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AT 1 initiative on college costs.

Strengthening Board Capacity

for Overseeing College Costs

he United States is home to

some of the wealthiest col-

leges and universities in the
world, yet many observers inside and
outside of academe believe our system
of financing higher education is be-
coming unsustainable. Our generation
faces the daunting task of providing
greater opportunity, at higher quality,
to more Americans than ever before,
on a funding base that will be more
constrained than ever. This collision
of well-established trends in how our
nation funds higher education and
our society’s future needs is cause for
concern for the governing boards of all
colleges and universities.

Tuition has been rising at rates

well above inflation for the last
25 years. Financial aid also has
grown—particularly in the form
of student borrowing and grant
aid that institutions themselves

provide fI‘OI’l’l endowments and

By Jane V. Wellman

scholarships. Still, college access for
students from low-income families
remains well below that for stu-
dents from middle-income and up-
per income families. Taxpayer fund-
ing from state and federal resources
continues to grow, but not enough
to keep pace with both the rate of
enrollment growth and inflationary
cost increases within higher educa-
tion. As a result, among public in-
stitutions, per-capita funding from
state resources reached a 25-year
low in 2005. [The chart on page 3
shows state funding trends over the
last 25 years.]

Students everywhere are bor-
rowing more to finance the costs
of their education—and borrow-
ing is particularly prevalent in the
private sector; nearly three-quarters
of bachelor’s recipients in private
institutions graduated with debt in
2004. Moreover, the prospects for

growth in state funds allocated to
higher education are not good. In
most parts of the nation, enroll-
ment demand is likely to outpace
the rate of growth in state and
federal subsidies for at least the
next ten years. This will place more
pressure on public and private
institutions to rely on tuition and
philanthropic giving for a good
deal of their revenues. It also will
lead students and their families to
depend on the fragile system of
financial aid to make higher educa-
tion affordable. [ The chart on page
4 shows the rising price of tuition
in relation to family income. ]

As public 1nstitutions continue
to raise tuition levels, the fiscal dif-

ferences between public and private
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nstitutions are beginning to blur,
with the result that both types of
institutions are competing for the
best students with offers of “tuition
discounts.” Such discounts are a cost
to institutions in the form of for-
gone tuition revenue. The practice
is greatest among regional private
colleges with low enrollments and
relatively low student selectivity, but
its popularity is increasing among

public institutions as well. Studies

About The Cost Project

of discounting among private insti-
tutions show that nearly 80 percent
of freshmen receive some form of
tuition discount, averaging $9,000
per student.!

Despite increases in this type
of financial aid, continued tuition
increases inevitably sour public
opinion about higher education,
risking the goodwill needed to
sustain philanthropy, public fund-

ing, and support for continued

This paper is the first in a series of reports and initiatives that will constitute

AGB’s Cost Project. Supported by a grant from the Robert W. Woodruff

Foundation and a planning grant from the Lumina Foundation, the project is

designed to build governing board capacity to monitor institutional costs effectively

and strategically.

Costs and productivity are not new issues in higher education. AGB and its

member governing boards have long recognized the importance of responsible

stewardship of institutional resources as central to the work of effective boards.

But the rapidly changing environment in higher education has brought a new

urgency to the topic. Many institutions have been at the forefront of change,

having reengineered core functions and decentralized responsibilities for resource

management. The Cost Project intends to identify such successes and promote them

broadly within the higher education community.

AGB is mindful that containing costs and sustaining quality require active

partnerships among institutional leaders and others in the higher education and

public-policy communities. A comprehensive effort needs to be built—to forge

partnerships, to make the conversation more data-driven, to connect better with

public audiences, and to find strategies to reach out to accreditation agencies

and others concerned about ways to sustain quality and improve institutional

effectiveness. While institutional chief executives must lead such efforts, boards

should be actively engaged in these issues. Encouraging and enriching this process are

goals of The Cost Project. As it embarks upon this work, AGB will collaborate with

other groups interested in contributing to the agenda.

