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State Board for Higher Education
93 Main Street, Annapolis 21401
301 — 269-3961

January 14, 1977
The Honorable Marvin Mandel

- Goveruor

State of Maryland
Executive Department
Annapolis, Maryland

Dear Governor Mandel:

The State Board for Higher Education has the honor to present to you
and the General Assembly its first Annuwal Report. Included in this Repert
is a discussion of the critical issues facing higher education in Maryland,
the Board’s initial recommendations for improving postsecondary education
in the State, and the activities of the staff of the former Maryland Council

for Higher Education and the new State Board for Higher Education in the

past year.

The members of the Board are keenly aware of the major new responsi-
bilities mandated in the Higher Education Reorganization Act which took
effect July 1, 1976. We believe that passage of this legislation sponsored
by vour Administration created the structure needed for effective planning
and coordination of higher education for the future.

This Board is also committed to effective utilization of available resources
while at the same time maintaining a higher education system which pro-
vides for the needs of the citizens of Maryland.

This past November, the State Board brought to a conclusion a study
of the financial status of higher education which was begun by the Council.
The Board has concluded that the level of State funding for community
colleges, state colleges and universities, and the University of Maryland
will have to be increased over the next five years at a level that will insure
that student tuition and fee costs do net increase inequitably. If present
State funding levels continue, the student will have to bear major costs of
increases in direct instructional operating costs due to inflation. This woeuld
be contrary to the purposes of public higher education and the best interests

cof Maryland, . o , L. L
The Board’s most fundamental and far-reaching task during the coming

eighteen months will be the development of a statewide plan for Higher
Education. This will be a new. departure for our State. It will mean that
new relationships between and among our segments and institutions -will
have to be created as well as new relationships between the postsecondary
system and the State government. Good faith un all sides will be needed as
well as support from the State for our efforts.

With considerable pride at being elected by the Board to be its first
Chairman, I must remind the elected officials of the State that our success
or failure depends very largely pn a mutual understanding of our responsi-
bilities to the citizers of Maryland.

; Sincerely,

’ ," o
.~ J /Q/c/x_/(,é_,t,j
; Harry K. Wells
) Chairman
i
O
iti
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STATUS OF HIGHER EDUCATION

The higher education community of Maryland has recently ended
three years of intensive self-study and has emerged with a strengthened
State level coordinating agency. As one of its responsibilities, the State
Board for Higher Education is currently developing a statewide plan for
higher education which will be rubmitted to the Governor and the Gen-
era] Assembly by July 1, 1978. 1ais plan will significantly influence the
future of Maryland’s postsecondary educational system for the remainder
of this century.

The mandate of the Board extends, therefore, beyond the interests of
individual colleges and universities to embrace all aspects of the delivery
of educational services to the citizens of the State. Thus, the Board’s
perspective is required to be broader than those concerns traditionally
considered to be important to higher education — student enrollments,
faculty benefits, operating budgets, and capital projects. It must also
consider the total environment of educational policy — demographic
trends, such as the changing age structure of the State’s population, shift-

‘ing manpower needs of the State, the evolution of technology, and the

relationship of higher education to elementary and secondary education
as well as to adult and continuing education.

Taking this broad view, the Board is aware that higher education in
Maryiand will be faced, in the coming years, with a radically different
social environment. Student enrollments which have rocketed upward
since 1945, have become more stable. Future growth will be at a slower
pace. The total enrollment in Maryland’s higher education institutions
tripled from 39,000 in"1955 to 115,000 in 1967. In fall 1976, total enroll-
ment stood at 211,000, almost twice t-e enrollment of 1967. However, the
projected annual rate of growth in enrollment for the next five years is
only three to four percent annually.

The financial environment of higher education has changed as a
result of the state of the economy. Institutions are being challenged to
allocate their resources to the most pressing needs and to manage their

.- existing factlities more efficiently. Inflation has.caused.the cost per student. ..

to increase in current dollars, but to remain constant or decline in real
dollars. As a result, improvement in educatiunal quality has been difficult
or impossible. Tuition has increased to the point where there is a danger
that some students from low and middle income groups will be denied
access to higher education.

The need exists to evaluate the effectiveness of existing and new
programs to determine the extent to which these programs are attaining
their objectives. Increased funding will be more and more difficult to
justify without an acceptable evaluation system.

