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An Abstract of

A Study of Institutional Capacity and
Financial Base at Rural Community Colleges

\ | | by
\ '.' : J. Lee Johnson
- a Submittéd .as partial fulfillment of the requiréments for
the Doctor of Philosophy Degree in

Higher Education Administration

This study examined the institutional capacity and financial base of rural
community colleges to provide both access and economic development. It employed the
U.S. Department of Education’s Integrated Postsecondary Education Data Base System
Finance Module to compare revenue and expenditure categories for fiscal years 1992-93
and 1996-97 for small, medium, and large rural community colleges using the typology of

public community colleges developed by Katsinas and Lacey (in press). To develop

appropriate per student FTE data, institutions had to have responded to the IPEDS Fall

Enrollment and Finance Modules for both years; 83.5% did so in FY1993 and 84.3% in
FY1997.

This study found (1) significantly higher expenditures per FTE student—nearly
$2,500.00 higher for small rural community colléges; and (2) significant differences in the
revenue patterns at rural community colleges compared to the universe of public
community colleges. Rural community colleges received a much lower share of their total

budgets from local sources, and are therefore more dependent upon state funding. The
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higher non-tuition related cost of attendance in rural areas restricts the ability of rural
community colleges to compensate for the shortfall of state dollars from tuition. (3) The
study found that in constant dollars, total revenue declined between FY1993 and FY 1997,
despite five of the best economic years for state budgets since the 1960s.
Recommendations for state policy include: (1) Geography matters: Higher per
student FTE costs at rural community colleges should be recognized as a matter of state
policy. (2) vaerty matters: Property taxes across all regions of the state should be
equalized as a matter of state policy. (3) Size matters: State investment in public higher
education should recognize the higher costs associated with providing expensive “high
tech” academic programs at their rural community colleges. (4) Economies of scale matter:
States should fund base operations of their rural community colleges before using student
FTE formula funding. (5) Low tuition matters: State policy should keep tuition low at

rural community colleges.
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CHAPTER ONE
INTRODUCTION

Introduction

America’s rural communities are the source of our natural resources and many of
our nation’s core values. Education in the United States has evolved and centered upon
supporting the changing economic needs of the communities for skilled workers. Recent
years, however, have seen heightened focus on assuring that rural people have access io
opportunities to participate in America’s prosperity, but much of rural America is
threatened by a cycle of economic decline (RCCI, 1996). Killacky and Valadez (1995)
commented that “we have a picture of a country divided into rural and urban components,
with the two sides in conflict politically, socially, and economically” (p. 6). Rural
communities face many uncertainties and challenges and need a working cooperation and
contribution from federal and state agencies and the privaté sector to help mobilize their
efforts for economic renewal. Their missions encompass a broad range of educational
programming, from general education and transfer credit to vocational and technical
degree programs, which has evolved and centered upon supporting the changing economic
needs of the cqmmunities they serve. The premise is that the effectiveness of rural
community colleges is relevant to the economic development of their communities.

The populafity of community colleges is in part driven by their philosophy of open
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access and non-selective admissions. Gleazer (1980) characterized their missions as “to
encourage and facilitate lifelong learning with community as process and product” (p. 16).
Their mission statements almost always stress access, which translates into a strong
commitment to bring post;econdary programs and services to people who otherwise might
not be able to access them. This has translated into service to underprivileged populations
that o‘rdinarily would not have an opportunity to attend four-year institutions. Lackey and
Rowls (1989) noted three reasons why community and technical colleges were developed:

First, they could focus on programs that are not normally offered by

universities. Second, they were close to the jobs and could offer work-

study arrangements. Third, they did not have the entrance requirements of

the universities and could attract people with excellent technical ability but

who might not do as well in the academic areas of study. (p. 44)

Cohen and Brawer report that “the community college certainly serves a broader
sector éf the local population than does any other higher education institution” (1996, p.
57). Vaughan believes that community colleges have been built upon a rich heritage and
offer a diversified curriculum, serve the needs of the community, and open the doors of
higher education to ever-broadening segments of society (1997, pp. 22-3). Koos (1925),
Eells (1931), Vaughan (1982), Katsinas (1994a, 1996), Boone (1997), and other scholars
in the field have noted that community colleges have advanced geographic access,
popularized and democratized higher education beyond narrow elites, and by serving their
local communities have removed barriers to participation in higher education. Eaton

(1994a) stated “the community is perceived as an extraordinary means by which to realize
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the traditional American dream of upward mobility, financial success, self-sufficiency, and
individual ac.complishment;’ (p. 42). It is within this context that the rural community
college can provide the impetus for community revitalization through offering programs
and enhancing students’ opportunities to succeed and earn a living.

In rural areas that have seen their industries leave, population decline follows the
decline of the emplofment base, with young-people leaving home after high school or
leaving college for lack of job opportunities. Others who stay choose not to pursue
further education, be it completing high séhool, community college, baccalaureate
education, or beyond, because they do not see how that education will lead to a job that
allows them to stay in the area in which they have lived all their lives. In contrast, rural
areas that have seen rapid growth -- usually “urban sprawl” -- have seenltheir rural
cultures overwhelmed, as low income residents fail to reap the benefits of an expanding
economy (Rubin and Autry, 1998).

Rural America has few institutions other than community colleges that can
function as a catalyst and help build a viable economy and educate people for a better life.
Communities that have successfully related goals of access to education and economic
development have rebuilt themselves using their natural and human resources to promote
prosperity. Economic development creates jobs, income, and wealth while education and
training help individuals gain access to good paying jobs. Without a strong economy rural
people end up leaving their communities to find work, and those who lack education and
skills that are required by an increasingly demanding workplace will not get the good jobs

(RCCI, 1998). Their recognition of this catalytic role is nothing new. Ervin Harlacher,

3
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writing in 1969, suggested that community colleges recognize their “responsibility as a
catalyst in community development and self-improvement” (p. 15).

By 1995, Killacky and Valadez would flatly conclude that “community colleges are
poised to assume a leadership role for addressing social problems such as literacy, poverty,
and education in rural communities” (p. 6). This goes beyond the access notions advanced
by Koos, Eells and an earlier generation of community collége scholars. By their very
nature, rural community colleges are uniquely positioned to understand the needs and
interact in ways that assist in providing opportunities and linking economic development
and access to education. Thus, at the eve of a new century, initiatives and challenges of
connecting together economic development and access to education have brought about
an increasing focus on the role of rural community colleges and the promotion of a
brqader role regarding regional involvement, in addition to their traditional accesé
function.

But does the financial capacity exist for the rural community college to play this
catalytic role to provide both access and econonﬁc development? Answering this question

empirically provides the impetus for this study.

Statement of the Problem

Katsinas (1996) stated that “implicit in much of the higher education literature is
~ the notion that great homogeneity exists among and between community colleges in the
United States” (p. 15). Relative to their urban and suburban counterparts, rural

community colleges are genérally invisible both in the higher education research literature
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and in federal and state policy-making circles. This is not a new phenomenon; a major
reason for this has to do with methodological problems in the collection of data over many
decades by the U.S. Department ofEducation. Without an agreed upon definition of
community college topology, as exists for four;year degree granting institutions under the
Carnegie Foundation for the Advancement of Teaching’s classiﬁcatidn system, no base
line of empirical data regarding diversity and the size of the financial base of rural
community colleges exists in this country making it difficult, if not impossible, for policy-
makers at the federal and state levéls to assess the relative extant institutional capacity of
rural community colleges (Katsinas and Lacey, in press).

Katsinas (1996) noted that “there are eight separate and distinct subcategories for
four-year institutions within the Carnegie classifications. As a result, reliable information
on the varied types of four-year colleges is readily available” (p. 16). Without such a
quantitafive assessment for community colleges, policy-makers at the federal and state
levels lack the basis to be able to assess if they are investing sufficient resources into these
institutions such that théy can play their role in delivering credit and non-credit programs
to promote both access and economic development. Along that same line, at the 1962
conference State Directors of Junior Colleges and Coordinators of State Systems of 2-
year Colleges, Henderson stated “there is an increasing need for accurate and cofnparable
statistics for use not only as a management tool, but also as a research tool to measure and
give direction to this growtﬁ” (p. 25). Even today, what is missing from the research
literature at the national level is an objective analysis of financial data, based upon

empirical revenue and expenditure data, by community college type. Filling this void



provides the impetus for this study.

Purpose of the Study
The purpose of this study was to examine the institutional capacity of rural

community colleges. This study examines the differences found in the revenue and
expenditure patterns for publicly controlled rural community colleges, using the typology
for community colleges developed by Katsinas and Lacey (in press). A central premise to
this stﬁdy is that the effectiveness of rural community colleges is relevant to both access to
educational programs beyond high school and the economic development of their
communities. Making use of the Finance Module of the U.S. Department of Education’s
Integrated Postsecondary Education Data System (IPEDS) information, the analysis will
compare academic years 1992-93 and 1996-97 (2nd release - August 4, 1998). It will
indicate: 1) Whethe;‘revenue and expenditure patterns among peer rural community
colleges have changed over time; 2) whether significant differences exist in the revenues
and expenditures when the rural community colleges are classified as small, medium, and
large; and 3) how revenue and expenditure patterns among peer community colleges in the
three rural categories compare to overall éverages for all publicly controlled community
colleges in the United States.

Prior to the 1992 reauthorization of the Higher Education Act, federal regulations
did not require postsecondary institutions to fill out IPEDS financial survey forms
specifying revenue and expenditure data. Until that time, institutions voluntarily

participated, leading to highly varied rates of participation between any two given years.
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It is highly likely, Katsinas and Lacey (in press) have argued, that smaller institutions with
smaller staffs and less sophisticated institutional research offices participated at much
lower levels from year to year -- in the range of 15 to 30 percent -- than larger urban and
suburban community colleges. Finally, since 1994, completing the IPEDS surveys became
mandatory for colleges and universities to remain eligible for receiving federal financial aid
dollars, providing a major incentive to institutions to fill out all nine of the IPEDS surveys.
Therefore, the level of barticipation and cdmpliance by two-year institutions in completing
the [PEDS ﬁnancialéurvey has improVed the accuracy of the data base. This is
underscored by the recent rural initiatives within the Office of Community Colleges
Liaison (CCL) at the U.S. Department of: Education described in Chapter Two below.

The topic of this study is not only important in a timely manner with respect to the
major challenges facing all levels of higher education, but to rural community colleges in
particular. At the national lével, in 1997 the American Association of Community
Colleges (AACC) chose to maintain its urban community college commission while
disbanding its rural commission. In 1996, under the leadership of Jacqueline Woods, in
the CCL within the U.S. Department of Education, an initiative to serve rurél community
colleges was begun. This initiative coincided with major efforts launched by the Ford
Foundation in 1993 and the W. K. Kellogg Foundation in 1997. Finally, the creation 6f
the Education Commission of the States Community College Policy Project, funded by the
Metropolitan Life Foundation, also has brought increased attention by state policy-makers
to community colleges. Should the empirical analysis prove formidable, it may lead to

discussions that would focus on issues that could include appropriate levels of funding
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and/or benchmarking certain expenditure categories for publicly controlled rural two-year
institutions. In this way, this study could have significant benefit to both public and
private rural community colleges, and in turn have policy implications at federal, state, and

local levels.

Significance of the Study

A key concept important to this study is the relationship between the community
college and economic development in the community. Recent years have seen a number
of nationally respected foundations, public policy organizations, and public sector agencies
expressing a renewed inter_est in using the rural community college as a tool to address
both of these issues.

These organizations include the CCL within the United States Department of
Education. During the past two years, the CCL has hosted a series of regional meetings
specifically oriented toward rural community college officials to inform them of federal
programs in which these institutions had previously lnot been active participants. This
author has been in personal contact with officials within the CCL office who have
indicated strong interest in this study (personal communication, Dr. Allen Cissell, October
15, 1998). Another indigation of the interest in the rural community college is evidenced
by the 10 year commitment on the part of the Ford Foundation to its Rural Community
College Initiative (RCCI). Administered by MDC, Incorporated, of Chapel Hill, North
Carolina, the RCCI was initiated in 1995 with the participation of 10 pilot colleges ﬁorﬁ

economically distressed rural areas including Appalachia, the Lower Mississippi Delta, the

23



Border Region of Texas, the Four Corners Region of Arizona, Colorado, New Mexico,
and Utah, and the Tribal Colleges located in the High Plains. This unprecedented 10-year
commitmerit on part'of the Ford Foundation was the first time in that foundation’s history
where its divisions of rural poverty and education had ever collaborated on a joint project.
Presently, the W. K. Kellogg Foundation is building upon its 40 years of involvement with
rural developmerit and community college leadership programs to support new efforts
related to rural community colleges. One of the most important Kellogg-supported
initiatives has been Project ACCLAIM at North Carolina State University. A
collaborative effort of state level community college officials and institutional leaders in
Maryland, North Carolina, South Carolina, and Virginia, ACCLAIM has attempted to -
develop appropriate models that will help community colleges becéme catalysts to
promote access and economic development; as well as to address pfessing community
needs in each of these states, all of which have a substantial rural population.

The twin themes of using the rural community college as a tool to advance and
broaden access and to enhance economic development underlie all of these initiatives. It is

not insignificant to note that the AACC published Edgar J. Boone’s boo'k, Cbmmunity

Leadership through Community-Based Programming: The Role of the Community

College, and has formally endorsed the modeling ACCLAIM has fostered (1997). And,
finally, the last year has seen the emergence of collaborative efforts of Mississippi State
Ux;iversity‘and Alcorn State University to create a Center for Rural Community College
Leadership, a multi-state consortium (Alabama, Arkansas, Louisiana, and Mississippi) of

higher education and business leaders. Their desire is to create a national “League for

24



Innovation” emphasizing rural community colleges (Stephen G. Katsinas, personal
communication, July 21, 1998).

The natural question is: Why all of the interest in rural community colleges, and
why now? First is that federal and state policy-makers have been concerned with rural
development policy in a direct way since the 1930s, which saw the creation of the
Tennessee Valley Authority and the alpﬁabet agencies‘ of the New Deal. Later
involvement came with the Appalachian Resource Commission of the Kennedy-Johnson
years. Continuing federal interest is evidenced by the rural development division within
the U.S. Department of Agriculture responsible for developing federal policies and -
programs to enhance rural development. The federal interest is nothing new, however it is
likely that the globalization of markets and the greater voiatih'ty of farm commiodities are
causing the nature and direction of that involvement to change.

A second reason for all of the interest has to do with acceptance by public policy
officials of a broader role for higher education institutions. In particular, the role of
community colleges in rural areas as vehicles to premote both access and economic
development. The need has been recognized by the various state governments, admittedly
to varying degrees, to create a broad-based, universal adult education system that provides
electronic information age access to postseconciary institutions -- community, junior, and
technical colleges, as well as vocational schools that gained collegiate status—had been
proposed by the Truman Corﬁmissien in 1947, and was imbedded in many of master plans
for universal access (to reduce geographic barriers) developed by most states in the period

1955-1975. This notion was reinforced by the federal student aid programs of the Higher
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Education Act of 1965.! More recently, heightened federal interest has been evidenced by
President Clinton direct references to community colleges in both his 1997 and 1998 State
of the Union Addrgsses. In 1998, he said that “the Information Age is, first and foremost,
an education age, in which education must start at birth and continue throughout a
lifetime . . . we can make college as universal in the 21% century as high school is today”
(p. 3).

Recent federal initiatives to promote economic development, beginning with the
Reagan and Bush Administrations and continuing today, have also recognized the néed for
heightened collaboratién in rural areas to ameliorate economic distress and to advance.
workforce t;aining. The fecieral legislation that created Enterprise Zones (EZs) in urban
areas included provisions creéting an Enterprise Communities program for small, rural
communities. Interagency meetings convened by federal Housing and Urban Development
officials beginning with the Bush Administratioﬁ of senior level civil service adminiétrators
responsible for delivering a broad range of federal programs, from job training (under
Labor) to welfare (Health and Human Services), to education, have also served to focus
the attention of policy-makers on new models and policies for rural development. These
federal efforts have been to a certain extent replicated by increased coordination at the
state level, and have been reinforced by the involvement of major foundations like Ford
and Kellogg.

The overall conclusion from a review of current efforts is that a growing

!January 1999 marks the 35" anniversary since Johnson Administration announced Civil Rights
movement and passed a wave of social legislation, which the Higher Education Act of 1965 was a direct
outgrowth (Sanders, 1975, p. 88)
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recognition exists among policy-makers that rural community colleges are players, if not
the key players, in promoting policies and programs that might broaden access and widen
the circle of opportunity through economic development. Recent years halve seen sharp
challenges to the assertion of Cohen and Brawer that size, not geography, is key to
understanding differences among and between cbmmunity colleges. The work of Katsinas
(1994a, 1994b, 1996), Katsinas and Lacey (in press), and Killacky and Valadez’s 1995

New Directions for Community College Series monograph, Portrait of the Rural

Community College, as well as several of the reports of the RCCI suggest that geographic
settings explain much of the differences among and between community colleges. They all
argue that publicly controlled commuﬁity colleges should be divided into urban, suburban,
and rural categories.

In one of the more important articles on this subject, Katsinas (1996) argued that

graduate programs in community college leadership should honestly discuss key

differences in geographic settings that impact practice. Unfortunately, as Katsinas noted,

most of the evidence regafding differences among and between settings in which
leadership is to be exercised is of an anecdotal nature (p. 24). As will be demonstrated in
Chapter 2, the literature on the community collége is vastly tilted toward the multi-campus
urban and suburban districts, and'single campus urban commqnity colleges. None of the
institutional members of the prestigious League for Innovation in the Community Coliege,
which publishes many monographs and reports aﬁd is involved with partnerships with
giant firms such as IBM and Microsoft, is a small, rural community college. It may be that

rural community college leaders, who by definition have to be generalists given the lack of
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specialized staff, are not able to write for publication on a consistent basis as would the
executive leadérship within a large multi-campus districts of a Miami-Dade or Maricopa
Community College. Still, the lack of a literature reinforces the false notion that all
publicly controlled community colleges are exactly alike in both form and function.

In the last half of the twentieth century, publicly controlled two-year and four-year
institutions have gone from serving fewer than 2 million students, who were primarily
eighteen- to twenty-four-year old full-time residents to a mass system serving over 11
million traditional as well as non-traditional students. Because of this achievement,
Millard (1991) observed that the contribution of research and broader. and better
education of the work force has added immeasurable value to the economic health and
welfare of this nation's communities. He noted that most of the challenges that lie ahead
for higher education will come from changing societal and economic conditions (pp. xi-
xii). Put another way, the heart of the discussion surrounding the country’s shift from an
industrial to an information and service society has raised educational concerns as well as
the demand for a better educated workforce. Reflecting upbn the influence that
community colleges have had, Cross commented that they are often bellwether institutions
for change, and often are better suited to anticipate the inevitable need for a well-educated

public by opening their doors of educational opportunity and devising new programs and

In the 1998 Economic Report of the President, Clinton stated that “education and

training programs are of particular importance in the present economic environment as a

means of preventing poverty and ensuring opportunity for all” (p. 23). Cavan (1995)
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argued that “economic development and community services provide outreach to our
rural constituents” (p. 13). The basic characteristics Smith (1996) described as essential
for rural community colleges to possess and promote economic development include: (1)

access, (2) workforce training, (3) college transfer programs, and (4) continuing education

programs (pp. 57-9). Additionally, the federal government has shown a recent emphasis

on the importance of rural development using the Office of Community CoHege Liaison in
coordination with the departments: of Housing and Urban Development, Agriculture,
Commerce, and Health and Human Services. With emphasis, Cook in her 1998
publication Lobbying for Higher Education: How Colleges and Universities Influence
Federal Policy, cited that “historicaﬂy, national policy has contributed to their excellence
and value, so the higher education community seeks to ensure that the government
continﬁes to be a positive force” (p 4). The Committee for Education Funding report,
Education Budget Alert for Fiscal Year 1998, noted that since the Johnson
Administr-ation’s Great Society programs of 1965, federal investment in higher education

has addressed financial barriers through federal grant, work-study, and loan programs and

" nonfinancial (academic, social, and cultural) barriers using TRIO programs (p. 80). These

and other federal initiatives have rendered a framework for furnishing resources to prepare
college-bound youths for the jobs of tomorrow.
This study adds to the limited body of literature probing dimensions of higher

education finance and, specifically, the financial base and capacity of rural community

| colleges. One of the analytic difficulties confronting this study is the problem of

determining the cost of education, as opposed to the more inclusive costs of operating
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institutions. Wattenbarger (1985) argued that state funding plans should be more
consisteﬁt with community college operations for open access, curricular
comprehensiveness, local control, low tuition, ;and responsiveness to local needs (pp. 270-
3). Ifthis study can depict that there are higher or lower educational expenditures per
student FTE at these different types of institutions, then it makes the case for more and
better informed policy-rhaking, and could lead to the inclusion of provisions and
exceptions in key federal education grant programs. These might include waivers made on
the basis of institutional size and geographic location - sparseness of population or poverty
rate within region - for federal Title III and Title IV programs including but not limited to
the following: the TRIO programs for at-risk students, Institutional Aid and Endowment
Building, The National Endowment for the Arts and the National Endowment for the
Humanities Endowment Matching Grants Programs, Federal Supplemental Educational
Opi)onunity Grants, Pell Grants, College Work-Study Program, Enterprise Communities
Program in the Department of Housing and Urban Development, the Labor Department’s
Job Training Partnership Act, and the Fund for Rural Ameri_t_:a, a new initiative of the
Department of Agriculture.

The higher education industry hés often been characterized by its diversity of
institutions in missions, functions, and governance. In 1996, Campbell, Leverty, and
Sayles commented that “higher education is the largest area of state funding that is not
constitutionally mandated, dictated by matching federal dollars or otherwise required” (p.
175). Recognizing this complexity, Cook (1998) stated, “the variety of types of

institutions makes it especially difficult for the community to present a united front in
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Washington and speak with a single voice” (p. 115). Specifically, a 1990 survey by
Honeyman, Williamson, and Wattenbarger.(l99l) revealed many concerns on the part of
state directors of community college systems, and indicated that community colleges faced
a variety of critical financing problems. - The survey results criticized underfunding,
inadequate faculty salaries, limited state resources, insufficient property tax support, and
deficient construction needs at the same time that none of the respondents indicated they
were experienf:ing enrollment problems (p. 41). This reality clearly has significant policy
implications, along the lines that Wattenbarger argued: “ those involved in the legislative
process increasingly make decisions regarding the financing of the community college that
contradict the philosophjcal basis of the community college” (p. vii).

It has been 0§er fifteen years since the National Commission on Excellence in
Education released its 1983 report A Nation at Risk, and during that same period both
federal and state ﬁigding have slipped to new lows. For example, Campbell, Leverty, and
Sayles (1996) reported that from 1990 tb 1995, state appropriations for community
colleges rose by only 3 percent while enrollment and tuition increased 11 percent and 47
percent, re;pectively. -They argued, “assuming even a modest 1.5% annual cost increase
over the same period, real state support for community colleges actually decreased across
the period” (p. 177). Community colleges are becoming even more vital by fostering
comprehensive community - based e\ducation and economic develbpment in their
communities. Specifically, the slippage in federa} and state funding and assistance in
ﬁnderwritiﬁg efforts for economic development or other social programs places rural

community colleges at a severe disadvantage. That is, enabling laws differ significantly
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across the fifty states -- some disfavor categorical or non-formula components for funding
of special projects. Often these laws have evolved in such a way that unintentional
differences are left between county and district funding models.' Clearly, rural community
colleges lack the administrative and endowment bases to adequately sustain long-term
support for their community programs and human reséurce development. If an empirical
analysis can show that significant differences exist in sources of revenue per student FTE
among rural community colleges and the national averages, it can justify alternative

funding strategies and more informed policy-making.

Limitations and Delimitations

The available research on financing community colleges, Iﬁarticularly for those
interested in assessing the different aspects of revenue and expenditure patterns relative to
rural two-year institutions of higher education is limited. It is assumed that IPEDS is a
représentative data base for revenues and expenditures of rural community colleges. The
study is limitedv to examining only publicly controlled two-year colleges. It is further
' limited to how well the institutions understood the iPEDS survey questions and that the
prepared answers were as accurate as possible.

The analysis is built upon the classification system constructed by Katsinas and
Lacey (in press). An important limitation of this study vx;ould be any errors in their scheme
developed and used to classify public rural community colleges.

The study is restricted primarily to discussing federal involvement in postsecondary

education and rural economic development. This restriction is undertaken in part because
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of the economic development initiatives expressed by the Clinton Administration and
Congress. Additionally, since the working data set is not identified by state and there is
great variability among the community colleges in terms of missions, governance, and
methods of finance, discussing state initiatives would be beyond the scope of this study.

The study is restricted to the fiscal periods of 1992-93 and 1996-97. This
restriction recognizes several factors: (1) the number of rural community colleges varied
very little, (2) data( from these t\;xfo fiscal years is readily available and complicated only
slightly by differences in data record lengths, and (3) economic and social data for these
two time periods is available from the U.S. Bureau of the Census.

The strong national ecorior‘ny duriné the mid-1990s makes the period of fiscal
years 1992-93 to 1996-97 an interesting period of study. The national economy moved
from a recessionary period to a long period of growth and prosperity, where it currently
resides. In general, higher education has to do well in good economic times because it
muét absorb enrollment growth and inflation during poor economic times. How well rural
community colleges have done during this period of strong economic e);pansion is of
particular interest. Since changes in a state’s economic base generally lag behind those
taking place nationally, this study will restrict its comments to factors influencing the
national level.

The revenue and expenditure line items are total figures for small-, medium-, and
large-sized rural community colleges. These figures do not indicate patterns of

expenditures available to different types of students attending rural community colleges.

Nor does the study determine the degree to which funds are equitably distributed among
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students from different income groups, racial and ethnic backgrounds, and ability levels.
This study does not separate or disaggregate by economically well off and poor
areas across rural America. It also does not separate or disaggregate by state. The
content of this study, however, might significantly supplement a discussion of factors
affecting those colleges across the nation to statewide audiences such as lawmakers,
educational leaders, corporate leaders, and tﬁe general public. In particular, for those
policy-makers who wish to get resources and a helping hand to low income people for
access to higher education, job training, and welfare to work, this study might provide an
important understanding regarding the capacity of perhaps the single most important
institution in rural America, the rural community college.. It could provide an invitation
for the public, administrative and gcademic officials, and state and national officials to
discuss, debate, criticize, and suggest recommendations for meeting the broader funding

needs of public education at secondary and postsecondary levels in rural communities.

Research Questions

This study was designed primarily to be exploratory or inductive research and to
describe empirically what is going on among and between the revenues and expenditures
of rural community colleges as defined by Katsinas and Lacey (in press). In his 1993
article Grounded Theory: An Alternative Approach to Research in Higher Education,
Conrad reasons that inductive research is discovering and creating theory so as to guide

future research (p. 280). He commented that an exploratory study is guided by research

.questions in order to facilitate the generation of theory (p. 281).
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In her 1995 publication, Handbook of Research Methods: A Guide for

Practitioners and Students in the Social Sciences, 2™ edition, Sproull expressed that not all

research projects require hypothesis testing. Her reasoning for using research questions
stemmed from the fact that insufficient information was available to formulate hypotheses,
such as previous research on the topic. That is, the study is meant to explore some area
more thoroughly in order to develop some specific hypothesis or prediction thatvcan be
tested in future research (pp. 41-42). Sproull points out that “hypotheses statements
predict relationships between variables while research questions ask if a relationship
exists,” and that both research ap_préaches are much the same except that research
quest_ioné are interrogative and hypotheses are statements (p. 42).

Given that this research on rural community colleges is exploratory, coupled with
the fact that information on the topic is nearly non-existent, the proposed methqdology for
conducting this study poses research questions to test the hypothesis and to guide the
direction of data collection and analysis. It is anticipated that the answers to the following
research questions will provide a baseline of objective, empirical data to support
propositions that have only been supported by anecdotal evidence to date, and will allow
other researchers to go beyond this .exploratory study to explore further differences that
might exist among and between urban, suburban, and rural community colleges.

The three primary research questions and related secondary research questions are

as follows:
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Primary Research Questions

1) Are there significant differences in the revenue and expenditure patterns
between small-, medium-, and large-sized publicly controlled rural based
community colleges, compared to the universe of publicly controlled
community colleges from across the country for fiscal year 1992-93?

2) Are there significant differences in the revenue and expenditure patterns
between small-, medium-, and large-sized publicly controlled rural based
community colleges, compared to the universe of publicly controlled
community colleges from across the country for fiscal year 1996-97?

3) Was there significant change in the revenue and 'expenditure patterns between
small-, medium-, and large-sized publicly controlled rural based community
colleges, compared to the universe of publicly controlled community
colleges from across the country between fiscal years 1992-93 and
1996-97?

Secondary Research Questions
Each secondary research question appgnds to Primary Research Quéstions
Numbers 1 - 3: "

Does state, local, and federal support per FTE differ at publicly controlled rural
community colleges compared to the universe of publicly controlled
community colleges? |

Does tuition income per FTE vary at publicly controlled rural community colleges

compared to the universe of publicly controlled community colleges?
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Does support from endowments, private gifts, and grants per FTE differ at publicly
controlled rural community colleges compared to the universe of publicly
controlled community colleges?

Do education and general expenditures per FTE vary at publicly
controlléd rural community colleges compared to the universé of publicly
controlled community colleges?

Do non-education expenditures, such as auxiliary enterprises- per FTE, vary at
publicly controlled rural community colleges compared to the universe of
publicly contrqlled community colleges?

Do salary and benefit expenditures per FTE differ at publicly contfolled rural
community colleges compared to the universe of publicly controlled

community colleges?

Definition of Terms
To assure a common understanding, definitions are offered for the terms used here

and throughout the study. The financial definitions for revenues and expenditures were
provided by the Department of Education’s National Center for Education Statistics as
part of the general instructions of the annual [PEDS Finance Survey. The financial terms
aré intended to be consistent with an audited financial statement, and with definitions in

tﬁe Financial Accounting and Reporting Manual for Higher Education published by the
| Natjonal Association of College and University Business Officers and the Audits of

Colleges and Universities as amended in 1975 by the American Institution of Certified -
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Public Accountants. Finally, the seventh edition of Elementary Statistics by R. Johnson

and fifth edition of Statistics for Management and Economics by Mendenhall, Reinmuth,

Beavers, and Duhan were used as references in defining the statistical terms.

Revenues

Aucxiliary enterprises refers to revenues generated by self-supporting operations
of the institution that exist to furnish a service to students, faculty, or staff, and that charge
a fee that is directly related to the cost of the service. Examples are food services, student
health services, and college stores.

Current fund revenues refers to unrestricted gifts, grants, and other sources
earned during the reborting period and restricted resources to the extent that such funds
- were expended for current 6perating purposes. Current fund revenues are by source and
include tuition and fees, government appropriations, government grants and contracts,
pﬁvate gifts, grants, and contracts, endowment income, sales and services of educational
activities, auxiliary enterprises, other sources, and independent operations.

Endowment income refers to thé unrestricted and restricted income of
endowments and the income generated by funds held in trust by others under irrevocable |
trusts. |

Government appropriations (federal, state, and local) refers to all amounts
received by the institution through acts by a legislative body, excepts grants and contracts.
Funds are intended for meeting current operating expeﬁses, not for specific projects or

programs.
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Government grants and contracts (federal, state, and local) refers to amounts
received from govennngntal agencies that are for specific research projects, training
programs, and similar activities for which amounts are received or expenditures are
reimbursable under terms of a government grant or contract. |

Independent operations refers to revenues and expenditures associated with

. operations independent of or unrelated to the primary mission of the institution. This

category generally includes only those revenues and expenditures associated with major
federally funded research and development centers.

Other sources refers to all revenues or expenditures not covered elsewhere.
Examples include interest income on investments or miscellaneous sales and services.

Private gifts, grants, and contracts refers to revenues from private donors for
which no legal consideration is involved énd private contracts for specific goods and
services provided to the funder as stipulation for receipt of the funds.

‘Sales and services of educational activities refers to revenues derived from the
sales of goods and services that are incidental to the congiuct of instruction, research or
public service. Examples are film rentélé, testing services, scientific and literary
publications.

Tuition and fees referg to all tuition and fees (including student activity fees)

assessed against students for educational purposes.

Expenditures

Academic support refers to those support services that are an integral part of the
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institution’s primary nﬁséion of instruction, research, or public service. Examples are
expenditures for library, academic computing support, academic administration, and
personnel development.

Auxiliary enterprises refers to expenditures generated by self-supporting
operations of the institution that exist to furnish a service to students, faculty, or staff, and
that charge a fee for that is directly related to the cost of the service. Examples are food
services, student health services, and college stores.

Current fund expenditures and transfers refers to the costs incurred for goods
and services used in the conduct of the institution’s operations. Current fund expenditures
are by function and include budgeted expenses for instruction, research, plant and
maintenance and operation, and the acquisition cost of capital assets.

Institutional support refers to expenditures for the day-to-day operational
support of the institution, excluding expenditures for physical plant operations. The type
of expenditures include general administrative services, legal, public relations, and fiscal
operations.

Instruction refers to expenditures by departments, and other_instructional
divisions for both credit and non-credit activities. Examples are general academic
instruction, occupational and vocational instruction, special session instruction,
community education, preparatory and adult basic education, and remedial and tutorial
instruction.

Mandatory transfers refers to transfers from the current fund that must be made

in order to fulfill a binding legal obligation of the institution. Some exaniples are amounts
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set aside for debt retirement and interest or the institutional matching portion for Perkins
Loans, Federal Supplemental Education Opportunity Grants and Primary Care Loans.

Nonmandatory transfers include those transfers from current funds made at the
discretion of the governing board to service a variety of objectives, such as additions to
loan funds, funds functioning as endowments, or funds set aside for voluntary renewals
and replacement of plant.

Operation and maintenance of plant refers to expenditureé for operations
establishéd to provide service and maintenance related to grounds and facilities used for
educational and general purposes. Examples are utilities, fire protection, and property
insurance.

Public service refers to expenditures for activities established primarily to provide
non-insfructional services beneficial to groups external to the institution. Examples are
seminars, projects, and cooperative extension services.

Research refers to funds expended for activities specifically organizeci to produce
research outcomes and commissioned by an agency either external to the institution or
separately budgeted by an organizational unit within the institution. This category does
not include expenditures for training programs.

Scholarships and fellowships refers to expenditures given in the form of oqtright
grants and trainee stipends to individuals enrolled in formal course work, either for credit
or non-credit.

Student services refers to funds expended for admissions, registrar activities, and

activities whose primary purpose is to contribute to students’ well-being and to their
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intellectual, cultural, and social development outside the céntext of formal instructional
program. Examples are career guidance, éounseling, and financial aid administration.
Total education and general employee compensation refers to total current
funds expenditures for compensation -- total salaries and wages plus employee fringe
benefits.
Total salaries and wages for education and general refers to total current funds

expenditures for salaries and wages.

Alpha is the level of significance, or sometimes referred to as the critical value,
used in determining the regions of rejection or acceptance. The most frequently used
probability value for alpha is 0.05, however assignment may depend upon controlﬁng the
number of errors. For example, the more serious the error, the less likely for it to occur,
and therefore a smaller probability is assigned.

Average refers to an arithmetic technique commonly used to measure central
tendency of a quantitative population or sample and often referred to as the mean. The
terms average and mean will be used interchangeably-throughout this study.

Analysis of variance (ANOVA) refers to a statistical analysis used to test a
hypothesis about several means as measured by the sum of squares of deviations from the
mean. ANOVA provides for testing the null hypothesis - all means are equal - against the
alternative hypothesis - at least one mean value is different - with a specified level of

significance or alpha factor.
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P-value refers to the probability that the test statistic could be the value it is or a
more extreme value - in the direction of the alternative hypothesis - when the null
hypothesis is true. The decision rule is if the p-value is less than or equal to the level of
significance, alpha, then the decision must be to reject the null hypothesis and the result is
said to be statistically signiﬁcant. If the p-value is greater than the level of significance,
then the decision must be to accept the null hypothesis and the result is determined to be
statistically insignificant.

Quartiles refer to values of the variable that divide the ranked data in quarters;
each set has three quartiles. For example, the first qﬁartile indicates that, at most, 25
percent of the data are smaller than the value in question compared to the third quartile
where, at most, 75 percent of the data are smaller than the value in question.

Variance refers to the average of the squared deviations c;f the measurements

about their mean.

Other Terms
Community college ishan institution which offers “certificate or degree programs
through the Associates of Arts level and, with few exceptions, offers no baccalaureate
degrees” (Carnegie Foundation, 1987, p. 7). The 1994 Carnegie Classifications indicated
that 1,471 “Associate of Arts Colleges” served 6.5 million students, or 41 percent of the
total students enrolled in U.S. institutions of higher education (p. 4). Additionally, the
term b“community college” will be used interchangeably with “two-year college,” “jl-mior.

college,” and “technical college.”
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Gross Domestic Product (GDP) refers to production taking place in the United
States and facilitates as a measure of economic activity.

Human Capital refers to the knowledge individuals acquire during their lifetime
and use to produce goods, services, or ideas in market and non-market circumstances
(Miller, 1996, p. 8).

IPEDS refers to the Integrated i’ostsecondary Education Data System conducted
by the Department of Education’s National Center for Education Statistics

IPEDS Universe refers to all publicly controlled two-year postsecondary
institutions - urban, suburban, and rural - that were down loaded from the IPEDS data
base at the time of this study.

Non-federal funds for education generated by federal legislation refers to
spending excluded from the U.S. Budget for support in the form of federal graﬁts; and
guarantees and subsidies for loans made by banks and public and private lending
authorities to postsecondary students loans such as Federal i*"amily Education Loans,
Perkins Loans, and State Student Incentive Grants, and Work-Study Program (U.S.
Department of Education (NCES 97-383), 1997, pp. 12-3).

Off-budget support refers to federal money that has been excluded from the
budget by law and includev Federal Direct Student Loan program (William D. Ford Direct
Loans) which began making loans as of July 1, 1994 (U.S. Department of Education
(NCES 97-383), 1997, pp. 1, 12).

On-budget funding refers to federal programs that are generally set through

Congressional appropriations (U.S. Department of Education (N CES 97-3 83), 1997, p.1).
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Rural community college is based upon the Katsinas and Lacey (in press)
definition which refers to institutions located outside of the 100 largest metropolitan
service areas as defined by the U.S. Bureau of the Census. In addition, the basis Katsinas
and Lacey use to describe small-, medium-, large-sized rural community colleges is
studeht enrollment where small-sized is less than 1,000 students, medium-sized is greater
than or equal to 1,000 students but less than 2,500 students, and large-sized are
institutions with enrollment greater than or equal to 2,500 students (pp. 27-8).