Details about the project, additional readings, and updates on current research

are available at www.agb.org /cost.
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institutional independence. Opin—
ion polls consistently show that
the American public places a high
value on higher education and
has great respect for the institu-
tions and the individuals working
within them. But the goodwill 1s
not infinite, and underneath the
positive views are disquieting signs
for the future. For example, a
significant portion (though still a
minority) of Americans questions
whether colleges and universities
share their values. Nearly half the
public questions whether students
get what they pay for by attending
college—a negative opinion that
is even more acute among parents
with children in college.

Several other factors color
the public’s perceptions of higher
education. Differences among
institutions that are so important
within postsecondary education are
irrelevant to the public, with most
people unaware of the distinctions
between the public and private
sectors, research universities, and
community colleges. The public
overestimates the cost of college
and underestimates the availability
of aid. They do not understand
the system of higher education
finance—most believe institu-
tions earn proﬁts from tuition, for
instance—and fail to make the
connections among public-fund-
ing policies, the cost of operating
and sustaining these institutions,
and tuition increases. They see ris-

ing tuition as a sign of misplaced

' NACUBO Study of Tuition Discounting,
2008.




institutional priorities and a will-
ingness to spend money rather than
keep prices down. Yet at the same
time, students and parents expect
colleges to have state-of-the-art
dormitories, Wi-Fi access, and
fitness centers that rival those in
exclusive spas. This tension between
the public’s increasing consumerism

and its expectation that higher edu-

cation should be more affordable is
one of the great challenges affect-
ing higher ducation public policy.”
As college affordability has
eroded, public-policy makers in-
creasingly are calling for higher
education institutions to take ac-
tion to improve “accountability”
for performance—in particular, to

slow the rate of tuition increases by

containing costs and improving pro-
ductivity. By way of recent example,
the Secretary of Education’s Com-
mission on the Future of Higher
Education places institutional re-
sponsibility for cost containment at
the center of its recommendations
for heightened accountability for
higher education. It calls for better

data, greater transparency, and better

ENROLLMENT GROWTH AND PUBLIC HIGHER EDUCATION APPROPRIATIONS PER FTE U.S., FISCAL 1981-2005
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2 See Winston and Hart, research done for the American Council on Education “Solutions for Our Future,” 2005; Hart, P. & Teeter, R. (2003). “Quality, Af-
fordability, and Access: Americans Speak on Higher Education, Key Findings from Surveys and Focus Groups.” Princeton, N.J.: Educational Testing Service; Is-
enberg, S.O. and Hartle, TW. (1998). “Too Little Knowledge is a Dangerous Thing: What the Public Thinks and Knows about Paying for College.” Washington,
D.C.: American Council on Education; Immewahr, J. (1998). “Public Attitudes on Higher Education: A Trend Analysis” (1993, 2003). San Jose, Calif.: National
Center for Public Policy and Higher Education. Available in pdf format at www.bigbeﬂdﬂmtion.org/report:/pubatl/PubﬁAgendai04()2Z(),pdf.
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consumer information about college
costs and prices. Most important,
it urges governing boards to engage
this agenda.

Underlying the public’s call
for greater attention to costs is the
belief that higher education leaders
are uninterested in controlling their
costs and the prices they charge. In
fact, there is a sense in some quar-
ters that higher education leaders
equate higher costs and prices with
higher quality. Surely that indict-
ment is an overly broad generaliza-
tion. Most college and university

leaders work hard to control costs

even as they operate in a funding
environment for higher education
unlike any in recent memory. Sus-
taining public support for higher
education—not only in the form
of predictable state and federal
financial appropriations and con-
tinued philanthropic support but
also in the form of public trust
in the stewardship of our institu-
tions—will require assuring the
public that institutions are serious
about cost management.
Institutional leaders will need
to incorporate new ways of man-