In the next decade, colleges and universities will adapt to a different
student clientele. As the number of students between 18 and 24 years of
age declines, larger numbers of students will be older, will already hold a
post-secondary degree, will be more interested in courses of special
interest than in degree programs, and will be seeking mid-career retrain-
ing. It will be a major task to respond to this change in educational needs

8
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by encouraging continued development of programs in such areas as
adult and continuing education, and “‘second degree” programs.

The following information provides an overview of higher education
in Maryland at the present time and suggests some trends which may be
of interest in the years to come. ‘

Enrollment

About 5,000 more persons enrolled in Maryland colleges and univer-
sities in 1976 than were enrolled in 1975. The total enroliment now stands
at 211 thousand students. Of this number, for the first time in history,
more women are enrelled than men (51%). Part-time students make up
almost half of the total enroliment (47%). Approximately one-quarter of
the women enrolled and one-fifth of the men enrolled are over the age
of 30. Nine of ten students enrolled are Maryland residents.

Of the total students enrolled, about one in three students is enrolled
in the State’s community colleges, and about one in seven is enrolled in
a private institution. The State Colleges and Universities and the Univer-
sity of Maryland enroll about half of all students. It is anticipated that the
community colleges will continue to be the fastest growing part of higher
education in Maryland over the next ten years.

Cost

The State of Maryland now spends 218 million dollars in general
funds to operate all aspects of higher education including such activities
as the Cooperative Extension Service and The University of Maryland
Hospital. Of this amount about 170 million dollars are spent on activities
related to providing instruction to students. The community colleges get
about one fourth of the general fund allocation, the State Colleges and
Universities about one fourth, and the University of Maryland the remain-
ing haif.

The State currently provides about $1550° per student (full-time-
equivalent) in the four year public institutions and about $700 per student
for the community colleges for instruction related costs. This amount of

_State money is about two thirds of the total instruction related cost in the

four year institutions — the other "third comes ‘primarily from- student-
tuition and fees.
The State currently provides abonit 5 millior: dollars ior the operation

of~the private institutions, and another 5 million dollars for student aid

grants.

Inflation over the last five years has averaged about 8% per year; it
is anticipated that it will continue for the next five years at an annual rate
of 6.5%. The net result is that the cost per student at the four-year schools
will be about $2200 from State funds without any increase in level or qual-
ity of programs.

Degrees Awarded

The total number of higher education degrees and certificates
awarded during the 1975-76 academic year in the State was 31,792. For
the first time since 1954 the number of bachelor's degrees awarded

»



showed a slight decline. Fewer bachelor degrees were granted in educa-
tion and the social sciences while more degrees were awarded in the
health professions and 'in business and commerce.

Graduate degrees awarded continue to increase. The field of educa-
tion produces by far the Iargest number of degrees with the number of
master’s degrees in education increasing by 15% while the total number
of master’s degrees increased by 7%. Seven percent more educational
doctorates were awarded during 1975-76, even though .he total number
of all doctoral degrees awarded declined 6%. More doctorates were
granted in the health professions, while the number of law degrees
granted declined 14%.

Trends in Racial Composition of Full-Time Students

Maryland continues to make progress toward reaching 1980 pro-
jected ranges of full-time black enrollmert. The percentage of full-time
black undergraduate students has increasced from 13.3% in 1970 to 20%
in 1975; the 1980 projected range is 21-23% . Ten institutions have already
reached their 1980 ranges of black enrollment. The percentage of full-
time black graduate and first professional students increased from 7.7%
in 1970 to 10.2% in 1975; the 1980 projected range is 12-16%.

Student Progression

A study of 24 thousand freshmen enrolled in fall 1974 indicates that
high percentages of these students returned to the reporting institutions
in fall 1975: 75% of the black students and 71% of the white students
returned.

The reasons for students not returning to the reporting institutions .
also differ by race. Seven percent of tne 1974 nlack students did not re-
turn for reasons of academic failure compared to 3% of white students.
Nineteen percent of the 1974 enrolled black students did not rewrn for
other reasons, compared to 26% of white students.

Although returning rates are similzs for all races, the rates at which
returning students advance to second year status after their first year of
study differ more widely. Black students are advancing at a slower rate

thar-white students:28% -of the-1974 enrolled black students and-40% -

of white students advanced to second year status.
Progression data will be collected each year to follow the students
enrolled from the freshman class through graduation.

