Appendix B

NPEC IPEDS Review Working Grouptc "NPEC IPEDS Review Working Group"
Cost, Price, and Financial Aid Focus

Summary and Next Steps

A.  January 14-15, 1999

Chair, Michael Middaugh, University of Delaware
Attending the meeting:  Michael Middaugh, Jay Noell, John Lee, Carol Fuller, Clare Cotton, Mark Putnam, Sue Budak, Robert Kuhn, Hans L’Orange, Peter Stowe, Susan Broyles, Max Scruggs, Dennis Carroll, Dan Madzelan, Brenda Albright, Roslyn Korb, Meredith Ludwig, David Bergeron, Paul Brinkman, Patrick Dallet, Mike Mullen, Samuel Peng, and Robert Toutkoushian.

Unable to attend: Sandra Starke, Dennis Jones, Kala Stroup, and Gordon Winston

The three purposes of the second meeting of the Working Group were: to review the data items and instructions for the proposed July-August data collection by NCES; to hear the reports of the subgroups on definitions and reporting methods related to the Congressionally mandated Cost Study; and to discuss the implications of creating a brand new Market Basket—price index for postsecondary education.

1.   Data Items and Reporting Methods

NCES is preparing a summer web based data collection of items mandated in the HEA: 98 based on the recommendations of this Working Group.  A sample was provided and the group reviewed it with an eye towards clarifying items and instructions. 

A. The reference to years on the data form should be changed to indicate the data provided should be “as of” fall 1999. The other years on the form will be clearly marked as “Academic Year, 1997-98,” for example.

B. The rows in the data form collecting price data will be:

Tuition and fees (reported together) for students within jurisdiction

Tuition and fees for students out of jurisdiction

Room and Board

Other expenses for on-campus students

Other expenses for off-campus students living with parent/family

Other expenses for off-campus students not living with parent/family

C. The form that will be used to gather data on student financial aid should be amended as follows: grants and loan categories remain as they are proposed however, the column label is clarified to be: Average amount of this type of aid.

D. Further clarity was found to be needed with respect to the definition of students used in this data collection. The working group suggested that the Student Right to Know definition be used: First time, full time degree seeking undergraduates.

Two separate pages are anticipated to collect data on price and student financial aid to accommodate suggested caveats for price information and for financial aid information.  In addition, the data collection site will be linked to U.S. Department of Education information pages on financial aid programs. 

A separate form will be created by NCES to accommodate nontraditional institutions, showing contact hours as the basis for calculating student tuition and fees.

E. The new web based data collection effort is anticipated to unfold, as follows:

Coordinators will be notified it is on its way.

Coordinators and institutional data providers will receive Ids and Passwords.

The features of locking and simultaneous entry of data will be explained through training and information sessions in a variety of settings.

The effort will begin in May, the data collection will be open to providers in July, and close on August 15, 1999.

The system will generate e-mail messages to the Coordinators letting them know when institutions have submitted data and when records are ready for review. Once the institutional record is locked, it will be available through the SQL server for display on web pages and for peer analysis by the providers and the public.

The Working Group discussed a number of display issues that reflected their concerns about consumer access and understanding of the data that will be presented on the individual institutional web pages. They suggested that NCES add either an institutional web address or an institutional telephone number for consumer follow up.  These contact pieces will be in addition to the link to the institution’s web pages that is already planned.

The draft forms and instructions for the July-August collection can be found at http://nces.ed.gov/ipeds/augdraft.htm.

1.  The Cost Study

See the draft statement of work http://ocfo.ed.gov/CONINFO/CCS.htm
Before discussing the subgroups’ reports regarding definitions, methods, and reporting aspects of the Cost Study, the Working Group addressed the implications of separate finance data collection for public and independent postsecondary institutions.  The members suggested to NCES that there be different public and independent files, electronic codebooks, and descriptions, enabling users to identify and understand difference and similarities in the data collections for the two sectors.

A.
Reports from the Subgroups 

Subgroup I focused on parts C1, a-f of the study. These areas refer to tuition and fees, faculty salaries and benefits, administrative salaries, benefits and expenses, academic support services, research, and operations and maintenance. The scope for this group includes all operating expenses, both restricted and unrestricted, and all revenues.  It excludes capital expenditures. 

