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Abstract 

This study describes the differences between economically healthy and unhealthy 

historically black colleges and universities(HBCUs)over the 1986-1995 period. Using 

inflation-adjusted datafrom theIntegrated Postsecondary Education DataSystems 

(IPEDS),differences were reported in full-time equivalent(PTE)student enrollment, 

total currentfundsrevenue,and total education and general(E&G)expenditures. 

In addition to finding significant differences between economically healthy and 

unhealthyHBCUsin grand and annual total currentfundsrevenue andE&G 

expenditures,the studyfound significant differences in various revenue and expenditure 

categories perPTE student. Despite the lack ofstatistically significant differences in 

total currentfunds revenue and totalE&Gexpenditures perPTEstudent,economically 

healthy and unhealthyHBCUsexperienced significant perPTE student differencesin all 

revenue sources exceptfederal governmentrevenue and in theE&G expenditure 

categories ofinstitutional support,instruction,research,plant operations and 

maintenance,public services,and academic support. 

The study concluded that despite the opinions ofsome membersofthe higher 

education community thatHBCUs were suffering economic distress due to excessive 

expenditure growth,differencesin total currentfunds revenue growth had the most 

significantimpacton the economic health ofprivate HBCUs,notexpenditure growth. 

During the 1986— 1995 period,economically healthy HBCUsexperienced acompound 



growth rate of22.5% in total currentfundsrevenue,whereas,economically unhealthy 

HBCUsexperienced a decline of.36%in revenue growth. Bycomparison,E&G 

expenditures grew 19.3% for economically healthy HBCUsand declined by6.64%for 

economically unhealthy HBCUs. The studyrecommended that economically unhealthy 

HBCUssecure more revenue and continue to decrease expenditure growth as a meansof 

improving their overall economic health. Furthermore,the studyrecommended that 

economically unhealthyHBCUsconsider past inflation-adjusted revenue and expenditure 

growth patterns as they establish fundraising goals and spending priorities,engage in 

future financial planning initiatives,and implement administrative management 

decisions. 
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Chapter 1 

introduction 

American higher education consists ofnumerous institutions that offer a great 

diversity ofeducational opportunities and academic climates. According to the U.S. 

DepartmentofEducation,in 1995,there were 103 higher education institutions,public 

and private,which were categorized as historically black colleges and universities 

(HBCUs)(Hoffman et al., 1996). Classified as higher educational institutionsfounded 

prior to 1964 which are dedicated to providing higher education to African Americans, 

HBCUshave significantly contributed to the numberofcollege-educated African 

Americansin this country throughout this century(Hill, 1985). 

Founded in an era ofracial segregation,these HBCUshave provided African 

Americans,and all attending students,with prerequisite skills necessaryfor engaging in 

college-level academic programs,challenging intellectual interactions,and unique 

psychosocial environments. Although HBCUsconstituted only3%ofthe nation's 3,688 

institutions ofhigher education in 1994,the four-year HBCUsenrolled26%ofall the 

African American students attending four-year colleges,and awarded28% ofall 

bachelor's degrees earned by African Americans nationwide(Hoffman et al., 1996). As 

we enter the twenty-firstcentury,the role ofHBCUscontinues to be a vital onefor many 

college bound students ofvarious ethnic,cultural and academic backgrounds. 

Throughout their existence,the economic health ofthese institutions has varied in 

response to changing student enrollments,revenue growth and expenditure pattems. 

While it is not uncommon for colleges and universities to experience periods offinancial 
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distress,the literature has reported,with increasing regularity,the problems private 

HBCUs have encountered as a result oftheir weakened economic health during the latter 

quarter ofthe twentieth century(Chronicle ofHigher Education,1994and 1995; 

Roebuck and Murty,1996). Consequently,there has been much debate concerning the 

future role ofprivate HBCUsgiven their persistent financial problems and the declining 

percentage ofAfrican American college students enrolling in HBCUs(Adams,1993, 

Anderson,1988;Jellema, 1973;McGrath,1965;O'Bryant,1982;Roebuck and Murty, 

1993;Thompson,1973). In response to these concerns,the examination ofdifferences in 

student enrollment,revenue and expenditure trends thatcould impact their current and 

future economic positions is the focus ofthis study. 

Background 

Manyofthe HBCUsthat werefounded immediatelyfollowing the Civil War 

period were considered to be oflesser educational quality based upon inadequately 

trained faculty and poorer instructional facilities as compared to White institutions 

operating at the time(Anderson,1988;Davis,1998;Holmes,1934;Roebuck and Murty, 

1993). Their marginal operating budgets werefunded mainlyfrom student tuition, state 

and govemment appropriations,religious denominations and private gifts. A firm and 

unwavering commitmentto their mission had a profound impact on the developmentof 

the administrative policies and practices that guided their financial management of 

HBCUs(Anderson,1988;McGrath,1965;Roebuck and Murty, 1993). 



