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PREFACE

A two-year study of Cali.ornia higher education, re-

sulting in the Report of the Joint Committee on the Master

Plan for Higher Education (September, 1973), acknowledged
the contributions. significance, and apparent fitcal prob-
lems of independen’. colleges and universities.

Subsequently and in response to Assembly House ResoOlu-
tion 84 (1973), the Joint Committee held a hearing (November,
1973). and prepared a staff report, "State Policy and Inde-
pendent Higher Education in California" (January, 1974),
which clarified the policy issues that the Legislatare should
address. The Report reached two basic conclusions: a system-
atic analysis of objectives, programs, and criteria should
precede any major changes in levels of state.aid to indepen-
daent higher education; second, the character and accuracy of

data indicating financial condition should be improved.

Progress in these two areas would require the coopera-
tion of governmental officials and ianstitutional representatives.
Accordingly, discussions ensued between representatives of the
Assoriation of Independent California Colleges and Universities
(AICCU) and the Joint Committee staff. In addition, the AICCU
facilitated contact between the Joint Committee staff and
campus planning and budgeting officers. Utilizing a compre-

hensive questionnaire, the AICCU has collected initial data
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regarding the financial condition of independent institu-
tions.

A cooperative and promising effort to design reasonable
| state policy is continuing. This report seeks to further
that effort by assessing the progress and suggesting future

directions.
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RECENT LEGISLATIVE ACTIVITY

Recent legislative activity has significantly affected -
the overall context within which current issues concerning
state aid to independent institutions must be considered.

During the deliberations over and eractment of the
1974-75 Budget Bill, indirect subsidies to private colleges
were increased considerably over 1973-74 levels. These in-
creases were the result of expansior of the State Scholarship
and College Opportunity Grant programs and the receipt of
$2.8 million from the federal State Student Incentive Grant
program. Increases in student aid programs appropriated
in 1974-75 translate to a $32.0 million total increase in
state dollars for private higher education over the next
four years. 1In the fourth year, state aid from the three
student aid programs currently funded, will rise to over
$34.5 million annually -- a 38 percent increase over the
$25 million annual level for 1973-74.1

In addition'to these increases, independent collegss and
universities successfully persuadad the Legislature and Gov-
ernor to create an entirely new state funded pilot program.
Assembly Bill 3852 (1974) authorizes a program in which eli-
gible students would veceive a $900C grant orice enrolled in an
independent college or university. Full funding of this pro-
gram will result in an additional $9 million in state assis-
tance to private higher education ove:r four years beginning
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Finally, the new Postseéondary Education Commission, op-
erational only since last April, has recently formed an Ad
Hoc Committee on the Financial Condition of Independent In-
stitutions as part of its regular re.wponsibility.2

With the passag~ of AB 3862, the Legislature has again
demonstrated its serious interest in and commitment to the
future of private higher education in California. Addi?
tionally, in 1972, both the Legislature and the Governor
approved a California Educational Facilities Authority -‘hich
allows independent institutions to issue bonds. The consti-
tutionality of this statute has recently been upheld by the

California Supreme Court.3



STATE POLICY FOUNDATION

Clearly, California state policy has long supported
and encouraged independent higher education. Private col-
leges ard universities are exempt from property taxes, en-
joy the right of eminent domain, intentionally benefit from
the State Scholarship program, and participate in the state-
wide higher educational coordinating mechanism. This policy
of support has lately been reaffirmed by the creation of the
Facilities Authority, the incorporation of private higher ed-
ucation into the Postsecondary Education Commission, and leg-
islative and gubernatorial approval ofothe "tuition grants"
bill.

State policy toward independent colleges and univer-
sities was, however, developed and considered piecemeal. Such
a piecemeal approach is no longer necessary, because of the
increased analytical capacity engendered by improved informa-
tional technologies, enhanced legislative and executive staf-
fing capacities, the comprehensive charge of the Postsecondary
Education Conmission, and the greater sophistication of the
AICCU staff. Nor is such a piecemeal approach desirable.

