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For a var1et 'of reasons, state po]1c1es/used to set tu1t1on* Ieve]s at public-
‘ , h1bher education/institutions are chang1ngf The trad1t1ona1 "incremental pricing” - .

~. " method of dete ining tuition. and fees is. be1ng reconsidered: in favor.of specific
- pricing formy as, especia]ly ari,'index to the cost of education/ The attraction of .

v *this approagch arises from-a number of causes Ancluding the upward pressure on tu1-

- t1oncreat<jby chang1ng demograph1c and f1sca1 condHt1ons : :

e : LA 3 A'-’_ , ‘

3 K . T

;;:ﬂjImpaCt?of'DecLining Enro]]ments'and,fﬁscaliConstraints,on-Tuition L o

-

R

;\'« b ‘ ‘ ;=~:.Ff¢' r : S S .
' The demograph1c out]ook for hi her educat1on 1s 1rrefutab]e The size 6f.the
trad1t1ona1 co11ege-age cohort is ggow1ng smaller.’ Nat1ona1]y, the -number of high
schoo] ‘graduates -is expected to decline by 18' percent by.1986.and: 26 percent by 1991
(Nestern Interstate Commission for Higher Education 1979). A]though a number of -
/factors influence. college enroliments, most projections forecast. dec11n1ng enroT1- :
-/ ments for higher. education. . The re]at1onsh1p of enroltment-to tuition income isi
. s @ pos1t1ve one, and it is apparent that in order to maintain current levels of -
,mu‘-_tu1t1on income: in a period .of declining enro]]ments, student charges will.have to’
.. .inereasé. Further, at the same. time enroliments decline, institutional costs will"
. not<”” Costs for higher education “institutions will- rise not only due to~}nf1at1on,
-~ _-increased; ma1ntenance,orrﬁgher energy . pr}ces~fbut also. from the. diseconomy of -
. scale--a. decreasnng'student population with rising fixed’ costs will result in ‘f
‘u’1ncreas1ng costs per student. Consequently, declining eénro}Iments and 1ncreas1ng

_“,gosts threaten a one-two punch on student charges--fewer students pay1ng heftier. -
. fees : : : : - :

»

o

LN * Co .
70 ‘o -~

: Chang1ng Fiscal cond1t1ons w1th1n the states and the U S. as a ‘Whole w111 a]so :
Artend to increase tuition levels. - The vu]nerab111ty of tuition to pressures of the.
~_economy' is -#1Tustrated by three factors Farst, public higher education,is h1gh1y .
- dependent- upon state appropriations. In"fiscal year 1977, tuition and fees accounted ,

'gfor on]y 16 percent of the educat1ona1 and genera] revenues of pub11c co]]eges and

o P

‘-*For the purpose of th1s paper tu1t1on w111 be cons1dered to be the baS1c ‘compre-

__hensive student charge used, along with state appropriations and other. unrestricted
_ institutional receipts, to fund activities relating to student instruction. These

1act1v1t1es ‘could include instruction, academ1c support, administration, student

service, and plant. operat1on These charges may or may not: be known as tuition.and,
- -in spme states, may be general fund revénues. Other designations might include
,-;”'~educat1ona1 fee, incidental fee, registration fee or instructional fee.- Requirled
-w " fees assessed- for spec1f1c purposes (e. 9.5 hea]th ath]et1cs, bond ret1rement) are
: not 1nc1uded ' : : :
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Bities; 59 percent of .these ‘revenues came from state and- local: appropriations. .
B, higher education appropriations are a major ¢omponent of total state appro- ‘

fons, second only to»elementary1and,secondary'educatiqn_in most states. Thus,

g in state appropriations, even if distributed evenly among all state recipi- |

11 have a sizable impact’on higher-education. Finally, tuition is usually

E the balance between operating budget requirements and state or..local
tions, As a result, when state or local government revenues_are restricted,
MRl 11 seek increased revenues from other sources, including tuition and fees
.. for higMer education. .' o T P R
. - f;Q%bbth;changing-demograghits and fiscal constraints point toward higher- -
“tujtdgn, the“latter is mpre ominous. The fact that higher education must now face: -

a sh¥nking college-age cohort has-been Jlong anticipated and well-documented. .o
D5, fiscal conditions, -in contrast, are more recent and more unexpected.  Further=

more, it is the fiscal constraints that-will be the more d&cisive in.pushing up . "
~ tuition. A resedrch study by Rusk:and Leslie. (Rusk and Leslie 1978) describes
this tendency. 1In a‘study of;factors affecting tuition-they’found;,{*}§:.

- Tuition, prices and ‘price increases tend clearly to be higher - ~ .
‘where the state effort is insufficient to the-financial obligations
- .of the institutionsikglndeed;nofftheumanipulab]e-variab]es studied,
: ~ adjusting 'state appropriations seems,to be the major way to affect’ T
/- tuition levels. State policymakers should be aware of this fact R ,3%g

¢

7+ 7 not-only for the value of achieving desired outcomes, but also for
SN - .the knowledge that appropriations shortfalls will raise tuition _ :
707 Jrprices just as surely.as if the prices had. been wraised by the ° :
g ;f,‘1egis]pt¢%s:themsé1ves;(pf.544),ﬁ.'Wjﬂ U SRR ' .

-

.Y Tnig pattern has become evident in the current recessionary period when tempo-.

