Environment
Colleges and universities are social institutions. As such they are affected by the social, political, cultural, and economic conditions of the society. Over a long period of time a seemingly contradictory tacit agreement has developed which says that colleges and universities are to serve as critics of society and will be protected by society from pressures that would negate that role. To the end that academia may exercise that function, certain safeguards have developed such as freedom to teach and learn, freedom to pursue truth, and freedom to examine and debate controversial ideas and issues without reprisal. Concurrent with these freedoms have developed certain constraints to assure that criticism of society will be objective, will be within the competence of academicians, and will not be destructive of the society itself. Policies and structures, such as tenure for faculty and prohibitions in accrediting standards against undue political or religious control over the internal affairs of colleges, have also developed to provide a protective framework for the role of critic.

Another one of these protective devices is a high degree of internal self-governance left to a college’s faculty and administration, especially in academic matters such as curriculum, methods of instruction, and selection of new faculty.

The role of critic of society is a fragile and tenuous one; it is not accepted by many individuals and groups desiring to mold higher education to their own particular interests and values; it is a difficult concept for the average person to grasp; most of all there is a thin line between the role of critic and the role of servant of society which, as a social institution, higher education also performs.

New institutions with no tradition of academic independence are especially susceptible to violations of their integrity. Junior community colleges have been vulnerable to the appointment of administrators and even some faculty members on the basis of political connections or personal friendships more than on qualifications for their positions; as these institutions mature and become more stable, there is a tendency to resist weak unqualified political appointees because people want quality education in their junior colleges. In denominational institutions, especially the smaller, weaker ones, church politics often play an important part. A minister will be chosen as president because he is a friend of the bishop rather than because he knows anything about colleges or academic leadership. A few small denominational colleges have their faculties packed with preachers, teaching everything from sociology to geology. The high rate of closings and mergers in these colleges is evidence of their marginal status and support.

Higher education, as one of many social institutions, has its being in a societal context not in an ivory tower isolated from the conditions which surround it. Academics themselves may not be sufficiently cognizant of this situation and of the many interactions with all the forces in the world outside the academy which mold and shape its destiny. Chief among these is the financial competition with all the other societal needs for the resources to sustain and support their operations. Another force is the value which the society places on colleges and universities and the work they do. These and other elements of the societal context will be examined in this chapter to attempt to develop a perspective on the place of higher education in the social milieu and the significant impact this environment has on the financial health of colleges and universities.

The Value of Higher Education
The values attributed to a college education are many and varied. The emphasis placed on any value will likely be related to what the person placing the value considers to be important. Since emphases are different and have an impact on the curriculum, the different values become the source of controversies over what programs shall be offered and what courses should go into those programs. The controversy most often centers around a "liberal" versus a "practical" education. While the focus of the controversy is internal, external views of what education is of most worth influence the outcome. For example, if prospective students will not "buy" an education based on a particular value, there is little reason for a college to offer it.

The values claimed to result from a liberal education center around the intellectual development of the student, the improvement of the mind, the ability to think critically and analytically, and the enhancement of aesthetic appreciation. Coming out of the achievement of these objectives is a well-rounded individual whose quality of living is better, who is a better citizen, and who is able to deal effectively with many different problems. The liberal approach finds difficulty in communicating its abstract concepts to a pragmatic society and in developing concrete data to show that its goals are actually accomplished or that some specific content will accomplish the goals it values.

The values claimed for a practical education are primarily economic. The aim is to develop students who can get a job and pursue a career. It is through better jobs and increased income that an individual enjoys a better standard of living and makes a contribution to society. The curriculum is relatively easy to define; it is composed of those courses that will improve knowledge and skills needed in the job market. Its emphasis is on vocational and professional preparation. In recent years, the economic value of a college education has received great emphasis especially in the increase of postsecondary vocational and technical colleges, in the terminal programs of community colleges, and in professional programs in senior colleges and universities. The practical approach can produce data to show that lifetime earnings of college graduates are greater than those of noncollege graduates; it can further point to earnings in specific technical and professional fields as evidence of the outcomes of specific programs. However, the gap between earnings of the college educated and the noncollege educated has narrowed during the period of time in which higher education has emphasized the economic value of college. Part of that narrowed gap may be accounted for on a purely statistical basis; as the proportion of people with a college education increases, their average earnings become closer to the average for all earnings.

In addition to the values of colleges resulting from the education of students, there is also the claim of higher education concerning the value of research. The Carnegie Council (1980) asserts its conviction that:

Scientific and technological advance is highly dependent on our research universities. The decline in their support over the past decade and more has injured the nation. Yet we again remain of the opinion that higher education has the greatest possibility of any institution for advancing knowledge. (p. 135)

As higher education expanded and sought greater support, it was natural that questions would be asked about the values of higher education and especially whether college is worth the cost. The most comprehensive study of this issue was made by Howard Bowen and reported in his book, Investment in Learning (1977). He amassed extensive information on all aspects of the return from investment in higher education. After reviewing all his data, he reported the following:

These, then, are the major conclusions of this book: First the monetary returns from higher education alone are probably sufficient to offset all the costs. Second, the nonmonetary returns are several times as valuable as the monetary returns. And third, the total returns from higher education in all its aspects exceed the cost by several times. In short, the cumulative evidence leaves no doubt that American higher education is well worth what it costs. (p. 488)

There are other benefits to the economy besides monetary return. Higher education absorbs an important proportion of the young people who would otherwise be seeking jobs. As a result, in periods of economic recession and depression, there may be a lessening of economic pressures resulting from high unemployment.

Who benefits from the return on investment in higher education? Related to that question is the one, who should pay the costs of higher education? Two distinctly different views have arisen in answer to these questions. One of these views holds that individuals who are college educated are those who benefit most. This view is called the individual benefit or user benefit theory. This same view holds that it follows that these individuals or their families should pay the major costs of higher education. People holding this view would generally favor having tuition and student fees pay more of the cost of higher education than they generally do. They would also be in favor of students who could not otherwise pay the costs for their education, borrowing or working part-time to help pay for those costs. Until federal direct loans to students and federally guaranteed loans were made available, students encountered great difficulty in securing loans from anyone except parents, and the idea of borrowing for educational purposes was not considered practical.

An opposite view of who benefits from higher education is that society is the ultimate beneficiary and reaps the rewards of the college-educated person who has more income, buys more goods, pays more taxes, and is a better citizen. This view is generally called the societal benefit theory. People who hold this view further point out that well-educated people are less seldom unemployed and for shorter periods of time than the less educated. They also require less welfare and indigent health care. The societal benefit theory holds that education is fundamentally an investment in society from which it yields a high return in the form of increased human capital; therefore, society should make the major contribution to this investment. The way in which society would do so would be primarily through governmental support of higher education. In an indirect way, private philanthropy is also a societal investment. Proponents of the societal benefit theory generally are not enthusiastic about increased tuition and fees becoming the major source of higher education funding, but rather are in favor of heavy public support through state and federal appropriations.