The interdependence of the various components of California's
postsecondary =ducational system will probably be increased
as clientele pools cease to expand and even contract. Pclicies

designed for one sejmenc will inevitably affect other segments.
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These influences must be explored, understood and taken into
account. Finally, such a piecemeal apprcach is not in the
best interests of independent institutions. As enrollment
and economic factors continue to fluctuate and as compe-
tition for public dollars inccreases, methodical justifica-
tion will become increasingly necessary prior to lejislative
action further assisting private higher education.

In the analysis of the 1974-75 Budget Bill, the Legis-
lative Analyst examined the increase in state subsidies to
independent colleges and universities over the past three
years. The Analyst's report makes two significant observa-
tions:

We have previously questioned the level of state

benefits and savings implied by diversion of

students from public to private institutions

particularly as enrollment pressures subside in

the public seyments leaving underutilized in-

structional capacities and physical facilities.

We believe tuition-gap offsets and state sub-~

sidy policies for private institutions should

be based on written legislative policy. However,

an apyrropriate level of state support has never

been established and there are no legislative

mandates or specific objectives to guide the

development or expansion of state subsidies to

private universities and colleges.?

We concur with the Legislative Analyst's statement that
the Legislature and the Governor should not further increase
state appropriations to independent institutions in the ab-
sence of a clear determination of the state's objectives and
policies. Furthermore, the expected money that these insti-

tutions will receive resulting from increases in bnth state

and federal student financial aid contributions, and the

- 40
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apparently favorabie enrollment piéture for private higher ed-
ucation this year, reduces the urgency of additional legisla-
tion, Finally, research on the effectiveness of "tuition
grant" programs in other states should be conducted to ascer-
tain whether students receiving such awards would likely have
enrolled in an independent college whether or not they received
state assistance.¥*

Future public policy decisions regarding independent
higher education should be supported and preceded by the devel-
opment of a thoughtful policy foundation. Development of
this framework requires action on the following sequential
steps: (1) legislative determination of ggals regarding state
aid to private higher cdvcacion, (2) delineation of policies
that will serve as guidelines for and means toward accomplish-
ment of determined goals, (3) development of useful criteria
for assessing the condition of independent institutions, (4)
development of comprehensive and verifiable data which indi-
cate the financial condition of independent institutions, (5)
desidgn of programs effective in approaching goals and shorter

range objectives, and (6) determinaticon oi criteria for

* A 1972 survey revealed thut only 22 percent of California
state scholarship winners attending private institutions
would have attended a public col.iege or university if she/
he had not received assistance. Data for a similar schol-
arship program in the state of Illinois indicated a 20 per-
cent effectiveness level in diverting students to private
institutions.® If (at a 30 percent effectiveness level)
for every three students who receive a $900 tuition graht
only cne would otherwise attend a public college, the
total cost for diverting one student to a private insti-
tution is $2700. This ccst 1s greater than the estimated
marginal cost to the state for each additional student
entering a public four year institution.®

11
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evaluating the effectiveness of state pr-grams in approxching

determined goals.

Goals
The Governor and the Legislature must clarify state goals
and objectives in providing aid to private colleges and uni-
versities. These yoals must complement broader state goals
for postsecondary education. Private higher education is im-
portant in at least‘three ways.
1. Diversity.
Independent colleges and universities currently in-
crease the diversity of available postsecondary ecl-
ucational options for students. State assistance
should encouraqge diversity, rather than support only
programs similar to those available in the public
segments; and student access to these diverse educa-
tional experiences should be encouraged. The com=-
petitive influences of a healthy private sector may
also increase general public institutional respon-
siveness to student needs. Representatives of inde-
pendent institution. vhould also be more determined
to make their case of aistinctiveness based ¢n empiri-
cal data.’ Cooperative programs, involving public
and private institutions, could also increase Jdiver-
sity. ©Such interinstitutionsl proyrams might e sup-
ported through direct instituticonal aid aprpropriated
on a project basis hy tre Postsecondary Education Com-

mission.

° 12
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Effective utilization of state resources.