The Task for the Future

When society educates individuals to the greatest extent possible,
society receives many benefits in return. Citizens who have had post-
secondary educational opportunities generally pay higher income, sales,
and property taxes over their lifetime than do lesser-educated persons.
The educated vote more often, hold public offices and other positions of
public service, are more concerned for their community’s welfare, and
appreciate diversity more than the non-educated. However, at the present
time the economic situation and demographic trends require examining
new approaches to postsecondary education and careful planning for the
immediate future. . 10
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There will be a concerted effort during the coming year on the part
of the Board, the segmental boards, the institutions and vlected State.
officials to make the statewide planning process work. The critical issues
facing higher education are of statewide concern and importance. All
groups must contribute to the policymaking process if the State Board is
to be successful.



CRITICAL ISSUES AND RECOMMENDATIONS

. During its first six months, the State Board for Higher Education has
been concerned with identifying critical issues affectirz the future of
higher education in our State. This first Annual Report «{ the Board re-
flects this concern by focusing on these issues and the Board’s recom-
mendations for dealing with them. The critical issues for the coming year
revolve around the development of a statewide planning process for
higher education; the role of the State in financing public and private
higher education; the means by which the State can provide for efficiency,
effectiveness, and the maintenance of a high level of quality in higher
education programs; the State’s role in improving student financial assis-
tance through a guaranteed loan program; the future role and mission of
predominantly black institutions; and coordination and cooperation
among the State agencies concerned with higher education.

MASTER PLANNING

Issue: How can the State of Maryland provide for the most
effective and efficient utilization of all the resources
for postsecondary education in the State?

The most important activity of the Board in the coming eighteen
months will be developing an overall plan setting forth, on both a long-
range and short-range basis, the objectives and priorities of postsecondary
education. The effect of this plan will be to blueprint the growth and de-
velopment of public higher education in Maryland for the next ten years.

Enrollment projections for the State indicate small increases until
about 1985 and a leveling after that time. Space planning must assure that
unused capacity is not created for the mid to late 1980’s. .

The coming leveling and changing composition of enrollments may
have particularly serious implications for liberal arts programs that lack
specific links to vocations and professions. New program development
must be carefully planned so that programs are of the highest quality and
...are responsive-to. emerging studentdemands........... ..

Institutional roles and missions must be designed to avoid duplica-
tion of programs. Each institution must be as unique as possible to make
the most efficient use of the State’s scarce educational resources. This is
particularl; necessary for high cost g:a:hiate studies.

FiN WNCE

ssue: How should the State adequately provide its proper
share of financial suvnport needed for public higher
education? '

RECOMMENDATIONS: (1) The State should maintain at a minimum
the present 'evels of support for higher education operating
costs. This base is $700 per FTE student at the community -
colleges, 64% of costs at the State universities and colleges,
and 69% at the University of Maryland.

5 12



(2) To maintaln tuition at levels that do not exclude low in-
come students from four year public institutions, the State
should support approximately 70% of their operating costs
from general funds. This would cost the State an additional $8
million in FY 1982 over and above the cost for providing the
minimum base level of support.

(3) The Stiate should increase its support for community col-
leges to $800 per FTE student. This would cost the State an
additional $7.7 million in FY 1982 over and above the present
base level of support. '

(4) The State should provide faculty in four year public col-
leges and universities with a 3% raise for FY 1978, over and
above merit raigsas and increases for cost of living adjustments.
This action would require $2 million in FY 1978 and $3.3 million
additional in general funds in FY 1982,

Increased funds will be needed in-order to maintain current levels of
public higher education services; the costs in 1982 will be about 70%
greater than 1977 for the same level of services. These increased funds
must come primarily from either increases in State general funds, or for
community colleges from local governments, or student tuition and fees
or a combination of all three sources. FY 1977 operating costs for all seg-
ments of public higher education is $254 million. By FY 1982, projecting
an average inflation rate of 6.5% and an FTE enrollment increase of 21.4%
over five years, operating costs will rise to $428 million.

The Board recognizes in making its recommendations that Maryland
faces limitations in financing for all State programs. The total cost of all
proposals outlined is $16.4 million for FY 1978 — about 10% over FY
1977. The proposals deal not only with more money but with equitable
distribution of funds among segments and institutions, and recognition
that while students should pay their fair share of instructional costs over
the coming years, they should not be denied access because of inequit-
able increases in tuition.