" “'rary pevenue shortfalls in several states have resulted in mid-year tuition increases

. to'vecover Tost revenues.. - . N L

~ = In addition, recent Surveysﬂof;Americah'pub]ic‘opinidn'have~revea1ed surprisingly -
* strong sentiments to.curtail public higher education budgets before other public ser- = -

- vices.. (See table 1; which shows the results of thevsquey'by_the Advisory Commission’

“‘on Intergovernmental Relations.) - . S //,,_
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S WTU L e e ‘Table l L f" A At
V \ . Suppos‘lng the: Budgets af Your State.and Loca] Governments Have to- be Curtaﬂed. .
‘ SRSTURRE Hhich One of These Parts of the Budget. Hou]d You Limtt mst Severe]y? s LT
: . o I by RS . Nofthe ST el
N E . o N ' _ ~'U.S. ‘Northeast - Central South "/ . West
S "’_'t-‘Pub]_'ik:;Safe_ty (fire, police, criminal justice) 2% o 1% - 2% L 3% / _ 4 -
" Public Schools (kindergarten < 12th grade) Y 2 3 / 2
Tax-Supuurted @ﬂeges-tnd,“tln*lve’rs%ties : 23 B 24 .2 T3
| AtdtotheNedy - - 8. "3 9 .6
'- | Streéts and Highways - o, v nos 10 6
‘Parks and Recreation - Y 36 [T 31
- pon‘t-Know . N 17 N 9
N  Total* .o L 998 100% 99% - 1008 1008
' *Percentages may not sum tq 1003 ‘due to roundmg-.'- ) f' ER R A
Source- Advisory Comissmn on lntergovermenta] Re]atlons LT ) ‘. ’ f
’ . '.,_ ;"'_ " ,, :\. . .. .." . ,-: " ;4' .,: . ,"-. . ) '
Dp*sed to’ these forces, however, are others that work to 1<eep tu1t1on S
'leve}s as low as ‘possible.: Inc'luded among these are historical commitmentsto Tow -~ *
- Student charges, the political sensitivity of elected officials; and a. recogn1t1on =
. -of the social benefits of higher education. In the absence of an explicit affirma- .
t1on of these considerations, however, tuition:setting is likely to be viewed purely.
“as-a fiscal matter--and thus c]ear‘ly vu‘lnerab‘le to the demograph1c and f1sca-1 pres-
-'»sures Just d1scussed : e . A
: ‘ ‘_' C R . - - "-/4’/,"'
> o Curreht State Policies for Determining Tuition .
g " . B : v‘ ) . _‘ . / . J. N - . . ob N
_ In October 1980 the authors surveyed the st&te h1gher educat1on execut1ve
;. officers. {SHEEQ) in each state to ascertain.the policy (if any) currently, being
SO used to determine tu1t1on 'leve'lss_ Tab'le 2 presents a sumnary of the survey ‘
o resu'lts o . ‘
' ., - ~ - o P
% - < T 'w‘v - ’ :
. *The append1x 1nc1udes more 1nformat1on about the survey, 1nc'lud1ng a tabu]atwn of
- state responses.‘. s~ : : -
: ) S b ..
E I N .
A 1 o .
¢ 0 )




_ : Tab]e 2
. State Policies for Detemin'lng '[u1t1on LeVel_s

cammaa ; ccanes et aea=

ic_of;es'tamshe&?-bdncy: ) states S

| - . . . . e
. . K -- ....... rFOSOSSEEaEEEnEanhon S on S e oS e . ‘ 0

‘ Estab]‘lshed po‘Hcy u'lthout spec1f1c fonnu]a. 3 states

'HuEStdbifshed DOlicy “1th:spec1f1c fo:mutas; ' - ', L '(\ N
. . -Indexed to: ' Higher education‘price index: =~ ] state-. SN B
o ..+ - - Costof instruction: . .- 1 state (nonresident tuition only)* L '
[P - Cost.of education - - ' 14 'states (nonresident’ tuition on]y 1n 2 sta(te.sf)* o

AT ‘Cha‘rges at com'parab]e 1n$t1tut1ons. 1 state : . '5‘ :

. T *In Mo tana nonres'ldent tu'lt'lop is set. w‘lth reference to the- cost of instruction.. In Massachusetts 1
“and New Hampshire nonresident™tuition.is -indexed to the cost of educat'lon. There is po estab]jshed "
pol'lcy for determin'lng res‘ldent tu'ltion in these states. o _ v VA |
a B ;1—'..( - " 5 : e - vh.." . — — . "f:\
d .'_._ - . . . . . SR .
Th1rty of the states do not have an estab11shed po]1cy for: determ1n1ng tu1t1on._,-
<In most of these states ‘tuition is: determ1ned in"an ad hoc 'manner that might best . ... -
- be described as “incremental pricing.” By incremental pricing, we mean that current“
tuition:levels are adJusted upward in light of inflation," traditional ‘practices, . -
“enrgllment changes, state appropr1at1ons, and whatever other factors ‘are deemed -
.re]evant by the dec1s1on makers._ ' . , . = :
O . R
: Three of the states have estab11shed po]1c1es, hut use no particular formu]a
-, - to determine tuition.. In these states, there is a written'.and formally approved
. .statement of the factors’ to be cons1dered in determ1n1ng tuitdon levels, but no. -

'*h'spec1f1c formu]a is used.” - _ _ P ,y- _
Lo : : I

TR, VR

N

Seventeen states have estab11shed po]1c1es that 1ndex tu1t1on to a- spec1f1c .

- measure. Kentucky indexes tuition to.charges at comp able institutions inother ..
. .-states and I11inois uses the H1gher Education Price Index as the. 1ndex1ng tool.

‘In Montana nonres1dent tuition is referenced to cost of instruction. . (Cost of -
-~ instruction is defined as instruction. and academic support-costsg it' is- distinguished .

* from cost of education, which includes- these costs Ius 1nst1tut1ona1 support, stu~~'

'dent serv1ces, p]ant and other "educat1ona1" costs g

R ap
Y »'.," " .

