111.1t.h, r 1;,1;1It i equity The largest single cost of higher
,I.1, the time and foiti,,.. Income of students This. together with

1,1,.., i)t higher dtiCation (not Counting board and room,.
place at least two-thirds the total cost on the student and his family In-

* Stit.II Iona' rusts are on the order Of only one-third of the total In view of the
111,1 t14.41 yriI.J SubsIdntiol suf_ial benefits as well as private

!! vvo.uti mat a major portion 1.0 the institutional
;')! ho hornt by ..,0(.1ely that is. government ano

T 1.1 ..4 M4,444441 Curinnissioll and
,,;! 'h. 1,1, I Of f fcommoluialunis Incidentally.

"1. (..11-ni..-0pri 1ti ,rIrr. it thr trW grOairS Which have openly
u. it 4. if Ow In( (OM, And 5')C1(11 of 111(011

L rot Ailuthoi IA my values Is Pit:SCR/Mg the dual
.a,ni of night' odotation This of LourSe requires

tr. fl WI. :1,11,1 .1 tiff pr 11,11,' ',+(.tOr Whir: rt in my judgment IS in great
!, I)/ It. imprn Lint tP.C.iiir-4,it contribute(... diversify

''.r . hfiet ' Attu.: St:,,t) ' 'Jo L lr I+ 314
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increase both the et-Mee-boss and the eactitybf income tax deductions for
1iiv Intl . Threw. is need alsci. for liberalizing property tax

exemptions ILO pr ivate institutions The present bend in many states is to
narrow these exemptions 6

With these optl ns open. I see no reason why it should be thought essential -
to the tiny sector thapublIC tuitions be raised or why acrimonious
ontroversy between the public and pi ivate sectors should be allowed to

fe,,tei Such t:otittovetsy can only be, harmful to the cause of higher
education as a.whole T his solution does require a kind of compact between
the piihlrc and private sectors The private sector called upon to support
lirw public tuitions. and the public sector to support tuition offsets

Adequacy Fitiattce Another value is adequac' of finance. The several
vi.put, we have been discussing have rightly given this high priority. Some
haw taken as a basic assumption that society Is not going to Sustdin higher
eduLaliun adequately under traditional methods of finance. 1-hy have
asked hi5w tunited.pubirc and philanthropic funds could be -targeted so
filar itit.y could he stretched as far as iDossible They have suggested that, by
raising tuitions and providing lorg-terin loans. the middle- and upper-
ir.,.ome croups could be made to pay for more of their own education And
the fields thus acqOired could be used for student aid to the poor and for
institutional support The plan is a not-too-subtle scheme to take from the
middle lass and give to the poor

W;1011 raise three questions First. is the assumption that funds from,
. Guril.entional sour ci's will tall short') I am not so sure it is valid, at least for the

1- /rig run t.1-ire about that in a moment Second. if tuitions are raised and
roans hx0andert"ortt government and cibnOrS correspondingly reduce their
choir' I think the-, a distinct likelihood Third. is there a risk that the
f,/,,ormerided high tuition will nor be accompanied by the adequate
; VIM of .,tinietit aid which everyone Says must be part of the pickage? I
plink e, Mon as indicated I)), the fact that aid is far from adequate

T-ii if.VIS (it tillt1

In stirs 1 I dirt sKeptic about high-tuition proposals from the point of view of
I think higher education might do better i; the basic financial

ro,,r( if remained CloArly with government and philanthropy How-
. r ...4 call not deny that to find adequate resources is a serious problem The

,veral report-, have faced this problem candidly I do not assert that they
.in wrung I only express doubt

1.,,,,r,r) I ,,:1,111(.(;11(.111(if till a note of optimism not because every
scen_ar.) should helve a happy ending but because I think there is a basis
for a genuinely hopeful outlook for the long run
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I believe that higher education is not doomed to be.a sick and depressed
industry lapsing into a position of ineffrctual poverty I bel:eve it will, or
can. he a buoyant growth industry I have pointed out the vast amount of
educational work to be done if we are to widen and deepen education as we
should do In my opinion. the time will soon come when we can get on with
this task WI an unprecedented scale Our econoniy"is clearly reaching the
end of its insane preoccupation with producing physical things at the cost
of plundering our nationa) resources. fouling our environment and
cluttering our 4ives As consumers. we shall be shifting our emphasis more
and more to human services that enrich our lives and do not pollute. As
"producers. we shall be changing our emphasis. in the developrheAt of
productive powers. fruit physical capital to human abilities. Higher
education will obviously have a critical role. It IS a' purveyor of human

.;services that are highly valued in their own right. and it is a basic instrwnent
for investment in human abilities

With this outlook, we should not take for granted that the fate of higher
education IS retrenchment and impoverishment The time is ripe for the
planning of wholly new levels of achievemc..t in higher education. The
financial policy that fits this future is one that will activate the widening and
deepening of higher education It is a policy of moderationmoderate
public tuitions. moderate use of grants based on means tests, moderate use
of loans for student aid. partial tuition-offsets to keep private higher
education competitive. and positive incentives for private philanthropy

I suspect that current thinking about higher educational finance. as
exemplified in the six reports. grows out of depression mentality and a
short-range perspective In my judgment. these reports have not taken
account of the enormous opportunities that he ahead as our society shifts
from the production of t.h.inits to the provision of services. and to the
building of a great culture Nor have they really faced a /uture in which
education may be truly open to persons of all ayes and conditions, in which
education would he rationed on the basis of desire to learn and achievement
in iarnind not by tuitions. means tests and willingness to go into debt

If we are concerned about the possibility that upper-income families may
receive subsidies let us deal with that problrn thiough the tax system. by
requiring everyone to pay a fair share of the general tax burden, not by
trying to convert the financing of higher education into a device for
redisrehultruj inCUneN

What we now need is still another study group who will break away from
depression mentality tied short -terrn considerations. who will explore the
vast educational horizons of the learning society and who will produce a
tinariLi.11 coniniensioatt won Me ebuciationial work to be (torn,
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FOREWORD'

Roger W. Heyns

Ito queStiOn of how the costs of postsecondary education should be
shared !mono various public and private sources is one of the most urgent
a;-.J Lontefitiolo, that now confrontspublic policy makers. Recent proposals
to shift more of the cost burden to students and their families by increasing
tuitions at public institutions and. at thesame nine. channeling financialaid
directly to students have di 6used concern and controversy both inside and
outsioe the academic; world On January 28. 1274. the American Council on
Education released a policy statement setting forth its position on the issue
of tuition the statement emphasizes that the complementary goals of
provid.nq equal educational opportunity and of assuring high - quality
postsecondary education by maintaining mstarutiojaal diversity might better
he reached by keeping public tuitions low and expanding support for-
students Arid tot institutions both, public and private

1.41414on Analysis of Recent Policy Plecommendations* presents part of the
rationale behind the policy statement Carol Van Alstyne. of ACE's Policy

Service. has analyzed in depth the premises tnat underlie the
proposals to irse Puhl.c Questioning certain assumptions that

take on faith for instance. about the nature. extent. and causes
of Met inancial crisis in higher education she cbncludes that many of them
are erroneous or at the very least questionable The analysis is
(lora irmaend with hard data and illuminated by the insight and expertise of

.(. f )f 1(Mlftit

T hi, repent by Dr Van Alsty tie le, a useful contribution to the process by
in twiner idocation will rf.i1Ch c1 voluntary collective policy on

;)m war tillostions facing ;is It is one of the tirst products of tilt.
y -)iIxii( to lo,:ot.ihilStwo: on 1973 as the staff arrn (. Ac,E

Aith i)f onlems of high national priont;
mat tn Analysts Service will inform and help !hose

te,pi,n.,it1h f ri plit.l.t. policy beating on postsecondary education
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TUITION:
ANALYSIS OF RECENT POLICY RECOMMENDATIONS

Carol Van Alstyne

Recent recommendations on tuition Policies of national groups studying
the organ ilation and financing of postsecondary education have toucheq
off stye 4,00s *hates in tcdc ra I and State legislative chambers. in academic

ouncils. In the media. in Irk) coffee houses near the nation's campuses. and
cross the dinner tables of American homes Tuition recommendations are

proposed or analyzed in three major reports

Higher Education Who Pays', Who Benefits? Who Should Pay's which
yPPea red in June 1973 and is one of the final volumes of a 6-year S6 million
'study effort by the Carnegie Comipission on Higher Education Later, in
April 1974. the Carnegie Comrn,ss'on issued i Imo') as a supplemental
siaternent to the original report

The Management and Frnancm4 of Colleges. published in October 1973 by
the Committee on Economic Development, a group of 200 business and
Civic leaders The report cilium IateS 28 months of analysis and disc tisSlor

I want to acknowledge the substantiwe contr.:J.1.0ns to this paper of calleagues at
the Policy Analysis Service ,,!;:ie American Council on Education. particularly Caw
Bonder S011 ra Kent and Yi Tsien A number of reviewers identified with a broad
spectrum of positions on tuition issues provided extremtly helpful comments on an
earlier working draft of this paper Detailed critiques 4ere made by Philip Austin.
John Blackburn Howard Bowen Nicholas Bruck. Allan Uartter. Robert Dorfman
Margaret Gordon Lee Hansiii Peggy Heim Hans Jenny. Russell Thackrey, and
Joseph Pechman

Education t-yond the high school is now referred to as pcmisec.oriddry educetion
Much of the available. information however relates only to collegiate or higher
education in the traditional sense. and the vocabulary in the text of the caper shifts

tip Iwo 14.11115 ;ICC( ,if(1111r)ly

F jf (Oft11)14.1. C ce the list of references at the eno of the paper
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!eil 1)+; vi ibutiorN tottilmq several hundred thousand dollars from
tho (J.. I '11,111ot ti W0,111(111,

t wit vt)s fseC(P1(f.ii v E dircation the t 'nal report of the National
',01tuttissiol t on tin, inancing of Postsecondary 'Education, released in

Januar,- 19.3 tri product of 11, months of Commission and of rtofeSsional
...tff work with a nudge! of 51 5 million

Hoe; tri Cal C.ommission and theCED recommend that tuition be
rait,1 at lit* tuition public institutions and at the same time, that aid to low-

:'e it t,f (n tfh.:It'at:etf to help them overcome the financial barriers
!ey in furthering their education

'wet itii ungie Cortmli;;Sion recommends Inc reacing tuitions
t 'F .1 it),,tir per lod until they reach one-third of educational cost at we

ii;119r in levels while maintaining low or no tuitiOn tor the f irst 2 years
,11 i,lr y ftic.ition The CED recommendationS are more drastic

t at In'! f to' raised to one-half of instructional costs, over a 5-year
at i1yar institutions and over a 10-year period at 2-year insti-

!iitioi, Both In Carnegie Commission and CED emphasize that their
r( irtl..n;Lit ion., wan repct to increased tuition are linked to and
insepalabie eirn the rcoinmendations with respect to increased student
aid

I ii Ni,,,,,,,,.0 k_,,,,iiiiiis...,If wi report includes no recomme idations on !mho' 1

it ',. ets r.ither It use's an analytic framework to compare. Several alternative.
tirill mg plans including one based on the Carnegie Commission
pi upi sal., drill one on the CEO proposals The analytic framework
,1e.,.lopi.n s') tar c:in he used to evaluate the f inancinq plans in terms of how
A,.14 itiiy ,If.filve goals specified by the Commission for student access
`1,11(. and opportunity (but not the goals specified for institutional
.IL i .11111, 6. irptpttdence Or diversify)

1.,,. ),I eCHL: rec,ornmendation of low or no tuition is applied to
th. t.h,t .. Ir, t 1,:y3tse( ftirlf tAtIcation at both 2year and 4year instilutiori, en

Al,. 1474 ,,;001.rriertraI .tatrtient the rr.erniNendahun is appiled nnly In the
0.rr v.. -1.:!on

Th.- rt luseri by the CCHE a inc.ludes such 'unctions .rs
...searcn arll public send ice !hu, is a somewhat hroadPr C onupt th.rn

tn. tee- h%trut.t.Ort,tr coV (And by the CED l which refateS SpeCifiCally 10 1e3Chinri
Ir on() !hos. r /,ttts the CCHE inclines only current op-rating Costs whereas the
CL ,.St .; ;idsonablt- aliowance to. 1.4)4w-wont of faciiitle'. )

Wel r. Lit lori ,)! Lytton to Cr)bt ib specified ir tvvrtis ytUt,S tu ition
,e,sstahc., is heltft(1 out
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1 he current debate over tuition levels is extraordinary in that both
Sides that is those who want to increase tuition and those who want to
kp/juition.low claim to be seeking exactly the !into ObieCtives namely
to tilliadil eiltaatiimal opportunity till low-income students to enhance
trio quality of postsecondary education. and to assure the vitality of the
private colleges and universities. thus preserving the pliversity of our higher
educational system And each side claims to be seeking these obtectives in
the most effective and most equitable way

1 hose who advocate raising tuitions assert that such a strategy would do no
inure than slightly accelerate existing trends in financial support for
postsecondary education. But if tuitions in relation to Costs are set half
again to double the present levels. if more of the cost of education is shifted
to the current student generation. if Students must depend significantly
III( ,,II loans to finance the added costs. and if heavier reliance is placed

-initket me( rirtnisms for allocating resources to and within higher
education then the uttirnate result will in tact be a significant break f rum the
haditiim 1.)W-tiiition piihlic higher education in this zountry

The Premises

T he Carnegie Commission and the CEU reports differ materially in analytic /
approach in policy emphasis. and in the substance of their respective
recolinmendations But 1 riumber'ol the arguments they make in favor of
increasing tuitions are similar

As synthesizer, from the two reports. there are thr eemitior arguments. each
-hrui h is used ,is independent grounds for increasing tuitions The first

riiritef, to frnanc at distress in higher education and may be summarized as
t. ,11!)wt,

1 h + .tc. wi(lf surf rri tmancial distress in higher education

from the more rapid rise in costs than ir, inLume

.i though cost increases May be held down to some extent by improved
educational rosolirCeS. costs will continue to rise

because ot the labor-intensive nature and the consequent low or at
iast relative'? unchanging productivity of higher education

4 tem, pi alit. sf,iirces will nut increase much if at all and surely
riot tal.ai .1 thin the rate. required to keep tip with inflation or enrollment

T ri. fir,,t1ICi tl distreSS is a ser--ius and long-term
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5 The? only available source of added income is privatethat #1s.
predominantly. the students and their parents Therefore. tuitions should
he raised

The second argument relates to equity and efficiency in the allocation of
existing public s,ipport of postsecondary education.;

I Allocation of public subsidies is inequitable in that a disproportionate
share goes to middle- arid upper-income studentS

2 Existing public subsidies are inefficient to the extent they go to micIdte-
and tipper- income students who would attend College anyway.
therefore such subsidies should be targeted to those students whose
educational decisions they,Will affect

What ts those this shifting of educational costs is born practical and
reasonable becauSe

As incomes have increased. students and theiriamilies have become
bf'tler able to pay higher tuitions

he benefits of postsecondary education accrue largely to the individual
rather than to society or at least a larger share accrues to the individual
than would he reflected by the current lowtuition financing patterns.
therefore as a matter of equity. a larger share of the costs or at least a
larger share of the increase in costs should he borne by the
beneficiaries. the students (and their families)

The third al cainient is that. collaterally increasing tireeons would improve
the postsecondary educational system

If the tuition gap between the puhl:c and the private sector is reduced.
private institutions many of them now under great f inanc tat strain will
ire ah: to regain their health and vitality. thus, the diversity of our

dt,t01:11 system will be preserved

It ,'.upport for postsecondary education is increasingly channeled
AtidentS. who then carry assistance funds with them,

institutions will be forced to compete in the market for students Thus
tricy will become more responsive to the educational needs of the
r,ttirhn:; and lit soc lety

T his stall iniary reprsEnts i think a fair Statement of the case put forth by
tiltrat why pt ()pose that tuitions should be raised to cover a larger share of
r.-eittratir 'nal r,r instruCtiona I costs The next step is to reexamine each of th..
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th-re at gurner its starting with the diagnosis of financial distress in higher
educ anon 1MM!

Financial Distress
In dealing with the question of f inancial distress. we should recognize at the
outset the appalling fact that we do not at present have solid. agreed-upon
measures of financial conditions either within individual institutions or
within the system of higher education generally Reports of current fund
surpluses Or deficits are -/complete measures of the financial strength or
weakness of nonprofit educational institutions because current funds are
only one of staverai hauls that make up the accounting system of such
institutions Institutions yeneriifly establish other funds to account for
endowments plant. loans and annuities. and life income. Moreover,
increases in total fund balances are not accurate indicators of the funds
available because ,some portion would have to be reinvested to assure

-r-ocri-a-s-r-n-q- rrtcd,Mt4 to supper t fecreastng-costs of high -qt f lity education for
i: r or even stable numbers of students

1

I
Viesent Saltation

Hut ftrancial distress is no less real because we lack :-_,recise measures of it
Tile consequences of the distress ale everywhere apparent In many
instances the deelopment of new educational programs has been
cartailed moratoria have beers imposed on the hiring of new faculty
i»embrs (indeed in some cases financial exigencies have forced
wholesale dismissals of teaching and administrative staff). salaries have
t wen at revels that represer it an erosion of purchasing power in the
face of -.pirating inflation, routine maintenance has been deferred, and
7.,i-r-ve!, have not been set aside for future replacement of plant and
4-4itopi»,-ia ho to4 t w# have seen enough of the effects to know that a

ranch exists. and it would he obdi'rate to argue that, because on
ham( i the' eritin, system of higher education does not show a deficit.
!iitry,ctoral distress does not rise to a level of national concern

The N..horial Cornrius,00n report provides new information to show that
;Haiti( a, well as privat institutions have felt the impact of the financial

loeri set ..r)rr)s- cases, they have. been even hardir slit

P;i:. we' Lan Loncur that financial rilstress among institutions of higher
thie :it ion mal. been serious and widespread The question we must now ask

What at is rut the future? Are the financial prospects for higher education
is ;is ttie'y have been depicted"? Fir-scent -analySeS do not provide a

Pasts fur forecasting these prospects When w; take another look we
rti ly not ling/ it"' MItirlok s() bleak

I. fif,01.: 1;1 ..iStif t!S IA financial condition and the irnpacf ui
unflof sissy ,el,.41ale `,Stitbf.; by ['tett:. Jenny C. Ft rChare.t Wynrr Julius

killititt K. nt irl Jerrie Morltfq and Jarno,-, Murdock
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Stiortornings of Recent Analyses of Financial Distress

`,)ne shortcoming of recent analyse, is atailtilt.. to recognize t hat education.
as other, industrial sectors. experiences flucuatroris over time It has
tiu, Noted in the past it isliiely to do so in the future This period of distress
is not unique. except in severity

At tivav in the education sector is characterized by fluctuation in
enrollments aggregate credit hours. expenditure:, revenues, market values
. ,ntriwnients endowment income, current fund balances. and soon. We

volt! have a better understanding of the financing of postsecondary
4141iication it we paid more attention notonly to trends but also to'cycfes in

activity cycles analogous to. and perhaps even associated
hirun, cycles Ir. the general economy Not only do the recently

itnii,J1e..1-.tildit.c, Lover relatively short periods of time, but also they make
e.ic In all), ii.) attempt to IMMO Inc! trends and cycles in the educational

)1 r,, Ii. ui, anti cyt les in the general economy Typically, the analyses
\Nor; from around 1967 or 1968 to the very early 1970s. a

correspond.. runghly with thl slide from a peak to a trough in
general econOrnrc cycle By extrap 4ating trends in the current fund

'per atind doticits from a cycle peak to a trough rather than through
went Point`, on the cycle we could easily doom ourselves or. at least,
1.111 produce in unrealistically rtes imistic forecast of the financial

Ari44the1 -411411k:or:laic} of ru(...ent financial analyses is that they overt( 't the
ffii.N in Inn pok; y pioceSs of time lagS lags in getting hard data on where

are mute precisely on where we have been). lags in assimilating the
; thos in deciding what to do in response and lags in

t

T !air, in mt. iftnata)n response. arid policy action in higher education
ifht tip to ''inch ci;. 3 4 or more years Thus. it is conceivable that
it,inia! n pidicy ornmendations could be entirely out of phase

,Non

tr,.. that tuitions be raised because the 1,tudents and their
. nil only nn.aintnri source of increased revenues? The

, c,t ,1 )act phenomenon in cjeneiatmg tuition , recorri
mondatirms frronn tfond data urt itwinitit sources IS Sufficiently real and
!mini!, Lott to nquire that we update and then continuously monitor these
ifei.o, y Art. appropriately timed

uto,,poi ts for i.ollitquS and linittPiSlfif'S we, Sh011id
to ,tt r!, }St ri-i,tr;t data oft I aCh Of the major sources of l'ilYertile
.tit.rt..f.ff to nrInf e,,f its hibtor flhle pattern, then attempt to develop
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some understaiitling of the forces shaping that time pattern, and finally
make at least a rudimentary projection of the future level of support from
this source

Time Patterns of Sources of Revenue

Charts and tables to illustrate and document these. time patterns are
arranged in sequence in the appendix.

An examination of data on the sources of revenue for higher education
reveals that the aggregate mcc me stream (Charts 1-3) is actually made up of
sources (Charts 4-18) that exhibit three different kinds of time patterns.
which are basically the same as those one finds in analyses of business
cycles in the general economy smooth, stable. long-term trends, cyclical
swings, and wipredictable. destabilizing shifts

Wee.an descr Me each major sour e of f tnancial support. grouped accordrng
o it--14.u.a. pattern as follows

1 tring-term trends Tuition has increased in a stable and virtually
unbroken upswing over the years (Chart 4) Gross tuition -that is. tuition
before student financial assistance has been netted out --has grown
steadily as a share of total institutional revenues in both the public and
the private s,..,ctors

State and local aperopriations have also swung upward in a strong. and
generally smooth. trend with only occasional slight dips over the entire
period since the late 1940s (Charts) If we judge by the number of dollars
appropriated in relation to program objectives- a more relevant
operational criterion of adequate funding than is the percentage of state
budget- allocations then we must conclude that support at the state
ii;vel has not fallen off In fact states in the aggregate have expanded
S(11)Port for higher education recently at increasing rates. In a number of
c,r5s. individual institutions have been allocated insufficient support
hec.aus Hwy must now share appropriations with a larger number of
institutions (particularly with new 2-year colleges and with private
institutions receiving public support). total enrollments have grown
Ithough at a slower rate than in the previous decade): and the dollar has
been Of oded by inflation Though real support per student may have
declined in some instances. this decrease is at least in part attributable to
a failure on the part of the institutions and of state budget agencies to
lorestse plan mil budget for sharply rising costs rather than to active
withdrawal of support by a public grown hostile to higher education
F iirthr now ri.riiiirerrwrits for greater accountability for both the public
and pr vale sc.hucils StlUtriti bc! regarded as general and healthy require-
iiii.ritt, rather than as punitive measures against higher education
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2 Cyclical swings A significant amount of support for higher education
has traditionally come from sources which are directly affected by
general economic activity: consequently, such' support tends to be
cyclical in nature (Charts 6-12) Individual giftsby both alumni and
nonalumni and corporate gifts are closely related to corporate profits
and to the market values of securities Thus. the leveling-off of such
support in the late 1960 may be explained as easily by the sideways
movement in corporate profits over the period 1966 to 1971. by changes
in the tax laws, and by other economic conditions exogenous to tiigher
education, as by businessmen's disapproval of student activism, an
interpretation offered by some observers.

A sharp cyclical upswing of corporate profits in 1972 and 1973
corresponds with marked increases 3n those years of voluntary support
for higher education

3 I Inprerlict,into shifts The sources mat have proved least predictable and
most reNponsible for year-to-year variations in support for higher
education are the foundations and the federal government.

Although foundation support has doubled in the last 10 years from about
$200 million to over $400 million. the support has been uneven from year
to year. as a matter of fact, the foundations contributed less to higher
education in 1970-71 than they had 6 years earlier, in 1964-65. Some of
the decline is attributable to the foundations' expanding their social
concerns to new areas, primarily to programs for the inner city. In the
following academic year. 1971-72, however. there was a sharp
resurgence of foundation support to colleges and universities.
amounting to an $85 million increase over the preceding year (Chart 8)

Federal support for higher education rose rapidly in the early 1960s, only
to level off in the second half of the decade. and even to decline in 1970
(Charts 13-181 This marked relative withdrawal of federal support
corresponds to the critical period around 1967-68. when colleges and
lalivi.rsitiobs W. t+' moving from black ink to red ink But again. federal

spec air .illy the changes in the tax laws included ( 11 the imposition r)f a 10 percent
NtirCtlarrp. On corporate and individual income taxes in mid 1968 through 1969 and a 5
pott:ent stocharqr. in 1970 that increased the effective tax rate, thus reducing the net
Lost after lio"-, of voluntary r:ontributions and (2) revision of the rules for valuing
garsin-kind to, the purpose of making deductions from market value to cost The
impact t a this change in valuation may have been to reduce the reported dollar value
ut gifts in k Ind annually by as much as $10 million that es. by as much as one -third to
one- half while the actual flow of gifts may have been unchanged See Council for
I Aid ter F.I.44.,(414444 /Pio f,orpoedhoo.Seropo", of 1-fsf,ther Effireaftor. (Nifty,"
York CF AE C1c tuber 19711 p 20
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support for the collegiate sector of postsecondary education has begun
to increase this year over last, after 5 years of extremely little net gain.

With respect to each of the major outside sources of support for higher
education, the most recent data show that

State support is increasing.

Corporate profits, which affect individual and corporate giving, are up,'"

F oundation support has started to increase sharply once again.
exceeding earlier peaks and

Federal support is increasing at a faster rate than experienced in the last
half decade

In y. the prospects for increased revenues for higher education
appear hi ighter now than the earlier published reports have indicated. It
may not be a time for despair. retrenchMent. and shifting more of the cost of
education to the students. but for hope and planning, to make future
realitieS out of present possibilities

Narrow Perspective on the Causes of Financial Distress

Still another shortcoming of recent analyses is that their perspectives on the
causes of financial distress in higher education have been too narrow. They
have looked for the causes of distress primarily within the higher education
domain itself and not beyond it

Two major causes used by the analysts to help explain the financial crisis
are (1 declining rates of enrollment growth, and (2) rapid increases in the
cost of higher education, increases which exceed the general rate of
inflation and which are attributed to low productivity. Let us look more
closely at each of these factors

eclines flt the rate of enrollment growth. The propone s of increased
tuition argue that. because of enrollment booms in the 19 Os. colleges and
universities expanded their staffs and facilities and then w re left with large
fixed outlays of funds that they could not continue to m t in the face of
slackening enrollment growth (Charts 19-21) We ha to admit that
pthicatros have tried to have it both ways We used to clan that booming
enrollment causes a financial crunch. and now we claim that slackening
r.rir oiirrient causes a financial crunch

Hut neither simple assertion about the direct relationship between
era ollinent trends and financial strains is altogether satisfactory Many
a1411t41111 1` ti) f.:.11 th.:Grunch several years befOr c enrollment growth
began t..) decline moreover during the same years. many institutions
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experiencing continued sharp rises in enrollment also suffered from
straitened financial circumstances It coutd even be that financial distress is
a cause rather than an effect, of enrollment decline if fewer students enroll
hi.caos of resonant tuition Inc roast's At any tate. it is clear that we need a
much better uncler,;tanding of the impact of enrollment on financing. .