In practice, the funding of American higher education represents a compromise between the individual benefit theory and the societal benefit theory. Part of the costs are paid by students and their parents and part through the appropriations of state and federal governments. There are, of course, wide variations among institutions in the proportion coming from each source. In general, private colleges and universities derive more of their income from the individual than do public ones. For all institutions there has been a tipping of the scale toward greater public support. The Carnegie Council reported that in 1939-40, 41 percent of current income of all institutions came from public sources, and that by 1976-77, that proportion had increased to 63 percent (p. 140).

What are the costs of higher education? Obviously the instructional expenditures of colleges and universities are a major cost. Incidental amounts which students pay for books, supplies pay for books, supplies, and additional transportation are also obvious costs. Less obvious is a third element identified by economists and called foregone income. It means the income which students do not earn because they are in school. Although the motivation for foregoing income temporarily may be the expectation of earning greater income over the long run, doing so is a cost, one that is so great that many people are either unable or unwilling to bear it. The combination of institutional expenditures, incidental expenses, and foregone income constitute the economic costs of higher education.

Bowen (1969) argues forcefully that the costs of foregone income are substantial and that they should be considered beyond tuition and fees as a part of the contribution of individuals to the total costs of higher education. He says:

First, the principal costs of higher education are those associated with the student, namely, freeing the student from employment so that he can attend college and providing him with the necessary funds for incidental expenses. These two elements of cost make up about two-thirds of the total. Institutional costs amount to only one-third. (p. 5)

Bowen goes on to argue against high tuitions which would further increase the proportion of higher education costs borne by students and their families and to suggest that:

If financial need does not permit all tuitions to be eliminated or reduced, charges in some parts of the system, e.g., community colleges and state universities, should be held to a minimum so that higher education may be readily accessible to persons of low-income and minority background. There must be a point of entry and a track through the system that presents a minimum of financial barriers. And, of course, a condition of low tuitions is adequate institutional support through appropriations and gifts. (p. 10)

How much is the total cost of higher education? In 1980, total current fund expenditures of institutions, both public and private, amounted to approximately $57 billion. This amount does not include new plant expenditures which were about $3 billion. If we accept Bowen’s estimate that institutional expenditures account for only about one-third of total expenditures, we can estimate the economic costs of higher education in 1980 to be about $180 billion.

One way of looking at the costs of higher education is as a proportion of gross national product (GNP). GNP is the dollar value of all goods and services produced in a nation. It is widely used as a measure of economic growth and of changes in the proportion of productivity assigned to its various components. All of the proportions, of course, total 100 percent so that whenever one component increases as a proportion of GNP, some other proportions must decrease. For example, national health expenditures as a percent of GNP grew that same period, all school expenditures, including elementary, secondary, and higher education, increased from 5.0 to 6.9 percent of GNP. As the proportions of GNP devoted to these and other services grow, some other components of GNP must contract proportionately. Growth in total GNP may permit total dollars spent in all components to increase even though percentages may decline.

The percentage of GNP devoted to higher education showed a steady growth in the early years following World War II, then reached a plateau in the early 1970s and remained relatively constant afterwards (see Table 1-1). This percentage does not reflect the economic cost, foregone income, since it does not represent goods and services and does not appear in calculations of GNP.

Citing the dollar amount or the proportion of GNP devoted to higher education simply reports status and does not confront the question of whether too little or too much is being spent on higher education. The answer to the question depends on how important the individual making the judgment considers higher education to be. In a sense, the proportion spent is a kind of mass judgment of society about where its funds should be spent. Society is clearly placing a heavier emphasis on health care in comparison to higher education than it did in 1960. An individual faced with a life or death proposition is likely to be willing to spend all the resources he or she can garner to maintain life. A society, on the other hand, may be either unable or unwilling to spend endless amounts on either health care or higher education.

Table 1-1
Education Expenditures, as a Percentage of the GNP,
Selected Years, 1929-30 - 1980-81
	 
	Higher Education

	School Year
	All Education
	Total
	Public
	Private

	1929-30
	3.3
	.6
	.3
	4

	1939-40
	3.5
	.8
	.4
	.4

	1945-46
	2.2
	.5
	.3
	.3

	1949-50
	3.5
	1.0
	.5
	.5

	1955-56
	4.1
	1.0
	.6
	.4

	1959-60
	5.0
	1.4
	.8
	.6

	1965-66
	6.3
	2.1
	1.2
	.9

	1969-70
	7.3
	2.6
	1.6
	.9

	1975-76
	7.5
	2.6
	1.8
	.8

	1979-80
	6.5
	2.4
	1.6
	.8

	1980-81
	6.6
	2.5
	1.6
	.8

	Source: 1984-85 Fact Book, American Council on Education


The Competitors of Higher Education
At every level, individual to societal, there are interests competing with higher education for attention and dollars. The degree to which higher education wins the competition depends largely on its relative worth perceived by individuals and groups. The competition, other than that which occurs among colleges and universities themselves, is not widely perceived by academe nor has much thought been given to strategies for meeting the competition.

For individuals and families first priority is ordinarily what they think of as the necessities of life. Although there are myths about the poorly fed, ragged youth who is sacrificing themselves to get an education, such is certainly not the norm in American life. In the typical family, food, clothing, and shelter have first call on income. In addition, other necessities have developed. To say that transportation is a nonessential in a modern complex society would be to fly in the face of reality. Home entertainment, especially in the form of television, has also come to be a necessity in a majority of families. Certainly medical and dental care are vital elements. Necessities are not so easy to define as they once were; they tend to become those things which are considered first in allocating available funds. To some people, alcohol and tobacco are "necessary"; they may be items that even precede food, clothing, or shelter in the expenditure priority. Individual and family funds to pay for college occupy a place far down the list, often becoming an item of expense only if there is money left over from all the "necessities." A strong indication that this is the case is the fact that only about half the high school graduates go on to college, in spite of the many support mechanisms reinforcing it. In view of all the competing demands for the family dollar and the high level of advertising pressure to purchase consumer goods, it perhaps should be surprising that the enrollment rate is so high.

It has been only in recent decades that the typical American could think seriously about going to college. In 1900, there was only 4 percent of the college-age population in college; in 1920, it was 8 percent; in 1940, it was 15 percent; and in 1970, it rose to 48 percent (Carnegie Commission, 1971, p. 127). Two major developments set in motion the great boom in enrollments after World War II: the GI Bill and the great expansion of community colleges. In earlier years, college was widely considered to be for the wealthy or for those who would make great sacrifices to go. And since a college education was also thought of as an upward mobile mechanism that guaranteed freedom from earning a living by the sweat of the brow, many parents who worked physically long hard hours on the farm or in the factory had a consuming ambition for their children to be able to live their lives without such drudgery. What meager savings they could garner went to help their sons achieve a trip to the promised land. But the price was so high that it was not until the age of low-cost community colleges and widespread government aid that a college education could become a realistic goal for the many.