Workforce development refers to the education and training programs for
participants or those who wish to participate in the workforce, delivered through formal
and informal means, that are designed to enhance the skills of people to gain or maintain
socio-economic status (Katsinas, 1994b, p. 1). Workforce development revenues from
governmental agencies are recorded under the categories of federal grants and contracts,
state grants and contracts, and local grants and contracts. It should be noted that
worl;force developﬁent can also include certain grants and contracts such as National
science Foundation undergraduate training grants that are not strictly workforce
development, but workforce development represents-a vast mix of funding-under this

category.
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CHAPTER TWO
RELATED RESEARCH AND LITERATURE REVIEW
Introduction

This study proposes to study the institutional capacity of rural community colleges,
and ‘in particular, their ability to provide access and economic development. This chapter
reviews the related literature pertaining to finance in order to assess how access has been
treated in the literature, as well as how rural community colleges fit against the backdrop
of federal and state economic development policy. In this way, the results of the empirical |
study presented in Chapters 3, 4, and 5 can be plaéed agaiﬁst the broader canvass of policy
and institutional practice.

The investigator’s intent is therefore to provide an understandable theoretical
framework based upon gmpirical data that explains existipg interrelationships that guide
financial décisions and other related judgments for day-to-day practitioners and policy-
makers alike. It is useful to place the proposed study of community colleges revenue and
expenditure patterns within the larger context of the literature. An investigation of
Unive_rsity Microfilms International (UMI) Digital Library of dissertations and theses
revealed that of the over 1.5 million en;ries available as of September 4, 1998, just 3,462
or 0.2 percent addressed various topics involving community colleges. An additional sort

of the community college dissertations revealed that just 4 pertained or dealt with financial
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issues, and were dated 1979, 1980, 1981, and 1987. A further investigation of the
Educational Resources Information Center (ERIC) archive revealed 22,506 articles on
community colleges between the years 1966 and 1998. Of these, only 47 or 0.002 percent
" were concerned with or involved financial issues. Finally, the 1994 ASHE Reader Series

on Community Colleges, second edition, is comprised of 36 articles, of which 3 published

in 1980, 1981, and 1991 -- had to do with community college ﬁnar;ce. .The point here is
that the literature concerning community college finance is quite limited, as is the literature
on rural community colleges generally.

The literature on the entire subject of rural community colleges is limited, and that
of community college finance even more limited. In examining the Ohio Link on-line
archive of books and monographs held within the combined libraries of public universities
and community colleges across the State of Ohio, a total of only 5 books and monographs
could be accessed using the search words “community college finance.” Of these, oniy 3
were written within the past 20 years. And of these, only one, Breneman and Nelson’s
1981 influential Brookings Institution-published work, Financing Community Colleges: An
Economic Perspective, attempted to offer a comprehensive treatment of the subject, albeit
from an economic-efficiency perspective.

The organization of this chapter begins with a brief review of the relevant literature
on rupal community colleges. This is followed by a section on coﬁlmunity co 1lege' finance
and highlights the relevant and very limited literature on the varied revenue and
expenditure patterns. A third section summarizes economic development while examining

federal and state initiatives related to rural development and the use of the community
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college as a vehicle to foster such development and generate economic opportunity. This
section is a lead-in to a discussion of relevant policy in rural areas, and in particular the
emerging consensus that the rural community college is perhaps the most important, if not
indispensable, educational institution within Rural America. A fourth section reviews the
literature on state funding and tuition policy, with special focus on the higher non-tuition
expenses related to the operation of and attendance at rural community colleges. This
literature review sets up the drgumeﬂt that policy-makers at federal and state levels should
expect significant variance in the revenue and expenditure patterns between the average
for all publicly controlled community colleges and that of rural community colleges.

A final section reviews the Katsinas and Lacey (in press) Classification System for
community colleges that was used by this study to categofize publicly controlled rural
community colleges into small-, medium-, and large-size. This provides a starting point
for the empirical data analysis of U.S. Department of Education’s Integrated
Postsecondary Education Data System (IPEDS) data that follows in Chapter Three. Ii is
the empirical analysis of the major components of the revenue and expenditure patterns
that lies at the heart of this study, in that taken together, they shed light on the relative
institutional capacity of the rural community college to deliver both access and economic

development.
A Brief Review of the Literature on Rural Community Colleges

Relevant to rural community colleges, Katsinas (1996) has argued that implicit in

much of the higher education literature is the notion that great homogeneity exists among
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and between community colleges in the United States. While they share a commitment to
open access, comprehensiveness, and responsiveness to local needs, community colleges
are a diverse group of institutions. This diversity is reflected in geography, demography,
governance, and institutional size. All affect college culture and the -roles played by
community college educators and leaders who complete gradﬁate programs in higher
education. What works in a large, multi-campus urban community college system does
not necessarily work in a small rural setting, and vice versa.

Unfortunately these differences have not been adequately recognized in the
community college literature. The tendency to treat community colleges as homogeneous
ihstitutions prevails. In their 1981 book, Financing Community Colleges: An Economic
Perspective, Breneman and Nelson offer a prime example for tﬁe advocacy of high-tuition
and high-financial aid policies. Their underlying assumption that the widéspread
availability of federal student financial aid removed fhe need for states to continue low or
no tuition at their publicly controlled community colleges to promote access may make
sense in the abstract (pp. 29-30). But it does not account for the fact that students in
different regiolns have different non-tuition costs associated with college attendance.
Students in urban areas, for example, usually can access publicly subsidized mass transit
which makes attendance relatively easy. In rural areas, however, students bear the
transportation costs and find the purchase of a used automobile is a prerequisite to
attending college (Katsinas, 1996). Field trips by Stephen G. Katsinas (personal
communication, September 17, 1998) as part of a Ford Foundation-sponsored research

project to rural community colleges in Massachusetts and Minnesota, states with tuition in
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excess of $1,900 per year, confirmed that the cost of college attendance is well beyond the
maximum available federal Pell grant of $2,350 per year, causing many who start college
on a full-time basis to drop out or revert to part-time status in their second year of study.
Since World War II, the late Howard R. Bowen was probably this nation’s leading
authority on the subject of higher education finance. His scholarly perspective was
molded following service in presidencies of both public and private universities. Bowen’s
path-breaking research on economics and finance of higher education led the Association
for the Study of Higher Education to name its career achievement award, the highest
honor it makes, in his honor. Dr. Bowen’s writing about higher education finance and
economics spanned over a quarter century, and its scope and concepts continue to be
well-cited today, as researchers and policy-makers reflect on what drives the costs of

higher education. For example, his 1980 publication, The Costs of Higher Education:

How Much Do Colleges and Universities Spend per Student and How Much Should They

Spend?, was listed as part of the bibliography of the August 15, 1996 U.S. General
Accounting Office report, I-Lfgiler Education: Tuition Increases Faster than Household
Income and Public Colleges’ Costs. One of Bowen’s most important contributions was
his “revenue theory of cost,” which advanced the notion that cost is determined by the
amount of revenue institu;tions receive.” This argument highlights the leveraging of
revenue and the cumulative effect it has on expenditures.

The revenue theory of cost provides a guide as to why costs between institutions
may vary so much. Bowen (1981) commented that “the range of differences in cost per

student is astonishing” (p. 21), noting that colleges or universities involved with graduate
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and professional studies are likely to have higher costs per student than institutions
concentrating on the instruction of freshmen and sophomores. Finn’s (1989) sentiment
was that “Bowen has vsagely noted that colleges tend to maximize revenues and then spend
everything they take in,” and he characterizes the matter as an “impulse that often leads to
needless outlays and self-indulgent consumption” (p. 181). Bowen (1981) argued that
cost differences may be affected by location in urban or rural settings, by location in
different parts of the country, and simply by the size of the institution (p. 21). He also
observed that “diﬁereﬁces in expenditure remain even when only educational costs are
considered and when the institutions being compared seem to have similar missions,
location, and size and to be rendering services of similar quality” (p. 21).

Bowen also argued that prevailiné costs were also influenced by informed
estimates and short-term and long-term economic conditions. For example, in 1980
Bowen emphasized that “useful cost comparisons, either over time or among institutions,
require that expenditures be related to the number of units of service rendered” (1980a, p.
4). A reliable indicator of output in his view would be the number of student units
adjusted for teaching load. This measurement affords a basis for cc;mparing educational
costs per unit. Bowgn contended, however, that the costs per student unit is intentionally-
conservative, and is not a perfect measure. Instead, he argued that students are
themselves the input of the education process rather than the result of it. The works of

Alexander W. Astin with his 1985 book Achieving Educational Excellence and others

substantiate this view.

The National Commission on the Role and Future of State Colleges and
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Universities (1986) reported that “the bottom line outcome of education is improving
students’ competence, knowledge and skills” (p. 36). Clearly, the real outcomes of higher
education tend to gravitate toward learning, development, cultural advancement, and
economic growth. Despite the ongoing concern of identifying an appropriate unit of
service for colleges and universities, the debate remains unresolved today and likely will
remain so.

Clearly, both societal and institutional factors play a large role in determining the
costs of mgher education. In 1981, Bowen argued that diversity among institutions was a
desirable trait, however with it came an “amazing” disparity of educational cost
differences among fypes of institutions of higher education. In his examination of two-
year and four-year publicly controlled igstitutions, Bowen commented that “in no respect
are colleges and universities more diverse than in their unit costs-that is, in the amount
they spend per student” (p. 21). These cost differentials would suggest that diﬁerences do
exist among and between institutions, based upon the type of educational program
delivered, as Qell as in the base costs of delivery for specific geographic settings (urban,
suburban, or rural). Such differences, if they can be identified and quantified, have
significance to public pblicy-makers at the federal and state levels, and particularly at the
state level, given the primary role of states in providing base operating budget support.
Finaily, Boyer (1.989) articulated, “how to protect these prerogatives while still answering
to the larger community is the essential challenge” (p. 193).

In 1978 at the Fifth David D. Hénry Lecture at the University of Illinois entitled

the Sociallyvlmgosed Costs of Higher Education, Bowen stated that “total current
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expenditures grew from $2.2 billion in 1949-50 to an estimated $41.9 billion in 1975-76 -
a nineteen-fold increase. Part of this remarkable growth was due to an explosion of
enrollment and part was due to_price inflation” (p. 12). He also offered another
explanation fér the rapid growth in expenditures - that they had been induced in part by
social demands for new services, new activities,‘and new standards of operation. This
widespread phenomenon affects higﬁer education, nonprofit organizations, municipal,
state, and federal agencies making them subject to social pressures resulting in new and
increased expenditures (pp. 12-3), he argﬁed.

Bowen (1978) concluded that socially imposed costs could be divided into two
groups: (1) costs for actual program operations and (2) costs associated with compliance
or information (p. 15). These costs are like a tax, and “to finance them, organizations
must either increase their revenues or make offsetting reductions in regular costs” (p. 17).
Additionally, Bowen predicted that higher education would have more difficulty in shifting
social costs, and reasons that for-profit enterprises were to be financed mostly by product
sales while higher education receives only a part of its income from tuition and fees and
the rest lfrom state appropriations, gifts, and investment income. In order for institutions
to recover from increased social costs, “they must usually enlist the aid of legislators and
donors as well as raise prices in the form of tuitions and fees” (pp. 18-9).

In the 1990s, two decades after Bowen’s writing, the grim reality is that the abilit.y
to control financial dimensions such as rising costs and the amount spent per students
garners great public attention. Cook (1998) pointed out that “in addition to concern about

the high cost of a college education, there were growing doubts about its value” (p. 36).
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Publications such as the 1998 report of the National Commission on the Cost of Higher

Education,’ Straight Talk about College Costs and Prices, or the U.S. General Accounting

* Office’s (GAO) reports Higher Education: Tuition Increasing Faster Than Household

Income and Public Colleges’ Costs and Higher Education: Students Have Increased

Borrowing and Working td Help Pay Higher Tuitions, have spotlighted escalating tuition
and its effect on students and their families. The GAO’s 1998 follow-up report, Higher

Education: Tuition Increases and Colleges’ Efforts to Contain Costs, highlighted that for -

" “two-year and four-year publicly controlled colleges and universities, the size of tuition

increases was linked to several financial variables such as revenues from government
appropriations, grants, contracts, gifts and changes in costs to provide education. Even as
resources have become tighter, higher education continues to be criticized for its
bureaucratic and inefficient operations.

In 1993, McPherson, Schapiro, and Winston observed that many of the complaints
about higher education related to the perceptions of wasteful spending and nebulous

educational outcomes (1993a, p. 3). In a related view on financial administration at

- community colleges, Lorenzo (1994) expressed that as a result of hard times, community

colleges have had to find proper balance between their missions and plans and margins by
choosing among legitimate preferences, alternative strategies, and competing interests (p.
198). Bowen (1980a) may have put the much needed understanding about the effective

use of assets in simpler terms with his observation that behaviors and factors that

2public Law 105-18 (Title IV, Cost of Higher Education Review, 1997) established the National
Commission on the Cost of Higher Education as an independent advisory body and called for a
comprehensive review of college costs and prices.
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determine the costs of higher education, which are a combination of both societal and
institutional factors (p. 1).

For state policy-makers concerned with community colleges, these “amazing
differences” in revenues and expenditures have important public policy implications for
reasons that include, but are not limited to the following: First, in most states, state
enabling law sets the “ground rules” by which the institutions were created. These ground
rules can include the process by which local property taxes for capital as well as operating
purposes are assessed and approved, tuition and fee policies are developed, and rules
governing participation in incentive-funded and performance-funded categorical programs
are established (Katsinas, 1996). A second reason has to do with state participation in the
appropriations process, both in request and allocation phases. Given the differences in
ground rules between and even within states, B\owen’s 1981 conclusion is not surprising
that:

substantial differences in costs do not necessarily connote significant

differences in outcomes. That is why the costs for institutions of similar

missions and similar levels of quality may differ, and it is why institutions of

similar cost may have different educational outcomes. (p. 23)

As Lackey and Rowls (1989) noted “the goals of higher education institutions are
important, but they vary from one school to the next” (p. 47). The expres;sed notion is
that the efficiency of educational institutions and their rela}ted costs are bound to vary
naturally while efficiency implies lowest cost as well as achieving social benefit.

Therefore, while some states fund economic development activities and others do not,
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Bowen (1980a) argues “lumpiness” in allocating resources influences the scale of

operations, the economies of scale, and tends to push costs up (pp. 178-9).

A Review of the Literature On and Related to Community College Finance

As one reviews the very limited literature of community college finance, the same
goals appear time after time. In 1977, Bowen commented that basic principles concerning
access were eloquently summarized some thirty years before, in the influential report of
the 1947 President’s Commission on Higher Education (p. 38). Cohen and Brawer (1996)
found that the Commission, popularly called the Truman Commission, reported that
“because around half of the young people can benefit from formal studies through grade
14, the community colleges have an important role to play,” and also suggested changing
the name junior college to community college because of the expanded functions (p. 13).
They further commented that the Comﬁﬁssion recommended an increase in the number of
community colleges to promote geographic access and expansion of terminal programs for
civic and social responsibility and occupational programs that would prepare skilled,
semiprofessional, and technical workers (p. 220). Eaton (1994a) believed the effect of the
Truman Commission was to create a unique identity for two-year institutions. She
elaborated and stated that the Commission “launched the contemporary community
college and its accompanying commitment to access . . . the effect of increasing the
community college’s prominence and assisting it in its quest for legitimacy” (p. 36).

Over half of a century has passed since the issuance of the Truman Commission

Report, during which time the nation developed a network of two-year institutions that
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spans 49 of the 50 states. Community colleges provide an indispensable opportunity for
students by adding to their social well-being and to their economic growth through
workforce training and enhanced quality of life. From the turn of this century, community
colleges have been built upon a rich heritage and remain a purely American in.stitution
(AACC, 1997, p. 4). They are complex organizations of considerable diversity in size,
scope, and sources of funds and have achieved their objectives by combining three basic
resources: human, ph};siéal, and financial (Lorenzo, 1994, p. 187). Cohen and Brawer
(1996) noted that “of all the higher education institutions, the community colleges |
contributed most to opening the system” (p. 28).

Most historians argue that the public community college movement began near the
turn of the century with the creation of Joliet Junior College in 1901. AACC (1995)
reported that in 1907, the California legislature passed the nation’s first enabling law
which authorized high schools to offer the first two years of college. Ten years later,
‘California began providing local and state support for these colleges (p. 2). Similarly,
other states such as Michigan and Texas began establishing community colleges well |
before the Great Depressioﬁ. As the nation experienced several serious economic
downturns following World War I and the Great Depression, mény community colleges
attempted to meet the demands and néeds of the public through a curricula that was
predominately vocational and technical, often referred to as career educatioﬁ (Cohen &
Brawer, 1996, p. 22).

Passage by Congress of the Serviceman’s Readjustment Act of 1944 was

motivated by a desire to offset labor market imbalances and potentially high
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unemployment, by awarding the returning veterans access to a postsecondary education.
Cohen and Brawer (1996) described the G.I. Bill as “the first large-scale financial-aid
package ... [that]... made it possible for people to be reimbursed not only for their tuition
but also for their living expenses while attending college” (pp. 26-7). AACC (1995)
reported that “between 1944 and 1947, enrollment at community colleges doubled as
more than 250,000 new students registered” (p. 3). Three years later, in 1947, the
Trumén Commission prémoted the idea of creating a national master plan that would

make higher education accessible to all citizenry. Higher education historian Roger

Geiger (1993) commented on the Commission’s forecast that “while projecting an

expansion of higher education based on doubling enrollment rates of college-age cohorts
by 1960, the Commission presumed that this expahsion would take place in public
institutions” (p. 42). |

The noted community college pioneer Raymond J. Young, who assisted with the
development of master plans for 55 two-year colleges in the U.S. between 1950 and 1976,
wrote in 1996 that “up until the mid-1950s, the development of public two-year colleges
had been erratic, haphazard, and largely without plan” (p. 5). The 1960s witnessed the
demographic waves of the post World War II “baby boomers,” the veterans returning
from Korea and Vietnam, and the college deferment policies that led directly to the

investment and mass expansion of all two-year and four-year public colleges and

universities. The Truman Commission had suggested that both federal and state resources

would need to be tapped to construct facilities, enhance programs, and develop faculty.

This actually occurred during the 1960s, as universal access beyond high school came to
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| be seen as critical. The late M. M. Chambers wrote in 1976 that:
access means not only admissions for current secondary school graduates,
but also for adults of all ages -- for all adults of all ages -- fof all who
choose to continue their formal education for longer, shorter, or
intermittent periods, full time or part time, in traditional or non-traditional
institutions, including open universities and colleges without walls. (p. 44)
The growth of publicly controlled community colleges in América between 1960

and 1998 has been extensive. In the 1997 book, No Neutral Ground: Standing By the

Values We Prize in Higher Education, Robert Young stated that “the community college
is America's bellwether of access and success” (p. 179). Clotfelter (1991) expressed that |
community colleges were worthy of special attention and “have been hailed as
'democracy’s colleges,’ . . . because the option of transferring to a four-year degree
.program following successful completion of the associate degree allows those of modest
means to have an affordable option for attaining a college degree” (p. 33). Smith (1995)
reported that at the end of nine decades the community college “movement includes nearly
1,500 institutions that serve more than 11.5 million students: 6.5 million seeking an
academic credential and about 5 million more in all other academic activities such as
contipuing education” (p. 27). Community colleges are located in nearly every state and
range in size from a couple of hundred students to over 50,000 students. The AACC
(1997) reported that in the academic year 1994-95, publicly-controlled community
colleges enrolled nearly 52 percent of all undergraduates in the United States, with an

average enrollment of about 3,500 credit students (pp. 20-1). Lackey and Rowls (1989)
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remarked a key to the success of American higher education has been the ability of the
system to open colleges in places of greatest need (p. 46). Pederson (1996) wrote that
“any challenge to the policy of the open door, or to programs based on open door, may be
denounced as elitist, directly threatening America's continued developmént asa
progressive and democratic nation through the agency of the community college” (p. 85).

Honeyman and Bruhn (1996) commented that “higher education is also a complex
operation funded by a delicate balance of revenue sources. These sources are diverse and
differ in each state” (p. 1). A 1993 review of government appropriations by McPherson,
Schapiro, and Winston concluded that reduced_ funding levels have affected tﬁition and
expenditures (1993b, p. 31). The U.S. Department of Education’s National Center for
Edﬁcation Statistics (NCES) reported in fiscal year 1995 that current fund revenue for
publicly controlled two-year and four-year colleges and universities totaled $119 billion,
neariy 2 times the amount of revenue recorded just 14 years before, in fiscal 1981 (1997,
p- 341). While total revenues increased, state support declined. NCES (1997) reported
t-hat'in fiscal year 1981, public tax-supported revenue for higher education equaled 50
percent of all revenues; this figure slipped to 38 percent in fiscal year 1995 (p. 341).
Revenues generated by tuition and fees (18.4%), gifts and grants (17%), and sales and
services (23._1%) together constituted the majority of total funds received (NCES, 1997,
p. 341). Based on this author’s calculation, in terms of constant 1995 dollars, the slippage
in state tax-baséd support between fiscal years 1981 and 1995 for publicly controlled two-
year and four-year colleges and universities equated to slightly over $22 bill_ion.

Mortenson (1997, November) found that “the FY 1998 level of state tax funding for higher
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education was 68 percent of the FY 1979 support level” (p. 5). This slippage in state tax

support has been characterized by many commentators as a fiscal crisis. Specifically,

Cohen and Brawer (1994) stated, “the state legislatures are the penter of concern as the

community colleges compete for ﬁmds with all other state-supported agencies” (p. 18).
By the mid-1990s, the focus of state legislators, state coordinating bodies,

institutional governing boards, and higher education administrative leaders was to slow the

. .pace of postsecondary expenditures while preserving quality and access and not

compromising institutional leadership and autonomy. The challenge has been difficult.
The nightly television network news reports along with many popular news magézines |

such as Newsweek, U.S. News and World Report, and Time feature articles spotlighting

increased college tuition and its effect on students and their fMes. Despite its
achievement, in developing a mass system of higher education over the past fifty years by
advancing access at publicly controlled two-year and four-year institutions, the industry
continues to be criticized for its bureaucratic and inefficient operations not praised for
contributions in improving economic and social outcomes.

B In reality, the past fifty years have seen tremendous growth in higher education
through joint efforts of federal, state, and local governments. Nevertheless, the financial
problem higher education seems to have incurred is that as it got bigger, it failed to
balance changes in its operations and practices to changes in the marketplace. This
forgetfulness is not the sign of a mature industry as Arthur Levine and others would
believe and allege that higher education is overextended (1997, p. A48), but rather one

still seeking ways to grow and serve or accommodate the ever increasing demand for its
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services.’

As Bowen wrote in 1974, “the upper limit on the number of persons who may
participate in higher education is, by and large, set simply by the number of persons Over
18 in the population” (1974a, p. 149). He argued, “the purpose of education is to develop
the intellectual and moral powérs of persons, promote good citizenship, enrich the culture,
and help people achieve the satisfaction of learning and knowing” (p. 157). In 1998 Cook
reaffirmed Bowen's belief by stating, “apart from its direct impact on the economy, higher
education is important because it enriches the lives of the citi;enry” (-5). In add‘ition to
These benefits, as Katsinas and Lacey noted in 1989, the nation’sA economic development.
and continued well-being is really tied to producing a highly trained and skilled workforce.
Here, in fulfilling this role, higher education has yet to mature and is more essential than
ever before, as America shifts toward an electronic information age that places an ever-
increasing premium on the learning how to learn new skills and technologies obtained at
institutions’of postsecondary education.

In the 1980s and 1990s, community college enrollments continued to experience
solid growth. Cohen and Brawer (1996) stated that “the various curriculér functions
noted in each state’s legislation usually included academic transfer preparation, vocational-
technical education, continuing education, refnedial education; and community service” (p.
21). AACC (1995) reported that during this period, “the mission of community colleges

became sharper and more complex. It more firmly embraced access and equity issues,

3 Arthur Levine, President of Teacher’s College, Columbia University, who feels strongly that higher
education has matured. In an op-ed piece published on January 31, 1997, in The Chronicle of Higher
Education, he illustrated his reasoning by citing the government’s attitude toward other mature industries.
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community activism, and encouragement of life-long learning” (p. 4). Cohen and Brawer
(1996) commented that “the trend in community college curriculum was decidedly
towards career and developmental education in the 1970s; the 1980s and 1990s saw a
cessation of that trend, and succeeding decades may see it swing back toward preparing
the general education person” (p. 351).

Today, depending upon students’ needs, community colleges are capable of
effectively offering and delivering adult education, career education, terminal education,
continuing education, and community-based education. The modern publicly controlled
community college has emerged as a truly multi-purpose institution, as visionaries such as
Leonard V. Koos (1925) and W. C. Eells (1931) had hoped with their writing in the 1920s
and early 1930s. Pedersen in 1997 wrote that as a group, the proponents of community'
colleges' purposes “extol its success as democratizer of access and as the principal means
by which higher education has been brought within the reach of virtually all Americans” .
(p. 501). With the stage now set, attention is turned to an examination of economic
development and the federal and state initiatives that have taken place and their effect on

community colleges.

Economic Development, Community Colleges and Rural Development

In the review of literature, below, ecpnomic development will be summarized as it
relates to federal and state initiatives and community colleges. Economic development is
often defined by a community in terms of rising employment, higher wages and benefits,

and increasing quality of life for all citizenry within the defined service area. For this
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reason, Katsinas and Lacey (1989) argued for an expansive vision of economic
development, recognizing that it often ijs community development, given the interrelated
nature of education, health facilities, cultural facilities, and recreational facilities.

Rodriguez and Ruppert (1997) argued that the State Higher Education Executive
Oﬂicefs (SHEEO) to should help define the leadership role that postsecondary education
should play in workforce developmént in the states. They noted “it can serve as a
conceptual framework and ‘remindgr’ that workforce-related issues must be addressed as
paft of policy deliberations on issues of postsecondary education access, cost, and quality”
~ (p. 363). The importance of higher education and job creation was also underscored by

Mortenson in his September 1998 article, Employment Change Among Industrial Sectors

Based on Educational Attainment, in which he wrote “those economies that are creating
jobs; at the fastest rates have the highest shares of college educated workers.” Mortenson
remarked that there was a strong correlation between higher education and economic
development as measured by job creation. More specifically, he noted that between 1980
and 1996, the largest job growth in the world was in the United States followed by distant
second place Japan, as America’s employment has increased by 27.6 percent, from
99,303,000 jobs to 126,708,000. Based on this measure of job growth, Mortenson related
that differences between countries' employment growth was due to the composite or
proportion of employment in various industry sectors and the percent of those employees
having college degrees. He concluded, “throughout the industrial world jobs are being
created - economic growth is occurring - in industrial sectors most dependent on college-

educated workers” (pp. 15-6).
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In attempting to understand the productivity paradox, researchers have found that
the interaction between labor and capital leaves more than 50 percent of the reason for
economic growth unexplained. Studies showing deep concern about the relationship
between human capital and labor markets have indicated that human “know how” is most
often neglected yet the most influential factor in sustaining economic growth. The
evidence has shown an apparent discontinuous relationship and unyielding trend between
capital and labor toward human capital stock. The widespread movement of these three
components over time has reflected capital remaining stable, labor diminishing, and human
capital - knowledge base - advancing as the dominating factor in supporting economic
growth (SQ T. Jutila, personal communication, January 22, 1999). This notion is also
supported by Becker (1993) who stated, “in modern economies, the hﬁman capital sector
réﬁes on skilled and trained labor more than the consumption sector does” (p. 337). He
illustrated his point by explaining that the high technology sector has highly educated
employees, while nfmy service and goods industries rely on unskilled labor (p. 337).
Simply put, advances in productivity and technology and the conﬁection with human
capital offer higher education an opportunity for a prosperous future.

In addition, Layzell and Lyddon (1996) stated, “the primary ways that higher
education has become involved in economic development efforts have been in the forms of
research activities, work force education and training, and business partnerships with
higher education” (p. 322). For example, the Family Support Act of 1988 created the Job
Opportunities and Basic Skills Training (JOBS) program under Titles IV-A and IV-F of

the Social Security Act, which encouraged, assisted, and required applicants for and
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recipients of Aid to Families and Dependent Children (AFDC) to fulfill their
responsibilities to suppoﬁ their children by preparing for, accepting, and retaining
employment. Other programs include the Job Training Partnership Act (JTPA) created in
1982, and programs sponsored through the Carl D. Perkins Vocational and Applied
Technology Education Act, and services offered to businesses and industry to improve the
productivity of the local workforce. Marshall and Glover (1996) mentioned that in the
new global information economy under conditions of free trade and high movability of
capital and technology, the quality of a nation’s human resources becomes a key factor in
determining the strength of its economy (p. 36). In fact, individuals affected by the new
welfare reform act, known as the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (P. L. 104-193), will depend upon education and training in
order to enter or to return to the workforce.

* A 1997 review of state economic policy by the National Conference of State
Legislatures" Task Force cited several favorable and valuable outcomes derived from
using economic incentives to aid economically distressed urban and rural communities.
The apparent benefits included: (1) encouraging job creation and keeping firms from
moving, (2) allowing historically underdeveloped states to catch up with other states, (3)
leveling competitive differences among the states, (4) benefitting business nationally by
promoting states to make tax and regulatory policies more uniform, and (5) reducing the
tax burden on business (p. 2). To optimize these benefits, states have been encouraged to
strategize programs and policies and concentrate their resources and efforts on tailoring

economic incentives and evaluating current circumstances such as tax policies and levels
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of educational attainment (p. 3). The 1998 Economic Report of the President pointed out

that “perhaps the most important change in the labor market over the past 25 years has
been the increase in the demand for more educated workers” (p. 149). The apparent
message for policy-makers and other community stakeholders is to ensure the
understanding of their communities in terms of needs, capacities, and strengths. There has
been a relatively recent wave of research from comﬁlentators including Boone (1997),
Katsinas (1994b, 1996), Katsinas and Lacey (1989, in press), Katsinas and Mi]ler,(1998),
and Palmer (1996) who have noted the participation of community colleges in workforce
development and training and the powerful link to communities' economic development.
Researchers have long understood the value of having a college present as a
community resource. Chambers (1963) wrote “a respectable and flourishing college .is a
very important economic and cultural asset to any local community. It tends to produce
educated manpower for the local industries ahd professions as well as the state and the
nation” (p. 23). Breneman and Nelson (1981) stated, “concerted efforts at economic
development that include vocational programs at community colleges can provide benefits
for both the local community and specific empldyers” (p. 51). In 1991, Millard
commented that America’s college campuses were repositories of our cultural heritage
and a source of the nation’s future intellectual and economic growth (p. 68). Dozier
{1996) commented that “in economic development there is a broadening of the focus from
traditional student to entire workforce” and some segment of th¢ workforce will require
education, development, and fraining (p. 17). The responsibility of meeting community

needs, Eaton (1994a) explained, “takes many forms in the community college.” She
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further commented that “in general, community colleges look beyond their traditional
credit and degree programs in order to meet community needs . . . including educational
and training needs of local business and industry” (p. 41). Moreover, Vaughan and
Eisenberg (1997) stated that “America’s community colleges are the ideal organizations, .
.. for these colleges function daily at that point where higher education and the larger
community intersect” (p. 33). Gianini (1997) characterized economic development for
community colleges as having an intellectual scope that reaches beyond skills-and-drills
job preparatioh. He went on to~$tate that “current ecoﬁomic development includes a
commitment to community enhancement through the provision of comprehensive
educational programs for present and future employees” (p. 14).

It is fairly clear that rural communities face @ny challenges and their economic
development has long been of interest to federal and state policy-makers. The
December/Jénuary 1986-87 issue of the Community, Technical, and Junior College
Journal contains several essays written by community college presidents regarding the
challenges facing rural community colleges which can be summarized as follows: (1)
economic conditions have become extremely competitive; (2) few understood and
appreciate the importance of community colleges as local human resource development
centers; (3) greater diversity in student population including dispIaced workers and
nontraditional and part-time students; (4) the economic life of any industry hangs on its
ability to keep pace with managerial and technological changes, which requires training
and retraining of the workforce; (5) rural community colleges have to make the transition

from being suppliers of a locally trained and educated labor force to that of assuming
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leadership in economic development; (6) economic development deals with the efforts of
the local community to recruit new industry to provide new jobs and increase the tax base;
and (7) 'identify those structures that influence and direct the economic growth and
development in the college's service area (Bryden, Conrad, Lidstrom, Sharples, Weiss, and
Young, pp. 26-8). A common theme in each of these essays was the involvement of rural
community colleges in local econoﬁﬁc development. In a related article, Katsinas (1994a)
commented that the role of community colleges in economic development has been a topic
of long-standing debate and explored three very practical functions community colleges
may have in community economic development programs, namely: technology transfer;
employment, training, and literacy programs; and economic impact studies (pp. 67-8).

In their 1989 American Association of Community Colleges monograph,

Economic Development and Community Colleges: Models of Institutional Effectiveness,

Katsinas and Lacey made a distinction between traditional and nontraditional economic
development initiatives used by community colleges. The traditional initiatives centered
upon jobs supporting a largely manufacturing-based economy that existed prior to the end
of the Vietnam War, and reflected in the vocational and ocqupational curriculums at
community colleges. They described eight models of nontraditioﬁal economic
development initiatives. The models included: (1) serving as a community resource by
providing human resource developmentqand training; (2) serving as a community resource
_for economic development planning; (3) serving as a community resource to collect,
analyze, and distribute information on local social, cultural, and economic trends; (4)

serving as promoters of entrepreneurship within the traditional postsecondary
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vocational/occupational curriculum; (5) serving to pool community resources to assist in
the incubation and success of new and existing small businesses; (6) serving as a
community resource to assist with industrial retention through the promotion of pooled
information regarding new hldugtrial processes and technologies; (7) serving as a helping
agent with any organization or agency whose basic goals—the promotion of the quality of
life through enhanced participation in economic, social, and cultural affairs—are shared;
and (8) serving as helping agents willing to innovate and take risks to stimulate community
growth and economic development as catalytic agents (pp. 13-25). Katsinas (1994a) also
elaborated that nontraditional economic development initiatives revolved around
occupations targeted more toward the information age. Some self-reported examples of
community colleges' efforts included office automation centers, technology transfer
centers, small business incubation centers, and customized employment training programs
(pp- 69-70). |

Boone cast an expansive role of community colleges in economic development. In
his 1997 book, Community [.eadership through Community-Based Programming he
argued “those community colleges that have experienced the greatest success in
community-based programming, leaders have acquired a substantial knowledge base about
their service-area communities and the dynamics of the social, economic, political, and
technological factors encompassed within those communities” (p. 198). Dozier (1996)
explained that economic development initiatives required community colleges to create an
effective delivery mechanism for their core competencies to get to their local communities

(pp- 15-6). Palmer (1996) observed that community colleges’ leaders have also used
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economic development projects as a way to enhance their institution’s image and utility (p.
199). While the economic and societal irnportarice of postsecondary education continues -
to rise in its meaning for families and individuals, it remains a curious phenomenon that at
a time when higher education has never been more important, state investment and, to
some degree, local investment has remained flat or declined. The consequence has been to
cost shift an ever-larger portion of financing college onto the backs of students and
famﬂies.

The Rural Community College Initiative (RCCI) noted that America has over 600
rural community colleges and one in four is located in economically distressed areas from
Appalachia to the Mississippi Delta, from the Texas-Mexican border to northern New
Mexico and the Indian reservations of the West (1996, p. i). In 1998, Rubin and Autry
indicated there were three uniquely challenging roles that rural community colleges face.
First is rural community colleges are small - a rule of thumb has been colleges need 1,000
students to generate enough credit hours to cover their administrative and overhead costs
and remain financially viable. Second is the rural service area tends to_be large making the
cost per student to be high. Third is rural community colleges have a big mission since
they are rooted in and important to their community’s future (p. 2). Finaﬂy, Rubin and
Autry (1998) also mentioned two essential reasons for ensuring the existence and viability
of rural community colleges. First, rural communities need access to education and,
second, rural community colleges can be catalysts for economic development (pp- 2-3).

Wallus (1996) commented that states’ workforce development programs have

been influenced considerably by block grants serving several federal job skill initiatives
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such as School-To-Work Opportunities Act, Carl D. Perkins Vocation Education and
Applied Technology Act, Job Training Partnership Act, and the Adult Education Act (p.
25). The apparent dilemmas states have had to face have been designing and coordinating
programs that address differences in local priorities, economies, education, industries, and
job market demands. This formidable challenge has left states attempting to balance what
Wallus described as “achieving effective coordinatioﬂ between training and education
providers and employment and economic interest” (p. 29).

Rubin and Autry (1998) delineated policy options and funding mechanisms for
states wanfing to utilize community colleges as vehicles for rural economic development.
The first policy recommendation was for state policy-makers to strengthen rural
community colleges by having funding formulas take into account their small size and high
cost per student and need for greater economies of scale. The objectives included
ensuring community colleges: (1) remained financial viability, (2) offered important high-
cost programs, (3) used telecommunications affordably and effectively, and (4)

encouraged regional collaboration. Their second policy option was to use rural

~ community colleges as catalysts for economic development. Here, the objectives included:

(1) supporting workforce training in rural communities, (2) using rural colleges as agents
for technology transfer and small businéss development, and (3) nurturing leadership for
rural development (pp. 3-6). '

In the 1998 report, Community Development: A Survey of CDFI Organizations’

Use of Performance Measurements, the GAO reported the results of a survey involving

the goals of economic development by noting the ever-increasing popularity of economic
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development of communities through listing the top development goals and percentage of
acceptance. They were: create new jobs (66%), create new businesses (60%),
retain/expand existing businesses (60%), revitalize local economy (57%), expand self-
employment opportuhities (55%), retain existing jobs (53%), create wealth for individuals
and communities (51%), promote sustainable businesses (50%), increase average wage
(25%), and improve benefits/wages of existing jobs (15%) (p. 16). The result of this
survey supports the notion that economic development and workforce planning are

inextricably linked, and although it is not directly clear from the survey, the works of

" Katsinas and Lacey (1989) and Rubin and Autry (1998) have demonstrated that

community colleges straddle these two areas, and have the potential to make an enormous -
contribution and be catalysts for economic development in local communities.