A critical feature ofthe historic academic mission ofHBCUsis the provision of 

higher education to students with academic potential who have not been afforded equal 

educational opportunities in American society. Duefor the most part to the limited 

educational opportunities provided to their parents,the majority ofstudents who attended 

HBCUsin the early years werefrom extremelylow-incomefamilies(Anderson,1988; 

Holmes,1934). Consequently,in the early years ofthe twentieth century,administrators 

atHBCUs were reluctantto pass along increasing operating costs to their students in the 

form oftuition increases. Instead,they relied heavily upon private gifts,grants and 

contracts and restrained growth in academic programming and institutional operations to 

survive years ofminimal revenue growth(Anderson,1988;Holmes,1934;Thompson, 

1978). 

Historically,private HBCUsexperienced more financially distressing times than 

their public counterparts(Roebuck and Murty,1993;Thompson,1973). During the early 

1940s,the administrations ofmany private HBCUsexperienced recurrent difficulties 

attaining sufficientfinancial resources to operate their institutions. The United Negro 

College Fund(UNCF)wascreated in 1944in response to the persistent financial crises 

these private HBCUsexperienced(Fordyce,1994;Roebuck and Murty,1996). The first 

American educational organization to utilize a cooperative fundraising strategy,the 

UNCFsoughtto ease the financial burdens ofthese institutions by organizing nationwide 

campaigns that would provide much needed revenue to private HBCUs. The first 

campaign conducted by the UNCFraised $765,000for its twenty-seven member 

institutions(Fordyce, 1994),more than three times the amountraised by the individual 

private HBCUsin their separate fundraising activities during the previous year. Since its 
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inception,the UNCFhas continued to provide its memberinstitutions with much needed 

financial resources,in varying amounts. 

In addition to the private gifts contributed by the UNCF,total revenue forHBCUs 

increased during the latter halfofthe 1940s due to a surge in student enrollment. 

Beginning during the early part ofthe twentieth century and continuing to the end of 

World War U,manyHBCUsexperienced acute fluctuations in student enrollment which 

severelyimpacted their economic health(Davis,1998;Hill, 1985;Thompson,1973). 

Following the end ofWorld WarII,numerousformer African American military 

personneljoined former students and staffin pursuing higher education at HBCUs. 

Using the GIBill ofRights tofinance their college education,veterans comprised almost 

one-third ofthe enrollment at black colleges during the final years ofthe 1940s(Hill, 

1985).Atthe end ofthe 1940s,HBCUs,public and private,enrolled over75% ofall 

African American college students and produced90%ofall African American college 

graduates(Hill, 1985). 

The enrollmentexpansion ofthe postwar years,along with its modestfinancial 

benefits,continued throughoutthe 1950s and 1960s. Increasing numbersofAfrican 

American students participated in higher education followinglandmark legal and 

legislative decisions pertaining to racial desegregation. Following the ruling in Brown v. 

the Board ofEducation,the passage ofthe 1964 Civil Rights Act and the Higher 

Education Actof1965,access to higher education continued to improve for African 

Americans. As aresult ofthese legislative acts and changing social attitudes,total 

African American studentenrollment atHBCUsincreased from 75,000in 1954to 

213,000in 1975(Hill, 1985). 
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The changing political climate ofthe 1960s also provided additional revenue for 

HBCUsin the form ofincreased federal governmentsupportfor institutional 

improvements. The Strengthening Developing Institutions program ofTitle HIofthe 

amendments to the HigherEducation Actof1965 provided HBCUs with federal 

institutional aid earmarked for the improvementoftheir faculty,administration,curricula 

development,and student services(Hill, 1985;Hoffman et al., 1996;Roebuck and Murty, 

1996). This legislative act awarded funds to under-financed colleges that traditionally 

had been isolated from mainstream higher education revenue sources. 

In the 1970s,HBCUsexperienced increased student enrollment and federal 

support as a result oflegislation passed to provide educational aid to low-income college 

students. Federalfinancial aid programs such as the Basic Educational Opportunity 

Grants(precursor to the Pell Grant),Supplemental Educational Opportunity Grants, 

college work-study,and national direct studentloan program assisted many African 

American studentsin their pursuit ofa college education,many atHBCUs (Hill, 1985). 

Asalarge percentage ofthe student population ofHBCUs were low-income students, 

many qualified for such federal financial aid programs. In addition to federal financial 

aid,African American college students were aided in their ability to finance their higher 

education by the improved employmentopportunities provided to their families via the 

passage ofvarious civil rights legislation. 

As African American student enrollment dispersed across the higher education 

community,the economic health ofprivate HBCUswas severely affected(Hill, 1985; 

Hoffman et al., 1996;Roebuck and Murty,1996). Bythe beginning ofthe 1980s,only 

20% ofthe 1.2 million African American students enrolled in American colleges and 
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universities attended HBCUs(Hoffman et al., 1996). Declining tuition and fee revenue, 

greater dependence on federal revenue sources,and decreasing private gifts, grants and 

contracts and endowmentincome affected the overall financial condition ofmany private 

HBCUsduring the late 1970s and early 1980s(Hoffman et al., 1996). 