In addition to the individual and the family, nongovernmental support for colleges is contributed by churches, corporations, philanthropists, and foundations. Much of the support is through foundations (see Table 1-2). Church support is limited in both scope and amount, going almost exclusively to religiously affiliated colleges and often in them only to specifically religiously oriented programs such as ministerial preparation. Denominational support for the church-sponsored institution is on the average only about 5 percent of institutional expenditures. More essential to the work of denominations are their own operations and missions. Foundations, too, have competing demands for their funds, including welfare and health. Less than one-third of foundation grant moneys go to education and not all of that to higher education. Welfare receives a somewhat larger amount and health care a somewhat smaller amount than education (Statistical Abstract, 1981, p. 351).

Table 1-2
Private Philanthropy Funds, by Source & Allocation
Selected years, 1970 to 1983
	Source & Allocation
	1970
	1974
	1978
	1980
	1983

	Total Funds*
	20.7
	27.7
	40.1
	47.7
	64.9

	Individuals
	15.9
	22.3
	32.8
	39.8
	53.9

	Foundations
	1.9
	2.1
	2.6
	2.9
	3.5

	Corporations
	.8
	1.2
	2.1
	2.7
	3.1

	Charitable Bequests
	2.1
	2.1
	2.6
	2.4
	4.5

	Allocation:
	 

	Religion
	9.3
	11.9
	18.5
	22.2
	31.0

	Education
	3.2
	4.1
	5.6
	6.7
	9.0

	Health & Hospitals
	3.4
	4.3
	5.5
	6.5
	9.2

	Social Welfare
	2.9
	3.1
	4.0
	4.7
	6.9

	Arts & Humanities
	.6
	1.3
	2.5
	3.0
	4.1

	Civic & Public
	.4
	.8
	1.2
	1.4
	1.8

	Other
	.9
	2.2
	2.5
	3.4
	2.9

	*In billions of dollars.
Source: Statistical Abstract of the United States, 1985


An examination of financial support for higher education by government also reveals the severe competition from many other needs for public money. It is only at the state level that higher education competes rather successfully for public funds, and that money is primarily for public institutions.

Higher education is a relative newcomer to major support from the federal government. World War II and its immediate aftermath were the beginnings of a new era in federal funding for colleges and universities. During World War II, the military forces needed specialized training for large numbers of officers and enlisted men and turned to colleges to provide the academic parts of these programs. A mutually beneficial relationship resulted: colleges which would have had to close their doors because of depleted enrollments as students entered military service were able to survive; military services were able to secure academic training which they were not prepared to provide. Also during the war there was a great need for training of first-time civilian employees in the factories and shipyards producing war materials; primarily through their extension divisions colleges and universities rose to meet this need. Finally, scientists, engineers, and mathematicians were needed in research and development of new weapons. Most of them were employed from universities or continued in universities to do this work. Following the war, the GI Bill was the source for the beginning of the enrollment expansion which lasted for thirty years.

Federal support expanded in succeeding years through continued growth in research, through new funds to aid students, through some programs of direct grants to institutions. However, competition for federal money from traditional national functions like defense was always intense. Large outlays of federal money had to be shared with elementary and secondary education as well as with increasing welfare, veterans, housing, and urban development needs. Social Security became a part of the general federal budget. Health and highways increased their demands for federal support. There seemed to be almost no end to the number of other public services along with higher education which looked to the federal government for funds.

Federal support is specialized, not available to colleges and universities for their general support. Medical education is heavily subsidized, but liberal education is not. Research funds are concentrated in about 100 universities. Moreover, the federal government is itself beginning to compete with traditional colleges and universities in offering higher education beyond the historic military academies. The Community College of the Air Force boasts of being the largest community college in the world.

Added to the unevenness of federal support among institutions and the intensive competition from other interests for federal funds are the mounting federal debt and growing annual deficits. Reductions in federal income taxes, decreased priorities for all social programs, of which higher education is one, and pressures to return federal programs to states all make the prospects for major improvements in federal support for higher education appear dim.

Although at the state government level higher education enjoys a much higher and more stable priority than it does at the federal level, the inevitable competition is present. The limited resources of a state government must be stretched to meet the needs of mental health, law enforcement, prisons, roads, Medicaid, welfare, public health, and the general operations of the state itself. Education is considered to be one of the functions reserved to the states or their subdivisions. Since elementary and secondary schools grew up in communities and their support originated there, their primary funding in many states is still local. But in other states, particularly in the South, a large part of the money for elementary and secondary education is derived from the state. In those areas where state government provides a substantial percentage of public school funds, elementary and secondary education may be the major competitor of higher education for state support. In such areas, state education associations become one of the strongest lobbies in state government. Occasionally they work with higher education lobbies, but at other times find it advantageous to work in direct conflict with them.

At the local government level, support for higher education is minimal, constituting about 5 percent of all support. It is almost entirely in the form of taxes levied by local districts for the support of community colleges. Most of the older local colleges and municipal universities have become state institutions and have little, if any, funding from local governments. Cities are hard pressed to provide local public services like water, sewers, garbage disposal, street maintenance, police, fire protection, and support for elementary and secondary schools. They are not likely to seek the additional burden of founding and supporting local colleges with local funds.

The Internal Environment
The term higher education covers varied types of institutions which have different purposes and programs. It has come to designate almost all institutions which offer academic work beyond the high school level, although some vocational postsecondary schools are not considered to be of collegiate level. Higher education is, then, not a single structure, but a complex set of widely differing institutions.

Three broad classifications of postsecondary institutions are generally used. They are: public, private, and proprietary. Public and private colleges and universities are nonprofit institutions. Proprietary colleges are operated for a profit; most of them are postsecondary vocational or technical schools typically offering programs in business, computer science, electronics, and other specialized vocational areas. Traditionally they have not been considered collegiate level; only in recent years have they become eligible for accreditation by the major regional associations of colleges. Since their character is quite different from that of public and private colleges, and since they constitute both a small and marginal fraction of higher education, no further attention will be given to them in this volume, except to note that they do compete with the other institutions for students.

Public and private colleges have more similarities than differences. Private colleges have a public character: they are chartered by government, usually the state; they are nonprofit and must fulfill the criteria for nonprofit status; their academic facilities are generally exempt from property taxes, and most of them receive some degree of governmental financial assistance. Moreover, their goals are similar to those of public colleges and universities—teaching, research, and service. The major structural differences between public and private colleges is that public ones have governmentally selected boards for their control and operation; private colleges have governing boards selected as set out in their charters.

The private sector has occupied a prominent place in the history of American higher education. As states began to support public institutions more generously, the private sector declined in the proportion of enrollment they contained. Just before World War II enrollment in colleges was about 60 percent in private ones and 40 percent in public ones. By 1950, the ratios were about 50 percent in each; in 1960, 60 percent public and 40 percent private; in 1970, 75 percent public and 25 percent public; and in 1980, 78 percent public and 22 percent private. The declining percentage of enrollment in private colleges did not mean an actual decrease in total numbers of students enrolled; in 1980, private colleges enrolled more students than ever before. Private colleges outnumber public colleges, meaning, of course, that their average enrollment per institution is much smaller than the average in public institutions.