State aid to independent higher education may be

a sound investment for the state in strictly fin-
ancial terms. In periods of eanrollment growth,
subsidies to students enrolled in private insti-
tutions have decreased the need for additional
capital expansion of public institutions. How=-
ever, as enrollments level, the presence of under-
utilized facilities in public colleges and
universities may decrease the relevance of this
argument and even reverse its impact. Interinsti-
tutional programs, as discussed above, might result
in a net savings to the state by decreasing capital
and start-up costs for new programs.

Student choice.

To a reasonable degree, students should be provided
the ability to attend a college or university that
best matches their individual needs. Yet the broader
more basic objective of student access may often
compete with the goal of student choice. 1In allo-
cating marginal state dollars, the greater priority
should be to provide access. We must examine the
degree to which postsecondary opportunities are
currently afforded to all and first assist thdse
who presently have no options for postsecondary ed-
ucation. When state dollars are allocated to in-

crease choice, priorities can be developed. For

13



example, providing choice to those who desire to
attend a small private college may be deemed more

important than insuring choice to those who wish

to attend a large private university rather than

a large public one.

Policies

The Legislature and the Governor should articulate
policies that provide guidelines for state programs. One
fundamental policy should be restated at this time.

The Report of the Joint Committee on the Master Plan for

Higher Education noted that state programs providing aid to
independent colleges and universities do so indirectly through
aid to students and recommended the continuation of such a
policy. The Joint Committee's staff report in January, 1974
reaffirmed this policy with the following recommendation:

Current state student financial aid policies, par-

ticularly with respect to portability, assist pri-

vate institutions by creating an environment in

which they can compete for students and resources

necessary for institutional survival rather than

by guaranteeing their financial health and sur- .

vival. This approach should be continued. (p.l14)

Existing state student financial aid programs have been
very effective in directing state dollars to private institu-
tions through students. Approximately 80 percent of state dol-
lars appropriated to students participating in the State
Scholarship and Graduate Fellowship programs go to private col-
leges and universities. 1In California, the link between stu-
dent rinancial aid programs and state aid to private higher

14

educa:ion is significant.
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Perhaps, the Legislature and Governor should secondly
delineate policies which guarantee a minimum level of aid so
as to insure a certain service level by independent institu-
pions. For example, it has been suggested that the state in-
éure that private colleges and universities serve not less
than ten percent of all students in California. While this
suggestion has considerable merit, we consider such a policy
to be premature prior to the development of comparable en-
rollment data and further analysis.

State policies designed to insure a constant proportion
of student enrollment in private colleges may build in disad-
vantageous rigidities. For instance, there are critical
questions as to whether or not enrollment patterns in private
institutions will coincide with those in public institutions.
If such discrepancies develop, we should 2xamine the reasons
for these differences. If a tuition-gap is found to be pri-
marily respbnsible, the current enrollment ratio should be

maintained. But if enrollments at public institutions in-
crease because of affirmative efforts to reach new clientele,
should the private sector be rewarded? Any policies which
establish trigger mechanisms for increasing state aid re-
lated to the ratio of private and public student enroll-
ments, must also provide indicators that reflect the desira-
bility of decreasing state aid. State policies in this

area must generally recognize that conditions affecting
public and private higher education will change, perhaps

substantially, during the coming years.

13



Criteria for Evaluating
Institutional Health

Too often, the discussions concerning the problems of
private higher education have failed to adequately and pre-
cisely determine institutional condition. If the Legisla-
ture and the Governor are asked to increase levels of state
aid to private colleges and universities, these institutions
must provide documentation of their difficulties. Meaning-
ful criteria to evaluate both institutional conditior and
the overall impact of state programs must be established. /

These criteria -- and their corresponding data formats =-=-
must be sufficiently constant to provide pnlicy-makers in-
dices of institutional health over several years. Without
meaningful criteriAa, the state cannot evaluate the need
for state programs or their impact; without standard cri-
teria, the state cannot evaluate its progress in achieving
its spec..fied objectives.