aging resources to 1ncrease pro-

ductivity—to improve quality and
performance—without charging
more or spending more. Measur-
ing productivity means looking at
total costs and how they are used
to produce outcomes; in the case
of higher education, “outcomes”
include graduates, trained workers,
and new knowledge. Understand-
ing productivity requires looking
simultaneously at access to educa-
tion, the quality of the educa-
tional experience, and the use of
financial and other resources. Ex-
amining the relationships among

the quality of entering students,

THE PRICE OF COLLEGE IS INCREASING IN RELATION TO FAMILY INCOME AND MANY GOODS AND SERVICES
(PERCENTAGE CHANGE IN PRICE, IN CONSTANT DOLLARS, 1980-2004)
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costs, and learning outcomes al-
lows institutions, boards, and state
policymakers to better understand
the consequences of a change in
any one of these variables on to-
tal productivity. For example, if
gains in graduation rates come at
the expense of student access or
equity or in the quality of student
learning, then productivity has
declined, even if more students are
being graduated at lower cost to
the institution.

The topic of “productivity” is
not easy to discuss within most in-
stitutions, as the language of costs
and outputs is seen as anti-faculty
and hostile to core academic val-
ues. But to address national and
institutional concerns about access,
quality, and cost, such conversa-
tions are needed. Issues of cost
and productivity are much easier
to tackle if they are understood to
be part of an investment strategy
to sustain quality and capacity
into the future—and not primarily
about forcing reductions or hurting

quahty and access.

UNDERSTANDING COLLEGE COSTS
The economics of higher edu-
cation are complex because of the
diversity of revenue streams and
missions of colleges and universi-
ties. The financial model of com-
munity coﬂeges differs markedly
from that of liberal arts institu-
tions, and both are different from
research universities. The language
of higher education finance and the
distinctions among revenues, ex-

penditures, costs, prices, net prices,

—— e
For a board fo help steer a
college or university in the

direction of quality and value,
trustees will need to untangle
the language of price and costs
so they can focus on how the
institution uses its resources to
achieve core functions.

99

and cost centers further complicate
the discussion. When the public
discusses higher education costs,
the conversation is about what it
costs a family to send a student to
college and not about what it costs
an institution to provide the educa-
tion. But for a board to help steer
a college or university in the direc-
tion of quality and value, trustees
will need to untangle the language
of price and costs so they can fo-
cus on how the institution uses its
resources to achieve core functions.
Research about costs and prices
also will help explain these rela-
tionships, but it will first be useful
to define the terminology.

Revenues for institutions come
from many sources—tuition and
fees, state and local appropria-
tions (Which go primarﬂy to public
institutions), federal financial aid,
private fund-raising, income from
endowments, and contracts and
grants for research. [ The charts on
page 7 show sources of revenue at
public and private institutions for
2003.] Public institutions depend

heavily on state or IOCQ.I appro-

priations, and private institutions
more on tuition and revenues from
endowments. Most private coﬂeges
have small endowments and thus
depend on tuition for core fund-
ing. In all institutions—public and
private—a good deal of the gift
revenues are restricted by donors
and do not support the core func-
tions of instruction and research.
By looking at revenues from en-
dowments, gifts, tuition, and state
and local appropriations, board
members will have a better picture
of flexible revenues that are avail-
able on a per-student basis.

The term cost refers to the
amount of money an institution
spends from its operating budget
and where it spends it. The federal
government requires colleges and
universities to report expenditures
in standard categories, such as in-
struction, research, public service,
administration, student services,
libraries, and plant operation
and maintenance. To standard-
ize measures of spending across
institutions, most analyses divide
spending by full-time-student
enrollments to arrive at an average
cost per student. Because not all
revenues are used to pay for stu-
dent-related costs, analysts further
distinguish between the “direct”
costs of instruction (expenditures
that are solely within that category
of spending) and “full” costs of
instruction (instructional expen-
ditures plus funding for student
services, academic support, and
administration). This allows insti-