A dynamic, prosperous private sector has certain advantages for all colleges and universities. Their relative decline caused the Carnegie Council (1980) the following concerns:

The question must now be raised, for the first time in our national history, as to whether or not the private sector might become too small in relative terms to act as an adequate check and balance to the public sector, to act as an effective model for the public sector, and to serve as an adequate competitive spur to it. (p. 14)

The presence of two major divisions, public and private, in higher education means that there is strong competition between them for financial support and for students. Since most private colleges rely heavily on income from tuition and fees, they must find ways to overcome the financial advantages students generally find in public institutions. Private colleges widely claim superior quality in their programs, more individual attention to students, and somewhat less blatantly a better academic and social environment, a claim which has great appeal for many parents and students. Public institutions resent and deny these claims just as the private ones resent the lower costs public subsidies enable the governmentally sponsored institutions to offer students. An atmosphere of sometimes severe competition is thus created for both students and funds between the public and private sectors.

Similar competition exists within each sector, too. Small church-sponsored colleges not only decry the lack of religious and spiritual values in the public sector but also in the large private universities. Public universities are resentful of the enormous growth of community colleges and their incursions on the enrollment of public senior institutions. Public senior universities vie with each other for students and state money. All of these conflicts are usually conducted with proper academic decorum, but they do exist and have pervasive effects in higher education. Their results are not always negative; healthy competition can result in more effective institutions. Two major reasons seem to account for the intensity of the conflicts: (a) the limitation of financial resources and (b) the desire of almost every college and university to grow.

Conflict occurs within institutions, too. It often centers around status, programs, or funds. For example, in a comprehensive community college tensions between faculty of college parallel programs and faculty of technical programs may become acute. Academic faculty often feel that technical programs are inferior and cater to poorly qualified students or they may resent the high cost of technical programs and the special subsidies they receive from federal or state funds. In a liberal arts college, similar tensions occur between faculty and students in the humanities and social sciences on one side and faculty and students in the sciences on the other. Another frequent conflict is that between administration and faculty; these conflicts may become so severe that they have devastating effects and cannot be resolved until major changes in personnel occur. Conflicts between institutions and their students also occur, but the stridency and violence which characterized the student revolts of the late 1960s have abated.

Expansive and Restrictive Forces
The environment of higher education in the United States might well be summarized as the interplay between forces seeking to expand it and others seeking to restrict it. These forces are drives, influences, beliefs, and desires concerning higher education. There has been an inexorable trend in America to extend higher education to increasingly larger proportions of the population. However, that trend has not been in a straight line. There have been plateau periods when constraining forces have held expansion in check; after thirty years of unparalleled growth, a new plateau period is present and will likely be dominant for at least an additional decade.

Expansive forces are those that favor growth and expansion. They would enlarge and extend all aspects of higher education. Simply put, their argument is that more education is good for both the individual and society. Restrictive forces are those that favor constraint and limitation. They would decrease or restrain, not eliminate, higher education. Simply put, their argument is that higher education is for a limited number of people having sufficient background and intelligence to grapple with advanced academic content. There is always an implication that great increases in quantity will dilute quality.

Forces are powered by people. Two broad classifications of people in relation to higher education are internal and external. Internal groups consist of administrators, professors, staff, and students. External groups include the general public and specific groups like government officials, foundation personnel, professionals, members of religious denominations, businessmen—the list could be extended at length. Some external groups have special interests in promoting or restricting higher education, others, as groups, make little effort to influence higher education in either direction.

Expansionists and restrictionists exist both internally and externally. For example, most college administrators are expansionists; a bigger institution with a bigger budget is the mark of a successful college president. On the other hand, faculty tend to be restrictionists. They would like to have smaller classes and are certain that an influx of students means lowered quality. Among external groups, the drives, ambitions, and expectations of the general public have been a potent expansive force. Their rationale is both economic and social: educated people make more money and are freer from physical drudgery; their academic achievement makes them respected. Among external groups which are most restrictive are professional groups; they are concerned about excessive numbers of people qualifying to enter the profession of which they are members.

Since funds are never limitless, financial resources always have a restrictive influence. The degree to which money is restrictive is partly dependent on the extent to which it is allocated to pay for more pressing needs than higher education.

Higher education may be near the point of exhausting the potential enrollment growth from college-age youth unless there are additional incentives for the approximate half of them who do not now go to college. Increasing enrollment of adults provides, at least temporarily, potential for some increased growth. The two areas of research and public service are major avenues for expansion, but both are fraught with an interplay of controversial forces which can be dangerous to the stability of higher education.

The context in which higher education operates is an intricate web of competitive forces. Those who are concerned with advancing the causes of colleges and universities must become more aware of all the elements in the environment and become ingenious and creative in their efforts to promote higher education and assure its continued financial health.

Business Office

The essential role of business affairs in the overall success of colleges and universities is becoming more widely understood and appreciated. The business office is typically one of three or four major operating divisions in an institution, and the chief business officer is one of the administrative officials directly responsible to the president. The term used for the office and the title assigned to a chief business officer vary greatly, often in relation to the size or level of the college, although there is an increasing trend toward using the term "vice president" for heads of major divisions even in small colleges. Titles include Vice President or Vice Chancellor for Finance, Vice President for Business Affairs, and, in numerous small colleges and junior colleges, simply Business Manager. For legal reasons, the term "Treasurer" may be part of the chief business officer’s title. Normally the chief business officer is coordinated with the chief academic officer, the chief student affairs officer, and, particularly in private institutions, the chief development officer.

An organization chart like the following would be representative of top-level central administrative relationships in a college or university.

[image: image1]
Although both the business office and the development office have major concern for funds, the two are almost always organizationally separate. Since their functions and responsibilities are also usually distinctly different, conflicts between them are minimized.

Regardless of institutional size or volume of work in the business office, the following areas are usually included in its scope of operations: fiscal matters; purchasing and other services; personnel; and physical plant operations and maintenance. In a small college the chief business officer with one or two assistants may perform the entire range of jobs except in the operations and maintenance area. Obviously, in large institutions several full-time specialists may be employed in each area.

Even in those institutions which have not grown, the burden of work in the business office has increased over the past two decades, sometimes resulting in accusations of empire building against chief business officers. However, much of the growth in business office staff has been necessitated by events over which business officers had no control. Among these factors have been more extensive and complicated benefits systems, increased reporting to federal and state agencies, income tax and social security withholding complexities, contract and grant accounting procedures which exceed those required for other institutional funds, and the need to have more highly qualified personnel to handle the more complex work. As demands for accountability grow, business offices will have to prepare more detailed analyses and breakdowns of financial expenditures.

The Chief Business Officer
Given the administrative level of the chief business official’s position and the importance of the many responsibilities of the business office, the need for having a highly qualified chief business officer can hardly be overstressed. The time when a new business manager could be plucked out of a college mathematics department if he could "keep books" is long gone. So also is the time when a good retail store manger could be converted easily to a good college business manager. Being a good college business manager requires a breadth of knowledge and experience different from that of either a mathematics professor or a retail store manager.

