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. R g ABSTRACT

¢ T, Y s ,

Is the concern about the curgent stafe of finances of higher education actuau‘;/
based on facts? Is the concern apout the future justified ?
s S S . .
It is easy to give a hard-nosed answer to the first question. ‘There is-no evi-
‘dence of a financial crisis in higher education, if by crisis one means the
+ failure of institutions to balance revenues and expenditures. Moét post-
- secondary institutions were'and are making emis meet, though not-without
some difficulty, and potential students are not being turded away by a lack
of spaces in institutions strapped for operating moneys : _

5 I On the’contrary, except for very selective institutions, most'colleges and —
: " universities'have had trouble recruiting gufficient numbers of students
Fall'enrollment in 1974 compared to fall 1976 in fact, declined in roughly
half of all private and a fourth of all public inssitutions. Campuses which .
~ lost enrollment, accounted for one-third of all the postsecondary enrollment-
in 1970, but their share of total enrollment decreased in the next four years
as growing institutions increased their enrollment by some 20 per cent'.

© As a’general rule, institutions which attracted more students increased .
their expenditures for instruction per student at a sfower rate than those ~>
“-which lost students. Although the losers in the enrollment competition !
started”out with a Tower level of spending/per student,-by the end of the g
..+ period the expenditures per student were equal in both groups. Neverthe-
r less, enrollment losses contihued in the declining group. S

In both the public and private sectors, the institutions that have been-losing
) students most rapidly have raised their tuition mQst rapidly. This develop-
. " ment threatens enrollments ih the private sector pr much more than
in the publjc. Private institutions with fast-declining enrollments, which
-used to charge considerably less than the average, now charge the average
" tuition for the private sector. - B r

’

P

There is little doubt that higher education as a whole has been strapped

for funds over the past few years. If past trends had continued into the

1970's, instructional budgets would have exceeded the estimated expendi-

- tures in 1974/75 by a billion in current dollars. Most of the savings were
. ‘ made at the expense’of teaching and professional staffs, whose salaries
failed to keep up with the cost of living. We estimated that, had-there been
no recession, enough motey would have been available to obviate ‘the need
. for the severe lid on salary increases. This fact, however, must be small
= comfort to professors ‘who have seen their real income decline in Both rel-

. - ative and absolute terms: over the past few years. '
. . » .
o .The financial prospects of higher education in the next ten4ears are-be-
/. ' clouded, mainly bécause total enrollments are likely to remain at turrent
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" levels, or perhaps even decline. ‘The projections of enroliments presented

in this study anticipate stabilityin the total number of students enrolled,
in higher education jn the ceurse of the next tén years. On the optimistic
side, slow growth is projected in the work load of the public sector (mea-
sured in full“yfme equivalent studerlts) and no significant change in efiroll-
ments for the private sector. " If, oft the other hand, anticipated shifts

" from full-time fo part;time study were {0 materialize, the resulting pessi-
.- mistic pro;ecnbn would anticipate that the work load of the grwate sector

would decline by some 20 per cent between now and 1985, afid.that of the

pubhc sgctor would declinie by some two per cent. .

“The effect of these declmes on’ the balance between revenues and expendl-
*. tures will,’of course, depend both’upon the developments in the economy

as a phole, and upon the wage and salary policy of the administrations of
her educatiom institutions. To bring realism to the projections, we have

- estimated both expenses and revenues in a full-employment, fast-groth

ecopdmy, and also in. the eventuality that productivity rises more slowly -,
and Lmemployment remains at a fairly high level of sixper cent
Itis surpnsmg that under most circumstances, there is likely tobe a” ~
hair-breadth balance between the’expenditures and revenues in both the
publu: and private sectors in 1980. By 1985, unless enrollment in the
private sector declines, non-state supported schools are likely to face
deficits on théir instructional account and the books of the public sector
are likely to balance without any \Rusudl effort. ¢

. .
The projected balanoe of finances in higher education as a whole was predi-
cated on the following assumptions: (1) instructional personnel wil not

. make up their real income losses sustained.in the past three years, (2)

in the future, their real inecarre will icrease one-half of one per cent

less than average earnings in the slow-growth; and at the rate of average, .
earnings in the fast-growth economy, and (3) state and local governments
will continue to devote an increasing percentage of the gross rta,noﬂal pro-
duct of the country to subsxdlze hlgher educatlon , ,
Bvén with thede opnrmsnc assumpuens #we anticipate serxotga/probrems
for some institutjons. Currently, there is no evidence that -institutions
-which' have been losing enrollnent are arresting their losses of students:
With further erogion of their student base, these institutions, especially in
the private sector, will have to either instifute draconian economies or
close their doors. .In the public séctor, the pressure to economize will o

. be also strong, as the projected balance beween income and outlay will n

allow the profhgate use of resOurceﬂn insntunons which fail to artract
s{udents et 2
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at action, "if any, should the federal government take to preserve the

- R diversity-and herlth of higher education? Probably, it will mot need to

/ . take anhy drastic|steps, such as across-the-board institutional suppoit,
.~ but we do foresee pressure fosymini- Lockheeds to bail out failing insti-
. tutions. Given the outlook for the next ten years; such action i not
recommended. It will merely weaken remaining private jastitutions,
". - and serve to pefpetuate the misallpcation of resources in higher educa-
-tion. More importantly, it would make the federdl government party to

* the misdirection of students to institutions which offer training or majors
.with little appeal.. . :

4
~

,In the light of the findings of this. study, three modest.thrusts for federal
policy in higher education appear to be indicated: (}) to reverse the policy
- .in awarding Basic Opportynity Grants, which favors low tuition in the

' - public sector. Thig could beNaccomiplished by. either splitting the grant
between tuitidh and living costs, or putting a relatively high limit on the
level of tuition included in the calculation of nded, (2) to encaurage the -

. private sector to enroll more part-time students, possibly by suggdsting.

- to the Fund for Postsecondary Education that the funding of experiments

where mach of the clerical, maintenance, and possibly student counseling
effort is provided by paft-time students w encourage schools which
would otherwise shrink to an uneconomic sige to appeal to the part-time
student market. These schools lpcated in areas where few part-time jobs
dre available could tap into this market. (3) Finally, to adopt measures
to protect the financial well-being’ of the faculty. In theiong-rum, if
professors’ standards of living are depressed further, it is likely that
teachers in specialties most in demand in the "real world".will be hired
away, and the training available to studénts be further skewed to less
economicallyyiable professions. The possibility of improving the tode *
of the labor reret for professors, through federal participation in re-
tirement funds, ox; special health-insurance plats, immediately comes to
mind. Lo . S S