Costs ,tod procluctivtty in higher education. Part of the explanation offered
for the financial distress of higher education relates to costs and
productivity The advocates of higher tuition observe that the annual
increase In per-student costs exceeds the general rate of inflation. The
sharper acceleration is :attributed largely - to the absence of. major
improvement% in productivity within higher education, in turn a function of
the labor-intensive character of equcation that makes productivity
increases more difficult to achieve th n in industry where mechanization is
possible

I he analysis proceeds on the basis of the following syllogism, implicit in the
argument

Because of the labor intensity of higher education. there has been very
little increase in prodUttivity.
tdirueors Saliir IPS are going up
therefore the cost of education Must gu up

T his tti foiluwis by the assertion that. while costs have gone up. the social
benefit,. of education have not. and therefore. more of the cost othigher
education should he shifted to the private beneficiaries Students and their
!remit-es r.orisi 'tote the only other trtaror source of the funds avarfabfe to pay
for lodging productivity ti e . cost increases per student in excess (*those
benerati.d by inflation) and for quality improvement where improvement
means increased costs

Sinct the recommendation% to increase tuitions are based in part, on this
ieicr Tulin of stagnant productivity in higher education. it is time to take

another Ion trio underlying concept of productivity. The conventiOnaf
yvisatirir cin tilts Siihiect has r omained unexamined for too long

pp that it is not a matter of our having measured productivity in
hignir odium atiou and found it not tO have increased. more accurately.
have ru'Vfr niiasured productivity in higher education

PrOdliCtivity 15 simply a measure of output O'er unit of input The ,
trailihunally used Ice Measure the output of higher education IS the cre

ConoT`ttIut: L1,.vtIoprntrd Mdr),Ioimerit and I' aram dig of Colleges. p
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how A broader view of education might require that we treat the credit hour
at, a measure of input rather than of output But if we persist try using it as a
meaStife of output. then we shnuld at least recogmze that a credit how
definition a fixed measure A credit hour is to the education industry'
appwxirnately what a "vehicle is to the transportation industry. If we
measured the output of the transportation industry over time by counting
bicycles.. automobiles. propeller airplanes, and get airplanes all as
vehicles,- and if we accepted the vehicle count as a measure of output and

rejected what we know about increases in passenger miles traveled, then we
might well be distressed over "stagnark productivity- in the transportation
industry Vet the 180 credit hours that 1.44;zok a,studentin the 1920s to earn a
degree in engineering to help design the assembly line for mass producing
the Model T is thetame 180 credit hours that it takes a student in the 1970s
to earn a degree to help design the space vehicle that flies us to the moon.

.The 'stagnant productivity" argument is a ragged, and incomplete
explanation for the cost increases in higher education, increases which are.
owever. sharper than the rate of inflation in the rest of the economy. A

more complete explanation would at least allude to a number of other
developments that have affected institutional expenditures. e.g., (a)
expansion of the coverage of minimum wage legislation to include
employees of ( nonprof it) educational institutions. ( b) increases in the levels
of these minimum wages. (c) extension of collective bargaining into higher
education for both academic and nonacademic employees, and (d)
implementation of the array of federally mandated programs including
affarnative action and occupational health and safety.

Approximately three-quarters of the operating budgets of colleges and
universities are expended for the wages ancl salaries of academic
employees who teach and do research and of nonacademic employees who
work in offices, cafeterias. and hospitals When I started graduate study in
the mid-1960s the nonacademic workers at the eminent university where I
matriculated were paid S 85 an hour at a time when the average wage of
manufacturing employees was S1 80 in that state and S2 60 in the nation as a
whole Many of the university's nonacademic employees were hired only for
the 9-month academic year and faced forced summer layoffs. Thus. their
jobs took on aspects of seasonal employment. the effort from which yielded
an annual income below the poverty minimum The extension of minimum
wage legislation to these employees helped to redress partially these
imbalances in income Since then. in addition, collective bargaining has
begun to spread (although at uneven rates) among educators. whose
annual income may in the past have been considerably lower than that of
their counterparts in industry with equivalent education, experience and
responsibility
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The rapid increases in higher educational costs should be seen, at least in
part. as the result of more equitable income and social policies and not
exclusively-as the consequence °flow productivity Indeed, were we to hold
to the limited view of pioductivity'w education, we would have adftrange
paradox to explain Increases in labor and capita' do not, by themselves,
account for the bounding long-term rate of economic growth in this
country. there is a vast residual growth,' usually explained 4.improvements
in technology and by education. Thus, we have a situation where
productivity is said to have increased very little. but, at the same time:
education is used to explain a substantial amount of the increase in
productivity in the national economy as a wholeeither directly. or
indirectly through improvements in technolcigy.

.f Prospects

What. then are the financial prospects for higher education? In the last
several years. a fragile stability in the financial conditions of institutions of
higher education has been abhieved not by increasing revenues liut by
holding down costs

In the next se"eral years. however. financial conditions are likely to be
determined by an opposite set of forces The prospects for increasing
revenues are much brighter now than they have been in the recent past. On
the other hand. management cost cutting by institutions may be
approaching a point of negative returns at the same time that inflationary
pressures are becoming overwhelming In short, the near-term financial
prospects depend on either the nation's controlling inflation or the
institutions adapting to it But inflation cannot be used to argue that
students should bear a more than proportional share of cost increases

Conclusions about the Analysts of Financial Distress

With respect to that part of the casq for higher tuitions that is based on an
analysis u; financial &stress and its causes, I would argue that

1 The lung-term prospects for increased revenues are brighter than they
have been depicted Consequently. we may not, in fact, be faced with a
situation where the only alternative is to pass an increasing share of the
costs on to ;tridents and their families by raising tuitions

'Earl F Chet( The New Depression in Higher Education (New York McGraw-Hill.
197ii The New Depression in Higher EducationTwo Years Later (New York
rvi,,C4r.luvHiil 1973i Colleges Make Progress in Curbing Cost Rise.- New York
T,rrres January 16 1974
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T he causes of sharp cost increases in higher education are located not
just within the educational sector itself but also in the general economy

Searching for explanations for the financial distress in higher education.
what the analysts found depended on where they looked. They looked
within the educational domain both for the causes of and the solutionS to
the financial distress

It we broadened our perspectives we migth find underlying causes of the
ktiStftss iii

1\.

War which for.ed cruel choices among domestic priorities.

f ii.nital inflation

Cyclical downturn in corporate prof its resulting from general business
Condition',

Federal reassessment of the role of research.

Social commitment to equal access to postsecondary educational
Opportunity a commitment that was not accompanied by sufficient
nubilc funds to achieve the goal. with the result that educational
institutions have been trying to make up part of the deficit with

' educational bands.

Income policies. including minimum wage legislation and collective
bargaining.

And now even the energy crisis, which, by adding unexpectedly to costs.
threatens to topple arduously regained budget balances

At the very most. these causes of distress can be used to argue that students
and their families might be asked to bear a proportional share of the cost
increases They cannot. f believe. he fairly used to ask them to bear a more -
than- proportional share of the cost increases

Equity and Efficiency

T he second inapt' argument advanced for in, !easing tuition concerns
rqiiiity and efficiency in the allocation of public Support for higher
education The advocates of increased tuition contend that, even though
clover nment spending has been greatest for low-income students. much of
the priblir support for higher education accrues to middle- and high-
income students consequently the distribution of subsidies is inequitable
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ttf aildit ton they say such subsidies are.int,tticient because these students
would gi) to college anyway. the subsidies do not affect their decisions

nir, if 1.1,1verninint enntiritti- t,1 ht. ,1151fiblitt',/ as it is now. we cantlfil
Make substantial progress rrl achieving greater equality of educational
Opportunity

I hey pt., 1p(ise to correct this tautly distribution by increasing the
pi ,,p,,stion of direct federal gr ants and loanS to students according to their

to p,iy Anil it the borne. titilt by raising tuitions at public institutions
I t, -strategy they e !aim would Mote effectively target governinent aid to
tn. A/fist need it most and thus improve equality of educational
.p,irtunit In addition a large part ot this direct student aid would go to
, . (Itlivrt.,10.-, the. it.Iflil tit Illtitit'I tearttctns thus, Institutional

lilt It'tiSt'ti

These arguments are both plausible and appealin§ to our egalitarian
But again we Should look closely at the data and the value

luddment these propositions

jt .1 /.?:"1. rfricar-

t to !tit. tt; ,),111,.i,-cociatorl with highor tWn are clearly Centlal
1 1 rh. afiirial (#104 of Lte!atiriq the capacity to diliver educational

- i,14.0.- 011.1 1,..) ?II* ',in id, y().11 til ,icoirin9 OppOtttinity to benefit
turn those educational services These twii goal!" are separate and distinct
Nit ,i,p-,icares or higher tuition confound them Theis. the support

'tended to c. real educational capacity and the support intended to assure
ational opportunity ate lumped together and the distribution of the

minified nt is evaluated against the single objC.Ctiye of assuring
,q11111 ,upz le. hitlity

Ti, 1, not whether all aid i'.-ittei lively targeted to ,whieve
tr) t .it 1",ii educational i)ppothinity What wt' need to ask is

i psi vit tseititcL, and by which love! of
1.ei:11,eilt intended to create educational SeryiceS. and what is the

pi rlditional rt,otirce; intendo.(1 to ak,,,utr
q.atointi-, bent-tit hum those ,,ervicin,-)

so who rriiii that we shookt raise tuitions .111(1 reditect the
piled pel. ate ti( 11f(.4"; '11/ generated Celtic:451yr. ot th- pulicyaiterrlativestit

i",(t Amount, r )t are Channeled either to students
`..,tiintrit, arid ir,slittitionl-, ate virvve...d is adverSarleS in a

T , '01111
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I here r: a basic distinction between the educatrormf goat of creating
eilticattonal services and the social goal of achieving equal opportunity in

(limn y The social goal is broader extending' far beyond thducaton
thi re soin cos needed to achieve it should cootie from general revenue

ot, and not he diverted from educational goats or generated by means
tut .1 Fax on education

Hedostrdiritron of Income

Some analysts explicitly propose raising tuition for the purpose of
redistributing income The additional revenues generated through the

tntliCis paid by unassisted students are to be channeled into aid for
needy !Ai If this redistribution takes place within individual
institiiTIons then it involves only those families who happen to send a
student to muse colleges. not the population as a whole

l) a startling t' tell( this VillStrblit101 is now taking place by means of the
Within intivaSoS, that have already occurred There exists at present a large
-a wirer it aid sullsirty gap. that is. the amounts of student assistance awarded
ny institution~ tar exceed the amounts of income channeled through them
specifically 'or this purpose (Chart 22) Since the mception of the major
piiigrains of assistance for low -inconie students in the mid 1960s, the
!Audent aid subsidy gap has amounted to a staggering $2 billion In 1971-72,
tins. muNt recent academic year for which we have data, the subsidy
rTrIcti lilted to more than a halt billion dottars at all institutions and more than

a of a billion dollars in private institutions alone Because of their
high tuitions private colleges and universities provide a relatively large

int ot ifiric.t assistance to each low-income student who enrolls Thus.
the aggregate student aid subsidy gap is '-ligher at private institutions than
at public institutioils

It th+` .11711itint of the ayaStaricie that private institutions provide from their
dlicatiimal hinds is divided t-)y the total enrollment at private institutions.
we find that in 1971-7? the subsidy gap was -on the average across the
nation about 5125 for each and every student enrolled This means that. it
adeotiats. funds had been provided from public sources to support StOdPntc
whit nentied addifklhat assistance tuition could have been reduced $125
that year for every student enrolled at a private institution, whether assisted
or unassisted Over the 4 years conventionally required to earn a
hat calaureale making up the subsidy gap would result in a $500 tax on
every stud/ :..ho now attends a private institution

There is a similar but smaller tax imposed on the students who now atten0
pubc instautinris T he proposed strategy of raising tuitions at public
institutions and ir,directing the added revenues into student aid would. in
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effect. introduce a similar redistnbutive system mtoifiepublic institutions
inancial reform hes in the direction of removing the special tax from the

:student.; emoiled in private institutions. rather than posing it on the
ent oiled in public institutit.ms The resources needed to achieve

opportunity ought to be provided from general revenues
and not from an educational tax on the students

Irpfetgonttatiotrat I, arINfers

I herr. is 1 hlieve a central flaw in the analysts of those who have concluded
mat it.ause of a current rnaldistribution of aid, tuitions should he
mut eas..0 and support reallocated among income grocips in order to
.ii.tii..vt.rirt-ater distributional equity The flaw was first noted by Dr Joseph
P,(,timari who ;Joints out that the costs and benefits of any plan for
summing tootier education cannot be assessed at a single point in tune
her oust. the i.osts and benefits occur over rime

)11Ntfltiently in devising plans for financing higher education. we need to
.ltrmine not only who should pay but also when they should pay. The
tuition issue is then transformed It is no longer a question of how much the
sti 'dents should pay and how much they should be subsidized. the question
becomes whether they pay now or later.

Bicausi investments in education are among the largest an individual
makes ,n-a lifetime and because the benefits of the education accrue over
mat lifetime most people generally agree that the payments for education
-mould be spread over time This can be done either through the mechanism
of high tuition coupled with income-contingent loans or through the
!I WC rltinISM of low tuition coupled with income-contingent taxes

In both cases. the education is financed by intergenerational transfers Of
resources The transfers can be made by means of private mechanisms,
whereby institutions charge high tuitions that are paid out of the
accumulated savings of the paientol generation and/or out of loans to
students that will be repaid from f uti.. re earnings Or, the transfers can be
made by means of. public mechanisms. whereby institutions charge low
tuitions and the difference between tuition and the full cost of education is
financed with the tax payments of the parental generation Then the costs of
the low-tuition benefits are subsequently repaid out of taxes on the future
earnings of the student generation

-----
Joyvh A Pechrnan The Distributional Effects of Public Higher Education in

California &Diana! of Human Resources 5, (1970). 361-370
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tie intrgener tion ii nature of the transfer of resource,' is essentially the
t1111 Either the transfer Mechanism is private Or public Using either

113,, ti,{r1.,..11, Lusts tir,.tti the wipe; tei Now% in the capital
ni.iiktTtOt ithtst!notIt in education however interest costs on private 1c)ans
to finance eitiii,tion are eALe,oclingly high notwithstanding government

,t rt.vy ,stttoftoary marketing association for student loans
T h,, entert ,st son hrges or private educational loans result insubstantial

age tit t.rt ttlt att- ii item net attuodi transfer system for financing
,i;r.311 It may simply be easier and less. Costly to make the Ihte,:r-

1.r,i,r.tt,i,i; 1, of the public rather than the private sector

4 .10i, .t« to education has broadened the intergenerationa4
!f ,1';',f4 ;11,, rinani..ing it have shifted from the private to the

it first tut elementary education and subsequently for
. iiidary clur .01,in I here is (.ti inherent reason why the financing of

pi t,f!oCation should differ in essential ways from the
; 1,1 Il seci-mdary eiiiication Advocates of increased

"vi..i./ that a public tax transfer System to support !Ow
fifir1 Public r';rthet education is inequitable because some people who do

t ler rorii the educat lona I opportunities arf, taxed Such concerns did
pia, ,, role in the political decisions to providetax support

ttl.fly 1t1.1 e0k1CatiQt1 Some have pressed the
and sksconclary education is cornpulsi-ny

,.tplary ,ity.)n Is voluntary But distinction does not
g, ,if family who must pay taxi!, tosupport an

out II,. "ow .0,, if, twrn whit. h thf 'y fig,rive no immediate, direct
y.t .1 Itidchttit vva Made that ?hi' httefst,. of the no

.eei,ei fit society as a whol7 outweigh the
; 1 ..1. torn: of tirianirq imposes or' childless

f.ild their c to privatesc.hohls
it

lath, '1!.

1 , ,t111-.tr- 'it, 'AO! ,it'tttitti it> itIttWttltIti
tlt'tit.t:11titx. 1 .1? t s!.0)( ."11ht,,ty,(1(;

. , . r'i !ARA.- ,

rt tr , 41' thty fit/t W
" 1. 1, ri,11 I. I ta r 14 of. r at',.

't ; C. 1 .. , a: t or if twit< ins as
,- 1- Low,idring riot 'nay 'nit.

" . 1' I,. el T. :it t. t

r.. t 1 ;tl'. ,.,"! )..,1

'.i I j* t!t" ti.-y 1
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the trade as "horizontal equity and -vertical equity Horizontal equity
means treating peop/,.? in similar circumstances in the same way Vertical

gli,111, tie,iftnq boople in different circumstances differently

I think we may add to these standards a concept of longitudinal equity.
fcr t..orrrees, the idea that people should he treated faerly over time

T his concept shoutd not be used as a conservative argument against any
i.hangt. in the historical way of doing things, or against reform designed to
intioeirice greater e.ur Rini vertical ter horizontal equity. Fair treatment of
oov it (ly, time is. however. a relevant consideration in weighing the net
henitits ..stiUtnq from proposed change's

T ht. c onuept of longitudinal equity would apply to the tuition debate in the
foliowing way As I mentioned earlier, the financing of education is spread
out over time with resources being drawn either from the previous
generation or from the future generation Historically. our system of low-
t whorl public higher education has been financed by the parental genera-
tion for each succeeding student genritation. Over time, increasingly
wealthy parental generations have proviatodimore and more resources to
the student generations. and access has brdadened to the point where we
ar ,lnproachmo universal access for able students from upper-and middle-
incCurw tarnifiS

Nr;i,r, at the time in history wheel, we are making serious attempts to
broaden access to low-income students. we change the rules of the game

-

Wi' pr opose to shift a larger share of educational costs from the-palental
,;ni.ition to the student generation the students MUSE bear these costs
itht nnw r)r later from future income

r
m,i,,,y obtained our ender graduate degrees for no or low tuition and a
i..vv,1;111,114-; a ,,Orllyster in student fees But now wht'n it is our turn to help
pay tf (tip ettilCatiOn of the upcoming generation- we renege and shift
rni)w trie burden to the students It would he "fair- to devise a financing

dither on low-tuition. parental - generation iaxation or on
hion tuition student-generation hore...,wing The inequity arises at the point

When VVi swath systerns in this case shifting burdens forward from
; the Student generation It would secin that the current

t,,,I,ia ge..er at ion partc;.usar iy the lower-income students. could be
Iir-tiriatily outraged

II it, ',Lit., 411.a1.-. to ,-;( they e Lbstr ,butortal E quay

1: t orii.ri, for di,tributional equity in comparing plans for financing
'01(tar Lat Ion relates to fairness in sharing the burden of costs

rinetitt, among people in different income groups Equity
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depends on who gets the net subsidies that rs. the benefits minus the costs)
to comparison with who we think ought to get them

The net educational subsidies received by various income groups at a
particular point in time is a function of the following determinants, for each
of which sets of public policies may be devised

Determinants of Net Subsidies - Policy Domain

Educational costs Educational policies
Resource utilization policies

Student charges Tuition policies

Student assistaiii t Aid policies

Enrollment patterns by stud,its
by inCOMv
by typo of institution

Admissions policies
Access policies
Reteoloun policies

Income distribution In,ome policies

Tax rates lax policies

Proposals to r tuition, e.,en when combined with proposals to increase
student aid focus on a limited subset of the possible policy alternatives
detiigned to broaden access while improving distributional equity. The
thuticulai domain on which tuition analysts focus in proposing
change', is more function of their values and of their assessments of the
political teasibinty of the var !OHS alternatives than of the underlying
empirical analysis

T rei...arouiiii, 01;.i.ii,-,1,10o of oquity ,tn.! ctfiCivricy as it is related tO Inf.!

1- ?hose' who i,(inti.nit that this present distributiOn of public support for
higher edur:ation is inequitabie and inefficient because too large a
proportion of the subsidy gobs to middleincome and upper-income
students ,i,dher than to 10W-in( (Oni' students tail to make clear
distinction ncsivvf,r1 the educational goal of providing educational

ices and thf ()dal of assiiiirige.quat opportunity to henetafrom
thsle the drdnhotion of cry.,-. and hntits ,,htliiirt not hi.

,ii).1),..0 volt'
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2 Raising tuitions and channeling the added revenues into student aid
introduces a system of income redistribution that operates within the
educational system and not across the population as a whole. Raising
tuitions is an inefficient and inequitable way to achieve more equal
income distribution

3 Financing education throu,gh public mechanisms for intergenerationat
transfer of resources may. on balance. be considerably more fair and
efficient than financing through private mechanisms

4 We need to pay more .--ittention to equity as it applies over time if we shift
relatively from tax-based to loan-based financing

he recommendations of the proponents of increased tuition for
achieving equal opportunity do not flow directly and inexorably from
their empirical analyses But then neither do those of the low-tuition:
advocates Both positions are. rather. a function of the values of those
who fount dated the recommendations

Improvement of the Educational System

I he third argument for increased tuitions maintains that the educational
system would he improve-id (1) if the competitive position of the private
institutions was strvngthened by reducing the tuition gap between the
public and private sectors. and (2) if the whole system were made more
responsive through p; Wing mechanisms where the students as consumers,_,
express their preference with tuition payments in more competitive
educational markets Let's look at the line of reasoning

t?(,(Iu, log the ri),11011 Gdp

I he financial plight of private institutions is ie matter of very real concern
Hut propr.isais to help private institutions by increasing tuitions at public
irpAltutions thus reducing the tuition gap_ focus too narrowly on

for ,,mollment as&the primary source of their distress

to ak,sessinn the probable effectiveness of the higher tuition recommetv
dations in helping the private schools we might want to consider ::..:veral\
additional facts that relate to differences between the public and thepnvaie
euur.. )rhil sectors and that would lead. I think. to the conclusion that the

far more complex than simple competition for enrollment

Eie,i graduate student enrollments are proportionately half again higher in
pr.vatr, than in F:et-lic universities About 30 percent of all students enroll,,ri
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in private universities are graduate students. as compared with about 20
percent m public universities. Consequently, recent cutbacks in federal
support of research and training at the graduate level may weft have had a
etere din" effect on private institutions than on public institutions generally.
Raising tuitions at public institutions as a response to this problem may be
as likely to spread distress as to spread enrollment

A second consideration is that tuition levels are, in general, directly related
to institutional size The larger the school, the lower the tuition. These
differentials may be cost-justified Private institutions tend to be smaller
than public institutions, and in many cases their smallness is deliberate, the
fulfillment of iraditionally held beliefs about the educational and social
values of a small college

It small size is a worthwhile educational objective from the point of view of
society, then that objective may best be supported directly by awarding
assistance to small institutions or to the students attending small
institutions rather than indirectly by raising tuitions at the larger. public
institutions

iith respect to competition for enrollment, market shares depend on how
One defines the market. private universities have held their share of
university enrollment. and private 4-year institutions have held their share
of 4-year enrollment. c bit more successfully than either has held its share of
total enrollment What has happened is that the private institutions have not
participated in the rapid growth of the 2-year college educational market.

Educational "markets are segmented by different types of institutions and
linked. but they also have a geographic delimitationthey are not national
markets Except for a few prestige institutions with the power to draw
students from all over the country, most educational markets are regional.
state or even local

A national policy proposal to increase tuitions at public institutions in order
to reduce disadvanelge in pr ice competition facing private inste..itioi is does
not take into Lawful consideration the federal nature of higher education in
this country We have in fact. 50 different state situations. Private
enrottments range alt the way from 60 percent of all enrollments le
Massachusetts to zero in Wyoming and less than 5 percent in four other
states. Further. pr ivate enrollments are highly concentrated geographically
Iwo states New York and Massachusetts presently account for one-
fourth of all private enrollments. these two states and four other's
Pennsylvania Calitornia lilinnis. and Ohio -ancorbit for one-half of all
I )rivate enrollments From a national standpoint. it does not seem
n-asonahle to raise tuitions in public institutions in Wyoming to help private
institutions in Masslichusetts f rom a state standpoint. it does not seem
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reasonable to raise tuitions for, say. the 85 percent of the students enrolled
in public insittii lions to help private institutions that enroll 15 percent We
ought to be Mite to devise more carefully honed policy instruments

. ItriprOvrry HeSperlSivufieSS

Judgments about how responsive institutions are to their constituencies
often differ between the increased-tuition and the 10w-tuition proponents.
The increased-tuition proponents more frequently charactdrize institutions
as relatively unresponsive They seek to enhance responsiveness by pricing
education closer to full cost and relying to a greater extent on market
mechanisms to permit students to express preferences

The applicability of the market model to higher education is a subject that
requires another complete paper Let me simply observe here that the
students in whose interests this plan is supposedly advanced. and who have
the keenest interest in the quality of their education, are among the most
vociferous opponents of raising tuitions. They may be knowledgeably
skeptical hut assurances of increased student aid, or they may feel that
they can develop better ways to express their educational preferences than
through pricing

Idealized Reform Proposals

T here is a tendency among the advocates of higher tuition to compare an
ideal /led version of their reform proposals against a more realistic appraisal
of the existing systeei wi't's its admitted shortcomings

We must work ardently to improve the educational system. but the one we
have is basically workable. and along some dimensions it is even'''
Pxtraord:nanly successful Real losses would be inflicted if tuitions were
raised and that decision is proved to be wrong Therefore, we should

f`f .11 cautiously

ir!,v1( adi Aid
1

kiet.all for instance that student based assistance programs were proposed
as ere natives to institutionally based programs on the grounds that they
sir/quay the awards of aid and make them more equitable I think we are
,urprteltfi now to discover how short a time it took to bureaucratize BOGs.
how the ,administrative regulations are accumulating into thick volumes.
how the certainty of the awards is becoming the inflexibility of the awards.
how the simplicity of the award calculation is becoming the inequity of the

n.1 )iittat pritcInIpt ion that the expected family contribution will in fact
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be available to the student We are surprised now about how difficult it is to
answer questions of fairness in the treatment of assets and in the-definition
rind titat.iierit of dependent or independent students questions which
may even end up in the courts in constitutional cases testing equal
protection arguments And finally we may be surprised at how a program
devised in part to help the private institutions-- which awards a little more

but not really enough aid may actually be hurting them as well as hurting
2-year public institutions while helpingt4-year public institutions. We may
be surprised by the possible adverse impact on tuition levels at public
-institutions in states where they must raise tuition levels as the only way to

deral assistance funds awarded a formula based in part on
educational cost And vi:c may even be surprised to discovera possible shift
n the locus of postsecondary educational decisions toward the federal from
the state levels of government

If that system of support had been the one we started with some years back.
I could welt imagine a current reform movement the central tenet of which
would be that low tuition. together with an income policy to aid low-income
students is a .simploi and more equitable- system for financing
postsecondary education

Such a low-tuition financing plan might even be advanFed as uch more
attractive to the voters We are only now beginning to understa d some of
the political dimensions of the tuition -debate. t-or the o rposes. of
developing student f inancial assistance programs. middle-inco e families
are categorized as famines who do not need financial aid to end their
children ollege They are excluded from programs of direct inancial
,assistance to low-income families. yet they provide the taxies to support the
assistance programs Strong opposition is growing to expenditures for
those programs which they support through their taxes but from which their
children are excluded Support for low tuitions may be a more politically
viable alternative

Iricume-Conttrigetzt I oaris

Similarly. I think we hawe been presented so far with an idealized version of
income-contingent loans to students to finance po. 'secondary education.
But there are it appears. two basic real-world problems with them.