Moxley reported in 1976 the following composite picture of the educational qualifications of those in business affairs: 

1. Over 50 percent of the chief business officers have Master’s degrees or doctorates. They are most likely to have the master’s degree as their highest level of attainment. 

2. Accounting, purchasing, physical plant, and auxiliary enterprise management staff have bachelor’s degrees as their most frequent level of attainment. 

3. Within the past 10 years there was not a distinct trend toward higher levels of academic achievement among business officers. 

4. Business and education were major areas of study. (p. 36) 

One of the important qualifications of a business manager in higher education is an understanding of the goals of financial operation in a nonprofit organization. The significance of the fact that the ultimate goal of a college business office is not to make a profit but to support an effective service is not always recognized. The latter goal may be even more demanding than the former. It has wide implications about the way in which financial operations are conducted. The failure of some college business officers secured from the profit sector to make the goal transition has created great difficulties for them. A corollary understanding of significance to the college or university business officer is that the service to be supported is an educational one. Therefore it is vital for this individual to have a knowledge about and sympathy for the mission and programs of the institution. The business officer is, in a sense, as much of an educator as a faculty member.

In view of the fact that a business officer holds a position in an education institution, personal education takes on added importance. A college which offers degrees would seem to have a rather low regard if one of its major administrative officers is degreeless. Even more important is the academic respect a degree engenders among academic colleagues who are prone to view the business office with a skeptical eye anyhow and may seize on the lack of education of its occupants as evidence of their inferiority. A reasonable minimum educational qualification for a business manager is probably a degree which would meet the minimum requirements for teaching in the college in which he is employed. In most institutions that requirement is a master’s degree. The nature of the business officer’s preparation should be appropriate to his work. Fields such as business administration, finance, accounting, public administration, or economics appear to be logical ones. Occasionally teaching a course in his field can be a further demonstration of his academic credentials and also sharpen his feel for the basic nature of the institution.

Successful experience in management or business administration is another essential qualification of the prospective college business manager. Such experience may be in either the profit or nonprofit sector, but it should be examined for its relevance to the job requirements of an educational business officer. A highly desirable trend is the increasingly professionalization of college financial management and the pursuit of lifetime careers in it. This trend is making it possible to find candidates for advancement who already have experience in college business administration. Another important step in improving the financial management of higher education could be the development of additional preparation programs. NACUBO already offers an excellent set of in-service programs for staff employed in business offices.

A major qualification often not given much attention in the search for college and university business staff members is the ability to work harmoniously and effectively with a wide variety of staff and clientele groups. The establishment of credibility and rapport within the academic community has been especially difficult. Part of the problem appears to be the normal taciturnity of business personnel on one hand and the unusual sensitivity and critical nature of academics on the other. Friction and tension between faculty and administration often center around the business office. Faculty members voice the complaint that the business office makes academic decisions, that it is an arrogant and bloated bureaucracy, and that it takes forever to complete a simple transaction. Occasionally, academic administrators encourage these accusations. For their part, staff of the business office deride the ineptness or downright stupidity of academicians in business matters. They cite as an example the professor who purchased $25 worth of supplies at a downtown retail store, paid for them in cash, and demanded immediate reimbursement for the expense. They fume about the department head who ordered $500 worth of chemicals directly from a salesman without processing a requisition at a time when there was only $300 left in the departmental expense account.

However, difficulties in the relationships between faculty and the business staff stem from more than episodic errors on the part of either. One of the underlying causes is a fundamental difference in the concept of the role of the business office in a college or university. Faculty members tend to think that the only appropriate business office is that of service. Administrators, and especially those in financial affairs, are thought of as necessary evils to carry out the routine chores of keeping records, paying bills, and heating buildings. The only really important work of the institution, according to this concept, is done by the faculty. An almost diametrically opposite concept holds that the role of administration is control. According to this view, important decisions should be made by administrators who direct and control the implementation of the decisions by others such as faculty, staff, and students. In practice neither of these role concepts holds exclusive dominance; many business offices promote the idea that their purpose is to provide a service. But even language may sharpen the conflict. One of the unfortunate technical terms in college business management is "budget control." The term is used to describe the check to prevent a unit from exceeding budgeted expenditures, but many faculty members are sure it means that the business office determines the allocation of the budget!

Another cause of misunderstanding between the business staff and faculty results from lack of knowledge on both sides. Business staff feel the frustration of becoming inundated in a sea of paperwork not of their own making, but faculty seldom are even aware of this side of business affairs. Faculty knowledge of the financial aspects of higher education is usually limited. In a study of a sample of junior colleges, Roberts (1980) found that faculty scores on information about finance in their own colleges were on the average no better than they would have made by random selection of answers. Lack of important financial information is not limited by faculty. For example, a dean in a state university had been in his position for five years before he discovered he was eligible to participate in TIAA-CREF.

Another barrier to good business office-academic relations is that of terminology. The specialized languages of faculty groups do not include the language of higher education finance. Such terms as "internal auditing," "indirect costs," and "encumbrances" seem to threaten or confuse faculty and widen the already existing gap between them and the business office. If faculty are going to play an intelligent and constructive part in the future financial health of higher education this barrier must be overcome.

A major source of discord is the tendency of some presidents, business managers, and other administrators to keep financial information confidential. Lack of disclosure of such information results sin suspicions of mishandling of funds and rumors of use for patronage or other nefarious purposes of the administrator. Although the business office may be only implementing institutional policy in maintaining confidentiality of such information, it is easily blamed for the policy itself. Unit budgets, salaries, and travel allocations are particularly likely to be unavailable items. Faculty themselves are sometimes guilty of being in favor of releasing everyone’s salary but their own. One wag has contended that there are only two reasons why any man would want to keep his salary secret: (1) because he thinks he is being overpaid, or (2) because he has lied about it and does not want his friends to find out the truth.

It can be argued that any expenditure which is defensible can be defended to reasonable people and that openness of expenditure information provides an insurance of its defensibility. One argument sometimes used to support the withholding of information is interference with privacy rights. That argument has little weight in public institutions supported with public funds. Some administrators fear that a policy of openness of financial information would result in such a constant flow of curiosity seekers that routine operations would be impeded. This has not proved to be the case where public disclosure is required. While the elimination of secrecy in financial matters might not eliminate disputes over them, it would mitigate unfounded suspicions and rumors.

Faculty members are rightfully resentful of a financial vice president who makes institutional academic decisions; they should be similarly concerned about an academic vice president who makes institutional financial decisions. The special knowledge and expertise of both and of others are needed if the overall welfare of the university is to be served.

Structure and Functions of the Business Office
Although there are numerous variations in the internal structure of the business office, a typical organization in a large institution will cluster around the areas of fiscal affairs, business services, personnel, and maintenance. There are commonly two staff offices, internal auditing and legal counsel, the heads of which report to the vice president for business. A simplified version of business office organization is presented in the chart below.