In addition,the pattern ofexpenditures among private HBCUs varied greatly 

during the 1970s and 1980s. In 1976,these institutions had education and general 

expenditures(funds spentto support the academic and general operations ofthe 

institution)ranging from$999,000to $13,039,000,perinstitution(Hoffman et al., 1996). 

In 1985,private HBCUsreported education and general expenditures rangingfrom 

$1,816,000to $22,282,000,not accountingfor inflation. During this period,although 

student enrollment declined,education and general expenditures increased. Many private 

HBCUsreported revenuesjust sufficient to cover their expenditures and several 

institutions consistently experienced operating deficits(Hill, 1985;Hoffman et al., 1996; 

Jellema,1972b;Lupton et al., 1976). 

Unfortunately,during recent years,the weakened economic health ofsome 

HBCUs hasled manyin the higher education community and the general public to 

believe that the majority ofHBCUs were experiencing unhealthy economic conditions 

(Adams,1993;O'Bryant,1982;Roebuck and Murty,1996). To address this issue,this 

study examines the differences between economically healthy and unhealthyHBCUsin 

order to better understand how they differed in enrollment,revenue and expenditure 

pattern during the 1986-1995 period. 



Statementofthe Problem 

Colleges and universities cannot exist without adequate financial resources. 

Regardless oftheir noble intellectual missions,sufficient financial resources mustbe 

available for their continuous and efficient operation. The maintenance offinancial 

equilibrium can be more difficultfor private than for public institutions. In respect to 

their ability to maintain adequate revenue and balance expenditures with revenue 

contributions,the literature reports that small private colleges are among the most 

vulnerable institutions in higher education for experiencing financial distress(Breneman, 

1994;Brinkman and Leslie, 1985). 

Asthe average enrollmentfor private HBCUsis less than fifteen hundred 

students,these institutions qualify as being among the smallestofthe private colleges. 

During the past twenty-five years,many ofthese small private HBCUs have suffered 

from symptoms ofweakened economic health(declining enrollments and revenue barely 

sufficient to cover expendimres). A more precise description ofthe economic health of 

theseHBCUsis notincluded in thefew financial studies that provide a quantitative 

analysis ofthe revenue and expenditure patterns ofcolleges and universities. 

Mostexisting studies describing the economic condition ofinstitutions ofhigher 

education have reported findings according to broad categories ofpublic and private 

institutions. When delineation beyond institutional control is provided it is usually in the 

form ofinstitutional types(two-year,four-year,and university). Only afew ofthese 

studies have included an assessment ofthe economic conditions ofHBCUs,and even 

fewer have assessed the economic health ofthese institutions since the early 1970s. This 
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study addresses this void in the higher education literature byexamining the differences 

between economically healthy and unhealthy private HBCUsduring the 1986-1995 

period. 

Purpose ofthe Study 

A college's overall economic condition can be meaningfully characterized by 

assessing and noting trends in available financial resources and expenditures(Dickmeyer 

and Hughes,1982). Financial assessments in higher education serve many purposes. 

From guiding managementand policy decisions(Dickmeyer,1982),to measuring and 

comparing educational financial resources(Breneman,1994;Getz and Siegfried, 1991b), 

comprehensive financial assessments can provide administrators and governing boards 

with information useful in the managementofinstitutions ofhigher education. 

Asthe economic health ofprivate HBCUshas generally been viewed as 

weakened by declining enrollments,decreased revenue and excessive expenditures 

(Adams,1993;Jones and Weathersby,1978;O'Bryant,1982;Roebuck and Murty, 

1996),this study is designed to examine the actual revenue and expenditure changes that 

occurred in private HBCUsduring a ten year period.The main purpose ofthis studyis to 

describe the differences between economically healthy and unhealthy private HBCUs 

during the 1986-1995 period in the following areas: 

a) Full-time EquivalentStudent Enrollment- the total ofthe enrollment offull-time 

students plus the full-time equivalentfor part-time students(as estimated by 
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adding one-third ofpart-time enrollihent to full-time enrollment)(Clotfelter et al., 

1991;Hoenack and Collins, 1990;IPEDS,1999), 

b) Total CurrentFunds Revenue-income received by the institutions from student 

tuition and fees;federal,state and local government appropriations,grants and 

contracts; private gifts,grants and contracts;endowments;and auxiliary 

enterprises and other sources(ffEDS,1999),and 

c) Total Education and General Expenditures-expenses related to instruction, 

research,public service,academic support,student services,institutional support, 

scholarships and fellowships,plant operation and maintenance expenditures,and 

the mandatory transfers necessary to supportthe academic program(BPEDS, 

1999). 

Significance ofthe Study 

The economic health ofan institution ofhigher education affects every aspectof 

its operation. In their role as trustees ofprivate HBCUs,governing boards have the 

obligation to examine the economic structure oftheir institutions in order to assess their 

ability to provide for their academic programs(Hoenack and Collins, 1990;Ingram, 

1993). Changesin the economic structure ofprivate HBCUscan have atremendous 

impacton their ability to fund their academic programs and provide students with 

meaningful educational experiences. 