Edmund L. Gleazer, who for 21 years served as President of the American
Association of Community and Junior Colleges (1962-1981), prophesied closer ties
between community colleges and economic development in'hjs 1980 book, The
- Community College: Values. Vision and Vitality. He pointed out that “a primary function
of community colleges is to aid those in the community who want to learn hov;z to secure
certain basic necessitiés. Among those are: housing, health, employment, food and
citizenship rights and responsibilities” (p. 20). RCCI (1996) stressed economic
development can create jobs, raise income, and generate capital and reinvest that capital in
~ the region's businesses, institutions, and people and that community colleges were
uniquely positioned to enhance a region’s economic and eaucation opportunities. In

particular, RCCI (1996) indicated community colleges often provided the missing link |
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between economic growth and access to education by dealing with low levels of
educational attainmerit and high poverty - two familiar barriers to a region's economy
development (p. 2). As a means for diversifying and adding resilience and stability to
regional economies, RCCI (1996) outlined several potential roles for community colleges
in economic development, namely: (1) providing regional leadership for economic
devéldpment, (2) being the center of a regional workforce development system attuned to
employers’ changing needs, (3) promoting technology transfer and competitiveness, (4)
encouraging entrepreneurship and small business development, (5) developing programs

“that target poor people while creating jobs, and (6) advancing a strong education ethic
(pp. 4-3).

Bosworth (1997) also turned attention to the challenges facing community colleges
and the changing US economy dominated by service industries rather than
manufacturing. He stated that:

too many community colleges are trapped within outmoded and failed

systems of workforce development that seek to relegate them to the

passive role of education and training suppliers when what is needed are

proactive catalysts for helping employers get more- competitive, change

resource policies, and better meet their workforce needs. (p.10)

In a related article, Rubin and Autry (1998) remarked that “rural colleges are often the
only institutions in their communities with the stature, stability, resources and flexibility to
provide leadership for economic development.” Rural community colleges can be

empowered by their ability to access, process, and use collaboratively information to solve
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local problems they argued (p. 3). These critical needs provide the incentive for rural
communities to develop new strategies that would allow their community colleges to
pursue these challenges and function as the agents for business development and job
creation. |

RCCI (1996) observed that community colleges are simultaneously active on both
the supply and demand side of the labor market. For example, community colleges are
working to create jobs while at the same time training people to fill those jobs. The
flexibility of these institutions provides them the opportunity to build important
relationships within the community and the region. In fact, RCCI described community
college’s role in economic development as “institutions simultaneously responsible for
both place-based economic development and people-based education and training
strategies” (p. 1) and, in the end, be “powerful catalysts as well as bridges” (p. 3).

The importance of postsecondéry education in workforce preparation was featured
through authors and events during earlier parts of the century such as Koos in 1925 and
the 1947 President’s Commission on Higher Education. This notion was also supported
' by Bowen who in 1973 stated:

a nation's system of higher education can be managed according to two
basic principles: the rﬁanpowér principle, where the objective is to produce
the right number of persons for various vocations and professions and the
free-choice principle, where the_: object_ive is to supply education and
response to the choices of students. (p. 109)

A critically important work in the history of community colleges, Building
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Communities: A Vision for a New Century, the 1988 report by the Commission on the

Future of the Community College, concluded that workforce preparation was an essential
mission of schooling (p. 16). The Commission also recommended ways for rural colleges
to improve the curricula by combining technical and general education studies to insure
greatér and closer relevance to the demands of business and society (p. 19). This
recommendation would potentially create economies of scale between high-cost and low-
cost curricula and help solve, subsidize, or offset partially the struggle rural colleges may
have with tight budgets. For example, some possible alternative ways of lowering
operating costs and enhancing economic opportunities would be to transmit courses using
telecommunication or encouraging collaboration arrangements between neighboring
campuses through joint programs, which has great bearing on rural community colleges’
ability to dgliver comprehensive, broad-based curricula.

In addition, the Commission on the Future of Community Colleges (1988)

reported also that there was a growing mismatch between poorly or narrowly skilled

workers and present and future work place requirements (p. 38). To illustrate, the Ohio

Skills Gap Initiative recently reported that only 7 percent of the high school seniors were
prepared for learning and performing most skilled entry-level jobs (“Ohioans,” 1998,
December 26, p. 3). The rules and conditions of today's competitive marketplace demand
a more sophisticated workforce in order to achieve and maintain the high levels of
perforxﬁance and productivity needed. The knowledge and improved skills required by
today's workforce narrO\‘)v the gap between working and learning and diversify a region's

economic base to provide opportunities for its people and viable economy.
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Bosworth (1997) recognized the importance of education and training and making
a difference in people's standard of living and stated, “the education bias is huge and the
economic consequence of poor skills is cruel” (p. 11). A 1996 GAO report, Job Training:
Small Business Participation in Selected Training Programs, found problems within the
existing U.S. job training structure and, suggested that “the training being provided to
current and future workers may not be sufficient to ensure a workforce with the skills
necessary for fostering economic growth and improved hvmg standards” (p. 3). The GAO
report cited the Department of Labor's-Bureau of Apprenticeship and Trainirig (BAT)
Apprenticeship 2000 initiative, which identified the lack of skills in current and future
workers as a serious problem. Finally, the GAO report acknowledged that The
Commission on the Skills of the America Workforce of the National Center on Education
and .the Economy had recommended the nation move toward a more comprehensive
system of education in which skills upgrading for most workers should be a central aim of
public policy (p. 3).

The typical rural employer is small, employing less than 250 workers. The
Commission on the Future of Commimity Colleges (1988) commented that many two-year
colleges have established relationships with employers to make human resource
development possible and serves as the long-term key to economic growth. Put a
different way, collaborations with employers for workforce training and economic
development of the commuﬁity have made it possible for citizens to cope with a rapidly
changing technological world of work and employers survive in an increasing corﬂpetitive

environment (p. 38). Becker (1993) acknowledged that education and training were
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helpful in coping with changing technologies and advancing productivity in the

manufacturing and service sectors (p.' 25). According to the 1996 GAO report, “small
employers have special training needs because of the workers they tend to employ” (p. 4).
Often rural employers are bound geographically and limited in their ability to pay a high
.wage compared to their urban and suburban counterparts. For these reasons, rural
employers have limited access to a wider labor market and often end up hiring workers
with fewer skills and less education.

Unfortunately, barriers may block economic development and stall growth in rural
areas. In 1988, Reich noted four additional barriers that may hamper a rural community's
economic development as inadequate transportati(')n, communications, technology
extension, and worker training and retraining (pp. 5-7). Other examples were revealed by
the 1996 GAO report conéerning job training programs and small business participation
which identified several barriers and categorized them as economic, institutional, and
informational. First, economic' barriers related to the cost to participate, loss of
productivity during the training period, and the loss when newly trained employee leave.
Second, institutional barriers are those operations within the organization that discourage
or disqualify participation. Third, informational barriers occur when employers are unable
to identify training needs or acquire knowledge about available training programs (p. 6).
Not surprisingly, some barriers may be more difficult to address or deal with than others.

There appears to be growing support at the national level as reflected in the 1998

- Economic Report of the President, which discussed the importance of removing barriers

to education and training programs and to the economic environment they serve “as a
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means of preventing poverty and ensuring opportunity for all” (p. 23). The force

contihued in President Clinton's 1999 State of the Union: Meeting the Challenges of the

21* Century, speech as evidenced in his message that:
America has created the longest peacetime economic expansion in our
history with nearly 18 million new jobs, wages rising at more than twice the
rate of inflation, the highest home ownership in history, the smallest
welfare rolls in 30 years, and the lowest peacetime unemployment since
1957. For the first time in three decades, the budget is balanced. Froma
deficit of $290 million in 1992, we had a surplus of $70 billion last year. (p.
1)
A significant portion of the President’s speech was devoted to favoring investments in
people, corhmunities, and technology. A brief review of the Background on President

Clinton’s Agenda for the Nation: State of the Union Address, showed the President's plan

included re-efnployment initiatives and reviving the 1995 proposal for a G.I. Bill for

' America’s‘ workers that would reform employment and training of individuals, a 10
percent tax credit for gmployers who provide workplace education programs, new market
investment initiatives supported by $15 billion in ne\;v capital for inner cities and distressed |
rural areas, additional grants for newly identified EZs, and new funding for expanding the

Community Developnient Financial Institutions Fund into distressed communities (1999,

pp. 10-1). Additionally, the report Clinton-Gore livability agenda: Building livable

communities for the 21st century requested additional funding for collaboration between

neighboring communities - cities, suburbs, and rurals - to foster regional “smart growth”
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strategies through local partnerships (pp. 1-2).

It is apparent that both the overall stability and composition of a regional economy
are determinates of educational acéess. Likewise, the intervention of education of a
region's poiaulation affects its economic potential. Both points are increasingly more true
in areas where labor markets are demanding higher skill levels and the local workforce is
unable to supply the needed skills. Unless access to education and accompanying training
programs are improved, a region's economy will decline or be limited an\d likely experience
high rates of out-migration and unemployment. |

For the sake of equity, since community colleges perform multiple tasks in
response to their evolving and expanding missions and goals, does the capacity exist to
provide both access and economic development given the fractured and limited resources?
Can rural community colleges succeed in light of heighten mandates of state policy-makers
to demonstrate effectiveness and concrete measures? It is curious that as the economy
enters its 94" month of prosperity - marking the lbngest ever postwar period of economic
growth and the lowest unemployment rate of 4.3 percent in 41 years that federal, state,
and local investments in higher education would continue to shrink. This seems on its face
irrational. Implicit in this criticism is that while economic prosperity benefits all citizens,
prosperity also depends upon a flexible mix of activities that are dependent upon a variety
of historical, political, and marketplace actions and non-economic activities that include
interest and commitment in improving resources for equity, learning, and restoring
competencies and skills available for business, labor, and government. Clearly, economic

development is directly tied to educational attainment and labor force productivity, and the
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nation's economy has proven to be highly flexible in its ability to adapt to different mixes
of skills such as manufacturing, service, and technology (Rosenfeld, 1992). Despite these
reasons, both two-year and four-year publicly controlled colleges and unﬁzersities continue
to undergo fiscal pressures, more costs have shifted to students and parents, and needy -
students have had their resources decline as the federal and state shares for higher
education have decreased (Katsinas, 1994b). Accordingly, a degree of balance or general
equilibrium for financing higher education is needed; especially for rural community
colleges that serve underdeveldped regions that may not have sufficient institutional

capacity or financial base to adequately support their community's needs.

Federal Initiatives in Economic Development

The federal government has long been a partner in economic development with
U.S. higher education. Appropriations date from the passage of the Northwest Ordinance
of 1787, to the Morrill Acts of 1862 and 1890, to the Hatch Act of 1887, to the G.I. Bill
of 1944, to the National Defense Education Act of 1958, to the Higher Education
Amendments of 1965 (commonly referred to as the nation's bedrock for higher education
policy) to the Basic Opportunity Grants program (Pell grants) provided by the Education
Amendments of 1972, to loans for needy students provided by the Middle Income Student
Assistance Act of 1978. In the 1950s and 1960s, Cook (1998) wrote that “the Cold War
era, and the threat from the Soviet Union led lawmakers to funnel vast sums into support
for American higher education” through the G.I. Bill and the Higher Education Act of

1965 (p. 26).
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The federal government has aimed initiatives at economic development that have
produced innovative solutions and opportunities for lifting rural areas out of a deep
depression, poverty, and/or high unemployment. For example, Table 1 provides a profile
of economic and educational factors for the Appalachian Region, which is regarded as one
of the largest poverty stricken areas in the United States covering 13 states and over 400
counties. Two direct efforts used by the federal government to improve the hvmg
standards in Appalachia included the Tennessee Valley Authority (TVA) and the
Appalachian Resource Commission (ARC). Both were seen as vehicles to foster
economic development to the Appalachian Region. Today TV A runs some of the largest
a;ld most efﬁciently run energy plants in the world. In 1965, President Lyndon Johnson,
with his Great Society legislation, authorized the Appalachian Regional Development Act.
ARC initiat'ives involve three cpmplementary activities for development: physical, human,
and business. The efforts of TVA and ARC illustrate how federal initiatives joined by
states’ offices of economic opportunity have created self-sustaining economic
development programs and critically improved the quality of life for people of Appalachia.

In addition, the federal government has been a long-time partner and stakeholder in
economic deyelmeent through community reinvestment programs were originally
enacted during the 1970s to serve low- and moderate-income areas and programs
supporting occupational entry skills such as Manpower Development Act of 1963 and
Comprehensive Employment Training Act of 1973. A more recent commitment for

community development by the federal government was passage of the Omnibus Budget
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State

Alabama
Georgia
Kentucky
Maryland
Mississippi
New York
North Carolina
Ohio
Pennsylvania
South Carolina
Tennessee
Virginia

West Virginia
United States

Appalachia

Table 1

Income Rates in Appalachia, 1995

Percentage Rural

39.6%
36.8%
48.2%
18.6%
52.9%
15.7%
49.6%
25.9%
31.1%
45.4%
39.1%
30.6%
63.9%
24.8%

NA

Per Capital
Income

$19,921
$20,433
$14,361
$18,208
$15,773
- $18,855
$20,605
$16,811
$21,082
$20,269
$19,215
$16,473
$17,733
$23,196
$19,318

Percentage of U.S.
Average

85.9%
88.1%
61.9%
78.5%
68.0%
81.3%
88.8%
72.5%
90.9%
87.4%
82.8%
71.0%
76.4%

100.0%
83.3%

Notes: (1) Appalachian Regional Commission, accessed February 10, 1999,
http://www.arc.gov/data/income/incmain.htm, p. 1.

(2) U.S. Bureau of the Census, Statistical Abstract of the United States, 1998,
Table 46: Urban and Rural Population, 1960 to 1990, and by State, 1990,

p. 46.

Reconciliation Act of 1993, which established the Empowerment Zone and Enterprise

Community (EZ/EC) program. The United States General Accounting Office (GAO) in
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its testimony Community development: The federal empowerment zone and enterprise

community program before the Subcommittee on Oversight, Committee on Ways and
Means, and House of Representatives commented that “this 10-year program is one of the
most recent federal efforts to help our nation face the challenge of revitalizing its
detgriorating urban and rural communities” (1998, p. 1). The principle for this piece of
legislation resides in taking poverty stricken communities and generating economic
opportunity for residents and establishing sustainable community development through
participation among community-based partners (p. 5). |

The EZ/EC program provides federal grants to economically distressed urban and
rural communities placing efforts on revitalization and community redevelopment through
arange of economic and social development activities and serﬁces and offering tax
incentiyes and regulatory relief to attract new and/or retain current businesses. Ina
related report, Communitz Development: Information Related to H.R. 3865, the
American Community Renewal Act of 1998, the GAO commented that the American
Community Renewal Act was designed to promote incentives to increase jobs, form and
expand small business, and increase educational opportunities and home ownership in
ecoﬁomically distressed areas (1998, p. 1).

Relating federal initiatives to community colleges, in 1996 Cohen and Brawér
wrote that “the 1947 President’s Commission on Higher Education articulated the value of
a populace with free access to two years of study more than secondary schools could
provide” (p. 13). The Commission made several recommendations that directly affected

the development of community colleges in this country: (1) the door to higher education
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be swung open, (2) increase in the number of community colleges, and (3) expand
occupational programs for preparing a skilled workforce (pp. 31, 220). Cohen (1994)
commented that the network that developed of comniunity colleges has made
postsecondary education available within commuting distance (p. 101). Put another way,
the Commission’s report was not meant to be questioned by political analystl or
Washington policy-makers, but rather, the report was designéd for responsive action,
which is what took place. |

Many experts bglieve that federal and state policy interest in community colleges is
due to the continued strong enrollments. These strong enrollments have been predicted
well into the next century, bécause of: (1) the anticipated incréasing demand for
workforce training and postsecondary education, and (2) Tidal Wave II or “baby boom
echo” and immigration, the anticipated large growth in the size of high school graduating
classes between the years 1998 and 2007. Since community colleges place a high value on
open access, it seems appropriate that they benefit the citizenry and community by
contributing to its process for economic development.

In 1994, Eaton added that “community colleges remain the single most important
resource for economic gain through education” (1994b, p. 7). The economic payoff for
posseséing workforce skills, as reflected in the wider spread in earnings between high
school graduate and college graduates, also has provided impetus. The extension of
educational resource would be used for both student and non-student related course work.
Using calculations from the National Bureau of Labor Statistics, the Committee for

Education Funding (1997) revealed that “60 percent of all jobs created between 1992 and
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2005 will require education beyond high school” (p. 5). The report added:

college graduates earn, on average, 50 percent more than those with a high

school diploma only. College education also has a direct relationship with

job security, family savings, and personal health. Federal student aid

stimulates the economy, exbands the tax base, increases productivity, and

helps address the nation's long-term structural debt by assuring future

workers have the skills and knowle(_ige to sustain America's economic

growth. (p. 68)

Mortenson (1997, December) asked what are the education requirements for the
50.6 million job openings that will occur between 1996 and 2006, and total employment
growing from 132.4 million to- 150.9 million or 18.6 million new jobs? He estimated that
all job opénings will require at least some training and the “roughly 20 million new
openings will require some form of formal postsecondary education or tfaining” (p. 14).

Equally important was the point made by the 1996 Economic Report of the President that

indicated:

by 1993 the difference in wages had nearly doubled, to 89 percent. To the

extent that this rise in the payoff to education reflects an increase in the

value of skill, improving our schools and expanding access to

postsecondary training stimulate economic growth. (p. 191)

Recognizing that education is often viewed by many as the most powerful
predictor of economic status, the Committee for Education Funding (1997) indicated that

there was strong bipartisan interest on part of the 105" Congress and the Clinton
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Administration to provide federal education programs the resources they needed to be
effective (p. 6). By way of illustration, the report pointed out that “after approving
rescissions and cuts totaling more than $1 billion for FY1995 and FY 1996, the 104"
Congress ended by appropriating a $3.5 billion increase for edﬁcation in FY1997" (p. 6).
Additionally, further comment included that “the President and congressional leaders have
announced plans to work in a bipartisan manner to fonnulatg a plan to balance the budget
by 2002 and set priorities for federal initiatives, including education” (p. 7). Most notable
was the recognition that budget requests at frozen or near current service levels were no
longer sufficient for movjng ahead those programs supporting education. In reality, these
negotiations presented an opportunity for bold action and significant new investments in
education, a requirement to responding positively to the American people's concern for
improving education, reducing the nation's debt burden, and meeting the econorrﬁc
challenges of the next century (p. 7).

As a note of special interest, President Clinton established the eight national
education goals by signing into law, the Goals 2000: Educate America Act in 1994.* This

law was an effort to support the concerned with participation, literacy, and graduation

rates in elementary and secondary education. Cohen and Brawer (1996) observed that

Goals 2000 activities centered directly on national and state-by-state assessment, and the
issuance of periodic report cards based on data collected uniformly across the nation (p.
418). Moreover, in 1997, the Committee for Education Funding noted that within the

U.S. Department of Education, six major programs out of a total of 197 accounted for

4Goals 2000: The Educate America Act, Public Law 103-227, was signed into law on March 31, 1994.
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almost 80 percent of the department's budget. Accordingly, higher education programs
such as TRIO, Federal Supplemental Education Opportunity Grants, Pell Grants, Perkins
Loans and Title 111 Institutional Aid are critical to making success in postsecondary
edﬁcation possible for thousands of students (pp. 6-7).

Robert B. Reich, the Secretary of Labor for the first Clinton Administration, noted
in 1993 that federal spending on public investments had been declining as a percentage of
GNP. For exémple, he stated that “infrastructure spending dropped from 1.14 percent of
GNP in 1980 to 0.75 percent in 1990. Spending on education dropped from 0.51 percent
to 0.37 percent” (p. 399). The 1997 U.S. Department of Education report, Federal

Support for Education: Fiscal Years 1980 to 1997, showed that on-budget federal

program support for postsecondary education totaled $15.4 billion or 21 percent of
federal education funds in fiscal year 1997. Federal support for reseaich conducted at
um'veréities and university-administered research and development centers totaled $15.9
billion or 22 percent of the on—budget funds. The report also indicated that among federal
agencies, the U.S. Department of Education was the primary provider of education funds
at all program levels for postsecondary education spending $11.7 Billion, or 76 percent of
total spending, \Aﬁth the exception of research, where the Department of Health and
Human Services provides $7.1 billion, or 45 percent of the total. Additionally, federal
support for postsecondary education extends beyond the amounts included in the U.S.
budget. Some $27.4 billion in off-budget support and nonfederal funds that are generated
by federal legislation but do not appear as budget authority of or outlays of the U.S.

Budget, assisted postsecondary institutions and students in fiscal year 1997 (pp. 9-13).
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The Education Budget Alert for Fiscal Year 1998, described the matter as being
two-fold. First, federal resources have provided access to a postsecondary education to
students who ordinarily would not have such an opportunity. This commitment has been
realized through such funding mechanisms and programs as federal grants, loans, and
work-study assistance, which have been chiefly responsible for providing access to a
postsecondary education to financially needy students. For example, the Committee for
Education Funding (1997) reported that “more than one-half of the 14 million Americans
attending college today do so with federal assistance, and the federal government provides
75 percent of all student aid” (p. 67) and “all federal grants and loans are almost one-third
of schools' support” (p. 69). Waldman (1995) reported that the “loan volume increased
from $1.3 billion in 1970 to $15.9 billion in 1993" (p. 53). The second reaﬁzation has
been the need to assure Americans are prepared to meet the challenges of the future by
wideniﬁg and deepening opportunities (p. 67). ‘

With education increasing in national concern, the Clinton Administration in the
1996 Economic Report of the President discussed the need for a “G.I. Bill for Workers;” '
which would replace the existing wdrker training syétérh with a flexible voucher that
workers could use at community colleges or other training facilities (p. 4). The
President’s 1998 State of the Union Address also commented upon the need for a “G.1.
Bill for Workers” and asked for “a simple skills grant so people can, on their own, move
quickly to new jobs, to higher incomes and brighter futures” (p. 4).

Despite consequences of a beleaguered tax structure providing indirect support to

higher education, Ernest L. Boyer, in his 1984 speech to the Association for the
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Advancement of International Education stated, “no one claims that federal legislation is
the only answer. Still, there are responsible federal steps that can and must be taken to
achieve equity and excellence and to serve as a signal for state and local leadership”

(1997, p. 38). In 1997, the Economic Report of the President noted that “the sources of

economic growth can be grouped under three headings: increases in physical capital,
improvements in human capital, and increases in the overall efficiency of the economy-the
amount of output per unit of input” (p. 29). President Clinton in his 1998 Economic

Report of the President, stated:

that is why the historic balanced budget agreement I signed into law in
1997 included the 1argest increase in aid to education in 30 years, and the

biggest increase to help people go to college since the G.I. Bill was passed

50 years ago. (p. 4)

Pafsoﬁs (1997) commented that the federal interest in higher education can be
simply interpreted in three way, namely: (1) a series of discrete historical events, (2) past
events become the building blocks and shapers of future events, and (3) policy actors
become interrelated and mutually shape one another (pp. 65-6). Additionally, proposed
federal initiatives and convincing program lines along with existing policies of direct and
indirect support identify education as playing a major, if not the key role in the economic
development of communities, and should be made available to serve as the foundation for
success. The Commission for Education F unciing (1997) noted that recent federal budget
efforts have clearly promoted and recognized innovation and new connections and

resources by “charting a successful course toward a more dynamic, competitive, and
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information-based economy in the 21* Century will depend heavily on educating a nation
that can respond to new challenges and opportunities” (p. 5). The next section traces the
development of the states’ initiatives toward community colleges and rural development

policy.

State Initiatives in Economic Development

Congress promoted statewide planning in>higher education through the Higher
Education Facilities Act of 1963, by requiring states parficipating in federal prb grams to
designate a state agency responsible for coordinating plans with the federal government.
Shnﬂar provisions found their way into the landmark Higher Education Act of 1965, as the
federal government began playing a key role in national higher education policy-making
(Carnegie Foundation, 1993, p. 36). In 1996 Epper and Russell cited that the government
provided the states further incentive to establish a comprehensive planning structure for
postsecondary educatioﬁ “through the '1202 Commissions,' established in Section 1202 of
the 1972 amendments to the Higher Education Act” (p. 3). In total, the federal
government's involvement included such areas as “research, student aid, state
coordination, and so forth, through its executive, legislative, and judicial branches” (Hines
& Goodchild, 1997, p. xxiv).

State initiatives toward economic development offer as many opportunities as it
does challenges. States extend their conditions and plenary functions on higher education
policies using three levers. First are the ground rules, which include enabling laws and

local levies that cover portions of operating and capital activities. Hines and Goodchild
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(1997) observed that the current practice is that local governmentsl provide funding for
community colleges in approximately half the states, which encourages local governments
and civic leaders to take a greater interest in higher education (p. xxv). Second is the
budget process which accommodates funding requests, appropriations, and allocations.
The Carnegie Foundation for the Advancement of Teaching reported states contributed
$490 million in 1950 and $17.6 billion in 1980 annually to the operating incomes of public
colleges and universities (1982, p. 35). Mortenson (1997, November) noted that fiscal
year 1998 state tax fund appropriations for all 50 states totaled $49.4 billion in support of
public higher education (p; 5). Their third point was that regulatory powers have been
delegated to state agencies, commonly referred to as coordinating boards. Interestingly,
Hines (1997) concluded that while state higher education agencies were in a key position
to provide and to facilitate leadership for higher education in the states, there was no
single best way to organize a state structﬁre for Bigher educétion (p. 403).

In their book Forty-Nine State Systems of Community Colleges, Terrence A.

Tollefson and Ben E. Fountain discuss states’ enabling laws for community colleges.
Ef(tending the use of this data, Table 2 illustrates the unpublished research by Stephen G.
Katsinas that links community colleges and statewide laws passed to promote
geographical access and econpmic development. Additionally, Table 3 shows a further
application of Katsinas’s unpublished work that directly links ihe three broad missions of
state community colleges which are labeled access, traditional (educational), and economic
development. Katsinas and Lacey (personal communication, March 1, 1999) argued that

economic development was a key motivating factor for state legislatures to establish
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Table 2
Year Community College Statewide Law Passed,
with emphasis on Access and Economic Development

Year Law passed to promote...

Statewide Geographic Economic
State Law Passed ' Access _ Development
Alabama 1963 X X
Alaska 1954 X X
Arizona 1960 X X
Arkansas 1973 X X
California 1921, 1960 X X
Colorado 1967 X X
Connecticut 1965 X X
Delaware 1966 X X
Florida 1968 X X
Georgia 1931 X
Hawaii 1964 X X
Idaho 1939 X X
IHinois 1965 X X
Indiana 1963 X X
lowa 1927, 1965 X X
Kansas X
Kentucky 1962 X X
Louisiana X
Maine 1986 X X
Maryland 1968 X X
Massachusetts 1958 X X
Minnesota 1964, 1991 X X
Mississippi 1922, 1964 X X
Missouri 1927, 1974 X
Montana 1940 X X
Nebraska 1926 X X
Nevada 1969 X X
New Hampshire 1945, 1983 X X
New Jersey 1966 X X
New Mexico X X NA (est)
New York 1948 X X
North Carolina 1957, 1979 X X
Ohio 1961, 1963 X X
Oklahoma 1941 X
Oregon 1949, 1961 X X
Pennsylvania 1963 X X
Rhode Island 1960 X X
South Carolina 1961 X X
Texas 1929, 1965, 1985 X X
Utah 1969 X X
Vermont 1968 X X
Virginia 1967 X X
Washington 1945, 1967 X X
West Virginia 1961 X X
Wisconsin 1911, 1965 X X
Wyoming 1945, 1961 X X

Source: Unpublished analysis by Stephen G. Katsinas of data collected by Terrence A. Tollefson and Ben E. Fountain (1992), Fortv-Nine
State Systems of Community Colleges, 2™ ed., Washington DC, American Association of Community and Junior
Colleges.
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community colleges. Katsinas further argued that in many states workforce training and
technological education programs were established before the general education transfer
functions were put into place and cites North and South Carolina were examples of this;
states that grew their community college systems from postsecondary trade schools, like
Wisconsin and Alabama prior to WWII were also examples of this; finally Ohio with its
technical colleges was an example of this.

A modern day look at evidence indicating the relationship between higher
eduéation and communities’ economic development is that over the years both federal and
state policy-makers have undertaken policies designed to create initiatives and incentives
to support economic development and expand economic growth using two-year colleges.
Hines (1988) suggested the relationship between state governments and higher education
was a form of partnership or joint venture where both entities had separate goals and
operating procedures but sought ways to work together to achieve mutually desirable ends
(p. 103). He observed that governors’ renewed interest in higher education has resulted in
increased attention in a number of states to connect education and economic development
(p- 106). Gilly and Fulmer (as cited in Hines, 1997) confirmed the importance of higher
education as a policy issue in their 1986 national study involving the responses from 32
governors. They found 47 percent of the governors placed higher education at the top of
their agendas (p. 391). Newman (1985) aiso noted that “governors and legislators are
recognizing the fact that a strong educational presence is of tremendous benefit to a
state’s prestige, economy, and quality of life” (p. 13). |

The importance of economic development to communities and states and the
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involvement of state lawmakers and governors in the process confirmed Kerr’s comment
that in many states the governor had become the single most important person in higher
education (1985, p. 46). A prime example of one governor’s interest in higher education
is Missouri’s Governor Mel Carnahan and the state's annual Governor’s Conference on
Higher Education where attendees include legislators, trustees, presidents, and other
practitioners. In fact, Governor Carnahan’s concern for the connection between human
capital and economic development was shown by his interest and questioning what was
the overall return on state investment resulting from the contact of people with a specific
component or components of Missouri’s human resource investments program. To find
out the answer, Carnahan asked four basic questions: (1) How many people get a job who
did not have a job before? (2) How many people move from below the poverty line to
above the poverty line? (3) How many people stay in a job for 3, 6, 9, 12, and 24 months?
and (4) How many currently employed people receive training in programs that help them
get a higher wage? (John R. Wittstruck, personal communication, February 19, 1998).

In addition, forming partnerships between lawmakefs, business leaders and
community colleges for job training, technology transfer, and economic development thus
provides an opportunity for generating more revenue from larger tax bases. Millard
(1991) noted that states like Ohio and Oklahoma have encouraged competition for
campuses to align themselves accordingly with their missions by setting aside a portion of
the higher education budget for performance funding through incentive and challenge
grants (pp. 74-7). He further acknowledged that a number of stateé have encouraged

higher education and industry research interaction by committing state funds for their
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support. His case in point was Ohio’s Edison Technology Centers, where academic
researchers are given the opportunity to participate and work on various industry
problems or engage in entrepreneurial activities that support community efforts for
economic development (p. 242).
Economic development was important, if not key, in establishing community

college systems in most states and, therefore, the economic development workforce
training function of the community college has a long history. Access was a motivating
factor which was broughf on by the G.I. Bill of 1944, the President’s Commission on
Higher Education of 1947, and served the needs of the baby boom generation. Therefore,
access and economic developinent have always been a close part of the missions of
community colleges. While some may diSagree whether community colleges are the
appropriate channel for servings all of these needs such as Palmer (1996, p. 202), fearing
incoherence and/or inconsistencies rather than efﬁc‘iencies as argued by Katsinas (1994b),
community colleges are pérforming these services, and the history can not be denied.

The next section fine tunes the points of view made so far by discussing the relationship

" between state investment and tuition policy.

Declining State Investment and the Shift from Low Tuition Policy

Public college and university tuition rates are greatly influenced by state policies
and the level of state budget support. Typically, for public community colleges, state
support is the largest single revenue category. The pﬁrpose of this section is to show how

declining state support has produced a cost shift and generated higher tuition charges, as
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~ states move from a public or social benefit toward a more private or individual

perspective. Whether or not rural community colleges, institutions that often serve
economic depressed rural regions of the U.S. - can make up state shortfalls through
increased tuition assessments is at best problematic.

The nation's economy in January of 1999 completed its 93™ straight month of
growth - the longest peacetime exbansion in U.S. history - including a budget balanced by
a tidal wave of tax revenues - with record breaking productivity, growth, and falling prices
(Glassman, 1999, January 3, p. B5). Higher education depends upon the health of the
economy but many troublesome matters remain, including: (1) politicians at the federal
level turning over responsibilities and resources to the stafes, (2) states' lawmakefs_
demanding accountability for public expenditures, and (3) voters calling for tax cuts.
Lorenzo (1994) suggested that these kinds of shifts in attitudes and policigs have guided
how the costs of higher education will be shared in the future (p. 202). Zumeta (1998)
added that “strong budget growth no longer assures gains in support for higher education
because of increased competition with other major state functions for funding” (p. 70). |
Consequently, states' policies and procedures have affected higher education and as a
result, there are many differences among and between the states on tuition policy.

In the Fall of 1996, there were nearly 14.4 million full and part-time students
enrolled in public and private two-year and four-year colleges and universities in the
United States. Of that, 11.1 million, or 78 percent, of the students were enrolled in two-
year and four-year publicly controlled colleges and universities. The percentage split of

total enrollment between two-year and four-year public institutions was almost even, at 48
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percent and 52 percent, respectively (“Enrollment,” 1998, August 28, p. A10). Cohen and
Brawer (1994) reported that “in some states, as many as 80 percent of the people starting
postsecondary studies do so in a community college” (pp. 5-6). The major sources of
financial support for two-year and four-year public institutions have been from state and .
local appropriations (tax dollars) and tuition and fees borne by students and their families.
Other sources include workforce development grants and contracts, auxiliary services, and
privatebgiﬁs and endowment income.

Over the past twenty years, both thé federal and state governments have opted to
divest a significant portion of their investment m higher education. Nationally, the decline
in appropriations of state tax funds for public higher education per $1,000 of personal
income has been a long-term phenomenon beginning with fiscal year 1978-79 (Mortenson,
1997, November, p. 5). Mortenson found that in that year, a peak of $11.22 of state tax
funds for public higher education per $1,000 of personal income was reached, while the
average amount 6f $7.65 in fiscal year 1997-98 repreéented the lowest reported
investment for any year since the end of the Cold War. Moreover, from fiscal year 1978-
79 to fiscal year_‘1996-97-, the U.S. average appropriation of state tax funds per $1,000 of
personal incéme fell by $3.57 or 31 percent (p. 4). Every one of the 50 states provided a
smaller share of state personal income for higher education in fiscal year 1997-98 than for '
fiscal year 1978-79. 1n fact, in fiscal year 1997-98, 21 states reported reaching their
lowest level of state tax supp#)rt for higher education, 11 states reached their second worst
funding levels for higher education, and 6 states appeared to have bottomed-out and

experienced a modest recovery (p. 5). In contrast, The Wall Street Journal reported a
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study by the Center for the Study of the States, a unit of the Nelson A. Rockefeller
Institute of Government at SUNY Albany, indicating that despite continued fears of an

economic slowdown, most state revenue departments were enjoying solid increases in tax

collections (December 9, 1998, p. Al).

In Mortenson's November, 1998 Postsecondary Education OPPORTUNiTY_
newsletter, he noted that for fiscal year 1999 total state tax funds for higher education
increased from $46.6 billion in fiscal year 1997 to $49.5 billion in fiscal year 1998 to $52.8
billion in fiscal year 1999. His interpretation of the trend was “these increases are very
modest, representing little or no real increase in state investment in higher education.”
Mortenson’s argument was that personal income had grown along with the economy -- in

fact faster than state tax fund appropriations for higher education -- therefore, “states have

_been allocating a declining share of their resources to higher education investment.” He

conceded that state resources continue accommodating other public services such as
Medicaid, corrections, and more recently, reductions in state taxes (p. 1).

Mortenson (1998, NovemBer) argued that the states have been underfunded higher
education in recent years, comparing the decline in state appropriations of 13.2 percent
between fiscal years 1979 and 1990 to the decline of nearly 20 percent between fiscal
years 1990 and 1999 (p 7). Zumeta (1998) reflected that during periods of prosperity,
higher education in the past usually recovered ground lost in recessions, but there has been
no catch-up in the latest favorable economic cycle (p. 71). In recognizing this fiscal
pressure Zumeta responded, “here's the -conundrum: Higher education is growing in social

and economic importance in an era of long-term stagnation in its public support” (p. 65).

86

104



While states' lawmakers have become more dependent upon the growing importance of
higher education as a means for stimulating economic growth and workforce
deveiopment, states continue to lessen tvheir direct investment and weaken their supportive
roles in providing postsecondary education to their citizens. This has direct bearing upon
rural community colleges, who are asked to be involved with both access and economic
development.

Some argue that the public’s disillusionment with government practices and
erosion of confidence or attitudinal fallout in government effectiveness can be traced back
to events such as Vietnam and Watergate, which caused state governments to suffer from
a “trickle down” effect. Damaging criticism of colleges and universities were the
contentions that escalating tuition charges reflected higher education’s greed and the
public’s return on its investment (Cook, 1998, p. 35). Clearly the tuition hikes of the
1970s and 1980s outpaced the growth of incomes. Jones (1987) argued that for the most
part, states ilad less spending power due to a generally less productive national economy,
and that revenue streams lagged behind inflation. States also. oppose less progressive
income tax structures, Jones argued. If public higher education is to receive adequate
state funding in a time of limited resources and increasing demands and accountability,
Jones argued that institutions need to direct their attention and efforts toward increasing
state revenues and addressing the need for coordinated economic deve;lopment programs
(p. 110).

State financial support for public higher education is funneled to the institutions

through five different methods: (1) operating and capital subsidies, (2) student aid
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programs, (3) capital expenditures, (4) special project/programs, and (5) and tax
exemptions. Obviously, operating budgets of public institﬁtions of higher education are
highly sensitive to increases and decreases in state funding since the primary source of
public higher education funding is its operating subsidy from the state. Unfortunately, as
Mortenson had pointed out in February 1998, state resources since 1980 for higher
education have been losing out to other competing demands for resources across the
ﬁation. He predicted that publicly controlled colleges and universities could expect
continued stiff competition for state funds from Medicaid and prisons (p. 16), a point
echoed by Katsinas (1994a). It is by no means clear whether the funding demands of

competing social programs or new tax cuts will taper off. As a result, the threat of

funding cuts may hamper the introduction of new academic programs, student access, and

quality indicators.