Subgroup II focused on C1, g, which refers to institutional expenditures for construction and technology and the potential cost of replacing instructional buildings and equipment (capital costs). 

The two subgroups incorporated comments from the Working Group and provided this summary regarding definitions for collection of data. They also developed a sample work sheet to display the relationship between the data items and assist institutional data gathering. Finally, they offer a discussion of the issues around expenditures for construction and technology and replacement value of instructional buildings and technology. 

The third subgroup focused on part C2, that refers to the evaluation portion of the study and the research questions addressing the relationship between financial aid and pricing strategies and the impact on tuition increases. 

NCES Cost of Higher Education StudyChair, Larry Goldstein

The objective of this effort is to provide guidance for the collection of data as required by Congress.   The suggested approach for data collection is the use of campus interviewers who will complete three worksheets.  The worksheets are: a summary of revenues, a cost matrix, and a reconciliation of the financial statements to the totals on the other two worksheets.

In addition to the development of a format for the data collection, it also was requested that a series of definitions be provided to ensure uniform reporting of information. Revenue and expense definitions are included in this report. (For the sake of convenience, the term expenses is used throughout the definitions.  It is recognized that the relevant term for public institutions is expenditures.)

THE REPORTING ENTITY

The majority of information that the campus interviewers will gather will come from the institutions’ financial statements and underlying general ledger.  However, because the goal is to arrive at a similar group of costs irrespective of the accounting standards that the institutions follow, in some cases information will come from the financial statements of affiliated entities.  For example, state laws often motivate public institutions to use fundraising foundations, athletic associations, or other affiliated entities to hold or administer significant resources for the institutions’ benefit.  Similarly, a few private institutions create affiliated entities to hold property or manage investments.

Information about the revenues recognized and the expenses/expenditures incurred by the affiliated entities are often necessary to a complete understanding of the revenues and costs of an institution providing educational services.  It is necessary that campus interviewers query an institution’s officers about significant functions assigned to entities outside of the institution’s financial reporting entity, with the goal of including the revenues and expenses/expenditures of those entities in the worksheets.

Similarly, it is necessary to include certain costs paid by a state on behalf of a public institution.  For example, many states pay insurance premiums or retirement benefits for the faculty and staff employed at their colleges and universities.  Only on-behalf payments for fringe benefits are required to be reported in the financial statements of the institution.  Campus interviewers should query an institution’s officers about whether on-behalf fringe benefits are included within revenue and expenditures of the institution and whether any significant costs are paid by entities outside of the institution’s financial reporting entity.  Once again, the goal is to include those costs in the worksheets.

The goal of arriving at a similar group of costs for each institution is a challenging one.  To reduce both the institution’s burden in participating in the study and the campus interviewer’s effort in completing the worksheets, the information gathered need not be entirely comparable from institution to institution.  For example, some activities, such as summer session and intramural athletics, are often classified in different functional categories.  It is not necessary to reclassify these activities from one category to another, but it is necessary to capture the activities in each institution’s worksheets.

To capture all costs of instruction and sources of support, it is necessary to gather data on all revenues and expenses/expenditures of the institution.  For private institutions, campus interviewers will gather information about activities in all three net asset classes as well as capital expenditures.  For public institutions, campus interviewers will gather information about activities in all fund groups.  

REVENUE CATEGORIES:

Information about revenues for the institution and any included affiliated entities will be summarized in the Revenues worksheet (Attachment A).  The revenues are defined as follows:

Tuition and Fees:  include all amounts recognized for tuition and fees assessed for educational purposes.  If the institution reports tuition and fees net of tuition allowances and discounts and bad debt estimates in its financial statements, those amounts should be added back in reporting the amount in the revenues worksheet (and will be a reconciling item in the reconciliation worksheet).

Government Appropriations:  include all amounts recognized from governmental units in the form of appropriations.  Report the appropriations in three categories:  federal, state, and local appropriations.