This examination ofdifferences in the revenue and expenditure pattems of 

economically healthy and unhealthy private HBCUs provides empirical data that 

institutions may use to review their revenue and expenditure pattems and to make fiscal 

comparisons with other colleges with similar missions and modes ofoperation. Such a 

comparison can be used as a means ofassessing the financial strengths and weaknesses of 

private HBCUsand determining how changesin their economic health may have affected 

the institution's academic programs. 

Research Questions 

1. How did economically healthy private HBCUs differfrom economically unhealthy 

private HBCUsduring the 1986— 1995 period as evidenced bychangesin their full-

time equivalent student enrollment? 

2. How did economically healthy private HBCUs differfrom economically unhealthy 

private HBCUsduring the 1986— 1995 period as evidenced by changes in the 

following areas oftheir total currentfunds revenues: 

a) Tuition and Fees, 

b) Federal Government Appropriations,Grants and Contracts, 

c) State and Local Govemment Appropriations,Grants and Contracts, 

d) Private Gifts,Grants,and Contracts, 

e) EndowmentIncome,and 
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f) Auxiliary and OtherIncome? 

3. How did economically healthy private HBCUs differfrom economically unhealthy 

private HBCUsduring the 1986-1995 period as evidenced bychangesin the 

following areas oftheir total education and general expenditures: 

a) Instruction, 

b) Research, 

c) Public Services, 

d) Academic Support, 

e) Student Services, 

f) Institutional Support, 

g) Plant Operation and Maintenance, 

h) Scholarships and Fellowships,and 

i) Mandatory Transfers? 

Delimitations ofthe Study 

1. This study was delimited to include only Camegie-classified Liberal Artsn private 

historically black colleges and universities which have reported complete data for the 

1986-1995 period to the Integrated Postsecondary Education Data System(PEDS). 

Toensure the comparability ofdata,institutions for which actual or imputed data 

could not be obtained were not be included in the study. 
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2. This study was delimited by its selection offull-time equivalent enrollment,education 

and general expenditures,and total currentfunds revenues as the significant 

indicators ofchangesin the economic health ofprivate HBCUsduring the 1986-

1995 period. 

Limitations ofthe Study 

This study is limited by its dependence on the availability and accuracy ofthe 

financial and institutional data provided bythe institutions toIPEDS. According to the 

National Centerfor Education Statistics(1999),these data are considered to be 

approximately ninety percent accurate and reliable. 

Assumptions ofthe Study 

The study was conducted in accordance with these assumptions; 

1. Financial and institutional data provided by the institutions to the collecting agencies 

are accurate and reliable as to their actual economic conditions. 

2. Individual canvassing ofthe sample would notrender data significantly different than 

those submitted to the data sources. 
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Organization ofthe Study 

The study is organized into five chapters. ChapterIincluded the introduction of 

the study,statement ofthe problem,research questions,purpose ofthe study,significance 

ofthe study,delimitations to the study,limitations ofthe study,research methods, 

procedures and analysis,assumptions ofthe study,definition ofterms,and organization 

ofthe study. Chapternconsisted ofthe review ofliterature pertaining to trends in 

revenues and expenditures in American higher education and the financial condition of 

private HBCUs. ChapterIH described the research methodology,presented the research 

questions,defined the population,and discussed the research design. ChapterIV 

presented the results ofthe data analysis. Chapter V summarized the research findings, 

presented conclusions drawn by the researcher,and provided recommendationsfor 

further study. 

Definition ofTerms 

For the purposes ofthis study,thefollowing terms have been operationally 

defined: 

AcademicSupportExpenditures -A category ofhigher education expendituresfor 

support services that are essential to the institution's instraction,community service,and 

research missions. This expenditure category includes expendituresfor libraries. 
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academic computing support,academic administration,personnel development,and 

course and curriculum development(IPEDS,1999). 

Auxiliary Enterprisesand OtherIncome-This category includes those essentially self-

supporting operations that exist to furnish a service to students,faculty,or staff,and that 

charge afee that is directly related to the cost ofthe service. Otherincome maycome 

from the sales and services that are incidental to the conduct ofinstruction,research or 

public service and the revenue received from independent operations(IPEDS,1999). 

Carnegie Classification-The Carnegie Foundation for the AdvancementofTeaching 

classifies all degree-granting colleges and universities in the United States that are 

accredited by an agency acknowledged bythe U.S.Secretary ofEducation. Higher 

education institutions are categorized according to the college or university's stated 

mission,the extentto which specific levels ofdegrees are offered and awarded Mnually 

in a specified number ofdisciplines,the extent ofrestrictions imposed by admissions 

policies,and the level ofmonetary supportreceived annuallyfrom the federal 

government. 

Compound Growth Rate-Thesum total ofannual percentage ofchange forthe entire 

period under study. In this study,the calculation was used to show the cumulative effect 

oftotal changesin a variable between 1986-1995. 

