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LETTER OF TRANSMITTAL

January 1998

The Honorable William Jefferson Clinton -
President of the United States

The Honorable Albert Gore

" . President -

United States Senate

The Honorable Newt Gmgnch
Speaker
United States House of Representauves

- Gentlemen:

Public 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 comprehenswe revxew of college costs and prlces

The 1chslauon created an | l-member Commission — three each to be appointed by the
Speaker of the House of Representatives and the Majority Leader of the U.S. Senate; two each to
be appointed by thie Minority Leader of the House and the Minority Leader of the Senate and one
to be appomted by the Secretary of Educatlon : :

Noting that public concern about college affordability was at a 30-year high and that
tuition increases ai four-year public institutions had outpaced growth in median household
income and the cost of consumer goods since 1980, the statute directed the Commission to
submit a report to the President and Congress by February 1998 We are pleased to submxt this
final report. ,

Our Congressxonal charter asked that we examine eleven specnﬁc factors related to costs.
These included: :

1il
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The increase in tuition compared with other commodities and services.

Innovative methods of reducing or stabilizing tuition.

Trends in college and university administrative costs, mcludmg adrmmstratwe
staffing, ratio of administrative staff to instructors, ratio of administrative staff to .
students, remuneration of administrative staff, and remuneration of co]lcge and
university presidents and chancellors. :

Trends in faculty workload and remuneration (mcludmg the usc of adjunct fa.cu]ty)
faculty-to- student ratios; number of hours spent in the classroom by faculty, and.
tenure practices, and the impact of such trends on tuition.

Trends in the construction and renovation of academic and other collegiate facﬂmes
the modernization of facilities to access and utilize new techno]oglcs and the impact -
of such trends on tuition,

The extent to which incréases in 1nst1tutlonal ﬁnanc1al aid and tuition dlscountmg
have effected tuition increases, including the demographics of students receiving such
aid, the extent to which such aid is provided to students with limited need in order to
attract such students to particular institutions or major fields of study, and the extent

. to which Federal financial aid, mc]udmg loan aid, has been used to offset such

10.
11.

increases.
The extent to which Federal, state and local laws, regulatlons or other mandates

contribute to increasing tuition, and recommendations on reducing those mandates.
The establishment of a mechanism for a more timely and widespread distribution of
data on tuition trends and other costs of operating colleges and universities.

- The extent to which student financial aid programs have contributed to changes in

tuition.

Trends in state fiscal policies that have affcctcd college costs. ‘

The adequacy of existing Federal and state financial aid programs in meeting the
costs of attending colleges and universities. -

. Despite our brief tenure, we had little difficulty reaching broad agreement on major
themes and directions. We believe that it is time for straight talk about college expenses and that
_ the distinction between cost and price must be recognized and respected. By “cost” we mean the

expense an institution of higher education incurs to deliver education to a student; by “price” we
- mean the portion of those costs students and families are asked to pay. Agamst that'backdrop,
the conclusions in this document speak for themselves: :

S @

> -

The United States has a world-class system of higher education, and a callege degree
has become a key requirement for economic success in today’s world. |

This Commission is convinced that Amencan higher educauon remains gn
extraordinary value. : : : :

Institutions, families and students, and other patrons share responsxblhty for
maintaining quality and reducing costs.

Tuition price controls will not work and would be destructwe of academic quality i in
higher education.

Nevertheless, the Commission is also deeply concerned that most acadermc
institutions have permitted a veil of obscurity to settle over their financial operatlons

and many have yet to take seriously basic strategies for reducing their costs.

iv



> ‘Unless academic institutions attend to these problems now, policymakers at both the |
state and Federal levels could impose .unilateral solutlons that are hkely to be heavy-

. handed and regu]atory

To deal with these concerns, this report presents a five-part action agenda. The ;
Commission’s recommendations, several dozen in all, emphasize shared responsibility to

- (1) strengthen institutional cost control; (2) improve market information and public -
-accountability; (3) deregulate higher education; (4) rethink accredltauon and (5) enhance and

simplify Federal student aid.

We have been straightforward in our discussions with each other and in our
recommendations about what needs to be done. We are unammous in supporting the broad

" themes and rccommendauons in thxs document

' We want to thank each of you for your confidence that we could complete this
challenging assignment. Your support helped us complete the task on schedule.

o Finally, we want to acknowledge the work of our staff, under the able leadership of its
executive director, Bruno Manno, which unfailingly served us well. -

 William E. Troutt, Chairman Barrfi Munitz? Vice Chairman
‘Martin Anderson , V  Walter E. Massey |

Jonathan A. Brown Francgs M Norris
Robert V. Burns | — | | Blanche M. Touhill' ‘

Clare M. Cgfton . o | o .Géorge W; Waldner

William D Hansen



STRAIGHT TALK ABOUT COLLEGE COSTS AND PRICES

' The phenomenon of rising colIege tuition evokes a pubhc reaction that 18 somenrnes
compared to the “sticker shock” of buying a new car. Although this reference to ‘automobile
* prices may irritate some within the higher education commumty, it serves to remind all of us that
higher education is a product, a service and a life-long investment bought and paid for, like

others.

Rising college tuitions are real. In the 20 years between 1976 and 1996, the average
tuition at public universities increased from $642 to $3,151 and the average tuition at private
" universities increased from $2,881 to $15,581.* Tuitions at public two-year colleges, the least
expenswe of all types of institutions, increased from an average of $245 to $1 245 during this
period.'

Public anxiety about college prices has risen a]ong w1th increases in tuition. It is now on
the order of anxiety about how to pay for health care or housing, or cover the expenses of taking
care of an elderly relative. Fmancmg a college education is a serious and troublesome matter to

‘the American people.

Each member of this Commission understands this anxiety. We treat it seriously. We do .
not take lightly the public concern generated by increases in tuition. Worry about college prices,
the difficulty of planning for them, and the amount of debt they entail dominated a discussion
group of parents convened by the Commission in Nashville in November 1997. Members of the
‘Commission are equally convinced that if this public concern continues, and if colleges and -
~ universities do not take steps to reduce their costs, pohcymakers at the Federal and state levels ‘
will intervene and take up the task for them. :

What concems this Commission is the possibility that continued inattention to issues of
cost and price threatens to create a gulf of ill will between institutions of higher education and the
public they serve. We believe that such a development would be dangerous for hrgher education
and the larger socre\:)/l : : :

In the end, acgdemic institutions must be affordable and more accountable. The
Commission is worried that many academic institutions have not seriously confronted the basic
issues involved with reducing their costs — and that most of them have also permitted a veil of
obscurlty to settle over their basic financial operations. : : : :

This report addresses theSe issues. It provides straight'talk about college costs and about
V college prices. While this Commission‘s ultimate goal is ensuring the affordability of higher

*Unless otherwise stated, financial data in this report are not adjusrted for inflation.



education, achieving that goal requires an understanding of what it costs colleges and universities
to educate students, the prices academic institutions charge students to attend, and the
relationship between the two. Moreover, the role of financial aid is considered since many
students do not pay the full price they are charged for their education. This report, therefore; is

“divided into three main sections: the first provides a review of significant facts about higher . .
education and the current situation with regard to higher education costs and prices. The second
outlines our review and assessment of the major reasons advanced for increases in college costs
and prices. The third presents our convictions about the college cost and pnce CI‘ISIS and our
recommendations to keep hlgher education affordable. -

'Facts about Higher Education, Its Cost, and Its Price

The diversity of American higher education is unequaled in the world and is, without
question, one of this nation’s great strengths. Approximately 3,700 not-for-profit colleges and
universities which vary in terms of size, geography, sector, selectivity, and mission comprise the
academic spectrum: flagship state universities expanding the boundaries of human knowledge;
four-year public institutions providing access at very low prices; private universities, many of
them among the most prestigious in the world; liberal arts colleges proud of their tradition of
encouraging intellectual development in small, intimate settings; and two-year community
- colleges offering everything from high school and transfer programs to retirement planning and
technical training.

Although there are more pnvate colleges and universities than pubhc ones, more than
three quarters (78 percent) of all students — and 81 percent of all undergraduates — are enrolled
in public two- and four-year institutions. In recent years, the number of part-time students has
increased substantially. Indeed, the student profile has changed radically in recent decades
profoundly affecting the way colleges look at and do their jobs. In addition to the traditional 18-
to-22 year-old full-time students, higher education enrollments now include large numbers of
older, married individuals, many of them parents, with limited means, demanding personal
schedules, and a tendency to move in and out of the student population on a part-time basis.
Current students are the most racially and ethnically diverse group ever served by any nation’s
system of higher education. A high percentage of these students, including many undergraduates, -
are financially independent of their parents. In fact, the percentage of undergraduates enrolled
part-nm increased from 28 percent of all enrollments (two- and four-year) in 1980t0 42 percent

1994 ith the greatest concentration of part-time students in two-year institutions. (See Table



Table 1: Number of Institut“ions and Enroflment
by Status and Age, by Type of Institution

. Public Private ‘ ~ Total
: ‘ Four-year Two-year Four-vear Two-year

Number of Institutions’ 608 - 1,047 1,636 415 3,706
Total Enrolliments : , o V ’ -
(thousands)? 5,825 5308 2,824 221 {14279
Full-time (thousands) 4,065 - 1,885 . 2,041 146 - 8,138
Part-time (thousands) "~ 1,760 3,423 1,760 75 ' 6,141
Percent Undergraduate o , ‘ o
Enrollment 80% 100% - 72% 100% 86%

Source: Digest of Education Statistics, 1996. Tables 237 192 194, and 174,
! 1995-96 Academic year
? Fall 1994

The diversity within Amerlcan hngher education is also reflected in the prices institutions
charge students to attend. The average undergraduate tuition ranged from $1,245 in public two-
year colleges in the Fall of 1996 to $15,581 in private universities. Tuition, however, generally
does not cover the full cost of the students’ education. This means that all students — both those
in pubhc and private institutions — receive a subsidy. ‘

Posted tuition does not include other education-related costs borne by students such as
books, special laboratory fees, and living expenses (room and board if living on campus, or rent
or related housing costs if the student lives off campus). Furthermore, for a large percentage of
students and families, the price actually paid to attend college bears little resemblance to the
tuition charged and other education-related expenses. This occurs because many students receive
some form of financial aid (See Table 2.) In 1995-96, for example, 80 percent of full-time
undergraduates at private four-year institutions (and 70 percent of part-time students) received
aid. For public four-year institutions, 66 and 48 percent respectively received aid, and for two-
year institutions, 63 and 36 percent.

Finally, since financial aid awards are often based on financial‘need, students from lower
‘income families tend to pay less to attend the same institution as students from higher income
families. In 1995-96, full-time undergraduates who were financially %pendent on their parents
and whose family incomes were less than $40,000 paid, on average, $3,412 to attend a public
university (this estimate subtracts all financial aid awards from tuitionjand other education-
related expenses). Undergraduates whose family incomes exceeded SE0,000 paid almost twice as
much, $10,376. Indeed, while much of the public attention focuses on increases in tuition,
tuition is but one element of the price of attending college.




Table 2: Perc’entage‘of Undergraduatesi Receiving
Financial Aid, by Type of Institution: 1995-96

: . Public . Private
ot Four-year | Two-year | Four.year  Two-year

_ | (%) (%) (%) (%)
Full-Time Students : 1 ’
Percent receiving any financial aud 66 63 . 8 | 82
Percent receiving grants ‘ , 49 44 72 63
Percent obtaining loans . ' - 45 16 1 87 56
Percent participating inwork-study .| =~ 8 ‘ 6 26 -
Part-Time Students : v A :
Percent receiving any financialaid | -~ 48 36 70 49
Percent receiving grants - 34 . - 31 . 47 - 34
Percent obtaining loans = 30 -8 29 | 30
Percent participating in work-study 4 1 -4 0

~ Source: National Postsecondary Student Aid Study, 1996.
Note: Percents for specific types of. financial aid do not sum to, the percent recewmg any financial azd because

* Students oﬁen receive more than one form of aid.
ADefining Terms and the Scope of Our Review

Understanding the Commission’s review of costs and prices requires defining terms such

‘as cost, price, and general subsidy. Defining these terms is not just a technical sidenote, of
interest only to policy analysts; a major semantic challenge exists in our national discussion of
college costs. The term “cost” is used interchangeably to mean at least four different things: it
can mean the production cost, or the cost of delivering education to a single student. It can also .
mean the “sticker’” price, or the posted nominal price students are asked to pay in tuition and
fees. It is also used to describe the cost to the student to attend college — including not just’
tuition and fees, but room, board, books, supplies, and transportation. Finally, it can mean the
net price paid by the student after fmancxal ald awards are subtracted from the full cost to the

student

Despite their obvious differences, these different concepts are often discussed as if they
were the same thing. This Commission believes the confusion arising from the careless use of
these terms ~— as well as inattention within higher education to the relationships between cost
and price — to be so serious that we have devoted consxderab!e t%me and attention to ‘
dlstmgmshmg among them. - -

.

, Itis 1mp0rtant to make a clear dlstmcnon between expend}ﬁtures that mstzturzons incur in

order to provide education (costs) and expenses that students and famtlzes Jface (prices).
Furthermore, there is another factor not considered in most conversations on these issues: what
students pay is not the total cost of education. There is a general subsidy that goes to all .
students, regardless of the institution they attend or whether they receive any financial aid.
Therefore, the Commission makes a major effort to define its terms carefully, and to use the
terms “cost,” “price,” and “subsidy” consistently. (See Figure .)