Grants and Contracts:  include all amounts recognized under grants, contracts, or competitive agreements from government agencies, foundations, corporations, or others.  Do not include contributions in this category.  Public institutions should use the amount in the Statement of Changes in Funds Balances (i.e. amount received) rather than the amount in the Statement of Current Fund Revenues, Expenditures, and Other Changes (i.e. amount earned by qualifying expenditures).

Sales and Services of Educational Activities:  include all amounts recognized as a result of the sale of goods and services incidental to the conduct of instruction, research, and public service, as well as revenues of activities that exist to provide instructional and laboratory experience for students and that incidentally create goods and services that may be sold to students, faculty, staff, and the general public.  Revenues generated by hospitals should be classified as sales and services of hospitals.  Revenues generated from patient care in non-hospital settings such as clinics and non-student infirmaries should be classified as Patient Care Sales and Services.

Contributions:  include all amounts recognized as gifts.  Report the gifts in three categories:  unrestricted and expendable restricted, unexpendable restricted (e.g., term and permanent endowments, annuities, life income funds), and contributions from affiliated entities. Public institutions should use the amount in the Statement of Changes in Funds Balances (i.e. amount received) rather than the amount in the Statement of Current Fund Revenues, Expenditures, and Other Changes (i.e. amount earned by qualifying expenditures).

Investment Income:  include all dividends, interest, rents, royalties, or other earnings and net realized and unrealized gains/losses from non-endowment investments.

Endowment spending rate :  include endowment earnings made available for spending using the institution’s spending rate policy.  If the institution does not use a spending rate policy, include endowment earnings used to support current operations.

Reinvested endowment return:  include the excess of investment return (dividends, interest, realized and unrealized gains and losses, etc.) over the amount made available for spending.  The sum of this amount and the endowment spending rate amount should equal the total return on the endowment portfolio.

Patient Care Sales and Services:  include all amounts earned directly from patient care provided in non-hospital settings such as clinics and non-student infirmaries. 

Sales and Services of Auxiliary Enterprises:  include all amounts earned directly from the operation of auxiliary enterprises. .  If the institution reports auxiliary enterprise revenues net of allowances and discounts and bad debt estimates in its financial statements, those amounts should be added back in reporting the amount in the revenues worksheet (and will be a reconciling item in the reconciliation worksheet).

Sales and Services of Hospitals:  include all amounts earned directly from the operation of a hospital including revenue from daily patient care, special care, and other services.

Independent Operations:  include amounts earned directly for the support of, or as a result of activities of, separately organized operations that are independent of or unrelated to the primary missions of the institution although they may contribute indirectly to the enhancement of these programs.  This category is generally limited to major federally-funded research and development centers.

Other:  include all amounts recognized from sources not identified above.

EXPENSE CATEGORIES:

Information about expenses and capital expenditures of the institution and any included affiliated entities will be summarized in the Costs worksheet.  The use of a matrix will identify these costs both in their natural classification (e.g., salaries, supplies) and in functional expense categories (e.g., instruction, research, academic support). The legislation references specific elements to be collected in the study including, among others, faculty salaries and benefits, administrative salaries and benefits, research, technology and operations and maintenance.  Because some of the required elements are natural classifications and others are functional classifications, without the use of a matrix approach, it is likely that some costs would be counted more than once.  For instance, faculty salaries would be captured in the effort to identify total faculty salaries and benefits but some portion of these amounts also could be counted as part of the total research costs. 

Most natural classifications do not require definition because they are commonly used and understood.  A few require further elaboration, as follows:

Faculty, Administrators, and Service Professionals: are defined using the EE06 descriptions of those responsibilities.

Depreciation:  the annual cost of using property and equipment.  This category is used only by institutions that depreciate their property and equipment.

Educational and General Technology:  Include all separately budgeted or otherwise identifiable costs related to the provision of voice, video, and data systems (including telecommunications) in the following areas:  administrative and academic data processing (i.e., collecting, recording, processing, storing, retrieving, displaying or transmitting information); development and maintenance related to application, operating, database, or other systems installed on personal computers, servers, mainframes, or peripheral devices; support activities related to telecommunications equipment and services; support activities related to the acquisition, replacement, installation, repair, and maintenance of hardware and software; support activities related to network infrastructure including wiring, fiber, hubs, and servers on wide-area or local networks (including the connection to the Internet); and, training and helpdesk support services.  Also include the purchase or lease costs of the hardware, software, and services for the provision of voice, video, and data systems (including telecommunications). These items are generally identified by sub-object of expenditure, vendor, or item description and include both capitalized and non-capitalized items.