A




T _ o
TABLE OF CONTENTS « . 4
. ; >
I. . A DISCUSSION OF TRBNDS IN .THE EXPENDITURES
"~ ",AND REVENUES OF HIGHER EDUCATION INSTITUTIONS .
- BY TYPE, AND CONTROL - L2
.« All Institutions . . 2
Expenditures ) - 2
e Revenues - Co ' 6
_Effects of slower growth , . 7
e / -
. The Pybllc Sector ' 9
Umvgrsmes s . 4 10
- Other four-year institutions " . 11
. ., IwWo-year institutions - 11
¢ > 3 N A . -
" . The Private Sector ‘ - 12
" i : . - ‘ -
Uniyversities , 13
Other four-year schools , . ‘) 14
Two-year schoels ' - \ z . - 14
Crisis Or No Crisis? 14
1/ * A DIFFERENT LQOK AT RESOURCE ALLOCATION - 16,
A Consistent Explanation of Enrollment Changes? - ¢ 23
"The Crisis" and the Sxtuanoﬁ of Students 27
III. THE FINANCBS OF THE POSTSECONDARY SECTOR TO 1985 = 29
o Projections of Future Enrollments B 31
-, Estimates of Instrucnonal Costs 34
Revenues 38
Theé Next 10 Years--The Parameters of Solvency 41
IV. AN EVAuIATION OF FINANCIAL CONQITIONS 43
] ' Financlal condmons ‘in the past ’ , © 44
« . . The hdlance between ttie public and private sector 47
c "Schools ‘which gained or lost enrollment o 49
. Problems-of achemtcs RV 51
Summary S LS :‘ 53
: . -y : ' r}."& 2 ’
. ' POOTNOTES - - I 55
::TALBS‘- N ' 59 -
. LT ] 1
- . - L‘ ‘;‘, t:h(-o ;, 2"‘
‘A P ‘: " 8 ‘ ‘ . -E:‘;“;?:» - - 3




’ ” . e N :
' . TABLE OF CONTENTS(Cont'd) B
¢ [ : R

]
\
»

. -
> ' ¢ *
L
& ’ » . .
* »
- ’ . .
: : ENDIX A - - - . Al
M > ’ \ N . . 4
. ' . )
"~ APPENRIX B B-1
© -‘ * . ) - . ) . -
- J M . ' .
. . -
. . APPENDIX C C-1
- ) ) . , )
® - - { ., ‘
- : A .
» A 2 £ 5 - X
. ’ , -
e LA ) - “ - - ’ A . - 4
¢ 1
=’ [l . /s
s v .
£ L . R .-
. . -.
. . # . v,
. . :
4 R - . .
.
. - »
. . et ‘
/ ~ \ -
) : . . -
. -« ,
’ - .
' 7 ¢
Y ! -2 . - 4,
. v
4 £
- § N ) .
* i) » . ‘- !
4 / : ‘ -t
N ' -
- # .
. . ; , .
% Ve &
~ )
. . _ ‘
N ¥ - hd k4
.- \ hd -
'/ . . .
v ’ c . '
. = . ;
~ . ‘ .
! - 1 ~ . '.
. ¢ - >
t Y ’ |‘|;
¥ . .
!" N é 1 - . !'
’ - C . 2
* / : ‘ 2
N . - DA
N ~ . ’ . - . F‘ L&
‘o - o
* . I =~ by .
- - f - N,
p LR
~ « "
-/ ¢ < Ie ) i ‘{ .
— . "-!‘ :.‘ -
* - - A ]
> — . .
- - 3 Al O. . . o . .‘,
- d . N e TR
- P4 ¢ [ ] - 2 g:\;:‘_‘ e €y
is LI - ‘ . .
3 , . . . . '
# . . S
~ . . S .
\ 7 . ] .
. N B
PR
A7 -
s).',.
* L, LYY

. ', ) \‘ ‘ -
- E MC ...);' .
JAFuiiText Provided by ERIC » . . . ‘



_B

.
z L]

. / . . ‘
FINANCLAL DEVELOPMENTS IN .POSTSECONDARY EDUCATION, ’

L

., 1970/71 - 1974/75 - -

...-" ‘. ¢ “n 3
[ z

~_ The finaricial héalth of the postsecmdary secto? continues to
é be of concern to mstxtutlonal gdmun%rators\;@nd to po'Ilcy -makers. Ever

\
sigce the early '1970'5, when a forecast of-the fmanc:lal cgsls m;oueges

A}

and universities was publxshed 1 there has been’ persmtent fear that finan- -

“cial strmgency would affect the qualu:y of postsecmdary education and/ _

I

cause a m;ﬂ)er of schools, mamly in the private secnor. to merge or. to

. cloﬂe the.lr doors. ,Fhe study below wiu try to expla,in the reasons for the {

N - v ]

. pessumsm about the prospects of the postsetdery sector, and highlight

the factors wtnch caused the direst pred'lctlons nat to come true--at least,

~

unot up to now,| - A ‘ . . / . : \J
. - /
Ih the recent past, much of the d'fcussion of the financia-l

4

. hedlth of our colleges-and universities has been beclouded by the lumping
nogether of developn%fs which affect the sector as a whole, devel?:prnents:
‘which affect -only certain groups of m,sntuuons, and cucumsmnces relat-

* - fing to the pay and working conditions of instructional persontiel . To

+ clarify past trend®and identify future issues more effectively, the present
) - -

h er has b;en organized in the fol.lowmg manner:

I. A dﬁscussxon of trends in the expendu:ures and
revelues of mgher educanoa 1nst1ruuons by type

o and control. , _ x
' . A diffe;ent look at-resource allocation. This con- .
P sists of an analysis of key developments -in selected .
‘ N institutions which either gained or lost enrollment T
. duri,lg the intervening period., , D o~
; v . - T o~ C
- < . - . . . \
-8 Y :

] - ' - >

S
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outlays per studel.lt appear to have remained practically constant.

: 2 -
) 3 ', ' S’ . e
III A discussion of the enrollment and ﬁnancxal. '
respeéts of the postSecondary sec;tor t0 1985.

. 2
+

L IV. An ,evaluation of the fmahc;al oondmon of post-
' secondary institutions, showing to what extent
it depends upon the rates of pay and levels of
.employment of instructional personne,l -

-

¢

I; A DLSC'USSION OF TRENDS, IN'THE EXPBNDITURES AND REVENUES

OF H‘IGHER EDUCATION INSTITUTIONS BY TYPE AND CONTROL
i . . .

All Insﬁutlons Y
. \ .

Expenditures. ‘Aftet the prodigiously fast growth o‘f‘expendi;

tures the ﬁve—year period ending with 1969 /70, the rate 'ot grovzrth"ofh o

resources devoted to postsecondary’ educauon sbwed down consxderably
,during the 1970/71 to- 1974/75 pe‘ The $10 bllhqn increase in 91%
, first half of the 1970,s wtuch brought the total expendltures of postsecond-
_ary mstitutions to over $35 billion in. 1974-/75 represented a rate of
growth of pezi'ly 50 pler cent, only two-thtrds the 72 per cent tpcrease
of the previous five-year period. 3 : (§ee Table 1.) Most of the slowdown
in therate ‘'of growth of outlays was caused by the declme in the rate of
’growth cﬁ student enrollments On a per full- time equxvalent (FTE) stu- !
dent basis, outlays increased by 29 per cent between’ 1971 and 1975, as
conQared to 33 per cent between 1965 and 1970.

-

‘Ongce these expendxtures are ad]usted by the change in costs

14

.. pa!d by institutlonsa in the course of the past ten years, however, current

Desplte

. yea.r period, the costg of institutions mcreased at the same rate in both

'qulnqum (See Table Z. ) The reasou for this is that mstrqctxonal and

- ) )

e S . . .

¢
- .
. s
- L]
v . .
- = N .
I o . 0 -
. .

. - -
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. the’relatively higher rate of inflation in the economy during the latter fxve- -
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3 professlonal wages failed to keep up w1th mﬂatﬁx during tbf past five

years, allowmg the postsecondary system to Wmereaqe its costs more

i o 1

slowly than the coqsumer prlce"mdex during that time. By tontrast,
e L 3 .- ' _‘ .., -+ ~ ! ) ! s

during/the previeus five'years, the costs of higher edueation institutions

« I

s . Fose gome two perdc'ent more rapidly than did the CPI during an average
) year. ‘;‘i'. ) " ' . ’ I.\ » . T -
. )
7 . n_‘__j- The slgwdqwn in the growth rate gpd the relative deSenoratlon

of wages paid, by postsecondary msututlorrs are undoubtedly difficult phe-’

nomena for admlmstrat}ﬁto deal with. Faculties-accustomed to rapid

P’

promotions and increasgs in their standard of living have been incrjeasingly' .