Though these two sets of criteria will partially over-
lap, they should be formulated separately. Criteria devel-
oped to assess the effect of state programs that provide aid
to private higher education may provide information which is
only indirectly related to the financial condition of private
institutions. Such criteria may address other, broader so-
cial concerns, such as student choice or impact on public

institutions.*

* This section proposes specific criteria that might be util-
ized specifically in assessing the financial condition of
independent institutions. The following section explores
criteria for determining the effectiveness of state pro-
grams in relation to determined goals and objectives. Much
of the discussion contained in these two sections pertains
to the development of both sets of criteria.

- 1016



A variety of individuals and groups has recently tried to
define financial condition (or "difficulty" or "distress").8
The sophistication of these efforts is increasing, and they
are useful places for California decision-makers to begin.
Yet, there is considerable work to be done. 1In California
there is both the need and the potential.

We have urged the AICCU to assist in the development of
criteria for measuring institutional health. The Association
has initially responded with several indicators that gener-
ally have merit. They do, however, reflect only a one-time
"snap-shot" without reference to long-range trends. More
critically, the AICCU seems to have simply identified "cri-
teria" by determining how their data can most effectively
be arranged. When a data gathering effort is just beginning,
criteria can be developed in a more systemmatic manner.

A rationale should be developed for determining what cri-
teria are utilized to assess financial condition. Appropriate
criteria must be based upon a fundamental understanding of
the nature of these institutions and of their role in the
larger system of postsecondary education. First, the gen-
eral conditions affecting all of postseccndary education
must be considered. For example, in periods of leveling
enrollments and fiscal resources, program cut-~backs and can-
cellation of capital programs may be indications of effective

planning rather than financial difficulty. Seconu, tne spe-

cific circumstances affecting private higher education, such

11
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as the status of the stock market for endowed institutions,
must be taken into account. Third, criteria should derive
from a knowledge of the financing structures of independent
colleges and universities. Two Cornell professors, for in-
stance, have suggested that current accounting methods dis-
tort the financial condition of elite, private universities.?

Criteria utilized to assess financial health must be ob-
jective and verifiable. Subjective criteria should not pri-
marily be utilized. (For example, one '"criterion" utilized
in the AICCU survey involvéd asking the college president
whether or not the institution was having financial difficulty.)

Criteria related to institutional assets may also be mis-
leading. The growth of all higher educational irstitutions
is leveling and the assessed value of capital assets may
begin to decline at many campuses. Rates of capital depre-
ciation must be included with any analysis of the growth
or decline in assets. Additionally, a significant increase
in off-campus programs is desirable, and will result in a
long~term decrease in the need for a large physical plant.

In utilizing measures of financial condition and program
effectiveness, we must recognize the great diversity of in-
dependent collages and universities. Exami.ing and measuring
financial difficulty at a small private college is very dif-
ferent than assessing the health of a large university. To-
day several small private conlleges are in jeopardy, whereas

the few large private universities arc not in serious difficulty.

218



Criteria must, therefore, acknowledge the substantial differ-
2nces and problems of different independent institutions.

Finally, it is crucial that evaluation of financial health
look not only at fiscal problems, but also examine affirma-
tive changes and expansion. In a period of leveling enroll-
ments and resources, reallocation of resources from obsclete
to new endeavors will be a sign of institutional vigur. Pro-
grammatic and capital curtailments arxe one necessary part of
resource reallocation. If such cutbacks are necessary to
balance budgets, then the campus may indeed be in trouble.
If, however, savings resulting from curtailments are directed
into new programs, it must be argued that the institution is
not in financial difficulty. In both cases, by looking only
at cutbacks, it could be perceived that the institution is
in trouble. Evaluations must indicate curta:ilment levels
and determine wh_ther resulting savings are absorbed by in-
creased expenditures or utilized in new programs and/or cap-
ital improvements.

Emerging from this discussion are several criteria. We
recommend that the following fiscal measures and student de-
mand indicators be utilized to assess the institutional con-
dition of independent institutions.

1. Transfer of endowment funds and/or cash reserves
and utilization of loans to insure balanced oper-
ating budgets: Endowment and other funds enable
institutions to invest in new programs and provide
protection against future financial problems. If

such funds are continually drawn upon to offset
operating budget deficits, c¢he institution is

13
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- headed for trouble. Informatiocn concerning fund
transfev patterns and levels of outstanding loans
would provide meaningful indications of present
and futvre fiuancial health.