_ Figure 1: Definitions of Cost, Price, and General Subsidy

Costs: What institutions spend to provide education and related educational services to students

» . Cost per student: The average amount spent annually to prowde educatlon and related
services to each full-nme equivalent student

Price: What students and their families are charged and what they pay
> Sttcker price: The tuition and fees that institutions charge

» Total price of attendance The tuition and fees that institutions charge students as well as
other expenses related to obtaining a higher education. These expenses could include
housing {room and board if the student lives on campus, or rent or refated housing costs if
the student does not live on campus), books, transportation, etc. (This term typncaily is
referred to by other higher education analysts as the “cost of attendance. ")

> Net price; What students pay ater financial atd is subtracted from the total price of
attendance. Financial aid comes in different forms: grants are scholarships or “gifts” to the
- student that do not have to be repaid; /oans are borrowed money that must be paid back,
typically after the student ieaves school; work study entails working to receive financial
assistance. Because of the very different nature of grants vs. loans and work study, the
Commission uses two different concepts of net price: .

» The first measure subtracts only grants from the total price of attendance. This
concept provides a measure of affordability, or the amount of money a student
actually pays to attend college,

+ The second measure subtracts all financial aid awarded — grants, loans, and work
study — from the total price of attendance, to measure the amount of money a
student needs in order to enter the college or university.- This concept provides a
measure of access, because, even though loans must be repaid, they allow a
student to attend college, just like car loans altow many to buy a car who otherwise
may not be able to afford one.

General Subsidy: The difference between the cost to the institution of providing an education {“cost per
student”) and the tuition and fees charged to students (“sticker price”). Students who attend institutions
of higher education, regardless of whether they attend public or private colleges or universities, or
whether they receive financial aid, typtcaliy receive a general subsidy. This general subsidy does not
mclude subsidies some students receive from scholarshlps and other types of financial aid.

The Commission has also found that the traditional disregard of capital assets in
discussions of educational expenditures is a major barrier to understanding the true costs of
~ higher education. For this reason, the Commission-has included capital expenditures in its
estimates of the cost of education per student, and urges all colleges and umversxtles to include
its capital expendttures when estimating the cost of educating students.



The Comrmssmn also struggled with ways to 013551fy and present the approxxmately
3,700 not-for-profit colleges and universities so as best to capture their diversity and character
In discussions of price, certainly the most important distinction to be made is that between.
private and public institutions. Because the nation’s public colleges and universities receive.
considerable, but varying, support from the states in which they are located, tuitions at public

" institutions are typically much lower than those at private institutions. And, tuitions at pubhc

two-year colleges tend to be even lower than those at four-year institutions.

For the sake of simplicity, and given available data and their limitatrons,,our analysis

' presents findings for three groups of institutions: public four-year. colleges and universities;

private four-year colleges and universities; and public two-year colleges (often referred to as.
community colleges). Moreover, our analysis is limited to one category of students — full- time
undergraduates who are financially dependent on their parents and who attend schools in the not-

- for-proﬁt sector..

Of course, the Commission understands the limitations in its work. There are many ways

“to group institutions of higher education and the categories chosen do not reflect all institutions:
it does not consider proprietary (i.e., profit-making) institutions. It also knows that it is not only
“full-time dependent undergraduates who experience difficulty covering their expenses. The-

. Commission is concerned about students experiencing financial difficulty, whatever their status

and wherever they go to school. ‘However, given available data and their [imitations, the
Commission feels most confident drawing conclusions about full- tlme undcrgraduates in the not-
for-profit sector using | these institutional categories. - :

’ Trends in Costs, Prices, and Subsidies A

- Although most public discussion of the affordability of higher education focuses on
tuition charges and increases, tuition (i.e., “‘sticker price”) is but one component of the college
cost/price picture. As noted, the total price (tuition plus other educational expenses), net price,
and instructional cost per student — and the complex interrelationships among these concepts —
should all be included in discussions of why the price of attending college may be increasing.
Below we present what we have learned about costs, prrces and generalized subsidy for our three '
types of mstxtutrons and how they have changed over time. (See Figure 2.) - :

average of $1,688 to $3, 918 The geal subStdy, Wthh averaged §§!234 in 1987, increased 36

'_percent to approi"tmateiy$ ,500in.1996. Thus, the sticker price, or tuition, increased much.
faster than ejther.i nal.costs or the subsidy. During part of this period — between fiscal

- years 1990-91 and 1992 93 — state appropriations in 16 states declined and tuitions in many of

these states increased much higher than in previous years. In most of these states, appropriations
began to mcrease again in 1994. Thus, declines in state appropriations to higher education -
during a small portion of this period cannot totally account for the rate at which public four-year
tuitions rose between 1987 and 1996. In public four-year colleges and universities, the = .
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percentage of total student costs covered bby the genéral subsidy declined from 79 percent toA68 :
percent. ' : ‘ :

: Private four-year colleges and universities. In these institutions, the cost per student
increased between 1987 and 1996 from an average of $10,011 to $18,387. This represents a 69
percent increase. Tuition, or sticker price, increased by 99 percent — lower in percentage terms
than for the public four-year colleges, but higher in real-money terms because of the higher base,
from $6,665 to $13,250. Even in the private sector, the percentage of per-student costs covered
by the general subsidy declined by 11 percentage points, from 39 percent in 1987 to 28 percent in
1996. The Commission does not understand the sources of subsidies in private institutions as
well as it does subsidies in public institutions; endowment income cannot be a complete
* explanation since it only represents a significant contribution to a relatively small number of |

colleges and universities.

,R\'

» Public two-year colleges. For these institutions, total costs per student increased by 52
percent between 1987 and 1996, from an average of $5,197 to $7,916. - Sticker prices increased
85 percent, from $710 to $1,316. Similar to the situation for public four-year colleges and
universities, subsidies to public two-year colleges declined for part of this period. Among all
three institutional types, the decrease in the general subsidy was lowest for public two-year
colleges; here the percentage of total costs covered by the general subsidy declined only from 86

to 83 percent.

In all three institutional categories, tuition (or sticker price) increased faster than cost per
student between 1987 and 1996. It may be tempting to conclude that institutions acted
irresponsibly, by charging students and their families higher tuition but not spending the

- . additional revenue to improve or maintain the quality of the education provided. However,

tuition is not the sole source of institutional revenue, and if other revenues declined, institutions
may have been forced to increase their tuition revenue. We know that state appropriations to
public higher education declined during part of this period and tuitions in many state institutions
escalated even faster at that time. At best we can conclude that tuition appears to have increased
faster than institutional costs in all types of colleges and universities. We. behevc that institutions
themsclves shouId explain to the public why this oceurs,

Trends in Coilege Affordablhty

,‘

The abov discussion sheds light on the relanonshxp between trends in hxgher education
costs and sticker prices; however, it says little about the affordability of higher education for
those who pay for it. If tuition had doubled over the past decade but incomes tripled during that’
_same time, the general public may not be nearly as concerned about the affordability of higher

education. However, the fact is that by two common measures of income — median household
"income and per capita disposable income — college tuition increased faster than income.

Before turning to a comparison of tuition and income, it is important to reiterate that a
discussion of college affordability must account for the fact that many students do not pay the



total price to attend college. Not only does total price not reflect the full cost of higher education,
because of the subsidies described above, many students do not pay the total price of attendance,
because they receive financial aid. A discussion of college affordability, therefore, must examine
the prices that students actually pay for their education (i.e., after financial aid); which we refer
to in this report as the net price.

Income and net price. Two calculations of net price are presented here since they
represent two fairly different concepts. The first calculation only subtracts grants from the total
price. The result represents a measure of affordability, the actual amount a student has to pay.
The second calculation subtracts all financial aid (grants, loans, and work-study) from the total |
‘price. The Commxssxon,behcves that this measure represents access to higher education,

- because, even though the loans must be repaid eventually and the student must work to receive
work-study money, w1thout this aid, the student might not be able to get in the door of any

’ lﬂStl[Utlon

Between 1987 and 1996, median family income rose 37 percent and disposable per-capita
income rose 52 percent. During this same period, both measures of net price rose considerably
faster. (See Table 3.) Specifically, the price of attendance minus grants rose |14 percent at
public four-year institutions, 81 percent at private four-year institutions, and 159 percent at.
public two-year institutions. Total price minus all financial aid (grants, loans, and work-study).

" demonstrates a similar pattern: this measure of net price increased 95 percent at four-year
institutions, 64 percent at private four-year institutions, and 169 percent at public two-year

institution.

It is important to note, however, that changes in net price appear to have moderated
between 1993 and 1996. Indeed, for students attending public four-year institutions, our measure
of affordabil ity (total price minus grants) increased only 10 percent for this time period and our
measure of access (total price minus all aid) actually did not increase. Private four-year
institutions followed a similar pattern, with total price minus grants only increasing by 4 percent
between 1993 and 1996 and total price minus all aid declining slightly, by approximately 7
percent. These changes should be interpreted cautiously; sticker price did not increase as fast
relative to median family income or disposable per capita income across this time period as it did
in earlier time periods, but increases nonetheless occurred.  The apparent moderation in net price
can more likely be attributed to increased availability of financial aid, particularlyloans. '

Over the total time period examined, 1987 to 1996, total student aid from all sources -
increased by 128 percent. Although three-quarters of all aid comes from Federal sources, the
largest rate of increase in aid during this period came from institutional sources, which went up
by 178 percent. Within the Federal programs, the lion’s share of the increase was in loan volume
under the guaranteed student-loan programs — the Federal Family Education Loan and Federal
Direct Student Loan (FFEL/FDSL). The number of recipients obtaining loans under these
programs increased by 87 percent between 1987 and 1996. Because a greater number of students
received aid, Federal aid per recipient was less than the increase in aid spending. Average Pell
grant awards, for example, increased 21 percent, and the FFEL/FDSL awards by 41 percent.



'Tablé, 3: Changes in Total Price of
Attendance and Net Prices, 1987 to 1996

Public - - Private ' Public
Four-year Four-year Two-year
| 1987 1996 1987 1996 1987 1996
Total per-student price $5,146 $10,759 $10,896 $20,003 $2,808- | $6,761
Percent change e (109%) (84%) , (141%)
Total price minus grants ' $4,385 $9,365 | $8,307 $15,069 | $2,345 $6,067
Percent change : (114%) (81%) {159%)
Total price minus all aid $3,715 $7.262 |  $6,823 ,y $11,205 $2,125 $5,717
Percent change o {(95%) | o (84%) | (169%)

Source: National Postsecondary Student Aid Study, 1996.
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“COST AND PRICE DRIVERS” IN HIGHER EDUCATION |

What lies behind increases in tuition? Several of the issues that Congress asked the
Commission to address point to potential explanations for rising college costs with the
assumption that rising costs.result in rising prices. The “cost drivers” that the Commission
reviewed can be grouped into six categories: (1) financial aid, (2) people, (3) facilities, (4)
technology, (5) regulatlons and (6) expectations. :

Financial Ald The Commission reviewed a numbcr of studies on thc connection
between student financial aid in public and private non-profit institutions of higher education and
costs and prices, and it commissioned two analyses of its own. (Figure 3 describes the major
programs of Federal studcnt ald — grants and work-study, loans, and newly-enacted tax

incentives.)

The Commission finds no evidence to suggest any relationship between the availability of
Federal grants and the costs or prices in these institutions. Less than one student in four receives
. a Federal grant, which pays for less than 10 percent of the total price of attendance in either ‘
sector. And, although the methodology of financial need analysis is tuition-sensitive, the
maximum Pell grant award is cappcd at $3,000.

 The Commission has found no conclusive evidence that loans have contributed to rising
costs and prices. One commissioned paper suggests that Federal loan availability has helped
contribute to rising prices.* Another paper suggests that the capital available through loans has -
allowed colleges to increase their charges — and allowed independent colleges in particular to
maintain enroliment — in ways that would not have been possible otherwise. > The Commission
knows of other studies which come to conclusions opposite to these. This question should be
studlcd in greater. detaxl and with much greater attention to empirical facts

The members of the Commission are, however, unanimously concerned about sharp
" increases in student borrowing. What is unclear is whether these increases have occurred
because (1) higher loan limits and the new “un-subsidized” program permit more borrowing; (2)
more families are choosing to finance college expenses through loans rather than from savings or
- current income; or (3) the price of attending higher education has increased. The Commxss:on s
judgment is that all three factors are probably mvolved :

~ Finally, the Commission looked at the re]ationship between institutional financial aid and
increases in student prices. In this instance, there is slightly stronger evidence that increases in
institutional aid have been one of the cost and price drivers, as institutional aid grew by 178
percent between 1987 and 1996. Since most of the revenue for institutional aid comes from
‘tuition dollars, it seems reasonable to conclude that tuitions could have increased slightly less
had institutions not been putting these revenues into institutional aid. ‘At the same time,
however, had institutions not generated revenue to pay for institutional aid, student borrowing
would have had to increase to maintain access, or access would have had to diminish.’

11



Figure 3
The Comp!ex Picture of Student Financial Aid

The major Federal programs providing financial assistance to students can be thought of in three
categorias: grants, loans and tax incentives of various kinds. Most of these are directed to low- and middie-income

students with financial need.

Grants and Work Study

The Pell Grant Program provides awards of between $400 and $3,000 for low-income students, most of
whom are from families with annual incomes beiow $20 000. This program is funded at $7.34 billion in Fiscal Year
-1998.