”disappointed -on both counts. There is, hence; [ittle wonder that talk 'aboLT

/

thetr /r.eﬁtive 1mportance as;percem:age o? current 'funds expenditure,

desplte the dxfferent ratés of charige in the relatlve prxces of the compo-
4 3
: nents Thus for msta ce, instruction and departmental research continued

“to cIairn roughly one-third of m@enses Educatlonal and ge;}leral ex-

4
penditure, a category Wthh includes expenses for adrmmstratton, mcreased

PO

. slightly from 12.8 to 13 7 per cent of Qutlays between 1971 and 1975 -The

CLs
A shar:e of research did not change much elther, amounting to 9.5 per ce'ﬂt
. of 1 outlays at the begmmng of the penod and 9.1 per cent,\at the end,
o tbough in the interim it hit a Tow of 8.1 per cent. .
r r‘ N .
e ) ) ‘ o
- ‘, Iv
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Plant operation and»ma‘intenance,' a closely-v('atched an'd muych .

L4 * g /’.

" discussed outlay&tem mcreased from 7.4 to 8 7 per cent of total chrrertt

. o

fund expendltures between 197} and 1975 'l‘he prices of the components

comprtslng operatlon aud maintenance rose some 46 per cent, more than .
° g

"1.5 times as fast as factor prices of all goods and services purchased by

di/e postsecmdary-sector Some components, of operatlon a:nd mamtenance,

[

"such as‘ utilities, doubled in price during the same period:- After opera-
E 3

tion and maintenance costs w'e‘re deflated by, the appropgiate index, and

other inputs were restated in constant 1966-67 prices, operation and i /

maintenance dechned from 7 6 per cent of total current expenditure in \

I - =

1971 to 7 4 per cent in 1975, Thls declme in the share of real resources

consumed by ‘this” item-was not unexpected' as a greater proportlon of s
—

'FTE students enrolled in .two-year scheols, the pr0porr1§n of operation

and malntenance in total budgets could be expected to decline because. two-

. year schools spend a smaller proportion. of their budget ‘on this item.

ﬁotai')'le changes in resource shares occurred in expenditures
peripheral to instruction. Auxiliary enterprlses (e.g., dmmg halls
and dormitories) claimed a smaller s’hqre of the dollar, as their share of

equndltures declined from 12.7 to 11..6 per cent. By cmtrast, e:_ttensxon

- and pub/l_ic service activisies and hospitals appear to have claimed a bigger -

shars of ,lnstlt'utional budgets. Hospital outlajr's_increased néarly‘two- '
and-a-half times in current dollars and nearly doubled in constant dollars

r o V4 / - . . B .
during the past 'five’years . Extension and public service activities appear

. . {
[] H s -.
. .
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. tutions from the remaining.operating: act1v1ttes Instructional costs could

tﬂave,mearly doubled durmg,me same tlmé perlod in CUrrent dollars KX

A

Pei'haps théSe mcreases are. due to artlfaCtS E/reporting, as the forrn

through Wthh fnfanmal mformation was cqllected was changed in 1974;!75

P
the Year the most spectacular mcreases took place It is poss1l;le that

aF

some costs were mcluded_ under these “headings whlch‘had been ormtted .
- . .
-hitheftq B L | L" PO

S mong ‘as ,l'ugher eduqation mstttuttons are mvolved inr many .

vq

.

arctiv!tte\s such as contracted resea.rch for which they are reimbursed,

and the prov151on of dormltorles and dmmg halls, Wthh are usually self-

N 4 . .

upbortmg, a bettér measure of the resources devoted to theu: prm&-

pal act1v;ty is vgh\at-we shail call mstrucnonal costs In tms study, as’in

»~

prevxdus studles,g we have estlmated mst:rl'xonal codts by agldmg up .

expendxtures fer 1nstruct;on, adrmmstratlbn non relmbursed research,

opei:ations and mamtenance, hbrartes, and the net gain in or loss of insti- | /

never -be calculated d1rectly, smce the p0rt10n of the costs of admmlstra-

' tion, operatlon and maln&nance, Which were reimbursed- by research and

development contraCts oz‘ should Be allocated to auxiliary enterprises ‘was -
not -1=eported on'the HEGIS form Instructlonal Costs were derlved for-
F J

'every year until 1974/7,&, ind’ the series calculated this way appeared both

consistent and plausible until then Not so for. 1974/75 Changes in the
form and lnconsxstencies in the year-to- year'reports of institutions made

this’ cal_culatlon 1mpossible.6 ‘[nstead, mstructional eosts were calculated

. . & - . =
[ 4 .
.




e

- .
)

’

-
e

. : e S - .y .. . .
~ on the Basia of the reported instructional expend‘ltures and"departmental
[
' résearch of a:set of institutions which appeared to'haye #lled in the ques-

s " - tionnaire ina consistent. manner hetween 1973/74 ‘and 1974/75.

Lo - N - . »

o . v Accordmg to our estxmates, mstructlonal costs i
- T hal? »
" gome 49 per cent in cun'ent dcﬂlars in the 1971 to 1

i

terms, this mcrease amounted t6 16 per cent, equ hé -increasé in

~,

FTE students’—\Since the mix between undergraduate ahd graduate students
: 4
did not change significantly, the cost* as measuredJJ‘y standard under-

. ngrﬁuate students (SUS),” neithie 1mproved nor detenorated either.

”«

Revenues Current fund revenues expanded more slowly than <

total current fund expend1tures for auﬁstsecondary‘mstj,tunons m the -

flve -year period under review 'ﬂney increased some 48 per cent,'approx-

imately twa per cent slower than outlayey—ehus” honmg the knife- edge o |

balance between e:qaenditure -and u’tt:bme Again, the'oyverall growth rate

was roughly two- tlur errenced in the prevmus five-year period. -

A4 ‘ . kS . —.
- ¢ -

Nevertheless ¥ the agg’ egat"e?; incorne exceeded_ outgo, and there

f was no overall deﬁcit for any of the past ﬁve years

P

. ,f.f ‘ . Among the 1mportant revenue sources, the most stnkmg change

S took pmce in l;he share of revenues provxded by;ates,“ﬁuch mcreased N
E . by more than two per cent from the 26 per cent of I;revenues (:omlt;g -

\ from state slbsidies m 1970/71 By contrast, fedéFal aid excluding the

moneys paid for research, scarcer c'hanged its. role in the income state-
;:_%_ . . L T R . ) L — . e »

. ment risingfromZ 4t02‘5percent




. Despite the oft*heard complamts about increasing student
charges, student tueton and fees- aetually cqntrxbuted 0.5 per cent less
of revenue 'in 1975 than in- 1971 Thetr share of total revenue decl.med
from 21. to 20 5 per, cent | y \i
| cher heads of revenue moved generauy in concert Wlth dfen-

ditures. Thus, aumharx entegprises lost ground in the income budget, |

déclinh;g fr'om.13.b.to li.s-oer cent of the total. * Sponsored and separately_- ‘

budgetedreeearch accourited fo¥ slightli' more than eight per ceqt of trjle )
current revenues’ at both the beginning and the end of the peripd, haying_ -
dipped in the interim, as did expenses for such m‘ses The revenues

. of serwce programs and hospitals went up\roughly in coneert w;th expen\
dxtures and accounted f0r a hlgher share of the total- revenue at the end of
-

- Abstracting from the d1ﬁerent typeE‘Uf-rwenues', some related

to the pr?nary function of institutj gans and’ _some not, it is mxpgant tQ

note that state appropriations inc sed.from 64 te 66 per cent of instruc-

the pprgd than at the beginning.

tional costs, and that tu1t10n relained roighly constant at 38 per cent of
. ~ r \
this total. .. : :

4 ’

Effstts of slower growth &analysxs of expendlture and reve-

<

nue trends tn the fmances in ail postsecondary ir‘:stitutloqs, dlscussed in
T .
greater detail below, highlights ‘the following developments:

(1) Blower growth in real and curr& dollars of both
- income .and outlay, > .