The banks who are the lenders. don't like them

The students. who are the borrowers. don't like them.

Hr.-mark. r)1 )arses fi °Hard. Chairman Sp coal Sobcommittee cm Education. on
ttir Hotl,t !" ,.,t rif_fr,bcr 7 1973
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Now remember that the income-contingent loan is usually offered as part of
a program to permit higher tuition costs to be borne by the student, who
COnSequently carries stihSta:itially larger amounts of debt To reduce the
burden of annual repayment of principal ?nd interest. the term of the loan is
converted from short-term to long-teirm !Then. to mutualize and reduce the
risk of the long-term repayment. the repayment is made income
contingent

But the hanks. which currently supply by far the largest proportion of
educational credit. are themselves short-term borrowers and short-term
lenders As Rubert Hartman has so insig?ttfully pointed out. extending the
term of the loan is not lust a matter of simple detail, it probably is a matter of
finding new longer-term sources of educational credit

As to students. what evidence we have indicates that students vastly prefer
short-term to lung-term credit, even if the short-term loans carry a higher
interest rah. Students may not be altogether indifferent to the fact that
repayment of it loan of. say. S10.000 at 8 percent over a 30-year period
involves a total repayment of around S26.000- 510.000 principal rd
$16.000 interest And who knows if the discount rate:, economists use to
compare the. present values of the original lowr and the subsequent total
repayment reflect students' real time preferences betvveen current
consumption and future consumption

This is not to argue that ni.w ideas cannot be made to wsrk It is rather to
argue that improving the capital market for Investment in education more
complicated in the real world than the recent analyses would lead us to
believe The student loan market is not. in fact. now able tclmeet much of the
pressing need for resources for postsecondary education

The analysis of income-contingent lending nas taken place so far within the
education sector We might want to look at its dynamic interactions with

Robert W Hartman Graduate Student Support in Federal Policy AllerrpaltveS
toward Oranuare Education (Washington National Board of Graduate Education,
Marcn 1974i

It might he instructive to observ., for instance. that going from short-term loans to
tong-term loans a small portion of which are lust becoming available to tow - income
home-buyers took more than 30 years -from the? 1934 creation of the federally
insured mortgage (FHA) to the 1938 creation and the 1950s expansion of the
secondary mortgage market (FNMA). to the 1968 creation of the special agency
iGNMA) to meet additional riAeds for subsidyfor low-income borrowers And in
borrowing to firaaT7Ce homes h is easier to develop a loan system because you have
physical coiod-rai for the loan which you do not have in borrowing to finance
rhication

44.
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other sectors What happens, for instance, when a young man with a PhD
and a $10.000 educational debt marries a young woman with a PhD and a
$113.000 educational debt? What kind of reception will they get from the
mortgage credit analyst when they go out to buy a house and put down on
the loan application that they already have an overhang of 520.000 debt?
the impact oat home buying is not likely to be irrelev.int or inconsequential

It we really shift to debt-financed postsecondary education, we must pay
more attention to questions about how requirements to borrow -which may
fall disproportionately on students from middle-income familieswould
affect the relative distribution of income and assets of thrze students. in
comparison with the current situation of subsidized low-income students or
parentally financed upper-income students

In making that comparison. we.(night want to take a look at the tax structure
to ascertain whether investment in people would be treated fairly in
relationship to investment in capital goods. Wemight find, for instance.

er, capital gains treatment of some returns from investment in physical
'ca tal and a highei income tax treatment of all returns from investment in
edu ation And we might find that the expenses of creating the asset are
deducted from the income from physical capital but not from that of
educational capital. or that the value of physical capital is recoverable in
depreciation allowances. but that the value of educational capital is not.

Summary

In summary. I would argue that.

The case for increasing tuition rests on

analyses of the causes of and the solutions to financial distress in
postsecondary education which are too narrow in perspective.

idealized rather than realistic versions of the changes that implementing
their proposals would bring about. and

incomplete analyses o1 -the issues with respect to equity, m the tuition
debate

Consider. for a moment. the bizarre implications for social Justice when the
educational system is used as a system for redistributing income, and
college admissions officers. together with financial aid officers, function as
arbiters among families as to who is taxed and who is subsidized. The
problem is that we already have a system that works that way But decisions
about the proper distribute-in of income belong in the public domain and not
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within the education system Reform lies not in the direction of increasing
these effects by increasing tuitions and redistributing the added revenue as
student assistance but rather in reducing these effects

The case for less-tha-lull-cost tuition rests on recognition of the social
benefits of postseCondary education. and finally

The case for low tuitron rests on

preference for public rather than private mechanisms for spreading the
costs of education over time.

skepticism about the basic superiority Of increased use of loan-financing
over tax-financing for postsecondary education,

conv-nion that the educational system should not be used as the.vehk;le
for income redistribution. and

belief that greater and rinore equal educational opportunity can be
secured through low tuitions rather than through high tuitions offset with
student ascictance to low-income students

The recommendations to increase tuitions at public institutions, conceived
and carried out with a mentality of retrenchment, may be untimely They are
certainly self-limiting and self-fulfilling

Increased-tuitien proponents have defined the tuition issue in terms of
reallocating a relatively fixed share of national resources The tuition issue
should be redefined in order to consider in broad terms the place of
postsecondary education among national priorities

I
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CHART 3

Current Funds Revenues and Expenditures of
Institutions of Higher Education
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TABLE I

Current Funds Revenues and Expenditures of
Institutions of Higher Education

(Aggregate U.S. )
(Dollars in Thousands)

Year Revenues Expenditures

1947-48 S 2.037.770 S 1.894.464
1949.W 2.390.079 2,259.941 li;
1951-!,.2 2.579.364 2.486,229
1953-54 2.966.264 2,902,466
1955-56 3.628.773 3.524,744
1957.58 4.675.513 4,543.562
1959-60 5.812.759 5.627,962
1961-62 7.466.461 7.190.077
1963-64 9.591.330 9.224.935
1965-66 12 796.207 12.569.943
1966 67 14.632.857 14.301,905
1967-68 16.910_420 16.565.909
1968-69 18.974.320 18.578.772
1969.70 21.638.590 21.161.677
1970-71 24.021.374 23.515.225
1971.72 26 400.915 25.718.535
197',2-7 i 28 854.972 28.094.315

` s.s Utfic.!,)t Edutatiun Hig`ler Education Finances. Selected Trend
eqr 1.).a..pW,Ishingturi U S Government Printing Office. 1968). p 3. U S
err., flionc.,,i.StatIstics of Institutions of Higher ECitiCdflOrl Current

Ih'vt"+,rt, 114(11 rpeoldttirres 7965-66. pp 7 12 and following years 1966-67 p
1 t,H I, 11 19hii-69 p 15 1969.70 p 12 and National Center for Educational

; y data 1974
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TABLE 2
Current Funds Revenues of Irmtihitions of Higher Education

By Control at Institution
44giegcileTT S r

DOndlS n ThOUSdirdS)

Year Public Institutions Private Institutions All Institutions

1961-6? S 4 147.426 53.319.035 $ 7,466,461
1963-64 5 368.679 4.222.651 9,591.330
1965-iiii 7 397.672 5.398.534 12.796,207
1966.67 8 622 426 6.010.431 14.632.857
1967-68 10.412.055 6.498,365 16,910.420
i 968 -69 11 851 538 7.122.732 # 18.974,320
1969.70 13 870 962 7 767.628 21.638.590
19 "0. i i 15 644 733 8.376.641 24.021.374
191 :2 17.21i 026 N. 9 189.889 26.400,915

18 993 835 9 861 137 28.854.972

Current Funds Expenditures at tnstItuttons of Higher Education
By Control of Institution

Aggregate tl S
10011,4r% in Thousands)

Year

1963 64
196:., I

Public Institutions

S 961 Y)t)
C, 1144944
- 114./03

Private Institutions

$3 222.521
4 110 494
5 455.24U

All Institutions

$ 7 190.077
9.224.988

12 569.943
11.0;6 h fi 361 451 5 940.448 14.301.905

,)) 10 102 844 6 463 065 16.565 909rl ')1? 811 / 065 941 18 n18.772
1'9t)(4 1 i .09667 7 8re'.010 21 161.677
!4: 1,, Hz 8 402 748 23 515.225

I. ! 16 608 0: 4 110.461 25.718 535
!4.; 1m, ('9 S%9 9 '64 9.36 28.094 '315

I _ f 1,0 tcoe, t chic f u.rnr e5 sefer ter/ Twnri
s , !) f PhriIing Office. 19681 PP 3 38

" r F I loshrutiuris of fifghipftir,,.. eIf; I I 1.1! Plh') r,f. I.:, 11 Arid fr)Ilnwing y(!,1:,
of e " I46- f,'4 I 1.. 1 (4F0 :1) Ant: g

I !.. ,e ' ;r, :1.04 1:4:4



.
611 E XPLOHINI, THE CAST F OH LOW TUITION

4
n

'

.

4

4

/

CHART 4

Student Tuition and Fees at
-Institutions otlittatterEducatIon

By Control of Institution

Alt
/ Institutions

Pnvate
Institutions

Public
Institutions

* t 4 I

I . 2 "F
,r t C .0 7 7.

F ;scat Year

, . U Offici uf Education. Higher Education Finances Selected Trend
sty Dat., ilAlashinyton U S Government Printing Office. 1968). pp 3.8-9.

31i It) t)HEW's Financial Statistics of Institutions of Higher Education- Current
l4pvi.wies and f rperrdifures. /96561i. p 10 and annual issues. National Center

1.,, ,i,,,n.ti rarirmnary data provided by Mr George Lind (245-7961)
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TABLE 3

Percentage of Tuition and Fees in Educational and
'Genera, Current Funds- Re-Venues

(Aggregate U S.)
(Dollars in Thousands)

Year
Educational and General
Current Funds Revenues

Tuition and Fees

Amount Percent

1941-48 $ 1 546.814 $ 305.632 19 8
1949.50 1.846. 825 395.855 21 4
1951 52 2,035.401 448.395 22 0
1953-54 2.356 506 554.179 23 5
1955-56 2.881.759 725.926 25 2
1957-58 3.762.532 939.111 25 0
1959-60 4.712.548 1 161.753 24 7
1961-h2 6 072.219 1.505.329 24 8
1963-64 , 830.033 1.899.455 24 3
1965-6F, 10 340.164 2.679.605 259
1967-68 13.919.754 3.393.602 24 4
1968 -VI 14.417 303 3.829.824 26 6
1969-70 16.593.582 4.438.486 26 7
1970-71 18 517 216 5 042 978 272
19, -1.; 2u 3441'58 5.624 1 72 2.76

SourLs U 5 Gffn.E. of Erlutation Higher E duration Finances Selected Trend
Sumrnxv 'Washington U S Govi.irrirrient Printing Office 19681 p 3 U S

Office of Education F inancia1Stat,.,tics of Inn titutions of Higher Education Current
Funds Revenues and E Nueriditures. 1965-66 p 10 1967-68 p 11 National Center for
E d tic at lo n a I StatistiLs orPlammary data prov iciPri by Mr Gporqe l ind (24C-7961



T
A

B
LE

 4

P
er

ce
nt

ag
e 

of
 T

ui
tio

n 
an

d 
F

ee
s 

in
 E

du
ca

tio
na

l a
nd

 G
en

er
al

 C
ur

re
nt

 F
un

ds
 R

ev
en

ue
s

B
y 

C
on

tr
ol

 o
f I

ns
tit

ut
io

n

F
is

ca
l

Y
ea

r

A
ll 

In
st

itu
tio

n&

7 
C

'<
i

V
47

T
,in

q 
r 

..'
s

F

gf
';:

f?
".

,'!
?)

it1
1

P
t2

cC
r-

n1

/i!
? 

i
;

P
ub

lic
 In

st
itu

tio
ns

dm
",

 G
en

e,
 if

7
ai

tg
a'

i
.if

id
 F

ee
s

C
it 

P
et

it 
F

id
f:,

1-
,

11
'

A
m

ot
,n

1
P

er
ce

nt

P
riv

at
e 

In
st

itu
tio

ns
!

.

E
du

ca
tio

na
l

an
d 

G
en

er
al

T
ui

tto
n 

,r
,6

I t
.e

s
C

ur
re

nt
 F

ow
ls

R
ev

en
ue

s
A

m
ou

nt
P

er
c:

en
1

H
".

.1
r,

 1
h2

6 
,1

*.
".

2 
21

9
S

I 5
05

 1
29

3 
39

6 
77

..'
S

 4
29

.7
31

12
6

52
.6

75
.4

47
$1

.0
75

.5
98

4)
2

19
b3

-b
4

7 
63

1:
: 0

.3
3

1 
69

9 
41

5 
5

24
 A

4 
39

6 
86

9
58

2 
86

5
13

 3
3.

43
3.

16
4

1.
31

6.
58

9:
3i

3
19

65
-.

66
"0

 3
4

16
4

,'.
67

9 
tx

JS
25

 :4
ti 

04
7 

29
7

85
4.

45
8

14
 1

4 
29

2.
86

7
1.

82
5.

14
7;

42
5

19
66

-4
)7

1 
.4

8f
, 7

1t
i

.2
.9

82
 4

69
24

 9
7 

13
3 

94
6

97
7 

41
9

13
 7

4.
85

1.
77

0
1.

93
5.

05
0i

40
 9

"c
.)

6;
' -

68
1.

'3
 9

19
 7

54
3.

39
3.

4[
12

24
 4

8 
70

6.
99

3
1.

20
9.

32
8

13
.9

5.
21

2.
76

2
2.

18
4.

27
4!

41
 9

1,
..1

66
-1

19
*4

41
' 3

03
82

9 
81

24
26

 6
9 

31
8 

63
5

1.
39

9.
01

3
15

0
5 

09
8.

66
7

2.
43

0.
81

1!
47

 7
1%

9.
7C

-1
16

 .5
93

 5
82

4 
43

8 
48

6
26

11
 3

24
 8

17
1.

74
0.

83
3

15
 i3

5 
56

8.
76

5
2.

69
7.

65
3!

48
 4

19
70

 :1
,8

 'i
t. 

21
6

04
2 

17
8

27
 2

12
 4

47
 2

32
2.

03
8.

89
9

16
 4

6 
06

9.
58

4
3.

00
1.

07
9:

49
 5

:'0
.3

44
 2

58
62

4'
y

27
6

13
 7

28
.7

05
2.

34
1.

02
3

17
 1

6.
61

5.
55

3
3.

26
3 

14
8

-9
 6

I
D

tv
d!

I
o'

E
ci

t.:
.

14
.to

n 
A

ric
rN

et
ta

re
 O

ft,
ce

 o
rE

du
ca

tio
n 

H
ic

ie
r 

E
c.

iu
ca

tio
rr

Fo
na

nc
es

S
el

ec
te

d 
h"

re
rr

i

.1
..A

.a
.;"

r.
-lt

on
G

o:
P

rn
ro

nt
 P

r,
nt

in
g 

01
1c

e 
19

68
) 

pp
 3

 8
-9

. 3
8 

40
. D

r-
IE

W
 s

Ff
ra

nc
ia

l
S

ta
tis

tic
s

(7
1

r.
,r

,o
ris

cv
re

o-
, C

(p
rr

br
ai

w
ie

s4
4e

ve
riL

ic
s 

do
dE

rv
er

ld
ou

re
t 1

96
5-

66
 c

.)
'0

 a
nd

 a
nn

ua
l i

ss
ue

s
D

en
 le

" 
C

.

E
.;

ca
ta

 L
,r

o.
,.i

ed
 D

v 
M

r 
G

eo
rg

e 
Li

nd
 .2

45
.7

96
11 i
t

4r
.



11111toN ANALYSIS OF FIE COMMF NbAT ioNS ti9

CHART 5

State Government Support of Institutions
of -Higher -Etfueotieft

By Control .6flifilifidion

All
Institutions/

. .

2

ft-

F I.scal Year

of Health Education. and Welfare Office of
1., Attu?r Fi .qt,e, f dui.atiuu rindui..cs Selected Trend and Summary Data

W,r.,tiirrjtori I1 S Gootrnmrnt Printing Office. 19681. pp 3 8 -9. 38-40. also DHEW s
itiarichrIY.rrisair. of it/star/Potts 0/ Higher Education Current Funds Revenies and

t- 1965 66 p 10 And annual issues preliminary data provided by Higher
`.,urdr./!. brant.h 19;4
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CHART 6

Voluntary Support of Higher Education
By Control of Institution

All Sources

Si

-7

.7

i YEar

All
nmettattons

P/Ivatt
Institutitifis

Irv-Motion,

Arrwrrcim (,ourit /1 or) Edist.cilifin PoIrLy Analysis Servg,. based cm
Col In( 1 For F rriarici,tl Aid to E dtication Voluntary Supportot America s Coiteges and
tiversitie% 79b2-63 (Now Yin k CC)!(f1( if for Financial Aid to Education 1964). PP 58-
59 ;Ind drnitial oistrg!s

N vtt. Putil E rivril-&4 Yipp,..irt tot 41,, apply viii{ to 4 yt`f
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CHART 7

Voluntary Support of Higher Education
By Control of Institution

finsiniss Corporations

F IscAl Year

:,,,lift e Atthr,; Goteit.11 urt Edlic_ation Policy Analysis ServiLe based on
( uint :1 t, r F !Thin, 1,t1 Ai tr. ri;,c :ttin Voir/Wary S;ipport nlArnenca's Colleges and

/9t;).63 iNfN Yurk Cotint..11 for Financial Aid to Educatio,n. 196 -1). pp 58-
i dnd

r4 /hill 1,rry rte, ti,rl+tir+rI It otrik apply only to 4-y0-a instftlittons
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CHART 8

Voluntary Support of Higher Education
By Control of InOltution

General Welfate Foundations

ISCat Yvar

All

In.?ItntOttS

Privatc
Institution::

-

111 .'4011Th 111.,

g(..;th C4 Itirt(.11 ECIliCanOrl Policy Anahros Service. based on
t(Ir F ciancia) Aid to LtiuLation otuntary Support of Anterrrua s Colleyes and

timit.r.irlut, 1962 63 i New Yunc furf inancial Aid to Education 1964) pp 58-
ano

cupw)rt -itipty only in 4 -ynar
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CHART 9

Voluntary Support of Higher Education
By Controrolinsittullon

A lionri

All
Institutions

Privato
, InstitutionsA

111",littilion-,

F ,i1 Y..,

"teti Afl,..11. rfri Eiiiicati,,n Policv Analysis Service based on
t rot I alarici,itAid I:lig...Than Voluntary Support Of Afire/lc:cis Cuneges ar,c1

6.1 iNuiv York Cmr1(.111 or F inanuialAid to Education 19641. pp 58-
.39

N P,.t,I:( ,rt NIPPly ,)flit, to 4 year iristitiition,,
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CHART 10

Voluntary Support of Higher Education
By Control of Institution.

Nonatumni IndtviduaiS
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Institutions
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Institutions

V 1 111111

,titutions
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CHART 11

Voluntary Support of Higher Education
By Control of Institution

Religlotis Dunominations

.....-

1

1

Alt
Institutions_ -

' .

F Ypar

Pily.tte
Itistitution'Z

I' I t

I 1111111(1rib,

. (,, iri Ethic-alum Pour y Analysis Service based on
r. .14 in( .,)1 vohint,:ty Support of America s Colleges an -1

b. 190;2 10 Ntqv Yr)rk Cr :111)r f- maw,. la! Aid tuEducation 19(14) pp 58-
.4 1, pt.., ti

I. ,ti. i ri..11. . 7. itt Apidi ,rely to 4 yt



Y
ea

r

T
A

B
LE

 5

V
ol

un
ta

ry
 S

up
po

rt
 o

f H
ig

he
r 

E
du

ca
tio

n 
by

 S
ou

rc
e

D
o 

ha
ts

 it
; T

r1
0 

's
an

ds
'

G
en

er
al

W
el

fa
re

B
us

in
es

s
R

el
ig

io
us

N
on

al
um

ni
N

on
al

um
ni

F
ou

n-
C

or
po

-
D

en
om

i- 
_N

on
ch

ur
ch

O
lh

er
T

ot
al

A
lu

m
ni

In
di

vi
du

al
s

da
tio

ns
ra

tio
ns

R
at

io
ns

G
ro

up
s

S
ou

rc
es

19
54

-.
4:

5

19
56

.5
7

19
58

-5
9

19
60

-6
1

5
28

9.
54

2
73

8.
11

8
62

6.
58

4
80

2.
98

6
19

62
-6

3
91

1.
36

3
52

20
.9

07
51

97
 1

79
52

12
.7

20
51

46
.6

E
18

58
0.

28
9

53
8.

09
3

51
5.

48
7

19
64

-6
5

1 
24

4.
61

5
24

8.
40

1
30

9.
69

2
35

7.
60

1
17

3.
98

6
90

.1
15

45
.3

26
19

.6
94

19
65

-6
6

1.
22

9.
79

4
26

5.
55

8
29

9.
94

5
30

4.
10

7
19

5.
70

5
92

.5
75

59
.0

86
12

.8
18

19
66

-6
7

1 
26

9.
96

8
27

7.
74

6
31

9.
91

8
28

9.
53

2
21

3.
19

4
91

.5
36

59
.9

48
18

.0
94

19
67

-6
8

1 
37

1 
55

7
30

7 
47

7
34

9.
45

9
32

0.
98

2
,

21
3.

78
7

10
2.

01
4

60
.7

50
17

 0
89

19
68

-6
9

1 
46

0.
87

8
35

2 
65

2
36

6.
14

6
35

2.
32

1
22

0.
56

9
81

.2
75

65
.6

90
22

.2
26

19
69

-7
0

1 
47

2.
30

9
31

4 
34

8
36

5.
54

7
35

9.
31

6
22

2.
41

6
83

.3
58

99
.1

94
28

.1
30

19
70

-7
1

1 
50

3.
83

7
37

2.
96

2
39

0.
26

6
34

1.
07

9
21

0.
94

9
84

.8
27

77
.9

24
25

.8
30

19
71

-7
2

1 
64

6.
60

7
39

2.
46

0
40

1.
39

7
42

6.
59

6
22

3.
18

3
81

.8
25

91
.0

86
30

.0
60

19
72

-7
3

1 
75

0.
98

9
41

8.
01

6
46

9,
08

7
40

9.
92

6
24

9.
76

4
78

.1
31

90
:1

33
35

.9
33

t.
S

ou
rc

e
A

m
er

ic
an

 C
ou

nc
il 

on
 E

 iu
ca

t,o
n 

P
O

S
IC

y 
A

-1
1V

S
IS

 S
er

vi
ce

 O
ai

ed
 o

n 
C

ou
nc

il 
fo

r 
F

in
an

ci
al

 A
id

 to
 E

du
ca

tio
n:

V
ol

un
ta

ry
S

up
po

rt
 o

f A
m

er
ic

as
 C

ol
le

ge
s 

ar
id

 V
oi

ve
rs

iti
es

 /9
62

.6
3 

(N
ew

 Y
or

k 
C

ou
ol

ic
il 

fD
r 

F
in

an
ci

al
 A

id
 to

 E
du

ca
tio

n.
 1

96
4)

.
pp

 5
8-

59
 a

nd
an

nu
al

 Is
su

es
i

4N
...

.

la

T S
.

<
1



T
A

B
LE

 6

V
ol

un
ta

ry
 S

up
po

rt
 o

f H
ig

he
r 

E
du

ca
tio

n 
by

 S
ou

rc
e 

an
d 

C
on

tr
ol

 o
f 4

-Y
ea

r 
In

st
itu

tio
ns

I D
ol

la
rs

 Il
l T

ho
t4

sa
nd

s

Y
ea

r
T

ot
al

A
lu

m
ni

N
on

al
um

ni
In

di
vi

du
al

s

G
en

er
al

W
el

fa
re

fo
un

da
tio

ns
B

us
in

es
s

C
or

po
ra

tio
ns

R
el

ig
io

us
D

en
om

i-
na

tio
ns

O
th

er
G

ro
up

s
an

d 
S

ou
rc

es

19
6.

2 
-(

33
S

14
3 

82
4

5 
26

 3
10

S
 1

8 
99

9
S

!3
4

01
0

S
 4

1 
85

5
S

84
52

3 
56

6
19

b4
19

 :i
.2

86
31

 4
21

30
.6

36
57

 *
1C

50
.2

95
38

4
25

 4
40

19
55

-6
6

24
2 

89
:

46
 9

62
39

.9
72

63
 6

93
60

.8
03

53
4

30
 9

::8
19

66
-6

7
24

.4
.7

6
45

.3
94

43
.1

91
'6

1 
75

2
57

.0
24

79
6

35
 5

96
4.

,
19

6%
-6

8
24

1 
58

C
.,

37
.9

12
44

 8
10

65
 9

39
55

.9
90

49
4

36
 4

(1
.'.

3

19
E

18
-6

9
26

9 
55

5
43

 4
71

42
 9

6B
77

7 
33

4
62

.3
42

30
2

43
 1

19
69

-
29

1 
70

1
42

 ,4
00

55
.4

86
80

 2
91

63
.6

77
35

5
49

 5
9.

:
19

70
-;

32
5.

64
9

63
 5

54
59

.1
78

77
 2

52
67

.9
30

28
5

57
 4

41
19

71
- 

;:2
35

6.
25

3
56

.6
42

68
 0

60
99

 5
34

.
67

.8
16

26
9

63
 9

 .1
:

1Q
7,

.; 
;3

63
 5

93
77

.1
25

9/
 4

39
84

 6
49

37
1

t:,
I

1,

1 
96

2 
-6

 's
49

 6
59

19
2 

23
8

1'
36

66
17

6,
37

3
10

3,
19

1
75

 1
72

2'
.)