These costs are divided into four natural classifications:

1. Salaries and wages—technology, only include salaries and wages for individuals whose primary responsibility is the provision of technology services and support of technology services. For example, faculty using web-based technology in the delivery of courses should be included in the classification of “Faculty, Administrators, and Service Professionals” and the Instruction function category.

2. Benefits—technology, only include benefits related to the salaries and wages descried above.

3. Capitalized plant, property, and equipment—educational and general technology, and 

4. Noncapital educational and general technology.

The functional categories are defined as follows:

Instruction:  expenses for all activities that are part of the institution’s instruction program.  Expenses for credit and noncredit courses; academic vocational, and technical instruction; remedial and tutorial instruction; and regular, summer, off-campus/distance learning, special, and extension sessions should be included.  Expenses for departmental research and public service that are separately budgeted or otherwise identifiable should not be included in this category.  This category also excludes expenses that are primarily administrative in nature.  For example, academic deans should be excluded from this category unless the primary role of the dean is instructional.  Similarly, department chairpersons for whom instruction is a primary role are included in this category.  

Research:  expenses for activities specifically organized to produce research outcomes, whether commissioned by an agency external to the institution or separately budgeted (or otherwise identifiable) by an organizational unit within the institution.  Subject to these conditions, the category includes expenses for individual and/or project research as well as that of institutes and research centers.  The category does not include all sponsored activities nor it is limited to externally-funded research.  Internally supported research programs, if separately budgeted or otherwise identifiable, should be included in this category.  Expenses for departmental research that are separately budgeted or otherwise identifiable are included in this category; however, such expenses that are not separately budgeted or otherwise identifiable should be reported in the Instruction category. 

Public Service:  expenses for activities established primarily to provide noninstructional and non-patient care services beneficial to individuals and groups external to the institution.  These activities include community service programs  and cooperative extension services.  Examples of activities that constitute public service are conferences, institutes, general advisory services, reference bureaus, radio and television, consulting, and similar services to particular sectors of the community.  

Patient Care:  expenses associated with direct patient care provided in non-hospital settings such as clinics and non-student infirmaries. 

Libraries:  expenses for organized activities that directly support the operation of a catalogued or otherwise classified collection of non-museum materials.  

Academic Support:  expenses incurred to provide support services for the institution’s primary missions of instruction, research, public service, and, where appropriate, patient care.  It includes the retention, preservation, and display of educational materials such as in museums and galleries; the provision of services that directly assist the academic functions of the institution such as demonstration schools associated with a department, school, or college of education; media such as audio-visual services, academic administration (including academic deans if assignments are primarily administrative in nature but not department chairpersons unless assignments are primarily administrative in nature) and personnel providing administrative support and management direction to the primary missions; and, separately budgeted (or otherwise identifiable) support for course and curriculum development.  Although Libraries frequently are reported as a component of Academic Support, for purposes of this data collection, Libraries should be reported separately.  

Student Services:  expenses incurred for offices of admissions, enrollment management, and the registrar activities with the primary purpose of contributing to students’ emotional and physical well-being and intellectual, cultural, and social development outside the context of the formal instructional program.  It includes expenses for student activities, cultural events, student newspapers, intramural athletics, student organizations, intercollegiate athletics (if not operated as an auxiliary enterprise), counseling and career guidance (excluding formal academic counseling by the faculty), student aid administration, and student health service (if not operated as an auxiliary enterprise).  

Institutional Support:  expenses for central administrative and executive-level activities concerned with management and long-range planning for the entire institution, such as the governing board, planning and programming, and legal services; fiscal operations, including, but not limited to, the controller, budgeting, accounts payable, payroll, bursar, risk management, and investment offices; space management; employee personnel and records; logistical activities that provide procurement, storerooms, printing, and transportation services to the institution; support services to faculty and staff (not operated as auxiliary enterprises); and, activities concerned with community and alumni relations, including development and fund raising.  This category should exclude the portion of expenses allocated to other major categories (i.e., auxiliary enterprises, hospitals, independent operations).  