(2) the absence of deficits for the gector as a whole, -




fh\\

Created serigpus problems in promonc/in and h‘qmg Simultaneoﬁsly, the

L3 slower rates of increase of costs in the post-
- secondary séctor, compared to the Consumer
i Prige Index, mostly due t'a lag in professxonal
. wages, ..
(4 ) ;el&t:!ve constancy in real resources expended ) L .
per student, , : .-
(5). coﬁtmuqd stabulty in the role of research and ¢
E -~ development in ipptitutional budgeéts, after a -
: . dramatic decline¥n the 1960's. _ . k
‘. 1Y i
In effect, the administrators of postsecondary msntunons )

Y

have.been forced to gear down-their expansion.plans, since th chasing

pawer of the revenues afailable to them durmg the fwe years\% 1975 .
A

increaged at roughly two-thirds the/rate of the preceding five years
slower idcrease in theérate of grorwth'of earollments and the ’relative con- -

.o oo ) ~ - v - . .
stancy of research uot only put a crimp in the expansion plans but also

slowdown in economic activity, which limited the mcrease in resources

provided by the states and also reduced the rate of .iﬂerease in tuitiom,

" held back the increase in availabje funds for all institutiohs .

“ . (1 . R . * .
N If the trends of the latg 1960's had«contingued into the 1970's, .
. oo / C .
the instructional budgets of postsecondary inseitutions would have been

some 5 per cent higher than they actually were.'8 Tﬁ£ "savir;gs" were

~

effected"itll roughly- equal parts b§' kegpmg down professimal salar_ies, R

allowing thém to lag behind increases in the cost of living during the past

three yeargy and by the larger-than-expected shift of students'to lower-

H

- ' cost two-year, fnstitytions. *s we shall show below, the ebb and flow of e

. '’
- - A
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students between msntunons in. bothgthe .pu.bnc and private sectors made
/

the operation\gﬁndmd.ual mstxtutxons‘even more difficult than they other- )
\ @

R wise rmght have been , _
- . ‘\f % T s . !
) . \ " The Pubhc Sectof' . 4
- . - - —_— . - - - . '*
. , L -
PO ~ Cui"rent fund expendltures of publlc institutions increased some

4 seven'per cent more rapldly than those of all institutions between 1971 and

\

1975 reﬂectmg the growmg share of scudents enroued.on pubhc campuses:

(See Table 3.) T‘lﬁ§ tmpresswe rate of growth of 57 per cent in five years,
. ‘WhICh brought ftotal outlays of pubhc.institutxons\to 524 billion by 1973, was |
still only roughlj' half that of the preceding five-year period. [;Loonstant
dollars, the mcrease in outlays of the pubhc sec’tor was léss 1mp?@ve, ‘
some 21 per cena, roughly two- fxfths the rate at which resources weke
channelled mto pubhc msntunons dgmg the prevllou.s fxve. years. -
“In 'ent pnCes, the outlays per P’I‘ E stude;)t increased some
31 per cent du,rmg the past five- year perlod Ad]ustmg for Changes in
pnces pald by mstxtuﬁms the actual budget per FTE did not change {ggnif- -
. icantly in the coui'se of elther the past five or ta) years. Instructional

b . /

costs, as defmec\by this study, grew 55 per cent, one per cent slower
/ .

s between 1971 and 1975 than during 1966 to 1970. In con,*nt dollars, the
S p
L - jacreage was more modest, But stxll slgmﬁcant amountmg to 20yper cent
LS ‘ L 3 .
. of the base‘year 8 costs Measurea on-an FTE basts, howevér, idgtruc-
« . T o “ ". - ‘sh

txonal costs remamed vu'tually seabie QGrmg the last ﬁve -year perx

There wer¢ not startlmg chenges on the revenue side either
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) deficit” was, covered b_v state appropnanont
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[ sector.! They mcreased some 40 per c
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- for some 50, .per cent of public institution inst
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The decreasing lmportanc

was due to tv'vo factors: .

-
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/ ) than o& pen&_t from year to year.

coneracts
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in ;urre‘t:t dollars, and some 17 per cent m real terms, while in prlvate
univeraities the volume of research dechnedY by three per cen\zp real 7,

~

Tumqn and fees amounted to 22 per cem: of mstrucuonal cosfs at both the

‘.begmnmg and the end of the perlod although thelr importance increased
1
sltghtly in the mterlm As before, the lmn 8 share of the instructional

/ Umver,si,tles lnstr:ucnonal expendltures in doctoral granting
& mstltutlgngs.m the puBllc‘

systems grew most slowly, compared to
i current dollars and nine per

(See,;rable 4.) Thus,- although universities account;og

/

[
L centmrealte-p?ns._ 6 .
itution i 'ruzg;aloutlays'in 1978, -

and {2)' slight declines, in real terms, of instruCtional outlays per FTE
. 4

’ / " of mstructloual expenditures throughout the perlod The variations of

- -y

7y

their share had droppegd to 46 per cent by 1975
university systems in the total ,

(I).a slower than average incregase in enrollments,

student. U
Unxversny students tultion and fees accounted for a quarter ‘

l
their contnbunon to the estlmatqd mstructxonal Costs were never more

The only nm:a.ble development in the fmances of publlC univer-

/ sltles was their. mcreas.ng ability tp attraet research and development
Thetr net outlays on research increased some 50 per cent




Other ﬁour-year institutions. lnstrucuohal coms mcreased

L 208
-third more rapidly’ in other four yea.r iIlStltUtl(IlS than in- umversmes, R
P“e w

growing:»ﬁ per ceat in current dollars, and 21 per cent\th dbllars. §
during the five yars ending wxgz 1975 /}eﬂable 5, ) Rough;y one'half

E A

of the mczease n real cost was "dué to the mc;\ eased res@u,rces dev B

to the average FI’E student. The costs per FTE student mcreasbd fsome
~ 10 per cent in reai terms ?‘I‘hls increase was mamly due to the tuglze'f’j
prqmmoq .of graduate students +in tota} enrollment gosts per SUS, ad- .
’ _justed fpr the higher level of resources usually e@ended to educate students -
’ \ in graduate and professlonal schools, ‘increased anly three per cent,- AR
.- | % Public funds contributed some 1.5 per cent more of instrue-
. .,tio;zalgcogtsatthe end of the period than at tif beginning. [N

. : ’ ’ * - . e "
: e Two-year institutions. Outlayl for instructional costs for two-

- year instigutionsearly doubled in-cu;reni dollars, and increased almost

. 50 pe;' cQt i;l’constant dollars during the past five years. (Saei i‘able 5.) -
The i‘not'e&se was _dué mainly to increased euroumetxts. as the resources

> . expend& pe::‘?FI'E/ ag;dent increased only two peQent during the period . .