- - i B «

The fourteen states ‘that 1ndex tu1t1on to the cost of educat1on represent an
increase since 1976, when the Washington State Council for Postsecondary Educat1on
. identified six state® that used this method {Council for ‘Postsecondary: Education.
January 1976) The six.states identified.in that study were; Colorado; Florida,
o Kansas, New Hampsh1re (nonres14ent tuition. on]y) 0regon‘andhhscons1n. To -these
are now added the states.of Arizona, Maine, New Jersey, Ohig,.Oklahoma, -Virginia, and.-
. Washington. : addition; the state of Massachusetts determ1nes nonres1dent tuition
.by indexing jt to educational costs a]though the state has no. estab11shed po]1cy
: for sett1ng res1dent student charges. . S : .
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Index1ng 1nsures that a: f1xed port1on of cost 1ncreases w111 be cdbered from i
".student sources. . This appeals to a number of constituencies: Leg1sTators may, 11ke
the fact that a. formu]a r setting tuition_passes along a“specified portion of :
e .annua] .cost, increases to the ‘'student. - The attraction for educators is that . increases
:;~_ in tuition. revenue:are gradual and planned rather than.sudden and in response. to
“ . short-term revenue shortfalls. In times of increasing fiscal constraints on state
glgovernment, indexing also may be viewed as a ‘method of "shielding" tuition from .
~ increases -as state support slows.. In ‘inflationary times, indexing may appealito . -

% . students and parents as we]] As Caro1 Van A]styne (Van A]styne 1977) has po1nted
Cfout: L ;. i |

_ Re]at1ng tu1t1on to. costs cou]d in effect put a ce111ng on the
..~ .share that students and their families are expected to bear because,’
o in inflationgry times, tuition -shares of costs have often increased
A .. 'more_than proport1onate1y as- other sourCes of support have ‘lagged

P (p. 76) - | |

._\.‘

" Considerations in-Establishing Indexing Formulas .

‘ Index1ng tu1t1on to the cost of educat1on 1s a stra1ghtforward techn1ca11y i
~ objective process: The- cost"of education is determined according to set accounting
-~ - practices; and-the student is charged-a set percentage of this-cost. ‘Developing—: --—
 the policy, however, requires making.a number of subjective decisions.” The follow-
\ -2 -ing discussion examine$ some of the- quest1ons that must be addressed in order to
Ay ._;1n1t1ate an, 1ndex1nglsystem. :

o

“What eTements should be 1nc1uded -in the computat1on of ‘the cost of educat1on -
.or 1nstruct1on? Cost 'of .instruction computations.usually include on-campus instruc- . T
. tion, plus a percentage. of academic support.costs. Cpst of education is a broader
_ ‘term that also includes all or major pertions.of student service: expend1tures, _
. 1nst1tutiona1 support, and plant’ maJntenance expenses. Expenditures for, capital
g1mprovements, research, public service, -off-campus 1nstruct1on and auxiliary ey
- enterpr1ses are usua]]y excluded from both definitions. Most. states that use.the ﬂ-u\:'
. . ~indexing method relate tuition to the cost .of education with the Justification -
.« that the additional costs do support 1nstruct1on and, 1ndeed that the education -
o ’;be1ng "purchased“ 1nc1udes these costs ’ P . :

-

N ShouTd costs’ be determ1ned at a11 1nst1tut10ns’ In other words, are cost
_studies necessary at'all institutions? The answer to this quest1on isprobably
not. Above all cost determinations should be parsimonious:’ Smaller colleges -
usually lack the technical resources and expert1se necessany to carry out the
* studies. As a result, a-fairly common practice is .to require maJor universities
" to complete the cost studies and tuition at smaller institutions"is then’ scaled
. to’some percentage of the ,resulting university tuition. -Some states may want to-
<+ -, avoid cost studies. a]together and use: some measure, such as authorized budget
. _.f1gures, wh1ch is- Iess accutate but a]so much 1ess expens1ve to ca]cu]ate..

- ~

-y
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,ﬂ7471-";Thé-sﬁrVéy also ‘aSked the SHEEQs 'if their state was considering a change in.- . . -
" the:current-policy and if:so what was being.considered.as an aiternafive policy. . S

. These results are. shown in table 3. Most states are not now cohsidering a.change: - -

) -';-1n.theirituitioﬁ“settingﬁprocessi'?Ofgthe 121states‘thaf“are:coqsiderihg’atchahge, L
- indexing tyition to-educational costs was listed by five states‘as.the aktesnative - = -

policy under consideration.. - O S o
B e v — = — — e
E ,. SRR . Table3
> X C L . y : s ‘ ; v“ . . ";. ." P
Isyour. st'a.te/: considering a change in the poliCy or procedures used to determine tuition: '
. . L - . . - , o _':‘,. 7 - v .‘: .l . ."-: T
I Yes: 12 states .. Na: 38 states IR R
- IS TR ! RS A SN S
71 What is being considered as an alternative policy or procedure? S
Indexed to cost of education: - - 5 (Georgia, Passachusetts (resi-:
o 1 e o SUEE dent tuition), Minnesota,
vy o S N .. Mississippi, Missouri) ..~
' x S - :Indexed to charges at comparable institutions: .~ 1 (Montana) '’
% . | . Many alternatives-are:being considered at this time: 6 (Colqgrado, Idaho, Kentucky,
oA : e SR BT .. ‘Texas, West Virginia, Hawaii)’
P
S \

SRV R | oL :‘, L : - IS
4% . MAppeal of the Index to Cost.of Education Method -
LS R U T R . - e
‘ Théﬂgurvey gesu]ts‘gutlined in the previous sectiof. indicated that, CEE
~ .. increasiygly, states are adopting indexing to cost of education as an established ' -~
\-  * policy fgn determining tuition. ,Sevgra1teXp1anations,for';hisftrend are possible. -

© .-Most’

izes tuitigp: policy. In states that do not -have established policies for determifi-
~ing-tuitio@kthere‘is-JittTe justification for why student charges are what ‘they ..
. -are. A state's adoption of an indexing policy and, even more importantly, the
ﬂspecificatib@-of the percentages to-be used provides an explicit -declaration of

. -

¥ .

vious is the fact that relating tuition.to educational costs rational-

what pOrtioﬁ@of educational. costs the student is expected to assumie. -

h -
cl

' "xprés;fbg tuition as a sharé'of;éducationaiicosts aTso creates aftightenk'
.1ink betweenjjtuition and overall state support. The policy is 1ikely to be
" legislativel§; determined, . and the tuition received i$ likely to be considered

g . state:inCth§gathefrthan institutional income.  The concepts involved in the use:
.- of a formulazito determine tuition are consistent with those used. in formula- .