ConstantDollars — Dollar amounts that have been adjusted by means ofprice and cost 

indexes to eliminate inflationary factors and allow direct comparison across years.This 

study uses the Gross Domestic ProductImplicit Price Deflators (base year 1992)to 

adjust expenditures into constant dollar amounts. 
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CurrentDollars-Dollar amounts that have not been adjusted to compensate for 

inflation. 

Educationaland General(E&G)Expenditures-Thesum ofcurrentfunds expenditures 

on instruction,research,public service,scholarships and fellowships,academic support, 

student services,institutional support,plant operation and maintenance,and mandatory 

transfers for academic programs and administrative supportfor academic programs 

(IPEDS,1999). 

EndowmentIncome-Funds received from the investmentinterest oftrustfunds created 

by donations to provide a perpetual source ofrevenue for an institution are treated as 

endowmentincomein this study. 

FederalAppropriations,Grantsand Contracts-Revenue received from the federal 

governmentfrom all sources are included in this category. Pell Grants and federally 

subsidized studentloans are notincluded in this category. 

Full-timeEnrollment-The actual number ofstudents enrolled in higher education 

courses with total creditload equal to atleast seventy-five percentofthe normalfull-time 

course load(IPEDS,1999). 

Full-timeEquivalent(FTE)StudentEnrollment— The total full-time students,plus one-

third ofthe part-time student enrollment(Breneman,1994;Hoenack and Collins, 1990; 

IPEDS,1999). 

GrossDomesticProductPriceIndex-A costcomparison index used to equate dollar 

amounts over multiple years. Thisindex is recommended for use in longitudinal studies 

based on its ability to comparably evaluate the costs ofhigher education over multiple 

years in respect to the condition ofthe total economy. 
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HigherEducation-Study beyond secondary school at an institution that offers programs 

terminating in an associate,baccalaureate,or higher degree. 

Historically Black Collegesand Universities(HBCUs)-Institutions ofhigher education 

that werefounded prior to 1964 with the principle mission ofeducating African 

Americans(Hoffman et al., 1996). For the purposes ofthis study,there is no distinction 

made regarding accredited and unaccredited institutions. 

InstitutionalSupportExpenditures-A category ofhighereducation expenditures that 

includes the daily operational supportfor colleges,excluding expenditures for physical 

plant operations.This category includes general administrative services,planning,legal 

and fiscal operations,and communityrelations(IPEDS,1999). 

Instruction Expenditures — Anfinancial category which includes expenditures ofthe 

colleges,schools,departments and otherinstructional divisions ofa higher education 

institution(IPEDS,1999). 

IntegratedPostsecondary Education Data System(IPEDS)-A data collection service 

ofthe National Centerfor Education Statistics(NCES). It surveys approximately 11,000 

postsecondary institutions in respect to their institutional characteristics,finance,staff, 

salaries offull-time instructional faculty,fall enrollment,completions,academic libraries, 

and enrollmentin occupationally specific programs. All postsecondary institutions that 

receive federal financial assistance through Title IV ofthe HigherEducation Actof 1965, 

as amended,mustcompete the annual survey using the appropriate forms provided by 

IPEDS. As stated by NCES,the specified intent ofthe Finance Survey is to collect basic 

data to describe the financial condition ofpostsecondary education in the nation;to 

16 



monitorchangesin postsecondary education finance;and to promote research involving 

institutional financial resources and expenditures(PEDS,1999). 

NetTuition andFees-Total tuition and fees excluding scholarships and fellowships are 

included in this category(Breneman,1994). 

Part-time Enrollment-The numberofstudents enrolled in higher education courses 

with a total creditload less than seventy-five percentofthe normal full-time credit load. 

PrivateInstitutions-Higher education institutions that are controlled by an individual or 

agency other than a state,asubdivision ofa state,or the federal government. Higher 

education institutions which are usually supported primarily by otherthan public funds, 

and the operation ofwhose programs rests with other than publicly elected or appointed 

officials(PEDS,1995). 

PublicInstitutions-ffigher education institutions which are controlled and operated by 

publicly elected or appointed officials and derive their primary supportfrom public funds 

(PEDS,1999). 

Public Services Expenditures — Expenses related to community service activities. 

Research Expenditures-Expenses related to research activities. 

Revenues-Allfunds received from extemal sources,netofrefunds,and correcting 

transactions. Noncash transactions such as receipt ofservices,commodities,or other 

receipts"in kind"are excluded as are funds received from the issuance ofdebt, 

liquidation ofinvestments and nonroutine sale ofproperty(PEDS,1999). 

ScholarshipsandFellowships Expenditures — This category ofexpenses applies onlyto 

money given in the form ofoutright grants and trainee stipends to individuals enrolled in 

formal coursework,eitherfor creditor not. Aid to students in the form oftuition orfee 
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remissions is included. College Work-Studyfunds are excluded and are reported under 

the program in which the student is working. Pell Grants are notincluded in this 

category.(IPEDS,1999). 

