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ADDENDUM No. 1

The data presented in Tables I through VIII and Figures 2 through 4 are correct in showing past trends in higher educa-

tion costs in Virginia, except for the fact that it has been the practice of SCHEV to use total FTE enrollments in cal-

culating per student quantities; whereas the GF appropriation is for in-state enrollment only. In the preparation of

Table VIII, an in-state enrollment of 70% of total enrollment together with an E&G cost per FTE of $3,697 was used to give

a general fund appropriation of $384 million for in-state students. This is no longer the correct allocation of funds.

The program of requiring out-of-state students to pay tuition and fees at least equal to 100% of E&G costs is now essen-

tially in place. Thus the 1995 GF E&G appropriation of $549 million should have been divided by the in-state student

enrollment (103,965 used) to give an E&G of $5,281 per FTE. This is 43% higher than the $3,697 that was obtained by

using the total (both in-state and out-of-state) enrollment with the $549 million appropriation. The $5,281 GF appropria-

tion per in-state FTE is correct.

Table IX extends actual data for the 1995 fiscal year. The GF appropriation is allocatai to the 115,188 in-state enroll-

ment. The same escalations are employed as were used in Tables VII and VIII (0.8% growth rate in enrollment and 2.75%

escalation per year per FTE in total in-state E&G costs).

In reviewing the data, we find that since the out-of-state tuition and fees now averages 130% of actual costs, that the

total NGF income from this source is $405 million, exceeding costs by $93.4 million.

TABLE IX
Estimated General Fund Requirements For Four-Year Institutions

(Assuming 0.8% Growth and 2.75% Growth in GF Appropriation per In-State FTE)

Fiscal Total FTE 78% In-State General Fund GF E&G per NGF & E&G Total in-State %GF
Year Enrollment Appropriation In-State FTE per FTE E&H per FTE

19.9.6:: .10.;310:: , .115388 ..458?Milii00...'s ...$5;143',..... :. . ,..,.....

1997 148,488

.. 1998 9;670i'

1999 1 50,874
. . .. .

"..2066:::. ..452;641,
-,

2001 153,297

2002 154,524

2003 155,760

2004 157,006

2005 158,262

115,821 $623

' ,,116,748: '46.60

1 17,682 $698

148,623:: -.: :-: P3$.

119,572 $779

120,529 $822

121,493 $867

122,465 $914

123,444 $962

$5,380

i $5;654'::

$5,935

$4,582

-4:A??;.

$9,962 54.0

$4,582
,.-.

$6,224 . "$4582 .,..... .,,, ..

$6,521

$6,826

$7,140

$7,462

$7,793

Notes. 1. 100% of GF for in-state only
2. 1996 are actual numbers
3. GF budget increase 1996 - 1997: 5.7%

2002 - 2003: 5.6%
4. NGF (Tuition) fees for in-state enrollment held at present level
5. Approximately 7 years are required to reach 60/40 GF/NGF ratio

$10,517 56.4

$4,582 $11,103 58.7

$4,582 $11,408 59.8

$4,582 $11,722 60.9

$4,582 $12,044 62.9

$4,582 $12,375 63.0
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INTRODUCTION

The people of Virginia through their legislative representatives have followed a positive
program of supporting higher education since the Colonial period. Recognizing that
the role of higher education was rapidly changing in the post-World War II era, the

General Assembly created the State Council of Higher Education for Virginia (SCHEV) in
1956. The council's purpose was "to promote the development of an educationally and eco-
nomically sound, vigorous, progressive, and coordinated system of higher education," a mis-
sion that remains an essential part of SCHEV's role.

As has been noted by others, Virginia is fortunate in that its institutions operate under
separate governing boards. In the four decades since SCHEV was founded, the innovation
fostered by this structure has proven beneficial to the state and nation. There are many
noteworthy examples, among them the excellent reputation of James Madison University as
a teaching institution, and the Higher Education Equipment Trust Fund as a vehicle to
acquire equipment.

Nevertheless, there remains concern about the operation of our institutions of higher
learning. These concerns span a variety of issues, including rising costs, the role of the
Virginia Community College System (VCCS), the allocation of resources to teaching and
research activities, and the role of tenure in hiring and promoting faculty members.

The cost and quality of higher education are no longer simply the concern of parents
with college-bound children. Society in general has raised many questions about the quality
of the nation's higher education system. The subject has been examined in local and
national periodicals, the CBS television program 60 Minutes (February 26, 1995), and
national and state legislatures, including the 1995 session of the Virginia General Assembly.
Some believe that education is no longer the primary goal of many college and uni, <.rsity
administrators. Others speak of "bottoms up" administration, where faculty groups set too
much policy. There is also speculation that funds appropriated for academic purposes are
being diverted to uses such as "research support." Classes once taught by tenured faculty
members are now often the responsibility of teaching assistants, who have limited experience
in both subject matter and effective communication with students. Auditorium-size classes
are also becoming more common, even though, until recently, state funding and faculty
positions were allocated on the basis of a "normal" class size.

For the past year, members of the Chichester Commission have had the unique and wel-
come opportunity to examine these and other issues regarding higher education in Virginia.
We have met many talented and dedicated professionals who shared their perspectives about
the challenges that need to be addressed as the 21st century approaches. We have also
learned much about the fascinating work that takes place in our institutions of higher learn-
ing, as well as the funding, operational, and organizational mechanisms that support teach-
ing and research.

Virginia has always prided itself on its higher education system; the abundance and
diversity of talent, resources, and innovative ideas have placed the state among the nation's
leaders in higher education. From the smallest private college to the large publicly support-



ed research universities, Virginia's institutions have flourished through the vision of their
leaders and the independence of their operating structures, a system that we wholeheartedly
wish to see preserved. In recent years, however, many have come to believe that Virginia has
"fallen behind" other states in terms of quality and certainly behind in commitment and
support to higher education. If the state is to regain its position of leadership, several criti-
cal issues need to be immediately addressed. Most, if not all, members of this commission
would now agree that these issues include:

Many institutions of higher education need to reexamine their mission of teaching.

A strong system of higher education is a critical component for the future economic

well being of the state.

The cuts that have made to higher education finding over the past five years have
been excessive and not in the best long-term interests of the state.

The escalation of tuition costs during the past five years have been excessive; the costs

are currently too high.

While many learned papers and reports related to these and other subjects have been
available to the Chichester Commission, we feel that it is worthwhile to present a special
perspective and analysis of these matters. Through the consideration and implementation of
the proposals outlined below, it is thought that Virginia will be able to return to a position
of aggressive leadership in higher educationa position vital to the future of the
Commonwealth.

2



REFOCUSING THE INSTITUTIONAL CULTURE

THE COMMITMENT TO TEACHING

The keystone of refocusing our higher education system should be to make teaching a
central institutional concern, particularly at the undergraduate level. There should
also be a clear linkage berween a faculty member's scholarship and his/her teaching

responsibilities. A 1991 study conducted for SCHEV by VCU's Survey Research
Laboratory asked full-time faculty members at Virginia's public doctoral, comprehensive,
and two-year institutions to describe how they allocate their professional time among cer-
tain activities. Respondents were also asked to indicate whether they would prefer to spend
more, fewer, or the same amount of hours in each activity The results showed that three

quarters of the respondents would prefer to spend more time conducting research; a smaller,

yet significant percentages wanted to spend time directly supervising students (i.e., thesis,

dissertation, and independent study), and preparing new courses. Less than a quarter in any
category wanted to spend more time advising students, and a minute percentage wanted
more classroom timea surprising finding given that many outstanding academic programs
are found in non-research institutions, which were included in the study. In addition, most
respondents saw little conflict between teaching and research as they felt that students bene-
fit directly from a professor's scholarly work.