. budgeting-t@ﬁéstqb?ishustate'abpropriations-in_many;states.i*Lndeed;-mOSt“stateS'f-fj -
. that index;tﬂjtion,toﬂequcqtion'costs,also use ‘formula budgeting.”. = STk
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'Tevel? Because of the difficulty of allocating costs by level mqst states seem .
to ﬁave decided not to compute the. cost. d1fferences by Ievels : v

3 . N L B . . o 1
L R . ) : N -
T . L . o - . . .
Sl W LS .
'

A re]ated quest1on 1s, shou]d +the cost of educat1on be computed by student |

B what percentage of costs should’ be;passed on to students in_the form of _;a"'

J';f';tu1t1on? In 1973 the Carnegie Commission for Higher Education recommended that
" “tuition be ‘increased to.-équal one-third. of educational costs’ (Carnegie Commission -

for Higher Education 1973, p. 10).+ In that same year, the Comittee -for gconomic

. *, Development .(Cormittee’ for €conomic Development 1973, p. 69) recommended that one- <
 half of educational costs be passed on to students. For the most part, it appears

that these recommeéndations ave had Tittle-national &ffect. There. is no evidence

- that any state charges e ‘than one-third of educational costs. fﬂ’1ts resident.

students. A recent studf by the Western Interstate Commission for Higher Education .

T".(WICHE 1930) revealed that "tujtion irthe four western states with established-.

indexing policies ranges from:20 to 25 percent of costs, for- Fesident undergraduates“

(p. 10). " The Washington State Council. for Postsecondary Education (Washington State .
LCouncit for Postsecondary “Education. May 1976), when establishing the indexing po]1cy

currently used in that state, wrote that, "in no 'case have we found a def1n1tmve, -

- .uniformly. accepted ph1losoph1c basis 1nd1cat1ng the. proportion.of total costs. . . .
. which should be borné by- the stiident .or the taxpayer™ (p. 40). -Even where® ‘attempts.
are made to base charges on such pr1nc1p1es techn1ca1 probTems comp11cate the

' effort, as MacDona]d p01nts out: , :

B . _ Lo
"(* - The rat1onaJe for tu1t1on charges at i pub11c 1nst1tution is. often L

- based on-the argument that individuals should pay for the portion of the oo
'benef1ts that accrué to each personally, while the public should pay for .
: that\port1on which contributes to the social benefit of all However o

" the art of def1n1ng, measuring, and allocatifg these benefits is o

. very” advanced, ‘given the complex-natlire of the pPoducts of education L
: endeavon, it is un11ke1y to ever be very prec1se (MacDona]d 1977, p. N

'IL.-—-\_Add1t1ona11y, a]] 1nvo]ved ih the process shoqu recogn1ze that a]though the

use of ‘an index relating tuition to.a percentage of costs produdes a un1form, and-
presumab]y reasonab]e, standard for annual or biennial tuition increases, those
increases are likely to be reviewed and cha]]enged by affected parties each year.

.‘ States (Floridaand Washington,. for example) have sometimes. lowered::the dollar
.amount .of tuition increases even- when they were' generated by use of an educat1ona1

cost index. In Wash1ngton, the formula specifies that students be’ charged 25 pers - -

. cent of.éducational, costs, but in the last legislative session tuition was. estab- -
Tished at a do]]ar figure that amounted to 18 percent of ca]cu1ated costs

Shou]d the percentages charged vary by student Ievel? A]though conduct1ng

costs studies to yield data by student Tevel is a technical prob]em, d1fferent1at1ng
- the actual percentages to be’ charged by.level is a-phildsophical one. .In H1gher
" Education: Who Pays? ' Who Benefits? . Who Should Pay?, the Carnegie Commission T .
- '{Carnegie .Commission 1973) recommended that. Ttuition shou]d be more nearly pro- - ~>

port1ona1 tofcosts, rather than regressive as aga1nst‘students.at the lower IeVels

“fp. 12)." The Commission thus urged that graduate students be charged the ‘same per- j,
\;_1centage of costs as undergraduates But because graduate 1nstruct1ona1 costs are
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52 f- greater, they recommended that the- amount of tu1t1on graduate students pay should :%;:ﬂg.f

." be-higher. This seems_.to be a position most policy makers embrace, but one which,
13 noted before, " is d1ff1cu1t 'to implement because of the difficulty in separating
o undergraduate educationa]costs from graduate costs. Instead, some states have"
- ’{srmply‘adopted a policy of  determining undergraduate tuition and then-charging
graduate-students at a specified, higher rate.- Colorado, for examp]e, sets

« . graduate tuition at 105 percent: of undergraduate charges, and in Washington - f o

graduate students are charged 115 1percent of undergraduate tu1t10n The intent .
. .~ of the Carnegie Commission’s recomnendat1on1s fO]]OWGdJrlSUCh cases. even 1f the
recommended process is not . i
. The pract1ce of’ charg1ng d1fferent percentages of costs to upper and lower ‘.
-, division undergraduates is uncommon. The pressure to reduce the” percentage '
charged to lower division students could: 1ncrease, however, as institutions adopt
~ policies. to encourage adult. part1c1pat1on and to-increase the access of econom1ca11y
disadvantaged groups because these groups are espec1a11y responsive -to educational -
- charges. Available ev1dence suggests that costs per ‘student, by Tevel, do not -
... differ s1gn1f1cant1y across institutional types-(Johnson 1979) Therefore, a-
- uniform perceqpage of costs- app11e9fto different levels of undergraduate instruc-.

tion would result in.lower tuition for 1ower division students at both four;year
and- commun1ty tolTeges.