The Suppliemental Educational Opportunity Grant Program provides additional grant aid to students
from extrémely low-income families. This program is funded at $614 million in Fiscal Year 1998.

The Federal Work Study Program helps to pay for jobs on- and off-campus as part of need-based
financial aid packages. Unlike the Pell and supplemental grant programs, which are available only to undergraduate
students, Federal Work Study aid aiso assists graduate and professional students This program is funded at $830
miltion in Fiscal Year 1998, .

Loan Programs

A variety of loan programs, many with interest subsrdized and deferred, exist to help cover college costs for
undergraduate, graduate, and professional students. The Perkins Loan Program (formerly the National Defense
Loan Program) provides low-interest loans to low-income students. Perkins Loan funds, which are a combination of
Federal and institutional capital contributions, are administered on campus. Additional loan capital is generated as
collections on prior loans are deposited into the institution’s revolving fund. v

Stafford Loans are available to students from all income levels. Students who demonstrate financial need
are eligible for interest subsidies; students who do not demonstrate need, while not eligible for interest subsidies,
may defer loan and interest payments while in school and under certain other circumstances. PLUS Loans provide
assistance to parents of students of dependent undergraduate students in an amount up to the cost of college
attendance less other financial aid. Both the Stafford and Plus loan programs are available through financial
institutions {Federal Financial Education Loan Program) or directly through the Federal Government {William D. Ford
Direct Loan Prcgram) Roughly two-thirds of $30 biilion in current annual loan volume is provided through the
former, the remaining loan capital is provided by the latter.

Tax !ncentwes

‘The budget agreement hammered out by Congressnonal and White House negotiators in August 1997
provided about $40 billion over five years in tax breaks to help students pay for higher education. They include:

: - Hope Scholarships, aimed at making two years of college universally available, provide a dollar for doilar
nonrefundable tax credit for 100 percent of the first $1,000 of tuition and fees and 50 percent of the second $1,000.
Available for college enroliment after January 1, 1998, the credit phases out for joint filers with incomes between
$80,000 and $100,000, and for single filers between $40,000 and $50,000.

College juniors, seniors and graduate students may receive a nonrefundable 20 pereent tax credit on
the first $5,000 of tuition and fees through 2002 (and the first $10.000, thereafter). To encourage lifslong learning,
the credit is also available to working Americans, The credit, effective after July 1, 1998, is phased out at the same
income levels as the Hope Scholarship. Unlike the Hope Scholarship, the Lifetime Learning Credit is calculated on a
per family, rather than a per student, basis. T

Education and Retirement Savings Accounts allow penalty-free IRA withdrawals for undergraduate and
graduate programs and postsecondary vocational programs In addition, eligible taxpayers can deposit $500

- annually into an education 1RA which will accumuliate e?mmgs tax-free, with no taxes due until withdrawal for
approved purposes,

Other Major Provisions: Workars can exclude $5,250 of employer provided education benefnts from
taxable incomes; eligible taxpayers can deduct up to $2,500 per year of interest paid on education loans and exclude
from taxable income loan amounts forgiven for participating in community service jobs; and taxpayers are exempt
from taxaﬂon on some earnings on pre-paid tuition plans.
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People. Three groups of pcoplc are associated with higher education costs: students;
administrators, and faculty. Changes in the composxtlon of — or policies regardmg — thesc
groups can contrxbutc to rising costs.

Students. Changes in the studcnts who now attend our nation’s colleges and universities
have the potential for increasing institutional costs. In recent years, college campuses have found -
themselves populated with more part-time and older students. Between 1980 and 1994, the
percentage of undergraduates enrolled part-time, for example, increased from 28 percent to 42 .
percent of all students enrolled.® “Nontraditional” students bring with them some nontraditional
needs, such as child care, re-entry counseling, and tutoring; to name but a few possibilities.

Since tuition structures typically do not reflect differing student needs and use of services, the

cost of educating part-time and older students could be i increasing costs. Furthermore, standard

practices of estimating the educational costs per full- time- -equivalent student (e.g., three part-time

~ students are considered equivalent to one full-time student) probably do not capture the real costs
of educating part-time students. :

The need to offer remedial courses to students could also contribute to rising costs.
Approximately 78 percent of all colleges and universities that enroll freshman offered some type
of remedial course (typically reading, writing, or mathematics) in the fall of 1995. Although it is
difficult to provide national estimates of the costs, data for individual institutions exists. For
example, in 1993-94, California spent $9.3 million to provide remedial courses for students on
the 22 campuses of the California State University system, representing just under one percent of
the system’s total budget.”: A Florida legislative report said that, with nearly 70 percent of
community college freshman requiring remedial education courses Florida commumty colleges
are spending $53 million a year providing this type of instruction.?

Increasing accessibility for students with disabilities is also a potential cost driver. While
no one argues the necessity of providing access and related services, the cost is relatively new
and it is real. Estimates of the cost of complying with the Americans with Disabilities Act
(ADA) range from an average of $694,000 for public two-year institutions to $12,867,000 for A
public research mstxtutxons -

Administrators. The need to cmploy more admmxstrators to cover both expanded
services and larger numbers of Federal, state, and local regulations combined thh higher - |
administrative salaries is thought to drive up administrative costs. ‘ k

This contention may be true for the first half of the 1980s, when administrative
expenditures increased as a share of total educational and general (E&G) expenditures, but,
between 1987 and 1994, administrative expenditures either remained the same or fell, as a
percentage of total E&G expenditures. Another way of looking at rising administrative costs is
~ that administrative expenditures per full-time-equivalent (FTE) student increased over 22 percent
between 1979 and 1986, but less than | percent between 1986 and 1993, after adjusting for
inflation. The expendxtures for student services costs increased 16 percent during each of the two
time periods in question.'
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Faculty. Many believe that the labor structure and tenure system of college faculty-drive
up college costs. It is true that higher education is a labor-intensive industry and that changes in
policies that affect the number of faculty required to teach courses as well as the types of faculty
hired (part-time vs. full-time, tenured vs. non-tenured) have an impact on an institution’s cost of

' prov1dmg education.

There is little evidence to suggest, however, that changes in faculty hiring practices or
workload have driven up college costs in the past decade. In fact, there has been movement in
the opposite direction. In an effort to control costs, institutions have hired more part-time and

- non-tenured faculty and increased the number of hours faculty spend in the classroom: the

proportion of part-time faculty and staff employed by colleges and universities increased from 33
percent of all instructional faculty and staff in 1987 t0.42 percent in.1992. In the same period,
the percentage of instructional faculty and staff with tenure declined from 58 to 54 percent. And,

the reported number of student contact hours at all institutions mcreased from 300 in 1987 to 337
~in 1992." :

Facilities. Growth in higher education enrollments over the past 30 years has
meant that colleges and universities have had to construct new. classrooms, |aboratories,
and dormitories to accommodate students. Serving students with special needs has also
meant that higher education institutions have had to redesign classrooms, dormltorles
and other public spaces. :

Looking to the future with regard to campus facilities’ needs does not provide a
rosy picture. A 1997 study completed by the Association of Higher Education Facilities
Officers, the National Association of College and University Business Officers, and Sallie
Mae estimates deferred maintenance costs for all campus facilities to be approximately

- 826 billion. Facilities could thus become a major cost driver in the next decade.

Technology. The percentages of courses using technology in a variety of
capacities has risen significantly just since 1994."* Institutions must provide equipment
for faculty and students as well as the infrastructure to accommodate it. Given the age of
many campus buildings and the state of the infrastructure to support this equipment, this
expense is substantial. ‘ ~ ‘

To cover the costs of technology, some campuses have instituted mandatory -
tomputer/instructional technoiogy fees, thus passing on some of the costs to students.

ublic universities." It appears that increasing costs for technology almost certamly
translate into higher prices charged to students.

: ,g‘hcse fees ranged from an average of $55 per student in community colleges to $140 in

A]though technology holds prornise for making educational operations more-
efficient and less costly, there is no evidence to date to indicate that the use of technology '
in higher education has resulted in widespread cost savings to colleges and universities.



Regulations. ' The number and types of regulations with which colleges and
universities are asked to comply have grown rapidly in recent years. Complying with
these regulations costs money. The Federal government regulates colleges and _
universities through a maze of mandates covering personnel, students, laboratory animals, -
buildings, and the environment. Stanford University, for example, estimates that the )
university incurs approximately $20 million a year (or 7 5 cents of every tuition dollar) i m

-costs related to complymg with a range of regulanons :

The cost of ‘accreditation has also increased in recent years. There has been
significant growth in the number of accrediting bodies, particularly specialized ones.
Currently, accrediting activities are undertaken by approximately 60 specialized agencies
.overseeing more than 100 different types of academic programs. Institutions report that
the self-study procedures involved with these accrediting efforts overlap and duplicate -
one émother and absorb large amounts of faculty and a‘dministrator time.

Expectatxons Less concrete than the other cost and price drivers are changmg
‘expectations about quality. Prospective students. visiting college campuses today expect
- to see gyms equipped with state-of-the-art exercise equipment and facilities.  Students
also expect a complete range of course offerings, dormitories that are wired for computers
as well as stereo equipment, and specialized counselors who can advise on personal as
- well as career and job placement matters. The changing student population has also
brought changing expectations to campus. Parents look for child care on campus; older
students returning to college anticipate counseling relevant to their interests; and part-
time students who work during the day expect courses (and administrative services) to be-
available on evenings and weekends. These changing expectations cost money.

The expectations of faculty and administrators have also been changing. The
curriculum has become more specialized and institutions now support entire disciplines
that did not exist a generation or two ago. Many faculty also prefer to teach only certain
courses, or to restrict their undergraduate teaching to upper-division courses. And, in
many institutions, faculty also expect the umversnty to provide space, equlpment and
- time for their research.

Many of these expectations — from pareizts and students and administrators and
aculty members — are perfectly reasonable standing alone. But in combination, the
accumulated effect of these expectanons is contmual institutional pressure to increase

» 3pendmg
The Opaque Relatlonshlp between Costs and Pnces

, A number of dlfferem factors contribute to increasmg higher education costs.’
However, linking specific cost increases to price increases is a tricky matter: Quite
simply, the available data on higher education expenditures and revenues make it difficult
to ascertain direct relationships among cost drivers and increases in the prlce of higher’
educatlon : '
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: Instxtutxons of higher educanon even to most people in the academy, are
financially opaque. Academic institutions have made little effort, either on campus or
off, to make themselves more transparent, to explain their finances. . As a result, there is

‘no readily available information about college costs and prices — nor is there a common

national reporting standard for either. ‘(‘Nrational does k‘no't mean Federal; it means a
standard that is understood and commonly accepted in the profession.) Indeed,

- differences in financial reporting standards that have evolved in the current environment

of quasi-self-regulation contribute to confusion about how to measure costs in a
straightforward way. Colleges report on financial standards using one methodology;
report expenditures using another; and conform to govcmment cost- recovcry pr1nc1ples

with yet a thlrd

What, the Commission can assert, however, is a basic fact about academic finance:.

“Virtually no activity, other than self-supporting auxiliary enterprises such as dormitories and

cafeterias, generates enough revenue to pay for itself. Everything is “subsidized” to a greater or

lesser extent, either through tax revenues, endowment income, or private giving.

In addition, there are wide divsparities in expenditure levels between and among different

. instructional levels and disciplines. For example, courses in the “hard” sciences typically are

more expensive to offer than courses in the humanities or social sciences. Yet most institutions

do not charge higher tuition for higher cost programs, and lab fees (when assessed) barely begin

to cover the costs. Or, to take another example, it is clear that on most campuses undergraduate
instruction usually, but not always, costs less to provide than graduate education. But differences

“in tuition and fee levels for undergraduate and graduate courses of study generally do not reflect

the true cost dlffcrcntlal

The truth is that institutions prefer not to look too hard at these matters, both because a
broad-based curriculum is a desirable thing in and of ltself and bccause of a desire to base

_decisions on quallty and notoncosts. ,

This 'Cbmmissioh,‘ therefore, finds itself in the discomfiting position of acknowledging
that the nation’s academic institutions, justly renowned for their ability to analyze practically
every other major economic activity in the United States, have not devoted similar analytic
attention to their own internal financial structures. BleTed, until recently, with sufficient

~ resources that allowed questions about costs or internal|cross-subsidies to be avoided, academic

institutions now find themselves confronting hard questions about whether their spending
patterns match their pl‘lOI’lthS and about how to comrnu?‘licatc the choices they have made to the

* public.
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* CONVICTIONS AND RECOMMENDATIONS

; Based on its review of college affordabllxty, this Commlss:on has arrlved at fwe key
convictions about the college cost and pnce crisis:

Conviction 1: The concern ab(mt rising college prices is real. The Commission has
observed the anxiety in parents’ faces as they talk about the price of sending their children to
college. People consider a college degree as essential to their children’s future, as something of
great value because it promises their children a better life. - And, they also worry that access and
opportunity are slipping away. These are genuine public fears to which academic institutions

must rcspond

Although concerns and perceptions about price are not entlrely wrong, they are not
always based on sound factual information. ‘Moreover, as we have noted, institutions of higher.
education are not always fiscally transparent. Academic leaders must address these issues.