. lt‘ls sigmficant that &lthough, overall, the government sub- - _

, , sidies to students in two-year oolleges dxd not increage, the studatts in E
& ) L 4

these colleges paMe lov;_ﬁonm of instructional costs of all en- .
SR QIR roueestmepubncseaor; : S ‘ a

‘ . _ ) | !
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‘The Private Sector
F

Due to slow eurollmeut growth, current fund expendltures |

' 2 e/creased much n‘@e glowlyp thq&rivate than in the pubhc sector:

"Ihe rise in expmdituree ei\ per tent between 1971 and 1975 was only
\ 9 per cent less than tbe one experienced duringthe previous fiveé years.
: (See Table 7.) Yet in all probability it was more difficult.to live with, -
.since in real terms tbe resources of pnvafe Mmims increased less

. " than seven per cent durmg dle past five years, as contrasted to nearly

-18percwtntheyear91965tol970 - ,
. Tbe modest growth in r@.l reqources was due half to.the very s

slight increase in enrollments, and. half to the increase in outlays other
\—‘N-

than those for i{nstruction. The instructional costs pér FTE student re-

mained constant throughout the period, and those per SUS declined insig-
: 'tiiﬁcmtly \/ E S ?

Itis notable that research and developm.ent expendltures stabi-
lized ayn ltttle over nine per cent of outlays At the end of thepenbd,

sources. oonsumed by hwwhich ngarty doubled during the

ﬂve-ye’);period S ot .
A"index/of'the financial stringeticy which affected the 15_rivate
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L, .. tpstit{xppgh"is,the slow growth of opera\tfon.and niainte;iauce expenses. ‘_ -
' De‘sp&; the f:a(:t that the expenses greg gome one-half per cent as a share
% RS » ) -~
) 7

. A - ’ \.;:
*.-+ #7" . candy. Some 10 per cent less per FTE student wad Spent on operation -

- 7

? X ;;{of mqjﬁﬁdgef, expenditures per FTE student in real terms declined sign'ifi-‘

o -eng!'n;aintenanca in 197§5ﬁa§ jn 1971.

7

f * On the revenue side; tdiuan-a.tg,ﬁeés continued tp be the main-

-

leo
\ =

L ) - - ‘ —— . . ' ~ .
o stay of private inseffutional income. They accounted for 13, per cent of /
e

all reveﬁues at the beginning of the perildd,. and 14 at the end \ The tuition

co've{ed 73 per cent of 'mstruét;dnal costs at the beginhing oﬂthew pe}iod,

and some 75 ?er cent at the end, a small but signiﬁcant incrgae\e. The

ghare of endowment income and g'ifts';'emakled relatively stabile throughout |
IS . ﬁé p‘eriod,' and a'moﬁnted to Ba’weeri 24 an?i-ZS r cent of instruc?ional - a
| costs, thus bringing into precarious balance the comé and outgd for’ -~

P

instruction in private institutions.  © | -

PP ~ Universities. Total current fund expenditures of private doc-
-~toral grapt‘ing institutions grew somewhat mo}e slowly than in public LZr(

f
s versities, where enrollmt'increased, while it staYed near 1971 levels

—— - .

in the private sector. (>See Table 8.) Nevértheiéss, because of the sta-
bility in the nimber of stidents enrolled, expenditures per FTE student |-
. increased some three per cent in constant dollars from 1970 to 1975.
Outlays per staqdard'uqdergi'aduate student also rose slightly during this  {
period. - _’ T ’ \
| Tuition re,ve;m/é' covered some 65, per cent l(f fnp)(ucriénaif '
. . - , '1‘ ‘ * )
R 1 ' " . ) . 2 G' ) .. ' v ) !
Q ‘ . ) . * ‘ . ¢ ' -\
ERIC . B ST




costs in I971~and 67 per-ceat in 1975. I cun:ent danrs, tumon in pri-

. ./mi}r)slties rose 40 per cent during thel9‘71 75 period

Other four jear schools 'I‘he 3Gper cent mcrease in instruc-

\.

tional expendltures in pnvate other fpur«yea.\sdmools did not keep up with _

thé ucrease h}enrollments (See Table’9’) Expenses per FTE. s@n <
declined shghtly, by two per cent, and those per ‘SUS by Six per cent be~

rweeu197land1975 é;--n ‘ N
R ._ N * -

~Tuitjon revenue contributed 78 per cent of instructional costs .

o4
-

in 1971 and 80 per cent in 1975.

:) -
- Two- -year schools These schools’ enroumeut was -constant

i‘

mroughom the period (See Table 10.) 'I'ney accamt for an Aslgniﬁcant
_proportion of htal enrollmwt, and less than six per cent of the enroliment
in the private s,ectpr.. Instrudctfogalcosts in this group of s¢hools increased
agome 9 per cent in real terms. Tuition's share of these costs dechned
from 83 to 74'per cent There is httle doubt that the ﬁnances of these

schools were mnost th-pressed . ‘
‘ | ‘ £risis Or No Crisis?
ate ﬁgures for the public and private sectors, and |
. aha!yses of s&hoﬁis .’Qf n;stimtjon, do not'gliv‘e‘ the imprész-;,ion that ’

there was a financial crisis, in higher education. However, there was . v ’

penury. and*sf)mbably'feft most acutély in the private rather than’
thie public s‘eqtpr
for the increased costs incurred in teaching graduate’srudents.. Enrollments

" Qutlays per student did not decline,,even when adjusted
: jcer

PO
.
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v

by type of school an& control did not decline, and budgets appeared to be '
balanced in eéch sub -sector Jn almost all instances. '

ﬂere were certafnly slgns of cutnngdown, especnally in the

. private sector, where aﬁon and maintenance coBts were contfolled

3 ~

*very striCtly ancL esources expended on them declined 51gmf1cantly . -

3

n’ real terms. Other economxes, at the gxpense of the salaries of profes-

. stonal’ staff managed to keep costs down durmg this difﬁcult period

It Rsigmﬁcant that' desplte the higher proportion of mstruction
paid out of tuition in the pnvate sector, the privatp institutions did not

price themselves out of the market, but juss lost a shar\ of it, a loss Wthh

" was somewhat smaller than might haVe beeu ant1c1pated by projecting: the

\
past erosion of their role in totaal postsecmdary edication. &

—
© A hard-nosed analyst who stopped his analysis at this stage

would conclude that no crisis existed siﬁ}ce it was obvious that the insti-

tutions' capacity w’asa least equal to the students’ demand for educatxon,

and the gesources expended per student had not changed. Below, we shsll ‘

show the hard-nosed analyst would have-beén wrong. The ebb and

flow of students between different institutions has created some signifi-

cant disequilibria in resources, forced some hard thoices for admin-
istrators, and oreated dilemmas’for thosec‘oncern,e.d with maintaining the

qualftydtpostsecmdarymstrucdon. - o




II A DIFFBRENT LQOK AT RESOURCE. ALLOCATJON
) The ﬁnding thai ieal resources per student did not change/
stgnlﬁcan;ly in the course ot the past .ﬁve;qyears d ot begin to ﬁ.;lly
' describe the financ,ial conditions of postsecondary ).DBtltUthﬂS Smce the
begmning of 1970, as theé rates of increase in enrollments slowed down, - .
a large number of institunons have failed to maintam&eir former enroll-
ment levels.. During the ‘sami;s petiod; othex institutions have increased