These results are disturbing. Certainly, faculty members have a professional obligation
to stay current with and contribute to their respective disciplines. Scholarly activity such as

laboratory and field research, journal publication, and conference activity benefits society as
a whole, and lends well-earned prestige to the institutions, and the state. And there is no
doubt that well-funded research programs have helped Virginia's colleges and universities
grow both in size and prestige. However, we fear that the quest for research dollars may
compromise the mission of teaching undergraduate students. As noted by the Commission
on the University of the 21st Century:

Research can overshadow teaching, often to the detriment of
undergraduate education...we do not believe it to be self-evident that
good research and scholarship lead necessarily to good teaching.

The commitment to teaching must begin with the institution itself. Two thirds of the
respondents in the VCU study said that the lack of institutional support was the major
impediment to allocating their time properly; over 40% cited that the institution's reward
structure, one third cited the institution's mission as the cause (respondents could choose
more than one reason). Therefore, it is up to each institution to communicate, reinforce,
and reward teaching as its primary mission. This focus, already firmly established in the
VCCS and in many of the state's smaller four-year schools, should become an integral part
of the institutional culture of all colleges and universities, regardless of size. Every reason-
able effort should be made to ensure that this process has the participation of faculty mem-
bers, and that a reasonable, productive balance between teaching and research is established.

3
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This renewed emphasis on teaching should in no way denigrate research and scholar-
ship. After all, the very foundation of teaching is scholarship, as each teacher must carefully
design each course he or she teaches which requires research and hard effort. Certainly, our
community colleges and four-year colleges already are heavily emphasizing teaching.

FACULTY RECRUITING AND RETENTION

Rrefocusing institutional culture also dictates a fresh look at how faculty members are
hired and promoted. The 21st Century Commission has already identified several
ecommendations, such as ensuring that salary increases reflect "genuine merit" in an

individual's responsibilities, including teaching and research. These recommendations
should be strongly endorsed. Teaching faculty particularly those who teach undergraduate
students, should be hired and promoted primarily for their talents and accomplishments
as teachers, not researchers.

Tenure has long served the need of academic institutions to recognize and retain out-
standing scholars. If we are to make teaching a central focus, however, the award of tenure
should likewise reflect accomplishments in the classroom. The benefit of giving lifetime
contracts to individuals should be the infinite value of knowledge that will be passed on to
generations of students, not the amount of dollars that will support a research activity for a
period of time. It could also be argued that, at certain levels, tenure should be for a limited
time, requiring those faculty members to continually justify their standing through contin-
ued merit and achievement.

It is recommended that institutions with the guidance and coordination of SCHEV
re-examine the method of achieving tenure, especially at the undergraduate level.
Teaching should be a higher priority than research and publishing. Indeed, tenure should
be awarded on the basis of good teaching alone. The old adage of "publish or perish" should
be exchanged for "teach well or perish." We should re-examine lifetime tenure for faculty on a
set time period of every ten years. "Grandfathering" could ease the transition. Salary increases
should be tied to periodic evaluations.

Tenure should not be abandoned. It is a valued peer recognition of faculty and akin to a
form of ownership. The recommendation is that it be improved upon and utilized as a valuable
tool.

MINIMIZE DUPLICATION AND ENCOURAGE EFFICIENCY

We should think of higher education in Virginia not as simply a number of out-
standing, competing institutions, but as an interrelated system, operating indepen-
dently and cooperatively under the guidance of SCHEV. Some institutions try to

be all things to all people, supporting disciplines and programs that serve only a limited
number of students. Certainly, a comprehensive university should offer a breadth or educa-
tional opportunities to students. There may also be legitimate regional needs for certain
programs. However, our schools and students would be best served by concentrating mar-
ginally productive disciplines and their associated resources at a smaller number of
schools. This recommendation should in no way restrict access to the subject area. While
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certain disciplines should be offered when geographic disparity is an issue, schools without
a particular academic program could continue to offer classes through the use of interactive
telecommunication and satellite systems. Students at one school who are interested in a par-
ticular subject could pursue classes beamed from another and receive full credit toward their
degree. As the coordinating agency for higher education, SCHEV should aggressively take
the lead in this effort by closing non-productive programs, and encouraging increased coop-
eration among institutions.

Institutions must also learn to use improvements in technology to make teaching more
productive and learning more efficient. Finding and implementing the means to increase
the depth and span of a student's learning without increasing its cost should be a continuing
goal. Institutions and teaching faculty are in the "business" of delivering educational ser-
vices; therefore, they should make every effort to ensure that these services are provided as
effectively and economically as possible. Among the alternatives that have been suggested
for achieving this goal are allowing schools to apply savings from the ongoing restructuring
program to support greater use of technology (to be discussed in a iater section); increasing

real-world learning experiences; and providing professional development opportunities for
faculty to learn applications of technology for enhancing the learning process.

THE ROLE OF THE VCCS

Two-year community colleges should be strongly encouraged as an alternate path to
achieving a four-year degree. However, the record shows that transferring from a
VCCS schooi to a senior institution is not always a simple process. The Review of

the State Council of Higher Education for Virginia, as prepared by the Joint legislative
Audit and Review Commission of the Virginia General Assembly, reports that

The Virginia Assembly has perceived student tran*r to be a problem
fir many years. Consequently it has authorized a number of special
transfer studies from 1976 through 1994, many of which have
requested SCHEV's involvement in resolving perceived problems.

The report further states that some problems continue to exist, and that the higher educa-
tion system needs SCHEV's continued involvement. Statistics identified in the report show
that 93% of students who earn an associate degree from the VCCS and apply to one or
more of Virginia's public senior institutions are offered admission to at least one of these
ins itutions. Rather corrections are needed whereby the coursework completed within
the VCCS is fully acceptable at the institution and program of the student's choice.
Academic policies should be standardized to ease the transfer of community college credit
to four- year schools. The coursework must be consistent in content and rigor with courses
at four-year institutions. General education in community colleges is of particular concern,
esprially as more and more high-school students complete community-college courses and
expect transfer uedit to be to be awarded by the four-year institutions. Universal transfer
policy is now urgently needed; otherwise, the VCCS has not fulfilled its mission as stated
when the system was begun in the mid-1960s.
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HIGHER EDUCATION AND THE PUBLIC

A
as the ultimate beneficiaries of higher education, the public should be better informed

s to how our public supported colleges and universities operate. Every Virginian
hould have the opportunity to learn what these institutions do, how do they do it,

and its importance to students, the institution, the state, and society. An aggressive public
relations outreach program encompassing the print and visual media, group presentations,
and other outlets needs to be adopted to better inform our citizens. They need to know
that the culture of Virginia's institutions of highe. .,a :..g is clearly focused on education,
serving the interests of those who use, provide, and fund this resource. Otherwise, these
institutions will find it even more difficult to find the funding and public support needed to
adequately prepare students for the challenges that await our state and society

1 4:
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REFOCUSING ON ECONOMIC DEVELOPMENT

Of all economic "investments," Virginia's commitment to education
can generate some of the highest economic and social returns. -
Opportunity Virginia

VIRGINIA'S "GROWTH" INDUSTRY

Taken together, Virginia's public schools, colleges, and universities represent a $7.8 bil-
lion industry. It is larger that all but two of the state's biggest corporations, and is
the largest one that operates entirely within the state's boundaries.* This "industry"

serves approximately 1.3 million individuals, including one million in grades K-12, and
300,000 students in public two- and four-year institutions. The state employees over
50,000 professional educators, from kindergarten teachers to graduate faculty at public insti-
aitions of higher learning.