It is true that higher education has ﬁot been without critics while undergoing
amazing growth in student enrollments and revenues per student. Mortenson's report on
the slippage of state support for higher education indicates hesitancy among policy-makers
about the next steps for the future. In 1980 Bowen revealed, and it continues to hold true
today, that “most public institutions operate their education pro'grams almost exclusively
with funds derived from tuition and from state appropriations based on formulas in which
enroliment was the dominant factor” (1980b, p. 138). Zumeta (1998) wrote that “the
level of tuition reflects the ability of higher education to secure state support, and thus
indirectly the economic and fiscal health of the states” (p- 65). This author believes that

the slippage in state support will likely handicap the widened opportunity and more
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equitable access to higher education along with the growth of institutional capacities,
particularly community colleges and their ability to be flexible and comprehensive
institutions in terms of program and cﬁrricular development as well as further involvement
in their community's economic and workforce development.

These predictions are consistent with sentiments offered by Cohen and Brawer
(1996), who predicted that curricula at community colleges in coming years would remain
classified as career, developmental, cominunity, and collegiate studies with career
education being a top priority. They argued that research efforts should theréfore center
upon assessing students and institutional outcomes (p. 435). All in all, states' financial
plans for institutions and students must allow for room and growth. Smith (1995) pointed
out some key areas community colleges should consider for the 21* century: (1) a more
broadly educated society; (2) a more competent and more adaptable workforce; (3) a
more involved aﬁd better informed citizénry; and (4) a broader, more comprehensive
system of lifelong learning (p. 65).

An equally disturbing issue for all colleges and universities has been their inability
to control the financial dimensions of rising costs, which continues to receive a great deal
of public attention. All colleges and universities have incurred significant educational and
non-educational costs in producing and delivering their services. NCES (1997) reported
that current fund expenditures for publicly controlled two-year and four-year institutions
totaled $115.5 billion in fiscal year 1995 compared to $42 billion in fiscal year 1981, an
increase of 185 percent. During that same fiscal period, educational and general

expenditures grew from $34.2 billion to over $92 billion or 169 percent, and have

89

107



remained roughly constant at about 80 percent of total expenditures (p. 356). The growth
of expenditures and the anti-spendiné political climate have placed a higher responsibility
on the industry for ensuring that resources used are identified and measured. More
importantly, another way of looking at the data reveals that after adjusting for inflation,
current fund expenditures per student in constant 1995 dollars for both publicly and
privately controlled two-year institutions totaled slightly over $6,000 in fiscal year 1981,
compared to roughly $6,900 in fiscal year 1995, a difference of $900 or 15 percent over
15 years (p. 354). For this reason, in 1977, Bowen had warned, “the problem in
considering efficiency in higher education is that neither the costs nor the outcomes can be
measured precisely in dollars” (p. 20).

Due to the abovementioned decline in state tax appropriations for public higher
education operéting budgets, institutions and state policy-makers have turned to high
tuition in ofder to offset withdrawn state investments. From fiscal year 1980 to fiscal year
1997, the average four-year public college tuition and fees per student (excluding room
and board) increased from $738 to $2,986, or 305 percent. Likewise, from fiscal year
1980 to fiscal year 1997, the national average of two-year public college tuition and fees
per student (excluding room and board) rose from $355 to $1,283, or 261 percent
(NCES, 1997, pp. 326-7). Hauptman and Merisotis (1997) offered five categories of
explanations for the rapid increase in tuition: (1) colleges face increasing prices for what
they purchase, (2) colleges are using tuition increases to finance expanded or improved
services, (3) the share of revenue from sources other than tuition is contracting, (4)

increased availability of student aid has led colleges to raise their student charges, and (5)
90
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competitive pressures have convinced many colleges to increase tuitions (pp. 270-1).

+ Zumeta (1998) more directly concluded that “reduced governmental support has led to a
steady, sharp increase in the student's share of higher education costs from 35.3 percent in
1979 to 47.8 percent in 1994" (pp. 74-5). Nationally, while the rise in tuition and fees at
both two-year and four-year public institutions has far exceeded the rate of inflation, the
increases in tuition and fees have been slightly slower in two-year colleges compared to
four-year institutions.

State and local appropriations or investment in public higher education climbed
from $20.5 billion in academic year 1980-81 to $43.7 billion in academic year 1994-95, an
increase of 113 percent, well below the percentage increases in tuition and fees (NCES,
1997, p. 341). This compared to a 73.7 percent increase in inflation ovér the same period.
Mortenson (1997, March) observed that tuition and fee charges remain the most visible
price of higher education to students and their families (p. 19). It is important to note,
however, that for many students and parents, the amount of tuition actually paid to attend
college has little resemblance to the amount of tuition charged by the school. The College
Board (1997) reported that “loans now comprise almost 60 percent of all aid, compared to
Jjust over 40 percent in 1980-81" (p. 4). In essence, the spread or difference between the
tuition cﬁarge and the amount paid occurs because many students receive some form of
student financial aid, which provides a wider understanding of affordability and access.

In addition, Mortenson (1998, June) commented that “public institutions have been
aggressively raising tuition and fee charges to students to offset this loss of state funding”

(p. 14). Clearly higher education funding decisions are matters of choice made by the

91



states’ lawmakers. And Mortenson (1997, November) noted that “the states have
consciously chosen to reduce state funding for higher education” (p. 7). This declining
investment in higher education clearly conflicts with lending support to meet societal
needs.

During roughly the same period of 1980 to 1996, the nation’s personal income per
capita rose to $24,231 from $10,029, or 142 percent, only about half as fast as tuition and

fees at community colleges (U.S. Bureau of the Census, 1997, p. 457). Calculated that as

" a percentage of personal income per capita, tuition and fees at public two-year colleges

rose from 3.5 percent in 1980 to roughly 5.3 percent (author’s estimate). While the U.S.
average annual tuition and fees charged to attend public community colleges is just under
$1,500, given the flat funding of Pell grants for needy students over the past decade, the
public policy community concerned with higher education at the state level is challenged
to adequately fund access, not to mention economic development opportunities.

A strong higher education delivery system has a significant and positive socio-
economic impact on a state. Zumeta (1998) reported that the National Governors'
Association and National Association of State Budget Officers projected fiscal year 1998
would be the fourth consecutive year of aggregate state tax reductions, which is expected
to accumulate to nearly $16 billion (p. 68). Contributing to higher education's budget
quandary during the 1990s, state lawmakers have had to deal with difficult policy choices
as to how to invest limited taxpayer dollars, as other priorities including Medicaid,
corrections, and obligations to elementary and secondary education have tended to “crowd

out” funding for public higher education.
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The recession of 1990-91 exacerbated this crowding out effect, and put even
greater pressure on boards to raise tuition. For example, Ohio’s investment in higher
educatio‘n has always ranked below par. Historically, Chambers (1963) reported that in
fiscal year 1951-52, Ohio ranked 44™ in its effort to support higher education and ranked
lowest among the highly industrialized states with high per capita incomes (pp. 104-5).
The Ohio Board of Regents reported in 1995 that since the mid-1950's, per capita
personal income in Ohio declined by 16 percent relative to the national average. In

current dollars this equates to a loss of about $2,500 per person, or a total loss in excess

- of $27.5 billion per year (p. 3). It is obvious that state support is critical. Here, Ohio’s

lack of comparable state support has led to a less favorable economic effect on .its public
higher education system. Moreover, Halstead (1996) reported that in fiscal year 1995-96,
Ohio's public university tuition ranked 9th and community college tuition ranked 11th
among the 50 states. At an average just under $2,200, Ohio's public community college
tuition was about 50 percent above the $1,500 national average (pp. 24-5). Limited state
investment challenges the capacity of all of Ohio's two-year colleges to play their full role
in providing access and economic development.

Public and private higher education has become a costly investment for American
families, and the sharp rise in tuition at public institutions has become a sensitive issue for
educators and lawmakers. High tuition also has a negative effect on students, parents, and
the American taxpayer at both the federal and state levels. For example, NCES (1996)
reported that public and private higher education is a costly investment for American

families that finding “the national index of public effort to fund higher education was 36.1
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in 1966 compared to 21.9 in 1993, one of the lowest levels since 1930 (p- 160). Halstead
(1996) argued the real iﬁvestment in public higher education has remained essentially fixed
during the last decade at about $6,750 per FTE student in constant 1995 dollars. The
de#:h'ne in public support has been perfectly matched by increases in tuition with no
improvement in'.overall funding (p. 4). He added that on average the family payment
effort - tuition relative to median income of households - for public higher education has
moved #pward 5.5 percent in fiscal year 1981-82 to 8.9 percent in ﬁscal year 1994-95, a
62 percent increase (p. 37). The financial reality is the increasing cost to attend -two-year
or four-year colleges has raised significant concern over the future affordability and |
opportunity for a college education. Daniel J. Phelan (1997), the President of
Southeastern Community College, a rural-based two-year institution in lowa, has argued
that the problems community colleges face are becoming increasingly more critical and
widespread. He stated that:

even as funding decreases, corhmunity colleges face considerable and ever-

increasing challenges, the mbsf critical of which are rising enrollment,

increasing dcmands for services, accountability, and remediation activities;

an unstable economy; increasing availability of technology and related

solutiéns; rising taxpayer resistance; increasing competition outside higher

education; and noﬂdiscretionary funding. (p. 31) -
On the basis of well-documented past experience, Bower_l (1980a) eloquently stated:

that contribution is different for great universities, state colleges, liberal

arts colleges, and community colleges; and within each category, there are
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differences in the specific responsibilities depending on the clienteles being

served, including the call for the higher education coinmunity and for

funding agencies to work together toward improving excellence without

impairing access. (pp. 138-9) -

Unfortunately, with no objective base line data, distinguishing between community
colleges by type - urban, suburban, or rural - state and federal policy-makers find it
difficult to get their hands around the issues and concerns facing them. This is particularly
bothersome as it relates to the economic development challenge rural Americans face -
and the higher non-tuition attendance expenses rural Americans face mérely to access

education opportunities.

The Katsinas and Lacey Classifications

A technical report prepared for the Education Commission of the States (ECS)
¢ntitled A Classification of Two-Year Institutions of Postsecondary Education by Katsinas
and Lacey (ih press), provides three distinct definitions for rural institutions as: (1) small,
having enroliments of fewer than 1,000; (2) medium, with enrollments between 1,000 aﬁd
2,499; and (3) large, having enrollments of 2,500 stﬁdents and above (pp. 27-8). They
further pointed out that:

important differences existed by place, size, and governance among and

between publicly controlled community, junior, aﬁd technical colleges, not

to mention the 100 or so not-for-profit privately controlled junior colléges

and growing number of proprietary institutions that award associate
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degrees. (p. 4)

By way of illustration, Table 4 of the Katsinas and Lacey (in pre_ss) technical report
to the ECS indicates enrollment at two-year institutions of postsecondary education by
type and control in fiscal year 1993. In reviewing Table 4, it becomes apparent and much
easier to see that such an analysis was basically impossible to do prior to the development
of a classification system for two-year institutions. The present classification scheme for
postsecondary institutions was developed by Clark Kerr in 1973, and revised and updated
in subsequent editions released by the Carnegie Foundation for the Advancement of
Teaching. It groups all.public and private twd-year colleges into just one category,
“Associate of Arts Colleges.” According to Katsinas and Lacey (in press), the 1994
Carnegie Classifications showed there were 1,471 publicly and privately controlled
Associate of Arts Colleges that served 6.527 million students, or 40.9 percent of the total
students enrolled at U.S. institutions of higher education (p. 4). Such lumping implies that
large multi-campus, suburban community college districts; such as Cuyahoga Community

College (OH), which serves nearly 24,000 students on its three campuses, have the exact

- same mission and functions as do small, rural community colleges, such as Northwest

State'Community College (OH) with an enrollment of approximately 2,200. Katsinas and
Lacey (in press) argued that “this deﬁcieﬁcy—not developing classiﬁcatipns that describe
with greater precision institutions that serve over 40 percent of the total enrollment in
U.S. higher education—has inhibited overall understanding of the roles and functions of
_two year institutions” (p. 4). Clearly, while urban, suburban, and rural institutions do

perform many of the same functions, théy are very different institutions indeed.
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Table 4
Enrollment at Two-Year Institutions of Postsecondary Education,
by Type and Control: 1993

Number Total Average.
Type of Institution (Total = 2,421) Enrollment Enrollment

I. Publicly Controlled 1,052 5,507,663 5,235

A. Rural Community Colleges 725 1,773,695 2,446

1. Small Colleges (<1,000) 211 114,150 541

2. Medium Colleges (1,000 - 2,499) 241 426,191 _ 1,768

3. Large Colleges (>= 2,500) | 273 1233354 4518

B. Suburban Community Colleges 209 1,917,076 9,217

1. Suburban Singlé Campus ' 167 1,196,073 7,162

2. Suburban Multi-campus ) 42 721,003 17,167

C. Urban Community céneges | 118 1,816,892 15,397

1. Urban Single Campus 61 416,622 6,830

2. Urban Multi-Campus , 57 1,400270 24,566

II. Privately Controlled Institutions 796 334,531 420

A. Private, Non-Profit Colleges 107 70,543 659

B. Proprietary Two-Year Colleges 689 263,988 383
ITI. Federally Chartered and -

Special Use Lnstitutions 573 132,997 232

A. Tribal Colleges | , 29 13,391 462

B. Special Use Institutions 544 119,606 220

Source: Stephen G. Katsinas and Vincent A. Lacey, (in press), A Classification of Two-Year Institutions
of Postsecondary Education, a technical report of the Education Commission of the
States, p. 19.
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The lumping effect of the Carnegie classifications has served to submerge a very legitimate
discussion regarding the relative fairness and equity of state policies regarding the
appropriation and equalization of state funds to promote staté objectives across different
types of two-year institutions. These objectives include promoting a well-educated
citizenry, equality of programmatic opportunity across an entire state, and evaluatiﬁg high
cost high-tech programs in areas of special need. Bowen, of course, would argue that we
should expect to find diversity in costs even among two-year institutions given the
differences in enabling laws, curricular functions, funding sources, and expenditure
patterns. Unfortunately, the use of a single classification by the U.S. Department of
Education and the Carnegie F;)undation to describe over 2,400 public and private
community colleges has led to an imprecise understanding of their different needs and

| activities.

At the foundation of an assessment of tﬁe relative fairness and ‘equity of state
funding formulas for publicly-controlled commuhity colleges is the development of a base
of objective deécriptive data regarding revenues and expenditures. This was the primary
problem this study addfessed, by providing a base of empirical data for three specific types
of publicly controlled rural community colleges for the 1992-93 and 1996-97 academic
years, identified by Katsinas and Lacey (in press), namely, small-, medium-, and large-
sized. The study assessed institutional capacity based upon thé institutions' revenues and
expenditures as related to their evolving and expanding missions and goals and extension
of resources. As noted ébove, the present classification scheme for postsecondary -

institutions developed by the Carnegie Foundation limits all community colleges to just
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one category. Consequently, it is very difficult to provide meaningful research or to
analyze empirically the effect of various policies and the costs of higher education with
respect to educational and non-educational expenditure patterns and long-term and short-
term policy issues.. A secondary problem was to assess the classification system devised_
by Katsinas gnd Lacey (in press) specifically for rural community colleges and determine if
differences exist among and between rural based small-, medium-, and large-sized publicly
controlled two-year institutions.

The U.S. Department of Education sp.onsors the National Center "for Education
Statistics (NCES), which is the principal entity created by the Congress to collect, analyze, |
and report on the condition of education in the United States. Broyles (1995) commented
~ that jts primary role is pinpointing the nation’s educational data prioritiés and needs and
providing follow-up reporting of useful and accurate information in a consistent and
reliable manner (p. 2). The audiences involved are federal and state policy-makers and
other education deéision—makers including practitioners, the higher education research
community, policy-makers concerned with rural education and economic development,
and community céllege trustees as well as the general public. Moreover, this study
reinfbrced and amplified an important and basic service provided by NCES -- that of |
assisting state élnd local education planning agencies in identifying educational trends and
activities.

To fulfill its data collection responsibilities related to higher education, NCES
created the Integrated Pogtsecondary Education Data System (IPEDS). Specifically,

IPEDS superseded the Higher Education General Inforfnation Survey (HEGIS) which ran.
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from 1965 to 1986, and collected data from only accredited postsecondary institutions.
The change instituted in 1986 allowed for collecting data from a more comprehensive
range of postsecondary institutions. In addition to the nearly 3,500 previous HEGIS
institutions, IPEDS now includes non-accredited institutions, postsecondary occupational _
education and training centers and proprietary schools and institutions and has expanded
the survey universe to over 11,000 postsecondary education providers.

Whereas HEGIS was a set of surveys with unrelated data -elements, IPEDS isa
comprehensive data collection system that ‘provides national, state, and institutional level
information about primary providers of postsecondary educafion. Essentially, it is the core
postsecpndary education data collection program with integrated data elements. While the
federal government collects other data sets, most notably the National Study of |
Postsecondary Faculty, the National Postsecondary Student Ajd Study, the National
Household E-ducation Survey, and the National Assessment of Education Progress, IPEDS
is the central data file on higher education in the United States. In other words, IPEDS is
well equipped to collect data and report on all institutions that provide postsecondary

education as their primary purpose, including publicly controlled community colleges.

Summary

As néted above, the literature on rural community colleges is very limited. The
lack of a classification system similar to the Carnegie Foundation for the Advancement of
Teaching that disaggregates community colleges by geographic type has served to

submerge these institutions within the literature of higher education. To say that a Miami-
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Dade Community College, with five campuses and four outreach centers and 130,000
headcount students per year has the same rrﬁssions and functions as a'Hazard Community (
College in;the Appalachian mountains of Eastern Kentucky stretches incredulity to a high
level. That‘ the American Association of Community Colleges would choose to eliminate
their Commission on Rural/Small Community Colleges in 1997 is yet another indication of
the relative ‘invisibi]jty of these institutions within state and federal lpolicy-making levels.
Fortunately, federal policy-makers within the U.S. Department of Educaﬁon’s Office of

the Community College Liaison, the Ford Foundation, and the W. K. Kellogg Foundation

~ have taken up some of the void. That the recent Education Commission of the States’

Policy Briefs Series would include one entitled “The Rural Community College” provides

evidence that, increasingly, state and federal policy-makers are looking to mrail community

~ colleges to provide access and economic development initiatives as never before. In our

electronic information age, the rural community college is more essential than ever.

The literature on community college finance is limited and the literature on x.'uralb
community college finance is extremely limited as noted by general shortcomings in
Breneman's anci Nelson's (1981) arguments on community college finance when
community’ colleges are taken as a whole éroup. For this reason, the studies and trends
reviewéd in this chapter have provided only a general direction about the critical
transitions experienced by both two-year and four—year colleges énd universities.
Honeyman, Williamson, and Wattenbarger (1991) explained that “being between the
university and the.K-12 public school system makes it difficult to categorize community,

junior, and technical colleges separately” (p. 1). Simply put, there are inherent limitations
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in being able to distinguish among and between the different two-year publicly controlled
institutional characteristics such as revenues and expenditures. Specifically, the negative
effect of having only one classification for all community coﬂeges weakens the depth of a
clear analysis to provide explanatiops of the reasons for and consequences of success and
failure. By lumping community colleges together under one classification, the impression
is that differences do not exist and assumes a full sense of compatibility. This iumping
phenomenon is particularly damaging to rural community colleges which have, among
community 'clolleges' nationally, a unique role to play as the only available entity to provide
training for new workforce entrants and existing workers in need of skill upgrading,
especially for small manufacturing entities (Rosenfeld, 1992, p. 255). Thus, a study
assessing the adequacy of institutional capacity for rural community colleges to provide
access and economic development is timely, important, and needed.

Perhaps Bowen and Bailey summarized matters best in their speech delivered at
the Association of Governing Board's National Conference on Trusteeship in New
Orleans, Louisiana on April 30, 1974. They stated:

Education is not a cure-all for the problems of society, and it will not lead

to the perfectability of man on thi$ earth. But it is possible to enhance

human powers, to enrich civilization, to provide greater equality of

" opportunity and human worth, and to raisé the level of moral and aesthetic
values. ... Wé are now in a time of hesitancy about our national goals.

We are in a mood of drawing back, of retrenchment, of lack of vision and

courage. We talk about saving a few dollars through better management,
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cost analysis, and accountability. These are fine but they are no substitute

for vision, daring, and forward motion in the building of a great society. I

am confident that the current state of mind is temporary and that America

will come to its senses and resume its forward motion through the

development of its people. When it does so, higher education will be on

the leading frontier. (pp. 19-20)

Chapters Three througﬁ Fi\l/e contain the methodology, analysis, and results ﬁom
comparing the means of revenue and expenditure categories retrieved from the IPEDS
data system for publicly controlled community ‘colleges and more specifically, small-,
medium-, and large-sized rural communify colleges across fiscal years 1992-93 and 1996-
97. More importantly, this study concentrated on measuring and assessing the effects and

implications on demands placed on community colleges through the size of their financial

"~ base.

103

121



CHAPTER THREE
METHODOLOGY
Introduction

The purpose of this study was to assess the relative institutional capacity of rural
community colleges to provide access and economic development by determining
empiriéally whethef signiﬁcant_diﬂ'érences exist among and between the revenue and
expenditure patterns of publicly controlled rural community colleges. These institutions
have been classified as either small-, medium-, of large-sized according to their student
enrollments by Katsinas and Lacéy (in press) This study was to be reflective and
descriptivé in nature.

The first step in this study was to review the relevant literature which was limited
on the subject of rural comfnunit& colleges generally, and even more limited on the subject
of communi_ty college finance specifically. This was presented in Chapter Two. This was
followed by usage of the Irit_egrated- Postsecondary Education Data System (IPEDS) of |
the U.S. Depértment of Education to identify and select out the component revenue and
expenditure information pertaining to publicly' controlled rural community colleges for
fiscal year 1992-93, as well as fiscal year 1996-97, adjusted for inflation, and compare for
similarities and differences in revenues and expenditures among the universe of publicly
controlled community colleges and small-, medium-, large-sized rural commum'ty colleges

and between fiscal years. Appropriate statistical procedures were utilized to determine
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whether significant statistical differences existed among and between the reveﬂues and
expenditures of the universe of publicly controlled community colleges and the three
categories of small-, medium-, large-sized community colleges as defined by student
enrollment in each year separately, and in corﬁparing the two fiscal years to one another.
The results of this analysis- are presented in Chapter Fém. Finally, Chapter Five includes
the study’s findings, conclusiohs, and recommendations for policy and further study.
Arguments for future use of the Katsinas and Lacey (in press) classification system for

community colleges will also be made.

The IPEDS Data Base
IPEDS collects data nationally within a \&eﬂ defined taxonomy. In 1995, Broyles
commented that the “NCES encourages the use of IPEDS data and data sets in
_ institutional research, at state aﬂd regional levels for policy analysis and planhing, and by
the academic research community” (p. 8). For example, many institutions use IPEDS as
the foundation for their institutional researéh functions, as do 47 of the 50 states.
IPEDS is-, constructed around a series of related surveys targeted to collect
institution-level data on eight particular areas of interest. These surveys and their
frequency of collection are included in Table 5. The surveys are collected from both
. public and private baccalaureate or higher-degree granting institutions, two-year
institutions, and less-than-two-year institutions. Depending upon the type of institution,
one or more of the eight survey instruments may be used to collect data. Put differently,

the IPEDS universe provides most of the basic information needed to describe the size of
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. Table 5
Modules within IPEDS and Frequency of Data Collection

Module _ Frequencv- of Coilection
Institutional characteristics Annual
Enrollment : : Annual
Degree completions | | Annual
Salaries, tenure, and fringe benefits

of full-time instructional faculty Annual
Financial statistics . Annual
Academic library | - Biennial
Institutional staff Biennial

Fall enrollment in occupationally specific programs _ Biennial

Source: Broyles, S. G., 1995, Integrated Postsecondary Education Data System, U.S. Department of
Education, National Center Education Statistics, Washington DC, pp. 3-6.

a postsecondary institution in terms of students enrolled, staff employed, dollars expended
and degrees earned. The three IPEDS financial survey forms used to capture information
were available at the NCES World Wide Web address’ an(_i separated by: (1)‘degree-
granting public institutions, (2) degree-granting nonprofit and for-profit institutions, and
(3) all non-degree granting institutions. |

In addition, NCES has coordinated much of the data collection efforts through
state agencies such as state departments of edﬁcation, state higher education coordinating

boards, or state bureaus of employment services. In nearly all of the states -- in fact in 47

50On September 4, 1998, the NCES Internet address for IPEDS financial survey forms was:
‘http://nces.ed.gov/Ipeds/survey2.html.
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of the 50 -- the State Higher Education Executive Office (SHEEO) is the central data
collection point for IPEDS data from the institutions prior to submission to U.S.
Department of Education. Iﬁ other words, in 47 of the 50 states, IPEDS plays a key, if
not central, role as the foundation of the statewide higher education data collection and
assessment efforts. Finally, because of the IPEDS survey universe, other federal agencies

rely upon IPEDS data sets, including the U.S. Bureau of the Census, the Office of

 Management and Budget, the U.S. Bureau of Economic Analysis, the U.S. Bureau of

Labor Statistics, and the Federal Mediation Service, as well as the U.S. Office for Civil -
Rights.

Campus polic_:y-makérs can use IPEDS-generated data to address significant policy
issues across the campus, region, state, and nation for planning purposes and comparative

analysis. At the state level, policy-makers can review revenue and cost comparisons

‘among and across states or similar institutions, investigate the balance of resources

between state and local support, examine problems surrounding the distribution of state
support, and lend support to implementing public policy priorities. And at the federal
level, vari01-xs commissions, including the recent 1997 National Commission on the Cost of
Higher Education, have used IPEDS data to monitor compliance with federal legislation
or to examine the cost of educational programs. |

IPEDS can provide an institution or set of institutions an opportunity to analyze
and report trends in enrollment and degree completion by sex and race/ethnicity, patterns
of student costs and faculty composition, and types and numbers of institutions. Or, as

with this study, IPEDS can provide an empirically-based data set to analyze rural
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community collegeg’ pattern of revenues and expenditures. IPEDS provided the
opportunity to review categories of reveﬁue and expenditures such as tuition, state and
local appropriations, instruction, and public service in a comparative faéhjon. As this
analysis is comparative in nature, it does not reflect institutional priorities and decision
making.

The focus of IPEDS information is its reporting capability regarding régional and
" national trends and related comparisons. This underscores the utility of IPEDS data for
institutioné as a vehicle to enhance their ability to handle requests for information on
educational issues and matters of public concern from higher education researchers, state
agencies, educétion associations, the media, and the general public. Moreover, IPEDS
offers offices of institutional research and budget the oppbrtunity to link solidly budgeting
to planning .at the institutional level, and thus provide a more thorough reporting
mechanism at the state level for policly analysis and planning. Analysis of IPEDS data
therefore represents a trémendous opportunity for state officials, researchers, and
administrators to provide concise information and to inform taxpayers, policy-makers, and
educational leaders. This utility has been dramatically increased following the 1992
Higher Education Act, which for the first time required all institutions of postsecondary
education to report data elements on all of the eight IPEDS surveys. For this reason, the
overwhelming significance is that the financial module of IPEDS is capable of providing
reliable information for this study of publicly-controlled rural two-year postsecondary
institutions.

Many commentators argue that managing the present requires increased analytical
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insight and a focus on the future. During the 1990s, the higher education community has
been exposed to a rﬂuch broader economic, social, and political landscape. Schmidtlein
(1989-90) commented that “institutions cle;arly need to consider their future circumstances
and directions and the programs and resources required to move in desired directions” (p.
22). Put another way, planning attempts to gain information and insights into the
character of future conditions in order to guide current decisions and courses of action.
The positive features of IPEDS would counteract any potentially_negative effects and
certainly identify for rural community colleges their progress toward goals, reduce the
uncertainty of past and current trends, illuminate problems, and enhance prediétions on
future conditions. In partigular, empirical analysis of IPEDS may provide baseline
objective data that sheds light on what is already known anecdotally by practitioners, and
missed to date by economic researchers such as Breneman and Nelson (1981), namely,
that higher education’s non-tuition expenses do indeed append to the exfension and

delivery of quality postsecondary services in rural areas of this country.

Definition and Selection
The study compared revenues and expenditures of rural community colleges from
fiscal years 1992-93 and 1996-97 using the IPEDS data base. The classification system

developed by Katsinas and Lacey (in press) for two-year institutions was used to identify

" the population of rural community colleges. Revenue and expenditure data for each of the

selected institutions was retrieved from the Financial Module of the IPEDS data base and

analyzed for differences accordingly.
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Each institution’s unique federal identification number was cross-referenced

agéinst the identification numbers developed by Katsinas and Lacey (in press) for public

rural two-year institutions. In cases where a match was obtained, the corresponding

institution’s revenues and expenditures were captured and placed in a separate file. Upon
completing the extracts from IPEDS, the separately created file was sorted by small-
medium-, and large-sized insfitutions and prepared for statistical analysis. According to
Katsinas and Lacey, there were 725 institutions that fit the description of rural community

colleges in 1993 (in press, p. 19).

Statistical Procedures

| The analysis employed appropriate statistiégl procedures to determine the extent of
differences, if any, that ;Nere found between the national averages and the specific rural
classifications. The resulting data was described in terms of population based upon small-,
medium-, and large-sized student enrollments. The revenue and expenditure data for fiscal
year 1992-93 was price-level adjusted to 1997 dollars which eliminated the effect of
inflation. All revenue and expenditure line items were converted to reveﬁue per FTE and
expenditure per FTE. The Multiple Analysis of Variance (ANOVA) Single Factor
Technique was applied to assess if significant differences existed among the means of the
revenue and expense categories of small, medium, and large rural institutions and the
means of the revenues and expenditures for the uniyerse of publicly controlled community
colleges. The ANOVA also was utilized to determine the significance of differences found

among the revenue and expenditures categories and between the two fiscal periods under
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examination, 1992-93 and 1996-97.

Finally, the ANOVA statistical technique is the most reliable test for this st_udy
since it is capable of testing a hypothesis about several means. It accomplishes this by
testing the hypothgsis of several populations to determine if they have the same mean by
focusing on variances. The test compares and searches out differences among the means
by invlestigating variances and measuring the amount of difference among values to
determine variability. A p-value is calculated to provide a basis for accepting or rejecting
the hypothesis. For example, the ANOVA technique allows testing the null hypothesis
that the state appropriation means of small-, medium-sized, and large-sized rural
community colleges are equal against the alternative hypothesis that at least one mean
vélue is diﬁe;ent within a specified level of confidence. Testing the hypothesis that the
state appropriation means are the same is completed by calculating the p-value approach,
which provides the basis for accepting or rejecting the null hypothesis. The statistical
decision is to reject the null hypothesis when the calculated p-value is smaller than the
predetermined level of confidence. A rejection of the null hypothesié indicates that there is
a significant statistical difference among the state appropriation means for small-,

medium-, and large-sized rural community cblleges.

Analysis of the Sample of IPEDS Data
The financial information was collected through surveys by the U.S. Department of
Education from publicly controlled community colleges. The financial data for fiscal years

1992-93 and 1996-97 were available through the IPEDS data base located on the World
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Wide Web. Two Modules of the IPEDS modules were used in this study, the Fall
Enrollment and Finance Modules, to develop comparable FTE revenue and expenditure
data for analysis. This generated a universe on public two-year éolleges lqcated
throughout all fifty states totaling 1,099 in fiscal 1992-93 and 1,058 in fiscal 1996-97, the

two fiscal periods under study. Within the two separate years of data, there were 918

. institutions in fiscal year 1992-93, and 892 institutions in fiscal year 1996-97 that were

fully represented, or 85 percent of the total publicly controlled two-year institutions. The
remaining institutions were excluded from the study beéause of missiﬁg, incorrectly
recorded, or unreported data.

It was noted'that the September 1998 General Accounting Office ;eport, Higher
Education: Tuition Increases and Colleges’ Efforts to Contain Costs, fouﬁd some
instituﬁons report financial Mo@ation under one identification number and enrollment
information under several identiﬁcation numbers (p. 20). For example, a. four-year
institution with several two-year university centers may end up reporting financial and
enrollment information in this manner. Within the’remaining universe of data, there were
561 and 569 rural community colleges in ﬁscal‘year 1992-93 and fiscal year 1996-97,
respectively. This meant that approximately 62 percent of the totgl universe for each fiscal
year under review was determined to be a rural community college according to the
Katsinas and Lacey (in press) classification system. Table 6 summarizes the results by

fiscal period illustrating the net effect on the universe of publicly controlled community

~ colleges, the number of institutions reporting both financial and enrollment information,

and the number of rural institutions classified as small-, medium-, and large-sized along
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Table 6
Description of Publicly Controlled Community Colleges
that Reported Data in IPEDS Enrollment & Financial Modules,
Fiscal Years 1992-93 and 1996-97

Description ’ 1992-93 % 1996-97 %

Universe of All Community Colleges 1,099 1,058
Enrollment & Fiﬁancial Data 918 83.5% 892 84.3%

Rural Community Colleges o 561 61.1% 569 - 63.8%
Small 88 15.7% 98 17.2%
Medium 219 39.0% 214 37.6%
Large 254 453% 257  452%

Notes: (1) the number of publicly controlled community colleges were obtained from the IPEDS data
base; (2) the number of colleges having reported both enrollment and financial data in
either year used in the study; (3) the number of rural colleges separated into small-,
medium-, and large-sized; and (4) all includes urban and suburban community colleges
as well as rurals.

with the accompanying percentage of total. It indicates that this study was able tQ use
83.5 percent in fiscal 1992-93 and 84.3 perceﬁt in fiscal year 1996-97 of the publicly
controlled community colleges reporting data to IPEDS. Table 7 compares the
institutions under the Katsinas _and Lacey (in press) classifications and institutions
reporting IPEDS enrollment and financial data for fiscal years 1992-93 and 1996-97.
Interestingly, the comparison reveals that of the rural comrhunity colleges classified by
Katsinas and Lacey (in press), this study used 77 percent in fiscal year 1992-93 and 79
percent in fiscal year 1996-97.

The Department of Education uses separate survey forms to collect fall enrollment

and financial data. The Department provided this study with the 1992 Fall enrollment of
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Table 7
Institutions Under the Katsinas and Lacey Classifications
and Institutions Reporting IPEDS Enrollment and Financial Data
for Fiscal Years 1992-93 and 1996-97

Number of Institutions Reporting IPEDS Data for

Katsinas & Lacey 1992-93 1996-97
Classification % of Katsinas & % of Katsinas &
‘ Number Number Lacey Category Numbers Lacey Category
Rural
Community :
Colleges 725 561 77% 569 79%
Small 211 88 42% . 98 46%
Medium 241 219 9% 214 89%
Large 273 254 93% 257 94%
- Total, ALL
Community .
Colleges 1,052 1,099 1,058 -
Community
Colleges
reporting both
IPEDS
Enrollment and
Financial Data 918 892

Notes: The discrepancy between the 1,099 figure reported by IPEDS and the 1,052 figure obtained by
Katsinas and Lacey is explained by the fact that IPEDS sums data for a number of
multi-campus urban and suburban multi-campus districts as single institutions.

full-time and part-time students and the formula used for calculating full-time equivalent
(FTE) at publicly controlled community colleges. The control factor used by the
Department to calculate the full-time status of part-time students is 33.5737 percent.® The

information presented in Table 8 provides an understanding of the differences between

October 13, 1998, a personal conversation with Mr. Sam Barbett of the U.S. Department of Education
regarding the conversion of part-time students to full-time for computing full-time equivalents.
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Table 8
Head Count and Full-Time Equivalents Enrollment by
Rural Community College Classification of Institutions Analyzed in this Study

FY 1992-93 FY 1996-97
Head Count " FTE Head Count FTE
Number Y% Number % Number %  Number %
- Small 63,702 4.0% 45,147 4.6% 72,144 - 4.5% 51,128  5.1%
Medium 385,280 243% 251,369 25.4% 401,949 24.8% 259,136 25.7%
Large 1,134,626 71.6% 693,225 70.0% 1,145,174 70.7% 699,619 69.3%

Notes: The Table provides the student enrollment data from [PEDS data base and the computed full-time
equivalent numbers form U.S. Department of Education. Table 4 on page 97 cites.
Katsinas’ and Lacey’s universe of rural community colleges.

enrollment, or headcount, and FTEs reflected by the community colleges under study.
Finally, Table 9 indicat;es' headcount enrollment of rural community colleges under
Katsinas and Laqey (in press) classifications to the IPEDS information used by this study.
For fiscal years 1992-93 and 1996-97, the headcount enrollment data used by this study
equaled 89 percent and 91 percenf, respectively, of the headcount enrollment information
of the Katsinas and Lacey (in press) classifications.

- In addition, both the revenue and expense variables for fiscal years.1A992-93 and
1996-97 were reflected as revenues and expenditures per FTE. Using the Department of
Education’s numbers for 1992 Fall-term and 1996 Fall-term full- and part-time
enrollments at each institution, the number of FTEs was calculated by multiplying the
number of part-timé students by .335737, or roughly one-third, and then adding the
converted number of part-time students to the number of full-time students. Often the
calculation of FTE students is a contentious subject and may differ by type of institution,

region, or report. However, the calculation method selected is consistently used by the
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Table 9
Headcount Enrollment of Community Colleges Under
Katsinas and Lacey Classification System and IPEDS for
Fiscal Years 1992-93 and 1996-97

Number of Institutions Reporting IPEDS Data for

Katsinas & Lacey 1992-93 1996-97
Classification % of Katsinas & % of Katsinas &
Numbers Numbers - Lacey Category Numbers Lacey Category
Rural
Community : . :
Colleges 1,773,695 1,583,608 89% 1,619,267 91%
Small © 114,150 63,702 56% 72,144 63%
Medium 426,191 385,280 90% ] 401,949 94%
Large 1,233,354 1,134,626 92% 1,145,174 93% 4
Total, ALL
Community : '
Colleges 1,052 1,099 1,058

Notes: The discrepancy between the 1,099 figure réported by IPEDS and the 1,052 figure obtained by
Katsinas and Lacey is explained by the fact that IPEDS sums data for a number of multi-
campus urban and suburban multi-campus districts as single institutions.