™~

their enrollments '
\ The ana.lysis bel is based upon a con‘ip;rison of insrimeions
. Which reparted financial and|enroliment data for the full five-year period
1971 /75. These institutions account for roughly 85 per cent of the total \
enrollment in both the pubhc and pnvate sectors. Théimstltunons for
which comparable data could not be obtained vary fromi selective private
universities suchfs Harvard to large universmes, such as M1chigan &te.
and to many smaller public and private two-year colleges A oompanson
by type and oontrol of the‘institutions which reported, and those wj;lch d1d
not, ‘leads us ro believe th;t the reporting institutions are typical of the
mlverse.lo | ' '

We estimate that 63 per cent of all canfpuses in the U.S., with
67 per cent of the FTE students in 1971, did not lose any enrollment dur-
ing the 1971 75 period. Some 14 per cent of the campuses, which enrolled
17 per cent of tne swdents at.the ea%—éte. lost 10 per cent or less of

-

- thelr enrol‘immra. The remlning 23 per cent of the campuses, with 16




L]

. student workloads. *

’ campuses accounted for 15 per cent of the public and 24 per ‘cent of the

of institutions: one which gppeared to be attractive to students, another

per cent of the 1971 enrollment; lost'10 per cent or more FTE stfudents

in’the 1971-75 period. (See Table11.) >

-

The proportion of logers to gdiners was lower in the public

'than in the private sector. Nearly, three quarters of public campuses,

A

with \he same proportion of. F‘I‘l?. enrollment, did not lose any enrollrhent.»

4

By contrast, in the private sector only half oft the campuses, again W1th

the samg proportion of FI‘E enrollment, either did not lose or gained

-3 .
About 12 per cent of the public and 16 per cent of U'Kprivate*"

’ campuyses lost leqS than 10 percent of tﬁ'eir enrollments In 197 these

(

private sector enrollment. While fewer than one in'sev\en public campuses
lost more than 10 per cent of their enrollment, as many as one in three
private campuses v;ere decimated. ln°1971 12 per cent’ Df the students

in the public}eaor and one student in four in the private sector were
attending campuses which lost 10° per cent or more of thelr enrollment in
the next five years, -

Thus, both public and private sectors cgasisted of three types

-

which lost some students, and a third segment .which was abandoned by
students. at a somewhat faster rate, a rate which could be consi‘dered
alarmlng Attractive institutions did make significant enrollment gams

overall: 23 per cent for institutions in the public sector and 18 per cent
! . ] ~, ’ ’
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A

< for oampuses in the private sector. ”'l‘be smaller losers in the pul;lic and

not... .

- S 2

- 18°

P \ . R ;

{n
private sectors lost four and five per cent, respectively, of their enroll-

ments in the,course of the past five years, while the btg losers lost 21 per
cent of their enrollment in the public anc‘l 25'per cent of their enrollment,
in the private sector. (See Table 12. )

| "The factors which exblaln the relative attracnweness of schools

“are worth examining. Analysis based on a slightly more restricted sample

. (see Table 12, col. 2) indicates that schools with lower tuition in®1971 .

lost-students. By 1975, the level of tuition was identical in all three groups,
and the-higher tharl average g?owth in tuition no doubt contributed to their -
recruitment problerns In the publi&ector, in 1971 the-tuition charged by
schools which either gained enrollment or lost las than 10 per cent was
only $35 less than that of schools Wthh lost a high proportion of their -
students. By 1975 the.,gap had widened to $100 (See Table 13.)
Instructional costs per student appear in 197 1 to have more

i)r‘edictive value in forecastinf the power of schools to attract students.

". I both the public, and private sectors, schoals which lost students-had

' I;r mstructional costs per FTE or SUS in 1971 than schools which dld

. . o (e e

A
g

The effect of levels of costs per student in later years is more’

: mixed. Thus, in the public sector, schools with a less than 10 oer cerrt*

" loss in enrollment caught up in their instructional costs per student with

gchools which had level or increasing enroliments, and their FTE enroll-

ments did increase between tl)g fal] of 1974 and the fall of 1975 i In the
. ' ’ v e . . * ,
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private sector, schools in the same cucumstances also appeared to have *

- - arrested the erosion ef enrollment durmg the sameé t1me perlod as thelr )

costs practically, but not quite, caught up wmh the successful schools
. (SeeTablesl4and15) I * oo

. SN ?

) " The increased expenditures per student in later years do not
appear to have helped schools in‘the private sector which lost over 10 per
© cedt of their enrollment in the 1nter1m period. Desplte the fact that by
1974 expendltures per étpdent there were as high or hlgher than in
the rest of the private sector, t ielr enrollments contlnued to de'cline

In fact, many of the schools in both th:publlc and pnvate
. | sectors which Tost enrollment had by 1975 mcreased thelr costs above
the leVels of schools in their select1v1ty group which Jost no enrolimeént.
These trends may appear desuable on the surface, since the expendltures k
per student were more equal in 1975 than in 1971. From the point of vlew -
of admimstrators, however, this equallzanon did not come from a con-

~

scious program, but by happenstance. Schools which lost enrollment
v Y

_ were unable to cut their expenses-'fast enough; those which gained enroll-,

s . ment were tmable in many~ instances to keep theu- resonrces per student | ~
L 3 constant, especially among'schools in the private sectoi' and had to be
L - cmtent wltﬁa sllghtiy declinmg level of resources expended for mstructlon
L - on either an FTE or 'SUS basis. , (See Tables 16 and 17. )

P could of course, be argued that schools with increasing

enrollments were beneﬁting from economies of scale, and should not have




© 20

A

. felt uncomfortable about economizmg resources Unformnatelé, it is npt
_atall clear at what level economies of scale operate in the postsecdndary

sector, and tradmons w1th respect to cla.ss size and the faculty student
ratio are ingrained. '
’ ®
In additlon, schools which lost more than 10 per cent of their

: , .

enr’ollment s especially those in the private sector, must be hounded by
mcreasmg fears of pricing memselves out of the markef ln/both .the
public and private sectors, the tuition of such schools increased more

. as a percentage of the 1971 level than did the tuition of schools in which

--enrollment did not decline (See Table 18.) The schools with the largest

ot

decrease m enrollment in.the private gector for instance, charged some
$200 less than schoo}s w1th no decline in enrollment in 1971, but by 1975

“the average level of tuition was Wlthln a few dollars

-

2 An analysis of the campuses that gained and lost enrollment,
by ge?;aphical recruitment area, ﬂfurther illustrates the complexity-of
the problem: of 1dent1fymg factors which affect the attraceiveness of schools.
National schodls, defined here as.campuses in which 50 per cent or more
offbth'e,freshmen originated fi'om out of state, seldom lost enrollpgent.
Regional schools &hich drew more than 25 per cent of their
freshmen from out of state,\v—vere the most frequent losers of students
in the private sector, afthough suchgchools seldom lost enrollment in the
public sector. In fact; if one looks at the proportion‘of schools likely to

lose enrollment by geographical recruitment area, one comes away wigh

g_the impression that in the qriva‘te sector all schools except those in the .




- | national and commumty categories had an equal chance of losing students.
) Among pubhc sector schools, those which limited thelr recruitment to

_/ _théir own state were l)ére often the losers. .(See Table 19.)
, In all probabllity, factors other than recruitment area a;ld

“ instructional costs played an important role in determining the attractive-;

" ness Ment campuses. The shi?t .to two-year schools and away from -

[} L]

teaehers coHeges in the pubhc sector no doubt was responsible for the
declining enrollmen_;s of pubhc msntunons wh'ich recruited the vast m;orllfy

?studalts ‘within a state. In the private sector, the evidence is Aess clear.