- Shou]d the percentage charged varxgby student res1dency? ~Based'on current
»pract1ce, the answer to this question is clearly yes. In almost all states, a
. whether -indexing is used or not, nenresident students have traditionally been-
_ charged: approximately 100 percent of the cost of education. Although this practice
. seems well entrenched, a pertod of increased. competition for students m1ght br1ng -
" " about some changes in this policy. Institutions, espec1a11y‘those -experiencing
" enroltment losses, may be inclined.to lower this percentage in order to attract
_-additional out-of-state students. CT®arly there is conflict between _the- des1re -
to charge nonresidents the full cost of educationand the desire to ma1nta1n
’ jcurrent enro]]ment Ievels and d1vers1ty 1n the student body

v ',-' Shou]d-the percentage charged varx,by type qf 1nst1tut1on’ A]though per stu-
"~ ".dent costs. by level of instructiongdo not differ significantly across institutional :
' types ‘(e.g., two-year, four-year,”university), thereis a differerice in the educa- ,
* - tional product being purchased. Thus, equity may not be served bycharginga uniform .

. percentage across all institutional types. Additionally, as certain institutions-.

lose enroliments; officials may try-to distribute students to those ‘jnstitutions.

by Iower1ng.tu1t1on. ‘Although previous attempts to ‘redistribute students through .
- such.adjustments -have: been’ notor&busly unsuccessful, po]1t1ca1 pressures.m1ght we]]
lead somé\states to try th1s app ach aga1n 1n ‘the: future.,

0 S U U S




ST U Implications. o e

« - . MAdoption of an:indexing system for setting tuition implies that certain = .~
Bt principles Will be better served through such a policy. Clearly;.state policy *
<... ... goals-should be-the starting point for determining the proportions to ‘be used L
. ““in-an #ndexing approach. - Student. accéss, support for graduate education, and .~ - - .-
. -diversity. of student bodies are all affected by tuition levels, and indexing ,

ts can be.on€.way in which state financial policy is = -

- tuition to educational cos ,

-made explicit. The percentages ~chosen. should reflect consideration of fundas ~w . '

‘mental policy issues, such as the relative benefits of higher education to both . .»

© - society and‘the;indiViduaI;asjﬁé11 as- the relative costs, including foregone . =~
A personal income. Current practice, however, rarely matches the. ideal. In most
.- states, the percentage of costs chosen iSfmore:]ikely-to'be_a'productfdfwhistorical., _
K ; patterns,.interState‘comparisons,*or £Urrent'charges;rather-than,of,clear;poTicy»'{* ;'

- Adoption of a poﬁi;y#thaﬁrSéts;fﬁition'by.USe of an index involves implicas .
~ tions for a number of different  constituencies with respect to Qlanhihg, budgeting
-and student enroliment: - ST o T T - U

: State Budgeting. As total enrollments stabitize while costs centinué to
increase, will state appropriations make up the -difference between tuition:-
-* income .and the requested budget?  Or, will there be continued pressurés to - e
_increase overall reventes from tuition? -As we noted, the usé‘of a constant.-. .
- percentage indexutofset,tuition_wi]]]assure.that~énnua1 incréases in- tuition - ..
. " will mot be.arbitrary. However, the!'same pressures that would-drive up T
e . ~tuition charges in the absenCe~ofj§,f0rmu1a, could also work to change.
" the formula to yield more revenue.  'An indexing arrangement could.be =~ . .
- undone -by ‘price increases that are unacceptable to’students_and politians. -
o ,We;have:already?seengseyeralusta;esjadOpt tuition -increases lower than those .
- generated by indexing formulas.: T ST ﬁi'fxgﬂ.
.  Institutional Autonomy. It appears that using an index reinforces
.i'theﬁnotion,that-guition-revenues.aré.State fgnds-eeither;géneral,revénUes-pr L
. offsets to appropriations. The“practical effect of this view is a reduction .
~in-institutional autoriomy. - ‘Indexing tends to curtail institutional control

" over the amount of money generated from tuition and also to decrease’budgetary
© -+ flexibility in the use of these revenues at-the campus tevel. - 7 7.0 - "

. - Cost Containment. Will higher education institutions be.able to_contain '
“theiy real dollar expenditures:in light of declining enrollments in.order to -
. stablize their. Der‘studenziﬁosts?LjElementary,and'SecondaryJSChoolsjhave,~."'
S . -been unable to.do,this; -higher-education, with its high fixed.costs, will - -~
o probably not.be able to:either. ‘Higher per student costs in an indexing" =~
C o . arrangement will ob¢iously result in increasing student charges.  If students. -
T are sufficiently sensitive. to price, these higher charges may put’ pressure on ..
e U < administrators. te contain cgsts. Cost containment, however, will require pro-
... grammatic and staffing cutbacks.as well.and these have not beer.edsy ¥ achieve
_o_jn.';the,-‘p'a's-t. - T Jeo e R : el RA ~
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3 Im'act on- Enro]]nent It s possrb]e that if tu1t1on is - 1ndexed to 'p} ‘f‘ﬁf?_
. : costs that are.rapidly 1ncreas1ng, the resu1t1ng tu1t1on 1ncreases may con-~ L
-~ ”"/' tr1bute to enro11ment dec11nes. N _1 _ B o R
‘ '”li:‘ “Gost Study Requ1rements. If states requ1re extensilﬁ documentatnon,ﬂ‘Lﬁg'?f7;§j
. adm1ntstrators wiltl be burdened with the need to conduct’ annua] studies tox .fffi=;