2. Comparison of institutional expenditure and revenue
rates: Budget deficits, particularly among small
colleges, clearly reflect fiscal difficulties. The
degree to which institutions attempt to deacrease
expenditures through improved utilization of re-
sources should also he assessed. State programs
carelessly responsive to budget deficits may
provide incentives fcr increasing expenditures,
unless documentation cf factors affecting revenue
short-falls and deficits is required.

3. Faculty compensaticn couparison: Many argue that
financial health may be indicated by the degree to
which faculty salaries are competitive. Indepen-
dent colleges and universities compete for a var-
iety of types of faculty, with many kinds of public
institutions. Comparability of institutions must
be recognized when utilizing this criterion.

4. Student finzncial aid expenditures: The institu-
tien's ability to provide opportunities to those
otherwise denied acress may indicate financial
health. State programs should encourage indepan-
dent colleges to serve individuals who are in
greatest need of assistance.

5. Private/public enrnilment ratios: The percent-
ages of total and full-time students enrolled in
California higher education who attend a private
college or university indicate the service load
of independent institutions relative to public
c¢slleges. Changes in this index will indicate
the desire and ability of students to enroll in
a private rather than a public institution.

6. Related student demand indicators: Actual stu-
dent demand mav be measured further by examining
student application levels. Participation rates
indicating the proportion of the total population
enrolled in private colleges for various age
groups would further reflect characteristics of
student demand.

7. Levels of unmet financial neec of applicants:
whilne one ot every three students entering an
independent college receives state aid, it is

14
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argued that the higher level of fees at private
institutions present insurmountable barriers for
students. Assessment of financial need currently
experienced by applicants will reflect the im-
pact cf the tuition-gap on student choice and the
ability of private colleges to attract students.

8. Proportion of total tuition income derived from
state student aid programs: In 1971-72, 8.5 per-
cent of total income generated from tuition and
fees at private institutions came from the state
indirectly through student aid programs. In
1973-74, this figure rose to an estimated 11.3
percent. The relationship between this index
and the effects of the tuit.ion-gap should also
be examined.

Development of a Data Base

Independent colleges and universities have been quite
responsive in providing comprehensive data concerning their
financial condition. The AICCU's current intensive data
gathering effort, with foundation funding for two years, has
vielded much improved information. Jowever, this data base
rust be refined further -- particularly in comparability
between campuses.

Additional information should also be assembled and an-
alyzed concerning the extent to which the state currently pro-
vides financial assistance to independent higher education.
Current legislative deliberations have focused on student fin-
ancial aid, but considerable .tate assistance is provided in
other ways =-- property tax exemptions,10 right of eminent
domain,ll and participation in statewide coordinating bodies.
Precise calculations of financial impact are questionable, if

not impossible, in some of these cases; but a serious effort

15
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at a comprehensive assessment of the impact of state policies
on private higher education should be attempted.

A priority task of the Postsacondary Education Commission
should be a cooperative effort to determine specific data
items which should be included in a periodic report of fin-
ancial condition by the Commission to the Legislature. The
recent joint task force efforts of the National Association
of Collegz and University Business Officers, the Committee
on Colleges and University Accounting and Auditing of the
American Institute of Cartified Public Accountants, and the
National Center for Higher Education Management Systems have
considerably aided that task. The new Higher Education Fin-
ance Mahual being published by the U.S. Office of Education
should further increase the likelihood of relevant accounting
and standardized reporting.

The data base developed by the Commission should reflect
three particular characteristics. First, information collected
must have immediate relevance to determined policy objectives
and evaluative criteria. Criteria should be matched with
cpecific fiscal information obtained from the institutions.
Second, the diversity of independent colleges and universi-
ties as it relates to different financial and budgetary pat-
terns must be recognized. Aggregate data for all indepen-
dent colleges and universities or sub-groups of institutions
may often be inadequate in clarifying the difficulties of

individual institutions. Finally, financial data must be

L6
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verifiable. If private institutions continue to base their
requests for increases in state aid on the argument that they
are in serious financial trouble, financial data must be
reviewed by appropriate state agencies. The state of New
York has utilized governmental auditors in determining the
actual financial condition of private colleges and universi-
ties. The Postsecondary Education Commission should, in co-
operation with the Department of Finance and cthe Auditor
General, explore and develop a process by which relevant fin-
. ancial data submitted by private institutions will be re-

viewed.