Training and education have also become an integral part of the "bottom line" for busi-
ness. Forty years ago, workers relied primarily on manual skills. As our economy has
become less dependent on manufacturing, long-term professionals and entry-level employ-
ees alike must have the ability to read and comprehend vast amounts of information, per-
form complex analyses and calculations, and communicate effectively to coworkers and cus-
tomers. The dynamics of change continue to accelerate. Every few months, there are new
issues, new challenges, new ideas, new technologies, and new ways of doing things that must
be quickly learned and put into practice. To keep up with this change, workers must have
the ability and opportunity to continually expand their knowledge through education and
training programs.

Likewise, businesses are becoming increasingly dependent on the education system to
provide individuals with advanced skills. But instead of having workers migrate to where
the jobs areas was the case during the 1930s and 40s, it is the businesses that are willing
to relocate to states where qualified personnel and educational resources are abundant.
Education can and should be considered one of the state's "growth" industries, one whose
standards of excellence and quality should be maintained and supported as part of an overall
economic development program. A strong education "industry" produces higher numbers
of employable citizens, providing another incentive for businesses to locate to the state.
Virginia is fortunate to already have made great strides in linking the resources of its colleges
and universities to enhancing the state's long- term economic future. The Center for
Innovative Technology, Virginia Tech's Corporate Research Park, and others are proven suc-
cess stories in helping attract national and worldwide commerce to the state. These efforts
should be encouraged wherever possible within the institutions themselves so that our
academic pursuits reflect a culture of public service.

Research, as the University of Massachusetts has demonstrated, is very important in eco-
nomic development. Indeed, Virginia has had a long history of working with industries to
provide research for ncw and improved products. This effort must be increased and the new

'The two largest Virginia-based cotnpanies are Mobil Corporation (5h5.1 billion). and CSX Corporation (59.6 billion). Figures represent
1994 earnings reported by the sompanies for publication in The Washington Post, April I H, 1995.
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accounting system (see another section ) will demonstrate dollars spent on research more
precisely and enable our legislators to increase this when appropriate.

Economic development is about job creation. No one can deny the linkage between
this mission and that of education. Our colleges and universities must be more organized
and systematic in their approach to economic development. Faculty and administrators of
Virginia's public colleges and universities are state employees; as such, they have an obliga-
tion to serve the needs and interests of their region and the state. All Virginians have a stake
in the success and productivity of our colleges and universities; likewise, they deserve to
benefit from the scholarly activities conducted therein. These benefits include providing the
finest quality teaching for students, research that serves the public good, and commitment
to the highest standards of professional service.

PARTNERS FOR ECONOMIC DEVELOPMENT

Colleges and universities should also work in partnership with local and statewide eco-
nomic development agencies to pursue opportunities that will continue to attract new
business and investment to the state. Such initiatives will also encourage corporate

sponsorship of research programs, personnel, and facilities, enabling the state and individual
institutions to devote more resources to enhancing the objectives of improved teaching. An
outstanding example is the Southwest Virginia Higher Education Center in Abingdon, a
program that is helping bring enhanced educational opportunities to the state's rural western
counties. A new facility now under construction will also help the Center fulfill its mission
as an incubator for entrepreneurial ideas, and provide a location for conferences, trade
shows, and training programs.

If we expect Virginia to retain its leadership in higher education, our colleges and uni-
versities should act as leaders. They should adopt the practices of business for the better-
ment of our state. Let's encourage and reward cooperation; entrepreneurship, and, within
reason, the exploration of new and untested ideas. Let's ensure that the funding mecha-
nisms and "seed money" for developing commercially viable research is available to help
well-managed, cost-effective technology linkage programs continue to keep the eyes of
industry focused on Virginia.
. Each institution should be encouraged to develop a.program to support economic
development in its respective region, and statewide where appropriate. Each program
should be developed and implemented in coordination with local trade groups, chambers of
commerce, and economic development authorities, and with the state Department of
Economic Development. A comprehensive annual report of these activities should be sub-
mitted to the General Assembly and the Governor through SCHEV.

The interests of education and economic development are mutual and intertwined.
Without a strong education system, from kindergarten to the doctoral level, the state will
lack the resources to effectively compete for economic growth. Without the benefits of a
strong workforce and growing economy, the state will not have the resources to fund a qual-

ity system of education. These goals can be best achieved through a strong cooperadve part-
nership between the state, education professionals, and the business community.

8



REFOCUSING FUNDING MECHANISMS

THE NEED FOR COST CONTROL

The four major funding programs for Virginia's public colleges and universities are (1)
Education & General (E&G) programs, (2) financial aid, (3) sponsored programs, and (4)
auxiliary enterprises. While many issues regarding higher education financing require atten-
tion, this section focuses on the funding of E&G costs (instruction, state-funded research,
and public service functions). These costs are largely salary driven and directly related to
FTEs.

A part of the perceived excessive costs of education is real; however, there is no generally
accepted yardstick available to help the public understand the problem. The national
Consumer Price Index (CPI), published by the U.S. Bureau of Labor Statistics, offers the
best available measure, even though the index has recently been quevioned as being infla-
tionary (i.e., rises in the CPI may be greater than actual changes in the cost of living).
However, if salaries keep pace with changes in the CPI, the purchasing power of the individ-
ual does not decrease; in fact, it probably increases. As E&G costs are comprised mostly of
salaries, it seems reasonable to expect that these costs should follow the CPI.*

250

200

5 150

100

50
1980 1985 1986 1987 1988 1989 1990 1991 1992

FIGURE 1

Consumer Price Index: Overall & Selected Categories

All ltems-CPI
College Tuition
Prescription Drugs
Professional Servioes

College tuition and medical costs are items tracked for establishing the change in the
CPI. The excessive inflation of medical costs has certainly been well documented over the
past few years. It is interesting to note that college tuition nationwide is the only CPI item
that has shown a rate of increase greater than that of prescription drugs during the 1980-92
period. Figure 1 compares the national increase in the CPI, college tuition, prescription
drugs, and professional medical services for the 12-year period.

'It has been suggested that the Highei Education Price Index (HEN) would he a better guideline than the CPI. This subject needs further
study, althou0 the CPI is more widely known and is a better measure of living costs.
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Table I shows the average increase in total E&G costs for nine Virginia colleges and uni-
versities per FTE versus the increase in the CPI for three periods. E&G costs essentially fol-
lowed the CPI for 1973-83 and 1989-94, but increased at three times the CPI during 1983-
89. The 1984-90 increase in excess of the CPI is due largely to the state's commitment to
increase faculty and staff salaries. During that period, faculty salaries and benefits increased
by an average of 11 percent per year. Other staff salaries and benefits increased by an aver-
age almost as much, about 9 percent per year. Salaries and fringe benefits comprise about
80 percent of higher education budgets.