19
64

-6
:,

1 
03

1 
72

8
21

5 
44

2
27

4 
46

0
29

7.
28

9
12

2.
11

2
83

 5
09

.;8
 9

16

19
65

-6
6

96
0 

41
6

21
6 

48
3

25
4 

88
7

23
8 

36
7

13
2,

67
5

84
 0

26
39

 9
19

66
-6

7
1 

00
7 

45
9

22
9 

55
6

27
1 

11
7

22
5 

20
3

15
4,

54
3

85
 6

39
41

 4
1A

19
67

-6
3

1 
11

0 
55

2
26

7 
64

5
29

7 
17

0
25

2.
19

2
15

5,
71

6
97

 2
39

:)
90

19
(5

84
39

1 
17

0 
36

C
30

6 
29

8
31

6 
16

0
27

2.
66

6
15

6,
05

2
76

 7
61

4:
: 4

...
1

19
69

-7
0

I
15

4 
73

5
26

9.
89

1
:!9

5.
40

8
27

7.
41

5
15

7,
02

3
78

 3
42

16
5'

.'
19

70
-7

1
1 

15
5 

95
9

30
7 

28
5

32
3.

36
8

25
9.

32
6

14
1.

56
9

79
 6

67
19

71
-7

2
1 

26
7.

33
7

33
2 

85
3

32
5.

22
3

32
2.

76
4

15
3,

50
4

78
 0

24
'.4

 3
21

1 
34

2 
42

3
35

0 
89

4
38

5 
38

4
30

7 
75

9
16

0,
46

5
75

.1
56

62
 7

:,,

,0
1

ar
E

.7
 :1

S
e.

!.:
I

C
O

ur
if.

11
6a

r
al

5(
..1

/4
0

S
gi

00
0r

t o
f 4

rf
.'.

1C
lS

 C
.1

),
 ,.

g 
E

's
 a

id
 U

.1
.4

,'!
.

19
62

..r
..±

 N
ew

 Y
am

 G
pt

in
uo

 t)
f F

 m
ar

k:
ia

l A
id

 !o
19

64
1 

pr
,

an
nt

ic
tl 

1s
t..

 J
.,



78 EXPLORING THE CASE FOR LOW TUITION

CHART 12

Endowment Income of Higher Education Institutions
By Control of Institution

117 1

1

0
0
o 16
0 40 -4
S hi r

4

All
Institutions

Private
Institutions

Public
InStitutions

4 4 I4 4 -4-
.7 1f L 7,

7 7: 1 fr. .

Fiscal Year

Solrrc., s American Council or. Education. Policy Analysis Service. based on U S
ottice of Education. Higher Educcolott Finances Selected Trend and Summary Ddtd

U S Government Printing Office 19681. pp. 3-6. 37-41. U S Office of
F StatiStics 01 Institutions ot.Higher Education Cutent Futids

t4t.venvt.,. dtict E xpenditures. 1965-46 tWashington U S Government Printing Office
1%91 p 10 and annual issues National Center for Educational Statistics. preliminary

proviiied tiy Mr George trid.i 245-7961
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TABLE 7

Endowment Income of Higher Education Institutions
By Control of Institution

4c/wet/me 4 ;
t)011,4rs in Thousdnris

All Institutions Public Institutions Private Institutions

Year /'i'i"? Amount Percent Amount Percent

14. ,

t.141 4 1 5209 /GO 90 3
V3 10 3 238 /TO 89 7

."1 9 9 5 286 344 90 5
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CHART 13

Federal Obligations for Higher Education
By Control of Institution
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CHART 14
Federal Obligations for Higher Education

By Control of Institution
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CHART IS

Federal Obligations for Higher Education
By Control of institution
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CHART 113

Federal Obligations for Higher Education
By Control of Institution
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CHART 17

Federal Obligations for Higher Education
By Control of Institution
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CHART 18
Federal Obligations for Higher Education

By Control of Institution

',.search and Development Plant
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TABLE 9

Federal Obligations for Higher Education
ay Control :If institution

t Dollars in MillionS1

FY 1971

A mourn Percent

FY 1972

Amount Percenl

AN Institution.,
otal 53.480 2 100 0 54.130 6 100 0
ArartPmtc 'science 2 335 9. 100 0 2 :50.9 0 100
Research and Development 1 544 1- 100 0 1,853 0 100 0
Research .trui Development

Plant 29.9 100.0 36 9 100 0
Other Science Activities 761 8 100 0 709 1 100 0
Nonscince Activ.iies 1.144 3 100 0 1 531 6 100 0

Pubfic litstautions
Total 2.105 6 60 5 2 487 4 60 2
Academic Science 1.415 5 60 6 1.518 0 58 4
Rest-met! and Development 886 4 57 4 1.033 6 55 8
Research and Development

Plant 20 3 68.6 19 6 53 1
Other Science Activities 508 3 66 8 464.8 65 5
N.-)nscioice Activities 690 1 60 3 969 3 63 3

Private Institutions
iota! 1.374 6 395 1.6432 398
Academic Science 920 4 39 4 1.081 0 41 6
Research .ind Development 657 7 42 6 819 4 44.2
Research and Development

Plant 94 31 4 173 469
Otni=ir 16C:fent:E. Activities 253 2 33 2 244 3 34.5
Nonea.lnce Activities 454 2 39 7 562.3 36 7

Nation,ii Science Foundation. Federal Support to Universities. Colleges.
red Mgiptotit instirtiions Fiscal Year 1971 (Washington U S Government

ri,raisiq out, It47P1 pp 46 67-68 and preliminary data 9
N itihriaty)r:s arft not available by control of institution prior to

1971

1
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CHART 19
Ensoffnient in Institutions of Higher Education

By Control of Institution
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CHART 20 1,
Undergraduate Enrollment in Higher Education

By Control Of Institution
All Students
(Head Count)
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CHART 21

Enrollment in Higher Education
By Type and Control of Institution

All Students
. (Head Count)

Y. I, r r 01(1.,.p!

All Institutions

Public 2-Year Cone es
Public Universibes

/Public, 4 Year Colleges

Prn.ate 4 Year Golieges

Private tin IvetsitsPS
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EOtJITY AND THE MIDDLE CLASS

.

Lorry L. Leslie and Gary P. Johnson

IntroductIonkSome C6nsIderatIons

a

a

A

Here, baldly stated, is the issue to which this paper is addressed: is there
equity, by income level. in the recently proposed schemes for altering
present patterns of financing Ameoc5n higher edtrcatiOn?

4

Most notably, the Carnegie Commission on Higher Education' and the
Committee for EconornIC Devtlopment (GEM.' have iived reports urging,a
significant raise in tuition in public institutions of. psostsecondary: edu-
cation. for the principal -purpose of freeing federal, and state iiisources
normally appropriated foi institutional aid. These resoultes would be
redirected to grants and loans for tow -in gome students. Both reports
explicitly assume that governmental appropriations to institutions are. in
factssubsidies ter-individuals. Because many of these individualt could
afford to (and would) pay a conaiderala larger portion of the costs of
higher education, governmental appropriations are. theref&e, merely
transfer payments, "wasted- Public eespurces. Furthermore,ithe reports
assert. this changer in financing policy would result in a more equitable
distribution hy 'income level of the total costs of higher education.

limply stated, the ountervailing arguinerit, verbalized by Congressman
.

() Wit. is that middle-insonie fam ars are already beating their fair sham of
the costs of postsecondary education; to assess th6m more in the form of edii
()Vier tuitions, would be grossly inequitable if governmental grants were
denied and only high-inVest loans offered as aid.

s
Carnegie,Cormnission on Higher Education, 1-fraher Education Who Pays" Who

Benefits'' Who Should Pay' (New York! Mc -Hill, 1973
I r. 04,\ ..

.....

': oCciffimittee for Economic development. The Management and' Fena tying rot
s Colleges Now York pED 1173) )

. . . 1...
I tos
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To the present, the iustifidation oftered in support of this opposing vievkas
ben laraely,rhetorical. Although there have been efforts to assemble small
piecekof the relevani data regarding who pays for higher education, there
have *en few whollistic efforts. This paper sets out to assess how costs
would he redistributed under the Carnegie and CED proposals. ft examines
the issue of equity from a broader perspective: What would be the 'ikely
impact o'fittese proposals upon the various income.groups?

The Carnegie and CED Plans

The documents that brought the equity issue to the forefront were the
reports of the Carnegie Commission on Higher Education and the
Committee for EconOmic Development (GED). Both reports purport to
show that new financing patterns for higher education are mandated .

becausl of the existing irlequity to lower-income groups. Correcting these
alleged inequities is the primary orientation of both reports.

t

4.

The C r ogle Report reedmmends the raising of public college and
university tuition to one-third of institutional costs,' from the preSent level.
which they estimate to be 17 percent.' (Actually, an examination of the
Carnegie calculations shows that institutional income, not costs, was the
calculation base and that tuition was considered as net of any direct student
subsidies used for tuition purposes. Thackrey estimates that using gross
tuition figures, as the Commission apparently intended, and. basing
calculations on the cost of instruction, the correct percentage would be well
fl excess of the 33 percent figure advocated by the Commissinn.)5 This
increar in tuition would be offset for lower-income students through
increasing Basic Educational Opportunity Grants (BEOGs) toa level where 1

BEOG students would.receive up to 75 percent of the costs for lower-
division enrollment.' Further, the states would be induced to develop a
parallel program. 'Middle-income students, on the dither hand, would be,

'Carnegier Commission. p 10 Hartman estimates that the median student would pay
an additional tuition of $565 in 1970-717 See Robert W Hartman, "Future Financing of
Niel-Secondary Education." (Commentary presented at the annual conference of
the American Council on Education. October 1973), P.3

'Carnegie Commission, p 16
,

Russeil I /
abackrey. -Comments on the Carnegie Commission Report Higher

Education Who Benefits' Who Pays" Who Should Pal.."' (Illosented at the annual
conference. of the National Assoclatton of State Universities and Land-Grant
Colleges. November 19731. p 6

Carnegie Commission. p 111

p 112
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provided with the cipportenity for income contingE ncy loans, the terms and
condition of repayment tieing dependent upon later eamings.*Presumably.
these loans would be at the market rate of interest, but this interest woutd
not be waived during the student years, as present federal policy allows,
instead the interest would be deferred and amortized over the life of the
loan Although there are many other provisions of the Carnegie report.
these appear to be the major ones bearing upon equity.

T Committee for Economic Development report varies from the Carnegie
Only in degree Actually, the CED report would be the less exineme, if the
Carnegie calculations and not the written recommendations were followed.
Under the CED propoial.. tuition would be raised to 50 perCent of
instructional costs, within 5 years''' rather than the 10 specified by
Carnegie Tuition at public 2 year institutions would reach this level within
to y`ears under the CED plan, whereas the Carnegie Commission would
differenjiate tuition by level of enrollment, keeping ition low for thefirst 2
years Again, higher tuitions would mean extensive ant and loan subsidies
to low-income students. Although the OED's loan oposal is not explicitly
stated it would follow the income-contingent plan of the Carnegie
Commission

The CED offers a grant schedule; the Carnegie Commission does not. The
GED states that "students whose family incomes were below $8,000
(actually $8,600) would have grants exceeding the average tuition increase.
for all types of public institutions:" In other words, to show a gain under the
GED plane a student's family would have to earn this amount or less.
Otherwise, even though the student Wight receive a. grant, the amount
would be less than required to offset the rise en tuition. The Carnegie
Commission. on the other hand. apparently would leave the determination
of the grant schedule to the U.S. Office'of Education as specified by the
Education Amendments of 1972."

-1tnu p 119

lbrd.p 124

Committee for Economic Devetopmentr.p. 69

Carnegie Commission. p. 11

'.113rd . pp 67-168

Committee for Economic Development. p 84

Carnegie Commission, p 6

e
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a

TALE 1

Average Grant Amounts Rbceived by Students
from Various Family Inconte Levels under the CEO plan

Family Income Average Annual Grant Amount

I S 4.000' 51,350
6%000 1.000
8.000 675

10.000- 338.

! 12,000 0

.#

p.

Source --dommfiee torEconomic Developinent. The Management and Financing
of Colleges (New York GED, 1973), p. 84.

Income Class

Under 53.000
'S3.000-55.999
56..009-57.499
S7.500-58.999
Over 59.000

TOTAL

TABLE 2

Distribution of Basic Grants and -

Rducational Opportunity Grants. 19T0 -T1

Basic Grapt,

Students Aided Average Grant

132.000 5929 .

384.000 973
353.000 920
358.000 820
781.000 395

2.008,000

Source -Robert W Hartman. Higher Education Subsidies. An Analysis of
Selech:d Programs in Current t °gas/arson (Washingtoi, The Brookings Institupon,
19721. Table 4, p 471

aBased on 1971 CSS tables.-no induced enroPment

r
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-

A number of estimates hive been made of. the distribution and amount of
giants awarded under the authprizations.ot the Education Amendments
and of related plans. All these estimates are quite similar because they rely
upon the College Seholarship Service's method( for estimating student

`needs Thug, Hartman's analysis of the Senate version of the higher
.ed ucat ton leg islation.predicted an average subsidy of from $395 to $973 for
tt-ie categories conspered. Hansen and Weisbrod take these estimates a
step funtitr in presenting their "Wisconsin Plan" for full-cost tuition. Again
using the CSS techniques, and assuming approximately ;he same breaks'
even point,($8,500) as ?pat computed i2y the CED. Hansen and Weisbrod
show the average monetary loss or wgqin by family income level. The
redistribution effects would be an average gain of MO for students al the
lowest income level and an average loss of $950 for those earnirg $12.500.
and over In comparison to the present. students in the latter catedory-would
he on the average $1.550 relativery worse aft thanNtudeips in the former
category

TABLE 3
.

t

t e

.
Redistribution Effects of Higher Education

Opportunity Program
(Based on gross family income before taxes)

Family Income Level
Percentage Dlitribution

of Student-Families
Average Effect

family Income
by

Level

Under $5.000 16 +600

S5.000-5 '.499 19 +400

57.500 -S9 X399 20 50

S.10.000412:499 13 -500

S12.500 and over 32 -950

Source EN Lee Hansen and Burton 6 Weisbrod. "A New Approach to Higher
Educatioh Finance.' in M.D Orwig (Ed Financing Higher Education: A Iternahves
for the Federal Government (Iowa City, Iowa. The American College Testing
Program. 1971). Table 1. p'128
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.

Although the Basic Educational Opportunity Grant Program is by no means
as yet fully funded, certain piitterns have begun to develop. Among' .
dependent applicants whose family incomes were in all categories less than
$9,000, thrie-fourths or more received gran in 1973. For applicants in the '
S9:000 to $12.000 income range. approximkely 55 percent qualified for
grants: Ow the $12.000 income range, fess than 14 percent qualified." For
all recipients the average award was $260; the maximum, 6452.14

Who Goes to College and Why?

The primary evidence generally cited to show that higher education is not
equally, accessible to all income groups. is the tabulation of college
attendance by income level. This evidence shows quite clearly that lower
income persons attend college in much, smaller proportions than members
of middle and eatieCially upper incomefarnilies.table 4 shows that among
families with members of college age in 1971, 59 percent of those with
incomes of k15.000 or more had a member attending college full time as
compared with 14 percent of those With incomes under $5,000.

TABLE 4

Families with Members 19 to 24 Years, Full-Time College
Attendance and Frilly IncoTe (October 1971)

(In thousands: civilian noninstitutional population)

Total Families
with Members

With Members at
College Full Time

Family, Incomes 18 to 24 Yearsb Number Percent

Total 9,644 3,688 38.3
Under $3,000 731 102 14.0
$3.000-S4.999 V 335 202 21.6
$5.000-37.499 1.310 379 38-9
57.5004 9.999 1.448 485 33.5
$10,000-$14.999 2,382 1,004 42.1
$15.000 and over 2.129 1,255 58.9

e-1 Not reported 706 261 36.8
. _

Source Current Populaflon Reports. Special Studies. Characteristics of
American Youth 1972 (Washington U S. Department of Commerce. Bureau of the
Census. 1973), Series P-23. Table 17. p. 20

The College Entrance Examination Board. Unpublished document (Washington,
U C October 1973). Table 2

p 4

- .
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Table 5, however. shows that only at the extreme ends of the income
distribution is the percentage of families with students in college drastically
at odds with the percentage of such families in the population. In the
middle income groups both percenta'ges are about the same. About as
many students attend college as would be expected purely on the basis of
their numbers in the populition.

TABLE S

Income Distribution: Families and Unrelated Individuals
with Principal EarnerarAged 45 to 54 in 1965;

and Families with children Entering College. Fall 1966

# AU Families All College Families
Income (%) (%)

Less than $4.000 15 6.6
54:000-$5.999 14.6 12.9
$6.000-$7.999 17.9 17.3
58.000-S9.999 15.6 16.9
S10.000-$14.999 24.0 25.2
$15.000.-$24.999 9.8 14.0
S25.000 and over 2.7 7.1

Total 100.1 100.0
VC"

Source -- Current Population Reports. Series P-60. N01,51.

Nevertheless, these data generally lead to the conclusion that low-income
persons do not attend college primarily because they cannot afford to. This
quantum leap in logical thinking confuses relationships or correlations with
causes. That an inequity exists somewhere in the social order seems
inescapable from these data. but the data do not demonstrate that the
causal factor is an inequity in financing higher education.

The question of who goes to college and why has been explored carefully
and reported in the literature of higher education for at least 2 decades. The
one unmistakable conclusion from this research is that there is no simple.
single explanation why some individuals go to college and others do not.
Such variables as geographic proximity to a college, family income. sex.
geographic origin. peer values, ability: and perhaps, most important. -the

Irving Krauss. 'Educational Aspirations of Working-Class Youth.' ASR 29 (1964).
867-79. Robert E Herriott. Some Social Determinants of Educational Aspirations."
;laniard Educational Review 33 (Spring 1963). 157-77. Alexander W. Astir's. Who
Goes Where to College?" in Who Goes Where to College? (Chicago: Science
Research Associates. 1965). pp 27-53
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eulturaland educational traditions, ambitions, and hopes of the family"'"
enter into this determination: biit no factor so powerful as to indicate
simplistic policy solutions tithe problem of encouraging collegiate
attendance 4

The Unsatisfactory Nature of the Benefit -Cost Framework for Determining'
Equity

Prior,to determining whether there is equity in who pays and who benefits
by income level, it is necessary to review whether there is equity betweer%
society and the individual,-the two entities used in the cost-benefit modeles
applied tb higher education. This analysis reasons that if Society !argely
benefits from higher education, society should pay the major portion of the
bill, it the individual largely benefits. the individual should pay. According to
this approach to equity assessment, the case for low or highertuition can be

ade only when the major beneficiary is determined. (The analysis often
fa Is to consider that all resources originate ultimately with the individual.)

Therb are voluminous discussions and tabled calculations of the portion
each sector. society and the individual, pays of the total cost of higher
education. Detailed analyses exis' showing the breakdown of all public

' (governmental) contributions" and of student costs :'' Although there are
some differences in the upper limits of the range of estimates, it is
commonly accepted that the individual and hii or her family assume at least
two-thirds of the total costs of higher education,' including forgone in-,
come.' The remaining one-third is paid by society.

. . _ .

, G E Hill College Proneness A GuidanceProbtem. Personnel Guidance Journal,
.33 (1954) 70-73

'Ser. torkewample. Committee for Etpnomic Development. pp 75-80

See. for 44ample. Howard R Bowen and Paul Servelle, Who Benefit from Higher
Education And Who Should Pay? (Washington. D C The American Association for
2-1igher Education. 1972). pp 31-32

OD

Carnegie Co'mmrssien. p 3. Howard R Bowen. The Finance of Higher Education
(Berkeley Carnegie Commission on Higher Education. 1968), Howard R. Bower).
"Finance and the Aims of American Higher Education" in M.D. QfWig, Es.. Financing
Higher Education: Alternatives for the Federal Government (Iowa City, Iowa: The
Ameman College Testing Program, 1971): Committee for EConomic Development.
p. 26 Note The CED puts thefigure at 57 percent exclusive of forgc;ne income, which.
if included. would raise this figure to at least a two-thirds level. Forgonia income is
almost uniformly included by the economic community as a cost of highereducation.

_.
1
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SIR this proportion has no meaning without the other half of the equation:
_ Who benefits/ Untortungely at this point the discussionis faced toward

mere speculations. Estimates of the individual benefits of higher education
are quite good, being rather uniforcply calculated at between 9 and 11
percent Based upon these figures alone, it has been asserted often that
the individual should pay more of the higher education cost because the
,proximate 9 to 11 percent represents a handsome rate of return on the
educational investment And so it would 'seem.

Bat what is society's return on its investment'" Herein lies the key to the
equity issue and the point at which the analysis breaks down. If society's
rate of return is less than 9 to.11 percent, perhaps the two-thirds/one-third
distribution of costs is equitable. But if society's return is equal to or greater
than the individual's return, society should pay more than it now does.
Onfortunately, there are no well-accepted estimates of the social returns,
primarily because many social benefits seem unsuitable to quantification.

Very few doubt the existence of social benefits of higher education, but the
actual worth of these benefits is seldom estimated. Because they cannot be
measured easily, a few economists question' their very existence, while
other persons place tpeir 6atue at almost 100 percent of all benefits accrued
e g.. most European nations make this implicit assumption by selecting

only the c.lite for college- and then paying the total monetary costs of
attendance plus tier diem expenses). For what it is worth, Gary Becker
estimates the social rate of return from higher education at between 8 and
20 percent.

The Carnegie Commission believes that public financial support of higher
education is likely tO decline in the long run. as indomes rise, as educational
deprivation ceases. aed as deficits in highly trained manpower disappear..".
No doubt this is the expected outcome. However, as the need for
professional manpower declines, so sho'uld the finanGial return to the
college-educpted With this *rould go the major justification for.L'
high tuitions/The present status of the PhD may be a good illustration of the
Carnegie prediction With the current PhD surplus, the rate of return to the

Bowen AndsServelle. Who Benefits From Higher EducationAnd Who Should Pay?.
p 23

fP

itild Bowen provides an excellent summary discussion on the individual versus
societal benelits of higher education

r 1

'ciary S Becker. -Under-Invesfinent in College Education.** Amerrcalti Economic
1-46vrew tMay 19601. pp 346-54

Carbrve commission. p 13
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individual has shrunk to 4 percent- (The eventual effects on enrollments
should be considerable.)

Now to the second part of the who pays and who benefits questiOn. The
Carnegie Commission has developed the most thotough and directly
relevant documentation of who pays for higher education by income
Table 6 shows the percentage of total monetary outys for college by
income quartile. As would be expected the results are linear. It should be

TABLE 6

Estimated Percentage of Total Monetary Outlays for
College Education Met by Students and Parents

Parental Income Quartile° 1970-11 Codtribution

Highest 52%
Second 40
Third '32
Lowest 24
Average 37

Source Estimated by the Carnegie Commission staff. Carnegie Commission,
Table 11. p 40.
'aAccording to ACE national norms, based on freshman survey questionnaires, the

parental income levels dividing these quartiles were approgimately $8.500. $12.000.
and $18.000. For all students whose parents would average about 3 years older
than the parents of freshmen only. these ameunts should probably be increased by
about 10 percent

. _ . . .

noted. however. that "monetary outlays" are not commonly accepted and
commonly used as the indicator of higher education costs. Monetary
outlays represent only a fraction of the total costs of higher education ($22

billion as opposed to $39 billion in 1970) h

The Commission also has examined the tax burden, finding local taxes
almost Invariably_ regressive. state taxes nearly proportional to income, and

u

Allan M. Cartier. The Future Financing of Postsecondary Education.- (Paper
presented to the annual conference of The American Council on Education. October.
19731. p 13

Carnegie Commission. Higher Education. Who Pays? Who Benefits? Who Should
Pdy

Ibid , p 43
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federal tilts rnodowely progressive:If he effective tax rates by income'
group are %PnAin in Table 7. These tax rates are prggr4sive bpi Only
modestly soup to the $15.000 and` r inCome group. -

TABLE 7
.

Effective Tax Rates by Inoome-pro4: Federal Ificome Ta it and.
Other Taxes Deductible for Federal Income Tax Purposes, 1970

. tr

Income Group

Federal Other Combined
Income Tax Deductible taxes t)ye Rate

4 (%) (%) a (%)

Under 53.000 4.3 10.7 14.5
53.000-$4,999 8.4 8.2
$5,000-57,499 9.5 7.3

15.9
16.1

S7.500-59.999 10.9 7.1 172 7'
$10,0410-$14',999 12.0' 7.0 -.. 1...821(

Over $15.000 18.8 7.0 24.5
. . _ . ._...._ ...._ _ ._._... ___. _ ________ .. ...........__.

Source Computed from U S Internal Revenue Service. Statistics of Income. 1970.
Individual lncOme Fax Returns. Taken from Carnegie Commission. Table 12.p. 44.

When the tax burden upon the various income groups is-pcimpared tope
benefits received, those in the $7.500 to $10.000 family inOome braCket
eontrit/ute less in taxes than they receive in benefits. At the $10.000 Rs
615,600 level. the ledger is 'about balanced: beyond $15,000. 'taxes paid are
greater than, the benefits received.'

t.

Regardless.of. this determination. disparities in benefits by income classes
are reduced qs grant and scholarship programs are expanded" and as the
enrollments of minority group students, many of whom are poor, rises

p 1

ispe also W Lee Hansen and Burton A Weisbrod. Benefit. Costs, and Finance. of
Public Higher Education (Chicago Markham, 1969). Joseph Pechman, "The
..listributional Effects of Public Higher Education in California." Journal of Human
Resources 5 ( 1970) and B W Windam. Education. Equality, and Income
Redistribution (Lexington Mass Heath Lexington, 1970).

The Federal BEOG appropriation apparently will be raisedto approximately $500
niillion far 1974-75. SOGs will amount to $210 million and direct loans wilt totaiaimost
$300 million State grant and scholarship prodtams totaled approximately $280
million in 1972; 73 (Canter. p 12)
.

$.
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TABLE 4

Income Distributionoof Families of College Eligible Population,
Estimated Tax Burdens, and

Benefits from Tax-Funded Institutional Subsidies. 1971

Faint, ncome
ate

Tax Burden
(2)

_

institutional
Subsidies

(3)

Faiiiilles of College-
Age Population

(1)
.

Under 53,000 8.4% 2.1% 4.8%
$3.000 - $4.999 13.7 5.6 8.7
S5.000-57,499 20.2 10.4 13.3

$7.500-.S9.999 18.5 14.0 17.7

S10.000-S14.999 22.8 26.5 27.5
Over 515.000 16.4 41.4 28.0
I* -
Total -" 100 0% 100:0% 100.0%

_.
time Carnegie Commission, Table 14. p 45

significantly Further, the percentage figures in the above tables represent
onl y a higher education tax dollars per year for low-income persons, a
fact often overlooked. Even if one fudges from these tables that some
inequity exists. the absolute tax dollar amounts paid at the lower-income
leviils are very very small. and even those students who do not attend
cotterie receive cvnain benefits of a societal nature from the attendance of
others

ai
Thus, this evidence would appear to destroy the myth that inequity in
educational opportunity results solely or primarily from financial need;
however. it says nothing of the largerand more basic equity considerations.