U.S. Department of Educatibn and other policy-makers and was therefore deemed

appropriate for the purposes of this study.
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CHAPTER FOUR
ANALYSIS OF RESULTS

Introduction |

The purpose of this study was to examine institutional capacity of rural community
" éolleges. This study examines the revenue aﬁd expenditure patterns to determine the
adequacy of the institutional capacity for publicly controlled rural community colleges
using the topology for rural community colleges developed by Katsinas and Lacey (iq
press). The Katsinas and Lacey (iﬁ press) classification system for community colleges
was used to ascertain éhanges in the financial status of publicly controlled rural community
coileges using the Department of Educafion’s Integrated Postsecondary Education Data
System (IPEDS), which lumps all community colleges into one classification in reports

such as Digest of Education Statistics or The Condition of Education. The primary aim

was to provide a foq_ndation of objective, quéntitativc datg to assess the institutional
capacity, and learn if the financial base of rural community colleges was adequate to
provide both access and economic development. The secondary aim was to validate the
Katsinas and Lacey classification scheme as it pertains to small-, medium-, and laige-sized
rural community colleges.

This chapter presents the analysis that resulted from both the literature review and

the trials of IPEDS data. The organization of this chapter begins with a descriptive
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analysis of IPEDS data expressed in numbers and percentages. This is followed by a
review of the financial results for fiscal yeafs 1992-93 and 1996-97, and a section that
analyzes the ANOVA testing to the financial analysis of institutional capacity. An in-depth
analysis of each of the 54 separate ANOVA trials .performed on the IPEDS revenue and
expenditure categories and accompanying narrative is found in the Appendix. The chapter

concludes with a short summary of the ANOVA trials.

Analysis of IPEDS Data, Expressed in Numbem and Percentages

The effect of inflation is often a problem when comparing financial information
over several fiscal periods. To eliminate this potential threat, the fiscal year 1992-93
financial data was converted to constant 1997 dollars using the U.S. Department of
Labor’s Consumer Price Index (CPI) for all urban consumers. Thg U.S. Bureau of Labor
Statistics publishes CPI’s for two population groups: (1) a CPI for All Urban Consumers
which covers approximately 80 percent of the total population and (2) a CPI for Urban
Wage Earners and Clerical Workers which covers 32 percent of the total populatiori.
Being conventional, this study used the CPI for All Urban Consumers and that index
recorded an 11 percent increase in prices between fiscal years 1992-93 and 1996-97. The
CPI compares to a 12.7 percent increase in the Higher Education Price Index (HEPI),
which tracks the changes in the costs of items purchased by postsecondary institutions.

Table 10 provides a summary of the revenue per student FTE by category in the-
. current fund for the small-, medium-, and large-sized rural community colleges and the

universe of two-year publicly controlled institutions for fiscal years 1992-93 and 1996-97.
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The eight revenue categories include (1) state appropriations; (2) local appropriations; (3)
federal appropriations; (4) tuition and fees; (5) workforce development - federal grants &
contracts, state grants & contracts, local grants & contracts, and private gifts, grants &
contracts; (6) endowment income; (7) sales & services of educational activities; and (8)
auxiliary enterprise. Table 11 provides a percentage distribution of the major revenue
categories for i)oth fiscal years 1992-93 and 1996-97.

‘Table 12 provides a summary of the expenditures per student FTE by category and
size of rural institution along with the universe of postsecondary institutions used in the
study for fiscal years 1992-93 and 1996-97. Table 13 provides a percentage distribution
of the major expenditure categories for both fiscal years. The fourteen expenditure
categories include (1) instruction, (2) research, (3) public service, (4) academic support,
(5) student services, (6) institutional support, (7) operation and maintenance, (8)
scholarships and fellowships, (9) mandatory transfers, (10) nonmandatory transfers, (11)
total educational & general expenditures, (12) auxiliary enterprises, (13) total current fund

expenditures & transfers, and (14) education & general compensation.

Review of Financial Results for Fiscal Years 1992-93 and 1996-97

For fiscal year 1992-93, revenues and expenditures were adjusted for inflation and -
converted to 1997 dollars. State appropriations were the largest source of revenue,
ranging from $5,305 or 49.2 percent for small rurals, $3,739 or 43.4 percent for medium
rurals, and $2,871 or 37.9 percent for large r'urals;. The second largest component of

revenue per FTE was tuition and fees, which on average ranged from 18 percent at small
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Table 11
Percentage Distribution of Revenues for
Small-, Medium-, and Large-Sized Publicly Controlled Rural Community Colleges,
Fiscal Years 1993 and 1997 (in constant 1997 dollars)

Rural Community Colleges Community
Small Medium arge Colleges, ALL
FY93 FY97 FY93 FY97 FY93 FY97| FY93 FY%7
State Appropriations 492% 43.7% 43.4% 415% 37.9% 37.0% | 374% 35.6%
Local Appropriations 44% 4.2% 8.6% 81% 13.4% 13.0% | 159% 15.5%
Federal Appropriations 9%  1.3% 1.0% .8% 4% 2% .6% 3%
Tuition & Fees 18.0% 17.7% 184% 189% 20.0% 193% | 19.9% 20.9%
Sub-total 725% 66.9% 714% 69.3% 71.7% 69.5% | 73.8% 72.3%
Workforce development:
 Federal 157% 14.6% 157% 13.8% 149% 13.6% | 12.0% 12.1%
State | 3.8% 7.6%  33% 49%  38% 52% | 3.8% 4.8%
Local . 03% 02%  05% 06% 0.6% 05%| 05% 0.5%
Private 08% 12% 0.9% 1.3% 0.8% 1.0% 0.9% 1.0%
Sub-total 20.6% 23.6% 204% 20.6% 20.1% 20.3% | 17.2% 18.4%
Unrestricted Funds: ‘ ,
Endowment 0.1% 0.1% 0.1% ‘0.1% 0.1% 0.1% 0.1% 0.1%
Sales & Service 13% 1.1% 0.5% 0.8% 0.8% 0.8% 0.6% 0.7%
Auxiliary 5.6% 5.8% 7.7% 7.0% 72%  6.6% 6.0% 5.6%
Other 0.0% 2.5% 0.0% 2.2% 0.0% 2.7% 2.3% 2.8%
Sub-total - 7.0% 9.5% 83% 10.1% 8.1% 10.2% 9.0% 9.2%
Total: 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% | 100.0% 100.0%
Percent Change in FTE 13.2% 3.1% 0.9%

Notes: 1. Percentages may not add to 100.0% due to rounding.

2. Table does not include all two-year institutions according to the Katsinas and Lacey
classifications; only publicly controlled institutions that reported for the IPEDS
Enrollment and Finance modules for both Fiscal Years 1993 and 1997 were included.

3. This table groups the following IPEDS Finance Module revenue subcategories under

"~ “Workforce Development”: (a) Federal Grants and Contracts; (b) State Grants and
Contracts; (c) Local Grants and Contracts; and (d) Private Gifts and Contracts.

4. This table groups the following IPEDS Finance Module subcategories as “Unrestricted
Funds™:

(a) Endowment Income; (b) Sales and Services of Educational Activities; (c) Auxiliary
Enterprises; (d) Other Sources; and (e) Independent Operations.
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Table 13
Percentage Distribution of Expenditures for
Small-, Medium-, and Large-Sized Publicly Controlled Rural Community Colleges,
Fiscal Years 1993 and 1997 (in constant 1997 dollars)

Rural Community Colleges . Community
Small Medium Large Colleges, ALL

FY93 FY97 FY93 FY97 FY93 FY97 | FY 93 FY97

Education & General:

Instruction 42.3% 40.5% 40.2% 39.6% 41.4% 40.9% 42.7% 41.1%
Research 0.4% 0.1% 0.1% O.i% 0.1%  0.0% 0.1% 0.1%
Public Service 1.4% 1.7% 21% 2.0% 29% 2.9% 1.9% 2.1%
Academic Support 7.2% 7.1% 6.5% 6.9% 6.4% 7.1% - 7.0% 7.3%
Student Services 8.3% 8.3% 82%  8.6% 8.0% 82% 89% 89%
Institutional Support 134% 13.6% 12.4% 12.7% 11.9% 12.5% 127% 13.3%
Plant Operations 9.0%  8.4% 86%  8.4% 84% 83% 86% 8.7%

Scholarship/Fellowship  12.0% 12.1% 13.0% 12.7% 12.0% 11.1% 102% 11.0%

Transfers 0.7% 2.3% 1.2% 1.6% 1.8% 2.0% 1.3% 1.8%
Sub-total, E &G: 94.7% 94.1% 923% 92.6% 92.9% 93.0% 93.4% 94.3%

Unrestricted Funds:

Auxiliary 53% 59% . 77% 13% 7.1% 7.0% 6.1% 5.7%

Other _ 0.0% 0.0% 0.0% 0.1% 0.0% 0.0% 0.5% 0.0%
Sub-total 53% 5.9% 17% 1.4% 7.1%  71.0% 6.6% 5.7%

Total Current Funds: 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

Percent Change in FTE 132% 3.1% 0.9%

Notes: 1. Percentages may not add to 100.0% due to rounding
2. Table does not include all two-year institutions according to the Katsinas and Lacey (in press)
community college classification scheme; only publicly controlled institutions that
reported data for both the [PEDS Enrollment and Finance modules for either Fiscal
Years 1993 and 1997 were included. _
3. This table grouped the IPEDS Finance Module expenditure subcategories of “Mandatory
Transfers” and “Non-Mandatory Transfers” under the single category of “Transfer.”
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rurals to 20 percent at largev rurals. The third largest was the federal category of
workforce development, which includes federal, state, local, and private grants and -
contracts, which totaled around 15 percent for all three rural classifications. The fourth
largest were average local appropriations, which ranged from 4.4 percent at _small rurals to
13.4 percent at large rurals. The fifth largest revenue component was average auxiliary
enterprises, which accounted for 5.6 percent at small rurals, 7.7 percent at medium rurals,
and 7.2 percent at large rurals of fhe total current fund revenue per FTE.

A comparison of the fiscal year 1992-93 revenues and expenditlires to fiscal year

1996-97, adjusted for inflation and expressed in constant 1997 dollars, revealed very

similar patterns in both fiscal years. In 1996-97, the largest category of revenue per
student FTE was still state appropriations, which averaged $2,804 or 37.4 percent of the
total revenue. The second largest was tuition, which averaged $1,491 (19.9 percent); the
third was local apbropriations at $1,19O (15.9 percent); the fourth was average federal
grants and contracts at $897 (12 percent); and the fifth was average auxiliary enterprises
at $447, or 6 percent.

The largest compoher_lts of revenue for fiscal 1996-97 continued to be state
appropriations and tuition and fees. In fiscal year 1996-97, total current fund revenue per
student FTE for small rurals was $10,445, medium rurals -was $9,320, and large rurals was
$8,502. A comparison to fiscal year 1992-93 total current fund revenues per FTE,
adjusted for inflation, showed small rurals were db_wn $328 or 3 percent, medium rurals
were up $706 or 8.2 percent, and large rurals were up $931 or 12.3 percent. For all rural

community colleges taken together, the largest line items of revenue growth were related
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to workforce development, specifically the categories of federal grants and contracts, and
private grants and contracts. Two possible explanations of this growth include the idea
that non-traditional resources are more plentiful during times of economic prosperity, and
that federal and stéte governments may have chosen to expand their workforce training
programs, encouraging community college efforts to expand their missions and become
more involved in economic development programs.

§ | A comparison of expenditures of fiscal years 1992-93 and 1996-97 showed that
total current fund expenditures per FTE for small rurals decreased by $597 or 5.4 percent,
while rising $572 or 6.6 percent at the medium rurals, and $757 or 9.9 bercent at the large
rurals. Lenington (1996) stated, “higher education is a labbr-intensive business, and the

" faculty who provide the instruction and the personnel who support them represent the
single largest expense for operating the iqstitution” (p. 5). Interestingly, education and
general expenditures for employee compensation per FTE decreased by $561 or 8.7
percent at small rurals and in the same proportion to the decline of $597 noted for fotal
current fuﬁd expenditures per FTE. This phenomenon is likely due to reasons unrelated to .
rising eﬁiciency since eﬁciency is a ratio of costs and outputs. Bowen commented in
1977 that “the difficulty in measuring educational efficiency is that the outputs come in the
form of changes in peoples’ lives” (p. 432).

A possible explanation is that small rurals have a lower revenue base of local
appropriations upbn which to rely, ag compared to. their medium- and large-sized rural
counterparts. They also have less unrestricted funds and therefore less operating

flexibility. On average, total current fund expenditures per FTE at medium- and large-
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sized rurals increased $572 and $757, respectively, and both rural classiﬁcatiohs of
instituti;)ns showed that their increases were in education and general expenditures per
FTE. These increases appeared to be evenly spread across the different expenditure
categbries - instruction, research - signaling the effects of more normal growth and
inflation during good economic times.

Finally, comparing current fund revenue per FTE to current fund expenditures per
FTE between fiscal years 1992-93 and 1996-97 indicated, on average, a trend toward
smaller operating margins. Overall the résult shows a less favorable financial positiqn for
all rural community colleges, and a larger negative effect observed for small- and medium-
sized rurals. The section that follows relates the AN OVA testing to the financial analysis

of institutional capacity, to which attention is now turned.

Relating ANOVA Testing to Financial Analysis of Institutional Capacity

State Appropriations

State appropriations are the most important component of current fund revenue-
for any publicly controlled two- and four-year college or university. Table 10 showed that
rural community colleges were significantly more dependent upon this source of funding
than their suburban and urban counterparts. This single source of revenue represented
approximately 40 percent of the academic budget for rural community colleges, making it
a very sensitive line item should sudden and unexpected movements occur.

The 60-month period between 1992-93 and '1 996-97 was generally considered to

be good economically, demonstrated by strong national productivity ratios, high
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employment, and low inflation. During this period state governments have been able to
turn their deficit balances into sizeable “rainy day” funds through increased sales and
income tax receipts. In fact, Dr. Matthew V. Filipic, Senior Vice Chancellor for
Administration for the Ohio Board of Regents, referred to the period as a “nirvana” for
Ohio’s state budget (personal communication, June 8, 1998). While state appropriations,
which are primarily supported by sales and income taxes, represent the largest source of
revenue for the general operations of public higher education, this source has seriously
lagged during this period of high national prosperity. Hauptman (1991) wrote “when
adjusted for inflation, state funding grew about 2.5 percent per year in the 1980s, -
combared to 1 percent in the late 1970s (p. 118). Inferestingly, after adjusting the period
1990 to 1998 for inflation, this author calculated the annual fate of growth in state
appropriations to be under 2.5 percent. A reasonable explanation given for this
phenomenon was provided by Layzell and Lyddon (1996), who believed that state funding
was a product of political, economic, and demogrép_hic variables in the states (p. 313).
The financial data presented in Table 11 show that the amount of total state

subsidy as a percentage of total current fund revenue for small-, me'dium-, and large-sized

_ rural community colleges deteriorated in the five years between 1992-93 and 1996-97.

This would indicate that state pOlicy-makérs have neglected to keep funding at a pace with
the increasing numbers of students enrolling in community colleges. That is, Table 10
indicated that after adjusting for inflation, small-, medium-, and large-sized rural
cornmum'ty cdlleges have experienced either a decline or only a modest growth in state

appropriations per FTE between fiscal years 1992-93 and 1996-97. For small rural
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campuses the drop was 14 percent or $742 per FTE, while the amount of state subsidies at
medium- and large-sized rural campuses grew 3.4 percenf and 9.6 percent, respectively.
Put another way, the 14 percent reduction in state tax support for small rural campuses
was equivalent to absorbing a 6.9 percent decrease in total current fund revenue, while
requests and demands for services increased.

The mid-1990s can be simply described as é'period where programs and services
have béen provided to greater numbers of studénts while constant dollars available have
either remained essentially stable or declined. Not surprisingly, this study confirmed what
other researchers have found -- the reduction in state appropriations was accompanied by
an increase in stpdent tuition and fees as institﬁtions attempted to narrow the widening gap
between missions and resources. A lower public subsidy has thus resulted in rising tuition
and fees along with the increased cost of doing ordinary business, such as the impact of
new technplogy. :

State funding formulas for higher education vary widely across the nation, but
most attempt to link mission and finance by connecting funding and credit-based
enrollment. This poses a special problem for community colleges and, in particular, for
rural institutions, because an important portion of their time is devoted to continuing
education programs and public service which are not necessarily associated with credit
hours. Honeyman, Williamson, and Wattenbarger (1991) commented that funding sources
for non-credit courses continue to be a highly volatile issue. Their survey s_howed most
states favor a student fee basis for supporting. non-credit courses for life-long learning,

recreation and leisure, job training, and other certificate programs (p. 10).
128

i48



Analysis of IPEDS data reveals a growing disjunction between the growth in

enrollments and less growth-oriented state ﬁJnding formulas. Between fiscal years 1992-

93 and 1996-97, medium and large rural community colleges experienced increases in
enrollment of .9 percent and 4.3 percent, respectively, compared to small rural community
colleges whose enrollment increased dramatically, up 13.3 percent. The significant growth
in enrollment at small rural campuses necessarily meant that there was less state subsidy to
spread across the substantially larger base of students, therefore reducing drastically the '
amount of available state appropriations per FTE. The result was a real decrease in state

~ support across the five year period. Essentially, small rural campuses have been caught in
a short-term strategy of doing more with less state dollars per FTE, compared to the
medium- and large-sized rural campuses, or suburban and urban counterparts. The
observation made in 1980 by Richardson and Leslie, who characterized the financing of
community colleges by metholds that have “evolved but have generally lagged behind the
resource requirements resultiné from the assumption of new functions” (p. 43) is even

more true today.

.Local Appropriations
Richardson and Leslie repoi'ted in 1980 that “ldcal funds are contributed in 26
states but are of major consequence (more than 10 percent of operating budgets) in only
19 states” (p. 19). This.study found that in fiscal year 1996-97, local support as a
percentage of total current fund revenues for sma]l-siied rural campuses was 4.2 percent,

medium-sized rural campuses was 8.1 percent, and large-sized rurals was 13 percent.
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B.etween fiscal years 1992-93 and 1996-97, local support for small rural community
colleges fell 9.1 percent, while medium- and large-sized rural community colleges
experienced increases of 1.8 percent and 8.8 perc.ent, respectively.

The general flatness é.nd/or deciine in local support at the small- and medium-sized
rural community colleges is likely due to three factors. First, enrollment increased
significantly at the small rural campuses compared to the mediurﬁ- and large-sized rural
campuses, while local support did not keep pace. Second is the general climate for
lawmakers to promote performance-based budgeting, in which incentives are allegedly tied
more closely to outcomes. Thus, what new dollars coming in are being allocated to
suppoft incentive funding, further restricting general operating subsidy since no new state
dollars are being invested. Third, at all levels of government there is widespread political
reluctance to introduce new faxes to increase financial support for public highe‘r education.
Large rural campuses often have a larger property tax base upon which to draw compared
to small- and medium-sized rural community colleges.

The testing of local appropriations per FTE for variance and compatibility for all
ANOVA trials revealed significant differences among the i)opulation means between the
two fiscal periods. This suggests that enabling laws, pqlicies, and practices toward local
funding support vary widely between communities and across states. Some rural districts
may be wealthy and can therefore afford to provide more local support than other
communities. This is likely true for rural areas with good enabling laws allowing for
distinctive levies [Illinois has this, Ohio does not], or rural areas with taxable extractive

industry such as oil or natural gas. Additionally, that many rural community colleges are
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located in areas with a much lower tax base compared to their urban and suburban
counterparts provides a strong prejudice or influence when reviewing thé universe data.
Finally, small rural community colleges often tend to serve areas of high poverty and high
unemployment.

An apparent remedy for raising new resources Or increasing a lo‘cal district’s tax
basis is fbr the community to be prosperous. Recent thinking is to have rural community
colleges get involved and become interdependent and establish strong and lasting ties with
local community leaders ‘(Boone, 1997). It is said that rural community colleges should Be
constructively invf)lved in workforce training efforts that benefit the community by

increasing wage bases and retaining and improving local enterprises, as well as attracting
new businesses to the community. State initiatives requiring rural community colleges to

- extend and expand their educational resources to assist community leaders in the
economic development process is problematic, given a flat resource base. It has become
increasingly apparent that rural campuses have become involved in the demand side of
labor markets - the employer side - and have become the force for job preparation and
employment services. In essence, rural community colleges have both an opportunity to
serve their local commuﬁiw as well as an important vested interest of ensuring economic
developfnent in their local community. Yet their institutional capacity and financial base

are not geared up for the job.

Tuition & Fees Income

Tuition and fees income represents the second largest source of income for
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community colleges. Table 11 indicated that as a percentage of total current fund
revenue, rural community colleges were at the average of their suburban and urban
counterparts of roughly 19 percent. Between fiscal years 1992-93 and 1996-97, small-
and large-sized rural community colleges showed a decline in tuition and fees as a
percentage of total current fund revenue, while medium-sized rural campuses experienced
a slight increase. A closer look showed that small rural community colleges appear to
charge consistently low tuitions and fees to accomplish their missions compared to

" medium- and large-sized rural campuses. For example, Table 10 showed in fiscal year
1992-93, the average tuition and fees income per student FTE at small rural campuses
equaled $1,936, well abofve the-medium- and large-sized'rural cémpuses of $1,584 and
$1,518, respectively, and above the universe of publicly controlled community colleges’
average tuition and fees income per FTE total $1-,491., which includes the publicly
controlled urban and suburban community colleges. By fiscal year 1996-97, tuition and
fees per student FTE at small rural campuses had dropped to $1,846, down 4.6 percent,
primarily due to their large increase in enroliment, compared to $1,766, up 11.5 percent,
~and'$1,644, up 8.3 percent, at medium- and large-sized rural community colleges,
respectively.

Rural community colleges ére at a financial disadvantage when compared to their
urban and suburban f:ounterparts. Monies lost through the slippage of state and local
appropriations are not fully offset by raising tuition and fees. The 2 percent decrease for
rural community colleges in state appropriations would require a 5 percent increase in

tuition and fees to offset a significant financial burden to students and their families.
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Additionally, Tables 10 and 11 indicate that new dollars received for workforce
developrﬁent programs do not add up to break-even or fully compensate for the slippage
in state appropriations. The leadership at rural campuses has therefore been forced to
consider and/or implement higher tuition and fees policies andA cutbacks in services in
order to balance their already tight budgets, since the spread between flat or reduced state
appropriations .and rise in operating costs has grown at a rate far greater than CPI. As
Cémpbell, Leverty, and Sayles (1996) stated, “if higher education is the budget balancer at
the state level, tuition and fees are, in many cases, the budget balancer at the institutional
level” (p. 176).

Experts including Bowen (1973, 1980a), Chambers (1976), Wattenbarger (1985),

and Honeyman, Williamson, and Wattenbarger (1991) have all discussed the less favorable

“and negative impact of high tuition policies and the limiting prospect for access and

opportunity of “have not” students to a postsecondary education. In 1973, Bowen

stated:
there are a number of reasons why tuition should remain low: for both
cultural and economic reasons, higher education should be eXtended as
widely as possible; opportunity should be opened to people of low income
and limited backgrounds; the broad social benefits of highet education
justify subsidy; the student's own time, expressed in fdregone income,
represents his fair share of the cost; and the sizable loss of income for
students and the considerable effort involved in higher edui:atiéﬁ are

sufficient to prevent waste of educational services. (pp. 115-6)
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Bowen in 1974 wrote, “I am skeptical about high-tuition proposals from the point of view
of adequacy. I believe higher education might do better if the basic financial responsibility
remained clearly with éovemment and philanthropy” (1974b, p. 23). Ostar (1987) also
argued thaf"‘the issues of equity and opportunity raised in discussing tuition and student
financial policies relate to broad social policies, not just to higher education” (p. 149).

On the other hand, Breneman and Nelson (1981) argued for high tuition and
student aid policies. This model is highly dépendent upon financially secure economic
conditions, with claims of increasing efficiency and equity by redistributing the financial
burdén among the vairio-us parties of interest. The fear is the increasing cost to attend
college. anci decﬁlﬁng state tax support threaten the future affordability, access, and
opportunity. In particular, for rural community colleges this issue is troublesome as high
tuition is particularly sensitive and complex. That rural campuses are frequently located in
high poverty regions accompanied by high unemployment makes their financial position
cqnsistently more difficult to maintain, as the demands for serving communities’
r_equirements continue to escalate. Finally, school related costs are often more expensive
for students attending rural community colleges compared to students attending mban and
suburban community colleges. Troublesome costs often cited by rural community college

students include transportation and childcare.

Endowment Income and Private Gifts and Grants

The revenue categories of endowment income per FTE and private gifts and grants

per FTE have traditionally represented very small portions of total current fund revenue. -
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Both revenue categories have generally reflected less than 1 percent of total current fund
revenue and only recently has the ;:ategt)ry of private gifts and contracts moved upward as
shown in the results for fiscal year 1996-97 in Tables 10 and 11. The lower endowment
income at rural institutions corresponds directly to their operating character and practice
of possessing vei'y low operating margms

Endowment income and private gifts and grants increase an institution’s operating
flexibility. Essentially, these funds enable colleges to leverage other opefating revenues,
especially tuition income, through the use institution_al sponsored fellowships and
scholarships. Two key inputs of institutional financial health are endowment size and
' endowmen't income, which at rural community colléges have been traditionally quite small.
It is a common practicé of institutions with weak financial positions to use new resources
as needed when they become available, rather than saving and investing dollars for future
use. Often new dollars are applied to cover current operating fund deficits, or to purchase
equipment that supports new initiatives and/or programs, as state policy-makers and
communities remain unabashed aboﬁt requesting more from their lO(_:al community
colleges. The slight increase reflected in private gifts and contracts per FTE for fiscal year
1996-97 is erlsl due to the increaséd activity rural community colleges have had in
forging collaboration and affiliation anaﬁgements with local businesses, and furnishing
them with technical advice and workforce training. Finally, the wholesale lack of
endowment income and private gifts and grants forces rural community colleges to be

* more dependent upon other revenue streams that are available, particularly state funds.
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Education & General Expenditures

The analysis of E&G expenditures showed consistently that significant statistical
differences existed among rural campuses and the universe of public community colleges,
and also among the rural campuses and universe of public community éolleges between
the two fiscal years 1992-93 and 1996-97. Tables 12 and 13 sﬁowed that E&G
expenditures per FTE for small rural community colleges have seen a slight decline, wﬁile
medium- and large-sized rural campuses have experienced élight increases. One reason for
this phenomenon is that the economy’s mild inflation rate in the mid-1990s has allowed for -
further price elasticity in purchasing operating goods anq services and in employee
compensation.

Unfortunately, community colleges at the state level compete \.zvith Medicaid,
corrections, and needed investments in K-12 education, which have tended to “crowd out”
investments in higher education. While solid state budgets have advanced or pushed up
the level of expenditures at medium- and large-sized rural campuses, overall financial
position remaiﬁs precarious. Since a large portion of E&G expenditures are paying for
people and b\iildings, campus presidents are left with few options and difﬁcult ciek:isions

when attempting to balance already tight operating budgets.

Auxiliary Enterprises Expenditures

Tables 10 and 12 show that between fiscal periods 1992-93 and 1996-97, auxiliary
enterprise revenue per FTE decreased .5 percent at medium rural campuses and increased

only slightly at small- and large-sized rural campuses by .5 percent and 3.4 percent,
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respectively. In comparison, during the same fiscal period auxiliary enterprise
expenditures per FTE grew on average at small rural campuses by 3.4 percent, at medium
rural campuses by 10.3 percent, and at large rural campuses by 20.1 percent.

The likely cause was that rﬂany college campuses chose to outsource auxiliary
enterprises such as the bookstore, dining services, and facilities Iﬁairltenance operations.
Outsourcing activities generally only provic-ie a one-time meaningful pick-up of new cash
before returning to a loss, break-even, or, at best, very slim margin. What is unclear from
the IPEDS financial module is how the results of auxiliary enterprises were allocated.
Rural campuses with either break-even or unprofitable auxiliary enterprises are likely being
served by leaner management, supported by deferred maintenance, and/or subsidized by

- other areas of operations.

Education & General Expenditures - Employee Compensation

As mentioned earlier, most of the ANOVA statistical trials for expenditures
indicated fhat there were signiﬁcant statistical differences among the patterns for means of
expenditures per FTE of rural campuses and the universe of publicly controlled
community colleges for fiscal periods 1992-93 and 1996-97. Until recently, higher
education had never really experienced the full effect of economic retrenchment activities
on a regional or national scale. This modern day national trehd of institutions having to
deal with less or limited resources has f(;rced rural, uiban, and suburban campuses into
offering early retirement to facufty, downsizing, and/or experimenting with other ways to '

slow the rise of employee compensation or even lower employee compensation.
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In addition, movements between ﬁscal periods 1992-93 and 1996-97 indicated that
expenditures per FTE for instruction, public service, and academic support increased,
while E&G expenditures - employee compensation per FTE decreased. It appears that the
higher levels of enrollment in recent years have brought about standard shifts in E&G
expenditures, while the lower percentage of employeé compensation indicated a much
leaner staff and faiculty. ‘Finally, because most business decisions are far-reéching, using
weak or inadequate financial data to make decisions will likely provide a less desirable or

wrong result when considering how to best cut or reduce institutional costs.

Summary

The primary and secondary ’r'esearch‘questions for the study intr(ﬁuced in the first
chapter were analyzed in this Chapter. The analysis of the publicly controlled small-,
medium-, and large-size rural community colleges and the universe of publicly
controlled-rural, suburban, and urban—corﬁmunity colleges for fiscal years 1992-93 and
1996-97 was based upon the revenue and expenditures obtained from the IPEDS data
base. Déﬁnit_i_ons from the Katsinas and Lacey (in pfess) classification system allowed for
the fural community colleges to be separated into small-,.medium-, and large-sized
designations. ..

In summary, there were a total of 54 ANOVA tests performed on 6 revenue
categories and 3 expenditure categories. The ANOVA tests showed that 31, or 57
percent, of the compariéons revealed significant statistical differences among the means of

various revenue and expenditure categories. In the remaining 23 tests, or 43 percent, the
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ANOVA tests found no significant statistical differences existed among the means of
various revenue and expenditure categories. Additionally, the ANOVA results for fiscal
year 1992-93 were split, with 10 tests finding significant differences while 8 tests yielded
no differences. In fiscal year 1996-97, significant differences were detected 10 times,
compared to 8 tests finding that no differences existed. The ANOVA tests between the
two fiscal years 1992-93 and 1996-97 found 11 significant differences, and 7 with no
significant differences.

A comparison of the 6 revenue and 3 expenditure categories indicated that for
local éppropriations per student FTE, E&G expenditures per student FTE, and E&G
expenditures per student for employee compensation, all of the ANOVA tests found
significant statistical differences existed among and between the. means. A majority of the
ANOVA tests showed significant differences existed with the means of state
appropriations per student FTE while no significant differences were detected more often
with the means of private gifts and grants per student FTE and auxiliary enterprises per
student FTE. The ANOVA test results for tuition and fees per student FTE and federal
appropriations per student FTE were split.evenly, half yes and half no. .No significant
statistical differences were found when testing among and between the means of
endowment income per student FTE.

The ANOVA tests indicate that having to rely on averages is a less suitable
benchmark to make decisions about funding patterns or cost behaviors among community
colleges and can lead t(; less informed decision-making. Halstead (1991) remarked that

“mean or median values are intangible, i.e., they are mathematical concepts without any
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commanding physical presence actually observable. Comparisons with the average thus |

lack a certain reality” (p. 148). Finally, in their. book, Statistics for Management and
Economic, Mendenhall, Reinmuth, Beavers, and Duhan stated “you may feel that the;
above conclusions could have been made on . . . visual observation of the treatment
means. However, it is not difficult to construct a set of data that will lead the ‘visual’
decision maker to erroneous results” (p. 424). Attention is now given to Chapter Five,
which ﬁresents this study’s findings, conclusions, and recommendations for poﬁcy and

further study.
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CHAPTER FIVE
FINDINGS, CONCLUSIONS, AND
RECOMMENDATIONS FOR POLICY AND FURTHER STUDY

Introduction

In his 1981 article, “Cost Differences: The Amazing Disparity Among Institutions
of Higher'Education in Educational Cost per Student,” the lafe Howard R. Bowen, an
eminent economist of U.S. higher education and former university président, suggested
that differences 1n institutional costs were not surprising and should, in fact, be expected.
Bowén argued that different institutions had different ﬁmctions (public veréus private,
two-year versus four-year), and that geographical and other diﬂ'erénces would be logically
represented in the comparabie costs olf institutions. But how much cbst differences ére
acceptable, particularly among public institutioris funded by state legislatures that purport
to tréat different institutions fairly and equitably? The purpose of this study was to
examine the institutional capacity of rural community colleges.

The literature review preseﬁted in Chapter Two found the following: (1) a small,
largely anecdotally-based literature about issues, challenges, concerns, and problems
~ related to providing access within the rural community college setting; (2) few
publications bertaining to community college finance generally; (3) a nearly nonexistent

literature specifically oriented to finance of rural community colleges; (4) limited literature
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on state policy as related to rural community colleges; (5) little literature on state policy

related to economic development and community colleges; and (6) an emerging literature

related to use of the rural community college by policy makers in the federal government,

the state governments, and within policy-oriented foundations to address economic

development and workforce training issues. Most of the publications related to this

emerging literature advocated the expanded use of rural community colleges to ameliorate

poverty conditions in economically distressed regions of the United States, including
Appalachia, the Lower Mississippi Valley, the Border region of south Texas, the Four
Cornérs region of the American southwest,. and the High Plains regioh served by Tribal
Colleges. The Ford Foundation’s Rural Community College Initiative (RCCI), which is
manéged by MDC, Inc., a nonprofit organization located in Chapel Hill, North Carolina,
as of January 1999, has provided much of the impetus for this. For example, grants have
totaled $45 million to 24 rural community colleges in the five years of RCCI’s existence.
These program grants have been alugmented by technical assistance and other resources to
build capacity to promote the twin goals of providing access and economic development.
The Office of Community College Liaison within the US Departmerit of Education has
also contributed to programming specifically oriented to' the needs of rural community
colleges in the past five years. |

Chapter Two also discussed the growing awareness within the policy making and
research community of th¢ damaging effects of lumping all community colleges together
into a single classification as they consider initiatives to broaden access to higher

education and rural economic development (interestingly, the Katsinas and Lacey [in
142

i62



press] classifications were used by MDC officials as part of the selection process in
assessing which rural community colleges would be invited to participate). The
classification scheme most widely accepted by state and federal policy-mékers was first
developed by Clark Kerr for the Carnegie Council for Policy Studies in Higher Education
in 1973 and 1976, and updated by the Carnegie Foundation for thé Advancement of
Teaching in 1987 and 1994. The 1994 edition included eight separate classifications for
1,431 four-year institutions, yet grduped all 1,471 two-year institutions together under the
single classification “Associate of Arts Gfanting Institutions:” Data published by the
Department of Education’s National Center for Education Statistics (NCES) also groups
all community collegés together using the IPEDS data base. Sinée the literature of higher
education is formed in a process that is somewhat analogous to the forming of stalagmites
and stalactites--one drop at a time, drop by drop, over many yearsf-fai]ure to develop
some meaningful classifications has served to mask differences between institutions that
are, in reality, quite diverse (Katsinas, 1996). Here is the power of Kerr’s Carnegie
classifications, as Katsinas noted in his 1996 article, Preparing Leaders for Diverse
Institutional Settings.

Unfortunately and probably unintentionally, the lack of a ﬁmd&d nomenclature
has probably resulted in a bias toward urban and suburban-based two-year institutions in
the public policy debate. | For example, in their influential 1981 work, Financing
Community Colleges: An Economic Perspective, David Brenemaﬁ and Susan Nelson
argued the proposition that, due to the wide prevalence and easy access to federal student

financial aid, states should end low tuition at their publicly controlled community colleges.
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There was no reason, they argued, not to peg tuition and fees at community qoﬂeges to
the one-third of instructional cost recommendation for four-year public universities and
colleges made in the 1973 report of the Carnegie Commission on Higher Education Policy
Studies, Who Pays? Who Benefits? Who Should Pay? A Report and Recommendation.
Undergirding théi; argument, made from an economic perspective, was that the purpose of
federal financial aid was to cover tuition costs alone, and that therefore a high tuition/high
aid poﬁcy was more efficient and more effective (Breneman and Nelson, 1981).

Recent yeérs have seen increased emphasis on the part 6f federal and state policy
makers to use community colleges as vehicles to meet state economic development and
workforce development goals and policy objectives (Katsinas and Miller, 1998).
Interestingly, grouping all c0mmu-nity colleges together into a single classification may
actually be antithetical toward the economic development and access goals of state and -

federal policy-makers. With particular reference to the problems, challenges, and barriers

~ to effective policies in rural areas, does sufficient institutional capacity exist for rural

community colleges to be able to provide both access and economic development? A
necessary starting point for such analysis is to empirically describe rural community .

colleges distinct from the universe of publicly controlled institutions, which the study at

“hand purports to do using objective financial data from nationally respected sources.

Without employing such an objectively based classification system, one that distinguishes
between community colleges on the basis of clearly measurable U.S. Bureau of the Census
definitions, no clear delineation or distinction beyond determination of whether or not the

two-year institution is publicly or privately controlled exists. Attention is now turned to
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presentation of the major findings of this study.

Findings

This study utilized the Financial Module of the U.S. Department of Education
National Center for Education Statistics Integrated Postsecondary Education Data System
(IPEDS) data base to examine the revenue and expenditure components of publicly
controlled community colleges. Thé Katsinas and Lacey (in press) classification system
for community colleges, which separated the nation’s publicly controlled community
colleges into seven major subcategories, was employed (see Table 4, on page 97, above).
The Katsinas and Lacey classifications allowed for initial identification of publicly
controlled community colleges into three major categories (urban, suburban, and rural),
and allowed for further subclassification into small-, medium—, and large-sized basgd on
enrollment (under 1,000, 1000-2,500, and over 2,500 students, respectively).

This study tested the means of the revenues and expenditu1;es of small-, medium-,
and large-sized rural community colleges and the universe of publicly controlled
community colleges from fiscal years 1992-93 and 1996-97 dérived from the IPEDS
surveys. The financial variables for fiscal year 1992-93 were adjusted for inflation by
converting the revenue and expenditures into constant 1997 dollars using the US
Department of Labor’s Consumer Price Iﬁdex (CPI) for all urban consumers. By using
the full-timeequivalent (FTE) formula for each of the reporting community colleges
provided' by the National Center for Education Statistics (NCES), all revenue and

expenditure variables for fiscal years 1992-93 and 1996-97 could then be converted into
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revenues per student FTE and expenditures per student FTE for comparison purposes. |
College and university presidents, chief financial officers, state higher educaﬁon agency
officials, and state legislators and governors generally agree that equity and fairness are
important in the allocation of funds. It follows, therefore, that ﬁifxancial measurement
based upon student FTE revenues and expenditures brings the issue down to its most basic
component: How much money is spent per student?