Here, however, academic institutions face a genuine challenge. Itis quite clear from =
parents this Commission-talked with, that many members of the general public have little interest
“in complicated explanations of higher education finance. Asimportant as these matters are for =

institutional leaders, parents are interested simply in what they will have to pay when their
children go to college — indeed if they can afford to send them at all. In responding to public
concerns about prices, academic leaders must provide information that is comprehensive,
comprehcnsiblc, accessible, and persuasive. :

' Conviction 2 The public and its leaders are concemed about where higher
education places its priorities. We have relearned something most academic leaders always
knew: hi gher education costs are driven by people and by how these pcople spend thexr time.

But, bccause academic 1nst1tut10ns do not account dnffercntly for time spent directly in the
classroom and time spent on other teaching and research activities, it is almost impossible to
explain to the public how individuals employed 1? higher education use their time. .
Consequently, the public and public officials findtit hard to be confident that academic leaders
allocate resources effectively and well. Questions about costs and their allbcation to research,

- service, and teaching are hard to discuss in simplé straightforward ways — and the conncctlon
between these activities and student learning is difficult to draw. In responding to this growing
concern, academic leaders have been hampered by poor information and sometimes inclined to .
take i1ssue with those who asked for better data. Academic institutions need much better
definitions and measures of how faculty members, administrators, and students use their time.

The skepticism underlying this concern about where higher ¢di1cati6n places its priorities

is a major consequence of higher education’s inability to explain its cost and price structure
convincingly to the public. Some cost data are unavailable;. much of the information that is
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provided is hard to understand. College finances are far too opaque. Higher education has a
major responsibility to make its cost and price structures much more “transparent i.e., easily

understandable to the pubhc and its representatwes

Conviction 3: Confusnon about cost and prlce abounds and the dlstmctmn between

the two must be recognized and respected. Issues of cost, price, subsidy, and net price have
_been difficult for the members of this Commission to master. They are equally, if not more

confusing to members of the public. These are complex topics, and higher education must strive
continuously to clarify and communicate them clearly and candidly.

Beyond that; American families are confused and poorly informed — not only about costs
and prices, but also about the entire matter of how to access higher educauon and its comphcated

system of financial aid. .

, The‘ Commission believes that the message about prices (what students and families
actually pay) is more encouraging than much of the public dialogue acknowledges, even if it is
not entirely comforting. Moreover, the increase in the price students are asked to pay has begun
to moderate in recent years. Academic institutions must continue their efforts to control costs —
and hence prices — or risk the unpalatable alternative of government mterventlon

Conviction 4: Rising costs are just as troubling a policy issue as rising prices. This
Commission is concerned because institutional costs (not just prices) are also rising. Unless cost.

increases are reduced, prices in the long run cannot be contained without undermmln g quahty or

hmmng access.

Some of the factors behind these cost increases can be understood and-explained. As
noted previously, tuition ténds to go up as public subsidies go down. Administrative costs have
increased as a share of total expenditures.” The expense of building or renovating facilities and
of acquiring and implementing modern technologies has the potential of becoming a significant
cost driver.'® The cost of providing institutional aid (or discounting tuition sticker prices) for

- needy students increased by nearly 180 percent in the ten years between 1987-88 and 1996-97."

Fedcra state, and local laws, regulatlons and mandates have undoubtedly added to academic
costs T , g . -

. Some policymakers WOrry that Federal financial aid might have encouragéd tuition

increases. This Commission is confident that Federal grants have not had such an effect, at either

public or private institutions. The Commission believes no conclusive evidence exists with
respect to Federal loans and beheves this issue deserves serious and in- depth addltlenal study

Aside from such genera] observations, theCommission does not have solid information

to help identify specific factors driving cost and price increases. The simple truth is that no

single factor can be identified to explain how and why college costs rise. The Commission
suspects that part of the underlying dynamic is the search for academic prestige and the academic
reward systems governing higher education. This institutional emphasis on academic status is
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reinforced by a system of regional and specialized accreditation that often encourages’ increased

- expenditures by practically every institution.

The complexity of the interrelationships among these and other factors convinces the
Commission that policymakers should avoid simple, one-size-fits-all solutions to the challenge
of controlling or reducing college costs. Costs are increasing for a variety of reasons. The
response to these mixed and subtle causes, must be similarly mixed and sophisticated.

Conviction 5: The United States has a world-class system of higher education. The
United States has a diverse system, one that provides more opportunities to acquire a high-quality
education, for citizens of all ages and backgrounds, than any other society. American higher
education is a public and a private good. American academic institutions represent an
investmient in the nation’s future, one that yields dividends every day, for both individuals and
society. It is little wonder that the world has beaten a path to the door of the Amencan
umversny : -

Nonetheless, Academic leaders cannot take the continued pre-eminence of their .
institutions for granted. Although it requires a long time to build an outstanding nationwide
system of higher education, such a system can deteriorate very rapidly. In the Commission’s
judgment, one of the few things capable of precipitating such a decline in the United States
would be an erosion of public trust so serious that it undermined ongoing financial support for
the nation’s academic enterprise. Continued inattention to the imperative to make academic
institutions more financially transparent threatens just such an erosion.

Recommendations: An Action Agenda

The Commission believes its analysis of some of the national data about higher education
finance has broken new ground, especially in clarifying the connections between and among cost,
price, subsidy, and affordability. Nevertheless, the best national data are insufficient to provide
the kind of clear information on these trends that policymakers and the general public need. For
example, the terms of analysis used by different parties are not always consistently defined:"
institutional costs and student costs are two different things; prices and costs are not the same;
and prices charged and prices paid often bear little relationship to each other. :

 The persistent blurring of terms (both within and beyond higher education) contributes to
system-wide difficulties in clarifying the relationship between cost and quality; defining the
difference between price and cost; distinguishing between what institutions charge and what
students pay; and ultimately to systemic difficu]ties in controlling costs and prices.

If we are to clarxfy these relanonshlps and control expenses, several things must happen.
Academic institutions should start to use these terms systematically and regularly; policymakers
must realize that costs and subsidies need to be better managed if prices are to be controlled; and
academic leaders must acknowledge that, before they can manage costs and explain prices to the
public, they themselves have to do a better job of measuring and understanding both.
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The Commission organizes its recommendations around a five-part action agenda
grounded in the concept of shared responsibility. Many different participants have contributed to
the academic cost dilemma; all of them must be involved in resolving it. In the Commission’s
view, these actors have a shared responsibility for achieving five policy goals:

strengthening institutional cost control;

improving market information and pubhc accountablllty,
deregulating higher education; :

rethinking accreditation; and

enhancing and sxmphfymg Federal student ald

Sharing Responsnbxhty. The Commission is convmced that many different stakeholders
have contributed to the college cost and price crisis; consequently, all of them will have to
contribute to the solutions. We believe institutions of higher education, government at all levels
— Federal, state and local — the philanthropic community, and families and students have
essential and complementary roles to play in maintaining affordable, high-quality education well
into the future. Each of these stakeholders in some fashion influences or subsidizes the cost and

price of American higher education. They have a common obligation to respond to the issues

outlined in this report: Government needs to invest in higher education as a public good;
foundations should continue to support policy research and the search for innovation; parents
should be prepared to pay their fair share of college expenses; and students should arrive at

~ college prepared for college-level work.

But without doubt, the greatest benefits depend on academic institutions shouldering their
responsibility to contain costs, and ultimately prices. Although the responsibility for controlling
costs and pnces is widely shared, the major onus rests with the higher educatlon community
:tself ' :

omane ang——r—" -
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L Siren’gthen Institutidnal Cost Control

THE COMMISSION RECOMMENDS that academic institutions intensify
their efforts to control costs and increase institutional productivity.

The Commission is convinced that academic institutions have done a lot to control costs
but they must achieve more in the way of cost containment and productivity improvement. The
drive for greater efficiency, productivity, and fiscal transparency requires an expanded definition

of academic citizenship, one that is broadly participatory, mvolvmg faculty, administrators,

students, staff, and trustees.

The effort the Commission is calling for should challenge the basic assumptions ‘
governing how institutions think about quality and costs. This will require a greater willingness
to focus institutional resources on a few priority areas where excellence can be sustained. It

. should include new cost saving partnerships among institutions.

The Commission believes it is impossiblc‘to formulate an effective single set of directives

" on cost control applicable to the diverse institutional settings and missions of American colleges

and universities. The responsibility for cost control, like the responsibility for quality
improvement, must be shouldered by each institution.

" In recent years, American colleges and universities have made major efforts to reduce
expenditures and control costs.'” The Commission applauds this progress; however, it also
believes that much more must be accomplished. To do so, the academic community must focus
sustained attention on its own internal financial structures, the bétter to understand and ultlmatcly
control costs and prices. To that end, the Commission makes ten implementing
recommendations to strengthen cost control and improve institutional productivity.

’ Impla{nenting Recommendations:

f 1. Individual institutions, acting with technical support from appropriate higher
k “education associations, should conduct efficiency self-reviews to identify effective
’ cost-saving steps that are relevant to institutional mission and quality improvement.

2. Academic leaders should communicate the results of these self-reviews widely,
providing the campus community and institutional constituents with information on
issues such as administrative costs, faculty teaching loads, average class size, faculty
and student ratios, facilities management, and expenditures on.technology.
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The Commission recommends the creation of a national effort led by institutions of

| higher education, the philanthropic community, and others to study and consider

alternative approaches to collegiate instruction which might improve productivity and
efficiency. The Commission believes significant gains in productivity and efficiency

- can be made through the basic way institutions deliver most instruction, i.e., faculty

members meeting with groups of students at regularly scheduled times and places. It
also believes that alternative approaches to collegiate instruction deserve further '
study. Such a study should consider ways to focus on the results of student learning
regardless of time spent in the traditional classroom setting.

The Commission recommends similar national attention be devoted to developing

‘new alternative approaches to thinking about faculty careers, be ginning with graduate

school education and extending to tenure and post-tenure review. These should
explicitly consider the many ways in which tenure policies vary across institutions.

The Commission recommends greater institutional and regional cooperation in using
existing facilities at institutions of higher education. Implementation of this

‘recommendation will vary within and across states. Whenever expansion of higher

education is contemplated, the existing capacity of all institutions should be
considered, including the promotion of greater access through financial aid.

The Commission recommends maximizing the opportunity for cost savings through
joint campus purchase of goods and services and joint use of facilities, pursuing these
opportunities through many different kinds of partnerships. Where necessary, states
should consider statutory changes to make such partnerships possible.

The Commission recommends greater use of consortia and joint planning to
maximize access to expensive academic programs. While acknowledging that some
inefficiencies and redundancies are inevitable in America’s diverse and decentralized

- system of higher education, the Commission believes that greater emphasis on.

consortia and joint planning offers significant opportunities for cost control. In states
and regions with large numbers of institutions, creative ways need to be found to
make the programmatic variety of each campus avaijlable to as many students as

_possible.

The Commission recommends that the philanthropikc community, research institutes,
and agencies of state and local government adopt the topic of academic cost control as
a research area worthy of major financial support. fn addition to grants to support
efforts to undertake such changes, best-practice and reccgmtlon -award programs
should be establxshed and supported

As part of the recognition-award effort, the National Association of College and
University Business Officers should, in consultation with major higher education -
associations, develop programs that publicize innovative institutional practices that
help control costs. As part of this effort, higher education associations should jointly
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seek foundanon support for annual awards to public and mdependent colleges and
umversmes that have pioneered cost-management strategles <

10. Finally, we urge Congress to support academic effons to. control costs and i 1mprove
productivity by:

a) amendmg Public Law 100-10’7 (which created the Malcolm Baldrlge Award to
recognize continuous quality improvement in the corporate sector) to include

_ education; and :
b) authorizing in the next reauthorizing cycle the U.S. Department of Education’s
Fund for the Improvement of Post.Secondary Education (FIPSE) to continue
to offer financial support for projects addressing issues of productmty,
efficiency, quahty improvement, and cost control.. »
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I1. Improve Market Information and Public Aecountability

THE COMMISSION RECOMMENDS that the academic community provide
the leadership required to develop better consumer information about costs and
* prices and to improve accountability to the general public. '

The Commission is convinced that both policymakers and the general public need more
useful, accurate, timely, and understandable information on college costs, prices, and the

- different subsidies that benefit all students. Leadership for this effort should come from the

academy, from both institutions and higher education associations; but to be really effective of
the entire thrust requires a partnership engaging appropriate Federal agencies, states, leaders of
the press and electronic media, and the private sector. '

For policymakers and the general public to act in a well-inforried manner, more timely

- and reliable data are essential. The Commission was troubled by the sheer amount of incomplete

and outdated information available from academic and government sources. Terms of analysis
like cost, price, and subsidy are not clearly defined or generally understood. Financial standards,
expenditure reports, and cost-recovery principles all rely on different methodologies. Thére is no
common national reporting standard to measure costs or prices.

What is required, first, are comprehensive, easy-to-understand analyses of cost and price
issues for different types of institutions by sector (e.g., pub]1c and private institutions, two- and
four-year, with distinctions between four-year colleges and universities). These analyses should
then be transformed mto handbooks, avallable to the pub]1c that provide the followmg cost and

_price information:

‘.

e the cost of educating students (1 e., the tota] institutional expendlture — capltal costs
included — to provide the educatlon)
e actual tuition charges (i.e., sticker prlces)
e the general subsidy (i.e., the cost minus the tuition charge)
e instructional costs by level of instruction; :
o the total price of attendance (i.e., tuition, fees and other expenses)
e anet price “affordability” measure (i.e., total price minus grants); and -
‘ e anetprice “accessibility” measure (i.e., total price minus all financial aid).