Programs

Once legislative objectives and policies have been deter-
mined, programs which best accomplish these objectives can
and should be defined and proposed. Currently, student fin-
ancial aid is the chief type of state assistance being dig-
cussed.

The Joint Committee's study of student fir.ancial aid pro-
grams, to be completed this month, will in part address this
linFade between =tudent aid and state aid to private higher
education. 2rior to completion of the report, we have no
recomnendations on how existinn prcgrams might be modified
and/or expanded. Present and future programs which provide
aid to independent colleges and universities, by directing
state dollars throuyh the student should be evaluated within
the state's broadcr student aid ubiectives, policies, and

programs. 7
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Criteria for Assessing Achievement
of State Goals and Objectives

A second set of criteria must be developed which enables
measurement of the effectiveness of state programs in meeting
determined goals and objectives. Determination of these cri-
teria should occur distinct from the development of criteria
that evaluate institutional condition. The two sets of cri-
teria, nevertheless, will be interrelated to a substantial
degree.

Criteria that evaluate program effectiveness should
emerge from an exploration of how progress toward or en-
hancement of the goals of diversity, choice, and effective
resource utilization are measured. These criteria should
also relate to the broader state goals concerning all of
postsecondary education as delineated in Assembly Concurrent
Resolution 149 (1974).

While the first set of criteria, largely pertaining to
student demand and financing considerations, might provide /
the core of this second set, more innovative measures should
be explored. Surveys of students attending public and private
institutions could yield valuable data regarding questions
of choice and diversity. Measures of institutional diversity
should be developed in order to assess how state aid en-
hances such diversity. Rigorous evaluation of the effective-
ness of the recently authorized tuition grants pilot program
should accompany funding. The evaluation should relate to
broad state goals and specific program objectives.

18
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FUTURE PROCESS

The Postsecondary Education Commission should review the
directions suggested herein and develop precise recommenda-
tions for the Legislature and the Governor. The Commission's
work in this area should:

1) determine desired state objectives in pro-

viding state aid to independent colleges
and universities;

2) develop criteria which objectively assess
the financial health of independent colleges
and universities;

3) develop and maintain a data base in accor-
dance with Assembly Bill 770 (1973); data
should be reported in a standard format
that consistently relates to specific cri-
teria and verifiable measures;

4) evaluate the effectiveness of current pro-

grams in meeting determined state goals;

5) develop related measures for evaluating
the effectiveness of state aid to private
institutions in achieving state objectives
and in insuring the financial health of pri-
vate higher education.

Lagislative and gubernatorial action in these areas

should follow recommendations by the Commission.

19
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Work by the Governor's education advisors, the Department
of Finance, staffs of legislative education committees, the
Leyislative Analyst's Office, and the Staff of the Scholar-
ship and Loan Commicsion should complement the primary invonlve-
ment of the Commission. The political awareness and fiscal
expertise of tl'ese individuals should be utilized extensively
by the Commission and integrated into the broad effort to de-
velop state policy. If the Commission is unable to make
ranid and sufficient progress, substantial work by both ex-
ecutive and legislative staffc may be needed. Hopefully, such
will not be the case.

Individual private colleges and universities will, hope-
fully, continue to develop precise definitions and accurate
data wich describe their financial condition. Cooperative
endeavors may be most valuable in this regard, and the AICCU
nas devoted considerable attention to facilitating interinsti-
tutional efforts. 1Indeed, one of the more promising signs
of these efforts 1s an interest on the part of some individ-
ual institutions in creating a cooperative, informal finan-~
Zial consulting capability in order to aid less sophisticated
sister institutions. The notion that private institutions
wilth greater expertise in financial matters might provide
structured, disciplined leadeiship in improving accounting
procedures and recorting schemes is novel and laudable.