TABLE I

E&G Costs Per FTE, 1974-1994

Institution 1973

Increase 1973-83
10-Yr. Yearly
Inc. Avg 1983

Increase 1983-89
6-Yr. Yearly
Inc. Avg. 1989

Increase 1989-1994
5-Yr. Yearly
Inc. Avg. 1995

GMU $1,537 142% 14% $3,720 63% 10.5% $6,074 23.11% 4.62% $7,478

ODU $1,550 134% 13.4% $3,632 62.67% 10.45% $5,908 30.43% 6.09% $7,706

VPI $1,738 180% 18% $4,866 57% 9.5% $7,640 13.4% 2.68% $8,664

J MU $1.360 120% 12% $2.995 60.8% 10.13% $4,816 13.45% 2.69% $5.464

LC $1,484 104% 10.4% $3,031 62.24% 10.37% $4,921 23.27% 4.65% $6,066

RU $1,354 114% 11.4% $2,903 49% 8.17% $4,322 32% 6.35% $5,694

VMI $2,588 110% 11.0% $5,435 52.51% 8.75% $8,289 24.16% 4.83% $10,292

UVA $2,330 141% 14.1% $5,608 '3.18% 12.3% $9,712 19.29% 3.86% $11,585

W&M $2,379 98.3% 9.83% $4,718 58.8% 9.8% $7,492 20.11% 4.02% $8,999

Average $1,833 126% 12.7% $4,101 60.0% 10.0% $6,575 21.6% 4.42% $7,994

CM 49.3% 111% 11.1% 103.9 19.34% 3.22% 124% 20.16% 4.03% 149%

VCCS $1 ,334 107% 10.7% $2,777 _27.4% 4.57% $3,537 9.87% 1.97% $3,886

Figure 2 shows the trend in E&G cost increases for five Virginia institutions for 1973-
1983, 1983-1989, and 1989-1994, and the relative change in the CPI for each period. As
noted above, the six-year change for 1983-89 was three times that of the CPI, but this is
explained by the state's policy of increasing salaries at rates substantially greater than the CPI
increase.

FIGURE 2
Rate of Change in E&G Costs for Five Institutions & CPI for Periods Indicated
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Table II summarizes the percent increase in E&G costs per FTE, after adjusting for the
increase in the CPI, at 10 senior Virginia institutions plus the Virginia Community College
System (VCCS). Most noteworthy is the 7% decrease in real dollar costs of education in
the VCCS for the 20-year period.

TABLE II

Percent Increase in Expenditures Per Student, 1974-1994
Adjusted for CPI Increase

GMU 48 JMU 20
ODU 34 LC 23

UVA 51 MWC 2

VCU 21 RU 16

VPI 56 VCCS -7

W&M 13

Statements have been made in association with the state budget discussion to the effect
that tuition costs at Virginia colleges and universities have doubled during the past five
years. The data presented in Table III largely support these observations. While the average
increase at 10 institutions for the five-year period was 76.2%, five institutions show an
increase in tuition costs of 90% or more for the period. While the data shows the impact of
college tuition costs to the student, they do not reflect what has been occurring in total
E&G costs during the period.

TABLE III
Five-Year Increase in Tuition for 10 Institutions

1989 1994 % Change

W&M 3079 5254 70.6
GMU 2163 4099 89.5
JMU 1785 2811 57.5

LC 1509 2919 93.4
MWC 1757 3363 91.4
ODU 2247 4082 81.7

RU 1346 2619 94.6

UVA 3756 6416 96.5
VCU 2680 4814 79.6
VPI 3047 4796 57.4

Averages 2236.9 4117.3 76.2



Table IV shows that total E&G cost increases for the same 10 four-year institutions for
this five- year period was 20.5%, very near the 20.2% increase of the CPI. Old
Dominion University and Radford University were the only schools in this sample where
increases significantly exceeded that of the CPI. The data in Table IV shows that E&G cost
increases can be controlled to that of the CPI. James Madison University and Virginia Tech
showed excellent progress in controlling E&G costs for the five-year period.

TABLE IV
Total E&G Costs (General + Non-General Funds) Per FTE

School 1989 1994 % Change

W&M 7492 8999 20.1

GMU 6074 7478 23.1

JMU 4816 5464 13.5
LC 4921 6066 23.3
MWC 5141 6129 19.2

ODU 5908 7706 30.4
RU 4322 5694 31.7
UVA 9712 11585 19.3
VCU 9398 11069 17.8
VPI 7640 8664 13.4
Averages 6542.4 7885.4 20.5
CPI 124 149 20.2

'Fable V presents annual General and Non-general funds for E&G costs on an FTE basis
for nine institutions during the 1989-94 period. The data in Tables IV and V provide evi-
dence that Virginia's public-supported institutions of higher learning now have E&G costs
nearly in line with CPI changes. In real dollars, it is assumed that there has been little
increase in education costs where E&G costs follow the CPI.
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TABLE V
General and Non-General Funds Per FTE, Showing Percent Annual Changes, 1989 - 96

FUNDING 1989-90 % Chg. 1990-91 % Chg. 1991-92 % Chg. 1992-93 % Chg. 1993-94 % Chg. 1994-95 % Chg. 1995-96 6-Yr. Inc. Avg. Inc.
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Gen. Fund

Non-Gen.

Tota I

$4,413

$3,079

$7.492

-6.16

11.20

1.00

$4,141

$3,423

$7,564

-10.20

12.50

0.00

$3,719

$3,851

$7,570

-3.25

9.10

3.00

$3,598

$4,200

$7,798

4.06

17.90

11.50

$3,744

$4,953

$8,697

0.00

6.10

3.50

$3,746

$5,254

$8,999

-3.52

6.70

2.50

$3.614

$5,608

$9,222

-18.10

82.10

23.10

3.78

13.70

3.85

Non-General Funding as percent of total: 1989-90 = 41.1 1995-96 = 60.8
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Gen. Fund

Non-Gen.

Tota I

$3,911

52,163

56,074

-2.00

10.20

2.30

$3,833

$2,383

$6,216

-10.70

15.60

-0.60

$3,423

$2,754

$6,177

-3.80

18.6

6.20

$3,292

$3,267

$6,560

0.70

14.50

730

$3,314

$3,741

$7,055

2.00

9.60

6.00

53,380

$4,099

$7,478

-10.60

3.20

-3.00

$3,023

$4,232

$7,255

-22.70

95.60

19.44

3.78

15.93

3.24

Non-General Funding as percent of total: 1989-90 = 35.6 1995-96 = 58.3
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Gen. Fund

Non-Gen.

Tota I

$3.031

$1,785

$4,816

-8.20

14.30

0.00

$2,781

$2,040

$4,821

-8.70

6.70

-2.20

$2,540

$2,176

34,717

-4.20

9.90

2.30

$2,434

$2,392

$4.826

3.50

9.00

6.20

$2,519

32,608

$5,127

5.30

7.80

6.60

$2,653

$2,811

$5,464

-2.00

7.20

2.70

$2,599

$3,012

$5.611

-14.25

68.74

16.51

-2.37

11.46

2.75

Non-General Funding as percent of total: 1989-90 = 37.1 1995-96 = 53.7
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Gel. Fund

Non-Gen.

Tota I

$2,976

$1,346

$4,322

-0.80

17.53

4.90

$2,953

$1,582

$4,535

-11.70

16.94

-1.70

$2,608

$1,850

$4,458

-0.92

16.27

6.20

$2,584

$2,151

54,734

2.60

9.40

5.70

$2,651

$2,353

$5,004

16.00

11.30

13.74

$3,075

$2.619

55.694

-14.70

1.50

-7.20

$2,622

$2,659

55,282

-11.90

97.55

22.21

-1.98

16.26

3.70

Non-General Funding as percent of total: 1989-90 = 31.14 1995-96 = 50.34
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Gen. Fund

Non-Gen.

Tota I

$5,957

$3,756

$9,172

-5.70

8.00

-0.40

$5,618

$4,056

$9,673

-6.00

19.03

4.51

$5,281

$4,828

$10,109

-4.70

10.13

2.37

$5,032

$5,317

$10,349

0.90

1L06

6.11

$5.077

$5,905

$10,982

1.80

8.70

5.49

$5,168

$6,416

$11,585

-4.85

5.94

1.10

$4,917

56,797

$11,713

-17.46

80.96

20.60

-2.91

13.49

3.43

Non-General Funding as percent of total: 1989-90 = 38.7 1995-96 = 58.03
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Gen. Fund

Non-Gen.