tutional comparisons to be put in
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some context, though it should be
noted that such measures as cost
per student are poor proxies for
determining value or productiv-
ity. Improving the quality of cost
data—and finding better ways to
measure productivity—will help
all institutions do a better job of
understanding, comparing, and
communicating about costs.
What most people call college
“costs” are more precisely prices—

that is, what families pay to send

has been the single biggest cause for
such increases. 3

In general, more is known about
trends in tuition prices and financial
aid than about trends in revenues or
costs. And there is no readily acces-
sible public research that systemati-
cally explores the relationship be-
tween resource use and educational
outcomes—whether measured by
student learning, research produc-
tivity, or service to communities.

Several private consortia share cost

ce

Sustaining public support for higher education— not only in the
form of predictable state and federal financial appropriations and
continued philanthropic support but also in the form of public trust in
the stewardship of our institutions — will require assuring the public
that institutions are serious about cost management.

their sons and daughters to college.
The price published in a college’s
promotional materials is the “sticker
price,” while the “net price” is com-
posed of tuition and fees minus the
grant aid (but not loans) awarded to
students. Research into the causes
of tuition increases from the 1990s
found that uneven growth in state
revenues was the biggest reason for
public-sector tuition increases—
although public spending on “mer-
it” aid (tuition discounting) is also

a factor. Among private institutions,
tuition increases are mote deaﬂy
driven by spending rather than shifts

in revenue, and tuition discounting

29

information (the Consortium on
Financing Higher Education and
the Delaware Project for Instruc-
tional Costs and Productivity are
two examples), and there have been
several national studies of why tui-
tion rises how these increases can be
controlled. Despite problems with
the data and the metrics, the picture
that emerges from the research can
help give boards a context for think-
ing about how these trends affect
their own institutions.

B Revenues drive costs (or what you
spend depends on how much you bave to
spend). Higher education institu-

tions operate under what economist

(and president of public and private
colleges) Howard Bowen called the
“revenue theory of costs.” Bowen
asserted that colleges and universi-
ties raise all the money they can and
spend all the money they raise.
B Prices are not costs; colleges and
universities operate through multiple
cross-subsidies. The fact is that all
public and private institutions
spend more to educate students
than they receive in tuition rev-
enues, so a conventional business
model does not apply to higher
education. Tuition revenues go into
an institution’s general fund, where
they are mixed with dollars from
state appropriations, unrestricted
private gifts, and earnings from the
endowment. In using these dollars
to finance a student’s education, in-
stitutions allocate varying amounts
to different types of students and
within different degree programs.
For exarnple, a lower division
English literature student who is
paying full tuition costs the insti-
tution much less than an upper
division chernistry major with a
tuition waiver. The “savings” from
educating the low-cost student
are used to pay for the higher cost
student. This distribution of funds
is known as a “cross-subsidy,” even
though actual transfers of funds
typically do not occur. In most
institutions, lower division courses
provide cross-subsidies for upper
division courses, and undergradu-
ate education helps subsidize more

expensive graduate education.

* See NCES, Study of College Costs and Prices; NCES, Straight Talk About College Costs and Prices; McPherson and Schapiro, Paying the Piper
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B Not all revenues are available for
general purposes. Most colleges and
universities operate several different
businesses. They are in the busi-
ness of teaching students, and this
is arguably their “core” function.
But they also perform contracted
research, run bookstores and dor-
mitories, maintain complex physi-
cal plants, and many administer
hospitals and clinics. Most of the
noninstructional functions, which
may constitute a majority of the
spending in some universities, are
paid for by funds that are restricted
by the donor. Most research fund-
ing is “designated” or restricted by
the donor and may be spent only
on specific projects. This point

is important especially for public
trustees to understand, because a
frequent response to state budget
shortfalls is to increase efforts to
raise private funds—dollars that
often do not support core purpos-
es. And though the proportion of
state funding has declined (as has
state funding per student at public
institutions), state subsidies to
public institutions are still substan-
tial, particularly among research
universities.