Although the Commission was not always able to obtain complete data on all these
issues, the approach outlined above is consistent with the one used in this report. The
Commission is convinced that these materials should also include information on financial-aid
availability and options along with information on different types of institutions and their.
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different price structures. - To the extent possible, information should also include total and net

prices for full- and part-time, dependent and independent students.

Above all, to be useful, these data should be issued annually. The aim is to provide up-
to-date information and illustrate how all potential students — but especially those of limited
financial means — can gain access to high-quality postsecondary education. The Commission

understands that new accounting standards have been developed for private institutions and are -
~ currently being developed for public institutions. Further, the Commission is aware of efforts

underway to redesign the Department of Education’s Integrated Postsecondary Education Data
Survey (IPEDS) to make it compatible with such standards. The recommendations below are’
offered to emphasize the Commission’s belief in the importance of these efforts to the
Commission’s call for institutions of higher education to become more fiscally transparent, that

~ is, more straightforward in describing to the publlc where they get their money and how they

spend it.

‘To that end, the Commission makes eight 1mplementmg recommcndatlons de31 gned to
improve market information and public accountability.

Implementing Recommendations:

1. The Commission calls on the higher education community to take the lead in
organizing a major public-awareness campaign to inform the public about the actual
price of a postsecondary education, the returns on this mvestment and family
preparation for college. :

2. The Commission recommends that individual institutions of higher education
-annually issue to their constituent families and students information on costs, prices;
and subsxdxes in the way the Commuission has approached these issues m this report.

3. The Commission recommends that the U S. Department of Education collect and

make available for analysis not only annual tuition and price data but also mformatlon

~on the relatlonshlp between tumon and institutional expendltures

4. The Commission strongly encourages multxpie agencnes in the'pnvate sector to use
those data for developing college-cost reports or handbooks that are widely

disseminated to ‘prospective students, their parents, and the media — in print and over

the Internet.

5. The Commission recommends that, where necessary, the format of existing
governmental and private higher education data-collection systems and financial
reports be modified to allow for collecting and reporting information that calculates
costs, prices, and submdxes the way the Comm:ssnon has approached them in this

_ document : '

6. In that regard, IPEDS should be redesigned to collect such iﬁformation. It can theﬁ be
made available to any person or institution, in a form that is comparable for public
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and private institutions. The redesigned survey should include estimates of direct
instructional costs by level of instruction, capital expenditures, and the replacement
value of capital assets. It should also be expanded to.improve data (and data
comparability) on faculty compensation and workload as well as on factors related to -

admmlstranve eff1c1ency

. The Commission urges the national accounting standards bodies for institutions of

~ higher education (The Financial Accounting Standards Board for private institutions
and the Government Accounting Standards Board for public institutions) take '
whatever steps are necessary to assure that the financial reports of these institutions
offer fiscally transparent information about college finances that allow for valid
comparisons between public and private institutions.

. The Commission recommends the following with respect to the collectiQn and
-analysis of different kinds of data, particularly financial data:

a) The National Center for Education Statistics, working with the appropriate
organizations, especially higher education associations, should redouble its
efforts to ensure that institutions respond in a timely manner to surveys and
that survey data are edited and released in a timely manner.

b) The National Center for Education Statistics should take steps to understand
how institutions respond to the IPEDS financial survey, particularly given
changes in accounting and reporting standards for private, not-for-profit-
institutions. This is necessary because there are several acknowledged
inconsistencies in the way mstxmnons report the information they are required

- to submit.

.¢) The US. Department of Educatxon should undertake a study to gather

comprehensive data on the needs of part-time students, including the actual

costs to the institutions educating high numbers of such students. This study

should be integrated into the Department’s higher education data-collection

efforts. Given increasing numbers of part-time students and reliance on a

formula that equates three part-time students to one full-time student such a

'+ study would provide more accurate and reliable cost measures. ‘

d) The Commission recommends that the U.S. Department of Education
investigate the feasibility of gathering data on proprietary schools and the
students who attend them.

T opp——— e
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III. Deregulate Higher Education

THE COMMISSION RECOMMENDS that governments develop new
approaches to academic regulation, approaches that emphasize performance
instead of compliance, and differentiation in place of standardization.

Members of the Commission believe that institutions of higher education have a
responsibility to be good public citizens, not just in their teaching, research, and service missions,
but also as employers, vendors, and good neighbors in their communities. The Commission is
also aware that a variety of regulations, some accompanying public funding and some

independent of it, are intended to ensure public health and safety or accountability in thc use of

tax dollars. The Commlssxon clearly supports these goals

But the Commission is equally convinced that a frcsh approach to- acadermc regulatlon is
requlred — on the part of government at all levels. This Commission received a lot of testimony

~ about the impact of the regulatory environment on college costs. Academic institutions handling

small amounts of toxic substances, for example, are subject to the same regulations as -
manufacturing enterprises handling the same materials by the ton. Prohibitions against
mandatory retirement ages were imposed on academic institutions in recent years (after several
decades in which colleges and universities had been legislatively exempt from them) without
considering the implications of the change on tenure or maintaining faculty vitality. And
regulations regarding such issues as student privacy, the right of students to examine their
records, and the incidence of crime on campus are redundant and repetitive.

i

New approaches need to be devcloped to ensure pdblic accountability in ways that are

Jless costly and more easily manageable. The Commission believes it is time to replace the
- current command-and-control approach to academic regu]atlon with an approach that emphasizes

performance and accommodates the type and volume of regulation to institutional hlstory, size,

~and needt

Tjo deal with these issues, the Commission presents nine implementing recommendations.
Implementing Recommendations:

I. The Commission recommends the repeal of recently-enacted statutory provisions
(from the Tax-payer Relief Act of 1997) requiring that academic institutions provide
the Internal Revenue Service with personal financial information on enrolled students
and their parents. The Commission believes that the reporting burden this creates for
institutions has the potential to add major administrative costs to an institution’s
budget. While acknowledging the need to ensure reasonable taxpayer compliance
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with IRS provisions, Congress should work with the appropriate representatives of the
higher education community to resolve this issue.

" The Commission recommends that Congress fund a project by the National Research

Council, or some appropriate Federal agency, to develop standards in environmental,
health, and safety areas to provide for differential regulation of industrial facilities, on -

~ the one hand, and research and teaching laboratories and facilities, on the other. The

report should make specific recommendations for statutory and regulatory changes
that are needed to develop such a differential approach.

.. The Commission recommends that, where possible, statutes require agencies to adopt

performance-based models for monitoring compliance rather than command-and-
control regulations that prescribe specific approaches. Likewise, statutes should

-avoid command-and-control language and move toward performance based

requ irements.

The Commission recommends that state and county govemments undertake a
thorough examination of the regulatory requirements they have imposed on academic
institutions, particularly those that go beyond or differ from Federal requirements.
The purpose would be to determine the cost implications of these requirements and
whether their benefits justify the costs they impose. Those deemed to be overly
burdensome should be repealed.

. The Commission recommends that, as Congress and the Executive Branch examine

issues related to the electronic production of information, colleges and universities be
included in the discussions. As both producers and consumers of electronic
information, academic institutions are in a unique central position to provide advice

~ on the complex intellectual property issues mvolved in this area.

The Commission recommends that Congress enact a clanfwatlon to the Age
Discrimination in Employment Act to assure that institutions offermg defined- -
contribution retirement programs are able to offer early retirement incentives to

' tenured faculty members. The Commission endorses pendmg Senate Bill 153, which

would accomplish this purpose.

The Commission recommends that the Higher Education A¢t and accompanying
regulations be rewritten to consolidate provisions related to;the mandated disclosure
of information to students and employees under legxslatlon uch as the Student Right
to Know and Campus Crime and Security Acts ' ’

The Commission recommends achange in'the refund law and implementing
regulations to permit institutions of higher education to require students withdrawing
from programs to sign a wnhdrawal form establishing a firm date of withdrawal for
refund purposes. :
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9. The Commission recommends Congrcss stipulate that institutions with a
demonstrated history of sound financial operations and capable administration be
deemed “fiscally responsible and administratively capable” of meeting the ehglbllxty
requirements under the Higher Education Act. Evidence of such a sound operation
could include a showing that the institution is a public institution (i.e., state
controlled); that it has been in continuous existence since November 8, 1965 (the date
of enactment of the Higher Education Act); or that is has participated successfully in
Title IV programs for ten years or longer. Congress and the U.S. Department of .
Education might consider adopting the principles of the Federal Trade Comrmssron $
successful voluntary comphancc programs
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IV. Rethink Accreditation

THE COMMISSION RECOMMENDS that the academic community develop
well-coordinated, efficient accrediting processes that relate rinstitutional :
productivity to effectiveness in improving student learning. '

Accreditation is an honored and essential part of higher education. It assures the
education community and the public, as well as funding agencies, that the institutions they are -
attending or supporting merit their confidence. In addition, it provides a useful tool for-

' institutional self-study and accountability that would be inappropriate to government.

Accreditation strives to assure educational quality and institutional integrity. Basic to the

- accreditation process are periodic self-studies that evaluate an institution or program in light of

publicly-stated objectives — and peer evaluation of those self-studies by a visiting team of
academic colleagues. Accreditation seeks not only to judge and assure quality and integrity, but
to promote improvement through continuous self-study and evaluation. Regional associations
accredit an institution as a whole, while specialized accrediting groups accredit specific
educational programs within an institution. : B
The Commission recognizes and encourages the movement underway at all six regional
accrediting associations to focus more on assessing student achievement. Accreditation bodies
— both regional and specialized — have been inclined to emphasize traditional resource
measures as proxies for quality. Such traditional measures are often difficult to link to

" demonstrated student achievement. Specialized or professional accreditation has, for the most

part, continued to focus on resource measures in making judgments about quality. In fact, to
many campus observers, they appear often to be acting more in the economic interest of the
professions they represent than in the interest of assuring student-achievement.

Moreover, specialized accreditation has, in the eyes of many, taken on a life of its own. It
has become too complicated, occurs too often, and makes the case for additional resources to

~ support programs of mterest to them w1th0ut regard to the impact on the welfare of the entire

lnStltUthn

- Today, some 60 specialized accrediting agencies oversee more than 100 different
academic programs — ranging from architecture, business, and engineering to journalism, law,
medicine, and far beyond. The time-consuming self-study procedures involved with specialized
accreditation, the focus on-additional resources without regard to their connection to student
learning or the welfare of the larger institution, and the expensive duphcatlon involved with
different entities, increase red tape and drive up costs.
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V. Enhance and Simplify Federal Student Aid |

THE COMMISSION RECOMMENDS that Congress continue the existing
student aid programs and simplify and improve the ﬁn‘qncial aid delivery system.

Despite the complexity of the current Federal student-aid system of grants, loans, -

campus-based aid, and tax benefits, it provides crucial support to students from widely varying
- personal and financial circumstances. There is value in preserving the current mix of programs
 that enhance student choice among a variety of institutions. Nevertheless, the manner in which .
that aid i is delivered confuses students and families, and, despite its variety, the aid system
struggles to serve the diverse needs of the many different types of students now attending
_ postsecondary institutions. Meanwhile, student aid regulations from the U.S. Department of
Education are so extensive, internally inconsistent, and excessive that it is almost impossible for
" any college, university or other financial aid prowder in the country to be sure it is ever in full

compliance. - -

" To maintain a strong Federal financial aid system that will improve access to higher
education and make it more affordable to students and families, the Commxssxon makes exght
implementing recommendatxons

Implementing Recommendations:

1., The Commission recommends that Congress continue the existing Federal grant, loan,
and campus-based financial aid programs and where possible, strengthcn them and
‘provide additional resources. }

2. The Commlssmn recommends that Congrcss simplify and 1mprove the studcnt
~ financial-aid delivery system. This system should have as its primary goals
. improving the level of service to students and program participants; reducing the costs
. of administering Federal student-aid programs; increasing accountability; and
' k providing greater flexibility in managing the functions and operations of the grant
| loan and campus- bascd and programs

3* As part of the effort to streamline aid, the Commission supports involvement of the
- U.S. Department of Education in efforts to develop Electronic Data Interchange (EDI)
standards and other experiments in the use of modern technologxes for 1nformanon
sharing among institutions. ~

4. The Comrmssmn recommends that Congress monitor the effectzveness of the new
higher education and lifelong-learning tax provisions to determine what effect they
‘have on access, the nature of student financial assistance, and institutional decisions
about awards of institutional aid and campus-based financial aid. -
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. The Commission recommends that Congress investigate the feasibility of broadening’
- eligibility requirements for Federal student aid to include students attending less than
“half time. Federal aid should also become more flexiblé to meet a variety of student
circumstances, including accelerated degree completion and year-round eligibility for
- part-time students and lifelong learners. ' o '

. The Commission recommends that the Secretary of Education be required to review
and simplify the Department’s financial aid regulations, procedures, and forms,
 especially forms that families must complete to apply for financial aid. Institutional
compliance with regulations and procedures is now extraordinarily difficult and.

- expensive because of the inconsistencies and redundancnes in statutes and regulations.