Total

$6,718

$2,680

59,398

-6.16

17.61

0.62

$6.304

$3,152

59,496

-7.66

12.66

-0.89

$5,821

$3,551

$9,372

-3.38

14.90

3.54

$5,624

$4,080

$9,704

4.13

9.61

6.36

$5,856

$4,472

$10,328

6.81

7.65

7.17

$6.255

34,814

$11,069

-1.92

4.49

0.87

$6,135

55.030

511.165

-8.68

87.69

18.80

-1.45

14.61

3.13

Non-General Funding as percent of total: 1989-90 = 28.52 995-96 = 45.05
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Gen. Fund

Non-Gen.

Tota I

54,593

$3,047

$7,640

-5.16

9.91

0.84

$4,356

$3,349

$7,704

-10.72

14.18

0.13

$3,889

$3,824

$7,714

-2.44

11.38

4.39

53,794

$4,259

$8,053

1.45

8.08

4.93

$3,849

54,601

$8,450

0.50

4.24

2.53

53.867

$4,796

58,664

-4.68

4.67

0.48

53,686

$5,020

$8,706

-19.75

64.75

13.95

-3.29

10.79

2.32

Non-General-Funding as percent of total: 1989-90 = 39.88 995-96 = 57.66
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Gen. Fund

Non-Gen.
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$3,661

$2,247

$5,908

-5.52

7.92

-0.41

$3,459

$2,425

$5,884

-8.76

19.55
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$3,156

$2,899

56,055

2.31

17.49

9.58

53,229

$3,406

56.635

7.49

18.26

13.02

$3,471

54,028

$7,499

4.41

1.35

2.76

$3,624

34,082

57,706

11.18

1.98

-4.20

$3,219

54.163

$7,382

-12.07

85.27

24.95

-2.01

14.21

4.16

Non-General funding as percent of total: 1989-90 = 38.03 995-96 = 56.39
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Gen. Fund

Non-Gen.

total

$3,385

$1,757

55.141

-11.70

20.55

.0.66

$2,989

$2,118

$5,107

-9.13

12.65

-0.10

$2,716

52,386

35,102

12.33

42.71

26.54

$3,051

53,405

$6,456

-1.74

3.41

1.00

$2,998

53321

56.520

-7.74

-4.49

-6.00

$2,766

53,363

$6,129

-13.56

4.43

3.76

52,391

$3,512

55.904

-29.36

99.89

14.84

.4.89

16.65

2.47

Non-General funding as percent of total: 1989-90 = 34.18 1995-96 ,- 59.49
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FIGURE 3
Percent of E&G Costs from General Fund
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As shown by the data in Figure 3 and Table VI, the increase in tuition costs during
1989-95 was mostly required to replace reductions in state funding. During this period, the
non-general fund portion of E&G costs (tuition) per FTE for the 15 four-year institutions
increased from 36.3% to 54.5%. This is a 50% increase in the portion of E&G costs fund-
ed by tuition. The non-general fund portion of the E&G costs per FTE for the VCCS
increased from 25% in 1989 to 40.4% in 1996, a 68% increase.

TABLE VI
Funding of E&G Cost Per Annual FTE 1989-95

Source 1989 1990 1991 1992 1993 1994 1995

General Fund 4488 4257 3831 3733 8323 3965 3697

Non-General 2560 2866 3254 3681 4068 4358 4437

Total 7048 7123 7085 7414 7891 8323 8134

% General Fund 63.7 59.8 54.1 50.4 48.4 47.6 45.5

Because Etit-G costs are considered to be mostly salary driven, it is not reasonable for
these costs to increase at a rate much less than the change in the CPI. If the General Fund
allocation is not kept in line with the CPI, the institutions have no choice but to continue
raising tuition. However, the media and the general public have not been fully informed as
to the cause of the rapid increase in tuition costs over the past six years. A greater effort is
needed to communicate this information to the public, who, in turn, will likely be more
inclined to support legislation to increase general fund appropriations so as to keep tuition
costs in line with CPI increases. Another result may be support to secure funding through
the General Fund appropriation to return to a 60/40 ratio of general fund/tuition, or at
least a 50/50 split. VCCS funding should return to its original 70/30 split. It would not
seem beneficial to reduce the current tuition amount to achieve the selected ratio because
this would place a greater one- time burden on the state budget. Hopefully, the following
approach will receive support.
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A NEW APPROACH

If a commitment can be secured from the General Assembly and the Governor to adopt a
policy of returning to a 60/40* or other suitable ratio, tuition should remain at the cur-
rent level and the General Fund Appropriation increased to cover the total escalation in

E&G costs until the desired ratio is achieved. This would permit E&G funding to grow at
the rate selected. The legislature should adopt a regulation limiting the growth in E&G

costs tc the amount appropriated. (A rate of .85% of the CPI has been used in this exam-
ple.) This process would continue until the selected general fund/tuition ratio has been

achieved, after which both the tuition and general funding would increase-at the ratio
required to provide an increase of 0.85% of the CPI for E&G costs or other legislative-
approved rate. This means that the institutions would have to keep their total E&G costs to
the rate approved by the legislature.

Table VII shows how funding would increase under the above proposal. The data uses a
2.75% rate of increase in total E&G funding, with the total increase being funded by gener-

al fund appropriations until the desired ratio is achieved. Using this example, four years are
needed to achieve a 50/50 ratio, and 12 years are necessary to reach the desired ratio of 400/o

tuition and 60% general funds. If such a plan is adopted, it will be necessary to adjust the

increase in general funding each year in accordance with the change in the CPI.

Table VII
General Fund Requirement*

1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02

Gen. Fund $3,697 $:-.,924 $4,157 $4,396 $4,642 $4,894 $5,153

Nongen. $4,537 $4,537 $4,537 $4,537 $4,537 $4,537 $4.53-

Tota I $8,234 $8,461 $8,694 $8,933 $9,179 $9,431 $9,690

% Gen. Fund 44.9 46.4 47.8 49.2 50.6 51.9 53.2

2002-03 2003-04 2004-05 2005-06 2006-07 2007-08

Gen. Fund $5,419 $5,693 $5,974 $6,263 $6,560 $6,865

Nongen. $4,537 $4,537 $4,537 $4,537 $4,537 $4,537

Total $9,956 $10,230 $10,511 $10,800 $11,097 $11,402

% Gen. Fund 54.4 55.7 56.8 58.0 59.1 60.2

General fimd requirements have been calculated on the assumption that tuition costs will be held at the
present level All escalation in cost will come _from the general appropriation. Anescalation of 2. 75% of

total costs has been used in the calculations, which apprommates 85% of the CPI.

Table VIII shows how funding will increase over a 12-year period, where the rate of

increase in total E&G costs is 2.75%, and the rate of enrollment growth is 0.8%. (NOTE:
This figure was selected on the basis of the 0.7% rate of growth which occurred during the

period 1989-95.) This plan will require about an initial 7.0% increase in state funding for

'Hopdully 70/30 for VCCS
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E&G costs. At the end of 12 years, the E&G general fund cost increase rate will have
reduced to 5.5%. This budget appropriation is based on an average 70% in-state enroll-
ment. The out-of-state tuition policy of establishing a fee to cover at least 100% of E&G
costs would be continued under this proposal. When the desired ratio of General Fund to
tuition is achieved, both the General Fund and tuition should then be allowed to rise at a
rate approximately 85% that of the CPI.