Equity: Perspective. Scope, and Foundation

Sitit..e the early 1960s we (economists) have moved very rapidlyand mostly in
response to the sZicial and inTilectual dynamics of this country rather than to any

soner logic of the unfolding' of the scientific development of our subjectfrom

Enrollments of blacks iiimpt,d 211 percent petween 1964 and 1972: blacks now
tf1,1114. ifp 9 perPrIt of ail college students Cirri-Miele of Higher Education 7 (March 5.

S..

g
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supreme self-confidence in the power of economiltS to Solve ell conceivable
problems to considerable self-questioning about hqw much it really has toeay about (11

important problems. And sometimes we have made near- desperate efforts to Make it
*say something about problems that are of the utmost social t concern but about which
we may not be able to say very Flitch. no matter laow hard we try, though we may be
able to hide the tact sucaessfully from ourselves and our colleagues by juggling with
the semantics of our subject and deploying the' full set of our hard;won statistical
techniques."

The analysis which follows does not use the sophisticated economic
calculus or taxonoreic frameworks which often tend to ignore instiptional
realities-or rea! world behavior. Nor does the analysis employ eny particular
analytic tool or model requiring for its use unrealistic, simplistic. or heuristic
behavioral -assumptions that ultimately render the conclusions of the
analysis, although interesting, largely dysfunctional.

.. .,

While some indlytduals will no doubt find fault with. analysis that
Intentionally avoids the "quantification syndrome" characterizing much of
social science inquiry today, there is sufficient evidence to suggest that,
attempts to -quantify various aspects of 'higher education, irlpluding its
financing, have provided Ole, insight into several important policy
ques Ions. Some of these qubritiftcation effoRts, upon careful and deliberate.
exa tnation, represent little more than what Thorstein Veblen once
refer eo to (is -ceremoNal adequacy." Other, more serious quantification
efforts have not dealt adequately with the complexity which characterizes
the present financial structure of higher education because of several
factors, including (1) the lack of appropriate empirical data.'+ (2) he
inadequacy of existing concepts and analytical tools which cannot be
tra isfermd intact from various disciplines and applied successfully to
prot)lerr,s in higher education, and (3) the nature and complekity of higher
educktion itself.

The approach and analysis of this section attempts, albeittqualitatively, to
take into consideration the complexities which characterize higher
education and its financing. rather thAn to minimize or to ignore them. It
begins with a recognition that the ultimate policy ends whichyne Carnegie

"Harty G Johnson. "The Alternatives beforil Us" (summary statement of a work-
shop on f inaneng higher education sponsored by the Committee on Basic Research
in Education. June 19711 k

On the lack of empirical data concerning tuition changes and their impact see
Robert W Hartman. Equity Implkations.ol State Tuition Policy and Student Loans...
Journal of Pohtteitl Economy N. Part tl (May/June 1972). 5150 Efforts to construct
(tecision-making models for the financing of higher education have failed largely for
this reason (Both the U S Office of- Education and NCFPE recently abandoned such
(.(fortS1"

.
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Commission and the Committee for Economic Development have proposed
essentially reflect value judgments These policy ends, which incjude
greater equality of educational opportunity for low-income students,
financial stability, and adequate. resources for institutional survivai and
growthyn both the private and public sectors, depend to a large extent on

. individual beliefs and attitudes. They reflect interpretations based on'
differing philosophical assumptions 'about the nature of man's world. As
such, they must necessarily be taken as "givens!'

This analysis does not take issue with the above policy ends which appear to
tie reasonable, equitable. and socially desirable in light of existing evidence
and institutional realities. It does, however, take issue with the means which
have been proposed by the Carnegie Commission and the Committee for
Economic Development to achieve the policy ends listed above.
specifically, increasing tuition at public colleges and universities coupled
with a greatly expanded grant prograM for low-income students and
income contingency Idan plans. These policy means do notconsider that
(1) equity in the means used to achieve policy ends is as important as the
ends themselves: and (2) the proposed means appear to violate
seriouslyparticularly with regard to thei treatment of middle-income
students and their familiescertain est blished principles of equity
accepted as legitimate by most members of society.

While this sectien centers on questions related to equity, other issues.
related to the effects and probable effectiveness of the policy
recommendations are discussed relative to the middle-income student and
his family . The analysis is limited to those CED and Carnegie Commission
.policy -sen;ing recommendations which relate only to the financing 9f
undergraduate education. Further, the analysis is concerned almosttotality
with decision making and equity in the public sector, recognizing, of
course, that a private sector also exists and that nicking the public sector
more equitable may not necessarily assure equity throughout the entire
system of higher education. Lastly. the analysis considers the
interrelationship between equity and efficiency in higher education and
how changes in one may, given certain circumstances, restilt in changes in
the other. While th is paper is concerned primarily with equity effects relative
to the Middle-income student and his family, the argument takes account of
the equity-efficiency relationship wherelSignificapt changes might result.

- The Concept of Equtty

The term equity has beep used extensively in discussions concerning
financing of higher education. If any 10 persons were asked, "Are you for
greater 'equity' ih the financing of higher education?", almost aJl, would
answer yes. However, if, asked to define or perhaps operationalize the
concept of equity, it Akould be entirely possible to get 10 different

r
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definitions. One individual might define an equitable system of financ,ing
higher education as one which results in "fairness among persons, and
classes in allocating the cots of higher education. particularly as between
taxpayers and donairs whb reptesent 'society' 'and the students and their
'families who are the principal individual beneticiaries.''. Another indivklual
might define equity in thefinancing of higher education as a situattian where
there .existed "fairness in the distribution of benefits and costs.-"'
Elsewhere, equity in higner educationOnance has bee taken in part to
mean the provision of "subsidies sufficient to offset the ti ited resources of
poorer studentCfaMilies."." Still others might define a equitable system of
financing higher education as one which is "neutral" with respect to its
treatment of int; ivicluals or groups of individuals. These varying definitions
and notions of equity underscore the lack of a clear-cut definition of equity
and also point to the necessity for specific definition in discussions which,
center on equity questions.

The sample of definitioris above suggests that a definition of equity
necessarily must be set out. After a relatively thorough review of the
literature, the choice was made to base thiS definition on essentially three
criteria (1) its frequfzincy of use in other analyses of higher education
finance (2) ts apparent reasonableness, and (3) the high probability of the
definition obtaining a consensus of what actually should constitute equity
in the .financing of higher education.

Equity in higher educatio'n is defined here for purposes of subsequent
analysis as the absence of financial barriers to undergraduate education.'"
As the author of the afinition. indicates:

-Inequity," conversely, suggests the presence of people who qualify to
enter college and who would go but for lack of funds.

Bnwen Finance and the Aims of American 1-4igherEducation." p 160

W Lee Hansen and Burton A Weisbrod. The Seacch for Equity in the Provision and
F inanco of Higher Education. 'AT he Econorhics and ronancing of Higher Education in
the United States A Compendium of Papers Submitted to trie Joint Economic
Committee (Washington. DC US Government Printing Office, 1969). p. 108.

W Lee Hansen. Equity and the F mance le Higher Education.- Journal of Political
Economy 80 no I Part II (May June 1972). S262

(va/ Soto! Equity Versus 'Efficiency' in Higher Education." The Economics
and rinaircing of Higher Education in the United States. A Compendium of Papers
Siihnutted to the Joint Economic Committee fWashington. DC US .Government
PritIltrig 01110 1969) p 136

end

a
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The significance of this denn Mon lies in the fact that it appears to be higt0y, .

consistent with the notions of equity embodied in both the CED
Carnegie Commission recommendations.

In terms of our definition of equity, the policy ends of increasing equality of
educational opportunity. of increasing accessibility., and ultimately of
increasing higher education attendance of students from low-ji17,ome
families represent an increase stn equity in higher education and its
financing. However: as has been argued earlier, achievement of greater

uity in higher education and its financing is no more or no less important
tt quity in the means to achieve that end. Both policy means and ends
must be examined to determine equity. It would make little sense to increase
equity in part of the system by reducing it in another, unless one Pfeld the
philosophy that in some way the means justified the ends. a philosophy to
which few would subscribe.

Equity Considerations Of Public Tgition as Taxation

Equity enters the analysis in another way:related to the 'nature of public
tuition when education is considered ava social good. Every ,Kkiety sets
certain goals for itself and its individuals and establishes various means to
achieve these goals. In our society some of these goals are equality of
opportunity, individual participation, a well-educated citizenry, and up4ard
mobility. Higher education has been chosen as the most appropriate vehicle
to achieve such goals by tying these goals to certain "credentials" which
often have become synonymous with earned degrees and completion of
various programs in higher education. Taxation and tuition revenue pay for
this education. Accordingly, the tuition charged by public institutions may
be legitimately viewed as a form of taxation where taxes are defined in their
traditional manner as "compulsory payments imposed upon individuals by
government to distribute the costs -'f governmental activities among the
various members of society ." '.'As a form of taxation (due to the social goods
riature of higher education), tuition is pubject to the sem: quity criteria as
any other tax which supports ariji other governmental service. Due
accurately points out, "The rule ttoit governmental costs be distributed in a
fashion regarded by contemporary society as equitable is generally
accepted While recognizing that determinations of "equity" or "equitable
taxes" are strictly value judgments and that there are wide differences in

4' John F Due. 'Alternative Tax Sources for Education.- in Johns of at. Eds.,
Economic Factors Affecting the Financing of Education (Gainesville. Fla.: NEFP.
1970), p 293

tbrd
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opinion, Due summarizes the general agreement that equity in most cases
requires

14-

Equal treatment of equals persons regarded as being in the same
relevant circumstances stiould be taxed the same amount.

2. Distribution of the overall tax burden on the basis of ability to pay. as
measured by income, wealtt:, and consumption..

3 Exclusion from tax of persons in the le*Wes
grounds that they have no taxpaying capaci Y.

ome groups. on the

4 A prOgressivz overall distribution of tax retativeto income, on thebasis
that tax capacity rises more rapidly than income. While this
requirement is less generally accepted than the others, there is general
agreement that the structure should be at least proportional to
income '

Related to equity in the development and evaluation of faxes is thecriterion
of neutrality. Neutrality indicates the degrae to which the tax affects
economic and societal decisions. The less distorting the effect of a tax, the
more neutral it is said to.be. As Benson suggests:

If a governrhent has a choice betweenlwo lax instruments. it logically prefers the one.
other things equal. that has the least unfavorable effects on the prwateeconomy. The
general criterion is that a good tax is neutral with respect to the allocation of
resources It does not distort consumers' spending patterns, and it has neither
positive nor negative effects on work mcehtives. choices of alternative means of
proeurtina. etc What is desired is that the possible unfavorable effects of levying
the taxes do net cancel the good effects of the services the taxes support. or lead to
yet other damages on the private deonomy s

4

rne analysis turns now. within the context of equity and neutrality as
defined and described above. to the prnhable impact on middle-income
students of the Carnegie Commission and CED proposals. What, then, is
middle-income?

Ibid

Charles i Benson. The Economi64 of Pubhc Education. 2nd ed (New York
Houghton Mifflin 19681. p 96

40
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.
Eqinty, Neutrality, and the Middle- Income Student

Middle Income Defined. It is not clear in the literature on equity exaCtly what
constitutes "middle - income groups." Much of the discussion is not specific
on this point, and where it is specific: there are differences in definition more
often than not. Definitions usually depend upon the problem under
investigatinn and to a lesser ,emtent upon the- investigatcir's particular
preference. Further, most of the discussions using income groups. in the
analysts of 'issues and alternatives in financipg, tend to dichotomize income
groups into such categories as "the ri and "the poor" or "upper income"
and -lower (or low) income" or to d e them into quartil'es.

The middle-income student shall be defined here as a student whose
family's yearly income ranges from $7,500 to $15,000. While this-definition
ripy initjally appe'ar to be slightly bird and the distribution positively
skewed, it has certain advantages and merits. First, this piper isconcerned
with that group of students and their families who are neither the "richest"
nor the -poorest" in an absolute sense. Such a concern necessarilyimplies a
broader definition of "midd le" than usual. It includes that particular group of
students who are neither from the lowest income props (under $3,000 or
$3.000-$6,000) nor from the upper income groups (over $15.000 or over
S20.000): Second. our definition not only incorporates that income group
usually thought df as lower-middle" in our society" but also is. more
consistent with the definitions used for actual policy recommendations of
Ole CEO and Carnegie reports than less inclusive definitions of middle
income (i.e.. S10.000-$1§4,000).

Equity and the Middy- Income Student

. The recommprided increase in tuition in public universities and colleges
represents (1) an overall reduction i ri subsidization for all stutl=iir, enrolled
in 'such itistitutions both now and in the Putt, and (2) a user tax to the
extent that the revenues from thel.iivpused .vuuld be used
to achieve gi eater equality of eilux.ational opportunity for low-income
students through expanded grant and loan programs. In terms of the criteria
of equity set out above, is the proposed increase in tuition iquitable for all
income levels'

The increase tuition proposed by both the Carnegie Commission and the
CED is a uniform increase which disregards both the notions of "abilky to
pay" (tax based on economic capacity) and "benefits received" (tix based
on the volume r...%e benefits received)." Under the CED and Carnegie
proposals persons of dissimilar relative circumstances would be taxed the

Benson. p 92
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lamfitamount. As such, the proposed increase is essentiolly regressive with
respect to itS treatment of individuals and families of indiMa Is-and violates
two primary standards of equityability to pay or benefits received.

Therefore, the proposed increase in tuition automatically violates the
second criterion of require the distribution of the overall tax
burden to be based on ility to pay as measured by income, wealth; ar
consumption.

Regarding the third equity criterion, which indicates that persons in the
lowest income groups be excluded from the tax on the basis of limited or no
ability to pay, the societal tax also .fags short because aft students,
regardlps of family income, would pay the increase in tuition if they
qualified for and elected to attend public college or university. However,'
She regressive effect of such an increase on low-income studelfts would be
largely or completelieliminai6d by the expanded grant programs for low-,
income students, whereby the increasewoulci be covered by the grant itself.
Thus. under both the Carnegie and CED proposals the low-income student
would be insulated to a great extent from the proposed increases in tuition.

.

The proposed tuition increases, being regressive, fall short of meeting the
fourth equity criterion, requiring a progressive overall distribution of tax
relative to income, on the theory that tax capacity rises more rapidly than
income. A progressive overall distribution would require the ratio of tuition
increase to income to be larger for high-income families having individuals
enrolled in public universities or colleges than for the studerit from a low-
income family. Ignoring the expanded grant program for low-income
students, the proposed increases would result in exactly the reverse
situation, where the ratio of tuition' increase to income is greater in low-
income families than in high-income families.

Thus. the proposed increase. viewed as a user tax, in no way approaches the
established and generally accepted criteria of equity.

What income group, then, would ultimately bear the fix burden relative to
other income groups? The answer appears to be relatively obvious. Given
the fact that upper income groups have a greater ability to pay than other
income groups. and that many low-income students would be partially or
completely exempted from the proposed tuition increases by grants
covering such increases. much of the tuition increase burden would fall on
the middle- income student (and his family). This student has less ability to
pay relative to upper-income groups.. and limited or no access to the
resources in the expanded grant programs earmarked for low-income
students
A



124 EXPLORING THE CASE FOR LOW TUITION

To determine what possible effekt this burden might have on financial
barriers to undergraduate education, the analysis turns now to a discussion
01 some of the implications of the proposed policies within the contexof
neutrality.

At this Pins it it wet prCrie beneficial to elaborate on the notion of neutrality
discussed earlier. Neutrality was defined as the degree,to which a particular
tax affects economic decisions. Society has largely agreed that taxes, in
general should be structured to be relatively neutral in the functioning of
the economy. That is. taxes should be levied such that few, if any, persons
are forced to alter their economic behavior in a way that is contrary to their
personal objectives or the objectives of society. Among other things, such
alterations in behavior result in -excess burdensi in the sense of reduced
real income of society.''.

There is considerable support for the contention mat me middle-income
student would be most affected (i.e.. experience the grektst relative
amount of distortion) by the proposed increase in tuition. relative to other
income groups.

To begin, one may examine the effect that the price of higher education, as
measured by tuition. laas on enrollment demand. Theoreticatly, demand for
any good or service is a function of several variables including disposable
income. price of the commodity. taste. and the price of other commodities:
to name but a few. Economists suggest that among the most important of
these variables are disposable income and the price of. the commodity
under investigation. Regarding higher education. empirical evidance is
limited and regional in nature, bid th, ^vrstinn evidence indicates that
tuition is an important factor significantly influencing enrollment demand
fu.

Due p 292 Concern here is not so much with distortions that either reduce real
inaorne or retard the rate of economic growth, bath of which are regarded as
objectionable by society. but rather with the equally undesirable and objectionable
hicohh,,,,d that the proposed increases in tuition would cause stadentS already in
public colleges and universities and those planning to attend. to alter their behavlor

r regarding continuation and future attendance To the extent t students in public
institutions of hither education an those planning to atte in the future must alter
their decisions 1i e . drop out. not enter. or enter for a period of time previously
deemed inappr )riate d'r less than optimum), the proposed tuition increases can be

said to he non; utrai. to Anotatv the criterion of neutrality. and to result in socially
objectionable and socially undesirable distortions haw* both social and economic
consequences

4
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Campbell and Siegal''' empirically estimated a demand function for
undergfacluate higher education covering the period 1919-1964. Utilizing
multiple regression analysis, the 'authors tested the hypothesis that the
demand for undergraduate higher education '9 a function of income and
price Enrollment demand was measured by the ratio of undergraduate
degree enrollments in 4-year institutions to eligible 18 to 24 year olds.
Income was measured 1,y'real disposable income. and Price was measured
by an index of tuition costs deflated by the consumer price index. The study
found that 87 percent of the variation in the demand for undergraduate
nigher education could be explained by historical variations in income and
tuition (price) Demand was found to respond positively to increases in
income and negatively to increases in price. More specifically, the price
elasticity.' of demand was statistically significant for the sample (-.440).
This value suggests that a 10 percent increase in tuition would result in a4.4
percent decrease in demand for undergraduate higher education. While the
sample upon which the study is based is too small to make quantitative
generalizations. the Study does suggest that variations in tuitions are
important in explaining variations in the demand for undergraduate higher
education.

In another study which developed a .4.1trinization model for the efficient
allocation of subsidies to college students, demand functions and elasticity
coefficients were estimated for eligible freshmen of varying income groups
in the University of California system.4"Based on the calculated elasticity of
demand coefficients. the rescarcner 4,cr1r uli to estimate for the lowest.
highest. and all )amity income quartiles, the effects on enrollment demand
of $100 and S400 changes in annual direct outlay costs. Elasticity
coefficients were then recomputed on the assumption that any percentage
increase in the direct outlay cost of attending the University of California
would be simultaneously matched by a two-thirds increase of that change in
direct costs of attending the state colleges. Table 9 summarizes the findings
under both situations. While it would .be possible to quibble about
methodological questions which might again limit preciae quantitative
forecasts, the qualitative implications of the study are quite clear. Changes

Robert Campbell and Barry N Siegal. the Demand. for Higher Education on tha
United States 1919- 1964. American Economic Review 57 (1967). 482-94

Elasticity refers to the degree of responsiveness of demand to changfis in income
and price When, as was done in this study. the empirical demands function is
converted to logarithms and then estimated, regression coefficients automatically
becdme elasticity coefficients. indicating the degree of responsiveness of demand to
changes in income and price

Stephen A Hoenack, The Efficient Allocation of Subsidies to College Students."
American Economic Review (June 1971 ). 302-311
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in annual costs do affect enrollment demand Here. as in the Campbell and
Siegal study, an inverse relationship is fount to exist between enrollment
demand and cost. (pricer

)

The last piece of evidence suggesting that tuition increases influence
enrollment demand for higher education comes from a ;vorking paper
preoaret by the staff of thra National Commission on the Financing of Post-
secondary Education.'" In the paper, both the CED and Carnegie
Commission policy recommendations are quantified and their impact on
the proposed i hbreases in tuition assessed. The Commission staff estimates
that the proposed increases in tuition would result in a loss of enrollment
ranging from 0.8 percent to 8 percent, depending upon the assumptions
made The Commission settled on a 2.5 percent estimate and notes
explicitly that this figure appears to be "highly conservative." Given the
.figure, they estimate that "for every $100 increase in public 4-year tuition
you will reduce enrollment by 2.5 percent," and further that "the actual
.cutbacks would probably be higher."'"

Thus. all the available evidence suggests that increases in tuition proposed
by the Cdnegie Commission and the CED will have athoticeable effect on
decisions to attend and to continue in public colleges and universities.
Further, it is apparent that thr3 policy decision may affect adversely the
attendance decisions of not a "few thousand" students, but the decisions of
hundreds of thousands of families Ind individuals' Even using the
conservative estimate of price elasticity (2.5 percent), the NCFPE calculates
a drop in enrollment of 250,000 students for each $100 intuition Increases.. A
policy that creates this kind of economic distortion and forces this many
qualified individuals. who would otherwise enroll or continue in higher
education, to draw away is incliviitually and societally objectionable and
undesirable.

Prepared by the NCFPE staff in early November 1973

We also think al! t..- percent decrease in enrollment is conservative. While one hears
continually about society's ever - increasing "ability to pay." resulting from (fast)
rising levels of disposable income. there is another side to the coin While disposable
income has risen in recent years. the consumer price index has risen in a much more
drilitiatic fashion Furthermore. purchasing power of that income has been drastically
eaten away by steadily r ism; prices. partiraearly in the last 5 years. This has made the
cost (price.) of education. including tuition (which has risen over the past 5 years at a
rate 20 percent faster than the rate of increase in per capita disposable income during
the period 1960 to 1972. (Carnegie Commission, p. 1.11). more expensive relativt, U
other goods and services consumed by families. The moat recent evidence
suggesting society's growing sensitivity to prices (deipite growing income level,: and
an iricreasing ability to pay) is the effect of increases in gas prices on consumer
demand Another example of increased consumer sensitivity to price increases is ti::
hoarding and boycotting related to increases in meat prices.

%
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Again, the middle-income student and his family seem to be the group whol
would experience an untustiftably large amount of the resulting economic
distortion. That is. a significantly larger number of qualified middle-income
students would be forced to alter their behavior advbrsely regarding
decisions to enter or remain in public institutions of higher education than
,students from other income groups: This mean's not only that large numbers
of mioute- income students would be forced to alter their behavior in a
-manner inconsistent with their own interests and values, but that they would
also beAr an "excessive burden" in relation to other income groups.

F irst. most low-income students presently enrolled in public, institutions
already are receiving substantial financial aid, either in the form of grants or
low-interest loans The continued and expanded commitment to greater
equality of educational opportunity for low-income students necessPerily
dictates that any increase in tuition be systematically absorbed through
larger grants Or loans for those low-income students already enrolled. The
:;arri:r ttlition policy would apply to prospettive low-income students, whom
expanded grant and loan programs are expected to attract. Thus, for this
income group increasing tuition becomes synonymous with increases ip
subsidies, and vice versa Put another way, the price elasticity for low-
income students is extremely low. because (1) .many low-income students
are already dependent on financial wistance; and (2) with the proposed
expansion in grant and loan progrthis. the economic question of tuition
increases for prospective low-income students is Atimiriated altogether.
Thus. relatively few cases of economic :-.;..;turtion in low-income groups can
he expected to occur as a result of increased tuition.

As for the upper-income student (i.e., the student from a family whose,
yearly income is greater than S15.000). Table 5 shows that he is
disproportionately represented in act e attendance relative to students
from other income groups (with the excifttion of the lowest income groups
which are disproportionately underrepresented). Regarding the upper-
income group Table 5 indicates (and demonstrates empirically) the
existence of both a substantially g, eater ability and willingness to pay; and,
'Nye. important. a significantly greater willingness to participate it. higher
education Trait, it would be expected. particularly in the higher income
groups e ..greater than $25,000 yearly family income), that the proposed
either) increases would have little overall effecron decisions to attend
public colleges and universities. That is, while some stvdentsifrom upper-

.. income groups (particularly thoSe frOM the $15,000-$20.000 family income
.{irotip i might he forced to alter their decisions to attend or co'ntinue as a
resee of tuition increase S. the overall degree of economic distortion in the
highest income. groups would be minimal. It is evident from -their
disproportionate representation in higher education that high-income
students and their families place a high value on, can. andlre willing to pay
for higher education services., Thus. the': price elasticity of demand for
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upper-income croups is also extremely low. albeit n6t as low as the price
elasticity of low income groups.

By reasonable elimination it appears that to the extent that tuition increases
result in economic distortion,, the middle-income student and his family
would experience an unjustifiably disproportionate share of this distortion.
That .is, the oe0,,." in enrollrnebnf avpected to result from the proposed
tuition, increases would, in all likelihood, consist largely of middle-ineome
students. This conclusion necessarily implies that the proposed tuition
increases would place an -excessive" and therefore inequitable burden on
fTliddle-income students, bectise adisproportiOnately large number of the
decisions not to attend or to drop out of public cblleges and universities
world be made by students from middle-income families. This conclusion,
it should be noted, is consistent with the quantitative estftnates of the
NCIFPE

Summary The Carnegie Comm isavn and e Committee for Economic
Developrfient proposals to. increase tuitio at public universities and
colleges seriously violate three of the four equity criteria and result in an
overall.regressive distribution of the financial burden. Because low-income
students largely will be exempted or insulated from increases in tuition as a
result of the proposed expansion in grant and loan programs and because
Ripper - income groups have a greater economic capacity to absorb tuition
increases, middle-income students who elect to continue or attend college
would experience a relatively' greater hardship as a result of the proposed
public tuition increases

Perhaps even more important, in terms of the notion of equity as the
absence of financial barriers to undergraduate education. the proposed
increases in !eaten seriously violate the criterion of neutrality, resulting in
ConSderablt economic distortion This distortion was found to take the
form of forcing significant numbers of enrolled and prospective middle-
income students to alter their behavior adversely regarding decisions either.
-to attend or to continue in public &lieges and universities. Thus, the
proposed Incarse in tuition. creating as it would a finance l barrier for
significant numbers of students, 4icilates the definition of equity.

In order to focus on equity and neutrality considerations relative to the
m ladle-income student. it was necessary to ignore certain other related and
important issues which must now be examined

_ .

rho Nu- PEI in its November 1973 draft. estimated that the biggest drop 'n
rnrot1rrments would occur in the $7.009-$15.000 income range

r
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Sens Related Issues

There are numerous other issees related to eqo ay, particularly to the equity
of means as opposed ste ends. Among these are the issues of the
emancipated student. the American tradition of free public education, 'and
the respective ability of various grodpS to paV the higher education bill.