.deternnne per student instructional: or educational costs. “As part; of th1s

.progess,:_they may be called upon to justify orexplain differences among . 'r-f:

. institutions. . Th1s wo(ld serve to po]1t1c1ze the process rathernthan to.- o
L “rationalize: it.. =¢.:,, : _ SRS : BT
~—~~_——_-4,_-, s_.__,_,h___4~ » . e 5 - e o R N N
SRR - Cost Behav1or. Regard]ess the procedures used, budget off1c1als f; :

_ shou]d"be cognizant of the -fact that-the behav1or of .costs usudlly results: - ‘5
I .- in what we earlier, called incremental -pricing even in’ states ‘that, set. g e
- . -tuition as a percentage of educational: costs.- Because osts: are eSSent1a1]y (ET
‘a function of the doilars ava11ab1e to an- 1nst1tut1on “ahy.-given year,
-and because annual -chdnges-in ediicational costs tend 0 result from-marginal -
_add1t1ons, tuition thanges generated byfbrmu]a dr1venc9mputat1ons turn.out’_
e in: the end to be 1ncreﬁenta1 too. LR SR 4
f‘. N - . i . . e . o, - _)_.-.‘3,. %
L Egu1tx. If cost1ng is to be used as a bas1s for sett1ng tu1t1on rates, .I; f\;
_s_ =~ how is equity. for students$ at different institutions - towe: ach1eved° To - -
.- set tuition at 25 percent of costs at. one class .of ins 1tutﬂbns @and 20 per- ,
) cent "of costs at. another class for.the purpose- of crea§1ng price- d1fferencés _-" 1
. is to treat one group -of students’ unequal] based on-their. enroTlment.prefer- .
-ences.’ .Pol1cy§makers shou]d address these quest1ons openiy 1n enac%1ng such
po]1c1es._, 2 o S : LTI o_; s u~:: §

s-' “

Y

. Access T fse’ cons1derat1ons a]so bear heav11y on 1ssﬂes_re1at1ng to e
e " access. for the cononicalty d1sadvantaged adult students, and- those g f;?- T
'1'4.*_ trad1t1ona1 students. ‘whose attendance patterns-are 1nf1uenced more. by;pr1ce Lt
.+ “than by. curricula or Se1e9t1v1ty *Unless financial aid-is adjusted = : ?7:';
e 'f. according1y, ‘these students may. be: deterred from enro]11ng at higher-priced -
L _.campuses, whichmight -impede efforts by those schools: t§ 1ncrease—the1r enrollr
'..j~;l, ment of m1nor1t1és, adu]ts and other affected c]asses.,- L 3 qvun,:
e To summar1ze, the»use of a tu1tion 1ndex shoqu be t1ed to a f1rm educat1ondT
... .and social’ po]1cy - The simp]1c1ty of using-a “tuition formutla is ¥1lusory,. because °
it encompasses a .wide range of -issues and principles.. State policy makers need.. toy -.g.
‘move beyond the view of " tu1t1on\s§tt1ng “#s.only a fiscal matter tg address “some. of -

‘these -issues. - If-a tuition- index results from-a careful ‘discussion of its broad. vaf
. ,mmp11catnons for ‘finance. and access,: then it -can. become a. h13h1y appropr1ate veh:e]e
R for 1mp1ement1ng.state po]1cy ft;-_ 3 _ e . e
‘e o . ) . 8 Ce '
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N oo .74 . state Policies for Determining Tuition ... . . . -

- S . o DPeochi 1;or R o T R ﬁ o :
: . i Detérmining 4 - - - Considerifig .-
‘es, It is

- _state Tuitiop Levels? .a Change? . _'If Yes,. to What? .-
,A]abqﬁa I No_‘_;' - e Mo ) e
Maska’ . No e R R G,

© Arizoma 0 iVes T Indexed to cost: o L = T
L L Arkemsas . M e e R "  }f_' am
CCaliformias 0 N ;T . el Mo o e
. . ~ . ST LR s ’ T L -“- . v
Colorado - Yes © " Indexed tocost .- = -Yes . - Many alternatives are being -
CLT ~ - of education - - *™dhsidered at this,time,
2 . S especially a voucher system.

. Commecticut % No . : - No_i S -
. l)_e]awqi'el'__ N, - Moo o .“".

Florida~ ~ Yes  Indexed fo cost .  No e
- , C - of gducatiop] - ' ' L

e Georgla .- N e . Yes . ' Indexed to cost.of education
oL T o o A .o or instruction.

o Hawaii. .~ . No . . 7 .= . Yes , Many alternatives-are being* -

. e e considered at this time,

N e I : Gl L - T especially indexed to
cost of instruction..:

" Idaho et N0 - e + < Yes * ~  Many alternatives are being
' _ . R T _ considered at this time.

*  Ilinois : Yes ~.©  Indexed to higher . .No B S

: . ' education price oL )

_ index =~ - C ‘

- . Indjama " . ‘. No - - Coem No, . S

Tolow .7 Yes - Specified o Mo - o0 oes 0 gl
' <. . roe 0 cconsiderations” . - o . : .
- . Kamsas © . Yes < Indexed to cost =~ No N
o B B © . .of education - S L e o
_ Kentucky - "' Yes' . - Indexed té charges  Yes . © Many alternatives are being
St v e ... -at ‘comparable I ~ - . considered-at this time.
institutions : o N :

Maine . Yes " Indexed toocb_st_- CONGL L
' e Lo of education P
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. Stite

fstablished

Tuition Leve]s?