TABLE VIII
Estimated E&G General Fund Requirements For Four-Year Institutions

(Assuming .8% Growth)

Total Enrollment 70% In-State E&G per FTE
Appropriation
(in Millions)

1995 148,522 103,965 $3,697 $384
1996 149,710 104,797 $3,924 $411
1997 150,908 105,636 $4,157 $439
1998 152,115 106,480 $4,396 $468
1999 153,115 107,181 $4,642 $497
2000 154,559 108,191 $4,894 $529
2001 155,795 109,056 $5,153 $562
2002 157,042 109,929 $5,419 $596
2003 158,298 110,809 $5,693 $631
2004 159,564 111,695 $5,974 $667
2005 160,840 112,588 $6,263 $705
2006 162,127 113,489 $6,560 $744
2007 163,424 114,397 $6,865 $785

General find requhemems have been calculated on the assumption that tuition costs
will be held at the present level. All escalation in cost will come from the general'
appropriation. An escalation of 2.75% of total costs has been used in the calculations.

Other scenarios for funding E&G costs may be considered because of General Fund
limitations, or to meet other legislative needs. For emmple, the initial requirement of a
7.0% increase in state funding to support a proposal freezing of tuition until the desired
General Fund/tuition ratio is achieved may not be practical. Another approach would be to
allow tuition to increase at a nominal rate (i.e., 1%), and appropriating General fund money
to cover the difference in E&G cost increases. This plan would reduce the first-year General
Fund increase from 6.9% to 4.9%. In any event, the legislature should adopt a plan speci-
fying the percent of E&G costs to be funded from state appropriations, and develop a fund-
ing schedule for reaching that goal. Another approach would be to encourage each institu-
tion, through its Restructuring program, to pick up a third of this increased cost.
Implemented in conjunction with the 1% tuition increase, the annual increase in General
Fund outlays would be reduced to 2.7%.

More attention should be given to the reasonable costs that exists for providing the first
two years of education in the VCCS. The projected annual tuition cost is $1,583 for the
1995-96 academic year. This is less than half the tuition costs of attending one of the four-
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year institutions. Attending a community college also generally reduces other expenses such
as living costs for students. The VCCS is also less expensive for the taxpayer. The percent
of VCCS E&G costs from the state General Fund decreased from 75% in 1989-90 to
59.6% for the 1995-96 academic year. Legislation should be enacted to establish and
maintain at least a 70% general funding of E&G costs for the VCCS and a 60% average
general funding of E&G costs for other institutions.
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Figure 4 compares the costs of education for the VCCS and four-year institutions. It is

expected that many of those who lack the financial resources to attend college could find the
means to do so if credit earned at community colleges was equal to that of four-year institu-
tions. Furthermore, if more high school graduates were encouraged to attend a community
college, growth stresses would be reduced for the four-year institutions where space is limit-
ed. (See previous section on" Cultural Change.") Ideally, pending availability of money,
incentives could bc built into the funding mechanisms, and if these certain requirements are
met, the funding could be increased from 0.85 CPI to 1.0 CPI. These requirements could
include continued progress on restructuring, number of student transfer agreements in
place, progress on reemphasizing teaching, reduction in redundant programs, progress on
economic development initiatives, progress in using technology to improve teaching tech-
niques, and others.

Some have claimed that Virginia needs to play catch-up in general fund appropriations.
That the last five years have been lean years in state revenue and now that more normal
times have returned, Virginia needs to make larger appropriations to take care of some press-
ing needs and get higher education funding more compatible with other states. It is no

doubt that many maintenance and remodeling programs have been postponed, particularly
in the VCCS, where buildings are outdated and various equipment is obsolete. The authors
admit that the above described approach merely stays even with inflation, (even 85% of
inflation). But we point out that a 5 to 7 percent increase each year in general funds is
quite large and that the requested faculty salary analysis is not yet in and will in all liken-



hood call for a further increase and the requested study for upgrades in technology could
result in a program of large dimensions.

Twelve years is a long time to wait for a return to parity (60/40 for 4-year colleges,
70/30 for VCCS). It should occur faster. If the state finds itself with larger than expected
revenue, the amount of appropriation should expand dramatically to return to parity more
rapidly or to take care of the much needed improvements in the system. In that event,
tuition should be reduced.

IMPROVING ACCOUNTING AND REPORTING STANDARDS

state legislators and the public alike would also benefit from improved accounting proce-
dures. SCHEV should develop an 2:ccounting system that will provide uniform financial
reports from all public institutions. Public funds should be appropriated to cover any

additional costs to implement a more relevant and uniform accounting system. More atten-
tion should also be given to each institution's accounting and resource.allocation practices.
For example, if faculty slots are based on FTEs, what is the justification for auditorium-size
classes, and what happened to the remaining faculty time when such large classes are
employed? For these and other reasons, accounting and financial reporting practices should
be modified so that expenses for undergraduate education, graduate education, and research
are tracked separately. Under such a system, the state budget would reflect the true cost of
each activity.

FINANCIAL AID

The state has increased financial aid to partly offset increased tuition. Financial aid has
been made available to community colleges. Financial aid has also been made av.iil-
able to 100 students at the independent colleges as a pilot program.

The writers request that SCHEV provide additional information on these important
programs to enable the Commission to make a more complete analysis.

FUNDING TECHNOLOGY AND EQUIPMENT

The information and communications revolution is sweeping across our society like a
tidal wave. Businesses have found that they must allocate an increasing share of
resources to keep pace with advances in technology. For many organizations, technol-

ogy is the third largest expense, after payroll and facilities, and is fast approaching 50 per-
cent of the cost of space.

At the same time, the 1994 Restructuring strategies of Virginia's colleges and universities
describe increasing reliance on telecommunications, academic and administrative computing
systems, and the networks that bind these resources together to provide services to students
and communities across the Commonwealth. These plans also describe ways in which the
institutions contract with the private sector to prcvide certain services, as well as how
resources, technology, and space are shared with other public institutions.

One of the benefits of these approaches is that they can help reduce the need for space.
For example, inslitutions can use computer simulation for laboratory experiments instead of
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traditional work stations. Students can earn credit from their homes or residence halls using
computers, networks, videos, interactive televised classes, and other technology, rather than
building more classrooms. Technology also allows the employees of Virginia's colleges and
universities to work off-campus or at home, and to process information, like purchases,
through institutions other than their own.

We should not assume that this revolution pays for itself in increased efficiency.
Technological advancements are raising our standard of living; increasing our effectiveness,
productivity, and competitiveness; creating millions of new jobs; and improving our quality
of life. Nevertheless, technology is a new expense, and has not been fully recognized as
such.

Since technology is a relatively new expense for most colleges and universities, and with
the rapidIST changing, highly competitive nature of technology-based industries, it will be an
ongoing expense with hardware and software purchases and upgrades, plus training for fac-
ulty and staff. Thirty years ago, Gordon Moore, co-founder of Intel Corporation, predicted
that the computational power of microprocessor systems would consistently double every 18
months. Moore's law is being pushed into an even stec per curve; computational power now
doubles every nine to 12 months. This trend has significant financial implications, not only
in equipment obsolescence, but in facilities as well. Buildings traditionally go for decades
before requiring renovations and upgrades. To remain current in supporting technology,
however, renewals are required every few years.

Some experts have reported that Virginia's colleges and universities are "behind the
curve" when it comes to information and communications technology. Indeed, reports
from our state's institutions show that nearly all are scrambling to keep up with this new
"revolution." Their successes are laudable, as many schools have forged ahead to bring their
capabilities in line with current technology. However, we are at a point when it would be
wise to seek more coordinated efforts across the system, realizing economies in purchasing
and shared resources wherever possible.