The Analysis of Variance (ANOVA) Single Factor technique, advanced by
.Mendenhall, Reinmuth, BeaQer, and Duhan (1r986) and Robert Johnson (1996), was used
to test the statistical difference among the means of selected revenues per student FTE and
expenditures per student FTE among publicly controlled small-, medium-, and large-sized
rural community colleges, as well as the mean; of the revenues per FTE and expenditures
per FTE for the universe of community colleges (which represented the lump-sum of all
publicly controlled community cblleges - urban, suburban, and rural) for ﬁscél years 1992-
93 and 1996-97. Each ANOVA model calculated a p-value which was compared to é
commonly accepted value for alpha of .05. This c;.omparison determined whether the
means of the various revenue and expenditure variables being tested were statistically
equal or if a significant statistical difference existed. For example, if the ANOVA test
.calculated a p-value that was greater than the predetermined .05 alpha factor, that result
meant the means were statistically equal. Otherwise, if the calculated p-value was smaller
than the .05 alpha value, that meant there was at least one significant statistical difference
among the meaﬂs and that the means were not statistically equal.

The ANOV A tests were deemed an appropriate tool for comparing the financial
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base of different types of community colleges, in as much as institutional capacity was the
central focus of this study. Currently, the NCES and the Carnegie Foundation for the
Advancement of Teaching’s classifications (1973, updated in 1976, 1987, and 1994), lump
community colleges togethef under a single classification, as if a giant urban five-campus -
district such as Miami-Dade Cowﬁunity College (FL) ;md a small, rural community
college such as Northwest State Community College (OH) have thé exact same missions,
functions, and programs. A secdndary purpose of this study, therefore, was to empirically
assess if t_he classification scheme developed by Katsinas and Lacey (in press), which
distinguishes publicly controlled c0mmmﬁty colleges into three major categories ( rural,
urban, and suburban) is supported by an analysis of data from the IPEDS Finance Module.
Katsinas (1996) in particular has posited that the smaller the institution, the more reliant it
would likely be upon s-tate funding, due to the relative unavailability of local |
appropriations and tuition and fges income. For this reason, ANOVA results are
presented comparing: (1) small-, medium-, and large-sized publicly controlled rural
community colleges, and (2) s@—, medium-, and large-sized public rural community
colleges to the universe of all public comxhunity colleges. o

Three findings that follow relate to the three major research questions and
accon'lpanying secondary research questions first posed in Chapter One and subsequently
addressed in Chapter Four. Tabl¢ 6 (on page 113 above) indicated that the IPEDS data
base contained 1,099 and 1,058 publicly controlled community -colleges in fiscal years
1992—93 and 1996-97, respectively. Of that, the entire universe of publicly controlled

community colleges consisted of 918 in fiscal year 1992-93 and 892 in fiscal year 1996-97
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that reported both enrollment and financial information in either fiscal year. The very high
rate of useable data -- 84% of the universe -- was deemed good for the analysis émployed.
Usiﬂg the Katsinas and Lacey (in press) classification system for community colleges 561
and 569 rural community colleges were identified in fiscal years 1992-93 and 1996-97,
respectively.” Of that, the publicly controlled rural community colleges were separated
into 88 small-, 219 medium-, and 254 large-sized in fiscal year 1992-93 and 98 small-, 214
medium-, and 257 large-sized m fiscal year 1996-97. In total, the three subcategories of
publicly controlled rural community colleges represented 61.1 percent and 63.8 percent of
the universe of publicly controlled community colleges, respectiveiy, which again was
deemed to be useful for this study.

1. There were significant differences in the revenue and expenditure patterns per
student FTE between small-; medium-, and large-sized rural coﬁmunity colleges

- compared to the universe of community colleges in the United States for fiscal year
1992-93.

Table 14, which summarizes the ANOVA results, shows that 67 percent lof the
tests p,erformedi among the means of revenue per student FTE and expenditures per
student FTE of the small-, medium-, and large-sized publicly controlled rural community
colleges revealed significant differences. Comparing the means of revenue per FTE and
expenditures per FTE of small-, medium-, and large-sized rural community colleges to the .

means of revenue per FTE and expenditures per FTE of the universe of publicly controlled

The discrepancy between the total number of institutions reporting in both years is explained by the existence
of urban and suburban multi-campus community college districts that report data by each campus.
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Table 14
Summary of ANOVA Testing of Revenue and Expenditure IPEDS Data
of Small-. Medium-, and Large-Sized Rural Community Colleges, and
the Universe of All Publicly Controlled Community Colleges, 1992-93 and 1996-97

Changes Between
Fiscal Year Fiscal Year Fiscal Years
1992-93 1996-97 92-93 & 96-97
Small, Small, Small,
Small, Medium, Small, Medium, Small, Medium, _ Total

Medium, Large, & Medium, Large, & Medium, Large, & Percent Percent
& Large Universe & Large Universe & Large Universe __YES NO

Revenue

State Appropriations -~ YES NO YES YES YES NO  67% 33%
Local Appropriations YES YES YES YES YES. YES . 100% - 0%
Federal Appropriations  YES NO  YES NO YES  NO 50% 50%
Tuition & Fees YES YES NO NO ' YES NO 50% 350%
Endowment Income NO NO NO NO NO NO 0% 100%
Private Gifts & Grants NO NO NO NO YES - NO 17% 83%

Expenditures

Educational & General YES YES YES YES YES YES 100% 0%
Auxiliary Enterprises NO NO NO YES NO YES 33% 67%
E&G Employee ‘4

Compensation YES YES YES YES YES YES 100% 0%
Percént YES, Total . 67% 44% 56% 6% 78% : 44%  57%
Percent NO, Total 33% 356% 44% 44% 22% 356% 43%

Notes: (1) “YES” indicates significant statistical difference and “NO” indicates no
significant statistical difference.
(2) E&G -employee compensation includes all salaries and benefits for all
institutional employees.
(3) All percentages have been rounded up or down accordingly.

community colleges revealed that 44 percent of the ANOVA tests concluded a significant
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difference existed. In total, of the 18 ANOVA tests performed comparing the means of
the revenue per FTE and expenditﬁres per FTE, 56 percent reported a significant
difference existeci fof fiscal year 1992-93.

The ANOVA testing revealed statistically significant differences in the means for
the community college revenue catégories of state appropriations per student FTE, local
appropriations per student FTE, federal appropriations per student FTE, and tuition and

fees per student FTE. Statistically significant differences in the means for the key

* community college expenditure categories of E&G expenditures per student FTE and

E&G expenditures-employee cdmpensation per student FTE were also found. Those
revenue and expenditure categories that showed no significant difference included
endowment income per student FTE, private gifts and grants per student FTE, and
auxiliary enterprises expenditures per student FTE. This result was not surprising; in that
it 1s well known that most community colleges have very small endowments, except in the
case of the largest multi-campus districts, and limited income from auxiliary enterprises.
Use of ANOVA testing of the means of revenues per student FTE and
expendi-tur.es per student FTE for sligniﬁcant differences among the small-, medium-, and
large-sized rural community colleges and the universe of publicly controlled community .
colleges for fiscal year 1992-93 revealed significant differences within two revenue
categories -- (1) local appropriations per student FTE, and (2) tuition and fees per student
FTE -- as well as two éxpenditure categories, (3) E&G expenditures per student FTE, and

(4) E&G expenditures-employee compensation per student FTE. No statistical differences

were found among the means of state appropriations per student FTE, federal
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appropriations per student FTE, endowment income per bstudent FTE, private gifts and
grants per student FTE, and auxiliary enterprises expenditures per student FTE

The ANOVA testing of significant differences for fiscal year 1992-93 among the
means of (1) revenues per student FTE and expenditures per student FTE of small-,
medium-, and large-sized rural community colleges and, (2) among the small-, medium-,
and lgrge-sized rural campuses compared to the universe of publicly controlled community
colieges showed the prevailing relationships and patterns of revenues and expenditures for
fiscal year 1992-93. First, a majority (67%) indicated that the means of the selected
revenués per FTE and expenditures per FTE of small-, medium-, and large-sized rural
community colleges were not statistically equal. Second, statistical evidegce showed that
significant differences often existed (44%) between small-, medium-, and large-sized rural
institutions and the universe of publicly controlled communjty éolleges. Third, the
practice of NCES, Carnegie Foundation for the Advancement Qf Teaching, and chers of
luxﬁping community colleges into a single ;:lassiﬁcation smothers the innate differences
that are well known by practitioners. The overall inconsistencies or significant statistical
differences shown in the outcome data indicated that the natural tendency of using
averages to report and/or compare revenués and expenditures per student FTE of
community colleges revealed that for a majority of the tests (56%), publicly controlled
rural community colleges were not represented fairly for fiscal year 1992-93. -

2. There were significant differences in the revenﬁe and expénditure patterns per
student FTE between small-, medium-, and large-sized rural based community colleges

compared to the universe of community colleges in the United States for fiscal year
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1996-97.
For fiscal year 1996-97, the ANOVA tgstin'g provided statistical evidence that for
a majority of cases, the means of the selected revenues per student. FTE-and expenditures
per student FTE among the small-, medium-, and larée-siied rural commurﬁty colleges
showed significant differences existed. Table 14 indicated that 56 percent of the tests
performed on revenue per FTE and expenditures pér FTE of small-, medium-, and large-
sized rural comhmnity colleges revealed a significant difference existed among the means.
Additionally, a comparison of the means of revenue per FTE and expenditures per FTE of
small-, medium-, and large-sized rural community colleges to the means of revenue per |
FTE and expenditures per FTE of the universe of publicly controlled community colleges
showed that a significant difference existed in 56 percent of the ANOVA tests. Of the 18
ANOVA tests performed for 1996-97 that compared the means of revenue and
expehditures per student FTE, 56 percent revealed that the means were not statistically
equal.
The detailed results of using ANOVA to test the means of selected révenue aﬂd
. expenditure variables of small-, medium-, and lérge-sized publicly controlled rural
community colleges showed that significant statistical differences were detected within the
categories of state appropriations per FTE, local appropriations per FTE, federal
appropriations per FTE, E&G expenditures per FTE, and E&G expenditures-employee
compensation per FTE. Revenue and expenditure categories that showed no sign of a
significant statistical difference included tuitibn and fees per FTE, endowment income per

FTE, private gifts and grants per FTE, and auxiliary enterprises expenditures per FTE.
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Using AN OYA to test the means of selected revenue and expenditure categories
for statistical differences among the small-, medium-, and large-sized public rural
community colleges and the universe of public communtty colleges found significant
differences existed within state apbropriations per FTE, local appropriations per FTE,
E&G expenditures per FTE, auxiliary entérprises expenditures pe'r FTE, and E&G
expenditures—emplbyee compénsation per FTE. Finatly, no signiﬁéant diﬂ'etences were
found among the means of tuition and fees per.FTE, federal appropriations pér FTE,
endowment income per FTE, and private gifts and grants per FTE.

The determination that significant statistical differences existed among the means
of certéin revenues per student FTE and expenditures per student FTE of srtlall-, medium,
and large-sized public rural community colleges along with comparing the small-, medium-
, and large-sized public rural campuses to the universe of public communjty colleges
alloW_s an assessment of patterns among the various ﬁnant:ial categories. .Fifst, a majority
(56%) of the ANOVA tests indicated that the means of selected revenues per FTE and
expenditures per FTE were not statistically equal among the small-, medium-, and large-
sized rural community colleges. Second, statistically significant differences existed among
the means of selected revenuesl per FTE and expenditures per FTE in a majority (56%) of
the AN OVA tests when comparing the small-, medium-, and large-sized rural community
colleges and the universe of community colleges. Third, again as in fiscal year 1992-93,
reports published by NCES, Carnegie Found;cttion for the Advancement of Teaqhing, and
others that lump all community colleges into a sitxgle classification masks the inherent |

differences that are well known by practitioners. The significant statistical differences
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revealed in the overall outcome data indicated for a majority of cases (56%), using
averages to report and/or compare the selec'ted revenues and expenditures per student
FTE does not represent fairly publicly céntrolled rural community colleges for fiscal year
1996-97.

3. There were significant changes in the revenue and expenditure patterns per
student FTE between sm.all-, medium-, and large-sized rural based community colleges
compared to the universe of community colleges in the United States between fiscal years
1992-93 and 1996-97.

This finding is supported th;ough two interrelated analyses. First, the ANOVA
testing described in Table 14 is detailed above. Second are two financial comparisons of
the relative financial position of rural community cblleges. Table 15 compares inflation-
| adjusted revenues per student FTE and expenditures per student FTE of publicly
controlled. rural small-, medium-, and large-sizeq community colleges compared to the
universe of all publicly controlled community colleges for fiscal years 1992-93 and 1996-
97. Additionally, Figure 1 shows the percentage change in sources of revenue, adjusted
for inflation, for /public rural community colleges and all public corﬁmmﬁty colleges for
fiscal years 1992-93 and 1996-97. |

In comparing fiscal years 1992-93 and 1996-97, the ANOVA trials provided
statistical evidence that significant diﬂ‘erenceé existed in a majority of tests of selected
revenues per student FTE and expenditures per student FTE among the small-, lmedium-,
and large-sized public rural community coﬁeges. Table 14 shows that 78 percent of the

tests revealed the existence of significant statistical differences. Upon comparing the
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means of selected revenues per FTE and expenditures per FTE for small-, medium-, and
large-sized public rural community colleges to the means of revenue per FTE and
expenditures per FTE for the universe of public community éolleges, ANOVA tests
determined significant statistical differences existed in 44 percent of the trials. Overall, 61
percent of the 18 ANOVA tests used to compare the means of the selected revenues per
student FTE and expenditures per student FTE between fiscal years 1992-93 and 1996-97
repprted the means were not statistically equal.

| TH¢ ANOVA testing of the means of selécted revenue and expenditure variables of
small-, medium-, and large-sized publicly controlled rural community colleges revealed
significant statistical differences within the categories of state appropriations per FTE,
local appropriations per' FTE, federal appropriations per FTE, tuition and fees per FTE,
private gifts and grants per FTE, E&G expenditures per FTE, and E&G expenditures -
employée compensation per FTE. Revenue and expenditure categories where no sign of a
significant statistical difference was detected included endowment income per FTE and
auxiliary enterprises expenditures per FTE. Furthermore, using ANOVA to test the means
of selected revenue and expenditure groupings for significant statistical differences among
the small-, medium-, and 1a¥ge-sized public rural community colleges and the universe of
public community colleges between the two fiscal periods (1992-93 and 1996-96) found.
significant statistical differences existed within local appropriations per FTE, E&G
expenditures'per FTE, auxiliary enterprises expenditﬁes per FTE, and E&G expenditures-
employee compensation per FTE. No significant statistical differences were detected

among the means of state appropriations per FTE, federal appropriations per FTE, tuition
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and fees per FTE, endowment income per FTE, and pri§ate gifts and grants ber FTE.

The large number of significant statistical differences among the means of the
selected revenues and expenditures per student FTE between fiscal periods 1992-93 and -
1996-97 of small-, medium, and large-sized publicly controlled rural community colleges
and a comparison of the small-, medium-, and large-sized public rural community colleges
to th¢ universe of public community colleges revealed three points of interest. First,a
majority (78%) of the AN OVA test results indicated that the means of selected revenues
per st'udent FTE and expenditures per student FTE for public rural community colleges
were not statistically equal. Second, significant statistical differences existed in nearly half
(44%) of the tests comparing small-, medium-, and large-sized public rural community
colleges to the universe of public community colleges. Third, again as revealed Qhﬂe
analyzing individually fiscal years 1992-93 and 1996-97, data produced by NCES,
Carnegie Foundation for the Advancement of Teaching, and others that lump all
community colleges into a single classification conceal the fundamental diversity that is
well known by practitioners. More specifically, 61 percent of the 18 ANOVA tests used
to compare the means of selected revenues and expenditures per student FTE of small-,
medium-, and large-sized publicly controlled rural community colleges and comparing
small-, medium—_, and large-sized publicly controlled rural community colleges to the
universe of publicly controlled community cdlleges reported a significant statistical
difference existed between fiscal years 1992-93 and 1996-97. —

Table 15 summarizes the financial results and-changes in the operating margins for
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small-, medium-, and large-sizéd rural community colleges, urban and suburban rural
community colleges, and the universe of publicly controlled community colleges for ﬁécal
years 1992-93 and 1996-97. The difference between revenue per student FTE and
expenditures per student FTE determined whether there was a‘ positive or negative balance
in the ope;ating results for each fiscal year examined. ‘This net margin is expressed both
numerically and on a percentage basis. This presents a clear snapshot of an organization’s
short- and lorig-terrn ability to meet cufreﬁt and future commitments. Declining net
margins in the institutional 0pérating results, over time, reveal a weakeniné revenue
stream relative to expenditures and indicate that revenue is not keeping pace with
increased activity. |

In general, the financial results were consistent with one exception. The financial
picture for small rural community colleges improved more from an average net operating
margin loss of minus 7.5 percent to a povsitive balance of 0.7 percent between fiscal years
1992-93 and 1996-97 compared to medium- and large-sized rural counterparts. Still, this
could hardly be characterized as good financial health. In’this context, it is important to
note that these positive net balances in the operating results remained well below the

industry benchmark. The striking feature of this analysis indicated that. on average, the

financial health of rural community colleges deteriorated dramatically between fiscal years

1992-93 and 1996-97. despite five of the best vears of economic health since World War

II, Further, the lower per FTE operating costs of suburban and urban community colleges
magnifies the cost differences with rural community colleges. This five-year period of
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1992-93 to 1996-97 is also part of the longest peacetime expansion on record as described

in the Economic Report of the President for 1999 (p. 19-21).

The Common Fund is a non-profit corporation that provides specialized technical
assistance to colleges and universities related to the investment of their endowment funds
and other cash balances. -Created in the early 1970s with a grant from the Ford
- Foundation, the Common Fund allows small endowment holding colleges and universities
“the ability to- pool their funds and obtain together specialized management assistance that

they otherwise could not afford for endowment building purposes. A 1992 report by The
Common Fund revealed that in the early 1990s, most states encountered deficits. The
timing could not have been worse, as the budgets of the states experienced recession-
driven shortfalls in tax revenues with the responsibility of increased spending as more
social programs shifted from the federal level to the state level (p. 19). Put differently, the
delicate financial sosition that rural community colleges find themselves in today is in
marked contrast to the overall well-being of the community colleges nationally, the
positive financial picture- of nearly every state budget in the country, and the national
economy, which during the past 94 months has generated unprecedented prosperity and
yielded bofh high employment and low inﬂatioﬁ. It may also indirectly indicate that
economic recovery has been slower in a large part of rural America foﬂowing the 1990-91
recession.

In 1998, Dun & Bradstreet Credit Services (D&B) issued a report entitled Industry
Norms. This report compared the financial conditions of community colleges, placing

them into upper, medium, and lower quartiles. The motivation for D&B to assess the
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relative financial health of institutions of higher education, including community colle_ges,
has to do with the desire on the part of institutions of higher educatioxi to access capital -
markets. By evaluating their revenue streams as compared to their expenditures, D&B is
then able to determine if a given institution is a “good risk” for financing bonds that would
be used for capital investment, including the physical plant and related equipment. Tile
1998 D&B report showed that the net margins for community colleges in the upper
quartile equaled 7 pércent, the medium group equaled 3.5 percent, and the lower quartile
equaled 1.6 percent (p. 205). By comparison, Tablé 15 showed that for fiscal year 1996-
97, on average the operating results ofthe small rt'lrzw;l community colleges was 0.7
percent, medium rural community colleges was 1.0 percent, and large rural community
colleges was 1.1 percent, all well below the lower quartile for the community college
industry nationwide. A logical conclusion is that rural community colleges have
experienced ongoing financial pressure and possess a more limited ability to meet the | :
infrastructure challenges of a high-tech economy. Interestingly, during this périod of
economic prosperity, the US Bureau of the Census in its 1998 Statistical Abstract of the
United States indicated that a 1997 survey of all states showed the lowest investment
grade rating given by Standard and Poor’s Investment Services was “A-.” In comparison,
most public rural community colleges would likely have a credit rating below investment
grade because of their weak financial position and higher risk factor. |

Together these national reports feinforce the data presented in this study which
show that rural community colleges approach the new century in a weak financial position.

These data also show that the direction of fhe financial capacity of rural community
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colleges is not positive, and is in fact weaker relative to the position of community

colleges nationally, and higher education as an industry. Despite the reinarkaBle growth

- and transformation of the American economy in recent years, reduced state support

continues to create financial problems at rural community colleges. As Breneman (1993)

has pointed out, this problem is faced by all sectors of American higher education. For
rural community coﬁeges, the lack of sufficient institutional capacity can be regarded as a
fact of life rather than a passing .inconvenience. This negative financial position threatens
the viability of rural community colleges to maintain academic and cuniculaf currency in
terms. of purchasing the lgtest technology needed to keep their programs and graduates
competitive in a global market.

| In addressing the economic development challenge, The Commission for
Education Quality commented in 1994 that community colleges have a particularly
prominént role in training aﬁd retraining workers for jobs in new industries. “The growing
succéss of 'apprenticeship programs means that two-year colleges will be even more
important partners.wit‘h businesses and schools in technical job training” (p. 23).
Assuming the American job market grows by 18.6 million persons between 1996 énd
2006, as predicted in a 1998 study by the American Association of State Colleges and
Unive-rsitiesb(AASCU), the transition from jobs requiring no postsecondary education to
those requiring a college degree can be expeéted to continue unabated. The critical point.
is higher education’s role in developing human capital wﬂl increase over the next decade
(p. 1). Rural community colleges are challenged to address new demands in educating the .

labor force with a weaker financial base than the previdus decade, increasingly tight
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institutional budgets, and, generally, a more restricted institutional capacity.

4. There was a significant percentage decrease in overall revenues per student
FTE, adjusted for inflation, between fiscal years 1992-93 and 1996-97. This has forcéd_
all community colleges to seek alternative revenue streams, and has put rural community
colleges at a disadvantage. | |
| Figure 1 shbws the percentage change in major sources of revenué supporting

publicly controlled rural community colleges and the universe of publicly controlled

community colleges between fiscal years 1992-93 and 1996-97. One important shift has

been the narrowing gap between tuition and fees and state support as the increase in
tuition has é.ttempted to oﬁ‘“set a portion of receiving smaller increases or even less state
support. Many cdmmentators have suggested that the decline in state support haé been a
motivating factor for community colleges to become active players in the workforce
training and economic development arena (Palmer, 1996; Clowes and Hawthorne, 1995;
Daugherty, 1994; and Daugherty 1998). These data support the proposition that suburban
and urban community colleges have -had a greater ability to access aiternative, non-
traditional revenue streams, such as wofkforce training, as compared to rural community
colleges. The relative inability of rural corhniunity colleges to gain significant workforce.
training coﬂtracts thus serves to increase their reliance upon both local and state
appropriatioﬁs. Unfortunately, as the ANOVA tests conclusively revealed, local
appropriations are not as widely available to small- and medium-rural community colleges.

And, as Mortenson’s analysis revealed in Chapter Two, state appropriations per student
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: Figure 1
Percentage Change in Sources of Revenue for Rural Community Colleges and All
Community Colleges for Fiscal Years 1992-93 and 1996-97 (in constant 1997 dollars)
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Source: Moﬁemon, T. G. (1998, February). C-ompetition for State Aﬁproﬁriations in
- FY1998. Postsecondary Education OPPORTUNITY. 68, p 18.
FTE adj.usted for inflation have not recovefed in any of the two recessions that fpllowed
the end of the Vietnam War in 1975;8 A further concern aboﬁt the financial condition of
rural community colleges is'that over 60 percent of E&G exf)enditures pertained directly
to labor costs. This, combined with the added burden 6f plant operations and maintenance
costs, capital expenditures, and rising demands for new technology brought on by the

unfolding electronic information age indicate the seriousness of the financial decline

*Dr. Mortenson measures states’ investment in higher education as the appropriation of state tax funds for
operating expenses of higher education per $1,000 of personal income and has revealed a steady decline in -
state support from high of $11.22 in 1979 to $7.82 in fiscal year 1999 (1998 November, p. 1).
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experienced by rural community colleges. The negative direction of their fiscal health in
recent years raises deep concern regarding their long-term financial viability without an
increase in federal and state support.

The relationship between revenue sources is complex. Certainly, small- and

" medium-sized rural community colleges are much more sensitive to the ebbs and flows in

states’ general revenue funds. This is particularly true with small- and medium-sized rural
campuses which receive only 4 percent and 8 percent, respectively, of their total operating
funding ﬁom.local taxes corppared to 13 percent at large rural campuses and 15.5 percent
aﬁ suburban and urban community collegés. The revenue patterns reflected in Tables 10
and 11 confirm that community colleges play a major role in workforce development, and
that rural commuhity colleges play a special rble for which there is no other substitute.
State policy needs to recognize this special role, as per the works of Rosenfeld (1992),
Katsinas and Miller (1998), and Killacky and Valadez (1995). As funding from the federal
government is reduced, states’ roles wﬂl likely become more important. The same.higher
costs associated with providing access in rural areas append to workforce development
programs. |
D Using. averages that comﬁare selected revenues per student FTE and

expenditures per student FTE for publicly controlled community colleges does not
represent fairly publicly controlled rural community colleges.

Table 14 shows that of the 36 ANOVA tests performed on six revenue categoriés,
17 ( 48 percent) revealed a significant difference existed among the.rﬁeans indicating

certain revenues per FTE were not statistically equal. Table 11, on page 121 above,
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indicated that, together, state appropriations per FTE, local appropriations per FTE, and
tuition and fees per FTE totaled approximately 70 percent of the total revenues received
by both publicly controlled rural community colleges and the universe of publicly
controlled community colleges. Of the 18 ANOVA tests performed on these three
sources of revenue, rlearly 75 percent reported a significant difference existed among the
means, indicating they were not statisticallly equal. Of the lé ANOVA tests performed on
 the three expenditure calegofies tested -- E&G expenditures per FTE, auxiliary enterprises
expenditures per FTE, and E&G expenditures per FTE-employee cornpensation, 14, 0or 78
percent, showed that the means were not statistically equal. All in all, the Sigrliﬁéant
statistical differences reflected by the outcomes of the ANOVA tests indicated that osing
averages to report and/or compare the selectecl revenues and expenditures per student
FTE for publicly controlled community colleges does not represent fairly publicly

controlled rural community colleges.

Conclusions

1. The financial iﬁstitu_tional capacities of all types of publicly controlled rural
community colleges are significantly different and more negative compared to the
universe of publicly controlled commlmity colleges. o

The major conclusion of this study is that institutional capacity of eaeh type of
publicly controlled rural community college is sigrliﬁcantly different than the universe of all
publicly controlled community colleges, whic'h includes urban and suburban community

colleges. This study found that small-, medium-, and large-sized public rural community
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colleges had revenue and expenditure patterns significantly different from the averages of
all publicly contrelled community colleges. Given the smaller average budget size, the
general leick of unrestricted funds, and the inability to access non-traditional revenue
streams when compared to their suburban and urban community college counterpafts, itis
clear that these institutions are severely challenged. They are challenged to provide access
to serve both tréditional aged students and the lifelong learning needs of older adults. And
they are challenged to meet the ever-inereasing dependency on higher education to meet
‘or generate the economic growth and development expectations of state policy-makers.
That rural community colleges would see their state appropriations per student FTE |
decline, adjusted for inflation, during five of the best years of economic performance by
tile American economy at eny time since World War II, bodes ill for the future,
particulafly if economic prosperity should turn sour, as someday it likely will. Further,
these institutions wﬂl be placed at risk by states thatvchoose' during times of strong state
budgets, as is the current situation, tq give away their budget surpluses in‘the form of tax
cuts or ther spending priorities while leaving the sefiously Weakened operating budge;t
situation of their rural community colleges unaddressed. |

2. While many states desire community colleges to be active players in their
workforce development and economic development initiatives, the financial capacity of
the rural community colleges suggests a much more limited role will be played. This
particular chéller_tge i.e severe for the small- and medium-sized rural community college
because of their lack of access to alternative revenue streams.

Following the economic disruption of the early 1980s, and With the accelerating
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demands of the information age coinciding with the rise of the personal computer
revolution of the 1990s, the workforce training provided by community colleges has
helped America transition from low-skilled manufacturiﬁg jobs to more technical
manufacturing skills and service industries (Katsinas and Lacey, 1989; Katsinas, 1994a;
Katsinas, 1994b; Baker and et al., 1994). Iftechnological changes accelerate in coming
* years, the ability of rural America to remain competitive in an electronic information age -
may rest upon the institutional capacity of its community colleges. This is particularly true
for the rural areas served by small- and medium-sized rural community colleges, which
represent the preponderance of institutions in the most severely economically depressed
regions of this nation -- Appalachia, the lower Mississippi Valley, the south Texas border,
the Four Corners region of the soutl;west, and the High Plains served by Tribal Colleges.
State and federal policy-makers, to the fullest extent possible, should develop policies aﬁd
implement programs to assure that this does not occur.

It is evident from the study’s data that the financial health of r_ufal community
colleges has become the end rather than the means for gchieving workforce training and
. economic development efforts of rural communities. .The fact that rural community
colleges have been underfunded and tied to the swings of state budget cycles provides
added problems for their already insufficient u;)restricted funds. Even though the
financing of community colleges works this way, it does not neeessarily reflect poerly on
the legislative process or politicians and other leaders, Who have operated ethically and
with the best intentions. Instead, the need is to develop and achieve a cooperative

approach to funding community colleges, particularly rural community colleges. This
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means an extensive approach where conditions recognize partnerships thrbugh serving the
needs of students and rural communities while limiting the threat of funding decisions
based upon myths and inadequate financial information.

3. Using the Katsinas and Lacey classification scheme for rural community
colleges showed that significant differences exist among and between the ﬁnancial
capacity of publicly-&ontrolled community colleges based upon geography.

In analyzing IPEDS data using financial data adjilsted for inflation, and through
ANOVA testing, significant statistical differences were revealed in the existing per student
FTE revenue and expenditure patterns between rura1 community colleges compared to the
universe of all publicly controlled cbmmunity colleges in the United States. This study
further found that significant statistical differences existed in the fevenue and expenditure _
patterns among and between publicly éontrolled small-sized, medium-sized, and large-
sized rural community collegeé. The analysis in Chapter Four and the ﬁnéiings above -
support the proposition that, in the past five years, funding schemes to deliver federal and |
state aid were inadequate and did not provide even a modest increase in in\;e'stment.
Additionally, other revenue streams, most notably local appropriations and tuition and
fees, ;:ould not ameliorate the extant inequalities in total per student FTE revenues. This-
quite naturally meant lower per student FTE expenditures, and over time, would indicate
that rurai community colleges are less well positioned to provide needed services. ThlS
would suggest that states, and the federal government as well, should reexamine their role
in assuring equality of postsecondary educational opportunity as related to rural America.

The relatively minuscule positive movement in the net operating budgets since
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1992-93 should not be allowed to justify the acceptancel of false economies. The Katsinas
and Lacey (in press) classification sy§tem cleérly captures the advantage of the moment by
offering an identifiable way to reshape decision-making for rural community colleges and
increase the equity and efficiency of federal and state investments and funding decisions to
support public community colleges.

The late Howard R. Bowen wrote in 1980 about the revenue and cost behaviors of
colleges and universities, and proposed a “revenue theory of cost” as a reasonable
explanation to account for the rising costs in higher education. He observed that
institutions would raise as much revenue as possible to support their valued services. In
doing so, the only hmlt on institutional costs was the amount of revenue available and the
constraint of having a balanced budget. Moreover, the theory seems to explain the
financial dimensions and pressures that are being experienced today by the public sector of
| higher education. To illustrate, Table 10 indicated that state apprépr_iations per student
FTE for publicly controlled community colleges'either declined sharply or showed a vgéry
modest growth between the fiscal years 1992-93 and 1996-97. Lower state
appropriétions has been a- key constraint with available revenues, which has caused
financial stress and forced institutions to raise their tuition and fees and justify seeking new
lines of revenue.

Honeyman, Williamson, and Wattenbarger (1991) surveyed the State Higher
Education Executive Officers (SHEEO) to learn more about the ﬁnanciai problems facing
community colleges. They found that the most frequently cited problems by the

respondents included underfunding, inadequate faculty salaries, and limited state
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resources. Additionaﬁy, their survey noited new issues on the horizon causing financial
concerns including capital outlays and renovation needs, funds for minority student
support, and an inadequate property and sales tax base to support operating cos;ts.
Interestingly, they reported that “no respondeﬁt indicated they were experiencing
enrollment problems” (p. 41).

In addifion, the result of seeing no sigm'ﬁcant statistical differences in at least some
of the AN! OVA tests performed in Chapter Four among the small-, medium-, large-sized
publicly contrélled rural community colleges and the universes of public community
colleges might falsely set some policy analysts at ease. That is, the assumed interpretation
in those particular cases where there was no significant difference suggests that when the
universe of community colleges is lumped together and reported under one classification,
as reported today, there also are no sigﬁﬁcant differences in the financial patterns of
revenues and expenditures at rural, urban, and suburban community coﬂeges. However,
this study’s findings clearly revealed significant statistical differences existed among and
between the revenue and expenditure patterns per student FTE based upon the different
rural classifications of community colleges. This study provided conclusive statistical
evidence that reporﬁng financial results lumped under one classification is inadequate and
misléading. From a public policy standpoint, the long-term and overused dependency on
one classification for all community colleges has likely led policy-makers to reach
inaccurate conclusions and make ﬁonest faulty decisions about inherent institutional
capécities and financial needs.

" Again, the late Howard Bowen often cited the “revenue theory of cost” as the
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reaéon for the rising cost of higher education. In other words, his belief was that the only
constraints on costs were the amount of r.evenue and the need for fiscal management and a
balanced budget. Applying his theory to today’s financial events at rural community
colleges suggests that under constant cost pressures, short-run revenue declines in such
line items as state and local appropriations will result in rising financial stress. With total
E&G costs residing above 90 percent of total curreﬁt fund costs and the financial position
of rural institutions further complicated by having employee Compensation represent
nearly 60 percent of total E&G costs, it is clear that the nation’s rural community colleges
have had very limited flexibility and few discretionary dollars. Rubin and Autry (1998)
commented that “all rural community colleges have the potential to be catalysts for-
economic renewal . . . but most states do not fund their community colleges to play this
role” (p. 1). The plain and simple truth is if states desire healthy rural communities theq ‘
they need to maintain the institutional capacity and financial viability of rural community
colleges. This is particularly true if they are to piay a leading role in retaining and
recruiting industries that increasiﬁgly rely upon techﬁcéﬂy wgll-trained workers (Katsinas
and Miller, 1998). .

Table 15 shows the premium placed ona given community’s reinvestment
programs. With minimum risk, it could be estimated that a rural comrﬁunity college’s
resources would likely incr_ease in proportion to a local community’s enrichment as well as
investment over time. In an earlier era, during the 1920s and 1930s, rural municipalities
funded their junior colleges based to a good extent on their ability to tax nearby extractive

raw materials. Seven municipal junior colleges sprung up as extensions of high schools in



the 1920s, for example, in Minnesota’s Iron Range (Koos, 1924). However, the analysis
reflected in Figure 1 revealed a much lower if not disappointing return to rural community
colleges, as measured by local tax appropriations. It is highly likely that the capacity of
poor counties in regions such as Appalachia simply do not possess the ability to tax
themselves; put differently, even if local property taxes are raised significantly in the
poorer regions of rural America, little in the way of total revenue would be generated.
This underscores the gap between appearance and reality, and raises deep concern over
the continued use of a single classification to iump community colleges when states

measure and evaluate the revenue and expenditure patterns and behaviors of their rural

" community colleges. Cohen and Brawer (1996) argue that size is the major difference

among aﬁd between community colleges. This study builds upon that notion, and
suﬁports the proposition that geography is important as well. U_nfortunately, the |
application of present methods used to identify and measure performaﬁce criteria of rural
community colleges. all too often have misled or skewed the leverage exercised by political
officials and business leaders alike to use these institutions in the most effective manner to

provide access and economic development.

Recommendations for Policy with a Special Emphasis on the States

1. Geography matters. Recognize highér per student FT E costs at- rural
communi& colleges as a matter of state policy.

The bulk of funding that rural community colleges receive comes from state

appropriations. States with small-sized and medium-sized rural community colleges
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should implement policies thth provide higher per student FTE allocations to these
institutions to assist community colleges in meeting the higher costs associated with simply
opéning the doors. The smaller the institution, the more it will lack the ability to spread or |
allocate costs and investments to effectuate econonﬁes of scéle. The more disadvantéged
the population that the college happens to serve, the more resourc,es will be required to
“reach out” to serve that population. They should recognize the Mgﬁer costs of operating |
rural community colleges and the lower unrestricted funds budgets of these institutions
which translate into lower total funding for new programs and initiatives in their funding
policies. State policies should specifically recognize the need for rural community colleges
to have the capacity to deliver today’s high techhology training in their funding
mechanisms. Put differently, the states, which created systems of qommunity colleges to |
extend geographic access to the. general citizenry in the 1950s and 1960s, now. should
focus attention on improving the relative equality of programmatic access, and they should
pay for it.

2. Poverty matters. Recognize the need .to equalize property taxes across all
regibns of the state as a maﬁer of state policy.

The governments of the states have a particularly important role to play in assuring
equity of opportunity. Rural community coileges that have lower access to healfhy local
taxing capacities are particularly challenged. All rural community colleges are challenged
to keep their tuition énd fees as low as possible, given the decline in the purchasing power
of federal need-based student aid since 1980, and the higher non-tuition and fees related

costs (particularly transportation costs) pertaining to attending postsecondary institutions
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in rural regions of America. It is recommended that community colleges receive a portion
of their funding from loc-:al property taxes. It is encouraged that states enact an
equalization plan that will make pf,ovisiohs in state funding for inequitable amounts of
loc;al tax revenue per student. In order for this provision to be equitable, consideration
must be given to the cost of programs, local taxing efforts, and tuition assessment efforts.
This measure would allow for rural-instit'utio_ns to meet minimal tuition and fee thresholds,
and is simply a matter of equity and fairness.

3. Size matters. State investment in public higher education should recognize the

higher costs associated with providing expensive “high tech” academic programs at their

rural community colleges.