Policy for
' Determining

" Considering

-,

“t

o Maryland
Massachusetts
™ Resident

Nonresident
" -Michigan
* - H‘innesota
" Mississippi -
- Missouri

" Montana .
Resident

Nonresident

T 7 Nebraska .
~ Nevada ‘.
"Resident .

.- Nonresident

E NeW»Jersey-‘

" NewrMexico_' '
New York |
: Nortn Carolina
North Dakota:
.,. " ohio.
'Okiahomo
- Oregon " '

Pennsylvania

ﬁhode'lslond

South Carolina

New Hampshire = -

If Yes, It Is .
N -
No . ) .--,

Yes”
. of education

No, . T e

No. S

SN e
Yes -

‘N -
N e e

No . -
" Yes ..

Indexed to cost
- of education -

Xes

“No. -
TN . =7

"No -

No . --

Yes - Indexed to cost
S " of education 4
Yes Indexed to-cost -
) of education
Indexed to cost:
. of -education-

Yes.
No i .. -

Specified

Yes
C considerations

,::aNo . -

Indexed to cost ’

-

a.Change? -

Oy

T,

Indexed to-cost '
of education - -

" Referenced to'cost
of instruction .

- No

° Yes . e
No-*
" No
Yes
“"Yes

“Yes

Yes

Mo
No .
. ‘.NO

No

No -~

© Indexed to cost of education.

" f Yes, to What?

. Indexedﬂto_cost of»education.

-
~

. : 4 ’
Indexed to cost of education.,

Tndexed to_cost of education.
' 3

_Indexed to charqes at comparable

institutions.

e e e o o o e o e

N -




o . . 5
\ ’ Established R o D 5

. .- Policy for = .l w S .
SR T .+, 7%  .Determining .. S Considering - .. , o
‘ fa . _State | Tuition Levels? If Yes; It Is _.a Change? - - ' If Yes, to What? °

Cosauth Dakota <Moo =S T M T e e

\ T . : -

. Tennessee = . ~ No . L e [ Y / -
: _Tex&s L Ne T T - % Yes Many alternatives are eing
s B o - o R .77 ’considered at this tige. -

o o o : - considerations” . e o
S 7 Vermont . ; 'f{\ S . Mo : e e
AR . o ofeducatjon o .. - . . : :
"+ Mashington - . Y&  Indexedtocost ° Mol - .. LRI
e T A I "~ of education - .~ ' :

R

s

" . -West Virginig ST N e e .. ‘Yes - Many alternitives are being N
Ve s o _ L _ considered at this time.
_ . r M¥sconsin © . - Yes - . Indexed to cost . No vl I 1o

.. . ..

© 7" Whis polfcy was established n 1975 but has not always beén followed. Tuition.and fee levels . -
' in Florida have remained the same for the past few years. - == = *° * ST e

N 2o ~s’ps:’zc:'fs‘i'c formu1a1s used.. Rather . there is a written and formally apprb_ved policy statement

e o which_specifies considerations.to be made in adjustment of .tuition.

ol : - “31n Missouri the tu%f;l'bﬁ' Tevels are established by the. ‘governing boards. The._cobrdiria'*ti_ng board,
L : through the appropriation process, is encouranging tuition be-indexed to cost of education. -

~

R - :'4_.1__ri._j_0hio ‘the tu‘lt“lﬁn-]evﬂ s are es_tab]‘lshed: 'byllthe"govern"lng boards. . In the appropriations
o . process, however, a tuition figure indexed to educational costs is calculated and is generally
“ :’adopted by the imstitutions, =~ .= .~ Co e e oL

> . : ) .
C- . . : ) - . X . . X .




L oo . .7 Questionnaire '
L o S ’ STATE PDLICIES FOR - DETER”INING TUITION

T The tuition po‘licy described below shou'ld be app'licab‘le to all’ public four-year institutions in your state S
1f, however, there are significant policy differences within the state (e.g., a university Systeln and a state -
co‘l'lege systen). please comp‘lete additiona‘l forms. as required '

Please use the’ fo'l'lowing definitions when comp'leting this form: T ! \‘* -
TU.ZTIGN- thc bcnc canprchcmwe atudcnt ahargc uaed along with state appmpmtwns cmd o:"her : . :
» | wmestricted institutional receipts, ‘to fid activities relating to student inmstruction.” *= - oo ~
o These activities could include instructiom, academic suppert,. admmstmtwn, student sennces, . "
oL . and plant “operation. ncaechm'geamayarmnotbebwmasmtwnmd in gsome states,
ST o m general find revenuss. Other designations might include educationai fee, incidental fee, .
' regqistration fee, or instructional fee. Reyuired fees assessed far specv.fw purpoaes (e.g., : T '
health, athletics, bond retmnt) are not mcluded. _ ' o

ESTABLISEED POLICY-' nthcr fomaZZy appraved or a traditiomal practwe such that the efj‘ect is the some.
If you have any questions. p'Iease contact Dennis Vieh‘land or Norman Kaufman at (303) 497 0223 or 0221

.. state - o Institutions inc'luded AN public four-year institutions R

~ - e

___ Other : T

. Does ‘your state"have an estab'lished po‘licy for determining tuition ‘Ieve‘ls?