1

5.

t,

The Emancipated -Student

One of the common difficulties in policy formulation is the need to
concentrate almost exclusively upon the normative case.Vn the subject of
higher education finance. policy makers and policy staffers have tended to
think in terms of. typical students and typical conditions: ate 18-24 yearold
full-time student from a middle-income ;amity having middle-class values.
Policy statempnts thus developed tend to fit roughly the conditions of many
students. but may not be applicable to many 'others. Each individual
considers h mself or herself a special case even though in the cycs of the
policy makers Ns or her situation does not vary greatly from that of the
typical student. In many cases, however,4he differencekare indeed real and
important. Occasionally, the variations from the normative Case are so
extreme that the formulated policy results in makor inequities! One such
example, which is repeated hundreds of thousands of times, is the case of
the. totally or largely independent or emancipated student !though policy
regulations sometimes take some emancipatedstudentsi to account, such
regulations generally are too narrowly defined.

In considering student emancipation there are first of all the legal and moral
questions. Persons beyond the age of 18 generally havebeen considered
emancipated for legal purposes smile the passage-of federal legislation
prior to the presidential election of 1972. There have been minorexceptions
(such 3$ in the purchase of beer and other alcoholic beverages). butter the
most part 18-year-olds legally have been considered as independent adults.
As such. family income tests required ,.iost present grant and loan
prugfams would apAi21 to be of questionable legality.

Regardless of the judiciatisness of these family needs tests. the moral issue
remains It is probably not defensible for society arbitrarily iv ,u6 18-year-
olds emancipated for some purposes but not for others. Further, it would be
socially des'irable to sect an age for total legal emancipation rather than to
encourage the dependent status of young adults as is now often the case.
Howard Bowen suggests that this age might be 20 or 21. at which time the
responsibility of parents for financial support of offspring would cease and
means tests for student aid would be abolished. This would be a step in the

Finance and the Aims of American Higner,,Education. p 166
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right direction. although a cutoff at age 18 would seem to be more
consistent with the law

Howdver: the actual extent of present student 'emancipation from parents
and the corresponding impact of these numbers upon recently proposed
higher education financing policy is the important issue. A 1959 Census
study showed that 45 percent of male and 30 percent of female college
students received no support from home.' Thus, it could be asseriod that
grant and loan needs -analyses should consider parental willingness to
contribute as well as the ability td do so. Although it m:gfvt be antrcirtated
that thege percentages have declined as the costs of college have increased,
it is difficult to ascertain whet.'ter the weight of higher costs or parental
parsimony has yielded. Cument data do show that 28.5 percent of all males
in the college-age population (18-24 years of age) are beads of household
and 42 9 percent of college-age females are wives." These persons
'probably should be considered emancipated from parents.

Mow specific to the issue. some data exists as to the present reliance upon
parents for contributions to help meet the costs of college. In Illinois, for
example, 2.1,3 percent of those who received state grants in 1971 declared
themselves both financially independent of their parents and residing in
separate quarters Another recent study conducted in the five states
having the largest state grant program?.''' showed that the actual
contribution by parents to their children's college education was much less
than the "expected cpritcibution" calculated using the College Scholarship
Service (CSS) technique In these states, parents contributed on the
average about 20 percent of the students' total resources for college, with
the remainder coming from student savings. student term-time and summer
work. grants. loans. and miscellaneous sources. Average annual parental
contributions were in the S400-$500 range: and even in New York, where
essentially all students are entitled to some state support and thus were part

'Christopher Jencks. Social Stratification inif igher Education." in M D Orwig. Ed
incifscmq tf,qtrer fettle:WO'? Alternatives for the Federal Government (Iowa City,

Iowa Thi American College Testing Program. 1971). pp 90.91

Curren)! Population Reports. Table 24 p 27

Illinois State Sc11(_?!arship Culi.iiiission Unpublished document (Elgin. Illinois
15SC, April 1971,

Larry L Leslie and Jonathan D Fife. The College Student Grant Study (University
Park Pa Center fur the Study of Higher Education,11974. forthcoming)

No such calculations were in fact made, but a visual examination of CSS need
arialysis for the Federal BEOG program indicates that actual parental contributions
were only a traction of the CSS estimates of what they should be
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of the population sampled, parents contributed only an average of $623 or
28 percent of student resources for college

.
Atypical studerits are discriminated against in a number of ways by current
and proposed higher education finance policy. Paradoxically, many of the
potential "new students" at whom certain federal policies are directed
would be the same students who would fail to qualify for federal grants and
loans These students are those who would partake of nontraditional
studies the housewives whose husbands may earn modest livings, those
who work at low-paying lobs and attend college part time, and, in general.
those who for whatever reason have not followed the regular pattern of
attendance immediately after high school. These are students who would
pay the higher tuitions tin sornecases the full costs) and yet fail to qualify for
aid, either because they would not be full-time students or because their

. lower-middle-income status would disqualify them for compensating
support

The Trddifich of Free Public Education

It s often said that the major forces shaping the character.Md condition of
social institutions and, indeed, individual organizations are history and
trE.d Mon. They help us to understand whyan organization operates the way
it does, why members of the organization hold the views they do, and why
the organization is structured the way it is.

Organizational or institutional change is so very difficult to accomplish
primarily because of the breadth and depth to which history and tradition
pervade the organizational structure. Innovations and new ideas do not fall
upon neutral ground, the organizational turf is filled with interests bent
upon maintaining the status quo. Schon has observed that this resistance to
change is not passive, but is characterized by what he calls a "dynamic
conservatism In other words, the olts,knizatc fights to maintain its
present nature, its structure, its ways of ope g, its organizational ethos.

American education largely has been free. From a time when the society
saw its most pressing need as the "Americanization of everyone," whether
to provide immigrants with a common heritage or a formerly rural
population with industrial and technological skills, the greater social good
required strong public support of education.

Leslie and Fite Table 7

Donald A Schon Beyond the Stable State (London Temple Smith. 1971). p 52
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Now some Would say that society no tonger'is the primary beneficiary at
ieast of higher education Now the individual benefits, and the individual
should pay the costs. As has been very clearly noted from news accounts

'r
and editorials concerning the various plans to raise public college tuition,
alt this does not Set welt with the American public. In light of history and
tradition. it is not urprising .that the public is concerned.

.4

The Notion of "Ability to Pay"

In numerous discussions centering on.higher education financing, the term
ability to pay has taken on a kind of dysfunctional "connotative gestalt."
being used. interpreted. and extended in ways that are incorrect rind that
ultimately lead to either misleading or erroneous ceiaclusions. Itis therefore
im6ortant to discuss what the term means and what it does not mean, and to
indicate what ways it is being used or interpteted inappropriately.

To begin with. the term ability to pay has been used loosely. Ability to pay is
presently being equated to. various income levels, yet much of the actual
wealth in this country takes other forms (i.e.. stocks, securities, and prop-
erty) than current income. Out of this initial point of departure the notion
emerged. albeit implicitly, that every familyptaced in the "rich" or "upper
income" categories has some minimum excess economic capacity which

iadwould justify sizeable increas4s in tuition charges. The incti uals
engaging in this kind of analysis are not explicit, in many cases, Obo i where
(in terms of income level) this mythical minimum excess ability is lkely to
appear. Rather, the terms "rich" or "upper inscome" immediately suggest
affluence, great wealth, and almost unlimited "ability to pay" for additional
educational costs as well as for a host of other goods and services.

While explicit mention of the income level at which the ability to pay appears
seldom can be found in the literature: the various proposals and plans to
finance higher education locate it somewhere between $10,000 and $12,000
yearly family income. That is, it appears that the proposals and specific
recommendations Ily.that a family with an annual family income over
$10.000 has "the ate ty to finance a greater portion of its children's higher
education expenses.-

Data below from the Bureau of Labor Statistics' medial cost-of-living
estimates in 1971 for an urban family of four based on an annual gross salary
of $10.971 indicate the fallaciousness of the term as applied to this inconie
level'

I Food: $50 a week, including every restaurant lunch and stadium hot
dog ("meat three times a weekmostly hamburger").
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2 Housing: $219 a month ' r all expensi,s age, utilities, furniture.
repairs

3 Medical 5612 a year. which must over health Insurance (about $460).
all medicines, dental care, and so arty.

4 farisportafron $964 a year. including car payments. gasoline. repairs
and insurance

5 Clothing and persona/ care: S1.16 year for clothes, shoes, makeup.
hair care, etc.

$563 a year to cover life insurance. union dues. Christmas presents, and
charities

k,S4 a year for liquor, tobacco. TV and radio, records, books.
newspapers. school supplies, vacations and toys

T tie above profile indialeS that families with an annual income
approaching St 1,000 have little excess income pr "ability to pay" that could
lustily recent proposals to increase tuition.' lh light of the rapidly rising
prices since /9/1, the income level (if or exists) at Which ability to pay
Appears and inability to pay ,disappears could conceivably and
conservatively be placed somewhere in the neighborhood of $17.000.

hose individuals who argue for public tuition increases on the basis of this
ability to pay as derwed from observed increases in disposable income in
recent years. are suffering from anctperpetuatmg what might be called for
want of a better term a "perceptual lag- with respect to income level and
tit I rchas ing power This perceptual tapas come about as a result of rapidly
rising prices and a qualitative decline in marl copsumer products Put very
%imply $12 000 today does not buy nearly what it bought 5 years ago.
T herefore. there is a need to recognize an entire continuum of relative
abilities to pay (if the notion is to be used at all) and a raise in the income

level thought to generate some excess economic capacity consistent with
actual conditions in today's softy

Per haps ineui -important is the need to distinguish income level and
ability to pay trom willingness to pay in order to participate. Such
vvillingtiess to pay and participate is intimately tied to individual value
,ystoms environment and several other variables Ability to pay. as

,1150 he rioted that in 1967. 66 7 percent of the families in the $101:100-
Sl) c00 annual income bracket had two or more wages to reach that level, and of

the $1? 000-$15 GOO bracket. 759 percent had two or more wages
tc, that income
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presently used (synonymous with income levelleein no way provides clues
(particularly for the middle-income groups) about willingness to pay or
participate. given a public tuition change

Summary Remark*

This paper has examined the recent Carnegie and CED proposals to
increase public tuition and expand grant programs for `low- income
students. It concluded that:

0
The proposed increase in tuition was inequitable when evaluated within
the context of established and generally accepted equity criteria.
Specifically. the increase could result in a regressive distribution of the
burden with the middle- income stucleot and his family bearing a
disproportionate share of theilburden.

2 The proposed increase /n tuition would result in considerable
economic distortion becave significant 'lumbers of prospective and
presently enrolled students would be forced to alter adversely their
decisions either to enter or to continue in public higher education.
Thus, the proposed increase in public tuition would violate seriously
tht criterion of neutrality, in addition to violating the definition of
equity

3 These violations would fall most heavily on the middle-income group
student wid his family.

First, those middle-income students who either elected to enter or
remain in public higher education in spite of the tuition increase would
bear a greater relative burden than either the low-income student or the
upper-income student. In the low-income student's case the tuition
increase would be absorbed by the expansion of the grant and loan
program. while the upper-income student and his family would possess
a significantly greater ability to pay than all other income groups. This
woiari result in the proposed increase in.public tuition being distributed
not only regressively but disproportionately with respect to the middle-
income student and his family.

Second. it was determined that the middle-income student and his
family would bear an excessive burden relative to other income groups
in terms of the expected economic distortion estimated to result from
the proposed tuition increasst jhat is. of those individuals who elected
either not to enter or to drop out of public colleges and universities as a
result of the increase in tuition, a disproportionately large number
would b..± individuals from middle-income families.
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in terms of well-established and generally accepted principles of
eutt non-neutrality, and excessive burden on one particular income
group, the CED and Carnegie proposals are objectionable.

What the pr posals,r,epresent are a kind of zero sum game Vweep
and low-income gt'oups. Greeter equality of educational ofpeirtunity would
undoubtedly occur for low-income students under the proposals but only %.".t
the expense of significant numbers of students, from middle-income
families. While the analysis-Ras been presented here within the context of
income groups. the ul(?mate question is net one of one income group versus
another, but rather the questioe of increasing equality of educatiOnal
opportunity for individuals.

Specifically, the policy question becomes, can or should equity as ajoal be
achieved by an inequitable means? We presume most would answer a clear
"no

A plan that more nearly meets our criteria of equity is the plan advanced
recently by the 117-member Pennsylvania Assfaciation of Colleges and
Universities. ThelsACU plan would expand hieh'br education opportunity
to low-income students by offering increased grant aid-Lup to $2,000 in
cases of grebtest need. But the plan would also raise the laimily income
ceiling to $20,000, thus allowing subsidies, albeit smaller one's. to students
from middle-income fariffilies. Further, tuitions would be stabilized at their
present levels in public institutions, and potentially could be constrained in
priVate institutions because of state institutional support in the amount of
$600 fur each want recipient enrolled. (Because this plan was jointly
sponsored by the public and private institutions of the state, a much broader
political support is likely

The politics of good higher education financing are of great importance in
the current debate. Raising tuition is being suggested as the proper means
to the witiely- accepted end of increasing equality of educational
opportunity But, without equity of means, no plan for financing higher
education will receive the' broad public support essential to successful
public policy In short. the politics of good higher education financing
policy dictate equitable treatment of all. Broad policy se;)port is politically
necessary to the healthy maintenance of any large public service, iiieuding
higher education. It does not appear that such support can or will be
generated for esther the CEO of Carnegie proposals.

A Comprehensive Proposal for Financing Higher Education in Pennsylvania.
(Harrisburg Pa Pennsylvania Association of Colleges and Universities. '1974
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Chapter. 5
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IT'S TIME TO BLOW THE WHISTLE
11,

The Hon. James G. O'Hara

Today we are let to discuss the efficacy of tow tuition as a mea of
providing effective and equitable access to postsecondary education for e
young men and women of this country. My own position on that question is
not precisely a state secret. I am. to put it conservatively, thoroughly
convinced of the wisdom of a low-tuition policy. I do not believe in
"narrqwIng the tuition gap" between low-tuition and highstuition schools by
increases mat will make the gap virtually impossible. And I have said so
before.

V

If there is anyone who hasn't heard where I stand on this issue, let me say
here and now that I am unalterably opposed to the concept that increased
tuitions anywIttere will lead to increased access for anybody at any kind of
institution!

Further. let me reiterate my belief in,thepentury-old American tradition of
low-tint ion. or no4u Mon college eduaatipn.This tradition has done more to
make postsecondary education a liart of the American life-style than has
any combinatidri of student assistance programs on the bOoks, or in the
minds of any of those who have the wildest hopes for student assistance.

You know, tour where the family of average means stands when it faces up to
the question of how to send its kids to school. It simply cannot do sowithout
heroic sacrifices it should' not be asked to make. But the needs analysis
systems that now are a feature of every single student assistance program
deny assistance to those moderate-income kids because of thee supposed
affluencf..

There is flarthermore, a growing body of opinion in this country to theeffect
that the only beneficiaries of higher education are its graduates. And that
theory goes on that in the case Of the tax-supported public institutions
where the graduate has not paid. in tuition, most of the identifiable cost of

141 A
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his education, he is the beneficiary of an undeserved subsidy, to boot! This
theory r.; being pushed so hard now that another 20 years there might well
he no :ow-cost, state-sponsored institutions of higher education for your
children to attend.

The proponents of this theory are concerned about the continuing financial
problems of private colleges and they fear that many more such colleges
will be forced to close their doors because they cannot -maintain
enrollments 3s long as a nation-wide system of state colleges and
universities offers similar educational experience at as-substantially lower
cost. Their argument goes on to suggest' that the way to "close the tuition
gap.' the way to make the choice between a community college, a state
university. ?r a private institution less a matter of cost is to narrow the price
differential by raising the tuition at the public institution.

They concede that this would, in and of itself, work a hardship on the 4
poorest students. for whom they propose a significant increase in public
subsidy. But when they turn to the impact upon the middle-class
studentthe young man and woman from a family whose income is in the
$10.000420,000 bracket --they deny that the resultant two or three-fold
increase-rii tuition costs would work any reol hardship. i
That theory. and that proposed remedyincreased tuition at public
institutions, increased subsidies for the very poorest students, and the
honor of increased costs for the middle -class studenthas been
enunciated by the Carnegie Commission on Higher Education and more
recently by the Committee on Economic Development, art organizatior
composed of the nation's most prosperous and most powerful businessrnik
and bankers.

Ob. I fail to follow the chain of logic that leads from the proposition that the cost
of education must be lilted from the shoulders of the low-income consumer
to the conclusion that it must be transferred to the shoulders of the
consumer in the $110.000-$20.000 income range. And to assert that doing so
would lower the financial barriers between pq,stsecondary education and
the consumer is simple nonsense.

Let me tell you from the point of view of the Detroit area machinist who is
making over $t2,000 a year and is workingovertime to do it, from the point
of view of the school teacher or the policeman or the accountant or the
salesman who has to moonlight to make ends meet, that if doesn't make
sense to suggest he ought to be forced to pay more of the money he doesn't
have to send his k ids to collegein the name of removing financial barriers.
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-1 th
link I would agree with the analysis that says.

An upper-income family can and will pay more to send its kids to the
school of their choice, if it begins to cost more. They may not be
overioyek but they will find the dough.

2. The lower-income family is already out of its depth in trying to pay
college costs out of its own resources, so a change in tuition will, in and
of itself, mean nothing to such a family. Their only hope now, and their
only hope in a high-tuition situation, is generous federal or state or
institutional aid

3 So virtually the entire load of an upward shift in tuition policies would be
borne by the middle class.

My correspond files are filled with letters froM neople who are in the
$1O.000-S20.1:09 ncome bracket, and who don't know where to turn. They
are not faced with the difficult decision of whether to send their kids to
Princeton or to Michigan State. Tliey are faced with the difficulty of sending
those kids to either institution.

)However we finance our public institutions, we are, in effect, imposing a tax.
Ihve support them . as we have supported them historically by taxes spread
generally over the public. then the question of equity depends on the degree
to which the stateor federaltax system itself is equitable.

There is no question in my mind but that the federal tax systemand most
state tax systemscan be made more equitable. The middle-class families
we are talking about bear a substantial share of those taxes already. If the
tax system were truly equitable. and truly based on 'real ability to pay, the
middle class would still be paying more than would the poor, and while none
of us would enjoy them, I think most of us would agree thatsuch tax burdens
were at least equitably shared.

But the fact is mai lie very poor die reliWd. as they ought to be. of tax
nur`ciens by the fact of their low incomes.lhd the rich are relieved of their
share of tax burdens. as they ought not be. by the loopholes which benefit
only those with very large incomes.

My favorite *example. the Detroit area auto worker, can hardly save a
substantial amount on his taxes by making a gift of his personal papers to
the Detroit Public Library. The sweat of his brow and the effort of his brain
which he must bring to his job are not entitled to depletion allowances
which can. by careful juggling, reduce his taxes to a fraction of what they
might otherwise be. He can't even claim a tax deduction for the tuition and
fees he pays to send nis kids to college. Meanwhile, the executive of the
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company he works for can. with a competent accountant, cut heavily into
his federal and state tax burden by a little selective charity. including
seteCtiv.e giving to institutions of higher education.

There are figures that indicate the current aid system is not providing
access to a wide range of students. As an example, t turn to the National
Commission for the Financing of Postsecondary Education. The
Commission Report shoWs that between 1967 and 1972, there was a slight
overall increase in the higher education participation of 18- to 24-year-olds
coming from families earning less than $3.000. The participation rate for
students from families in the $3,000 to $7,500 bracket remained roughly
stationary. But in every other income category, the participation dropped.
with the biggest drops occurring in the $7.500 to $15.000 income group.

But the key argument against raising tuitions in the public sector Of
postsecondary education is neither the fact of its inequity to the middle
class, nor the fact that doing so would reduce access for the lower-income
student The best argument for a nationwide system of low-tuition or even
no- tuition public institutions of postsecondary education remains the
concept that such a system benefits the society more than it costs the
society

I would like to see the principle of a free, public education extended through
the 14th year. We should begin to look upon at least the first 2 years of
r)ostsecuf Wary education as a legitimate.area for the expansion of the ideas
of free access, broad public support and an 'end to the degrading
requirement that a student must. in effect, take a pauper's oath before he
can receive a subsidy.

Allan Nevins makes an interesting point which adds to the linkage between
what we think of as the ublic school system and higher education. Nevins
points to the historical ct that the land-grant colleges, in the Midwest at

s$1 least. actually pr d the secondary school system in,time.

Let us salute the sagacity of Morrill and his cofounders Of our land-grant chain Of
colleges and universities Actually, to found these institutions before the
establishment of effective high school systems was not to put the cart before the
horse. it was not to rear a castle iii tile air without supports Sound arguments could
be adduced ter Prmating the universities forthwith. They celled the high schools into
being.

1

If we follow the temptation to raise a wall of financial separation between the
people and their public universities, I can see a lessening of support for allot
education. including secondary education. as a direct result.
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Although most of my comments today and those in the past have dealt with
the financing of public higher education, I do not propose abandoning the
private.institutions which are fundamental to American higher education.

I think my own subcommittee has an obligation, which it will take very
seriously. to explore various ideas for the preservation of the private sector.
and indeed, to help that private sector make its resources and its unique
talents even more broadly availatIle to young people.

have no fool-proof plan. But I don't believe we are going to give much
.further consideration to the "answer" that takes the shape of higher tuition
for students at public institutions.

The Congress has only a limited role in the fight to preserve low tuition. The
main area of action, of course, will be the state legislatures. The brunt of the
battle will b borne by the educators and the administrators who are here
today

Let me suggest you enlist in your cause the parents of those middle-income
students who are being urged to carry the entire weight of the educational
system on their already overburdened backs.

In the last analysis. in the field of higher education as in every other field, it is
precisely the inexpert value judgments of the public which will prevail, and if
we are to accept the basic idea of free government. should prevail. The
interests that education legislation must serve first are the interests of the
students who use the system and the interests of the parents and the other
taxpayers who provide the system with all of its lifeblood.

Dr. John Raines. assistant professor of religion at Temple University,
recently wrote for Christian Century an article called "Middle America: Up
against the Wall and Going Nowhere." I think some of Dr. Raines' obser-
vations make a great deal of sense here. In 1949 he points out, 1 Arcent of
the American people owned 21,Percent of th tal personal wealth in the
nation. During the past 25 years. while we have been comforting ourselves
with the idea that more and more Americans are becoming affluent. that 1
percent has raised its share of total personal wealth to 40 percent or more!
Says Dr. Raines, "There has been upward mobility in Americanot at the
middle but at the tbp. which in 20 years has doubled its distance from the
It of us."

He further cites income statistics (already 6 years old, so we can safely
assume that inflation has made them substanfially worse) which show that
in 196. , 56 percent of the American families in the $7.000-$10,000 income
bracket. 67 percent of those in the $10.000412.000 bracket, and 75 percent
of those in the S12.000415,000 bracket got there by having two or more
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wages in the family. In other words, according to Dr. Rain , "Not massive
middle-class af huence but massive middle-class moonl ting that is
what the figures show

I submit that middle-class Americans in families where both pare s have to
work sometimes at more than one lob, lust to stay where they are are not
going to understand the reasoning that suggests they are amo g the
wealthy and that they are not paying their fair share of the c t of
postsecondary education.

Let's remember while we are looking at this affluent auto workerwhos
wife has an office lob, who probably has a small equity in a house and owns
an automobile he helped build 3 or 4 years ago, and who owes a large bunch
of bills he and his wife we barely abte.to pay at the end of each monththat
he is probably also paying a higher effective rate of tax, both state and
federal, on his income-based wealth than the higher income professional
man. or businessman, whose true wealth may well rest more on property
income than on wage income.

Lets look at those figures. too. if you think we are creating a straw man here.

Iii 1967. the same year as that frorn which John Raines drew the statistics
quoted above, the percentage relationships between wages and property as
a source of income were as follows:

income of 85.000 to 815.000-85% from wages. 12% from property.

Income of $15,000 to $25,000 -78% from wages, 21% from property.

Income of 825100 to 850,000-47% from wages. 51% from property.

Income of over 8100.000-17% from wages, 82% from property.

Remember that the tax rate on property income averages 63 percent of the
tax rate on wage income. Remembers -tee, that enormous amounts of that
property tax derive from tax-free municipapbonds, and other tax shelters,
and try to understand that the man whose income derives mostly from his
own one or two lobs, and his wife's job, is not going to be impressed when
we telt him that he is being "subsidized" because he is not charged most of
what it costs to educate his kids at a university his taxes paid for.

Let me stay with Dr. Raines' article briefly, because he presents us with
some very disquieting evidence about the life-style of these supposedly
affluent. supposedly upwardly mobile, middle Americans. Let's look 0 he
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does at the 1971 'Bureau of Labor Statistics "Intermediate Level of Living"
budgett, and see how an urban family of tour with an $11.000 income really
lives

Firstalmost $2.000 of that income went to taxes.

$50 a week went to food When those figures were compiled thatmeant meat
three times a weekmostly hamburger. I suspect that is a dimly
remembered dream for many of these families today.

$219 a month went to housing expenses. including utilities. mortgage
payments, furniture, repairs. etc.

S612 a year went to medical costs.

Almost 51.000 a year went to transportationwhich is mostly the cost of
getting back and foth to work and the grocery store. .

A little over 51,000 a year went to clothing for this family of four.

$563 a year went to insurance, union dues. Christmas presents, and
charitable contributions.

$684 a year went to amusements, including payment.for the TV, to books
and records and newspapers. a vacation, and school supplies and toys!

THAT is the life-style of an American family which the academic
economists tell me is "above the median."

THAT is the life-style that some bankers, attorneys, and industrialists think
can be made a little more austere so that these "upwardly mobile"
Americans can avail themselves of the privilege of an education for their
kids

THAT is how the people live who are accused by some economists of not
contributing enough toward their own kids' education, and the education of
other people's kids, too.

0

Part, of course, of the rationale for seeking higher tuition payments is the
acceptance, perhaps out of pure pessimism, f the idea, fervently preached
by the present administration, that we have re ached the highest level we can
hope to achieve in the public support of posts ondary education, and that
the only alternative is the rearrangement of those resources in more
beneficial ways.

.4
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am not suggesting any bad faith or evil motives on the part of those who
accept, as graven on r,tone. the view of public priorities which has the
blessing of Richard Nacon and Roy Ash. But we do not have to assume that
we have no more .sources to put into education. It is possible to lower
financial ban at the bottom of the scale, without raising them further up
on that scale. And there is untapped wealth at the untaxed top end of the
income scale which can be used to help pay the costs of public education.

Bout. atioye all. am suggesting that the economists' assumption that
educat6n benefits only the student is wholly unproven!