Operations and Maintenance:  expenses for the operation and maintenance of physical plant including non-capital building repairs, landscaping and grounds maintenance, utilities, fire protection, and property insurance.  

Scholarships and Fellowships:  expenses for scholarships and fellowships in the form of outright grants to students selected by the institution and financed from operating funds whether unrestricted or (temporarily) restricted.  Also included are trainee stipends, prizes and awards, except in those instances where trainees are not enrolled in formal course work.  (NACUBO’s Special Advisory Report 97-1 established guidance related to the accounting for scholarship and fellowships.  Under most circumstances, such payments made by an institution will be treated either as a scholarship allowance (offsetting tuition, fee, and/or auxiliary enterprise revenue) or an agency transaction.)  If the institution reports scholarships and fellowships net of allowances and discounts in its financial statements, those amounts should be added back in reporting the amount in the costs worksheet (and will be a reconciling item in the reconciliation worksheet)).

Auxiliary Enterprises:  expenses incurred in programs providing goods or services to students, faculty, or staff, at fees related to the cost of the goods or services, and operating on a self-supporting basis.  Examples include residence halls, dining operations, intercollegiate athletics and/or student health services (only if essentially self-supporting), college stores, university presses, faculty clubs, parking facilities, and faculty housing.  In addition to the direct operating expenses of such programs, Operations and Maintenance, Institutional Support, and Technology expenses (if allocated) should be reported in this category.

Hospital Services:  expenses associated with the operation of a hospital reported as a component of an institution of higher education.  Include nursing expenses, other professional services, administrative services, fiscal services, and charges for operation and maintenance of hospital plant. In addition to the direct operating expenses of such programs, Operations and Maintenance, Institutional Support, and Technology expenses (if allocated) should be reported in this category.

Independent Operations:  expenses for separately organized operations that are independent of or unrelated to the primary missions of the institution although they may contribute indirectly to the enhancement of these programs.  This category is generally limited to expenses of major federally-funded research and development centers. In addition to the direct operating expenses of such programs, Operations and Maintenance, Institutional Support, and Technology expenses (if allocated) should be reported in this category.
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EXPENDITURES FOR CONSTRUCTION AND TECHNOLOGY

AND

REPLACEMENT VALUE OF INSTRUCTIONAL BUILDINGS AND TECHNOLOGY

Chair, Michael Mullen


The charge to subcommittee three was section C.1.g of “the study” and this report reflects only the thoughts of the appointed chair.  However, several members of the committee have provided input and there has been some very good discussion about the role of capital assets in the determination of the costs of higher education.


The bill language indicates that “Such study shall include information with respect to— … (G) institutional expenditures for construction and technology and the potential cost of replacing instructional buildings and equipment.” 


There are several implications from the language that should be discussed by the committee before the subcommittee recommends potential definitions and data collection approaches:

1) The focus on “expenditures” simplifies the scope of the study but compounds the issues between accounting practices in private and public institutions. 

a) Eliminates much of the debate about economic costs and deferred maintenance.

b) Focuses attention on current expenditures, which increases the need for longitudinal analysis.

c) Raises the need for the uniform treatment of depreciation for public and private institutions.

d) Includes both operating and capital funds in ways that are confusing and complicated.

e) Increases the need for multiple dimensions in the reporting structure. (program/function and expenditure class)

2) Construction is a broad term that could include most of the following types of projects

a) Additions to university space, both new facilities and expansions of existing buildings.

b) Major renovations to buildings and infrastructure.

c) Minor renovations that meet capitalization definitions and

i) Improve the nature of major systems

ii) Restructure the facility to meet programmatic needs

iii) Alter the intended use of the space.

iv) Preserve the asset, including rehabilitation, replacement, and renewal.

v) Implement Corrective Maintenance

vi) Implement Preventative Maintenance

vii) Replace moveable equipment

viii) Provide technology upgrades

ix) Other projects.

d) Infrastructure upgrades and replacement

e) Non-building projects

i) Roads, parking lots, etc.

ii) Outdoor facilities

iii) Grounds, signage, etc.