&g.

It can neither be explained by the average size of the school, nor, neces-
v, sarily, by its academic orientation. . L
Presgtige, measured in thls-study by the average$AT scores

“of the freehman class,. was probably the mogt important factor in maintain-
>

ing enrollments during the last fxve years. Thus, in the private sector,
. ~ ,

where two-year colleges do not account for & substantial share of total en- .

-

/ ‘, rollmglt 45 per cent of the enrollment in 1971 of schools which lost students
a . . . was m canpuses with Tow average selecnvn:y (with freshmen mean scores
below '1000) and 39 per cent.of the enr6llment was in institutions thh aver-
’ " age selectiv.ity (where ‘fréshmeg had mean SAT scores between 1000 1100).
| - (See Table zp,) ‘

— .-

/ - By contrast, prxvate schools thh$elow -average selectivity

' ‘acoounted for only-36 per cent of .the enrollment in campuses where the

nl,mber of sl_:udents remained stable or increased, and those with average

/ PO




. - . A

selectfnty some'97 perncent. In other words, schools whxch—%ere selective

in 1971 were more likely to mamtam or increage the1r enrollments than 5 } .
® ’ '
schoolg which \vere not. It is our 1mpressmn that they were not only more

hkely to :emam attractive to the’ ‘best and brightest"” prospective students,
~

but also able to fill their folls thh srudents witlf lqwet scores, who were

h1therto tumed down, but now were accepted m thes‘-nstltuttons

'I‘he trends m the pubhc sector are more dlfﬁcult to mterpret

Generally, schools with h1gher selechity were not llkely to lose much of

. their enrollment Campuses which lost. stuk-nts were concentrated in the
;X — '
) rmddle of the selecthty spectrl‘m "Non- sel.ectwe public colleges mostly
two»-year mstltutxons, attracted an increasing number of st‘udents
i.

\ {
factors affecnng the1r relative attractiveness has, we hope, shown that
the Crisis in the fmances of the postsecondax;y sector, as percewed by

The precedmg dlSCUSSlOﬂ of dlfferent types o} schools and the

¢

admimstrators and special interest groups does have some basxs On

'one hagd 1mportant sectors of their constltueney are losmg enrollment

v,

wh1le raising the1r tuition faster than the average, and engender fear that

-

declimng enrollments levels w1ll make these msntutlons non-viable. On

-

the other and, the insntunons Wthh keep on,attractmg mcreasmg num-

bers of students find their resources per student growmg-more slowly than
ot
their costs. In both cases, there appear to he legitimate grounds forvun--
. . . .

rest and concern,

-~




- - as the’depen'@t'var' le. A aymber o¥ deperddent variables were chosen

. A Codsxstent Bxplanatlon of Enrollment Changes? :
Aseries of stepmse regressxons were run to attempt to obtam ' :
. \ - i Ve
consistent E’xplanations of the factors whxch account for the ability of schools

to attract and retain students. “To this end, the change in enrollment be-

. to expl this chang-e by elther (1) the tuition level per FTE student in
exp a,m

<
’

o

tween 1971 ‘and l925 for all students and undergraduates only) was chosen

1970, (2) the tujtion level per FFE in 1974, (3) the ratio of the tuitfon in
the late to.the earher year, (4) expendxtures per SUS in 1974 (\S}expendi-
tures per FTE student in 1974 or perhaps»(6) the subsxdy {instructional

/
costs lesS_tultlon) per SUS or (?) per FTE student. In plain English we

e.xpeCted that the changes‘m either the total level of enrollment, or changes
in the enrollment of undergraduates could be explained by (1) the level of
tuition in a school atthe begmning (2) or end of the penod (3) the change -

:m the raté: of ¢hange of that tuinon, since schools pro;eczed'\/lstbmed

".infages of "‘cost.’ Omer varlables chosen as lncely td influeace enroliment

-

levels. were (4) the amount of: resources expended on instruction or, perhaps,

: (55 the s.ubildy received by the: student (the thfference between costs and tui-

(dom). T A Ly

’ /For em;er the whole of the prwate or the public sector, these

_variables fail to e“xplain a sigmflcant propornon in the enrollment change.

. When the dependent vanable was total enrollment change, the R2 for the .

prfvate sector was 0 04 and for the public sector it was 0, 08 By contrast,

, ,better results were obtajned for the private sector when the campuses ‘were

Fa

~
a




disaggregated by level pf selectivu:y, and for the run-of-the- milf (average .
selectivity) public t:anpuses where the SAT scores of freshmen in 1970

" - 4
L SN PR g /. -

were average. ?S%e'[‘ablefl ) L L - : ' \

*

A3

. : Despite the fairly high RZ, most of the regression equafions
T - ara’difﬁcultvto faterpret. aThe'easiest, perhaps, is the one with 32 pl;r Y
%; . cent of the variance of total enrollment explained in selective private
¢ ~ schools. The rate of change in tmtion had an expeCted negative sign }nd
the level of tuition in 1974 gd an unemectetf p;osttive sign. Other variables ,
R were BOt signiﬂcant 'Ihis result can be interpreted to mean that the
“most‘ preetigious of the selective schools did best in the competmon for
students, at the expense of schools which ra.ised their tuition faster than’

the highly endowed institutions In the case of undergraduate student en-

rollment changes, the same two variables entered the equatlon, but explained /‘
. ~— !

-

only 23 per cent of,the variance
' Changes in total enrollment for the second select1v1ty group | ' .

g’ were explaine; to the extent of 27 per ‘cent by the changes in the tuition

rate, expenditures per standard undergraduate student (with an unexpected

. negative sign). and the subsidy per FTE, with the expeCted positive sign.

In-the case of undergraduate enrollment, subsidies per FTE expenditures
T J)er SUS both with expected signs, explai’n .24 of the variance The tu1t10n

. in the later. year .and the increase in the tuition rate (with the wrong sign)

- ‘add anbther 15 per cent to the explanation of ‘t.}p variance. Perhaps here/”

=

2w

PR too, slightly highd® quallty schools were able to attratt more undergraduates
N _ .
- "than the.average. .

2 i ) . .
. - . \¢}31 i

. . N .
’
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2 C / ’ -
The R“ for the total enrcﬂ#ment of the third selecnvity greup

.
C he ]

is .28. The change in the rate of tuition 'is most important, and has the

—

expected negative sign, followed by tuition in 1974 (with m_(itiye sxgn),
. expenditure per SUS (negative) and expenditure per FTE. A much lower L]
. - explanatory equation for undergraduates only, only 18 per cent, has the )
’ - following variables: the rate &f change in tuition, -expenditure per standard
mdergraduate 'scudent, subgidy per FTE, and tuition in 1974, _
‘ —‘.' ) As tbe~selectivity fursher declines, 50 does the goodness of/t{?/
fit in the equation Total enrollment cha?s for the fourth selectivity
. group are explamed to tbe extent of 17 per cent, and for undergraduates only--13 |
‘per cent. For the total enrollmmt, taition growth, expenditure per SUS o,
(with the wrong sign) and subsidy enter in the equation. For undergrad es,
tultion growth expendiu!res, subsidy and tuition explain 13 per.cent off

-

variance ' .