I admit the validity of the argument that a college education substantially
increases a student's likely income. The figure I have seen most
emphatically offered is that a college degree holder will likely earn, over the
course of his lifetime, something over $400,000 more than the average high
school graduate. I am`-hot sure that figure takes into account the effects of
inflation either indierms of money or in terms of job credential requirements.
nor am I sure to what degree that figure may be attributable to the personal
drive and ambition that caused the degree holder to go to college in the first
place. But let's assume for the sake of argument that the degree itself
produces that $400,000.

My answer is 'So what?"

The highway and the subway are both financed, in c3 je part, by nonusers.
In 1971. the United States government subsidized 13 regional airlines to the

Tune of 563,000,000, and xve are subsidizing shipbuilders, airports, and the
sale of wheat to Russian consumers! The tax system is filled with provisions
which subsidize the home buyer, the borrower of money, the motorist, the
user of :nstallment credit, the contributor to churches and nonprofit
organizations And not least among the beneficiaries.of this latter kind of
public subsidy is the benefactor of-the private educational institution.

I am not singling out tax subsotes or cash subsidies for criticism or defense.
Whatever the merits of any one of them, we can all agree, at the very least,
that the individuals who claim each of these tax or cash subsidies personally
benefit from the activities subsidized. And some of thoSe who do not benefit
directly and individually from such subsidies are among those whose tax
payments are needed to fund the cash subsidies and replace the tax
subsidies But a subsidy is justifiedor notin terms of The benefit to the,
public as a whole. And until we are ready to abolish altogether any form of
subsidy to any activity which benefits any individual personally, then I think
we have a long way to go before we Can begin to justify singling out the
student and his family for this exercise in moral regeneration.
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submit that we do not spend Money on educationwe invest it, and I
submit thAt we have done so since the origins of this republic, and we have
done so knowingly and wisely. The Northwest Ordinance, the Morrill Act,
ttv. tong list of federal and state and local decisions to put public money to
the most fundamental of publ &c purposes- -the education of childrenall
these bear witness to the validity of a concept that we are now being asked
to discard. so that we can trim .our educational aspirations to the
Procrustean dimensions set by the Budget.

I think John Dale Russell made the point best in 1960, when he said

The reason for the support of education out of the public treasury is that an important
public benefit is produced In these times there should be no question whatever
that education beyond the high school f2r a great many young people is as essential
to the public welfare and security as edWcution of elementary school or at the end of
the fourth grade

There, t suggest, you have the argument in a nutshell. Either the education
System benefits the society as a whole. and access should be truly
universal, or it benefits only the student, and he should pay the entire shot.

It education benefits only the individual then we are beggaring ourselves as
taxpayers to provide an expensive system of education, from the
kindergarten through the 16th year. or beyond, which ought to be made
available only to those who want to, and can pay for it. If that premise is
covect. then there is, indeed, no justification for the public educational
inst.tution. and none whatever for tiVe money-losing private educational
institution If that premise is right. indeed, education should be wholly a
profit-making enterprise, and Harvard and. Macomb County Community
College should troth start making money. or go into the drink.

But if that premise is incorrect.' if as we have always believed, and as
Whitehead so eloquently said. The race which does not value trained
intelligence is doomed," then the society itself derives a benefit from its
educational system far in excess of any investment that can be put into it in
advance by its immediate clientele. And if this is the case, f suggest that our
lob is not to try to accustom ourselves to today's small visions, but to raise
our eyes to the goal of a truly universally available edupational system
without cost barriers

I think we ought toindeed. I think we musttry to create the opportunity
for every American. whatever his background. whatever his economic class,
whatever his age or the point he has reachet in his career, to have access to
a full range ofvostsecondary education opportunities, to the full extent he
can.benefit from them. The kid lust coming out of high school, the mature
person who wants to change a career or who finds that his career has been
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threatened by technology, the person approaching retireme ho wants to
live a richer life to each of these the doors of postsecon ary education

.10

must be opened, and kept open. (

And an indispensable element of this., an element without wh. h we canna
remain where we are, much less move forward, is = well-financed.
nationwide system of low-tuition or no-tuition state universities, colleges.
and community and junior colleges.. That element is no less valuable than
the indispensable system of independent institutions which must be
strengthened and preserved to provide a wide variety of choice for those
seeking an education. I accept the proposition that private education
should not be priced out of the educational market place.

We need our entire educational system.

There is more need for education, for competent teaching, for research, for
the sparking of intellectual curiosity, and for training in job and professional
skills, than we can hope to provide with the educational system we now
have. The widespread acceptance of the idea that the dernand indeed. the
needfor our educational system is shrinking is a counsel of despair on
which we cannot build our educational policies.

The American people will support, as they are already supporting. a
broadly-based, open educational system. And they will support it more
readily if its costs are spread across the society it serves, and not
concentrated wholly on those who happen at the momentas
undergraduates or graduate studeiltsto be "using" the system.

The American taxpayer has earned his reputation as one of the most patient
and law-abidmg people-in the world. He pays his taxes, even when he 101
altogether sure that he approves of what they are being used for. He knows
he is pa9ing more taxes than his president, and suspects, rightly or wrongly.
that he is paying more than his banker, his doctor, his lawyer and perhaps
even more than the economist who is pontificating on how well subsidized
that taxpayer is! Tell that taxpayer that he has to help a little more to open up
the doors to college for his own kids and everyone else's, and he will
grumble. but he will help. But you tell him that the sacrifices he is already
making. aed the new ones you want him to make are not to help his
kids- -that he and his children are too "affluent" to need helpand we may
have a very vivid,bicentennial observation of the Boston Tea Party!

But I think we can avoid that kind of confrontation behyien those who want
to save the values of a mixed educational system, and those who will;in one
form or another, have to continue to carry the load. I think we can, without
doing violence to our institutions, or stretching our legislative ingenuity out
of shape. come up. with educational finande systems which will be
consistent with our own educational tradition.
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STATING THE CASE

A State Chancellor:
Some Preliminary Comment, on Postsecondary Tuition Levels

G. Theodore Mitau

Several factors have lately served to tows increased interest on the
question of tuition levels for postsecondary education, They include:

t Stable fir, in some casnc. declining enrollment:.

2 F!riancial difficulties of private colleges

:3 Difficulties encountered by PhDs in the job-market

4 Teacher surpluses in elementary and secondary schools

(

r

5 The contention that many young people of marginal academic interest
and abliity have been directed into our colleges inclead of vocational-
technical programs

6 A reordering of legislative priorities away from education in favor of
contry. urban maz.:, flansit, improved law enforcement, and

other (-sleds Tor which the seems to be calling for increased funding

7 Pressures to increase funding of elementary and secondary education to
counter inequities in local property taxes

Beyond these factors of course. the work of various commissions and
committees has served to bring additional attention to the question of
tuition levels Those study groups induce the Carnegie Commission, the
Committee on Economic Development. the National Commission for the
Financing cif Postsecondary Education and the Newmar, r:ommission It is

t53
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against tht. ackdrop of these and otherstudies one now considers the
historical perspective of tuition levels:

Between World Wars I arktil the number of high school graduates who went
to college wa r

ion through
small, Those who did attend typically financed their`

.1ollege educa ion through part-time work and help from parents or through
some combination of scholarship and financial aid. Tuition wits relatively
tow and the ratio between public and private rates varied from about one to
two or perhaps as much as one to three. Major institutional support came
primarily from state government, private philanthropy, and churches.

The post-World War II era was dominated by two occurrences. The G.I. Bill
of Rights became the fuse which detonated the "enrollment explosion," and
the successful launching of Sputnik in 1957 drastically altered the way in
which college education was funded. Federal aid to students was vastly
expanded through grants, contracts, and loans. Increased institutional aid
was made available through research grants and assistantships, and for
bricks and mortar. Colleges and universities became more aggressive and
professional in their fund raising. and state and local governments
significantly expanded their appropriations for the support of public
institutions. At the same time, tuition was increased year after year by both
private and public institutions.

In the later 1960s institutional aid became the agreed upon funding
approach of the educational establishment. Colleges and universities
needed funds to meet the steadily rising costs inherent in the new
challenges presented by unprecedented enrollment totals.

But after 1970. the Nixon administration placed heavy emphasis on the so-
called "market model The rationale was that in a free society it would oe
best to provide federal aid directly to students. They could then exercise,
personal choice by taking their grants to any institution. It was argued that
low-income students would be helped significantly by loans and grants; the
poor and needy would require some degree of subsidy, possibly by
increasing tuition for students who came from middle- and upper-class
families

Some viewed the market model as a means of narrowing the gap between
public and private colleges by providing access to all students including the
most needy Further, it was said that students would be able to influence
collegiate institutions as never before as colleges and universities sought to
he more responsive to 'student-consumer expectations."

Others took a much less optimistic view They said college graduates return
their tuition to society many times over through the higher income taxes
their increased earning power generates. The anti-market model people
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rested their case by saying it is in society's interest to make it as easy as
possible for a large mass of student enrollment in postsecondary education,
and that a more highly educated electorate provides a civic culture of
benefit to all.

It is also true, of course, that thtre are no assurances that the monies
resulting from higher tuition rates would be recycled by governors and
legislators into education. Indeed, would they not be more likely used for
competing social services as public spending priorities change?

Other practical questions arise with implementation of the market model
haOing to do with guidelines to identify middle-class students; the issue of
dual incomes when husbands and wives both work; the question of
definition of a middle-class family income; the issue of e lig ibility schedules.
and the political unwillingness of segments of heavily burdened middle-
income wage earners to maximize earnings when they discover that some/of
their nwn children's tuition would in effect be redirected toward the needy
or poor students

Advocates of higher tuitions must also address themselves to what that
would mean for the larger number of students who are self-supporting, for
the older married student who might have to forego full-time studies for
part-time, and for the concerns of older citizens who may seek additional
education in order to change careers even beyond midstream.

To increase student loan monies to meet higher costs breeds another set of
problems. These problems relate to such questions as the desirability of
increasing the number of heavily indebted students, the issue of
intergenerational financial iustice, the nature of student indebtedness at a
point in their lives when other long-term commitments have to be assumed,
and the inflationary effect of loans on tuitions

Many old-time political populistsand I would rank myself among
thcm, ;vvii tuition empha izes the social benefits of public
education. They argue that we need to arouse more people to the kinds of
problems whu.it uur nation faces in a orld characterized by simultaneous
revolutions -- social, economic. and technological.

Surely this is a most inopportune moment to desert a marvelous system of
mass higher education. one which may well be the world's first example of a
public commitment to an educated electorate.

For, as Steven Bailey wrote in Ethics and the Politician. "The ultimate
ethical postulate of a democratic society is not that man is good but that he
is capable of good. Not that man is free from ..irruption but that he is
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desperately sick of it, not that man has created the good society, but that he
has caught an unfoi gettable glimpse of it."

This is not the time to abandon the tuition policy which has made it possible
to provide Increasing numbers of Americans with something of an
unforgettable glimpse of what a good society could be all about.
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A University President:
Where Do We Go.trom Here?

Harold L. Enerson

It is a dubious honor to be the "win up" person on this extraordinarily
stimulating program. Last week I atten d a regional conference in Detroit
at which I debated with a high level of s rit and a low level of information the
report of the Commission on Postseco clary Education. Years ago I gave up
on the problem of trying to read all the things that come across my desk, and
now have difficulty reading even the tables of contents. Sdlon "the way to
Detroit I just thumbed through the table of content of that report and, of
course, saw just enough clues to tickle all of the old farniliar prejudices. I feel
similarly disadvantaged today because I tried to read the statements even as
I listened to the debate.

My assignment was to answer the question, "Where do we go frctrn here?" I
am tempted to be frivolous and suggest that we go to the airline terminal,
check our ticket reservations, and go home to the problems that we are
neglecting there Rut that is strictly on a cost-benefit analysis. Seriously!
think we do owe a debt of gratitude to the cooperating organizations Which
have put this conference together, and I think we should also be grateful to
the American Council on Education for its long-developing statement on
the contested. matter of tuition levels dnd possible state aid to the private
sector

I would like to make several observations on this whole matter.

First observation l think the danger in conferences such as these is that
they tend to be rendezvous of the faithful. But I really believe in this instance
that our critics wal make-a mistake if they see this conference as only a
defensive reflex against external assaults on our own true faith. The superb
papers that.were heard today are not recitals of shared canvictions. They do
represent a determined effort to think through. once again, the intellectual
bases of our faith in low-cost tuition.

I would like to make a brief personal reference, and I suppose that the story
could be duplicated around this room. I attended a one-room schoolhouse
in rural Iowa free, at a time when farmers in that area were desperately short
of money I attended high school in Albuquerque, New Mexico, in the Great
Depression at a time when the taxQayers in Albuquerque were desperately
short of money. And finally, I was able to attend, at a trifling cost, the
University of New Mexico for 4 years, again in the midst of a Great
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Depression SomebAy teved in the value of higher education. Nobody
was troubled by cost -bane analysis. The- earlier, simpler, and clearer
thinking society knew in its bones that education and opportunity for the
individual also meant a better society.

Second observation. I think the conference is 3 years late. We have let our
critics once again take the tattle to us, and I would assert that except
possibly in professional football, densive warfare is essentially a very bad
game. We have failed miserably toSee the magnitude of the threat and I
think we have nere another demonstration of the slow, sluggish, too little
and too late response-of our Washington-based national organization's:(l
hasten to add they are mirror images of the universities.)

The battle against rising tuition did not begin with the Carnegie
Commission and the CED reports. In my view we have been slowly but
inexorably losing ground in this regard for a number of years. In state after
siair rounO.th«, g; cat nation we are still losing the battle for low tuition. We
have failed to articulate in clear, confident, strong terms the case for greater
public support of quality education in our state universities.

Third observation. The key, underlying premises articulated in both the
Carnegie report and the CED report have now been effectively demolished.
We now have an intellectual and factual base for criticism. To put it very
simply and crudely, we have at long last assembled the intellectual argu-
ment needed in our arsenal of wepons.

Fourth observation. It strikes me that both the CED and the Carnegie
reports took us down a blind alley. They posed unanswerable questions
which we have, labored mightily to resolve. These impressive documents
contain within themselves concealed value iudg tents which are in no way
related to the impressive body of statistical charts and tables and assertions.
And worst of all, they led us into that most ancient and treacherous debating-
trap. nether in a battle with (me's vvav ul employer or anybody
else fhe eitherer simplicity.

Hove an grown folks seriously enter into a discussion of whether higher
education primarily helps the individual or primarily helps the society? A
moment's observation, whether of an individual or the world around you.
ought to suggest quickly and clearly that the assist ice is to botharid in
whys that are forever beyond reach of measure. By posing impossible
questions. however plausible: tne new breed offeconomists led us into a
blind alley

think of a recent experience that we had i nOhio, where we too have a state
regents task force on higher education. I am on the finance subcommittee of
that group We sat there taking testimony one clay, and l :t a; on chanted to

'
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watch the antics of three young economists who cam%into the room with alt
the exuberance that one associates with somebody who has just returned
from the Klondike. They had discovered, would you believe. by. a study of
tax returns. etc., that people who were more highly educated earn higher
incomes in their lifetimes. That's right! They had discovered that, and really
wanting to be helpful to our group, they had assembled some tables which
further documented the obvious. Their solution was, of course, a loan
system. They took an hour and a half to make this presentation. and when
they left the room, they still didn't understand that they had never defined or
articulated the premises of their thinking.,nd it was a sad thin°.

To put it another way, we have tried to meet those economists on their Own
terms. Thankfully, those economists have not yet tried to assess the value of
the newborn baby.. or the American wilderness, or the Metropolitan Opera,
or the social value as coptrasted with private value of happy marriages.
What then is the value of a doctor, or a lawyer, or a pope?

Fifth observation. The battle has now shifted to tiv,states. As the storm
passes over at the national level, we could have sad reenactments of this
empty kind of debate in rnzny of the 50 states. There are two ways to think of
the Carnegie and CED reports. One is to take them seriously and deal with
them in an intellectual frame. We have done that at long last. The other way
to.deal with them is to took at their impact on the thinking of the electorate
and the people in the state legislatures. Whether the authors of these reports
like it or not; the practical effect of both, in my judgment, is to raise
questions that seem fair and reasonable on their face, and yet which are
impossible to answer with any precision. To be more direct about it. the
practical effect of both reports is simply to weaken those of us who struggle
against tuition increases in the states, but not to answer the ultimate
questions.

Sixth observation. The plea for low tuition is much too simplistic and
argumentative, except perhaps in a college seminar. Can we. the public
universities, really hope to freeze tuition at present levels indefinitely in the
face of substantial annual inflation? I doubt it. It occurred to me as I we=
listening this morning that we just could stumble in;., 11-Ftt worst of both
possible worldsnamely, frozen tuition backed by strong resistance of
students on the one hand, and meager and crippling support from state
legislatures on the other. And here, if I may, I would like to share with you the
experience in one midwestern state. Ohio.

For the past S or 6 years in Ohio. we have been going through essentially the
same painful process. The presidents make solemn pleas for added state
dollars, and the legislature at long last passes an appropriation. All of our
firm public declarations against tuition increases become naught, however,

4
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when we look at the pressures within the university for increased support.
So we turn with a great reluctance. and impose a new tuition increase on the
student

That was the social ritual which characterized the budget process in public
higher education in Ohio until the fast session of the general assembly.
Apparently, in this session we hit the resistance point on increases in
student fees. An awkward and loose alliance of students, parents, liberal
legislators, and presidents managed to'persuade the general assembly that
the*. .:tight to hold the fine on tuitiOn charged for both years 1973-75. And
believe it or not, we actually persuaded a legislature to increase support per,
student in the range of. as I recall: percent per year. To this day it
astonishes me that very few in the legislature realize that when you support
per student expenditure increases at the rate of percent, you necessarily
require increase in state support on the order of perhaps 8.9, or 10 percent.

Now this budget has forced serious retrenchment on Our universities, and
the second year will be much more difficult than the first for reasons you
well know. Now comes the inflation and the energy crisis. I don't think for a
moment that we can replay the drama of 2 years ago in Ohio; not when
inflation is running 7 and 8 percent per year. We face an utterly cruel cho:ce
as administrators in individual institutions. We have both the under-
standable student pressure for holding the line on tuition, and the faculty
insistence that salaries must keep up with inflation.

Parenthetically. I would add just a few suggestions to Dr. Van Alstyne's
paper In additiOn to increased costs for minimum, wage, which she
mentioned, I would add those for utility bills. The increased cost of utilities
Is simply going out of sight.

Of course another factor that is going out of sight is increases in the cost of
libraries My own solution to this impossible prOblern (or rather my own
suggestion) is that we stop talking about no more increases in tuition and
turn instead to the student's fair share of the cost of instruction. if the overall
budget is going up 10 percent. then I would argue that both students and the
state should share in that cost: though I should add that I don't think for a
moment there is any perfect ratio in terms of these shares.

Seventh observation. This is a highly personal observation The national
debates as symbolized by Carnegie. CED, the Newman Report, and the
Commission on Postsecondary Educationwere simply out of phase, out
of focus, with the kinds of issues and concerns that I detect as I talk with our
legislators. I don't hear anybody in the Ohio General Assembly talking
about the social benefits of an education at Ohio State University. I have
never heard a legislator talk about "cost- benefit" analysis. I doubt if more
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than a few have.heard of the Carnegie Commission report or any of these
other reports. And you can be sure they do not intend to read them.

Yet, they are concerned with better managementbut they are,concerned
about it in very human terms. They hear about a professor at Ohio State who
is moonlighting, and they don't like it. They hear f rom some constituent that
a professor so-and-so hasn't met his classes for the last 3 weeks because he
is taking a tour of Russia, and they don't like that. ft is on that fairly eleMental
level that they are concerned about faculty workload, and so forth. The
other real concernand I would argue that this is a fairly general
phenumenon relates to finding additional spaces in law school, medical
school, dental school, physical therapy programs, and in other areas as
well, for their constituents. That's what legislators are talking about in the
corridors

Eighth observation. In my judgment we are 2till papering over a really basic
unanswered question: What is the rationale for state

me
of private

m'colleges and universities? The ACE statement seems to e to conceal more
than it clarifies. It simply papers over and leaves to each individual state this
extremely difficult questiOn of how to fashion a system of state support to
private colleges and eniversities that is truly in the public interest. A number
of the program: now have on the statute bpoks areairnply exercises in
camouflage and concealment, designed to provide indirectly what the state
is reluctant to do directly.

And finally, my last observation (for whatever it is worth) is that we need a
new agenda in higher education. The debates and the discussions that
circulate and swirl around these recent reports do not provide a useful
frame of reference as we move into the state battles to restore confidence in
higher education, to keep (or achieve) low-cost tuition. and to garner added
financial support.

I don't have the time = r tne talent to design that agenda for you, but I am sure
snould include the degree of response that the universities have to

emerging needs. I think it must somehow deal with matters of quality, and
with matters of expansion of opportunity into those areas where there is an
acute public concern.

We have developed in the past 7 years in Ohio under the board of regents
(desifite conside?able wastage in the process) a comprehensive system of
postsecondary education. We have, in many reports of the board of regents.
impressively detailed data: storehouses of quantitative data on student
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credit hour production, on the utilization of offices at 8:00 a.m. throughout
the state of Ohio. and the like.

Nevertheless, I would make this conclusion Yesterday's agenda is never
good enough:

O
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Appendix 1

ACE STATEMENT ON TUITION. POLICY

The American Council \ on Education is deeply committed to two
fundaMental goals. The first is the social goal that all those seeking
postsecondary education have access to a broad range of opportunities; the
second is an educational goal to assure high quality postsecondary
education in America through the healthy coexistence of public and private
idstitutions. The council believes that public policy must not waver in the
pursuit of these goals. Recent debates about desirable levels of tuition in
public institutions have threatened to pit these two essential propositions
against each other

Private education needs substantial help if it is to maintain its
vigor including help from public sources. ACE is committed to the task of
seeking solutions to the present financial plight of the private sector. Along
with the public sector, private postsecondary education is contending with
staggering financial burdens induced by inflation, the energy crisis, and
limited sources of revenue In this context of financial need. tuition
increases in public institutions have been proposed as a means of assisting
private institutions, through reducing the competitive disadvantage of
private in, titutions in attracting students. ACE does not believe that
accelerating the rate of increase in tuition will have the predicted effect. Its
effect will be to hea:-an the financial barriers to education for everyone.
Out particularly tc, e student from middle-income families. The
predictable net result ca increased financial barriers wilt not be a shift of
enrollment to private institutions but a decrease in ease of access to all.

To help private education A4E,endorses a policy of basic public support tor
a part of the costs of educating students in private institutions. A judicious
mixture of student loans, scholarships and fellowships, and cost-of-
instruction grants the costs shared by our state and national
governments -Scan assist our private institutions without increasing the
costs to students in the nation's public colleges and universities, many of
which are already seriously overburdened

165
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-ACE feels it necessary to make a statement at this time because many state
legislatures are presently considering substantial tuition increases in public
institutions. In part, such increases are being justified as consonant with
major reports on the subject of financing postsecondary education issued
by the -Carnegie. Commission and the Committee on Economic
Development. These important and complex reports, differing widely in the
substance and timing of many of th&ir recommendations, but both
associated in the,public mind with a conscious policy of increasing tuition
and fees over time in public institutions, are subject at present to vigorous
analytic debate within the scholarly community. ACE 'is convinced that
immediate reliance upon selected portions of these recently issued reports
for immediate policy direction is premature.

Both reports accompany their somewhat differing recommendations
concerning tuition increases with recommendations for compensatory
relief for low-income students. ACE is fearful that the net political effect will
be an increase in tuition without the relief. Already existing pledges of aid to
help low-income students are woefully underfunded. Hard-pressed
institutional funds are unlikely to be allocated to increase student aid. As a
consequence, an increasing number of students will be obliged to limit their
eduCational choices or to incur even heavier burdens of debt, or both.

ACE recognizes that other arguments are advanced for increases in tuition.
Both the Carnegie Commission and the Committee for Economic
Development argue that a disproportionate share of the benefits of public
support for higher education go to middle -and upper-income families and,
therefore. that it would be more equitable to raise tuitions and to offset
tuitions with increased assistance for low-income families. As we have
indicated above, we believe this assumption that increased aid will
automatically accompany increasza 'tuition is tenuous in the extreme..But
we believe equal:y fervently that inequities in benefits to different income
groups can be met in other ways, including taxation. To quote Howard R.
Bowen. we should not "convert the educational system into a device for
redistributing income." The effective way to achieve-a fairer distribution of
the benefits of higher education is to keep tuition low at all instituters and
to work harder to broaden access to all institutions, public and private.

ACE believes that the moves to accelerate the rise in tuition rates in public
institutions are dangerously divisive' The council believes that private
education should support low public tuition and that public education
should encourage the use of public funds for the assistance of private
education

The Congress took a major step towagletilattainment of the twin goals of
equalization of opportunity and diversification of option in its enactmeer.
the Education Amendments of 1972. The promise of that legislation awaits
fulfillment through funding action by the administration and the Congress.
Our collective effort should be to secure that fulfillment.

ors
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AAC STATEMENT ON TUITION POLICY

The Board of Directors of the Association of American Colleges views with
grave concern the threat presented to all of higher education by the divisive
effect of current arguments about tuition charges in publicly-controlled
institutions

The Board is distressed by confusion and misapprehensions arising in the
debate. and it takes particular note of the fact that pricing is but one of the
important factors in the complexities st pnlicy on the financing of higher

; education

The Board recognizes that the states, in their various approaches to the
financing of colleges and universities, face diffieult problems in providing
the funds necessary to support these institutions, and acknowledges that.
for reasons beyond the purview ot, the institutions, tuition charges in public
institutions are tending to rise.

But this Board is convinced that it is illusory to believe that this tendency
offers a solution to the financial problems of privately-controlled insti-
tutions or that an effort to assist private institutions by increasing tuition in
public institutions. however well intentioned, can be effective.

I he only course of public policy that will contribute effectively to solving
those problems in a manner fair tattle interests of students, institutions and
taxpayers alike is a truly comprehensive program of student aid that will
enable the collectivity of academic institutions, public and private, to offer

..--ttudents. regardless of social and economic status. u 74 ettered opportunity
for pursuit of their educational goals
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Appendix 3

A JOINT STATEMENT BY AASCU AND NASULGC

Financing Higher Education

Low Tuition: The First Priority

It is an irony of our times that some who champion more nearly equal access
to post-secondary education would first of all destroy a principleno or low
tuition -which historically, through public cOeges and universities, has
provided an open door for 11.

The record is clear. The first public university was founded in the 18th
century. The normal schools and teachers' colleges. many of them
forerunners of the present state colleges and universities, came early in the
t9th- century. These institutions, together with the land-grant colleges
established under the Morrill Act of 1862, greatly expanded opportunity for
the children of poor and middling families and offered a diversity of courses
never seen before. The rapid expansion of the community college
movement is part of the same thrust for broader access. in our own time. as
enrollment has quadrupled sinCe 1948. the percentage enrolled in public
institutions of higher education has increased to about three-quarters of all
students attending college.