The Commission recommends that the U S Department of Educatlon con51der
expanding and strengthening the “ case management” approach to eligibility-and
compliance issues associated with the Higher Education Act. This will allow the
Department and institutions of higher education to consider simultaneously issues like
institutional audit, program review, and re-certification, thereby allowing both to

~ better coordmate the use of resources and potennal]y reduce costs :

' The Cornnussmn recommends that Congress requlre the Program Rewew branch of
the U.S. Department of Education to make available to every institution certified for
Title IV participation, a complete, non- -redacted copy of its review guidelines and
procedures. The Higher Education Act should also be amended to permlt institutions
to cure inadvertent errors thhout penalty
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. A WORD TO STUDENTS AND FAMILIES |

Finally, this Commission wants to speak directly to students and their families. We
realize that decisions about selecting a college and paying for a college education present tough
choices to American families. Our system of higher education is big, diverse, and full of
opportunity, but making good decisions about college requires information and preparation.
Early in the high school years; students and their families need to be asking questions about what
they value and want the most from higher education, What type of school are you looking for?
What 15 most important to you? Who has the information you need and wherc can you find it?

Selecting th_e.right college takes work and the,selecnon process-must begin with the
family’s own assessment of what it wants. Parents and students need to remember that “more

expensive” does not always mean “better.” And, just because a school ranks high on a

“reputational” survey, does not mean your son or daughter will be happy there.

Beyond that, preparation for college starts with families and students working together on
the academic preparation necessary for a successful college experience. The first semester of the
senior year is too late to begin laying this foundation. Families and students must begin with a
solid foundation in elementary school. The next step is taken when they. begin to plan fora
rigorous course of study in high school, preferably one that involves four years of college-
preparatory English and mathematics, and three years each of science, history and social studies,
and foreign language. Once the program is defined, success depends on students really
concentrating on their schoolwork and getting the support they need from family and teachers.

The members of this Commission also understand the anxiety involved when families
face the prospect of paying for a college education. We do not dismiss it; in no way do we
minimize it. On the contrary, all the recommendations in this document were developed with
one goal-in mind: to keep open the door of higher education by maintaining access at prices -
students and families can afford. '

But institutions, governments, and the philanthropic and higher education communities
can only do so much. Students and families have a responsibility to do their part as well.

. Because a major beneficiary of a college education is the individual involved, those with a

genuine commitment to their future rightfully shoulder part of the load.

- The weight of that load can be substantially lessened with careful financial planning.
Families obviously need better information in order to plan well; this Commission has laid out an
action agenda to provide much of the needed information. A number of states offer widely-

" . publicized tuition pre-payment plans, and financial institutions are eager to encourage regular

-savings and investment for higher education. Moreover, the 1997 budget agreement incorporated

many attractive new tax features to encourage parents to lay aside funds for their children’s’
education — including permission to establish tax-deferred educational accounts and to
withdraw IRA funds for educational purposes. Combined with the widespread availability of
grants and loans, the establishment of new Hope Scholarships, and provisions for tax credits for
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upperclassmen and women, these new provisions promise to brlng a bacca laureate educatlon
within the grasp of practlca]ly everyone. '

Most families need to become better informed about these possibilities, and those with
the financial means should make an effort to set aside something for their children’s future. The
Commission encourages them to do so, confident that higher education is not just an expense but
also an investment. The long-term fmancnal return on ‘the investment far exceeds the price

students and families pay
Next Steps: Putting it All Together

Those, then, are the Commission’s recommendations. They constitute a framework of
shared responsibility to control institutional costs, improve market information and public

Vaccountability,. deregulate higher education, redesign accreditation, and enhance and simplify

Federal financial aid.

Developing recommendations is easier than implementing them. Reports do not -
implement themselves, but must be put into practice by policymakers, members of the academic
community, and citizens. Unfortunately, most reports of this nature rest unread on bookshelves.
If that becomes the fate of this document and its recommendations, financial support for higher
education could erode and others may step in to impose their own regulatory solutions.

The first step to implementing these recommendations is really in the nature of a plea.
Everyone must shoulder his or her share of the burden of improving the situation described
herein. If academic leaders, policymakers, and the general public satisfy themselves by blaming
others, the situation will not change. All of us together must rise above polemics. We must
avoid oversimplification. We believe it is time for straight talk about college costs and prices.
To maintain access to higher education at a reasonable price, everyone will have to do more,
make sacrifices, and work harder. There is ample work ahead for everyone.

The second step is to move forward with the recommendations outlined above. The
Commission’s charge from Congress was really quite simple: develop a set of recommendations
to help keep college education affordable in the United States. No report can guarantee that
result. But the steps outlined in this one point the nation, its educational leaders, its citizens, and
its public officials in the right direction.

The third step is to continue the research, at both a technical and a policy level, on issues
identified in this report and enumerated in Appendix A, The Unfinished Agenda. We believe we

- have made good progress in shedding new light on questions of cost, price and affordability. Yet

much more can and needs to be done to continue research before we or others can claim to fully

- understand our own enterprise.

The entire Commission has learned during this study process that the profile of America’s
college students is changing profoundly. As noted in the text, more students are older, attending
part time while working, first generation college attendees, lower income, and ethnically diverse.
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At the same time, there is a growing wave of more traditional full time 18-22 year olds headed
toward our unijversities. Therefore, it is essential that the academic and political communities
learn a great deal more about these trends, and then adjust major state and Federal programs
accordingly. ' ' : " L .

DR RR KRR KRR KRR

e

: 35"



TmYnw s

o Appendicgs -

Unfinished Agenda . - 3g
Technical Appendix 40
Cﬁmnﬁssiéﬂer Biographies, . 45
ExpertPapers. . .. 52
'Cdnsﬁltanté,,_.,‘,,.-_...‘ ...... SO USRS SIS UURSOUUTUTE 53

37



APPENDIX A: THE UNFINISHED AGENDA

Colleges and universities are complex institutions serving millions of students. In the relatively short period of time
. since the establishient of the National Commission on the Cost of Higher Education, numerous issues have been
identified that could contribute to rising college tumons Time, as well as the avai abxhty of data, did not allow for
" the thorough rewew of all of these issues. :

¢ Graduate Education. How_has the price of graduate education changed over time? What are the
. relative costs of graduate education as compared to undergraduate education? How can we distinguish
these costs? Are undergraduate tuitions paying for graduate programs‘? Is the time to obtam a Ph. D

) mcreasmg"

. Part-time Students. How much do part-time students pay to attend a postsecondary institution? What:
_ is their price of attendance? How much and what types-of financial aid do they receive? How much
does it cost institutions to educate part-time students? Do part-time studems need spec1al types of -
serv:ces that dlffer from those of full-time students" .

. .Nontraditional Students. (Often considered to be students over the age of 22 who do not necessarily -
attend full-time; part-time students can be subsumed under nontraditional students). What types of
financial aid do nontraditional students receive? What types of additional supports do they need?

«  Faculty Workload. How do faculty spend their time? How can we improve upon current methods of .
obtaining data on faculty work? How much are they asked to teach? How frequently are faculty able
to substitute activities for actual classroom teachmg‘? Are there more efficient ways to teach"

¢ Persons Who Do not Attend. Why do some high school graduates not pursue a college education?
To what extent do _ﬁnancial concerns keep persons from enrolling?

e ° Proprietary Schools. How much do propnetary students pay to attend ‘their institutions? What does it
© cost a proprietary school to educate students? How much and what types of financial aid do.
proprietary school students receive? Has the availability of Federal aid, both loans and grants,
mﬂuenced tuition growth in propnetary schools?” . L ) . .

B

. Costs and Quahty To what extent are changes in hxghcr educat:on costs related to changes in the
quality of higher education? How are higher educatton products affected by changes in costs? How .
‘can quahty be 1mproved and costs reduced? L -
. ‘Technology. How can advances in technology change the dellvery of 1gher educanon" How can
technology help colleges and universities to reduce their costs? : : '

LN Saving to Pay for College. How can studeo[s and their families save more efficiently to pay for
- college? What types of incentives might’encourage families to save? "‘ :

L ngher Educat:on and the Busmess Commumty How can busmesses become more mvolved to help
reduce some of the costs of higher educatnon” To what extent are busmesses curremly provzdmg :
tuition benefits for employees? : : :

. Remedial Education. What does it cost colleges and universities to offer remedial education? How
can higher education work with elementary and secondary schools to ensure that studems are better
~prepared for college work? : o



" Tuition Remxssnon. Does offenng faculty tuition remxssnon for family members drive msmuuonal
_costs up? . ,

Informatmn Needs. What kmds of mformauon and publtcauons would asmst parents and students to 1
make mformed decmmns about attendmg college‘? ‘

39



" APPENDIX B: TECHNICAL NOTE

-Most of the data contained in thrs report were prevrously published elsewhere “The reader should consult
the original sources for further details concerning cited data. Several of the tables do contain original tabulations of
. recent coliege cost. and price trends (Issue 1). This technical note provides information concerning how these figures
were derived. It describes: the data sources used to produce these estimates; the classification of students; the
classification of institutions; the method used to estimate what it costs colleges and universities to provide htgher
education to studenits (cost per FTE); and the derivation of “net price” estimates. At the end of this note, several
terms that are used throughout the report are deﬁned o L e

Data Sources

Multiple years of two U.S. Department of Education data sources, the National Postsecondary Student Aid o ‘

Study (NPSAS) and the Integrated Postsecondary Education Data System (IPEDS) were used to estimate trends in.
average college costs and prices. NPSAS data were used to estimate student level information (e.g., tuition and total
price of attendance) and IPEDS data were used to estimate msmuuonal level ﬁgures (e g. enrollment and cost to
institutions of prov1d1ng hlgher education). : :

" NPSAS data are not collected annually. but rather every three years: - 1986-87 1989 90 1992-93, and
1995-96. The Data Analysis Systems (DAS) software and website (http://www.pedar-das.org) maintained by MPR
Associates under contract with the National Cemer for Education Statistics (NCES) were uscd to generate the .

. NPSAS based estimates. . . . ,

“IPEDS finance and enrollment data were combined to derive estimates of the cost of providing higher
education incurred by institutions per full-time-equivalent student. Based on the ongoing work of Gordon Winiston®,
- information concerning how colleges and universities spend their money as reported on the IPEDS financial form
was combined to reflect the fact that these institutions are multi-product entities and produce goods and services
beside instruction. The capital costs associated with the value of the land, buildings, and equipment devoted to
" instruction are also factored into the estimate of the cost of providing higher education. (A more detailed
explanation of this calculation is provided under the “Cost per Student” discussion.) ' '

IPEDS finance data are collected every fiscal year. Finance data from fiscal years 1987,.1990, 1993, and
1996 were desired to correspond with the student level information available from the four waves of NPSAS. Final
finance data are not, however, available for 1996, so data from 1995 and 1993 were used to estimate 1996 figures.
The annual rate of change in the cost of providing instruction observed for each type of institution between 1993 and
1995 was assumed to remain the same through 1996. Comparing the results of this assumption with estimates .
. derived from early release 1996 finance data revealed similar values. Enroliment data from the fall of the academic
years in question were used to calculate full-time-equivalent enroliment (FTE). FTE is defined as the number of ful|~
" -time students plus one third of the number of pan -time studems attendmg a given institution. :

The first three years of IPEDS finance (1987, 1990, and 1993) and fall enrollmentdata( 1986, 1989, and
1992) were acquired via the CASPAR website (http://caspar.nsf.gov). The 1995 ﬁnance and fall 1994 enroliment
V data were acquired through the NCES websue (http !!nces ed. guv) .

Classification of Students

; Data presented in this report are for full-time, full-year dependent students attending a single institution
~only.- These students are considered for financial aid reasons to be financially dependent on their parents. Parental
as welil as the student’s own income and assets are considered in the determination of need-based financial aid,
Approximately 74 percent of full-time, full-year undergraduates were classified as dependent in 1996. While part-

- time or part-year students comprise the majority, 62 percent, of all undergraduates, the price pald by full-time, full-

year students is more readlly mterpreted and compared across years. :
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Classification of Institutions

Insutuuons were classified based on control; publlc or prlvate not-for-profit, and level of degree offered
Trends in prices and costs are estimated separately for public four-year, private four-year, and public two-year -

" institutions. In 1996, approximately 78 percent of all undergraduates attended a public institution; 46 percent were -
in two-year schools, 31 percent attended four-year schools, and the remaining | percent were enrolled in institutions © - .

offering programs lasting less than two years. Public institutions receive a share of current revenue from state -

‘ appropriations; therefore tuition charged state residents at these schools is often consnderably lower than in the
' pnvate sector. . 4 : . : ‘ ,

_ Cost per Student '

As noted above, the derivation of the cost of instruction per full-time-equivalent student draws heavily from
the work of Gordon Winston. Winston's work makes two conceptual improvements over past measures of -

" institutions’ cost of providing higher education. First, Winston recognizes that colleges and universities spend

money in areas that are clearly related, areas that are partially related, and areas that are completely unrelated to
instruction. Second, Winston accounts for the capltal costs of the physrca] resources assocnated with provndmg

'hrgher education.

_Based on Winston's method, instruction costs are the sum of:” clearly mstrucuonal expendxtures a
proportion of the partially related expenditures; and a proportion of the capital costs of all the physical assets used by'
the institution. The proportion used in these calculations reflects the share instruction holds in the overail operation
of the institution. The specxﬁc formulatron of the cost per student estimation is described below and summarized.in

Exhibit B-1.