[image: image2]

Internal auditing performs on a continuous basis the kinds of checks periodically made by outside or external auditors. These include determination of whether governmental laws and regulations are being met, whether adequate documentation of accounts is being made, whether institutional policies and procedures are being followed, and whether there is any misuse of institutional funds, materials, or equipment. Through internal auditing an institution may discover and correct errors before they become severe deficiencies. Because much of internal auditing is a check on the operations of the business affairs of an institution, this position is commonly filled by a staff officer reporting to the financial vice president. Although most legal work continues to be related to purchases and sales of property, contracts, and patents and copyrights, increasing attention is being required by personnel grievances and litigation arising from discrimination and collective bargaining. The legal counsel, like the internal auditor, is sometimes attached to the president’s office. Small colleges generally meet their legal needs through retaining outside counsel rather than the employment of full-time attorneys.

Comptroller is an old term designating the person in charge of business and financial affairs. The spelling has been modernized to controller and the position has been modified generally to designate the person in charge of fiscal procedures, although a few institutions still use the title for its chief business officer. The controller’s office has responsibility for receiving and disbursing all funds. To do so, it sets up accounts and records all financial transactions. The mechanical preparation of budgets and the periodic reporting of their status is part of its work as is the exercise of budget control to assure that expenditures do not exceed authorized amounts. In addition to providing quarterly or monthly reports on the status of each account to the appropriate budgetary unit, this office prepares numerous other financial reports, including annual reports of receipts and expenditures and of fund activities and balances. Management or assistance in the management of investments, especially short term investments made possible by a positive cash flow, is often one of its responsibilities. Especially important to all employees is its responsibility for payroll. Modernization of fiscal procedures has been widely accomplished and business offices typically use computers for much of their work. It is unusual and somewhat shocking to find institutions in which the chief business officer and sometimes even the president continue to sign individually all checks drawn on the institution.

In an effort to couple a growing number of business activities with a coherent organizational structure, many colleges have expanded a purchasing department into a department of business services. In other colleges individual services may still have heads who report directly to the chief business officer.

The purpose of a purchasing section is to secure an appropriate quantity and quality of materials at the best possible price at the time they are needed. This statement implies that purchasing is an assisting or service function rather than a control function. Nevertheless, purchasing must be accomplished within applicable principles, rules, and regulations. For example, most states require that purchases exceeding a certain dollar value must be advertised for bid. Also, since purchases are subject to audit, standard procedures for authorization and payment must be followed.

A typical purchasing process is initiated by a requisition to the purchasing office from the head of a budgetary unit. The requisition form lists the item to be purchased, the quantity needed, a description of the item, a preferred vendor, and the cost. If the item is one seldom ordered by the unit, cost information may be needed from the purchasing department. After the requisition is completed and signed by the unit head, it is forwarded, usually through one or more intermediate officers whose approval must be obtained. These approvals seem to imply that the person in charge of a budget is not competent to administer it or that the best decisions about a unit’s supply or equipment needs can be made by persons who are removed from the unit’s day to day operations. Or the approvals may be needed to reinforce the subordinate status of a department head to a division head. More likely they are symptomatic of higher education’s inability to decentralize administration effectively. There are at least two bad effects from this practice: needed materials are frequently delayed and useless paper work adds to institutional costs.

When a requisition reaches the business office it is reviewed by a member of the purchasing staff. If a better price is available from a different vendor, the unit head will be contacted and an agreement will be made to purchase it at the lower price. The purchasing department will issue a purchase order which is sent to the vendor and constitutes an official contract for the purchase. The purchase order may be a separate form or may be a copy of the requisition designated as the purchase order with a space for the purchasing officer’s signature. At some point, usually when the purchase order is ready to be forwarded, a budget control check is made to see that sufficient funds remain in the expense part of the unit budget to cover the purchase. When a department receives the purchase, the goods are checked to see that they are undamaged and that the order is complete. A copy of the purchase order verifying these facts is returned to the purchasing office and that office notifies accounts payable that payment is to be made. Although the process as described here appears to be cumbersome, in a well-operated business office, purchase orders can be issued routinely and expeditiously.

Some supplies, materials, and equipment are in such great demand that most institutions have internal arrangements for making them available to departments. Institutionally operated bookstores frequently double as supply stores; policies may permit the purchase of limited dollar amounts of goods from them on a departmental transfer form which is sent to the business office after supplies have been obtained. In addition, a central stores warehouse may be maintained from which supplies and even certain kinds of equipment such as typewriters can be secured quickly. These stores enable a college to take advantage of bulk prices, to expedite the requisitions of departments, and to reduce paper work. Other examples of such central business services are duplicating and printing, typewriter maintenance and repair, and internal mail service. The value of furniture and equipment even in a small college can easily be worth millions of dollars. Maintaining an inventory is an important institutional service in preventing loss and theft, in securing insurance and verifying insurance claims, and in disposing of property no longer needed. Property inventory is an appropriate function of the business services section of a business office. So is the purchase, operation, and maintenance of the fleet of vehicles the institution owns.

Contracted services are provided by an outside agency which the college pays when it feels that some of its work can be done more economically or more effectively through such an arrangement. Frequently contracted services are policy or security, food service, and custodial service. The determination of whether a service is to be contracted or institutionally operated may be difficult. For example, institutional food service is almost always criticized whether it is operated by the college or contracted. Deciding factors in whether the college operates it are often the cost and the difficulty in securing and retaining competent food service personnel. Special catering agencies appear to be more expert at managing food service while maintaining reasonable prices and still making a profit, than most colleges are at a break-even level. On some campuses there is resentment against "outsiders" being employed to carry on part of the work of the college. This resentment has led to frictions that have caused some institutions to turn back to conducting their own services, especially in areas like security.

The personnel section of the business office is one of the more recent developments in college business administration. Since it is relatively new, its responsibilities are often less stable and clearly defined than functions like accounting and purchasing. A developed personnel office generally maintains personnel records for all employees for payroll and benefit purposes; it has extensive responsibility for nonacademic personnel; it provides information, advice, and assistance concerning staff benefits; and it conducts activities for the development of staff.

Employment actions are officially made through the completion of a personnel action form. It contains information on the status of the employee, whether permanent or temporary, full-time or part-time, on salary or wages, budget on which employed, and other information necessary for payment of the employee. The form should be adequate to effect any change in the status of an employee, should provide for the signature of person authorized to approve the action, and have a space for the signature of the employee to verify the accuracy of the information it contains and the agreement of the employee to the action taken. A complete file of these records is maintained by the personnel section for all employees. Along with withholding forms and optional benefit deduction forms, they constitute the vital data for payroll. Depending on the division of labor within the business office, they are translated into payroll instructions by either the personnel section or the payroll staff.