We have been genuine:ly encouraged by the willingness
27 many individuals within the independent colleges and

20
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wniversities to voluntarily and cooperatively seek answers

to these issues. We are convinced that much work remains:;

this report ;ttempts to facilitate continuation and comple-
tion of that work.

We believe thal a cooperative process offers the greatest
probability of success in this work. That process must in-
volve individuals on the campuses, in the central offices of
che AICCU, and' appropriate agencies in Sacramento.

In summary, we recommend that:

1) the state continue to provide assistance to

independent higher education

2) the state provide such assistance indir-

ectly by providing financial assistance
to students who choose to attend an in-
dependent institution;

3) the Legislature direct the Postsecondary Ed-

ucation Commission to study the areas dis-
cussed herein and recommend to the Legislature
and the Governor desirable action; and

4) no“increase in state aid t» independent

higher education be approved by the Governox
and the Legislature prior to a comprehensive

report by the Commission.

21
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NOTES

These estimates account (a) for the increase in the
state scholarship program from 3.5 to 4.25 percent

of high schonl graduates wliich was implemented in
1974-75, and (b) for the increase in the College Op-
portunity Grant program from 2,000 to 3,100 new awards
also implemented in 1974-75.

Education Code Section 22712.19 indicates the Commission's
responsiblities in the area of independent higher educa-
tion.

This California Supreme Court decision may be signifi-
cant in the future. The Court in upholding the consti-
tutionality of the Authority reasoned that the purpuse
of the act (creating the Facilities Authority) was
secular -- to provide exponded educational opportunity --
and would not have the primary effect of advancing
religion. See California Journal, November 1974.
Identical reasoning was utilized recently by & U.S.
District Court in upholding the constitutionality of

a Maryland program that provides direct assistance to
several private colleges and universities. See The

Analvsis of the 1974-75 Budget Bill; Report of the Legis-
lative Analyst to the Joint Legislative Budget Committee,
Sacramnento, February, 1974.

The :lata from California were collected as part of a study
of the five largest state student assistance programs.
Sec: Larry Leslie and Jonathan Fife; "The College Student
Grant Study", ERIC Clearinghouse on Higher Education,
1974. Also: Robert H. Fenske and Craig S. Boyd; "The
Impact of State Finanical Aid to Students on Choice of
Public or Private Colleges" in College and University

4¢, (Winter, 1971). Also: Carol Shulman; State Aid

to Private Higher Education, ERIC Clearinghouse end
American Association of Higher Education, June, 1972.

The Legislative Analyst estimates the direct maryinal cost
to the state for each additional student at the University
of California to be $1,867. Direct marginal cost suffered
by the state for each additional student entering a State
University or College is an estimated $986. These fig-
ures do not represent incremental cost increases felt by
tho irstitutions, but refiect direct marginal increases

ir. state general fund appropriations based upon 1974-75
funding and staffing levels. (Correspondence from the
Legislative Analyst to Assemblyman John Vasconcellos,

June 21, 1974.)
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10.

11.

For a comprehensive discussion on the diversity of in-
dependent institutions, see Richard W. Jonsen; State
Policy and Independent Higher Education, Paper presented
to the Commission on Post Secondary Education, State of
Montana, November, 1973.

Harold Bierman, Jr. and Thomas R. Hofstedt; "University
Accounting (Alternative Measures of Ivy League Deficits)"
in Non-Profit Report, May, 1973. Bierman, "Evaluating
the Financial Status of Universities", unpublished

paper, 1974.

See Bierman and Hofstedt.

The assessed value of all property in California owned
by private colleges and universities, and therefore
exempt from property tax levies, is over $308 million.
The statewide average nominal tax rate is 1l1.15 percent.
Thus, private colleges and universities save over $34
million through property tax exemptions. This estimate
of annual savings is a conservative figure, in that prop-
erty tax rates are higher in urban counties where most
private institutions are located. See: State Board of

Equalization; Annual Report, 1972-73, Sacramento, June,
1973.

Discussed in Fred A. Nelson; Independent Higher Education
in California, Joint Committee on the Master Plan for
Higher Education, January, 1973, pp. 41-42.