The two IPEDS expenditure categories of instruction and-student services were treated as being clearl'y

" instructional and all the expenditures in these two categories was included in the instructional cost measure. The

three IPEDS expenditure categories of institutional support, academic support, and operation of the physical plant
were [reated as being partially related to instruction and a proportion of the value of expenditures in these categories
was added to the instructional cost measure. This proportion was calculated by. dividing the sum of the two clearly

" instructional expenditure categories (instruction and student services) by the total current fund expenditures less
'mandatory and non-mandatory transfers, scholarship and-fellowship expenditures, and the sum of the three partially

instructional expendlture categories (msmuuonal support ‘academic support, and operatlon of the phy51ca| plam)
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EXHIBIT B-1: Anno'tated’ Fog'mu!a for Cost Per Student

Cost =
Clearly N .~ Proportion 7 Proportion
. Instruction .+ - Partially |+ - Capital
S 7 CInstruction -~ Costs
Current expenditures on: . Current expenditures on: . Depreciation {2.5%): ‘
Instruction . . "~ | Academic Support N Replacement value of Buildings
Student Services o Institutional Support Replacement value of Equipment

Operatlon of Phys«cal Plant
“Iplus

Opportunity. Cost (9.12%) :
Replacement value of Buildings
Replacement value of Equipment
‘Replaéement value of Land ..

Where proportion equals
Current expendltures on instruction and student services
divided by
Total current fund expenditures less: current expenditures on
academic support, mstntutlonal support, operation of physical plant,
scholarships and fellowshlps mandatory and non- mandatory
transfers : :

Cost Per Student = -

Cost divided by full-time-equivalent enroliment

1

Capital costs includg both the real depreciation of physical assets and the opportunity costs associated with

their use for higher education, IPEDS collects information concerning the replacement and book value of buildings.

and equipment used by colleges and universities. While the replacement value for land is not collected, book value

for land used 1s. Land book Jalue was converted to replacement or market value by multiplying land book value by

2.138. This correction of land value was based on-the relationship observed. by Winston and Yen (1995) between

" the book value and replacement value of buildings. Depreciation was assumed to be 2.5 percent and the opportunity

cost was set to equal the average return over the past twenty years of 30 Year Treasury Bills, 9.12 percent.. Land
values were assumed not to depreciate in value. Hence, the value of all capital resources consumed in the provision
of instructional services is computed as follows; 2.5 percent of (Building replacement value + Equipment

' replacement value) plus 9.12 percent (Bunldmg replacement value + Equxpmenl replacement value + 2,138 x Land
Book Value). .

~Due to a high level of missing data in the physical asset information in the IPEDS data, the data imputation
techniques discussed in the appendix of Winston and Yen (1995, p.39-40) were adopted. In order to lessen the
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impact of outlying cases, the highest one percent of estimated values of instructional costs per full-time-equivalent
student in each year were deleted from the analysis. : : .

Net Price Calculations -

The posted tuition, the “sticker price" is notpaid_ by a substantial portion of undergraduate student_s due to’

* financial aid. Roughly half of all undergraduates receive some sort of aid. Among dependent students attending a.

college or university full-time for the entire academic year, the group of students that tables 1ncluded in Issue 1 focus

" on, the percentage receiving some type of financial aid.is hlgher S[lll 64 percent.

Two different definitions of net price are used. In the _ﬁrst version of net price, only gra'nt aid is subtracted
from the total price of attendance. In the second version, all financial aid, including.loan and work study earnings, is

- subtracted from the total price. The first definition captures the actual price paid by students and families, regardless
of the mechanisms used to finance the purchase of higher education. The second. captures the actual cash outlay that

students and their families encounter during the year of college attendance.

To maintain a consistent measure of total price of attendance over time, certam adjust.ments had to be made
to the student self-reported total price information available in the NPSAS data for 1987 and 1990. The 1996
NPSAS includes a revised measure of total price, a student budget variable based on the combination of student self-

.reports and institution provided data. A 1996 comparable version of this student budget variable was added to the’

1993 NPSAS data which also contains student self-reports of total price. Using 1993 NPSAS data, which contained
both measures, ratios of the revised student budget variable to student self-reports were calculated for each type of
institution addressed by the report. The institution specific ratios were then applied to the self-reported total price
information available in 1987 and 1990 to make these data comparable to the 1996 student budget estimates.

Definitions

Consumer price index (CPI) Thls price index measures the average change i in the cost of a fixed market basket of
goods and services purchased by consumers.

Dependent student. Students who.are cdnsidered for financial aid reasons to be financially dependent on their
parents. Parental as well as theindividual student’s income and assets are mcluded in the caIcuIatlon of the -
expected famlly contribution and thus financial ald awards. -

_ Independent student. Students who are consndered for financial ald reasons to be financially mdependent from .

their parents. Parental income and financial assets are not considered when calculating financial aid awards for
independent students. Any one of the following criteria is sufficient for defining a student as independent:
being 24 years of age or older by December 31'of the academic year'in question; past service in the armed’
forces; being an orphan or ward of the court; being married; having legal dependents other than a spouse; or is a
graduate or professional student. : . -

Financial need. The difference be}\ween the institution’s ptice of attendance and the student’s expected family
_contribution. : [ E : : _

Unmet need. The student’s price Jf attendance at a specific institution less the student s expected family
contribution and other ﬁnanclal assistance received. :

‘Full-tlme-equlvalent (FTE) enrollment. For institutions of higher education, enrollment of full-time students plus '
the full-time equivalent of part-time students. The full-time equivalent of part-time students is calculated in this
report as: three part-time students are equivalent to one full-time student. Students are considered part-time if
their total credit load is less than 75 percent of the normal full-time load.
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Income

Median famlly income. That leveI of famlly income that divides the upper from the Iower half of alI
famrhes : A
Personal disposable per caplta mcome The amount of money available per person to spend. The
calculation involves subtracting all taxes, depreciation, and corporate reinvestment from the country’s
. Gross National Product, adding transfer payments (e.g., social security payments), and dwrdmg the
result by the number of people in the populauon » :
Regulatory Approaches

Performance based approach The performance-based regulatory approach fixes a standard of -
performance but generally leaves to the institution the chorce of procedures to meet the standard.

Command and control approach In the command and control regulatory approach a government agency
fixes both the performance standard and the procedure to meet the standard



APPENDIX C: COMMISSIONER BIOGRAPHIES

Martin Anderscn
Senior Fellow, Hoover Institution of Stanford Umversuy, Stanford, California

Martin Anderson is a Senior Fellow at the Hoover Institution of Stanford University. A former professor at
Columbia University, he directed the policy research efforts of three presidential campaigns, and was the domestic
and economic policy adviser to President Reagan, 1981-82.

Anderson graduéted summa cum laude from Dartmouth College, and received a M.S. from thé Thayer School of
Engineering and the Amos Tuck School of Business, and his Ph.D. from the Massachusetts Institute of Technology.
He is the author of eight books including Impostors in the Tempfe A B&xeprmt Jor Improving Higher Education in

America.

Jonathan A. Brown
-President, Association of Independent Cahfomla Colleges and Universities, Sacramento, California

Dr. Brown has been President of the Association of Independent California Colleges and Universities since 1991,

Prior to his appointment he was Vice President of the Association. Before that, he served in a variety of political

positions including work in the White House, the U.S. Senate, the House of Representatives and the California

Legisiature. Brown has also served on a variety of boards including the National Association of Independent

Colleges and Universities; as founding Chairman of United Educators Risk Retention Group and as a member of the
"Economics Council for the Universidad Anahuac del Sur in Mexico City.

Brown received his A.B. (Honors) in International Relations from the University of the Pacific. He also studied at
George Washington University, Catholic University and the Harvard Institute for Educational Management. He
received a D.P.A. from the University of Southern California. His dissertation, on tax simplification, was nominated
for dissertation of the year by the American Society of Public Administration. He has been an adjunct professor at
USC and Golden Gate University and a visiting professor at Universidad Anahuac del Sur in Mexico City.

“In one sense, the Commission was created as a result of a pervasive syntactic confusion that invades any
discussion of higher education. Higher education lives in an environment where an average cost of production of
320,000{COST} is sold for 36,000(PRICE). If we concentrate only on price, we will be unsuccessful in keeping
higher education accessible. The balance of our recommendations try to build on the strength of the American
system of higher education — one size does not fit all because we have a diverse system. Better focus on and
understanding of the costs of higher education among administrators, faculty; students, families and policymakers,
will assure a higher educational system thar remains able 10 meet a diverse set of needs, but always in a cost
effective manner.”

Robert V. Burns . .
Distinguished Professor and Head of Political Science, South Dakota State University, Brookings, South Dakota

Dr. Robert Burns is Distinguished Professor and Head of Political Science at South Dakota State University in
Brookings, South Dakota. He is a Commissioner with the Western Interstate Commission on Higher Education, and
former Chairperson of two Governor’s Committees focusing on education in the state of South Dakota. He has held
" teaching positions at the University of Missouri-Columbia and at the University of South Dakota.

He received his B.S, in Political Science from South Dakota State University, and his M.A. and Ph.D. in Political
Science from the University of Missouri-Columbia. He is the recipient of several teaching awards, including
Teacher of the Year in the College of Arts and Science three separate years, the Burlington Northern Excellence in
Teaching Award in 1989, and the 1995 South Dakota Professor of the Year by the Carnegie Foundation for the

45



Advancement of Teachmg He is a former member and presxdent of the Brookmgs South Dakota, School Board and
" candidate for the state leglslature He was awarded Lhe Bronze Star and Air Medal wrth Oak Leaf Cluster forhis -

” duty in Vietnam as a Captain thh the United States Army.

“ am convinced that each of the eleven members of the Comm:ss:on is committed to qualtty affordable }z:gher
education opportunities for the adult public as a means toward individual and communny well being in our nation,
The conimon good and not narrow selfish interests dirécted the work of the Commission. We were required by law
to investigate eleven complex topics in American higher education including costs, prices and subsidies. If our

* product appears to be overly broad in focus it is because we have sought to be true to our statutory mandate. It is’
our hope that individuals and communities alike will benefit from our eﬁ'ort to make higher educanon even more
accessible through zmp{emerztanon of our many recommendations.” -

‘ ClareM Cotton : -
President, Assocrauon of Independent Colleges and Umversmes in Massachusetts Boston Massachusetts

Clare Cotton has served as the Presrdent of the Association of Independent Colleges and Unwersmes of

Massachusetts (AICUM) since 1987. AICUM represents 55 independent colleges and universities in Massachusetis.

- He served as President of the Boston-Fenway Program, Inc., a consortium of 12 non-profit educational, cultural and

medical institutions from 1977-1987. Earlier he was Vice President for Government and University Relations at

" Boston University, Director of European Securities Pubhcauons Inc. in London and a Special Writer for Tize Wall
Street Journal. ‘ : :

He received his undergraduate degree from Randolph-Macon College and his masters degree in philosophy from the
University of North Carolina, Chape! Hill. He has received honorary doctorate degrees from Randolph-Macon
College, Wentworth Institute of Technology, Mount Ida College, Becker College and Northeastern University. He
received the Dean College Cameron E. Thompson Medal and the Becker College award for Distinguished Service to
Higher Education. He is a member of the Public Education Nominating Council of Massachusetts and a founding

member of the Brookline (MA) Chorus.

“The Federal student aid prégrams, together, represent a kind of policy genius. Tke.v;zriely of the programs .
* ‘combines the Pell national grant system and the national loan systems with campus-based grant, work and loan

- programs, providing great flexibility in final awards to meet unforeseeable differences in student needs and. .

changing student needs. The principle that need is the basis of awards under-girds these programs. Needs analysis
covers the two relevant factors: the resources available to the student/family and the funding needed for the

.. proposed educational program. Basing financial aid solely on income would limit choice and flexibility, and w’oafa‘ o

" tend to transform student aid into a part of the welfare system Support for the Federal system, in my view, emmis
suppor: for its basic philosophy of needs-based awards. " :

Ty

Wzlhami) Hansen ‘ o -
Executive Director, Education Fmance Councrl Washmgton D C.

Since 1993 Bill Hansen has been the Executwe Director of the EducTnon Finance Council (EFC) in Washington,
D.C. EFC is a not-for-profit association organized to represent the common interests of state student loan secondary
market organizations. Prior to joining EFC, Hansen was the Assistant Secretary of Education for Management and
Budget and Chief Financial Officer; the Deputy Under Secretary of Education for P anning, Budget and Evaluation
(acting); and Deputy Assistant Secretary of Education for Legislation and Congressxonal Affairs, He also managed-
the public affairs office at the U.S. Department of Commerce, directed intergovernmental and industry affairs at the -
U.S. Department of Energy and served as Deputy Assistant Secretary for Elementary and Secondary Education.

Governor George Allen appointed Mr. Hansen to the Virginia Commission on the Future of Public Education. He
also served on the Governor's Commission on Champion Schools in Virginia. He attended Idaho State University.
and graduated from George Mason University with a B S. degree in Economics. He lives with his wrfe and six
children i in McLean, Virginia, '
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» WalterE Massey '
President, Morehouse College Atlanta Georgta

In June of 1995, Dr. .Walter Massey was named president of his alma mater, Morehouse College, the nation's only
historically black, private, liberal arts college for men. Prior to his appointment at Morehouse, Dr. Massey was a
professor of physics and Dean of the College at Brown University, Director of Argonne National Laboratory, Vice -
President for Research at The University of Chicago, Director of thc National Science Foundation and Provost and
Senior Vice President for the Umversuy of Callforma System, :

- Dr. Massey recewed his B A in Physxcs and Mathemattcs from Morehouse and his M S. and Ph.D. in Physxcs from

'Washington University. As an expert in the fields of science and technology, Dr. Massey has traveled and consulted
around the world for different countries and organizations. He currently serves on the Board of Directors of
- Rockefeller University and three addmonal corporate boards. He was prevxously a trustee for Brown University and
“ the MacArthur Foundation. : ~ : : «

“f }tope this reporr becomes a resource far pof:cymakers as z&ey stmgg!e with the Crmcal cho:ces as to izow to
~ maintain the excellent system of American higher education. [ also hope it will help families and students to
prepare early on to ﬁnance a college ea'ucazeon We in the educat:on community must do our parz i}y keepmg

college affordable.”