StateandLocalAppropriations, Grantsand Contracts — Revenue received from state 

and local governmentsthrough acts by legislative bodies. 

TotalCurrentFundExpenditures-Chargesincurred,whether paid or unpaid,which are 

presumed to benefit the currentfiscal year. Current and capital outlays can beincluded in 

this category(IPEDS,1999). 

Total CurrentFundsRevenue — Moneyreceived during the currentfiscal yearfrom 

revenue that can be used to pay obligations currently due,and surpluses re-appropriated 

for the currentfiscal year. This revenue categoiy includes tuition payments, 

appropriations,unrestricted grants and contracts,restricted grants and contracts and 

revenue associated with majorfederally funded research and developmentcenters 

(IPEDS,1999). 

Tuition andFees -Revenue received as a pa5mient or chargefor instruction or 

compensation for services,privileges,or the use ofequipment,books,or other goods is 

included in this category(IPEDS,1999). 
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Chapter2 

Review of Literature 

Introduction 

Areview ofthe pertinent literature related to recent trendsin higher education 

revenue and expenditures is presented. The purpose ofthis literature review is three-fold: 

1)to define relevant highereducation financial concepts;2)to examine higher education 

revenue and expenditure studies; and 3)to examine economic health studies. An 

examination ofthe literature pertaining to the recent structure ofhigher education 

revenue and expenditures and the assessmentofits overall economic health provide the 

background necessary for considering differencesfound between economically healthy 

and unhealthy private historically black colleges and universities. 

Higher Education Financial Concepts 

Much ofthe higher education financial literature published during the first halfof 

the twentieth century had as its purpose the clarification ofeconomic issues relevantto 

colleges and universities(Amett,1922and 1940;Klein, 1930;Morey,1930;Russell and 

Reeves,1934). The standardization ofconcepts and proceduresfor assessing the 

financial structure ofhigher education revenue and expenditures,an essential purpose of 
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these early studies,established the foundation forfuture empirical analyses ofthe 

economic health ofcollegiate institutions. 

Revenue,as defined in mostfinancial studies,includes all funds received from 

extemal sources,netofrefunds,and correcting transactions(Amett,1922;Russell and 

Reeves,1934). Non-cash transactions such as receipt ofservices,commodities,or other 

receipts"in kind" were notincluded as revenue,nor werefunds received from the 

issuance ofdebt,liquidation ofinvestments and non-routine sale ofproperty. 

Fund accounting,the preferred method ofhigher education accounting, 

categorizes revenue and expenditures according tofund types and balances(Bowen, 

1980;Collier and Allen, 1980). In accordance with the practices offund accounting, 

revenue is categorized according tofund typeSjbased upon the source and purpose of 

funds,and the restrictions orlack ofrestrictions placed upon the use ofthose funds. 

Total currentfundsrevenue,a primaryfund account,includes all appropriations; 

unrestricted grants and contracts;restricted grants and contracts;and revenue associated 

with majorfederally funded research and developmentcenters(Bowen,1980;Clotfelter 

et al., 1991;Harris,1962;IPEDS,1999). A large percentage ofthe revenue studies 

conducted during the last several decades have included an assessment or comparison of 

total currentfunds revenue(Callan and Finney,1997;Getz and Siegfried, 1991a;U.S. 

Department ofEducation,1996). 

Ofparticular interest to many scholars is the assessment ofrevenue available for 

funding higher education's academic mission and related general administration(Barbett 

and Korb,1997;Getz and Siegfried, 1991a;U.S.DepartmentofEducation,1996). 

Education and general revenue includes only the portion ofthe total currentfunds 
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revenue received for the financial supportofan institution's educational mission and the 

general administration related to the education mission. 

Expenditures,in atypical higher education financial study,are defined as charges 

incurred,whether paid or unpaid,which are presumed to be carried to benefit a particular 

fiscal period,current and capital outlays may beincluded in this category(Bowen,1980; 

Clotfelter et al., 1991;Frances and Stenner,1979;IPEDS;1999;Schapiro et al., 1993). 

Traditional expenditure studies examine institutional expenses according to their function 

or subdivisions oftheir function into cost objects(Barbett and Korb,1997;Bierman, 

1974;Dickmeyer and Hughes,1982;Getz and Siegfried,1991a;Harris, 1962; 

McPherson et al., 1993a;Stich, 1979). Examplesoffunctional expenditure groupings are 

instruction,student services,administrative services,and operation and maintenance of 

plant. Cost objects, within afunction,describe the service or material purchased,such as, 

equipment,classroom supplies,and salaries. 

The total ofexpenditures related to the normal course ofinstitutional operations 

expended within a particular academic orfiscal year is referred to as total currentfund 

expenditures(Bieman,1974;Clotfelter et al., 1991;Frances and Stenner, 1979;Harris, 

1962). This category includes expenditures for education and general(E&G),auxiliary 

enterprises(for example,bookstores,athletics,housing and food services),institution-

related hospitals,and independent operations(for example,federallyfunded research and 

development centers). 