For nonacademic personnel, the personnel section usually has a much greater role than record maintenance. Part of that role may be the determination of need for a nonacademic position requested by any unit in the institution, establishing a job description and title for the position, and setting the salary or wage level for the position. The process of authorizing and classifying positions replaces an earlier practice under which a director, dean, or department head could, if funds permitted, set up a position, decide on a title, and determine the salary to be paid. Under that practice serious inequities occurred and there was no systematic way in which nonacademic staff could seek internal promotion.

Once a position is established or if a vacancy occurs, the personnel office provides assistance in recruitment and appointment by advertising the opening, screening applicants, and recommending qualified ones to the employing administrator. The actual selection is not made by the personnel section, but by the administrator for whom the employee works. A new personnel system for nonacademic staff is resisted by administrators who fear that their authority or flexibility will be infringed upon, but after a period of smooth operation the desirability of such a system is recognized by almost everyone. A major advantage to employees is the opportunity for promotion within the institution as their qualifications and experience increase. Another part of a nonacademic personnel system is a procedure by which grievances can be made and resolved. A grievance procedure is designed to guarantee due process and fairness to employees and is as important in an institution which is nonunionized as one having unions.

Staff benefit programs have grown and become complex, often including optional parts about which employees need sufficient information to make intelligent decisions. Disseminating information about benefit programs, making certain that necessary papers are completed and filed, and assisting in securing benefits to which employees are entitled are all important tasks. The person responsible for staff benefits serves both academic and nonacademic personnel and must have detailed knowledge about medical and hospital insurance, term insurance, retirement programs, and all the other fringe benefits in which the institution participates.

Opportunities for staff to develop or improve their ability to perform their work effectively seems to be particularly appropriate for an institution of higher education. In a large institution a full-time coordinator for staff training and development may be needed. The cost of such a position can be more than paid for through more productivity resulting from training effort. Even in a small institution the designation of staff development as part of the responsibility of some administrator is desirable. Academic and administrator development programs are more appropriately managed by an academic administrator, but the whole range of nonacademic personnel training is appropriate to the personnel section in the business office. Beginning with the orientation of new employees to the institution, staff training activities extend to half hour sessions on good telephone conduct, one hour demonstrations on the application of a new cleaning product, apprentice training in air-conditioning maintenance and repair, and credit courses in office management. Not only can a variety of organized training programs be offered, but also individual staff members eager to advance can be assisted in designing a schedule of activities which will improve their qualifications and expedite their growth. Employee personnel files should reflect their participation in any extended training activity.

From the standpoint of size of staff, maintenance is the largest section in the business office. The director of this diverse group must be skilled in management and have a broad knowledge of engineering and technical matters. While a major part of maintenance requires unskilled labor to keep buildings clean and grass cut, even routine plant operation also requires skilled personnel to keep heating, lighting, air-conditioning, and plumbing equipment operating properly. Most institutions find it economical to maintain their own crews for painting, minor repairs, and even minor renovations. A carpenter shop which can repair furniture and build cabinets is common. If a sizeable fleet of vehicles is needed a garage in which most repairs can be made is needed. On the other hand, most major renovations and new construction is performed by outside contractors. Only a few very large universities employ their own architect.

Maintenance is one of the most visible parts of the business office to faculty, students, and other staff but often is not even associated in their thinking with the business office which is thought of largely in terms of its financial functions. Nor is maintenance often thought of by either its staff or the academic community as having significant impact on the programs of the college. The value of well run and maintained facilities to a good learning environment and good working conditions is great. An attractive campus with well-placed trees, shrubs, and flowers contributes to the aesthetic taste of those who use it and projects a favorable image to the occasional visitor.

Maintenance has far more employees than any other division of the business office. In addition to the typical responsibilities of the maintenance section, it may include others. In the past, security forces were usually lodged with maintenance because the protection of property was the main concern of campus police. With the increased need for personal security, policy now more typically report to some central administrative office such as student affairs or even the president.

The Development Office
One facet of finance in colleges not located in the business office is that of fundraising. In many colleges development is still dispersed among several offices. Other institutions have organized a comprehensive development office, usually with a vice president as its head. The term "development" is a euphemism for fundraising which is the central concern of development. It is critical to the financial health of private colleges and is increasing in importance for public ones. Development seems to be appropriately separated from the business office whose main concern is the management of financial and business affairs. The sensitivities of potential donors to a college require a specialized approach and expertise on the part of fundraisers. In spite of an organization which makes a chief development officer in effect a vice president for external affairs, presidents have to spend much of their time in development activities. Many prospective donors want to deal directly with the president and their anticipated gift is a guarantee that they can do so. The president and the vice president for development have to work effectively together if fundraising is to be successful. But the chief development officer must also have an intimate knowledge of the programs the institution offers and the needs they have in order to make the best appeal to the interests of the potential giver. In addition to being a common sense expert in human relations, the fundraiser needs technical knowledge about the varied types of gifts and agreements and which ones will be most mutually beneficial to the college and the donor. Most philanthropists have a mixture of altruistic and selfish motives, even if the selfish motive is no more than recognition and appreciation of generosity. More likely motives, though, are tax breaks to be realized, need for income security to be met, or desire for a not too academic child, grandchild, or nephew to be favorably considered for admission. A development officer must be knowledgeable about whether the needs of his client will be best met by an annual gifts, a bequest, a life income agreement, or some combination of these or other arrangements.

A comprehensive development office, regardless of the size of its staff, will embrace four major functions: private philanthropy; governmental support, alumni relations; and public relations. Private philanthropy includes, foundations, corporations, and individuals. Some characteristics of fundraising from these sources are common. Foundations, though, were established for the purpose of giving. Hey usually have clearly established policies about the types of agencies they will consider, the geographic area which they will cover, whether they will give funds for buildings, and programs in which they have a special interest. For the fundraiser who seeks support from foundations major tasks are selling his college and preparing grant requests. With corporations and individuals a long period of cultivation is often required.

The purpose of a government relations section of a development office is to secure public funds, usually from an agency of the federal or state government. Such support is typically in the form of a grant or contract, although government relations may also engage in lobbying activities to secure favorable legislation. In major universities a contracts and grants office will disseminate information about available funds and encourage faculty and staff to prepare proposals, provide logistical support in their preparation, and serve as liaison to government offices.

Alumni relations are cultivated by almost every institution. Alumni usually have a special fondness for their own college and can assist it in numerous ways. In addition to financial support, alumni help with student recruitment, graduate placement, lobbying, and promotion. They contribute money through regular alumni memberships, annual fund drives, "living endowment" programs, and capital campaigns. Lest alumni relations become entirely one-sided, colleges try to provide activities and services for alumni. They include special alumni days, class reunions, alumni college weeks, low-fare group tours, and many others. An aggressive alumni program is a major asset.

The goal of public relations is to project the image of the college so that it is favorably viewed by its various constituencies. To do so requires the presentation of its needs as well as its achievements. Seen from this perspective, public relations is properly an arm of development. In some institutions the role of public relations is distorted by its attachment to the president’s office where it serves primarily as an ego builder for a current administration.