B Where the money goes. Spending
patterns within institutions can be
measured through standard reports
of expenditures by key functional
areas. Institutions are required

to report spending within major
categories according to standard
formats called for in IPEDS (the
federal government’s Integrated
Postsecondary Education Data

System). These include instruction,

AVERAGE REVENUE SOURCES PER STUDENT BY TYPE OF PUBLIC INSTITUTION, 2005
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organized research, administration,
academic and student support,
operation and maintenance of the
plant, scholarships, public service,
and transfers. These expenditure
categories are very broad and do
not include information that would
allow a board to understand cross-
subsidies between activities or the
use of resources to produce specific
outcomes.

In general, the expenditure
patterns over time show distinct
similarities in the general shapes
of spending within these catego-
ries by the mission or type of
the institution (research, masters,
community college, and bac-
calaureate). The proportion of
total spending that goes directly
to the “instructional” category is
highest in the public two-year and
four-year institutions. This is true
even though the absolute level of
spending in these institutions is
less than in research universities.
The differences reflect the volume
of resources associated with other
categories of work in research uni-
versities, particularly in research
and service. [ The tables on pages
8 and 9 show levels of spending
in various categories.]

Over the last 30 years, the pro-
portion of spending going directly
to the instructional category has
declined in every sector, with the
greatest declines in public two-year
colleges. Spending has increased
in other areas directly related to
student support, particularly in
student aid and in such services as

counseling and recruitment. The

other major trend affecting spend-
ing has been a decline in spending
on maintenance of the physical
plant. Because higher education
Institutions maintain separate cost
centers for capital and operat-

ing costs, the trade-offs between
savings on maintenance and the
increases in capital costs cannot be
documented—although many
college leaders believe such a shift
has occurred.

The methodology for mea-
suring average operating cost per
student—or unit costs—within
institutions is quite well devel-
oped, particularly as it relates
to the cost of undergraduate
instruction. The standard meth-
odology for measuring costs in
the industry has been developed
by the National Association of

College and University Business
Officers (NACUBO); another

model has been developed by the
Delaware Project for Instruc-
tional Costs and Productivity,

a data-sharing project based at
the University of Delaware. The
NACUBO and Delaware efforts
show that the dominant determi-
nants of instructional costs are
general revenue availability, the
array of academic offerings, fac-
ulty compensation, and class size.
Of these, the foremost reason for
variations in average costs between
institutions (other than general
revenue availability) is the mix of
academic disciplines. Laboratory-
based disciplines in the health
sciences, engineering, physics, and
biological sciences are typically
the most expensive, followed by
computer sciences, and business
and marketing.* The least expen-
sive disciplines historically have

been the humanities and social

MEDIAN PER-STUDENT SPENDING BY CATEGORY IN PUBLIC INSTITUTIONS, 2005

Research Masters Two-Year
Instruction 7,460 5,165 4124
Research 4,167 143 0
Academic Support 1,910 1,206 736
Student Services 976 1,076 890
Institutional Support 1,774 1,556 1,372
Operations & Maintenance 1,695 1,255 913
Auxillary Operations 271 1,576 562
Student Aid 2,561 2,047 1,784
Interest on Debt 300 123 4
Public Service 1,394 M 15
TOTAL 24,958 14,488 10,400

Source: IPEDS, 2005.
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sciences. One phenomenon that
probably has affected costs in
higher education is the shift in the
last 20 years in student course-
taking patterns, away from liberal
arts and humanities and toward
high-tech and business curricula.
Board members may wonder
about patterns and trends in the
emerging for-profit higher educa-
tion sector. Such proprietary in-
stitutions are almost 100 percent
tuition driven, and tuition is es-
tablished at a level that is intended
to generate a profit for investors.
These companies have small or
nonexistent endowments and do
not perform the research or ser-
vice functions that ordinarily draw
other revenue sources. A few have
very small auxiliary enterprises.