Barry Munitz
President and CEO, The J. Paul Getty Trust Los Angeles, Cahforma

- Former Chancellor, The California State University
Vice Chairman, National Commission on the Cost of Higher Education

During the work period of this Commission, Dr. Munitz was Chancellor and Chief Execu’tive.Ofﬁcevr of the -
California State University, a 23-campus system of state universities. He is now the President of the J. Paul Getty

Trust, effective January 5, 1998. He is immediate past Chair of the American Council on Education, is a member of -

the Executive Committee of Los Angeles’ KCET Public Television Station, has chaired the Education Round Table

~.in California for the past five years, and is Chairman of the new National Advisory Group for the Ford Foundanon— ;

~supported Mtllenmum Project on nghcr Education Costs, Pncmg and Producuvxty

He received a B.A. in Classics from Brooklyn College and a M A.and Ph D. from Prificeton in Comparatwe

~ Literature. After teaching at Berkeley and serving as Clark Kerr’s assistant on the Camnegie Commission on the-

~ Future of Higher Education, he worked as the Academic Vice President of the University of Mllinois system, as the
* Chancellor of the University of Houston, and as president of a Fcrtune 200 corporation. 'He has written widely on
orgamzattonal theory, higher education, planmng and governance i :

“American higher education is Ihe envy.of the wor{d, and an absolute requirement for social and economic success.
- Qur colleges and universities must be strongly supported and families must plan to afford them; however, they must

make themselves much easier to understand and much easier to afford. This Commission is absolutely and -.

unanimously convinced that America’s colleges and universities remain an extraordinary value; but, it is also

deeply concerned that most of them obfuscate thezr current fundmg patterns and refuse 1o canfront senousl ly basic

strategies for reducing their instructional costs.”

Frances M Norris
Vice Presndent for Congressnonal Affairs, U. S West Inc., Washmgton, D.C.

Ms. Norris was. recently named Vice President of U.S. West, Inc. in Washington, D.C. She is responsible for .

advocacy before Congress of the company’s cable, wireless and telephone strategies. Prior to joining U.S. West, |
- Ms. Norris was the Vice President of the Dutko Group in Washington. Her career in Washington includesa -
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multitude of positions, mcludmg Specnal Assistant to President Bush for Legislative Affairs, Dlrector of
Congressional Relations for the Office of National Drug Control Policy, Assistant Secretary of Education, Deputy
Assistant Secretary of Education, Assistant to then House Repubhcan Whip, Trent Lott, and Legls]atwe Assistant to

-~ Congressman G. V Montgomery of MlSSISS!ppl

. She earned her B.S. from the University of Mlssxssxppi and her M‘S.L.S'. from the 'Uni'yersity of Kentucky. Ms.
Norris is listed in Who's Who in America, Who's Who of American Women, Who's Who in American Politics, Who's

.. Who in Emerging Leaders in America, World Who s Who of Women and Imemanonal Who's Who of Professzonal

and Business Women.

. Blanche M. Touhill
* Chancellor, Umversny of Mlssourl at St. Louis, St. Louis, stsoun

,Sxx years ago, Dr. Blanche M. Touhtli became the Chance!]or of the Umversny of Missouri at St. Lou:s Prior to
this, she served numerous other positions at the same university, including Interim Chancellor, Vice Chance!!or for
Academic Affairs, Associate Vice Chancellor for Academic Affairs, Associate Dean of Faculties, and Professor of
- History and Education. She has held teaching positions-at three other colleges and was also a public school teacher
. in'New York City, St. Louis, and Montgomery County; Maryland. In addition to -authoring and editing several

-books, Dr. Touhill has written over 60 papers on topics ranging from Irish immigration to America, to the issues -

- surrounding campus extension on urban and land grant umvers:ty campuses She has also authored numerous

amcles and book revnews

‘ Dr. Touhlll,recewed all of her degrees from Saint Louis University in St. Louis, Missouri. Her B.S. and Ph.D. are in
history and her M. A. is in geography. During her career, she has been on the boards of directors of 29 different
organizations. She has devoted much time to the National Association of State Universities and Land-Grant -
Colleges, the American Association of State Colleges and Universities, the American Council on Education and of
the Urban 13 institution group. Dr. Touhill has been honored by many organizations, including a Distinguished

. Service Award from the Dr. Martin Luther King, Jr. State Celebration Commlsswn and the Humamst of the Year
from the I ames F. Hornback Ethlcal Society.

“f wam‘ to express my appreciation for having been selected to be a member of this Commission. Higher Education
is a pathway to opportunity in our country and must provide access and quality offerings to the citizenry through its
diverse types of institutions. I am pleased that the C'omm:sswn  favors a national gathermg approach Sfocused on the
part-time students in the Higher Educatzon system.”

W:llmm E. Troutt :
" President, Belmont Umversaty‘ Nashwlle‘ Tennessee , ‘
. Chairman, National Commission on the Cost of Higher Education -~ . -

" Dr. Troutt has been President of Belmont Univefsity in NéShville Tennessee for the last 17 years: During his

presidency, Dr. Troutt has helped Belmont increase its enrollment by 75 percent, raise the average ACT score of its -

_incoming students by.eight points, and add to the geographic diversity of the student body He has raised more than
$100 million for the endowment and the university gained nanonal recognition when it won the 1995 Innovative
Management Achievement Award from the National Association of College and University Business Officers.

‘He received his B.A. in Philosophy and Religion from Union University, aM.A. in Higher Education and

* . Philosophy from the University of Louisville and a Ph.D. from Vanderbilt University in Higher Education. After --

working as an admission officer at Union University, he worked as the Assistant Director of the Tennessee Higher

. Education Commission, as a Senior Associate with McManis'Associates of Washington, DC, and then as Executive

"Vice President at Belmont, prior to becoming President. He was recently named one of the Nation's Most Effective
College Presndents by an Exxon Foundation Study and as one of Nashv:lle s Most Inﬂuenna] Citizens.’ '

48

o s ————



,?'.

“Can higher education think about achieving student learning in ways other than faculty meeting with groups of
students at regularly scheduled times and places? Can higher education organize itself differently and ultimately
use technology both to improve quality and lower costs? Can higher education shift its focus from teaching to
learning and from time served to results? The long- .'erm challe:zge of managmg eoitege costs will require creative.
new thinking about teaching and leammg : : o

kGeorge W. Waldner

Prcsndent York College of Pennsylvania, York Pennsylvama

Dr. Gcorge Waldner has beer; the President Qf York Coll’ege since 1991, leading the institution to attain national -
recognition for achieving both quality and efficiency in higher éducation. In addition, he serves as the President of

- the Board of Directors of the Historical Society of York County and is a member of the board of directors.of the

Byrnes Health Education Center and South George Street Community Partnership, an urban re-development agency.

‘Dr. Waldner has been active in regional accreditation, serving on evaluation committees for both the Southem

Assoc:anon of Collegcs and Schools and the Middle States. Assecnanon

Prior to becommg President at York, Dr Waldner was the Vice Prcsndem for Academlc Affairs at Wilkes Umversuy

_ and Provost and Faculty Member at-Ogelthorpe University, where he was honored twice as thé outstanding
_classroom teacher. He is the author of numerous publications and papers related to the economics and politics of -

Japan as well as the economics of hlghcr education. He received his A.B. from Cornell University, his M.A. and -

Ph.D. from Princeton University, and is a certificate recnplem from the Inter-Umversny Center for Iapanese Studles i

' ~ in Advanced Wrmen and Spoken Japanese Language

- “Colleges and amversmes must begm to pursue eﬁiczency with as much fervor as they pursue qualiry. With ‘

I —, ) g spg—t - -

creativity and commtrmenr each institution can find ways to enhance both excellence and value m higher
education.” : .

49



APPENDIX D: COMMISSION MEETINGS

COMMISSION MEETING -
August 11, 1997
Washington, DC

Presentation: ' :
The Honorable Howard P. McKeon, Member, Unlted States Congress, Callfomla
b
COMI\![ISSION MEETING
September 7-8, 1997
. Washington, DC

- Presentations: : : ' :
The Honorable Howard P. McKeon, Member United States. Congress, Callfomla _ ‘
Dr. William F. Massy, The National Center for Postsecondary Improvement, Stanford Umversnty, The Jackson Hole

Higher Educauon Group, Inc.

COMMISSION MEETING
October 16, 1997 L
Hoover Institution, Stanford University, Palo Alto, California

. Presentation:
Mr. Gerhard Casper, President, Stanford Umversxty

Panel of Premdents _
Dr. James L. Doti, President, Chapman Umversnty
Dr. Stephen C. Morgan, President, University of LaVerne
Dr. Leo E. Chavez, Chancellor, Foothill-DeAnza Community. College sttnct
Dr. Robert L. Caret, President, San Jose State University :

* PUBLIC HEARING
October 27, 1997
. Washington, DC

Presentations: :
American Association of Commumry Colleges
- Dr. David R. Pierce, President
Dr. RobertC Messina, Pres:dent Burhngton County College

 Associatipn of Jesuit Colleges and Universities
' Fath¢r James C. Carter, S.J., Chancellor, Loyola University New Orleans

Modern [!language Association of America
Dr. Herbert S. Lindenberger, President

Urban 13 Institutions _ . S
Dr. Gerald L. Bepko, Chancellor, Indiana University-Purdue University : T
Dr. Patrick M. Rooney, Special Assistant to the Vice President and Associate Professor of Economics, Indiana

University-Purdue University
Dr. Gregory M. St. L. O’Brien, Chancellor, Umversny ofNew Or]eans ‘

Association of American Universities =~
Dr. Cornelius J. Pings, President
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State Hzgher Education Executive Oﬂicers
Mr. J. Mlchael Mullen, Interim Dlrector, State Council of Higher Educauon of Virginia

Uruted States Congress .
The Honorable Michael N. Castle Delaware _

Amerzcan Association of University Professors
" Dr. James E. Perly, President

National Association of College and Uniﬁersily Business Oﬁ‘ic_érs
Mr. James E. Morley, Jr., President

Committee for EConomic Development '
. Mr. Charles M. Kolb, President

CoMMISSION MEETING
November 7, 1997 -
Northeastern Umversnty, Boston Massachusetts

Presentations: s
Dr. Gordon C. Winston, Orrin Sage Professor of Political Economy, Williams College

Dr. Richard M. Freeland, President, Northeastern University
Dr. Neil L. Rudenstine, President, Harvard University

Panel of Faculty Members ‘ .
Dr. Phyllis W. Barrett, Professor of Enghsh Holyoke Community College
Dr. Robert L. Silbey, Professor of Chemistry, Class of ‘42 Professor, Massachusetts Insutute of Technology'
Dr. Jeffrey L. Roberts, Professor of English, Worcester State College :
Dr. Raymond J. Starr, Theodora Stone Sutton Professor of Classics, Wellesley College

DISCUSSION GROUP WITH PARENTS

November 10, 1997 o .
.Hume Fogg Magnet School . o
 Nashville, Tennessee o ' :

COMMISSION MEETING
November 17-18, 1997
Belmont Umversnty. Nashville, Tennessee

Presentations: :
-Dr. Terry W. Hartle, Senior Vice PreSIdent for Government and Bublic Affairs, Amencan Council on Educatlon
Mr. Arthur M. Hauptman Consultant, Arlington, Virginia h

COMMISSION MEETING
December 4, 19_97
Washington, DC

REPORT RELEASE

January 21, 1998
Washington, DC
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APPENDIX E: EXPERT PAPERS

n

Are Postsecondary Educatzon and Trammg Worth It? How Do You Xnow9
Educational Testing Service
Anthony P. Camevalé
- Donna M. Desrochers
Marlies A, Dunson
Richard A. Fry
Neal C. Johnson

Federal Student Aid and the Growth in College Costs and Tumon Exammmg the Relanonsth
. Arthur M. Hauptman
Cathy Krop

: Remarks on Restructuring Higher Educanon
© William F. Massy

Student Aid & Tuition: Toward a Causal Analysis
The American Institutes for Research
Roy J. Pearson
Stéphane Baldi

The Rea:’ Cost of H:gfzer Education, Who Should Pay ana' How? .
Alan Reynolds '

Colt'ege Costs: Subsidies, Intuition and Policy
Gordon C. Winston
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"APPENDIX F: CONSULTANTS

m—

American Institutes for Research

" Rita . Kirshstein, Project Director

Amy Smith O'Malley
Roy I. Pearson
- David A. Rhodes

James Harvey and Associates
James Harvey
Roger M. Williams

“The Ingram Group -

Lewis Lavine
Joe Hall -
Chris Jewell

" The Institute for Higher Education Policy '

Jane V. ‘We_llman'
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