3) Technology is also a broad term and the subcommittee should have the benefit of the discussions of the Goldstein Committees suggestions on the classification of expenditures before proceeding. 

a) One approach would be to focus on only expenditures, including leases that meet capitalization definitions. This would eliminate most software purchases and increasingly workstation and add-on equipment acquisitions, as well as all salaries, wages, and benefits.

b)   Technology should include aspects of voice, video, and data systems and applications to reflect the optional approaches taken to the delivery of instruction, research, public service and administrative services and products.

c) Multiple product problems will have to be resolved. For example, consider the office and activities of the assistant registrar or assistant comptroller responsible for operations and distributed applications and systems. Should they be included in the technology or function allocation of expenditures?

4) Use of the information on expenditures would be enhanced by differentiation of current or intended use of the space or asset. Calculations of capital stock or expenditures per student should not include costs associated with hospital, auxiliary, or research facilities or equipment.

a) It is questionable if institutional information systems can provide this distribution for facilities and especially, for infrastructure and technology.

5) Replace costs are sought for “instructional” buildings and equipment.” 

a) Similar information should be collected for other programs to provide a comprehensive picture of the total campus.

b) How should replacement value be calculated for rental facilities, both long-term and temporary?

c) Risk management insurance values for replacement costs would be more readily available than professional estimates and may be more accurate than other approaches to estimates.

d) Role of digital technology in replacement of laboratory equipment should be considered. For example, simulation versus “wet lab” in biological, physical, and social sciences. 

6) Structures of the private and public IPDES report reflect the differences in accounting practices and reporting orientations for financial statements. The data collection and definitions will have to bridge this difference in practice and thinking. Some of the public college structure would be helpful for private college reporting. See section N of F-1 – Bureau of the Census items. There should be an expansion of the E&G category to allow for the separation of expenditures related to the major missions. Part M does not provide information on construction expenditures and land purchases from current funds. Does part M include expenditures made by other organizations for the university and capitalized leases?



There are serious questions about the availability of inventory-based information about facilities and other capital assets. Facility and equipment inventories at many institutions are inadequate to provide this information, especially if allocated by major mission or function. The NSF survey provides some insights into the type of information available and problems that should be anticipated.

STATEMENT OF CAPITAL ASSETS


Although the focus of the charge to the subcommittee is on expenditures and replacement costs, there is a need to consider the accurate and appropriate reporting of the value of land, buildings, equipment assets of institutions. Three papers provide an extensive review of the issues involved: GASB Issue #2, Paper #7, August 4, 1998, Gordon Winston’s PORTFOLIO article from July, 1993, and the Winston/Lewis article in the Eastern Economic Journal, Spring 1997. Rather than repeat their points, I encourage the committee to review these articles.


The role of depreciation and deferred maintenance in the statement of the current value of institutional assets should be discussed. Replacement cost is a separate issue that can be dealt with, especially if there is agreement to rely on Risk Management values. The simple approach used in previous IPEDS reports, changes in balances, will not be adequate. 


Additional issues will be identified during the meeting. 

   Progress Report from Subgroup for PART C2

The Evaluation Portion of the Cost Study

Mark L. Putnam, Chair

Our subgroup was asked to focus on part C2, the evaluation portion of the study, which addresses the relationships among tuition (price), expenditures (cost), and financial aid.  Our assignment was to explore questions of definition, methods of data collection, and any other issues that might inform the Statement of Work and the contractor who will eventually complete this study for NCES.

This research project involves two phases.  The first is a data collection effort, which will yield a data set for the sample of institutions defined in the Statement of Work.  The data collected will include institutional revenues and expenditures as outlined in the legislation, NPSAS data when available, and aggregated financial aid data for years in which the NPSAS is not administered.  Accordingly, the sample will be based largely on colleges and universities randomly selected for NPSAS.  Institutions in the sample, which are not already included in NPSAS, will be asked to provide the same data as NPSAS participants.  