The different mission is reflect-

ce

Boards can advance effective cost management by helping fo
shape the conversation about aligning resources with goals
and creating a culture of heightened sensitivity fo
resource management across the campus.

ed as well in expenditure patterns:

In public and private nonproﬁt n-
stitutions, instruction and research
comprise the two largest spending
categories; proprietary institutions
spend more on administration and
student services. Proprietary insti-
tutions keep costs low by employ-
ing part-time and adjunct instruc-
tors and focusing their curricula in
a few specialized areas. If student

enrollment is insufficient to main-

tain a program, it is closed.

MEDIAN PER-STUDENT SPENDING BY CATEGORY IN PRIVATE INSTITUTIONS, 2005

Research Masters Baccalaureate
Instruction 12,770 6,261 6,124
Research 4,240 0 4,240
Academic Support 3,182 1,375 1,388
Student Services 2,305 2,110 2942
Institutional Support 3,510 2,126 3,113
Operations & Maintenance 2,781 1,393 1,886
Auxillary Operations 3,376 1,944 2,637
Student Aid 7,581 5117 8,006
Interest on Debt 918 399 499
Public Service 0 0 188
TOTAL 40,669 21,325 31,023

Source: IPEDS, 2005.
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MOVING FORWARD:
OPPORTUNITIES AND CHALLENGES
FOR GOVERNING BOARDS

A governing board can help
ensure the institution’s financial
viability by giving the president
the responsibility and authority to
lead the institution on a day—to—day
basis and monitoring progress and
results. The board’s direct role in
the area of college costs histori-
caHy has been exercised primarily
through long-range planning, an-
nual budget development, and fiscal
audits. Today, institutions will ben-
efit from a greater level of board
engagement with the president on
issues of cost.

Most college and university
leaders recognize the need to
balance the institution’s resource
requirements with the public’s ex-
pectations that a college education
will remain accessible and afford-
able. Decisions about programs,
priorities, tuition levels, and
financial aid are hard fought and
carefully negotiated within each
institution. Still, at the end of the
day, most institutions’ highest pri-
orities are to increase revenues and

promote the quality of teaching

* Delaware Project for Instructional Costs and Productivity, University of Delaware, 2005.
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Questions for Boards to Consider

*  What have been the trends in full costs per studente

What have been the major pressures in spending?

*  Where will the institution be financially in the next

decade if it continues the patterns of the last decade in

undergraduate enrollments, prices, tuition discounting,

costs, and studentlearning outcomes?

®  What are our students’ levels of indebtedness when they

leave our institution?

®  What is the expected turnover of currently tenured

faculty in the next ten years? What are the institution’s plans

for future faculty?2 What are the consequences of those

plans on future costs?

*  What experience do we have in distance learning

and the use of technology-assisted instructiong Could that

contribute to improved productivity by reducing costs,

reducing attrition, or increasing graduation rates?@

® How has spending in the area of student services

tracked over the past ten years2 What do our goals in this

area say about future spending requirements?

*  What academic programs need to be offered to fulfill

the institution’s mission and serve the public good?

and learning. Two common as-
sumptions within the industry are
that cost increases are inevitable
and that prices are well managed
if tuition increases are held to just
a few points above inflation. With
the funding and dernographic
challenges ahead, institutions will
need to do everything possible to
use scarce resources to increase ac-
cess and degree completion, while
keeping tuition increases in hand.
Because of their position with-

in the institutions they serve and

because of their responsibilities as
fiduciary bodies, boards can play
an instrumental part in campus
discussions and activities related to

Costs. Here are some Ways to dO SO:

Legitimize the conversation. Boards
can advance effective cost manage-
ment by helping to shape the con-
versation about aligning resources
with goals and creating a culture of
heightened sensitivity to resource
management across the campus.