The cost that students must pay to attend college is a primary con-
cern in establishing State policy for funding higher education. The cost to
the student is more than the cost of tuition and fees. There are living
costs, the costs of books and materials, and other expenses. Tuition and
fees are usuaily less than half the costs to the student in a public institu-
tion. The price charged the student, therefore, should take into account
the fact that every increase of $100 will tend to exclude about 1.5% of
the students because they cannot afford the increase or choose other
educational options.

The State currently provides 69% of the educational cost at the Uni-
versity (the student provides 31%) and 64% of that cost at the State
universities and colleges (the student provides 36%). If the State were to
provide approximately 70% of the educational cost over the next five
years, tultion and fees would increase ‘less than or near the increases in
the cost of living; and the dropout effect would be minimized. The cost

13
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to the State of a 70% support level would be about $5 million in FY 1977
and about $8 million in FY 1982. -

If State aid is provided to community colleges-at the current level,
in 1982.the State will be supporting only 29% of the total projected com-
munity college budget. The local subdivisions and the students will pay
about $1,800 as compared to about $1,000 currently. A $100 increase in
State support will make $6 million more State money available to the
colleges in Fiscal Year ‘78 and about $8 million more in 1982. Even so,
the local subdivisions’ cost will more than double over the next five years.

A minimum of a 3% averagr increase in faculty salaries at the four-
year colleges is desirable at this time because faculty pay increases in
recent years have not kept pace with increases in the cost of living. This
would increase the total higher education budget by about 2%. The total
cost of the increase would be approximately $3 million in FY 1977 and
$4.8 million in FY 1982. This would mean an increase in State general
funds of about $2 million in FY 1977 and $3.3 million in FY 1982.

Issue: Should the State provide specific funding categories
for institutions undergoing changes as a result of
mandates from the General Assembly?

RECOMMENDATION: The Board recommends consideration by the
State of speclal developmental funds for public Institutions
undergoing significant changes In role and mission.

There have been major changes in the role of several institutions in
the last few years. On January 1, 1975 the University of Baltimore hecame
a public institution. Under the provisions of the transfer, the school was
required to change its mission to an “upper-undergraduate” institution.
On July 1, 1975, Morgan State College was designated as a “’University”
by the Legislature and a separate Board of Trustees was created.

The master planning process will probably lead to even more
changes. The Board believes that the State should make some provision
for institutions in transition, particularly where such change creates
specific fiscal problems.

Issue: What role should the State play In financing private
higher education?

RECOMMENDATIONS: (1) The Board recommends that the present
stato direct aid program be maintuined as specified In Article
77A, Sectlons 65-69 of the Annotated Code of Maryland.

(2) Legisiation should be Introduced to increase the percent-
age or general fund support provided private Institutions per
FTE student from the present 15% to 20%.

(3) The State Board for Higher Education should determine
what action, If any, may be taken by the Board relatiig to any
private Institution having significant financlal deficits.

(4) When private Institutions request State support for capltal
projects, a process of review by the SBHE will be Initiated

14
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under criteria and priorities adopted by the Board to deter-
mine the project’s eligibility for State support to a maximum of
50% of the tutal project cost.

(5) Before new academic program requests from public insti-
tutions are approved consideration shall be given to whether
or not program and student spaces exist in the private sector
and whether or not a contract for services and/or space can
be developed.

The gap between the weighted average tuition and fees at Maryland
public and private institutions continues to widen. In 1973 the difference
was $1208 and by the fall of 1975 the difference was over $1800.

Private institutions continue to defer day-to-day plant maintenance
and operation requirements and are spending approximately $.90 less per
square foot than the public colleges. If a typical private institution would
expend the amount on maintenance necessary to bring it to public college
levels the cost*would represent approximately $500,000 annually.

The differential for compensation. of faculty at the private institutions
and at the public institutions is large. Excluding the University of Maryland
College Park and Johns Hopkins University, which pay faculty above the
average because of their major research and graduate programs, the pub-
lic institutions’ salaries for faculty average 20% higher at all ranks than
are paid at private institutions.