The second phase of the project, which is the evaluation portion of this study, presents several methodological challenges.  The primary challenge is that we proceed into this study without an adequate price model for higher education.  Though attempts have been made from time to time, they are partial at best.  The committee recommends that the contractor review of paper presented to the Cost Commission entitled, “Student Aid and Tuition: Toward a Causal Analysis” by Roy J. Pearson and Stephane Baldi (American Institutes for Research, Pelvin Research Center, December 1997).  In addition, we urge the contractor to consult with one or more of the following research groups to explore the challenges inherent in developing a price model for higher education:

The National Bureau of Economic Research – Higher Education Group

The Williams Project for Economics of Higher Education – Gordon Winston, Williams College

The Institute for Research on Higher Education - Univ. of Pennsylvania, Graduate School of Ed.

It should also be remembered that the study is limited to the years 1999-2001.  Accordingly, the dramatic changes we have witnessed in both cost and price over the last ten years are not a subject of this study.   This does raise concern regarding the limited effects we may see in data collected at this point in history and over such a short period of time.

The following issues were raised during our discussions, and are presented here as background for the potential contractor.

1) The portion of the study labeled C2.a., which asks for changes over time in expenditures, will certainly report the basic trends for each of these major categories, but should also note changes in allocations among the categories.  In other words, it will be important to see the increases or decreases in each category in relationship to others in order to understand institutional priorities and/or cost pressures that may be driving allocation decisions.

2) The relationship between expenditures and price suggested in C2.b. can be expressed in simple terms by comparing percentages of increase.  In some categories, such as technology, we might see increases that are actually higher than the percentage of increase in price.   In other categories, such as academic support services, we might see increases that are less than the increase in price.  The study can show how these data correlate, but reaching the level of causality is another matter. The Statement of Work should request a research design that tests for relationships between the many independent variables identified and the dependent variable -- price.  

3) The last portion of the evaluation design labeled C2.c. presents several issues that will need to be resolved.  It has been suggested that some members of Congress are interested in determining if a causal relationship exists between the availability of federal financial aid and tuition pricing.  Such a relationship, in their understanding, would be based on the increased availability of Federal financial aid, which in turn permits increased institutional expenditures, and therefore, drives the price of attendance.  While we probably would agree that financial aid, institutional expenditures, and prices do indeed correlate, understanding causality in a system this complex is a tall order.  Is it enough to show a “relationship” without establishing a causal connection?  Are there any hidden dangers in this approach?

4) In order to assume that this causal relationship exists, one would also need to assume that pricing decisions are made on the basis of a rational and sophisticated analysis of the supply of Federal financial aid and a set of well-defined, anticipated expenditures for a coming year.  Instead, pricing decisions in higher education are made in the context of a complex set of factors that differ by institutional type.  The subgroup reviewed literature that described this complexity.  For some institutions this is a recipe that includes a sense of what the market will accept in light of competitive pressures.  That analysis, however, is by no means uniform.  One institution may determine that it cannot increase its price beyond a certain level for fear that it would be placed at a competitive disadvantage.  Another institution may decide that its price should not fall below a given level in relationship to its competition in order to remain consistent with a certain level of prestige.  Others make their decisions with respect to the appropriation that is available from the state.  Further, while institutional budgets may be modeled for several years, they are determined on an annual cycle, not necessarily coinciding with the decisions at the Federal level regarding the availability of financial aid.  Is it possible to collect information from institutions in the sample that would place each one into a set of categories that describe pricing approaches?  Can a model be designed for understanding these relationships?  Is this too qualitative to tackle?

5) Understanding the role of Federal financial aid in creating a net price, given the vague reference to merit aid in C2.c., suggests that we will need to understand the preparation of a financial aid package as a subsystem of its own.  To determine what role Federal financial aid might play in tuition discounting, the study will need to take into account the relationship Federal financial aid has to other forms of financial aid.  To be more specific, an institution which guarantees to meet the full need of all eligible students is using its own resources in a way that institutions which "gap" students are unable or unwilling to do.  This difference impacts expenditures and pricing on both an institutional and national scale.  Add to this the role of funded vs. unfunded aid, merit vs. need-based aid, preferential need analysis and preferential packaging for particularly desirable students, and the differences between institutional and federal methodology, and the complexity of the system becomes apparent.  Is it possible or desirable to collect data on these differences?