Inasmuch as the expenditure offunds to support the core educational mission of 

an institution are ofgreatimportance to the higher education community,as well as 

individual institutions,many studies have examinedE&G expenditures in extensive 
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detail(Barbett and Korb,1997;Bowen,1980;Callan and Finney,1997;Clotfelter et al, 

1991;Keough,1993;U.S.DepartmentofEducation, 1996). These expensesencompass 

costs related to the provision and administration ofinstruction,research,student services, 

scholarships and fellowships,academic support,institutional support,plant operations 

and maintenance,public services,and mandatory monetary transfers necessary to cover 

educational costs. 

Section Summary 

Manyofthe financial concepts utilized in highereducation have been borrowed 

from the private sector and through the years these concepts have taken on a variety of 

formal and informal meanings. Therefore,this section ofthe literature review and the 

definition ofterms located at the end ofchapter one are necessary to clarify these 

concepts as they were used in this study and the various studiesreviewed. 

Higher Education Revenueand Expenditure Studies 

Introduction 

In studies conducted during the last several decades,numerous types offinance 

studies examined various aspects ofhigher education revenue and expenditures;such as, 
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revenue and expenditure status surveys(Bowen and Minter,1975-1980;U.S. 

DepartmentofEducation, 1996),production analyses(Breneman and Allen 1986; 

Hoenack et al., 1990;Witmer,1971),and economy ofscale studies(Brinkman and 

Leslie, 1986;Broomall et al., 1978;Cohn et al., 1989). This section on higher education 

revenue and expenditure studies examines the recentliterature on one ofthe most 

frequently conducted types offinancial studies,revenue and expenditure status surveys. 

The vast majority ofscholarly research detailing the financial status ofAmerican 

colleges and universities has been either authored by the U.S.Department ofEducation 

or by researchers who relied extensively on data collected via govemmentsurveys 

(Bowen,1980;Breneman,1994;Getz and Siegfried, 1991a and 1991b;IPEDS,1999; 

McPherson et al., 1993;U.S.DepartmentofEducation,1996). The Integrated 

Postsecondary Educational Data System(IPEDS),begun in 1986,and its predecessor,the 

HigherEducation GeneralInformation Survey(REGIS),begun in 1966,collected aimual 

finance data on revenue and expendituresfor all post-secondary education. Significant 

portions ofthese surveysfocused on the examination oftotal currentfundsrevenues,by 

source;total currentfund expenditures,byfunction;and revenue and expenditures per 

full-time equivalent(PTE)studentfor all post-secondary institutions,by type and control 

(ffEDS,1999). This section ofthe review ofliterature examines the findings ofIPEDS 

finance surveysin order provide acommon perspective ofthe economic status of 

institutions ofhigher education during the 1985-1995 period. 
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Total CurrentFunds Revenue 

Findingsfrom historical and contemporary higher education literature indicate 

American colleges and universities received financial supportfrom the same major 

sources throughoutthe twentieth century(Amett,1922and 1940;Barbett and Korb, 

1997;Cheit,1971 and 1973;Getz and Siegfried, 1991b;Harris, 1962;Rudolph,1962; 

Russell, 1944;U.S.Office ofEducation,1943 and 1962;U.S.Department ofEducation, 

1996). Federal,state and local government appropriations,grants and contracts;tuition 

and fees; private gifts,grants and contracts;endowment;auxiliary and otherincome 

(including sales and services,independent operations,hospitals,federally-sponsored 

research,and other affiliated enterprises)are listed as the majorrevenue sourcesfor both 

public and private colleges and universities throughout the literature. 

As higher education's role in Arherican society evolved to include expanded 

academic,research and societal responsibilities,the amountoftotal currentfunds revenue 

required to supportthese institutions escalated(Bowen,1980;Callan and Finney,1997; 

Harris, 1962;Hoenack and Collins, 1990). In studies examining the changing financial 

structure ofhigher education institutions,scholars documentthat public and private 

institutions experienced significantincreases in total currentfunds revenue during the last 

decades(Barbett and Korb,1997;IPEDS,1999;U.S.DepartmentofEducation,1995). 

During academic year 1985,public and private institutions exceeded $100billion in total 

currentfunds revenue for the first time in American(65% for public and 35%for private 

institutions); by 1995,the amountoftotal currentfunds revenue for all higher education 
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escalated to$198 billion(62%for public and 38%for private institutions). During this 

period,private universities experienced much greater revenue growth than other types of 

institutions. 

Public and private institutions differed in the percentage oftheir total current 

funds revenue receivedfrom the various revenue sources. Finance surveysconfirm, 

between 1985 and 1995,public colleges and universities received mostoftheir total 

currentfunds revenuefrom state governments,while private colleges and universities 

depended more heavily on tuition and feeincome(Breneman and Finney,1997;IPEDS, 

1999;U.S.DepartmentofEducation,1996 and 1998). The percentage distribution of 

total currentfunds revenuefrom all sourcesfor the 1985-1995 period is shown in Table 

2-1. 