In 1991, Halstead commented that no factor is more important to education costs
than enrollment size and the economies attributable td an institution’s operating scale.
Halstead wrote, “large colleges and universities are simply less expensive to operate than ‘
smaller ones” (pp. 84-5). “Fixed” costs provide a certain base level of expenditmes which
generally move in ranges of student enrollments, éﬂovﬁng for instruction to be more cost
efficient with optin_lal class sizes. Although rural colleges, and for that matter, small rural
universities provide great advantages to communities, most notably the extension of
geographic access to areas of limited populations, Halstead suggested the costs at small
colleges with fewer than 2,500 students may be 50 percent higher than large institutions,
simply because of size (p. 85). The data analyzed in this study reflected in Table 12
strongly support Halstead’s assertion, made also by Bowen (1981) and Katsinas (1996),

indicating that for fiscal year 1996-97, total E&G expenditures per FTE at small rural
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campuses equaled $9,755 compared to medium-and large-sized rural community colleges

of $8,552 and $7,821, respectively, and the universe of publicly controlled community

- colleges, $7,682. Katsinas (1996) also argued that while community colleges share a

commitment to open access, comprehensiveness, and responsiveness to local needs, they
are a diverse group of institutions. This diversity is reflected in geography, demography,
governance, and institutional size.

States’ underfunding for public community colleges has not kept pace with their
growth and development, and has limited their ability to ameliorate the effects of high
tuition. Coherent and comprehensive state funding policies that include tuition policy are
needed that reco@e size while det_ermining the operating support of rural community
colleges. In doing so, state funding formulas must be altered to recognize that
institutional size directly impacts the nature of how economies of scale work. The funding
mechanism must be deliberate and wisély devised with measures taken to abolish
inefficiencies and the ﬁnancial stress that have been placed upon rural iﬂstitutions,
e’spécially as related tobperating high cost, high wage producing academic programs.

4. Economies of scale matter. States should fund base operations of their rural

community colleges before using student FTE formula funding.

State funding policies should eliminate the disparity in rural community college
enrollment costs. State policies must provide additional resources for rural community

colleges by allotting a foundation level, in addition to the operating funds distributed

typically by.student FTE formula. Other reasonable alternatives for providing necessary

levels of funding might include developing categorical or block grant funding or seek
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further modifications to funding formulas so that state appropriations are allocated on a
basis of acltual costs for providing the services of approved programs, both credit and non-
credit. This is justified because of the significantly higher unit cost per FTE at rural
community colleges found in this study.

5. Tuition matters: State policy should be to keep tuition low at rural community
college;‘.

In recent years, the unpredictable nature of tuition increases undoubtedly has been
disconcerting to students and-their parents. The variations in tuition patterns has been
made worse by the absence of any clearly stated public policies. It is recommended that
sensible and predictable policies be developed so that students and parents can better
estiméte the financial impact, and plan for ways to meet those expenses.

Specifically, states’ tuition policy for rural community colleges should be'kept low
and from becoming a financial barrier that prevents low-income people from furthering
their education. State ti;ition policies should not be pegged to the maximum Federal Pell
Grant as was argued by Breneman and Nelson (198 1)‘ nearly two decades ago in their
Brookings Institution book, Financing Community Colleges: An Economic Perspectivé.
Their point -- that equity for disadvantaged students would be pr(;vided.by ever-expanding
federal student aid no longer requiring states to provide low or no tuition -- has been made
moot by 20 years of experience.

A Well-knowﬁ fact is that students who attend community colleges have the lowest
income profiles, and simply do not have the means to fully afford the total debt burden of

a postsecondary education. Additionally, students attending rural community colleges will
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generally pay higher out of pocket expenses or non-academic costs than their counterparts
attending urban and suburban institutions. These higher costs specifically include daily
transportation expenses as well as daycare expenditures. For these reasons, it is
recommended that state supported rural community colleges be adequately funded so
- open access can be maintained while tuition and fees remain low, so that student aid can
cover the higher non-tuition related e);penses associated with attendance at a rural

community college. -

Recommendations for Further Study

1. The federai government should play its historical rolé of ameliorating
. disparities/inequities, as they have done with executive orders to help historically black
colleges and universities.‘

The federal government, whose initial involvement in the 19605 New Frontier and
Great Society programs was spurred by cdncel;ns ;)f promoting equity and fairness, should
specifically consider rural dispersion policies that would provide special points on funded
grant activities for instituti_ons thét serve low density areas of the nation or, alternatively,
counties of the nation with extremely high poverty r;ltes. Such dispersion policies could
be added via regulatory changes or by statufe as a matter of course in grant programs
funded by federal agencies including the National Endowments for the Arts and
Humanities, various U.S. Department of Education grant competition programs (Title III
Strengthening Developing Institutions, TRIO, International Education, Libraries, and

FIPSE), as well as in competitive grant programs delivered by the Departments of Labor,
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Health and Human Services, Commerce, and Agriculture. The time has come for federal
and state policy-makers to actually recognize in policy what they know to be true
anecdotally and now, empirically.

2. Further studies of institutional capacity and financial pésitiOn

It is recommended that future research concerning institutional capacity and the
financial positions of public and private commum;ty colleges be conducted through the use
of the Katsinas and Lacey (in press) classification system for community colleges.

Community colleges are under pressure from governors and legislators to heighten their

missions in community involvement since they are seen as cogs in state economies.

However, there is a significant lack of fundamental ‘knowledge about the use of financial
information and decision making at the local, staté, and ﬁational levels concerning
financing of community colleges. For example, the data from this study revealed the tight .
allotment of state budget support for higher education combined with the expansion of
postsecondary missions have produced a weaker financial position for community |
colleges. Meanwhjl_e, the state and federal economié programs that helped revive and got
the nation’s economy moving' again have yet to bring the same consequential relief to |
public higher education and, in particular, rural community colleges.

For these reasons, this is an opportunity to draw upon and coordinate efforts using
many diﬂ?érent resources that would provide .a breadth of services needed for such a
comprehensive review. The leadership of such a review process muét be administered
through the SHEEOs, and allowance given for its execution and direction using the

States’ Higher Education Financial Officers (SHEFO). This framework would provide for
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cognizant links to various levels of direct and indirect involvement of importalnt
stakeholders such as governors, legislators, trustees, college ﬁresidents, and other
influential decision-makers.

Iﬁ additio'n, financial support for this initiative is encouraged to come from both -
state and federal agencies who,.ultimately, would provide a supporting role in the
project’s coordination. The establishment of such researcﬁ raises a number of trade-offs.
For example, the direction of funding reform for rural community colleges could result in
additional programmatic components that would need to be coordinated at local, state,
and federal levels. In fact, such prdposals that emerge would need to be “certified” by
postsecondary providers as well as establishing a means to monitor the process and ensure
high quality services are delivered. Other organizations that may show an interest in
funding such a project include non-profit groups such as the National Center for Public
Po\licy and Higher Education or the Axnericgn Association of Community Colleges, and
private fdundations such as Kellogg and Lilly who have supported many important
a§enues for advancing the efforts of higher education, and Ford with its generous grants
for rural community college initiatives.

* 3. Further s_tudies. of plant funding and facilities maintenance

It is recommended that future research be performed in areas of plant funding and
facilities’ maintenance. Ffrsi, Table 12 on page 122 showed expenditures for plant
operations had declined between fiscal years 1992-93 aﬁd 1996-97. Generally, decreased
spending in this area is generally caused by a gap between available resources or savings

and investment due to the lack of institutional capacity to meet all needs. The tendency is
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for substituting or deferring maintenance practices as a way to balance the budget.
Second, a significant number of community éoﬂeges were developed and built during the
late 1950s and 1960s as part of higher education’s move to become a mass system.
Nationally, this means that a majority of the community college plants and facilities will
require major repairs and renovation near the same time period. This association indicates
a large potential for a strong increase in higher education capital expenditures which
would have a significant effect on state and local and federal budgets. Third, a weak
capacity and less favorable conditions for investment exposes rural cdrnmum'ty colleges to
declining productivity of rural campuses.

Until recently, public higher education has relied largely upon state budgets to

provide the necessary funding for capital projects and renovations. After the 1991-92

recession, states suffered from budget deficits and stmggied with high int_erest rates and
sluggish private investments. For_ these reasons many state(lawmﬂakers modified funding
formulas for capital expenditures. That is, many states moved to requiring campuses to
pro&ide matching funds or receive lower subsidies as a manner for sharing in the éost,
slowing capital outlays, and/or making. choices. Matching funds come from existing
internal reserves or from the financial markets, which places rur;al campuses at a widening
disadvantage for two reasons. First, rural community colleges do not have adequate cash
reserves on hand to fund even small matching portions of capital projects. Second, even
though financial markets and institutions have funneled substantial funds to the higher
education industry, most rural community colleges cannot afford the overwhelming burden

of servicing debt. In effect, today’s cuts are leaving rural institutions squeezed for money
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in the future. Instead, it is urged that today’s state budget surpluses be used to underwrite
and resolve this imbalance and provide the étrong capacity for achieving appropriate
reinvestment in plants and facilities maintenance.

Coupled to this study should be a survey of the technological infrastructures and
needs of rural community colleges. Both state and federal technological grants should be '
formulated oﬁ a competitive basis ensuring that rural campuses determine innovative ways
to using technology fqr i_mproving access and produ-ctivity while restructuring acad_emic |
work. Improvements in technology practices will induce a vast majority of rﬁral campuses
to revamp their cost structures and gain efficiencies while sérving their clientgle.

The primary responsibility for this study must come from the SHEEOs with
implementation by the SHEFOs. Those interested in the results would include governors,
legislators, trusteés, college presidents, and business and community leaders. Funding for
the study should come from a mix of state and federal resources and private institutes such
as the Rockefeller and Sloan Foundation and other interested non-profit groups.

4. Further studies by state and geographical regions

It is recommended that future research using the Katsinas and Lacey (in press)
topology for community colleges be conducted on a state and regional basis. Such stgdies
will assist local communitfleaders and state and federal officials to be better informed and
understand the appropﬁate needs and requirements for keeping community colleges
financially viable. These studies will illustrate that the right mix of states policies that can
posifively affect the composition of access and scope of quality. The outcomes of such

studies will begin to reduce the existing gap between limited unrestricted operating funds

181

202



and investment in the multiple missions of rural community colle_ges.

Past studies by Bowen (1980) and Cohen and Brawer (1996) have reported that
size and type of postsecondary institution have affected cost behaviors. This study
provided empirical evi(_ience that geographical setting is another important dimension. A
practical consideration froml such a study is that additional comparative information on
different educational systems would reveal more evidence about their performance and
‘their overall financial health. The higher level of knowledge about the composition of
community colleges provides a higher opportunity for more informed decisions, s’ounder
policies, and other favorable conditions to be coupled with the nation’s system of
community colleges.

‘In addition, Breneman (1993) stated “an‘ essential function that the federal
government provides for higher education is to collect and make availablé statistical
information on institutions and students for research and policy purposes” (p. 23). .
However, it is increasingly important to use the infofmation available to investigate
comxﬁunity colleges state by state and assess the impact and consequence of state and
local tax capécities and policies toward provision of equitable funding of higher education.
It is recommended -that studies such as thesé be pursued to allow for additional
understanding of the financing patterns for all community colleges - rural, suburban, and
urban.

- These studies should be conducted by the researchers who must share their
findings with local, state and federal agencies, and SHEEOs. The sharing.of data will

allow for reaction periods prior to the setting of new policies or alterations to existing
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policies. Because of the importance and strong likelihood for policy implications, funding
for these research projects should come from both public and private sources such as the
Department of Education or the Education Commission of the States, and private non-
profit groups.

5. Further studies of program investment and economic development

One of the original hopes of t—he researcher was to identify indicators which could
be used to evaluate how effective community colleges are in economic development
through the responsibilities of pr(;viding workforce development, training, and planning
labor market demand. It was not possible to draw any real conclusions within the confines
of the data under study. Further study using a cost/benefits analysis performed by
examining revenue generated by specific programs, the éost to produce the programs, and
the return on the investment to the commﬁnity and the community college are needed.

State officials are paying closer attention to their investment in education. They
are beginning to recognize the tie between higher earnings and educational attainment, and
seeing the need fo support a system of lifelong learning. Additionally, the _beneﬁts offered
by such research efforts would be widespread and provide greater enhancement to existing
investment conditions. These studies should be condﬁcted by independent researchers
with input and data sharing from state, local, and federal agencies. Funding for such
research efforts should come from both public and private sources as both are benefactors.

6. Further studies of non-traditional sources of revenue |

It is recommended that additional studies be performed on non-traditional sources

of revenue. The financing patterns of higher education are in transition. No longer can
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publicly controlled community colleges afford to rely as heavily upon traditional sources
of revenue such as state and local appropriations. Non-traditional revenue sources have
actively attracted community college leaders, as.truste'es, presidents, and administrators

search for new alternatives to balance institutional budgets.

In addition, many policy-makers believe that cost shifts made to state budgets such
as reducing direct support for public higher education operations and replacing support
through workforce development programs on college campuses were budget neutral. ‘The
fact is redireéting primary support dollars served only to briefly disguise additional erosion -
and sustained weaker institutional capacities while lessening access and reducing
productivity on rural lcampuses. Further study should help in identifying the “real” cost
behaviors of generating these nontraditional funds despite their 0riginatiﬁg source.

Accordingly, such a research would determine ways to better control declines or cost

‘overruns in new lines of service and preventing revenue shortfalls or related declines to

income.

This project should be conducted by researchers who can share tﬁeir findings with
SHEEOs and' other interested state and local agencies, Department of Education, college
presidents and administrators, trustees, aﬁd community leaders. Funding for this projeét
should come from state and federal agencies and/or private foundations.

7. Consider further refinements in the Katsinas and Lacey classification scheme.

The Katsinas and Lacey classification scheme is based upon two principles. First is

. the geographical location of the community college. . Institutions located within the 100

largest metropolitan areas are considered urban or suburban. Institutions lying outside of
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these regions are considered rural. Second, institutions are broken down into categories
of small, medium, and large based upon enrollment or headcount. This study used the
Katsinas and Lacey classification scheme for determining small-, medium-, and large-sized
rural institutions, which was based upon student headcount. To compare institutions
using IPEDS, this study used the FTE multiplier developed By Department of Education
as a measure of revenues and expend-itures‘ per student unit. The quandary is a rural |
community college may move from medium-sized by the Katsinas and Lacey classification |

scheme which is by headcount to small-sized based on FTE. Further study is needed for

* determining whether FTE rather than headcount is a better measurement for distinguishing

between small-, medium-, and large-sized rural community colleges.

8. The Department of Education should make the IPEDS data base more user-
friendZy. |

It is recommended that NCES make the IPEDS data base more uSer-friendly. An
essential function for federal and state agencies is toA collect and make available
demographic, financial, student, faculty, and other statistical information abouf institutions
for purposes of research; benchmarking, and policy-making. However, there are
incbnsistencies in downloading IPEDS data from the Internet. The merging of IPEDS
data obtained from separate modules is- difficult, particularly if those data are from
different years, as was the case in this study.

Currently, NCES has requested advice from postsecondary institutions on how to
make [PEDS information more useful in their gathering of appropriate informatioﬁ. This

process would likely increase its use and support research efforts since more informed
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policy decisions clearly depend on the steady flow of high quality information. The
centerpiece for funding such research should come from federal resources. NCES should
cdnvene a special group of community college researchers for an invitational conference
on this specific topic.

9. Other statistical tools

It is recommended that other statistical tools be used to support additional findings
on the impact of policy decisions on all community colleges their behaviors. Such
statistical techniques might include regression analyses of revenue and expenditure types
and noting differences and relationships between the different community colleges.
Another statistical technique that would provide additional insight to the weakness or
strength of existing relationships betwéen items of revenue and expenditures is correlation
analysis. The use of additional statistical techniques would help in clarifying information
or events by sorting out géneralizations and related inferences often made about
community colleges - rural, suburban, and urban. A majority of the support for such

research projects should come from non-profit groups.

Concluding Remarks

This study has resulted in the creation of the very first comprehensive data base
that covers the revenues and expenditﬁes of publicly controlled. rural community célleges
using the community college classification system developed By Katsinas and Lacey (in
press). The information from this study and its data bése may help to inform policy-

makers, on local, state, and national levels, regarding the financial status of rural
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community colleges, thereby supporting the formulat‘ion and evaluation of national and -
state higﬁer education policies. However, the data base is not perfect. It does not assess .
the stage a rural community college is at in terms of a more qualitative or indirect nature.
In other words, the data base does not look at other variables such as programs offered by
rural community colleges or certificates and diplomas granted by these campuses, which
offers a thorough understanding of their mission and purpose.

The comparative analysis that has been provided in this study offers a number of

'irnportant and new insights in the institutional capacity and financial position of rural

community colleges. The next logical step would be the design and testing of the possible
theories that can provide in-depth explanations of the differences in ixigher education
expenditures that were found in this study.

In tackling the challenge of this kind by starting from the common-sense
proposition that for effective and efficient investment decision making--over-investment or
under-investment--both market and non-market conditions depend mainly on the
availability of good iﬁformation. Without good information it is impossible to make

effective investment decisions about the content or the quality except by chance. It is

. apparent that based on the present financial condition there appear to be at least four

alternatives available to rural community colleges, other factors remaining conétant, that
can be characterized as reactive and adaptive. One strategy would be to do the same with
less. This is a short-term approach where institutions attempt to perform and provide the
same amount of service but with less funding. Over time, the scope and quality of their

services begin to diminish unless steps are taken to reduce enrollment or budget cuts are
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initiated. A second option is to do more with less. Again, this is a short-term response
since productivity and efficiency have legitimate capacities and increased resources are
needed to meet demand and direct and indirect costs. The approach allows for increases
in enrollment along with other activities while having flat or reduced funding from
traditional sources. Ultimately, this strategy positions an institution for divestiture of
excessive and unprofitable programs and attracts changes in infrastructure and missions.
A third option is to do less with less. This option is more long-term since it requires an
organization to make tough decisions and.sharpen its mission by stratégically “rightsizing”
with minimal effect on quality. The drawbacks are that enrQHment is reduced and access
and choice to those students who may not have another opportunity to obtain a college.
education is limited. Finally, a fourth altgmative is to do more with more. This strategy

allows for long-term thinking and granting of adequate funding for institutions to retool

and reshape their missions and become more responsive to demands of employers and the

public. The approach supportsl increasing mission responsibilities in areas of education,
public service, and research for both two-year and four-year public campuses. In
particular, public community colleges would have ample opportunity to invest in costly

specialization programs for meeting the demands of employers and promoting their

involvement in community revitalization projects and economic development programs.

The present system of financing public higher education is complex. The eqliation
includes financing from federal, state, and local taxes; endowment income, gifts from
individuals, foundations, and corporations; tuitions from earnings of students spouses,

parents, relatives; receipts from sale of products; and various forms of loans to institutions
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and students. Even today the nation continues to struggle in a great debate about the
future of higher education, especially what higher educafion is contribﬁting to American_
society and whether the results are worth the cost. For example, in 1_959, at the 37th
annual meeting of the Associ;tion of Governing Boards of State Universities and Allied
Institutions, Dr. Novice G. Fawcett, President, Ohio State University, in his speech
entitle& “Are We Spending Enough for Higher Education” stated:
~ One might also point to the magnificent highways in which the 48 sfates of

our affluent society in 1957 invésted $35.79 per capita in contrast to the

state institutions of higher learning in which they invested $11.76. Let me

say at this point that no one in education questions the sociﬁl Or €economic

importance of good highways, but mény are recalling with some uneasiness

the warning of Alfred North Whitehead: ‘The nation which does not value

trained intelﬁgence is doomed.” And it is prolonged under-investment in

our higﬁ roads to trained intelligence which has led to their acute need for

increased financial support today. My optimism, then, is based on

_enlightened public opinion and a serious public consciousness of our

fundamental problems. (pp. 38-9)

The U.S. Bureau of the Census finance report of 1994 expenditures showe(i state
and local spending i)er capita totaled $349 for higher education and $277 for highways

© (1997, p. 300). From a different point of view, one could interpret that today’s economic

expansion is the best thing that has happened to economic development efforts since

interstate highways. Yet, a reasonable question that can be left open for public debate is,
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what should be the amount of spending per capita for postsecondary education?

As this study started with the thoughts and views of Howard Bowen and his
“revenue theory of costs,” so shall it end with his indictment. In summé.rizing his theory,
Bowen (1980a) wrote “each institution raises all the money it can” and “each institution
spends all it raises.” He added that “the duty of setting Hnﬁts thus falls, by default, upon
those who provide the money, mostly legislators and students and their families” (p.,26).
Bowen (1980a) concluded that “it is, of course, the political process that we usually
depend upon to work out the flow of funds to various fields according to the equi-
marginal principle” (p. 21). Finally, this study supports the notion of how critically

valuable it is to have accurate data for making sound policy decisions.
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APPENDIX - ANOVA Trials
Introduction

The ANOVA single factor statistical method was used in this etudy since it is
capable of testing a hypothesis about several means. The ANOVA technique tests the
_hypothesis against the population means to determine whether the population means are
statistically equal w1th1n a predetermined level of conﬁdeiice. While testing the
populations’ means, ANOVA calculates the amount of difference among the mean values
to determine the amount of variability. In doing so, a p-value is calculated and provides a.
basis for acceptmg or rejecting the hypothesis that the means are statistically equal. That
is, the calculated p-value is compared to a predetermined confidence level or alpha. If the
p-value is greater than alpha, the hypothesis that all means are statistically equal is “
accepted. If the p-value is less than alpha, the hypothesis is rejected since at least one of
 the means is not statistically equal. ')'

It is helpful to understand what is rrieant by the AN OVA test result of “significant
difference” or “no significant difference.” For example, assume the ANOVA was utilized -
) asi:ertain whether the mean of instructioii costs perlstudent FTE for Midwest public
universities and the mean of instruction eosts per student FTE for the universe of publicly
controlled universities were statistically equal within a predetermined alpha level. The
alpha would be set to .05, a commo-n setting, indicating that a reciprecal level of
confidence was 95 percent. ANOVA would then determine the ammint of variability

between the means of the different instruction costs per student FTE, by calculating a p-

value to provide a basis for making a decision whether to accept or reJect the hypothesis
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tﬁat the>means are statistically equal. Thgt is, if the ANOVA trial calculated p-value
qualed .15, it would be greater than the alpha of .05, indiéatihg no significant statistical
difference within the level of confidence between the means of instruction costs i)er
student FTE at publicly contrélled universities. Therefore, the hypothesis would be
accepted ’that' the means of instructional costs per student FTE are statistically equal. On
the other hand, if the calculated p-value is less than the .05 alpha, then at least one of the
means of instructional costs per student FTE is significantly diﬁ’érent and falls outside the
predetermined level of confidence. In this case, the hypothesis that the means are
statistically equal would be rejected.

It is important for this analysis to note that the U.S. Department of Education’s
National Center for Education Statistics (NCES) annually reports financial data on

postsecondary institutions in its Digest of Education Statistics and The Condition of

Education. For community colleges, NCES reports financial data using the Carnegie
classification for “Associate of Arts” granting institutio-r;s._ NCES lumps the financial
results of community colleges and reports the data as ejther summations or averages.
Depending upon the report, NCES détei may be separated as nationél, state-by-state, or
publicly- and privately-controlled institutions. Simply put, neither NCES nor any other
reporting agency(s) ha$ separated the financial infor_mation of community colleges into
dimensions such as rural, urban, or suburban or small-, medium,' and lgrge-siz_ed as this
study has done employing a meaningful classification scheme for community colleges such
as that developed by Katsinas and Lacey (in press). An obvious question, then, is-whether

one classification represents fairly community colleges or obscures important differences
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between community qolleges.

From the brief example given above using instructional costs per student FTE, the
implication of rejecting the hypothesis meant a significant diﬁ’erence existed between the
averages of instructional costs per student FTE of publicly controlled Midwestern
universities and the universe of publicly- controlled universities. The inference from this
example would be that rep'orting the national average of instructional costs per student
FTE for publicly controlled universities dpes not provide a fair representation of the
instructional costs per student FTE at public Midwestern universities. Dép_ending upon
how the financial information is used, certain summations could be misleading and
inadvertently cause policy-makers, state regents, trustees, presidents, admﬁﬁstrators,
| researchers, and others users of the ﬁnancia;l data to reach erroneéus concl;xsions or make
honest faults or léss informed decision;.

For this reason, the results of applying the ANOVA statistical method to the
. revenue and expendlture varlables of publicly controlled commumty colleges are cr1t1cal to
this study. The followmg sections describe the results of the ANOVA trials performed on
the revenue and expenditure categories for publicly controlled small-, medxum-., and large-
_ sized rural community colleges and fhe universes of publicly controlled cofnmuniiy

colleges for fiscal years 1992-93 and 1996-97.

Analysis of ANOVA Trials

State Appropriations

State appropriations is the largest single source of funds available for public
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institutions of higher education and it provides for the general operating activities.
Zumeta ( 1995) pointed out that “higher educatiqn is the largest area of state funding that
is not consfituﬁonally mandated . . . as a result, it is readily cut or held to émall increases”
(p. 73). Additionally, there is a large amount of diversity acrolss statn policies m ﬁnancing
publicly controlled community coileges. For example, Table 10 shows the average state
appropriations per student FTE in fiscal year 1992-93 range‘d from a high of $5;305, or
49.2 percent of total revenue per student FTE at small rurals to a low of $2,871 or 37. 9
percent of total revenue per student FTE at large rurals. Furthermore in fiscal year 1996-
97, the amount of state appropriations per student FTE at small rurals fell by $742 or 13
percent, to $4,563 compared to mild increases in stafe appropriations per student FTE at
medium rural institutions of 3 percent and at large rurals of 9.6 percent.
" The core of state appropriations formulas are generally driven by the number of
FTEs in a state’s higher education system. Campbell, Laverty, and' Sayles (1996) pointed
out that this poses a problem for community colleges as significant portions of 4their
. missions, such as c0ntinning éducation and economic development, are not associated
‘with enrollment or credit hours (p. 175). An addifional paradigm is tne current movement
to productivity formulas, as demonstrated by several states adopting formulas that provide
nccountabﬂjty and performance measures O\/IcKede, 1996b, pp.30-1). |
The AN OVA analyses will determine if there is a least one significant statistical
difference in the averages of state appropriations per student FTE reported among tne
three rural claésiﬁcations of 'com_rnunjty colleges and the universes - fiscals year 1992-93

and 1996-97 - of publicly controlled community colleges.
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Parts I and II of Table 16 provide a summary of the ANOVA analysis performed
on state appropriations per student FTE‘for fiscal year 1992-93. Part I indicates that a
significant difference does exist among the means of small rurals of $5,595, medium rurals
of $3,937, and large rurals of $2,953 since the trial’s calculatea p-value of .000000 was
well below the predefernﬁl;éd alpha of .05. However, Part II of the ANOVA analysis
indicated no significant difference existed among the averages of state appropriations per
FTE for the different rural classifications and thé’ universe of publicl& controlled

community colleges. The calculated p-value equaled .796175 and was above the .05 alpha

factor.

As a result, the ANOVA test for Part I determined thére was a significant
difference among the means of state .appropriations per student FTE of small-, medium-,
and large-sized rural comfnunit}.' colleges m fiscal year 1992-93 and that thé means were
ﬁot statiétically equal. Part II of the AN OVA trial determined that reporting fiscal year
1992-93 state appropriations per student FTE for community c’ollege§ as a national”
average does fairly represent rural community colleges, since the means were statistically
equal. | ‘

Parts I and II of Table 17 smme the ANOVA application performed on the
means of state appropriations per student FTE for the small, medium, and large rural

classifications and the universe of publicly controlled community colleges for fiscal year

. 1996-97. Part I showed a calculated p-value of .000000 indicating that a highly. significant

difference existed among the averages of state appropriations per student FTE with small

rurals of $4,489, medium rurals of $3,955, and large rurals of $3,264. Additionally, the
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Table 16
Comparison of the Means of State Appropriations per Student FTE

for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average Variance P-value Significant
Part I ' V '
Small 88 $5,595 - $12,340,066
Medium 219 . $3,937 -$7,567,841
Large 254 - .$2,953 $1,458311 .
Result ' . .000000 YES -
Part 11 ,
Small é8 $5,595 $12,340,066
Medium 219 $3,937 $7,567,841
" Large . 254 $2,953 $1,458311
Universe 907 $4,484 $1,033,243,98
" Result | 79175 -~ NO

~

Notes: 1) All amounts have been rounded to the nearest dollar.
2) State appropriation data obtained from finance module of IPEDS data base.-
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

AN OVA analysis of rural campus and the universe of publicly controlled community
colleges with a mean of $3,352 indicated a very strong statistical difference existed as the
p-value of .000000 was well below Fhe alpha of.OS.

As a result, the ANOVA test for Part [ determined there was a significant
difference amoﬁg the means of state appropriations per student FTE of small-, medium-,
andllarge-sized rural community_. colleges in fiscal ye'ar 1996-97, and that the meéns were
* not statistically equal. Part IT of the ANOVA trial ldetermined that repérting‘ﬁscal year
1996-97 state ap?robﬁations per student FTE for community colleges as a national
average does not represent fairly rural community colleges, since the means were nof
statistically equal. |
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Table 17
Comparison of the Means of State Appropriations per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part 1
Small 98 $4,489 $9,560,275
Medium . 214 $3,955 $3,328,732
Large 257 $3,264 $2,008,511
Result ' .000000 YES
“Part 11
Small 98 $4,480  $9,560,275
Medium 214 $3,955 $3,328,732
Large 257 $3264  $2,008,511
Universe 892 $3352  $4,000,723

Result . .000000 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) State appropriation data obtained from finance module of IPEDS data base
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

Table 18 pro.vides a summary of the .AN OVA tests to determine whether
significant differences existed among the averageAst‘ate appropriations: per student FTE of
publicly controlled rural campus classifications and ﬁniverses of publicly controlled
community 'collleges between the two fiscal periods 1992-93 and 1996;97. The ANOVA
application in Part I detected a sigpiﬁcént difference among the averages of state
appropriations per student FTE as the p-value of .000000 was well below the alpha factor
of .05.

As a result, the ANOVA test in Part | shoWéd a significant diﬁ'erenée existed
among the averages of state appropriations per student FTE at publicly controlled rural

community colleges when comparing fiscal years 1992-93 and 1996-97 and that the means
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Table 18
Comparison of the Means of State Appropriations per Student FTE

for Fiscal Years 1992-93 to 1996-97
(adjusted for inflation, constant 1997 dollars)

Groups - Colleges Average = Variance P-value Significant
part — _
Small 88 | 55,59 $12,340,066
Medium - 219 $3,937  $7,567,841
Large . 254 $2953  $1,458311
Small | 98 $4489  $9,560275
Medium 214° $3,955 $3,328,732
Large 257 - $3264  $2,008,511
Result | | 000000 YES
Part1l |
" Small 88 $5596  $12,340,066
Medium 219 $3937  $7,567,841
Large 254 $2953.  $1,458311
Universe 907 - 4484 $1,033,24398
Small | B} $4489  $9,560275
Medium o214 $3,955 $3,328,732
Large : 257 $3,264 $2,008,511
Universe ‘ 892 - $3,352 $4,000,723,00
Result , 815624 NO

' Notes: 1) All amounts have been rounded to the nearest doltar. .
2) State appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

were not statistically equal. The ANOVA trial for Part II indicated that reporting a
comparisoﬁ of fiscal years 1992-93 and 1996-97 state appropriations per student FTE for
community colleges as a national average does fairly represent rural community colleges,

since the means were statistically equal. .



Local Appropriations

Local government support that is devoted to higher education has almost
exclusively for community colleges. This revenue source is typically a property tax
admirﬁstered by the community college’s local district. Generally, community colleges use
loeal 'appropriations they receive to support their operations.

As Table 10 shows, when comiaaring fiscal years 1992-93 and 1996-97, a review
of local apprQ};riations per student FTE showed that asa percentage of total resources this
category of revenue had remained fairly steady at roughly 4.3 percent for small rurals, 8.2
percent fqr medium rl'n'als,' and slightly over 13 percent for large ru;als. "Despite the
overall flatness in the percentage of local tax support between the two fiscal periods, the
amount of local appropriations per student FTE fell slightly for smail- and medium-sized

rural campuses while rising modestly at large-sized rural campuses. Small rural campuses

" experienced the largest decline in local support per student FTE from $479 in fiscal 1992-

93 to $436 in fiscal year 1996-97, a decrease of $43 per FTE or 9 percent.

Parts I and II of Table 19 provide a summary of the ANOVA teet performed on -
locai 'appropriations per student FTE for ﬁscai year 1992-93. Part I indicated that a
significant difference existed among the means of small rurals of $464, medium rurals of
$774, and large rurals of $1,020. The calculated p-value of .000714 was below the
predetermined .05 alpha factor. Additionally, Part IT of the ANOVA trial indicated that

including the average of local appropriations per student FTE for the universe of publicly

~ controlled community colleges of $1,058 showed an even stronger statistical difference

among the means of local appropriations per student FTE as the calculated p-vélue
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Table 19
Comparison of the Means of Local Appropriations per Student FTE
for Fiscal Year 1992-93 .
(adjusted for inflation, constant 1997 dollars)

Group Colleges Average Variance P-value Significant
Part1 .

Small 88 $464  $1,076,094

Medium. . S 219 $774 $1,495916-

Large : 254 $1,020 $1,588,940

Result ’ o ' .000714 YES
PartIl :

Small | ' 88 $464 $1,076,094

Medium 219 $774 $1,495916

Large 254 $1,020 $1,588,940

Universe 907 $1,058 $2,695,854

Result 000631 YES -

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Local appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department}of Education.

equaled .000631 compared to the predetermined alpha factor of .05.-

- As a result, the ANOVA test for Part I determined there was a significant
~ difference among means of local appropriations per student FTE of small-, medium-, and
la;‘ge;sized rural community colleges in fiscal year 1992-93 and that tﬁe meaﬁs were not
statistically equal. Part IT of the ANOVA trial determined that reporting fiscal year »
1992-93 local appropriations per student FTE for community colleges as a natiénal
average does not repfesent fairly rural community colleges, since the means were not
statistiqéﬂy equal. |

Parts I and II of Table 20 summarize the results of the ANOVA tests for
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| Table 20
Comparison of the Means of Local Appropriations per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part1

Small 08 $486 $1,657,887

Medium 214 $815 $1,682,726

Large 257 $1,111 $1,840,267

Result ' _.000229 YES
Part1l .

Small 98 $486 $1,657,887

Medium 214 3815 $1,682,726

Large 257 $1,111 $1,840,267

Universe 892 $1,083 $2,962,439

Result .000730 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Local appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

significant differences in average local appr(;priations per student FTE among the rural
community college campuses and the universe of publicly controlled community colleges
for fiscal year 1996-§7. In Part I, the ANOVA test generated a p-value of .000229 which
was below the prédetemﬁned alpha factor indicating that a significant difference did exist
among the means of small-, medium-, and large-sized rural campuses. Additionally, |
comparing the avérage of local appropriétions pér student FTE for the universe of publicly
controlled community colleges along with the averages of the loca.l appropriations per
student FTE for rural community colleges indicated that a signiﬁcémt difference existed
among the meahs. |

The ANOVA test for Part I determined there was a significant difference among -
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means of the local appropriations per student FTE of small-, medium-, and large-sized
rural community colleges in fiscal year 1996-97, and that the means were not statistically
equal. Part II of the ANOVA trial determined that reporting fiscal year 1996-97 local
appropriations per student FTE for community colleges, as a national average does not
represent fairly rural community colleges since the means were not statistically equal.
Parts I and II of Table 21 show the results of the AN OVA tests performed for the
averages of local appropriations per student FTE among the small-, medium-, and large-
sized rural community colleges and thé universe of publicly controlled community colleges
bctween fiscal years 1992-93 ahd 1996—97. The analysis favored the resu}ts already
reported in Tables 19 and 20 as both ANOVA tests revealed a significant difference
existed among the small-, medium-, large-sized rural campus between the two fiscal
periods as well as among the rural campuses and the two universes of publicly controlled
community colleges between the two fiscal years. The comparison of the local
appropriations per student FTE among the small, medium, aﬁd large rural institutions

generated a p-value of .000005, well below the alpha factor of .05. Likewise, the

. averages for local appropriations per student FTE among the-rural campuses and the two

universes of publicly controlled community colleges between the two fiscal periods
produced a p-value of .000013, indicating a highly significant difference existed. Aithougﬁ
it is difficult to look solely at averages, the data presents sufficient evidence to support the
fact that sigrﬁﬁcant differences exist among‘ the averages for local appropriations pér
student FTE between the two fiscal periods.

The ANOVA test in Part I showed a significant difference existed among the
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: Table 21
Comparison of the Means of Local Appropriations per Student FTE

for Fiscal Years 1992-93 to 1996-97
(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average  Variance P-value Significant
Small 88 $464 $1,076,094
Medium | 219 $774 $1,495,916
Large ' 254 $1,020 $1,588,940
Small 98 $486 $1,657,887
Medium ’ 214 $815 $1,682,726
. Large 257 $1,112 $1,840,267
Result . : .000005 YES
Part II '
Small . , 88 - $464 $1,076,094
Medium 219 $774  $1,495916
Large : 254 $1,020  $1,588,940
Universe . 907 $1,058 $2,695,854
Small 98 $486 $1,657,887
Medium 24 $815  $1,682,726
Large 257 $1,112 . $1,840,267
Universe 892 - $1,083  $2,962,439
Result - | | | 000013 YES

Notes: 1) All amounts have been rounded to the nearest dollar. . .
2) Local appropriation data obtained from finance module of IPEDS data base..
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

averages of local appropriations per student FTE at publicly controlled rural cornr-n.unity
colleges when comparing fiscal years 1992793 and. 1996-97 and that the means were not
statistically equal. The ANOVA trial for Part II indicated that reporting a comparisoﬁ of
fiscal yea£s 1992-93 and 1996-97 local appropriations per §tudenf FTE for community

colleges, as a national average does not represent fairly rural community colleges, since
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the means were not statistically equal.

Federal Appropriations

A much smaller source of revenue for community colleges is federal
appropriations, which originate through direct congressional acts. For this reason, this
source of revenue was not intended to be a part of federal funding received through
grants, or programs such as Job Training Partnership Act (JTPA) and other wofkforce
development and training programs. Generally, federal funding for job training and
workforce development programs are r;:corded separately and included as revenue from
federal grants é.nd contracts. Again, for the analysis of this study; it is coﬁnted in
workforce development.