No good explanations could be derived: for the private non—

selective group, even after all-graduate,“or divinity schools were excluded ‘
- from the population. Equally disappointmg Tesults were obtalned‘ for all

but a‘verage selectivity group Yor total enrollment change. There a respect-

able :.37 of ::ne s?.ariance was e)‘cplained'solely by the.subsidy per standakd .

und/ergraduate student, Somewnat but not significaiitly lower explanatory

;egies}sions could have been‘obtain'ed from the subsidy per \'F’I‘Esmdmt.

or lfvel of expenditure per FTE or stapndard undergraduale stud.lent, which

were all highly integcorrelated. . V S =

o
L]
«J




”  In summary, it woukl appear that in the prlvate sector the/
Jraté of lnc:kase jn tuition, rather than the absolute levels of fees charged, .
is signlﬁcant mexplainlng the luck of dlfferz schools in artracting students
In{be case of undergraduates 'fh'/e submdy (the difference between what is
paid and wha\tﬁprovided) does segm to affect fhe chances of schools to
attract studaits Within a homogeueous Lroup, schools with higher tumon,
and presumably with bet'ter reputauon{ d1d better than schools wnth lower
taition and presumably lesser reputations Only in the case of non- selectwe
schools (which presumably enrolled students in their 1mmed1ate surround-
: ’ . lng;tor some special groups) is some other\factor respéns’ible for their *

changes in enrollmeut. p

The bad results for the pyblic séctor are net surprising either.
. /

'
+

During the past five years,.a large nuinber of junior colleges were estab-
. s - J .

lished. The current model did not take this into consideration. 'Different

ofpubllcschools /- ‘ IR o

‘ =

3

'models will have to be buﬂt to explain rhe cl‘es in the raf§§ of enrollment .'




‘ « The Crisis” and the Situation of Students .
7 The uneven allocanon of resources beyéx instiwtions with

different ra’q of frowth has 1mpor!ant imphcanons for the students who
o Wtend institutions with different levels of selecnv1ty 'An a;talysm of re- -

" _ - . sources expended on students with instructional cbsts calculated per FTE
: A
. z

student, in msntutions wh;cb dld not lose or gained enrollments shows that

2 (1) In the private sector, bom institutions with above-
average selectivity and those with below-average
. o selectivity reduced their resources student in
R . real terms. Ouly in non-selective inst¥tutions was
- there an increase.in resources expended per studeft.

(2) In the public sector, institutions with average selec-

tivity also cut down on mstr.uctlonal Fosts in real ' \
L N terms. ‘. :
- : . ‘ o .o \
. All ‘the institutions with declining enrollments, except private
. highly selective stitutions, increased their resources per student, once

instructional costs are translated into dollars of constant value.

It is notable that highly_ selective ifistitutions in the private sector -

*

(far too féy'msqfutiops in the public sector reportedMgta to enable one to
éeneralizg about this group) kept the level of their resour almost:' constant - ’
' ( %erF’I'B The most giftéd students were neither spoiled nor skimped _oh. 11
| ‘A more precise mpasure .‘of')expenditures .per student, which
attempts to t;ake into consideration 'Ehe additional cos‘f of teaching graduate
. and professional students, provides' somewhat, but n'ot startlipgly‘, differ-

. . , r . l
ent rgsults. . Updergraduates in the pljivat/e/ector had fewer resources(

,’ expended on their ins.tr.uétion in schools with medium; average and below-

b .
j i N~




average selectivity, wl:;ichgamed enrollment Obviously these schools
v o s <

PO 'made an effort o keep up their rolls by increasing the proportion of
gradl?a.te and ptofessional students in their total enrollment
T A striking insight fhto the econorb.ics of the private sector .

'. can be gained by examining the propornon 9/ tuition to instructional costs
‘by FTE and SUS. With the exoeption of highly selective and non-selective l
scbools tuitton co/ers 75- 85 per cent of instructional costs per FTE stu-

\deﬁ( Both highly selective and non- selective (probably‘religiously spdn-

L

sored) schools coutent themselves with setting tuition to cover 15 or 20

L 3 [ ]

per cent less of their instructional costs. (See Table'22.) v
"’

Fromt

rom the point of view of the standard undergraduate student,
the pieture is very different. If our ca.lc‘:ulatims of the additional cost of

providing graduate @canon Are anywhere near accurate, undergraduate
. students in highly seleéuve schools in the private sector pay the total of .

their-own inarucaonal costs. 'I'l)ese in the ma;onty of schools with medi--
um and’ average selectivity subsidize graduate studies, since their tuition -
i8 higher than the estimated cost per 'undergradu/ste Only in schools with

be‘;w-average selectivvlty (includmg non- selective schools) are under- J*

. graduates subsidized. (See Teble 23.){‘ It i.s interesting to note that the
- schools which ,did not show any. decline in enrollment, and _t—h‘e schools

. . v « ‘.
which showed a small rate of decline in enrollment, virtually broke éven !

-, . on their 'mder_gr.aduate instruction. ngmhalf of the selectivity groups .
-, ' ' L ) . -~ —

, , made‘a praofit on mdergraduates who paid full tuition fees.




In the public sector, where guition is lower, the proportion
,;_which tuition covers .shows no very cl'ear trend when /he ratios are cal-
'culated on the basis of P'I‘E studeuts ’I‘he raxio of tuition to SUS cost,

»

though, indicates yéthe more selective schools pass on a higher propor-

tion of their oosts tcrtheir ‘undergraduates.

. It is als the public sector
that one-can see clearly that schools whose tuition agqmted f(? a higher .,

proportion of 1nstrucuona1 costs per SUS were most likely to lose students

’

No such clear trwd can be discerned in tbe private sector%

III. THE FINANCES O POSTSECONDARY SECTOR TO 1985

Many observers fear that the financ&s of -most colleges’ amd

F

R P

' uiversities will continue to be in disarray for the next decade:

progunosis is largeiy ):ased’upon the outlook for enrollments. ’
at roughly
the present level, while pessimists forecast sxgmficant Yeclines in the

project tliat the workload of collegés and universities /will- rem

courseofﬁ;enextfewyears ik !

While no one is certain about the levels df future enrollmalts,
there is general ag:reemen; ;hat the penéod of growth of the college and
| miveroi‘ty market is past,%anf tha; ghe‘wdrkload of coilegeg and Fniversities
18 likely to stabilize, or could deofline by as much as 15-20 per cent. The
consequences of §tabi1ity, not f° roention a'stu:inking market, naturall-y
worry \a;!mmis'trafors of individoal institutions. 'I‘hoy’ are not sure how

T

their institutions will be affeote&.:,Even in the course of the past few years,
6. . . *
when enrollménts increased more slowly than in the 1960's and ih some

N ) ’ ‘

.36

\(‘
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o

i inStitutions decliped draman@y. costs per student increased, and the

‘hlgher education is simulatlon -

kB R -

. &

' ‘tnsk of balancing expenditures and income became more difficult The

L
prospects of m ing college and university budgets during a period of

no growth or décline gives shivers to university presidents,
In the following pages, we prgent an analysis of the impact
of different levels of earollment on the finances of higher education. This

is followed } an exposition of policies Wthh may be desu'a.ble to preserve

-
“r-

the vlabillty of tbe highef education sector e

" Such analysis cannot be\ approached in a mechsnicnl, statistical

mamer. Past developments offer very little guide to thefuture because

in na period in recent history did higher education reach a steady é:ate,'

L] ’ -
and enrollment declines envisaged by pessimists have never occurred.

Thus, past txends/cafnnot be uséi mechanistically to project
e .

‘ X ] \
- futufe developments to 1985. Instead, the effect of stable or declin}ng,

- ” ~ ° bt . A
enrollments has to be estimated as it impacts upon different segments of .

" the 