YeS' - Forma'l]y approved Traditiona'l practice : (P‘Iease answer Za)

—__No (P'Iease answer 2b) . _ _ C T
2a. IFYES, is itz . o - 1 T T
Indexed 1o% _ o .. - Other method} please describe: - -] P
- o Consuner price index : o . T T
;e Higher education price index - - . L : o ',L'. . L N oo

¢ - _'__Cost of_instruction (instructional - . S IR ' R

L o . and academic support costs). - . T, . i - i - o L A
SR ‘ A " Cost of education (instructional =~ = — - . '_ . . 4
. a7 777 costs plus administration, student = .C T o ST T

'services, plant and other "educa-
tional" costs)

o, - _' . Charges at comparab‘le institutions _

2

) . - If No, can. your state’s procedures be described as "ad hoc," that is, no speci’fic formu'la is used. as -

co , " described #n 2a. Rather, charges are adjusted each year ‘after conSidering . number of factors.such -

Lo as. state appropriations. enro’l‘lment changes, etc.: Co s - o N ST
Yes - No, p'Iease describe brief'ly* L S o e R Lt '

3a._" Is your' state'*conside'ring a.cnange in the policy or procedures -cu*rent'ly‘ used to determine tuition: . .
Yes . No- N ’ e : o ' -

o — —— v o

-, 3b. If YES, what is being,gonsidered as’ an a’itirnative po'Iicy or: procedure. N ' 2
\-' roy _ Indexed to:. - xii S Other method, p'lease describe
- Consuner price- i} : :
' ' Higher qducation price index : .
s ___Cost of instruction‘ oo . e
S T L Cost of education T _— _ . S e
. Charges at comparab'le institutions . v";_“_‘__'Han,y u'lterniti_ves"are_ Jyeing c'onsidered ot:__this t_in_e?'_':féf,, )

v . L : ~_,.~,"_‘~ r;:',.‘

“

)

& - - - . - -

’Person comp'leting this questionnaire and order form for Tuition and Fees in Pub‘lic Higher Education in the Hest
~ Practices, TrendsLPo'lic_y Considerations. A ) ; ..

Name: -~ . s L - Position- ' .
. -Agency: - - ‘1 T . S — . Phone: __ . . to
© Address: - - I SEREE . A
oo . o (Street/ifo BOX. City, Sta& 2p Code) i n o

S 'h'nwn:row




S S . T Questionnaire :
R o S ’ STATE PDLICIES FOR- DETERHINING TUITION

T The tuition po‘licy described below shou'ld be app‘licab‘le to all’ public four-year institutions in your state -
1f, however, there are significant policy differences within the state (e.g., a university s,ystem and a state -
co‘l'lege systen). please comp‘lete additiona‘l forms. as required '
.Please use the: fo'l'lowing definitions when comp'leting this form: . ) S0 8
TU.ZTIGN- thc bcnc canprchcmwe atudcnt ahargc uaed along with state appmpmtwna cmd o:"her o
s | wwestricted institutiondl receipts, -to find activities relating to student instruction.” “n - o
e These activities could include instructiom, academic suppert,. admmstmtwn, student sennces, . Y
o . and plant “operation. ‘These charges may or may not be known as tuition and, in scme states,
.. m general find revenues. Other designations might include educatwnaffee, tneidental fee, .
" regisiration fee, or instructional fee. Requz.red fees assessed far specv.fw purpoaes (e.g., :
health, athlctws, bond retmnt) are not mcluded. _

ESTABLISEED POLICY-' nthcr fomaZZy appravad or a tradch\.omz practwe such that the efj‘ect is the some.
If you have any questions. p'lease contact Dennis Vieh‘land or Norman Kaufman at (303) 497 0223 or 0221

%
- State . o Institutions inc'luded —_ A1 public four-year institutions o '
. . ~ - C e ,_“ . . : ) ) 0ther ) ] -
, . Does ‘your state"have an estab'lished po‘licy for determining tuition ‘Ieve‘ls? . '
' L Yes' - Forma'l]y approved Traditiona'l practice : (P‘Iease answer Za)
___No (P'Iease answer 2b) _
, 2a. IFYES, dsdt. . ¢ . .ot T T
S _ Indexed 1ot _ .. .- Other method} please describe: - - S %
s - o Consuner price index - o . S v T \
e T Higher education price index ~ - . : IR ' o
' ¢ " Cost of_instruction (instructional - R S
Do .. and academic support costs). - . . . o " , R L .
B ~ e cost of education (instructional < T . . :
© . v - T costs plus administration, student ST
Tyt T cservices, plant and other "educa- - : o
o . . tional" costs) . e
S . ___. Charges at comparab‘le institutions _ N _ :
- 2. - If No, can your state’s procedures be described as "ad hoc," that is, no speci’fic formu'la is used. as
\ , " described #n 2a. Rather,“charges are adjusted each year after conSidering a number of factors, such o
, as state appropriations. enro’l‘lment changes, etc. - B . _ _ SN
. Yes . No, p'lease describe brief'ly~ T o T o f-..- o '
EDS - ._“ ] . . . , . . e T : ,l .. . . .- o - .
.3a._' VI's your’ state*conside‘ring a‘chan‘ge in the policy or procedures -cu*rent'ly used to determine tuition: . . .

: Yes ) 'NO' \. L o 4 ) i N
\ . 3b. If YES, what is being,gonsidered as’ an a’itirnative po'licy or: procedure. 2

¢
-

Cy . Indexed to:. Other method, p'lease describe
- Consuner pric ndex : .
' ' Higher education price index : B
+ a ___Cost of instruction oo a . _
) . Cost of education )

Charges at comparab'le institutions _

& - - . - -

’Person comp'leting this questionnaire and order form for Tuition and Fees in Pub‘lic Higher Education in the Hest
~ Practices, TrendsLPo'lic_y Considerations. A ) ; ..

Name: -~ s L T Position

; -Agency: B ’ M L ‘1 . .' - L — ‘Phone: : Lo

© Address: - - - I SEREN R
. i ® (Street/FO Box. City, StatE Zip Code) i K T

A S '.'mmnow -