For fiscal 1992-93, Parts [ and II of Table 22 provide a summary of the ANOVA
tests pérformed on federal appropriations per student FTE. The result shown in Part I

-indicated a significant difference existed when comparing the rural campus averages for
federal appropriations per student FTE among the small rurals of $81, medium rurals of
$69,‘and large rurals of $28. The calculated p-value of .036132 was. below the
prédetermined alpha of .05. However, the ANOVA test in Part II, which compared the
averagé federal appropriations per student FTE for the universe of publicly controlled -
community colleges of $135 along with the averages for the rural campuses, revealed no
significant difference existed as the p-value equaled .540948, and was abové the .05 alpﬁa

~ factor.

The ANOVA test for Part I determined there was a significant difference among
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Table 22
Comparison of the Means of Federal Appropriations per Student FTE

_ for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 dollars)

- Groups Colleges Average Variance P-value Significant

Partl ‘

Small ‘ 88 881 $45,778

Medium ' 219 $69 $78,525

Large ’ 254 $28 $7,183

Result A 036132 YES
- PartIl . ’ |

Small 88 $81 $45,778

Medium 219 $69 $78,525

Large 254 $28 . $7,183

Universe 907 $135 $193,219

Result » 540949 NO

Notes: 1) All amounts have been rounded to the nearest _dolllar. -
2) Federal appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education. -

the meané of federal abpropriations per student FTE of small-, medium-, and large-sized
rural community colleges in fiscal year 1992-93, and that the means were not statistically
equal. Part II of the AN OVA trial determined that reporting fiscal byear 1992-93 federal
appropriations per student FTE for community colleges as a nﬁtional average does fairly
répreseﬁt rural community colleges, since the means were statistically equal.

Table 23, Parts I and II, summarize the AN QVA tests performed on the averages
of federal appropriations per s_tﬁdént FTE among the rural community colleges and the
universe of publicly controlled community colleges for fiscal year 1996-97. Specifically,

Part I showed that when the ANOVA test was applied a significant difference existed

among the averages of federal appropriations per student FTE for the small-, medium-,
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Table 23
Comparison of the Means of Federal Appropriations per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average. Variance P-value Significant
Partl

Small 98 $140 $328,063

Medium 214 --$74 $102,521

Large 257 - $20 $5,369 _
Result .004062 YES
Partll

Small ' 98 $140  $328,063

Medium 214 $74 $102,521

Large 257 $20 $5,369

Universe _ 892 $111 . $636,610

Result o S 204573 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Federal appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

and large-sized rural community colleges. ‘Additionally, with the inclusion of the average
federal appropriation per studeﬁt FTE for the universe of publicly controlled community
colleges, the ANOVA test found no significant diﬁ”erenc;.e existed among the averages, as
the calculated‘p—value éf 204573 was greater than the .05 alpha value.

The ANOVA test for Part I determined there was a significant difference among
the means of federal apprdpriations per student F'_I"E of small-, _medium-, ar;d large-sized
rural community colleges in fiscal year 1996-97, and that the means were not statistically
equal. Part IT of the ANOVA trial determined that reporting fiscal year 1996-97 federal
appropriations per student FTE for commty colleges as a national avérage does fairly

represent rural community colleges since the means were statistically equal.
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Parts I and I of Table 24 show the ANOVA tests performed on the means of
federal appropriations pér student FTE among the rural campuses and the two universes
of publicly controlled community colleges between fiscal periods 1992-93 to 1996-97.
Part [ determingd a significant difference existed among the small-, medium-, and large-
sized rural community colleges between the two fiscal periods, as reflected in the .
calculated p-value of .001455 being smaller than the .05 alpha factor. However, the result
for Part IT indicated no significant difference existed with the averages of federal
appropriations per student FTE among the rural- campuses and the universes of publicly
controlled cdmmunit& colleges betvx;een fiscals years 1992-93 and 1996-97. In fact, the
calculated p-value of .574357 was notably greater thaﬂ the predetermined .05 alpha level.

The ANOVA test in Part I showed a significant difference existed among the
averages of federal appropriations per student FTE at publicly controlled rural community
coﬂeges when cbmparing fiscal years 1992-93 and 1996-97. and that the means were not
stafistically equal. The ANOVA trial for Part II indiéated that reporting a comparison of

fiscal years 1992-93 and 1996-97 federal appropriations per student FTE for community

' colleges as a national average does fairly represent rural community colleges, since the

means were statistically equal.

Tuition & Fees Revenue

Tuition and fees are the charges for instruction and all of the direct and indirect

" costs associated with the education process. At public institutions, tuition and fees are
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Table 24
Comparison of the Means of Federal Appropriations per Student FTE

for Fiscal Years 1992-93 to 1996-97
_ (adjusted for inflation, constant 1997 dollars)

Groups Colleges Average Variancé P-value Significant
PartI

Small - 88 $82 $45,778

Medium 219 $69 $78,525

Large 254 $29 $7,183

Small ' 98 $140 $328,063

Medium 214 $74 $102,521

Large , - 257 $20 $5,369

Result | | 001455 YES
Part 11 : :

Small 88 $82 345,778

Medium 219 869 $78,525

Large 254 - $29 $7,183

Universe 907 $135  $193.219

Small 98 $140 $328,063

Medium 214 $74 $102,521

Large 257 $20 $5,369

Universe - 892 S1I11 $636,610

Result . 4 . 574357 © NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Federal appropriation data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

usually the second major source of revenue behind state appropriations. In general, state
tuition and fees policies are inversely related to the levelé of state support. Lenington
(1996) commented that the dependence on tuition makes higher éducation vulne’rablé toa
decline in student enrollment (p. 79).

For fiscal year 1992-93, Parts I and II of Table 25 provide a summary of the
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Table 25
Comparison of the Means of Tuition & Fees Revenue per Student FTE -

for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average . Variance P-value Significant
Small 88 $1,904  $2,477,448
Medium 219 $1,619 $768,876
Large ‘ 254 $1,521 $406,291
Result 004340 YES
PartII ‘
Small 88 $1,904 $2,477,448
Medium 219 $1,619 $768,876
' Large 254 $1,521 $406,291
Universe . 907 $2,202 - $247,889,676
Result . 045373 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Tuition and fees revenue data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

averageé, of tuition and fees revenule per student FTE for the small-, medium-, and large- .
sized rural community colleges. The average amounts of tuition and fees revenue per
student FTE equaled $1,904 for small rurals, $1,619 for medlum rurals, and $1 521 for
large rurals. The ANOVA test calculated p-value of .004340 was below the
predetermined alpha level of .05 indicating a significant difference existed among the
means for tuition aﬁd fees revenue per student FTE of rural campuses. Additionally, Part
i demonstfated_a significant difference when including the mean tuition and fees revenue
per student FTE for the universe of publicly controlled conimunity colleges. .

The ANOVA test for Part I revealed there was a significant difference among the -

- means of tuition and fees per student FTE of sméll-, medium-, and large-sized rural
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community colleges in fiscal year 1992-93, and that the means were not statistically equal.
PartII of the ANOVA trial determined thatreporting fiscal year 1992-93 tuition and fees
per student FTE for community colleges\as a national average does not represent fairly
rural community colleges since the means were not statistically equal.

| Table 26, Parts I and II, provide a summary of the ANOVA trials for the testing of

the means of tuition and fees revenue per student FTE in fiscal year 1996-97.

Interestingly, both ANOVA tests indicated that no significant differences existed in tuition

and fees revenue per student FTE among the rural community colleges or am0ng the rural
institutions and the universe of publicly controlled community coll_eges.

- The ANOVA test for Part I, reveatedthere was ne signiﬁcant difference among
the tuition and fees revenue per student FTE of small-, medium-, and large-sized rural
comtnunity celleges Ain fiscal year 1.996-9'7, and that the means were statistically equal.
Part I of the ANOVA trial determined that reporting fiscal year 1996-97 tuition and fees
revenue per student FTE for commumty colleges as a national average does fairly
represent rural community colleges since the means were statxstxcally equal.

Parts I and II of Table 27 summarize the ANOV A applications companng the
means of tuition and fees revenue per student FTE of rural institutions and the two
universes of publiely controlled community colleges between the two ﬁscal’years, 1992-93
and 1996-97. The ANOVA test in Part I revealed that the means for tuition and fees
revenue per student FTE among small, medium, and large rural populations showed a

significant difference existed, as the p-value of .008236 was below the predetermined
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Table 26 i
Comparison of the Means of Tuition & Fees Revenue per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part1
- Small : 98 $1,698 $1,369,024
Medium 214 $1,752 $682,990
Large ' - 257 $1,680 $529,974
Result ' 657117 NO
Part Il | ,
Small . 98 $1,698 $1,369,024
Medium 214 $1,752 $682,990
Large 257 $1,680 $529,974
Universe © 892 $1,771 $1,254,903

Result 612135 _ NO

Notes: - 1) All amounts have been rounded to the nearest dollar.
2) Tuition and fees revenue data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

alpha factor. The comparison in Part II for the means of tuition and fees revenue per
student FTE among rural community colleges and the universe of publicly controlleq
community.rcolleges found no _signiﬁcant difference existed among the means between the
two fiscal periods.

The ANOVA test in Part I showed a significant difference existed among the
averages of tuition and fees revenue per student FTE at publicly contfolled rural
community colleges when comparing fiscal years 1992-93 and 1996-97, and that the

means were not statistically equal. The ANOVA trial for Part II indicated that reporting a

‘comparison of fiscal years 1992-93 and 1996-97 tuition and fees revenue per student FTE

for community colleges as a national average does fairly represent rural community
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Table 27
Comparison of the Means of Tuition & Fees Revenue per Student FTE

for Fiscal Years 1992-93 & 1996-97
(adjusted for inflation, constant 1997 dellars)

Groups Colleges Average  Variance P-value Significant
Part I ' .
Small ' 88 $1,904  $2477,448
Medium 219 $1,619 $768,876
Large 254 $1,521 $406,291
' Small 98 $1,608  $1,369,024
Medium 214 $1,752 $682,990
Large _ 257 $1,680 $529,974 .
Result - .008236 YES
Part II ‘
Small 88 $1,904 $2,477,448
Medium 219 $1,619 $768,876
Large 254 81,521 $406,291
Universe 907 T $2,202  $247,889,676
Small - 98  $1,698 $1,369,024
Medium 214 $1,752 $682,990
Large _ 257 $1,680 $529,974
Universe " 892 $1,771 $1,254,903
' Result 949889 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Tuition and fees revenue data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

. colleges, since the means were statistically equal.

Endowment Income
Endowment income is generated through the investment of monies that are
accumulated by the college and held in a permanent fund. Income earned by the

investment fund is often used to help meet an institution’s operating expenses. For'
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.community colleges, endowment funds are generally small and yield little intérest income,
as reﬂelcted by the average values of endowment income per student FTE shown in Tables
28 and 29.

Table 28 summarizes ANOVA tests of the means of endowment income per
student FTE for rural community colleges and the universe of publicly controlled
community colleges for fiscal }.'ear 1992-93. Part I indicated that no significant difference
existed aﬁong the means of small rurals of $5, medium rurals of $5, and lérge rurals of $5
as the calculated p-value of 934682 .excee.ded the alpha level of .05. The analysis in Part

11 showed that, including the average endowment income per student FTE of $29 for the

. universe of publicly controlled community c611eges, no significant difference existed

among the populations as the p-value .689205 was greater than the alpha value of .05.

The ANOVA test for Part I determined there was no significant difference among
the means of endowment income per student FTE of small-, medium-, and large-sized
rural community colleges in fiscal year 1992-93 and that the means were statistically equal.
Part II of the ANOVA tests detefmined that reporting fiscal year 1992-93 endowment
income per ;tudent FTE for community colleges as a national average does fairly represent
rural community colleges, since the means were statistically equal.

Table 29 summarized the ANOVA tests performed on the averages of endowment
income per ’stu‘de.nt FTE for rural community colleges and the universe of publiély
controlled community colleges for fiscal year 1996-97. Part I showed there is no
significant difference between the mean values of endowment income per student FTE for

small-, medium-, and large-sized rural community colleges. Likewise, the comparison in
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Table 28
Comparlson of the Means of Endowment Income per Student FTE

for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average Variance =~ P-value Significant
Part I

Small _ 88 $5 : $506

Medium 219 $5 $330

Large 254 $5 - $299

Result _ 934682 NO
Part 1l |

Small 88 $5 $506

Medium. 219 $5 $330

Large : 254 ‘ $s $299

Universe 907 - $29 $228,964 |
Result . 689205 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Endowment income data obtained from finance module of IPEDS data base.
3) FTE data was_calculated based upon spemﬁcatlons of the U S. Department of Education.

Part II included the mean of endowment income per student FTE for the universe of
pubhcly controlled commumty colleges along with the means of endowment income per
student FTE for the rural campuses, indicated no sxgmﬁcant dlﬁ”erence among the mean
values. The ANOVA test for Part I determined there was no significant difference among
the averagés of endowment income per student FTE of small-, medium-, and large-sized
rural community colleges in fiscal year 1996-97, and that the means were statistically
equal. Part II of the ANOVA trial determined that reporting fiscal year 1996-97
endowment income per student FTE for community colleges as a national average does
fairly represent rural community colleges, since the averages were statistically equal.

Parts [ and II of Table 30 provide a summary of the ANOVA tests of the averages
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Table 29
Comparison of the Means of Endowment Income per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Signiﬁcant

Part1 ,

Small . 98 $8 $2,141

Medium 214 $5 $226

Large | 257 $6 $537

Result 645575 NO
Partll

Small 98 $8 $2,141

Medium 214 $5 $226

Large . 257 $6 $537

Universe 892 $20 $127,310

Result ' 827004 NO

Notes: 1) All amounts have been rounded to the neaggst dollar.
2) Endowment income data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

among the rural community colleges and universes of publicly controlled community
colleges between fhe two fiscal periods of 1992-93 and 1996-97. Both lParts Iand II
revealed no significant differences when comparing the means of endowment income per
student FTE for smaﬂ, medium, a-ndllarge rural community colleges and the universe of
fiscal years 1992-93 and 1996-97 endoment income per student FTE for community
colleges of publicly controlled community colleges. The ANOVA test shown in Part I for
small-, medium-, and large-sized rural community colleges calculated a p-value of
.840877, well above the predetermined alpha level o.f 05 Similarly, in Part II, the

ANOVA test calculated a p-value of .909760, again well above the predetermined alpha
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Table 30
Comparison of the Means of Endowment Income per Student FTE -

for Fiscal Years 1992-93 and 1996-97
(adjusted for inflation, constant 1997 dollars)

- Groups Colleges Average Variance P-value Significant
Part1 | T )
Small 88 $5 $506
Medium - 219 $5 $330
Large - 254 $5 $299
Small 98 88 $2,141
Medium 214 $5 $226
Large - 257 - $6 $537
Result _ 840877 NO
Part 11
Small : 88 $5 $506
Medium 219 $5 $330
" Large 254 $5 " $299
Universe 907 $29 $228,964

~ Small 98 | $8 $2,141
Medium 214 $5 $226 ,

Large 257 $6 $537
Universe 892 $20 $127,310 A
Result 909760 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Endowment income data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

level. The ANOVA test in Part I showed no signiﬁcant difference existed among the
averages of endéwment income per stﬁdent FTE at publicly controlled rural community
colleges when comparing fiscal years 1992-93 and 1996-97, and that the means were
statistically equal. The ANOVA trial for Part II concluded that repbrting a comparison as

a national average does fairly represent rural community colleges since the means were
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statistically equal.

Private Gifts and Contracts
Private gifts and contracts ~are funds that community colleges receive from donors
and for services provided under contraét. A comparison of the averages for fiscal years
| 1992-93 and 1996-97 shows that this source of revenue has grown aﬁd become mbre
important in ba}ancing institutional budgets.v The ANOVA results are reflected in Tables
3 1‘ through 33.

Parts I and II of Table 31 provide a summary of the ANOVA testing revealéd no _
significant differences among the means for private gifts and grants income per student
FTE for fiscal yeaf 1992-93. Part I indiéated there is no significant difference among thé
means of Small-, medium-, and large-sized rural community colleges, as the calculated P-
value of .397848 exceeded the .05 alpha value. Part II of the ANOVA trial indicated no
significant difference when including the comparison of the average private gifts and
grants income per student FTE for the universe of publicly controlled community colleges.
The calculated p-value of .855219 was also above the predetermined alpha factor of".05.
The ANOVA test for Part I determined there was no significant difference among the
means of private giﬁs and grants per student FTE of small-, medium-, and large-sized
rural community colleges in fiscal year 1992-93 and that the means were statistically equal.
Part II of the ANOVA trial determined that reporting fiscal year 1992-93, private gifts and
grants per student FTE for community colleges as a national average does represent fairly
rural community colleges, since .fhe means were statisticaﬂy equal.

Parts I and II of Table 32 indicate the results of usirig ANOVA to test the means
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Table 31
Comparison of the Means of Private Gifts &Grants Income per Student FTE
for Fiscal Year 1992-93

(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average Variance P-value Significant
PartI

Small 88 $86 $53,073

Medium 219 $77 $16,805

Large 254 $65 $8,896

Result ' 397848 NO
Partll |

Small 88 $86 $53,073

Medium 219 $77 $16,805

Large . 254 $65 $8,896

Universe 907 $193  $10,435,789

Result ' . 855219 NO

Notes: 1) All amounts have.been rounded to the nearest dollar. '
2) Private gifts and grants income data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

of private gifts and grants income per student FTE of rural community colleges and the

universe of publicly controlled community colleges for fiscal year 1996-97. Part I tested

the means among‘small rurals of $154, medium rurals of $120, and large rurals of $86, and
found no significant difference existed. Ad'ditioAnally, the ANOVA analysis in Part II
tested the averages of the private gifts and contracts income per student FTE of the rural
community colleges and the universe of publicly controlled community colleges, and found
no significant difference existed.

As a result, the ANOVA test for Part I determined there was no significant

difference among the means of private gifts and grants income per student FTE of small-, -

medium-, and large-sized rural community colleges in fiscal year 1996-97, and that the
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Table 32
Comparison of the Means of Private Gifts & Grants Income per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part ] .

-Small 98 3154 $235,423

Medium 214 ' $120 $56,487

Large 257 $86 $20,774

Result ' .080636 NO
Partll 4

Small 98 $154 $235,423

Medium " 214 $120 $56,487

Large 257 $86 $20,774

Universe | : 892 - $113 - $71,611

Result .168706 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Private gifts and grants income data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

means were statistically equal. Part II of the ANOVA test determined that reporting
fiscal year 1996-97 private gifts and gfants income per student FTE for community
colleges as a national average does represeht fairly rural community colleges, since the
: meaﬁs were statistically equal. o |

Parts I and IT of Table 33 summarize the ANOVA analysis performed on the
averages of private gifts and coﬁtracts income per student FTE among the rural
community colleges and the universe of publicly controlled community co lleges for fiscal
periods 1992-93 and 1996-97. Specifically, Part I showed that a Signiﬁcant difference
existed among the means of the small-, medium-, and large-sized community colleges

between the fiscal periods has the calculated p-value of .003627, well below the .05 alpha
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Table 33
Comparison of the Means of Private Gifts & Grants Income per Student FTE

for Fiscal Years 1992-93 to 1996-97
(adjusted for inflation, constant 1997 dollars)

Groups Colleges Average Variance P-value Significant
_—;t—lﬂ— : Yariance i-vaue Signiticant
Small . 88 $86 $53,073

Medium 219 877 $16,805

Large’ 254, $65 $8,896

Small 98 . sIs4 $235,423

Medium 214 $120 $56,487

Large 257 1§86 $20,774

Result T 003627  YES
PartII -

Small 88 $86 $53,073

Medium 219 $77 $16,805

Large . 254 $65 $8,896

Universe 907 $193  $10,435,789

Small | . 98 $154 $235,423

Medium 214 $120 $56,487

Large 257 $86 $20,774

Universe 892 $113 $71,611

Result .964_ 174 NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Private gifts and grants income data obtained from finance module of IPEDS data base
3) FTE data was calculated based upon specifications of the U.S. Department of Education. -

value. In Part II; the ANOVA analysis included the means of private gifts and contracts
income per student FTE for the universe of publicly controlled community <_:;)11eges along
with the averages for the rural community colleges. The calculated p-value of .96174 wag
greater than the alpha factor of .05, indicating that when comparing fiscal years 1992-93

and 1996-97, no significant difference existed among and between the means of private
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gifts and contracts income per studeﬁt FTE. As aresult, the ANOVA test in Part I
showed a significant difference existed among the averages of private gifts and contracts
income per student FTE at publicly controlled rural community colleges when comparing
fiscal years 1992-93 and 1996-97, and that the means were not statistically equal. The
ANOVA trial for Part II concluded that reporting a comparison of fiscal years 1992-93
and 1996-97 private gifts and contracts income per student FTE for community colleges
asa ﬁational average does fairly represent rﬁral community colleges, since the means were

statistically equal.

Education & General Expenditures

A review of th¢ financial data presented in Tables 12 and 13 showed that total
education and general (E&G) expenditures per student FTE had held fairly Steady, ranging
from 92 percent to 95 percent of total current fund expenditures m bqth the 1992-93 and
1996-97 fiscal periods. E&G expenditures offer another approach to reviewing the
amount of re_lative resources devoted to instruction, research, academic support, and
public service at colleges and universities. When comparing these categories of
expenditures, they typically represent a little over half of the total E&G expenditures,
while the remaining portion of E&G expenditures are used to cover support services such
as plant operations and institutional scholarships and fellowships. It is interesting to note
that a comparison of ﬁs’cal years 1992-93 and 1996-97 revealed that employee |
cdmpensation for education and general activities has declined as a percentage of total

current fund expenditures at each of the three rural institution classifications. This
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expense normally consumes more than 60 percent of an institution’s current fund budget.
That rural community colleges spent less of their total revenues on employee salaries and
benefits necessarily means that they have had to reduce institutional costs, since their
unrestricted operating resources have had much less flexibility.

Parts I and II of Table 34 show the ANOVA trials used to test the averages of
E&G expenditures per student FTE for fiscal year 1992-93. Part I indicated a significant
difference existed among the means of small-, medium-, large-sizéd rurals as the calculated
p-value of .000000 was wéll below the predetermined .05 alpha factor. Moreover, the
ANOVA test in Pé.rt 11 revealed a significant difference existed among the averages for
small-, medium-, and large-sized rural community colleges and the universe of publicly
controﬁed communify colleges. Again the p-value of .000000 was well beiow the
rmmmum .05 alpha value needed to show signiﬁcance.

Asa reéult, the ANOVA test for Part I determined there was a significant
difference among the means of education and general expenditures per student FTE bf
small-, medium-, and large-sized rural community colleges in fiscal year 1992-93, and that
the means were not statistically equal. Part IT of the ANOVA trial determined that |
reporting ﬁscél year 1992-93 education and general expenditures per student FTE for
community colleges as a national average does not represent fairly rural community
colleges, since the means were not statistically equal.

Parts I and II of Table 35 summarize the ANOVA tests for significance among the
means of the rural campuses and t_he ﬁniverse of publicly controlled community colleges

for ﬁscal year 1996-97. Both ANOVA trials indicated a significant difference existed
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Table 34
Comparison of the Means of Education & General Expenditures per Student FTE

for Fiscal Year 1992-93
- (in constant 1997 dollars)

Groups Colleges .  Average Variance P-value Significant

Part I
Small 88 $10,591  $31,104,517
Medium - 219 $8,287  $13,105,798
Large - 254 $7,257 $3,814,997
Result .000000 YES
PartII
Small 88 $10,591  $31,104,517
Medium 219 $8,287  $13,105,798
Large , 254 $7,257 $3,814,997
Universe 907 $8,003  $28,007,664
Result .000000 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) General and education expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

among the averages of E&G expénditures per student FTE for small-, medilim-, and large-
sized rural institutions and for the universe of publicly controlled community colleges.

The calculated p-values were .000000 énd .000002, respectively, and both well below the
.05 alpha factor.

Thus, there was a significant difference among the means of education and general
expenditures per student FTE of small-, medium-, and large-sized rural community
colleges in fiscal year 1996-97, and that the means were not stétiétically equal. Pért II of
the ANOVA trial determined that reporting fiscal year 1996-97 education and general
expenditures per student FTE forA community colleges as a national average does not
représent fairly rural community colleges, since the means were not statistically equal.
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Table 35
Comparison of the Means of Education & General Expenditures per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part] . ‘ |
Small 98 $9,736  $11,612,438

Medium - 214 $8,748 $4,063,711

Large o287 - $8,010 $3,500,290

Result ' ' .000000 YES
Partll .

Small 98 $9,736  $11,612,438

Medium - 214 $8,748 $4,063,711

Large ' 2587 $8010  $3,500,290

Universe 892 $8,444 $9,532,372

Result .000002 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Education and general expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

Parts I and II of Table 36 pfovide a summéfy of the ANOVA tests for determining
whether significant differences exist among and between the means of E&G expenditures
fo; fiscal years 1992-93 and 1996-97. Part I indicated a significant difference existed
when compariné the averages of E&G expenditures among the small-, medium-, and
large-sized rural community colleges between the two fiscal periods. Ina similar manner,
the ANOVA test in Paﬁ II compared the means among the rural institutions and the means
of the universe of publicly controlled community colleges for fiscal years 1992-93 and
1996-97. It was determined tha-t a significant difference existed among the populafions
between the two fiscal years. Both calculated p-values were .000000, well below the

predetermined alpha value of .05. As a result, the ANOVA test in Part I showed a
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Table 36
Comparison of the Means of Education & General Expenditures per Student FTE
for Fiscal Years 1992-93 to 1996-97

(adjusted for inflation in constant 1997 dollars)

Groups Colleges  Average Variance P-value  Significant
Part1
Small , 88 $10,591 $31,104,517
Medium 219 © $8287  $13,105,798
Large 254 $7,257 $3,814,997
Small 98 $9,736  $11,612,438
Medium 214 $8,748 $4,063,711
Large 257 $8,010 $3,500,290
Result , .000000 YES
PartIl - |
Small ' 88 $10,591  $31,104,517
Medium 219 $8,287  $13,105,798
Large 254  $7,257 $3,814,997
Universe 907 $8,003 $28,007,664
~ Small 98 $9,736  $11,612,438
Medium 214 $8,749 $4,063,711
Large 257 $8,010 $3,500,290
Universe 892 $8,442 $9,532,372 _
Result .000000 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Education and general expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

significant difference existed among the means of education and general expenditures per

student FTE at publicly controlled rural community collegés when comparing fiscal yearé
1992-93 and 1996-9;/, and that the means were not statistically' équal. The ANOVA trial
for Part IT showed that reporting a compaﬁson of fiscal years 1992;93 and 1996-97

education and general expenditures per student FTE for community colleges as'a national



.average does not represent fairly rural community colleges, since the means were not

statistically equal.

Auxiliary Enterprises Expenditures

Campus activities genérally include auxiliary enterprises, which account for those
expenditures not directly related to the education process. These are often referred to as
non-educational expenditures, and include activities such as campus bookstores or diniﬁg
services. Tables 37 through 40 provide the results of using the ANOVA statistical
technique to determine whether significant differences existed among the avérages of rural
community colleges and tﬁe universe of publicly controlled community colleges.

Table 37 provides a summary of the ANOVA tests of the means of auxiliary
enterprises expenditures per student FTE at rural campuses and the universe of publicly
c'ontrolled community colleges for fiscal year 1992-93. Part I indicated that no significant
dlﬂerence existed among the means of small-, medium-, and large-sized rural community
colleges, since the calculated p-value of 232256 exceeded the alpha factor. Part I also
concluded that no significant difference existed among the means of auxiliary enterprises
expenditures per student FTE of ru,ral campuses and the universe of publicly controlled
community colleges, as the calculated p-lvalue-of .059106 was slightly above the
predetermined .05 alpha factor. Asa result, the ANOVA test for Part I determined no
signiﬁdant difference among the means of auxiliary enterprises expenditures per student

FTE of small-, medium-, and large-sized rural community colleges in fiscal year 1992-93,
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Table 37
Comparison of the Means of Auxiliary Enterprises Expenditures per Student FTE
for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 dollars)

Groups Colleges - Average Variance P-value Significant
Partl _

Small 88 $594 $687,625

Medium | 219 $638 $291,973

Large 254 $552 $168,543 _

Result ' ~ ' 232256 NO
Part It | |

Small 88 $594 $687,625

Medium 219 $638 $291,973

Large - 254 $552 $168,543

Universe 9207 $523 $365,382

Result | | 059106~ NO

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Auxiliary enterprises expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

and that the means were statistically equal. Part II of the ANOVA trial determined that
reporting fiscal year 1992-93 auxiliary enterprises expenditures per student FTE for
community colleges as a national average does fairly represent rural community colleges,
since the means were statistiéally equal.

Parts I and IT of Table 38 summarize the ANOVA testing for significant
differences among the means of the rural community colleges and universe of publicly
controlled community colleges for fiscal year 1996-97. In Part I, the ANOVA test
determined no significant difference among the means of small rurals of $528, medium

rurals of $640, and large rurals of $587, as the calculated p-value of .150400 exceeded the
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Table 38
Comparison of the Means of Auxiliary Enterprises Expenditures per Student FTE
for Fiscal Year 1996-97

Groups Colleges Average Variance P-value Significant
Part]
Small 98 $528 $249,387
Medium 214 $640 $262,437 .
Large 257 $587 $203;081
Result - o 150400 NO
Part1l |
Small 98 $528 $249,387
Medium 214 $640 $262,437
Large 257 $587 $203,081
Universe 892 $532 $223,031
Result ' 015753 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Auxiliary enterprises expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

.05 alpha factor. Additionally, the ANOVA analysis in Part II tested the means of the
rpral institutions and the mean for the ‘universe of publicly controlled community colleges,
and found a significant difference existed as the calculated pjvalue of .015753 was below
the alpha value of .05. As a result, the ANOVA test for Part I determined there was no
significant difference among the means of auxiliary enterprises expenditures per student
FTE of small-, medium-, and large-sized rural community colleges in fiscal year 1996-97,
and that the means were statistically equal. Part Ii 6f the ANOVA trial determined that
reporting fiscal year 1996-97 auxiliary enterprises expenditures per student FTE for
community colleges as a national average does not represent fair_ly rural community

colleges, since the means were not statistically equal.
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Table 39 indicates the AN OVA test results performed on the means of auxiliary
enterprises expenditures per student FTE among the rural institutions and among the two
universe of publicly controlled community colleges for fiscal years 1992-93 and 1996-97. -
Part I showed the ANOVA test found no significant difference existed among the rural
campuses between the two fiscal periods. The calculated p-value of .248546 was above
the .05 alpha factor. However, in Part IT the ANOVA trial of the meé.ns of the auxiliary '
enterprises expenditures per student FTE among the émaﬂ—, medium-, and large-sized
rural cbmmunity colleges and the universe of publicly contfolled community .colleges _
between the two fiscal periods, and determined that a significant diﬁerence_existed as the
calculated p-value of .015139 was below the predetermined .05 alpha value. As a result,
the ANOVA test in Part I showed no significant difference existed among the averages of

auxiliary enterprise's expenditures per student FTE at publicly controlled rural community

" colleges when comparing fiscal years 1992-93 and 1996-97, and that the means were

statisticalIy equal. The ANOVA trial for Part II concluded that reporting a comparison of
fiscal years 1992-93 and 1996-97 auxiliary enterprises expenditures per student FTE for
community colleges as a national average does not represent fairly rural community

colleges, since the means were not statistically equal.

Education & General Expenditures - Employee Compensation

As mentioned above, E&G expenditures for employee compensation per student
FTE generally range near 60 percent of the total E&G expenditures. A review of Tables

11 and 12 showed a slight drop in E&G expenditures for employee compensation as a
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Table 39
Comparison of the Means of Auxiliary Enterprises Expenditures per Student FTE

for Fiscal Years 1992-93 to 1996-97
(adjusted for inflation, constant 1997 dollars)

Groups Colleges _Average - Variance P-value Significant
Partl

Small 88 $594 $687,625

Medium 219 $638 $291,973

Large 254 $552 $168,543

Small ’ 98 $528 $249,387

Medium . 214 $640 $262,437

Large 257 $587 $203,081

Result ' 248546 NO
Small 88 $594 $687,625

Medium - 219 $638 $291,973

Large 254 $552 $168,543

Univérse : 907 $523 $365,382

Small 98 $528 $249,387
. Medium 214 $640 $262,437

Large ' , 257 $587 $203,081

Universe . 892 - $532 $223,031

Result : 015139 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Auxiliary enterprises expenditures data obtained from finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

percentage 'of total E&G expenditures. Interestingly, each ANOVA test indicated that a
significant difference existed among and between the means for E&G expenditures for
employee compensation per student FTE including the fiscal periods 1992-93 and 1996-
97. More specifically, the ANOVA results demonstrate differences in employee

compensation patterns among rural campuses and the universe of publicly controlled
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community colleges.

Table 40 pfovides a summary of the ANOVA applications used to test for
significant differences among the various means of E&G expenditures for employee
compensation per student FTE for fiscal year 1992-93. Part I indicated a significant
difference existed among the means ef emall rurals of $6,588, medium rurals of $5,270,
and large rurals of $4,604, as the calculated p-value of .000000 was well below the alpha

value of .05. Also, Part II showed a significant difference existed among the averages of

" the rural campuses and the mean of the universe of publicly controlled community-

colleges, as the calculated p-value of .000001 was well below the alpha level. Thus, the
ANOV A test for Part I determined there was a significant difference among the means of
E&G expenditures for employee compensation per student FTE of small-, medium-, and
large-sized rural eommunity colleges in fiscal year 1992-93 and that the means were not

statistically equal. Part I of the ANOVA trial determined that reporting fiscal year 1992-

- 93 E&G expenditures for employee compensation per student FTE for community

colleges as a national average does not represent fairly rural eommunity colleges, since the
means were not statistically equal.

Parts I and II of Table 41 summarize the ANOVA testing for significance among
the means of the rural institutions and the universe of publicly controlled community
colleges for fiscal year 1996-97. Part. I ehowed that a significant difference existed among
the averages of E&G expenditures for employee compensation }aer student FTE of small
rurals of $6,043, medium rurals of $5,430, and large rurals of $5,057. The calculated p-

value of .000004 was well below the predetermined alpha factor of .05. In Part II, the
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Table 40
Comparison of the Means of
E&G Expenditures for Employee Compensation per Student FTE.
for Fiscal Year 1992-93
(adjusted for inflation, constant 1997 Dollars)

Groups Colleges Average Variance P-value Significant
Part1 _ N
Small 88 . $6,588 $6,873,357
Medium 219 $5,270 $7,002,319
Large 254 $4,604 $1,803,941
Result .000000 YES
Part Il . : .
Small ' 88 56,588 $6,873,357
Medium 219 $5,270 $7,002,319
Large 254 $4,604 $1,803,941
Universe 907 85,163 $11,192,082

Result _ . .000001 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Education and general expenditures for employee compensation was data obtained from
finance module of [PEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

ANOVA test for significant difference included the average of E&G expenditures for
employee compensaﬁon per student FTE for the universe of publicly controlled .

" community colleges. The test determined a significant difference existed among the means
for fiscal year 1996-97. The ANOVA test for Part I detenﬁined there was a significant
difference among the méans of E&G expenditures for employee compensation per student
FTE of small-, medium-, and ,largé-sized rural community colleges in fiscal year 1996-97,

" and that the means were not statistically equal. Part II of the ANOVA trial determined
that reporting fiscal year 1996-97 E&G expenditures for employee compensation per

student FTE for community colleges as a national average does not represent fairly rural
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Table 41
Comparison of the Means of
E&G Expenditures for Employee Compensation per Student FTE
Fiscal Year 1996-97

Groups Colleges Average Variance P-value = Significant
port 1 algniicant
Small 98 $6,043 $6,392,030
Medium - 214 $5430  $2,169,959
Large 257 $5057  $1,897,066
Result .000004 YES
Part II
Small .98 $6,043 $6,392,030
Medium 214 " $5,430 $2,169,959
“Large 257 '$5,057 $1,897,066
Universe 892 $5,291 1$4,107,980
Result .000170 YES

Notes: 1) All amounts have been rounded to the nearest dollar.
2) Education and general expenditures for employee compensation data was obtained from
_finance module of IPEDS data base. ,
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

community colleges, since the means were not statistically equal.

Parts I and I of Table 42 indicate the results of applying the ANOVA test to the
means among the rural institutions and the two universes of publicly. controhed community
colleges for fiscal years 1992-93 and 1996-97. In Part I, the test found that the means of
E&G employee co;npensation per student FTE among the rural campuses revealed a
signiﬁéant difference existed between the two fiscal years, since the calculated p-value of
.000000 was well below the alpha level. Part II compared the means among the rural

institutions and the universe of publicly controlled community colleges for the two fiscal
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Table 42
E&G Expenditures - Employee Compensation per Student FTE
Fiscal Years 1992-93 to 1996-97

(adjusted for inflation, constant 1997 dollars)

Groups ‘Colleges Average Variance P-value Significant
Part1 | |
- Small 88 6,588 6,873,357
Medium : 219 5,270 7,002,319
Large 254 _ 4,604 - 1,803,941
Small 98 . 5163 6,392,030
Medium 214 5,430 2,169,959
Large : 257 5,057 1,897,066
Result ' .000000 YES
Small 88 6,588 6,873,357
Medium 219 5,270 7,002,319
Large ' 254 4,604 - 1,803,941
Universe - . 907 5,163 11,192,082
Small 98 6,043 6,392,030
Medium 214 5,430 2,169,959
Large 257 5,057 1,897,066
Universe. 892 © 5,291 4,107,980
Result .000000 YES

Notes: 1) All amounts have been rounded to the nearest dollar. . :
2) Education and general expenditures for employee compensation data was obtained from
finance module of IPEDS data base.
3) FTE data was calculated based upon specifications of the U.S. Department of Education.

periods, and determined a significant diﬁerencé existed. Again the calculated p-value
equaled .000000 and was well below the predetermined alpha factor of .05. The ANOVA
test in Part I showed a significant difference existed among the averages of E&G
expenditures for employee compensation per student FTE at publicly controlled rural

community colleges when comparing fiscal 9ears 1992-93 and 1996-97, and that the
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269



means were not statistically equal. The ANOVA trial for Part II concluded that reporting
a comparison of fiscal years 1992-93 and 1996-97 E&G expenditures for employee
compensation per student FTE for community i:olleges as a national average does not

represent fairly rural community colleges, since the means were not statistically equal.
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