The job of public relations is accomplished through audio, visual, and print media. But its scope is not restricted to publicity or news. It also takes an unattractive and unreadable college catalog and converts it into an informative and captivating document for current and prospective students. It develops materials about the people and programs of the college which will be appealing to the public and to specific groups of people who have an interest in the college, possibly even prospective donors.

Session 2: The Environment : An Overview of the Issues Surrounding the Financing of Higher Education in America


Dr. Baier would like to acknowledge and extend a large "Thank You" to all of the former students that have contributed to this compilation of supplemental web link resources. The list includes; Fredrick Butler, Gabriela Borcomon, Jennifer Cain, Maureen Clouse, Quynh Dang, Henrietta Egenti, Rusty Freed, Trisha Gonzales, Marcia Hartsfield, Donna Hughes, Alicia Huppe, Loyd Kegans, Robert Kuzma, Carla Lee, Rebecca, Lothringer, Robert Lothringer, Amber Mathews, Rosemary Murruy, Norman Nieves, Randall Saxon. 


Note: Some of the listed URLs may require that you be a subscriber to the given site to access the information.


1) Several of the authors in session 2's reading assignments referred to the need for publicly funded schools to be responsive to the needs of the public. The link below launches a report commissioned by the Texas Higher Education Coordinating Board (THECB) from the Council for Aid to Education (CAE). The purpose of the study was to identify issues important to the education of healthcare professionals in Texas and, consequently, the needs of the population. 

Several pertinent recommendations were detailed in the report. They include: (1) the need for developing a system for collecting data to be used in policymaking decisions; (2) planning for distribution of physicians to geographic areas of Texas where they will be needed; (3) addressing the shortage of nurses; (4) defining allied health professions and reforming the regulations for allied health professional licensing and accreditation; and (5) reorganization by the Coordinating Board to coordinate the development of policies and programs in the healthcare field.

http://www.thecb.state.tx.us/AdvisoryCommittees/HEP/0096.htm
NOTE: Once in this site, scroll down the page and click on "Looking to the Future: Health Professions in Texas." You will need Adobe Acrobat to read the report. If you do not have Acrobat, you can download it free by clicking on the "Get Acrobat Reader" button on the same page.

2) This article deals with how college students are going about paying for their college education. An increasing number of students and their families are borrowing large sums of money to cover educational expenses. The article also discusses the use of Pell Grants and the attempt that was made in 1991 to change the grants from an annual appropriation to an entitlement program. It further discusses the imbalance between grants and loans with the present loan to grant ratio being 3.8 to 1. 

The article concludes with a discussion regarding loan repayment and concerns over sufficient discretionary income to meet the payment obligations. Also included in the final discussion are areas that college officials must be aware with regard to the financing of higher education...things such as an increase in the number of P/T students due their need to work to cover their expenses, the need for enhanced job placement services, and the potential of fewer dollars being given to alumni offices due to the increased debt incurred by the students.

http://chronicle.com/che-data/articles.dir/articles-41.dir/issue-11.dir/11a05201.htm

3) There are several great articles on the Chronicle's website under Money/Funding/Tuition. Most of them require a password/subscription. If you have a subscription, take a look. I chose an interesting article under the AAHE (American Association for Higher Education) website.

The article is from April, 1998. It discusses what students think about the tuition and fees they are charged and the difficult task that institutions have in pricing the cost of education. The study found that 45% of the students surveyed at a private college felt their college charged more than it spent on their education. At a public university, 81% of the students felt the same. The article discusses where students thought the profit was going and what they felt the tuition should actually be at their institution (which was very close to what the institutions were charging). The article is worth reading!

http://www.aahe.org/members_only/bull_1apr98.htm
4) The following link is not an article but a letter from President Myles Brand of Indiana University to those visiting the IU website. He writes about how many government leaders in his state want to increase the funding that is available for higher education. He goes on to mention how other states have done this and why those states are improving the quality of the education their students receive. 

The link is: http://www.iuinfo.indiana.edu/pres/legislative_affairs/investing.htm

5) This article gives a brief overview of how institutions of higher education have become "bloated" and top heavy. The author is critical of the lack of labor productivity offered by universities and colleges as a whole, while costs for tuition and fees have increased more than three times the consumer price index.

This article serves as a warning for institutions of higher education to focus on cost containment before the federal government steps in. Although highly opinionated, the author provides data to support his view.

http://www.independent.org/tii/content/op_ed/vedder_higher_ed_costs.html
6) This article from the State of Washington Research Council discusses "Trends in Higher Education Finance." It begins with a discussion on how the percentage of the state's budget allocated to higher ed now is less than it was in the 1970's and how that is going to have to change. Lawmakers are having to make touch decisions on how to allocate the tax dollars. The article goes on to provide historical information regarding the allocation of funds to the institutions, discusses the growing importance of local funds at the different state supported schools, and provides statistics showing that in 1980 tuition was 14% of expenditure on Instruction and 13 percent of taxpayer support...in 1998 tuition had grown to 35% and 26% respectively. 

The article also discusses how students and families are having to pay for a larger portion of the costs and because of this, additional funding is begin provided in state programs to assist. The article concludes with a breakdown of 1998 figures in the Washington Higher Ed system.

www.researchcouncil.org/Reports/1999/HigherEd/Higher%20Ed%20Trends.htm
7) Here is an additional link for Session #2. This is specific to the needs of taxpayers in Alabama.

http://alabamafamily.org/98gti/education/edu10.htm

8) This article is from US News and discusses the promises made by President Bush regarding improving federal funding for schools. It also discusses the pros and cons of SATs . The main concern of the author is that the Senate can not decide on how much money to spend to support Bush's programs. In the long run, this should ultimately be decided, but until then nothing will be done about it.

http://www.usnews.com/usnews/issue/010507/opinion/7edit.htm
9) This is a link to the State of Nevada's Pre-Paid tuition program. In order to help parents fight the rising cost of tuition, Nevada offers a program that allows them to pre-pay their child's tuition at today's costs. This not only benefits the parents, but it also greatly benefits the state institutions in Nevada.

http://prepaid-tuition.state.nv.us/info.htm
10) This document gives you an idea about how THECB works in appropriating the funds for higher education. I found it very interesting.

http://www.thecb.state.tx.us/reports/HTML/0239/0239Frm0001.htm
11) This article tracks the private economic benefit/cost ratios of a college investment for men and women from 1967 to 1999. Included in the findings were some of the changing costs, complications, and benefits posed to those acquiring higher education. The summary presented statistics that showed, in the end, the private economic benefits far out weighed the cost of a college investment. In addition to the article, there were many informative graphs that break down the annual institutional charges at public and private 4-year institutions, as well as comparing the average annual income for both male and female high school and college graduates 25 years of age and over. 

http://www.postsecondary.org/archives/previous/1011100RATIOS.pdf
12) This article, "Statistics in Brief: Higher Education Finance and Services”, gives an overview of financing for higher education. It looks at the budgets and the services of the university. This site gives a thorough summary of finance of higher education and the statistics are great!

http://nces.ed.gov/spider/webspider/95393.shtml