For example, the Virginia Virtual Library is a cooperative effort of college and university
librarians to buy the equipment and data links needed to share books, periodicals, and other
resource. This effort is helping to reduce unnecessary duplication of holdings, increasing

service to students and faculty, and increasing access to information across the
Commonwealth. If each institution had tried to make individual purchases of these
resources, the cost would have been nearly $6 million. Using the Virginia Virtual Library
and the coordinated efforts of librarians, the cost was less than $1 million.

The real opportunities for this technology revolution lie in changing the way we teach
and learn. For th most part the revolution, so far, has been in the storing and retrieving of
data. To truly capitalize on the potential of technology, we need to realize that "our digital
technologies can be a tremendous liberating force in designing learning venues that bring
the full set of senses (sight, sound, action, interactivity, feedback) to the process."* Like a
Disney animated cartoon or a Nintendo game, math, chemistry, english, history, economics,
or whatever can be tailored-made for the several different categories of human intelligence
and the teaching job will be to fit with t le teaching method which more closely matches the
abilities of the individual student. Our teaching efficiency will be increased at least ten-fold.

Robers C. Hedrick Jr. Reengineering Teaching and Learning, CAUSE Professional Paper Series #10.
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Our learning effectiveness will increase even more. If only our faculty, the backbone of our
institutions, would realize the potential of this powerful technology and design the software
and curriculum to usher in this revolution in learning, our entire education system would be
at least ten times more efficient. This is the main reason teaching needs to receive the
rewards and recognition for the next era of educationso that teachers will be motivated to
develop the teaching methods with full utilization of the digital technology already here.

Virginia's colleges and universities have channeled most of the financial benefits resulting
from Restructuring to communications and information system improvement programs.
The benefits of this strategy are already bearing positive results. However, the importance of
the information and communications revolution to the state's future dictates the need for a
concerted effort by the Governor and General Assembly to ensure that Virginia's higher edu-
cation system does not simply keep pace with other states, but seizes the opportunity to
become a true global leader in the information age. We should encourage our institutions
to set the pace by fully automating as many information communications, teaching and
learning functions as possible. This, in turn, will provide the catalyst for research and devel-
opment in this exciting field.

To achieve this goal, the Chichester Commission should task SCHEV to conduct a
statewide needs assessment of information and communications resources for short- and
long-term planning, including development of technology for teaching and learning. By
coordinating this effort among colleges and universities, the Council will be able to develop
a comprehensive program based on existing resources, determine immediate and future
needs, and implement technology sharing guidelines. Such oversight will also ensure that
the institutions work together, and that the resulting technology advances reflect a statewide
commitment to this goal, rather than having each institution pursue parallel, and potentially
duplicative, strategies.

In addition, SCHEV needs to appoint or designate an individual who would be respon-
sible for overseeing the coordination and, subsequently, implementation of the state's tech-
nology and communications program for higher education. This program will be based on
the results of the aforementioned analysis, which SCHEV will use to formulate options for
funding, such as providing financial incentives for cooperation. A proposal for the program
should then be forwarded to the General Assembly and Governor for consideration. If nec-
essary, the state could use its debt capacity, as it has so wisely done in the past, to finance
technology needs. It is hoped that a preliminary study by SCHEV could be completed
within 90-120 days so that the Chichester Commission may consider the data before com-
pleting the Commission's report.

In concert with this assignment, other equipment needs should be addressed also.
Technological advances are changing the tools used to teach and conduct research in nearly
every academic discipline. Moreover, the state cannot simply invest in a piece of equipment

and believe that the need i: permanently satisfied. It is the responsibility of -olleges and
universities and SCHEV to monitor emerging technologies, instructional tools, and the
state's long-term economic and social needs before and after procuring equipment, and
advise the appropriate executive and legislative bodies accordingly. Likewise, disposal and
replacement options should be better defined to ensure a smooth transition when equip-
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rtivit is replaced.
The Higher Education Equipment Trust Fund is an example of how these principals

have been put into practice. Although established to help fund numerous equipment pur-
chases over a short period, the fund offers a viable alternative for meeting the educational
equipment needs of our colleges and universities. Similar programs drawn from alternative
funding strategies will help Virginia address the multitude of needs for higher education
without straining the state's budget or the financial resources of students.

Also, SCHEV's new fixed asset guidelines provide for the sound planning and careful
management of infrastructure for our vitally needed information and communications sys-
tems. These guidelines account for the technology that is changing the way higher educa-
tion does its business by encouraging renovation and maximum utilization of existing space.
They also emphasize the increased importance of technology and encourage institutions to
adapt their fixed assets to specific situations and needs.

In the end, the responsibility for funding higher education falls on taxpayers. Citizens
need to understand what they want from their colleges and universities, and what they are
paying for, then instruct their elective representatives to do just that. As the Commission
on the University of the 21st Century states, "The people of this state can expect excellent
colleges and universities only if they are willing to provide the funds to run them." This
statement might be amended by adding, "SCHEV will maintain suitable accountability and
monitoring so that the legislature and the public remain informed." Then and only then
will Virginia support the higher education system it wants and deserves.

THE COMMITMENT TO RESTRUCTURING

0 ne of the most productive initiatives aimed at reducing expenses and improving effi-
ciency at our colleges and universities has been the statewide Restructuring program.
Already, millions of dollars in savings have been realized through careful streamlining

of new technologies to deliver quality educational services. At the same time, the colleges
and universities have taken steps to improve their internal operations and work more closely
with their communities.

Restructuring encompasses many of the themes and observations contained in this
report. However, it would be unwise to consider that the job is done, having made only the
cuts and improvements to date. Restructuring should be made an ongoing institutional
policy whereby operations and services are continually being evaluated and improved, or
eliminated as necessary. The benefits of incorporating such a philosophy are twofold. First,
as noted above, changes in technology have made the practice of teaching and research far
different than they were only a few decades ago. As the tools of education continue to
evolve, so too should our methods and delivery systems be constantly reevaluated to ensure
that courses and teaching methods accurately reflect the needs of an increasingly complex
world. Likewise, many institutions are using the savings generated through restructuring to
improve their communications and information systems. This not only saves costs of opera-
tions, but reduces (and, perhaps, potentially eliminates) the need for tuition increases and
supplemental appropriations from the General Assembly. Through restructuring, our col-
leges and universities can work continually to be more efficient. And as with any good busi-
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ness, these saving could, in turn, be passed along to the consumer (i.e., students, their fami-
lies, and taxpayers) in the form of flat (or lower) tuition costs.

Put simply, restructuring works. It is a program that should not be limited to the short-
term; rather, it should become a part of every institution's culture. The state, students, and
the institution itself will benefit immensely from this philosophy.

If restructuring is continued, it should be renamed. Perhaps "continuous improvement"
is a better long-term connotation. Savings must also continue to accrue to the benefit of the
institutions or the effectiveness of the effort will diminish quickly.

REWARDS AND INCENTIVES FOR FACULTY

One issue that also requires attention, but is not fully addressed in this paper, is the
reward and incentive structure for faculty at Virginia's institutions of higher learning.
As this report is being prepared, the Chichester Commission has not had the oppor-

tunity to fully examine all factors associated with this topic. A few facts are known, such as
the state's commitment to move faculty salaries into the 60th percentile of benchmark
groups. 'While this is certainly a worthwhile goal, it is also the primary reason behind the
dramatic increase in education costs during thc 1980s. Certainly, faculty should be fairly
compensated for their skills and accomplishments, but achieving a fiscally sound education
system may very well depend on a reexamination of the state's goals for faculty salaries.
Therefore, we request that SCHEV provide the Commission with a comprehensive study of
faculty salaries, so that members may perform a more thorough analysis of these matters.