This does not mean that boards

should micromanage. But they can
focus on the core issues of value,
productivity, and cost in relation to
strategic planning and institutional
accountability and within the larger
context of mission. They also can
lend support to the presidents

who need to lead the deeper work

within the institutions.

Integrate resource analysis with
qU(Ilin review. Boards also can
compel greater attention to pro-
ductivity by asking administrators
to integrate resource analysis nto
ongoing mechanisms for quality
and program review. The student-
learning assessment movement has
taken hold in almost every college
in the country, yet resource evalu-
ation is remarkably absent from
these discussions. Looking at how
funds are spent can shed a help-
ful light on institutional priorities
for teaching and learning. And the
key issue of the educational value
the institution provides—and the
relation between quality and re-
sources—can only be understood
if learning assessments include

analyses Of hOW resources are used.

Ask for benchmarks. To make better
sense of financial data, boards and
presidents need better ways to com-
pare their institution’s situation with
that of other institutions. Boards
can encourage presidents to become
involved in cooperative information-
sharing efforts with other institu-
tions to allow effective comparisons.
Several consortia currently provide

such services on a confidential basis,

10
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or institutions can start their own.
Boards also can ask for and monitor
trend data for their own institu-
tions to better understand change
over time., Establishing enduring
indicators allows boards to review
trend data year after year. The AGB
Benchmarking Service already pro-
vides campus leaders with access to
comparable fiscal information, and
additional measures of costs and
suggestions of ways to benchmark
costs will be developed through The

Cost Project.

Communicate effectively and dem-
onstrate accountability. Boards
should have strategies to commu-
nicate with key stakeholder groups
about the costs of providing edu-
cation and the price of attending
the college. Boards may want to
invest in public-opinion research
to help them understand what
their “customers” think about
costs and use this information to
shape communication strategies.
They also should ask how the
Institution reports information on
costs and price, whether through
public “report cards” or to federal

or state agencies.

Achieve some early victories.
Almost every Institution can save
money in administrative and back-
office functions by consolidating
operations, making better use of
technology, engaging in competitive
contracting practices, and joining
consortia. Explaining how such
costs will be cut will help defuse

institutional fears that productivity

is a code word for disrnanding the
institution’s core programs. Admin-
istrative costs constitute one of the
biggest growth categories in most
institutions, and presidents and
boards can set the agenda for cost
control by encouraging offices to
find ways to reduce administrative
spending. Another major cost driver

has been tuition discounting (of-
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ten called merit aid). Reevaluating
tuition-discounting strategies and
ﬁnding ways to reduce institutional
spending on financial aid also will
help control costs and hold down

future tuition increases.

Make cost and quality issues a
high priority for the long term.

Trustees should address these is-
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Boards should have strategies fo communicate with key
stakeholder groups about the costs of providing education
and the price of attending the college.

sues in committee and full board
meetings on an ongoing basis.
Solutions will be needed well into
the future, and change will take
time. Board and committee agen-
das will need to be structured and
institutional goals set to reflect
these priorities.

America’s diverse system of
higher education has historically
been the best in the world. One of
its unique assets is the blending of

public and private resources. It is

29

a flexible system, adaptive and ca-
pable of great innovation and rapid
change. It can be slow to learn from
itself, though, and at times is slug-
gish and defensive in responding to
public expectations for change.
Coﬂectively, highet education
is being challenged as never before
to show how it can meet national
needs for access, accountability,
and quality. At the institution level,
these challenges are also acute.

Success for the nation and for the

institution will depend on sustain-
ing the public trust through cred-
ible stewardship of resources and
effective communication of results.
Ensuring access and increasing
quality also mean boosting pro-
ductivity—managing costs, keeping
tuition increases low, and improving
student graduation rates. It can be
done through better use of data, im-
proved benchmarks, and better com-
munication strategies both within
higher education and to key public
audiences. Boards have a distinct
and necessary role to play in this en-

deavor. The work is important, and

the time is ripe for progress.
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