Now higher educationall higher education, public and private -faces
grave financial problems. The public institutions risk eros ion of programs.
quality, facilities and salaries. Many private institutions hazard bankruptcy.

We are concerned about the good health of private institutions' we are
about the public. We support a diversity of types of institutions. The
necessary support should be found for all who need it. The six national
associations, representing among them nearly all the colleges and
universities in the nation, have consistently advocated federal aid to
institutions ,based on a fair formula as the best way to enhance the quality
of higher education as well as assuring survival of institutions. But we
oppose totally the congeries of proposals which purportedly would "save"
private institutions by raising tuitions at public ones. We believe that the



APPENoi*ES

most effective means of expanding educational opportunity is to keep the,
cost of education to the student as tow as possible

The champions of high tuition for all students are attacking a system of
financing higher education --public subsidy to public institutionswhich is
a proven success with a counter - strategy based on a series of related but
unproven assumptions about the consequences which would flow from
increasing public tuitions It is noteworthy that the national board of the
Association of American Colleges. which includes in its membership more
than 70Q private colleges and universities. stajed at its recent 1974 annual
convention that it is "illusory" to believe that raising tuition at public
colleges would be an effective way to help private institutions.

There is no proof that higher tuitions at public institutions would send more
students to the private institutions, nor that more students necessarily
would solve the problems of the private schools. The argument that states
should increase tuitions in order to provide more student aid is specious:
state governments.would be free to spend these funds any way they please.
And so they should be. that is what federalism means. Moreover, it should
not be forgotten that historically the states have been the principal
supporters of public eaucation and still are.

With increased tuition. governments must make ever-higher grants to the
poor whocthen can get post-secondary education only by becoming wards
of the state

7'%

That part of the so-called "middle cla s" that has small incomes has no
choice but to borrowT tf it can fin lendersat high interest rates.
Moreover, experience show, that many these families have had bad times
with debt and are reluctant to born

The true middle classthose who can pay high tuition from income or
assets -win pay taxes that are used to educate other people's children and
pay fully to educate their own children. Fairness suggests they should pay
both through a progressive income tax.

The true victims of ,increased public tuition clearly would be the lower-
income. middle clalykho cannot pay high tuition and whose children are
not eligible for public student assistance. We want to keep the door of
opportunity open to them

The Education Amendments of 1972 reflect the desire of Congress to help
students from low-income families. They also reflect the congressional
desire to help maintain institutional integritythrough various categorical
programs and The provision for cost-of-instruction grants to accompany
federally-assisted students We believe both goals must be supported by
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those who believe th, both society and the individual are served by
education beyond high school.

These Associations and the institutions they serve, which among thew'

teach more than half the students in American colleges and universities, ividl
not waver in their defense of a principle that has enabled them to maintain
quality and diversity while extending opportunity to an ever-increasing
number of young Americans.

I
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GUIDELINES FOR PUBLIC SUPPORT
OF COMMUNITY AND JUNIOR COLLEGES

A Report from the Committee on Financing

American Association of Community and Junior Colleges

A coordinated systeM of finance recognizing all elements of higher
education is necessary. However, our assignment is to recommend
guidelines for public support of the types of institutions that make up the
membership of the American Association of Community and Junior
Colleges.

In

We endorse the view that since there are differentjovels of social needs and
varying institutional costs, there should be different levels of public
responsibility with respect to higher education at the lower division, upper
division, and graduate levels.

We reaffirm our belief in extending educational bpportunity. until it is
universally avilable to the associate degree level. The diverse oppor-
tunities and resources of both public and private institutions should be
utilized to achieve this universal access.

We believe in the wisdom and value of the diversity of state patterns that
nave emerged from various local traditions and state planning effort§.

We see these elements in our environment for the next few years: (1) a
growing student population made up of persons of an increasing diversity
of ages. incomes, and interests, since all persons in the community are

potential students; (2) a growing demaild for adbitional programs.
specially in the occupational and continuing education areas.

Finally, we agree that responsibility for financing postsecondary education
should be shared by a combination of public and private sources. Among
the sources that should be usedin different combinations and in different
ratios in the various states and in various institvtions are federal, state, and
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local governments, and private sources, including individuals and
organizations.

Against this background. we make these recommendatickts:

1. Student tuition in publicly supported community colleges should
remain low and, where possible, there should be no tuition charged as
is the case in California where more than one-fourth of the students in
the nation's community colleges are enrolled. Tuition in privately
supported junior colleges may, of necessity, be hig er than tuition in
public colleges, but should not be prohibitive to midd -income groups.

2 Local and state contributions to publicly supported community
colleges should continue to carry the primary burden of supporting
these community based institutions. The patterns of local and stale
support vary among the fifty states because each state has worked out
its own system and this is as it should be. The important thing is that
each state's pittern should be based on careful study of its resources
and needs and a master plan developed with broad participation in the
planning activity.

3. Among the resources that should be taken into account in state plans,
are the existing privately supported junior colleges. Local and state
funds should be available to help support services offered to the public
by the private sector where such action can avoid unnecessary
duplication.

4. Community colleges are distinctly community service institutions and.
as a first priority, should be closejy identified with their localities.
Recognizing the Apirability of state planning and of accountability to
multiple sources of support, it is fundamental to the nature of the
institution that control remain as close to the community as possible.

5 Federal support of community and junior colleges should be in the
nature of additional resources, over and above the base support
provided by local and state governments, with special emphasis on
strengthening institutions through institutional grants and increasing
access for Low-income families through grants directly to students.

6. Individuals and organizations should be encouraged to make private
contributions to those institutions that they feel merit their support.
Special attention should be given to those institutions that depend on
private support for their financing. Such contributions will not only aid
a particular institution but also help preserve a needed diversity in our
national system of higher education.
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7 It is important that all patterns of supOrt be carefully planned to
facilitate not impede. the mission of'the institution. Thus, it is essential
that each institution invest the necessary ettort'to'assess community
needs and to precisely delineate its goals drid, objectives and
communicate them accurately to the public.

8 All funding patterns should be structured to encourage the
development of improved management techniques in both public and
private institutions, including adequate measurement and reporting of
outcomes We recognize our accountability as a desirable requirement
in order to enjoy public confidence and support.

4 cr,'
9 Better measurements are neede of costs, services performed, and

results achieved Present statistical measures often do not reflect the
mission of community colleges and they are inappropriate for
analyzing financial needs. Models of new data systems are being
developed but they require a sizable financial investment to become
fully operative Such investments should be made at institutional, state,
and federal levels in the interests of improving the financing of
postsecondary educatio9

10 Differentials in program costs in community colleges should be
recognized in funding patterns but they should not be passed on to
students. Students from low-income families should not be prohibited
from enrolling in high-cost curricula. Occupational programs and
community service functions fit the distinctive community -based
mission of our institutions. These programs and services are rapidly
expanding in enrollments. They should be funded on a basis that
recognizes their equal importance with transfer and general education
courses

11 The concept of universal opportunity for 14 years of education must
take Irto account that many persons should have access to community-
based. postsecondary education without regard to the timing of that
education in a person's life Patterns of financial support should
encourage these colleges to offer appropriate services to all ages of
adults and encourage all ages to participate

12. Financing procedures should'be structured within each state so that
resources reach the iristritutions by the most direct route possible
consistent with efficient state planning and coordination.

September 1973
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Appendix 5
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10. FiNGING POSTSECONDARY EDUCAT N:
THE CASE- OR LOW-TUITION PUBLIC HIGHER DILATION

I. Introduction: A Statement of Principles

1 The American system of public higher education is a precious national
resource. Since its beginnings almost 150 years ago, this rietwdrk of land-
grant universities, state colleges, and community colleges has grown so
that, it now provides access to millions of'peopie today. to about three-
fourths of all college students.

2. Like our free public school system, of which iris a logical outgrowth,
publicihigher education is the envy and wonder of the entire world. It has
contributed enormously to our well-being, through research and public
service as well as instKi on, and it is today a principal hope for resolving
many of the problems wil,Eh confront us.

3. The alternatives to low tuition proposed by the Carnegie Commission,
the Committee for Economic .Developtnent, and others rest in varying
degrees on shifting the financial burden of higher education to the student
and his fiefiiy. For"Nnost middle-income anth-lower-middle-income
students, and quite possibly for low-income students as well, higher tuition
means heavy borrowing, probably at high rates, anti large debtsor.not
going to college at all.'

This is a staff paper prepared by the American Association of Stpte Colleges and
Universities for the National Commission on the Financing of flostsecondary
Education.

a

Pot further discussion of long-term loans and loan ba approaches. see Robert W.
Hartman. Credit for College (New York: McGraw-Hill. 1971): O. Bruce Johnstone,
New Patterns for College Lending (New York: Columbia University Press, 1972); and
John P. Malian. "Current Proposals for Federal Aid to Higher Education," in M.D.
Omit; (Ed.), Financing Higher Education: Aftemativep for the Federal Government
(Iowa City, Iowa: The American College Testing Progiiam. 1971). especially pp. 311-
314 and 322-330.

col



APPENDIXES ' 175

4. No amount of rhetoric about helping low-income students, saving
private-higher education, or increasing student choice should be allowed 0
mask the effects of high public college tuition and heavy debts on millions of
Americans.

5. Increased student aid is not and cannot.be a substitute for low tuition,
although it should be a supplement. Federal and state student aid programs
are .subiect to the annually shifting political and economic priorities of
federal and state bureaucrats, politicians, and .bankers. Low tuition is' a
lord -term guarantee of access to higher education; student aid cannot be.

6. Student aid alone cannot provide institutions with the resources needed
to plan ahead. to provide new instructional programs, research programs.
and services to meet changing needs. Institutional aid is necessary, both for
institutional stability and to help keep tuition downthus aiding millions of
middle-income and lower-middle-income students who areeligible for little
or no student aid.

7. Student aid programs for lower-income groups alone, combined with
higher tuition, would bring about a new and highly undesirable class
discrimination in American higher education. Well-to-do students would be
able to pay their way and graduate debt-free; lower-income students might
also obtain a subsidized education and graduate without debts. Middle-
income and lower-fliddle-income students would have to pay much more
and take on large-scale debts after graduation.

8. Raising public tuition as a way to "help private colleges" would force
millions of middle-income and lower-income families to pay more and take
on debts. Direct institutional aid and student aid to private colleges is a far
more eiluitable way to help these institutions.

9. In conclusion. it would be both tragic and foolish for the American
people. at this point in history, to abandon a century of unparalleled success
with low-tuition public colleges for a dubious and untried system based
largely on higher charges to students.

1/4

The paper wtvic'6. follows develops som of these points in greater depth,
and also examines some of the argumen for And against raising tuition.

.4
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H. Some Arguments for Raising TOWon
*

Here are some of the most frelquent arguments for increasing tuition:
.

1. Because present state taxes are often regressive, the burden of support
fer public higher education falls disproportionately on lower-income
families which are less likely to send their children to college apd therefore
do not "benefit." Conversely, many upper-income families who benefit
could afford to pay more.

2. Raising tuition would "make available" more funds for public higher
education. which could be used to provide aid to lower-income students.

3. The most efficient way to aid tower - income students is to giviit them
direct federal and. state aid, while charging everyone more tuition.-)

4. Some middle-income and lower-middle-income iTadints now Csitend
private, higher-tuition colleges. If these saidents can afford to pay hi her
tuition, why can't other middle-incothe students do so?

5. Raising tuition woujd"decrease the gap petween public and private
college costs. and thus help private colleges attract more students.

6. Students should have more choice of the type of institution they attend.
They should not be limited to ow- tuition public college close to home for
financial reasons, but should b able to go to a more expensive,tiblic.
private, orproprietary' school. But, ecause federal and state goverratment
resources ire limited, this choice is only possible if tuition is raised to obtain
more overall revenues, and if students are able to obtain grants or loans to
go to any college they wigh

7. Raising tuition will give the student more power over the institution, since
he will,pay a greater share of costs. This will force colleges to become more
resporiiive to student demands.

8. It is unclear to what extent higher education benefits the individual
graduate. and to what extent it benefits society in general: To the extent that
tlib individual benefits. he should pay more.

There are other reasons fkr, raising tuition, of course. The most frequent
reason in practice is simply Drat a given governor or state legislature is hard-
pressed financially. However, an ad hoc pressure to raise tuition in one state
in one yearoften by a' relatively small amountis very different from a
concerted nationwide campaign to raise tuition in all states.
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A great danger in the tuition, controversy is that hard-pressed or fiscally
conservative politicians at the federal or state level will seize upon dubious
theoretical justifications for raising tuition, as a way to balance their owl
budgets.

16.;
*

III. Rebuttal: The Case against Raising n

Dealing in depth with the arguments against low tuition is of easy. Each
calls for substantial research and analysis; but in most cases adequate
information is unavailable, fragmentary, or subject to widely varying
interpretations. The millions of dollars spent on research by the Carnegie
Commission and other gqvernmental And nongovernmental grottos have
not provided the country with a firm data basis for either accepting or
rejecting many of the arguments made for or againtt low ttilitM.

given such uncertainty among research schola ision makers should
move very cautiously in recommending radical changes in a system which
involves so many millions of people.

Here is a rebuttal of each of the points' made in Part II of this paper:

1. Regressivrty of state tax burdens. Scholars such ah Dr. Joseph Pechman,
Director of Ecoe mic Studies at the Brookings Institution, have raised
serious doubts ab t the charge that low-income families are bearing .a
disproportionate pa of the costs of public higher education. Dr. Pechman
believes that, on the average. lowei-income people receive greater direct
benefits from public higher education than the taxes which they pay.'

The Carnegie Commission report kftscher Educ /ion. Who Pays? makes a
similar point on pages 43-47. The commission points out that while lower-
income families which do not send a student to public colleges do not
receive a direct subsidy. those who do receive a considerably larger subsidy
than the taxes which they pay.'

Some further points about the problem of regressivity:

Today, federal. state. and institutional programs are making a .major
effort to attract more low-income and minority studentswith

Joseph'A Pechman. "The Distributional Effects of Public Higher Education in
California. Journal of Human Resources 5 (Summer, 19701

Carnegie Commiss:on on Higher Education. Higher Education Who Pays? Who
Benefits? Who Should Pay' (New York McGraw-Hill. 1973)
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considerable success. As more such students go to college, part of the
existing regressivity will be eliminated.

To the extent that regressivity is seen as an inequity, it should be
corrected by changing the tax system. rather than charging higher
tuition to all students.

College graduates pay higher federal, state. and local taxes. In this way,
most college graduates repay the subsidy they received in the form of
low tuition Many of them °repay it several times over.

The absolute amounts paid by many low-income families as taxes used
for public higher education are small in many states, probably only a
few dollars per:ear

Luw-iticorne Jamilies benefit from public higher education even if their
children do not go to college. Public colleges train most of the teachers,
soevi workers. health professionals. businessmen who create jobs, and
a host of ethers whose work helps the poor in many ways.

Lower-income families benefit greatly from the increased willingness of
college-educated middle-class people to support social and civil rights
programs which benefit the poor. This is shown very clearly in an
important Carnegie Commission report on the social benefits of higher
education, a study which as not received the attention it
deservesStephen Withey's A Degree and What Else2°

it is not necessary for every public service to benefit ev income group propor-
tionately. in order to have overall equity. White lower-income imople as a group may
pay more in taxes than they receive as participants in public higher education. they
also receive more benefits from other programs than they pay taxes for. This is
unquestionably true for public welfare and elementary and secondary education. and
to some extent for public heal% services. public housing, and many other
government programs A realistic pkture of taxes and benefits should show the flow
of alt government benefits to each income class.

2 "Making available" more resources for poor students. This argument is
based on the serious misconception that increased-tuition revenues will
somehow be "recycled" to provide student aid for the poor. This is simply
not the Way the system works in most states. Such funds usually revert to
state or local treasuries, where they may be used for any government
purpose Even when the institution is allowed to keep the funds, the
legislature will take notice. and is likely to subtract them from appro-
priations further. even if a particular state Ores a law earmarking

'Stephen B Withey. A Degree and What Erse (New York McGraw-Hill, 1971)



lirliki4t ND! xES 179

increased tuition revenues for student aid, there can be no guarantee that
the next state legislature will continue the commitment.

"3,, Using student ard4to make up for tuition increases. Both the Carnegie
Commission and the Committee on Economic Development reports seem
to believe that tuition increasesvoted on separately by 50 state
legislatures and by hundreds of local community college districtscan
somehow be "coordinated" with increased federal and state student aid, in
such a way that student aid grants will make up for tuition increases, for very
tpw-income students.

Middle-income and lower-middle-income studentswith family incomes
as low as $10.000 in some planswould not receive grants adequate to
offset tuition increases: they would have to pay more and probably go into
debt, along with all students with family incomes above the median, now /
around $11,000

AU federal student aid programs have been funded far below the levelief
need in the 15 years since the passage of the original National Defense
Student Loan Program. Present student aid programs are inefficient/and
inequitable in many ways. many states do not get a proportionate sh5ire of
available funds: some colleges Within each state do, not receive a propor-
tionate share: funds have become available too late in.the year, betause of
political and budgetarcicontroversies, federal regulations; guidelines, and
procedures have involve'' inordinate delays and resulted in great confusion
and red tape.

Further, student aid programs have been the target of various "hidden
agenda" plans to do away with aid to all students except the very poor, and
force most students to rely on expensive high-interest loans.

Indeed, at least one prominent economist associated with the high-tuition,
large-student-debt approach has publicly recommended that the nevirstate
scholarship incentive program be used as a device by which the federal
government can pressure state legislatures to raise tuition in the 50 states!'

These policy shifts and bureaucratic delays in student aid programs have
involved many different players in the political gameOffice of Education
bureaucrats, bitter opponents of lbw tuition in some high economic and
'fiscal planning offices in the federal government, OMB officials attempting
to cut the bild4et in any way possible, and others. These shifts have not

Robert W Hartman. Higher Education Subsidies (Washington Brookings
Institution 1972). pp 481-484
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been limited to one administration, but involve years of controversy under
Presidents Eisenhower, Kennedy, Johnson. sand Nixon.,

To the bureaucratic in-fighters on student aid must be added the varying
political factions in both houses of congress and both political parties, on
the Education and Appropriations Committees. Individual personalities on
the congressional committees and their staffs have also influenced the
direction taken by student financial aid programs.

Finally, there are the bankersthe private lenders who are essential to any
private loan program like the Guaranteed Student Loan Program. The
bankers' own fiscal priorities, their willingness to lend to students. has
varied over time with the money market. the overall economic situation, and
other factors

Given this political arfd economic melange, with the further political
unci..tainties which affect 50 state legislatures and 50 govemors."there is no
way that the Carnegie CommissiOn or anyone else can guarantee a "magic
money machine" in which tuition can be raised with the assurance that
adequate student aid funds will be available from year to year.

Low tuition. again. is a far more stable guarantee (of educational
opportunity AASCU believes that student aid should also be
available especially in the foripoof grants, work-study, and low-cost NDSL
loans. But AASCU believes it is dangerous to rely on the promise of student
aid as a way either to help students or to provide adequate resdurces for
institutions

4 Can middle-Income students afford private higher education ?A member
of the National Commission on Financing Postsecondary Education has
referred to census data which shows that a substantial percentage of the
students attending private colleges, especially 4-year colleges, are from
middle-income and lower-middle-income families The implication o his
data. to him. seems to be that high tuition his not been a barrier for cone
attendance for many middle-income students.

It is difficult to deal in depth with this question because there is very little
detailed information from the census or elsewhere on income class and
college attendance However. here are some points.

The same census data show that a large majority of middle-income and
lower-middle-income students attend public colleges. The fact that
some members of the group are able to afford private colleges does not
-prove" that all of them can

"Pt
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Such aggregate data do hot show the actual cost of attendance at such
colleges for middle-Income students. For ex4mple, many students.
estvcially in the urban N. 7theast. may be commuters. it may be little

expensive for them to commute to a private college than to pay
itiat costs at a publiC college

Many students at private colleges receive substantial studenaid, from
institutional sources as Wei!. as public sources. One estimate is that
private colleges may be spending eight trines as much institutional aid
per student as public colleges This would bring the cost for many
3tudentsslown substantially °

Su ;h census data do not indicate family assets or ability to borrow. Some
middle-income families may have substantial assorts or savings, or better
credit than other families at the same level.

Census data based on the familv income of dependent students are not
relevant to the problems of students who are largely self-supportAg,
elder. often mashed. work in and attending college on a part-time basis.
A large and growng num r of students at urban comrfiunity colleges
and state colleges fall into is category, they are heavily dependent on
low tuition

A number of factors other than tuition obviously affect college
attendance or nonattendance at each income level. One factor is
geographic access to colleg and commuting Costs versus residential -
costs Another is college admrs^ cans policies, for example, in New York
City many more middle-income students are attending public colleges
since the open-admissions policy was adopted Other factors include
ficaderrric ability and motivation some academically able low-income
and middle-income students win scholarships to private colleges Other
cultural and motivak,nal factors affect the choice of a College by a
student or his parents for example. some religiously motivated parents
may maltr unusual financial sacrifices tO send their children to church-

sch,,o1.-;

in short tuition alone may not deterrpine whether a middle-income stedent
will attend a public or private 6-allege, especially in the urban Northeast. In
rnafty parts of the country, tir,Wev"1, the public college is the. only /man ally
feasible choice

r!+tfrti,itt", ort, based on John 0 miljett Financirq Current Operations of
4'1.10'iar? [dig .rrion fvfasnirMon Academy for Educational Development.
19;2, p 5 T Iti16.
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AASCU continues to believe that higher tuition would bar many middle-
income students from college, or force them to take out expensive loans.

5 The "tuition gap." To AASCU, the weakest and least justified argument
for raising tuition is to "make private colleges more competitive. This is a
recommendation to tax the 75 percent enrolled at public colleges to help the
25 percent at private colleges -to place a large tax and large debt upon six
million students, many of them middle-ineome and lower income, to help
colleges enrolling two mill'on students, sortie of them quite well-to-do.

Private higher education is concentrated quite heavily in the Northeast and
Meddle Atlantic states and a few other areas. This policy, if carried out
nationwide, would require middle-income students in Florida. Texas. and
California to be taxed more heavily to "help" private colleges in
Massachusetts and New York'

One AASCU president has suggested that this policy is "like raising the
price of chuck, to make sirloin mole attractive.

There is an alternative. AASCU and other associations representing public
higher education have worked consistently over the years for federal
programs which benefit private colleges as well as public colleges--student
aid, programs for the disadvantaged, graduate fellowships, facilities
construction. institutional aid. To the extent that private higher education
should be supported with federal funds, this kind of direct assistance is far
more equitable than simply taxing all students at public colleges.

6 Student choice. Some commentators say that equality of educational
opportunity means that students must have a choice of several or many
public. private, and proprietary colleges. and not simply access to one or a
few low-cost public colleges.

This viewpoint is taken, for example, in the College Entrance Examination
Board report. Toward Equal Opportunity for Higher Education, which takes
the position that low-income and especially minority students in particular
should have access (through large grants) to more expensive universities
and not be "forced to go to "lower-cost" public colleges

There has been some discussion on the part of the members of the National
Commission on the F inancing of Postsecondary Education about this same
point Some members have talked of the necessity of "a trade-off between
access and ChOIC for example. putting less federal and state dollars into

College Entrance Exarninatton Board Toward Equal Opportunity ter Higher
filiCati()I1 I Princeton N J CEEB. 1973)
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access at low-tuition public colleges, and more into student aid to help
students go to more expensive colleges. pne implication is that if there is
not enough additional public money for institutional support, public
colleges will have to charge higher tuition.

For most students except the very poor, such a "diversity of choice" plan is
likely to mean simply an opportunity to borrow more money at higher rates.

AASCU believes that the resources available to higher education can and
will be expanded in the decades ahead. The American people should not
accept the argument that tuition must rise in ordet to expand "choice."

AASCU also believes that federal and state governments should consider
very carefully the extent to which public funds should go into making it
possible for students to attend very expensive instil tions, whether private
or proprietary, particularly if funds used for this pu pOse are taken away
from public colleges. resulting in higher tuition.

7. "Student power." The' view that students should have more power over
higher educationand that the/ will have it if they pay more has won
some adherents in recent years. Some of the more radical critics of higher
education, still waiting for the "greening of America" which student power is
supposed to bring, have used this as a 'reason for high tuition and large
loans

There are at least two strong arguments against this point of view. One is
that most higher tuition-plus-student-loan plans would lead only to the
student paying a somewhat greater share of the instructional cost. Students
in thiS situation would have all-t he disadvantages of high tuition and larger
debts, but none of the presumed advantages of really "controlling" the
institution.

The stronger argument is that while students might like greater control over
the educational process:very few believe that they should pay'for it with
much larger debts They do not want to begin their early rxistcollege years
with heavy debt repayment schedulesnor do they wish their spouses to be
burdened with such debts. Most would also be unhappy with a situation in
why .:h the well-to-do and some of the poor avoided debt. but no one else did.

Most studeQts also believe that a greater share of the Gross National
Product should be devoted to higher education subsidies. and that tuition
should be kept low

8. Social benefits VefSCIS individual benefits. After spending some six
million dollars in 6 years and involving what Were purported to be some of
the best minds in America. the Carnegie Commission was unable to come

s.
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up with a way to quantify the benefits of 'higher education to the individual or
to society. It was their general contusion that since the individual and his
family now pay about two-:thirds of The cost, and the individual keeps about
two-thirds of the additional income result from college (the rest going to
increased taxes), the present funding pattern is generally an acceptable
one. Nevertheless, they urged higher tuition at public colleges!'

Several recent books and articles make a very. persuasive case that the
social benefits of higher education are very greet, and that this justifies
keeping tuition as low as possible. -The teader is referred to articles by
Howard R. Bowen and Paul Servelle. and to a Carnegie study by Stephen B.
Withey. All of these publications deserve much more attention than they
have so far received '4

0

(V. Conclusion: Some Public Policy Implications

I Both federal and state policy makers should seek alternatives to higher
tuition and larger student debts T live alternatives must include adequate
student aid programs as well as adequate support for institutions.

2 Student aid policies should emphasize grants. work-study. and low-
interest-rate, subsidized loans along the tines of the National Defense'
Student Loan Program

3 Federal and state policy makers should review very Cautiously all
proposals for long-term student loans, contingency repayment, and loan
banks. as well as any changes in the Guaranteed Loan Program. to be sure
that they are not based on "hidden agenda" plans to shift public college
students to higher tuition and larger debts The same is true of efforts to use
the state scholarship incentive program, or any other federal program. as a
way to pressure the states to raise tuition

* *

C4rnegie Commission. Higher ECluC,ihon, pp 3.4

Withey. A Degree and What Else Howard R Bowen. Finance and the Aims of
American Higher Education in M D Orwig (Ed Financing Higher Education.
Bowen and Paul Serverte Who Benefits from Higher Education- -and Who Should
Pay ' (Washington American Association for Higher Education. 19721