Faculty members comprise the most valuable resource of the state's higher education sys-
tem. As such, the standards and means by which they are encouraged and compensated for
their work deserves careful attention. Initiatives proposed both by this paper and others call
for increased professional development and training opportunities for faculty members, so
that they may help lead the effort to expand applications of communications and informa-
tion technology into the classroom. Faculty members must also be considered full partners
in any program to streamline operations, improve the relevance of teaching and staff promo-
tion programs, and make the academic environment at the state's colleges and universities
every bit as productive as it is cost-effective. The same expertise that helps our colleges and
universities produce outstanding students will be equally as critical in helping create an out-
standing system of higher education.

SUPPORT FOR VIRGINIA'S INDEPENDENT COLLEGES

No discussion of funding higher education in Virginia would be complete without
considering the state's private (independent) colleges. These institutions offer a
wealth of educational opportunities in diverse learning environments, including sin-

gle-sex, coeducational, and historically black colleges. Here, students can learn and grow in
a smaller, more intimate atmosphere that emphasizes teaching. They also have access to the
same academic and extra-curricular opportunities that will prepare them for careers, and for
continuing their education after graduation. Working together under the Council for
Independent Colleges in Virginia (CICV), 25 of these institutions have expanded the range
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of educational opportunities and resources, complementing those offered by the state's pub-
lic institutions and strengthening Virginia's reputation for academic excellence.

Over 40,000 students chose this option in 1994-95, an increase of 2.6% over the previ-
ous year's enrollment and nearly twice the number of students enrolled in such institutions
20 years ago. Well over half of these students are Virginia residents, with out-of-state stu-
dents hailing from all corners of the globe. CICV statistics also show that 30,833 students
are currently enrolled on a full-time basis. In addition, an increasing number of applicants
now look to the independent colleges for graduate and professional-level education pro-
grams.

These qualities along with the private sponsorship of the colleges require much higher
tuition costs than those at the state-supported institutions, reflecting the actual cost of edu-
cating students. On the other hand, SCHEV figures show that Virginia students enrolled
full-time at the state's senior four-year public institutions receive a non-need-based subsidy
of over $3,500, which includes only E&G costs. Tuition Assistance Grants (TAGs), estab-
lished in 1973, partially offset the considerable public subsidy received by all Virginia stu-
dents attending state-supported institutions regardless of need. Thousands of students and
their families have benefitted from the TAG program, including the over 12,700 full-time
Virginia students who each received a $1,460 grant during the 1994-95 academic year. This
lower per-student subsidy also results in significant cost savings for the state, if those same
students were attending state institutions.

While the amount of the TAGset each year by the General Assemblycan help stu-
dents meet the higher costs of attending an independent college, tuition increases in recent
years have made this option less economically feasible for many students. According to
information provided by the CICV, the 1988-89 grant of $1,450 offset the average private
tuition by 21%; grants for the 1994-95 offset tuition only by approximately 14%. The
total TAG appropriation for 1988-89 was 105% of discretionary aid to public colleges, but
only 33% for the 1994-95 academic year.

Advocates of the Tuition Assistance Grant (TAG) program have said that the grant
amount should be about one-third of the difference between public college tuition and
independent college tuition. According to the Council of Independent Colleges, in 1994-
95, the gap was about $4,280. One-third of the difference is $1,427.

Others have suggested, the grant should be about one-third of the general fund appro-
priation per student at the public, four-yeai institutions. For all students, that amount in
1994-95 is $1,155.

In 1991, the Council on Higher Education recommended that the appropriation for
TAG be set at $1,500 per student and discussed the idea that any amount above $1,500
would be based on student financial need.

Clearly, the benefits provided by TAGs to students, families, the institutions, and the
Commonwealth more than justify continued support for the program. No Virginia student
should be penalized financially for his or her choice of college. The General Assembly
should set a fixed percentage of tuition to be offset by TAGs and appropriate additional
funds as necessary to ensure that the awards keep pace with costs. To be fully fair to these
Virginia residents, the amount of TAG grants should approach the amount appropriated per
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student to the public four-year institutions. This percentage should be established jointly by
legislators and administrators of the independent colleges. The writers recommend that the
allocated amount should be about two-thirds of what the state contributes to the general
fund, or $2,400 per student. Also worthy of consideration will the be results of a pilot pro-
gram currently underway in the state's remote regions, whereby VCCS students receive
grants for successfully transferring to local independent colleges. Through this support, the
state will ensure that all its students will be able to sek a college based on personal inter-
ests and the merits of each institution, rather than on financial considerations alone.

24



IN CONCLUSION...

W
pat has been proposed in this paper goes beyond implementing procedural changes

or reorganizing lines of authority and responsibility. Based on the ideas and pro-
osals outlined above, the Chichester Commission should consider recommending

a comprehensive legislative package that will ensure the quality and economic viability of
Virginia's higher education system for the next century. These proposals include:

change the institutional culture to make teaching the highest priority.

the institution should re-examine, under the guidance and co-ordination of
SCHEV, the method of awarding tenure. Make teaching a higher consideration.

SCHEV must be more aggressive in preventing duplications of programs and
facilities among Virginia's colleges and universities, as well as eliminating unpro-
ductive and obsolete programs.

increase the productivity of teaching and develop techniques fir achieving this
go41.

modi& academic credit tran fer policies so that college preparatory coursework sat-
ifactorily completed at VCCS institutions may be 100% tranferable to programs
at higher-level institutions of the student's choice.

each institution should be encouraged to develop a program to support economic
development in its respective region, and statewide where appropriate. Each pro-
gram should be developed and implemented in coordination with local trade
groups, chambers of commerce, and economic development authorities, and with
the state Department of Economic Development. A comprehensive annual report
of these activities should be submitted to the General Assembly and the Governor
through SCHEV

adopt a policy of requiring each institution to keep total increases in E&G costs
per FTE student to 85% of the CPI.

restore the state's share of higher education to 60% of the total cost for 4-year
institutions and 70% fir VCCS. This may be accomplished by freezing tuition
(or limiting increases to I% per year) until the desired ratio is reached. This strat-
egy, together with increased enrollment, will result in an annual increase in the
general find for Eth.G costs of 5 to 7% fir several years. The appropriation may
be reduced through savings achieved through ongoing Restructuring programs,
and supported by minimal (i.e., 1%) increases in tuition.

require SCHEV and all institutions to develop a unifirm accounting system that
accurately separates the various costs and expenses fir undergraduate education,
graduate programs, and research. The system should also be designed to more
effectively communicate revenue and expenses to the legislature and general public.

develop a comprehensive, coordinated, accelerated program that will bring all
institutions to a position of leadership in applications of communication and
infarmation technology.
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transition the current Restructuring program into a practice by which all
institutions are encouraged to make efficiency and cost-control ongoing con-
cerns. These efforts should be audited annually.

continue support for Virginia's independent colleges. Additional resources
should be provided as necessag to the Tuition Assistance Grant program,
ensuring that- it remains a constant percentage with the state subsidy provided
to students at public institutions.

Refocusing higher education in Virginia will be neither quick nor simple to achieve.
However, we cannot maintain the status quo, nor can we start from scr2tch. The measures
that have been recommended in the preceding pages require change. As with any large
organization, change can be successfully implemented only with the full input, cooperation,
and acceptance of those affected. The tools, resources, and ideas necessary to bring about
the refocusing of higher education are already available and in place on the campuses, in the
business community, and within the state government. N6w is the time to plan the course
and strategy that will create a comprehensive and affordable education system under which
students of all ages will be able to achieve their full potential. The future of Virginia
depends on this commitment.
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