The cost to the State of -absorbing a private institution into the State
system of higher education is enormous compared to the cost of aiding
the private institutions. Based on current figures, the cost to the State of
the current program if increased to the 20% level, would be approx-
imately $7,200,000 or a $2,000,000 increase over the $5,200,000 budgeted
for FY 1978. The University of Baltimore, which was once private but is
now a public institution, received $3,000,000 in general fund support in
FY 1977. Subtracting out the aid they would have received had they re-
mained private ($1,300,000) leaves $1,700,000 in General Fund support
for maintaining just one institution. This represents 24% of the total
which would be awarded to all the private colleges and universities if the
program is increased to the $7,200,000. ‘

There Is concern that even an increase to 20%, when applied across
the board, will not provide sufficient amounts to help private institutions
avoid significant deficits in the future. The financial data used to draw
these conclusions was based on projections by the institutions, rather
than by an independent auditing firm, but the Board believes that these
projections are gencrally reasonable and indicate that the program, even
at 20%, will not be sufficient to alleviate the future financial deficits
which some of these institutions may face.

Issue: How can the State provide for efficiency, effective-
ness, and the maintenance of high quality in the edu-
cational programs offered by postsecondary educa-
tional Institutions?
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RECOMMENDATIONS: (1) The State Board should study the feasibility
of a statewide, uniform cost accounting system for higher edu-
cation. If it is determined *at such a system Is feasible, it
should be developed for implementation for FY 1979.

(2) The Board should develop evaluation procedures to deter-
mine the extent to which institutional programs are operating
efficiently and effectively.

The Board recognizes that the concepts and ideals of academic free-
dom must flourish in a higher education institution. At the same time,
reasonable attention to fiscal accountability must prevail. The Board does
not believe these factors to be contradictory and will be sensitive to the
preservation of academic freedom in the future development of fiscal
procedures.

Central to the statewide planning process and to securing increases
in State general fund support is improving the -fiscal management of
public higher education and developing comparable budgetary proced-
ures in all public institutions. At present, although each institution and
each segmental board has an accounting system serving its needs, they
lack uniformity statewide. In order to reasonably and accurately assess
the financial needs of higher education, a uniform accounting system is a
necessity.

These uniform statewide standards and procedures need to be
developed in close consultation with the higher education segments and
all State agencies concerned with higher education.

The rapid growth of higher education has generated a desire on the
part of state governments to evaluate the quality of the vast enterprise they
are supporting in all 50 states. Paradoxically, as this rate of growth has
lessened, interest in evaluation has increased even more. Future program
changes often will require discontinuing ongoing activities. Evaluations
from a state-level perspective are being demanded to provide a broader
context for making these decisions and to give assurance that monies are
being well spent. Various methods of evaluating program performance
presently are used by the campuses and segments in Maryland. However,
no statewide process currently exists by which major areas of interest can
be systematically and cooperatively examined on a regular basis.

STUDENT LOAN PROGRAMS

Issue: How can the State improve student financial assis-
tance?

RECOMMENDATIONS: (1) The State should maintain the existing
Maryland Higher Education Loan Corporation (HELC) as the
state guarantee agency under the Federal government's Guar-
anteed Student Loan Program.

16
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(2) The State should create a $5 million Maryland capitalized
student loan program that would serve as a ‘lender of last
resort” to students who have tried unsuccessfully to obtain
ioans through commercial lenders.

Thousands of qualified students will be hard-pressed to find the
resources to attend the postsecondary institution of their choice because
of increased tuitions. Maryland has not improved its student grant pro-
grams consistent with increased student costs. Since 1972, debate over
repeal or major amendment to the scholarship program has not resulted
in additional assistance programs. .

In Maryland the Higher Education Loan Corporation is the guarantee
agency for student loans_made under the Federal Guaranteed ‘Student
Loan Program. In 1975, the HELC approved $7,661,553 worth of loans. In
that year, 5,929 loan applications were approved, the average loan
amounting to $1,292.

At the present time in Maryland, all guaranteed student loans are
made by commercial lenders; the State itself does not act as a lender
under the Guaranteed Student Loan Program. Probléms arise from the
fact that student loans usually are considered less profitable than the
other investment options open’ to banks. Consequently, many banks in
Maryland are reluctant to service large volumes of student loans. Some
segments of the State’s student population are therefore unable to obtain
loans to meet their educational expenses. A parallel situation has existed
in most states. As a result, eleven states have initiated programs by which
the state itself acts as lender under the GSL program.

EQUAL EDUCATIONAL OPPORTUNITY

Issue: What is to be the future role and mission of the State’s
predominantly black universities and colleges?

There are two aspects of this issue; first the quality of students and,
second, the future of the institutions. There are three activities that should
be pursued