RevenuePerFull-time EquivalentStudent 

Examining total currentfundsrevenue is but one method used in revenue stams 

studies to assess and evaluate higher education revenue;the assessment ofrevenue per 

full-time equivalent student is another. A numberofrevenue status studies report 

findings on total currentfunds revenue perFTE studentin order to provide comparative 

financial data that takes into account differences in institutional size (Bowen,1980; 

Breneman and Finney,1997;Clotfelter et al., 1991;Getz and Siegfried, 1991a and 

1991b;McPherson et al., 1993;Taylor, 1984;U.S.DepartmentofEducation,1996and 

1998). 
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Table 2 -1

Percentage Distribution of Total Current Funds Revenue: 1985 - 1995

Public Institutions I Private Institutions

'Revenue Source

Tuition and Fees

Federal Government*

State and Local Govemment*

Private Gifts, Grants and Contracts

Endowment

Auxiliary and Other (Sales and
Services, Hospitals, Athletics,
Independent Operations)

TOTAL 100.0 100.0 100.0 100.0
♦Note: These categories included appropriations and restricted and unrestricted grants and contracts.

Source: U.S. Department of Education, 1996

Even as higher education institutions experienced modest growth in PTE student

enrollment (up 16.25% for public and 13.5% for private institutions between 1985 and

1995), total current funds revenue per PTE student also increased for public and private

institutions during the period (U. S. Department of Education, 1996 and 1998). Using

inflation-adjusted trend data (in constant 1995 dollars), findings from federal finance

surveys show total current funds revenue received per FTE student increased by 37.4%

for private universities; 30.6% for private 4-year colleges; 19.2% for public universities;

and 7% for public 4-year colleges (U. S. Department of Education, 1998).

A great number of revenue status studies report findings on general education

revenue per FTE student as a measure of changes in educational funding per student



(Clotfelter et al., 1991;Getz and Siegfried, 1991a and 1991b;U.S.Department of 

Education,1996 and 1998). General education revenue,total currentfundsrevenue 

minus auxiliary enterprises and other revenue sources,encompassesincome received 

from all sources dedicated to the financial and administrative supportofan institution's 

academic programs. Asshown in Table2-2,between 1985 and 1995,in constant 

dollars,the amountofgeneral education revenue perPTE studentreceived by institutions 

varied according to type and control(U.S.Department ofEducation,1996). Atprivate 

instimtions,the increase in general education revenue per student was more dramatic than 

at public institutions. Overthe period,general education revenue perPTEstudent 

increasedfrom approximately$26,100to $36,000at private universities,andfrom 

$12,600to $16,500 at private four-year colleges. 

The literature reveals that the primary source ofgeneral education revenue 

perPTEstudent varied according to institutional control. State and local governments 

contributed the majority ofgeneraleducation revenue received by public institutions 

during the 1985-1995 period,while tuition and fees supplied the largest portion for 

private instimtions. Between 1985 and 1995,state and local governmentfunding per 

PTEstudentfell in constant 1995 dollars for public institutions. Between 1985 and 1995, 

state and local governmentfunding perPTEsmdentfell in public universitiesfrom 

$8,754to $8,405,andfrom $7,716 to $6,747in public four-year colleges. As aresult of 

the decline in state support,public institutions increased their dependency on mition and 

fees,the second mostimportant revenue source for these institutions. Revenue perPTE 

studentfrom tuition and fees increased60%for public universities and51%for public 

four-year colleges. 
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Table 2 - 2

General Education Revenue Per FTE Student: 1985 -1995

(in 1995 Constant Dollars)

Total Tuition Federal

& Fees Govem-

Govern-

ment

Public Universities

Pnvate Endow-

Gifts, ment
Grants, &
Contracts

Educa- ~

tional :

Sales &

Services

1985 $16,463

1995 $19,629

1

1985 $26,130

1995 $35,901$35,901

$3,012 $2,785 $8,754 $976 $217

$4,825 $3,604 $8,405 $1,551 $279

Private Universities

$6,362 i $880

11®

$16,299 1 $7,709 I $1,012

$3,526 $2,283

$5,109 $3,118

Public 4-Year Colleges
$12,274 I $2,161 I $1,578 $7,716 "

$1,478

$2,654

1995 $13,133 $3,263 $1,858 $6,747 $668 $57 $540

Private 4-Year Colleges

1985 $12,599 $8,170 $1,032 $516 $1,801 $948 $132

1995 $16,458 $11,337 $1,116 $699 $2,057 $1,076 $171

Source: U. S. Department of Education, 1996



Similar to their public peers,private four-year colleges realized the greatest 

amountofrevenue growth from tuition and fees between 1985 and 1995. During the 

period,private four-year colleges realized revenue growth of39%from tuition and fees; 

35%from state and local government;29%from educational sales and services; 14% 

from private gifts,grants,and contracts; 13.5%from endowment;and8%from the 

federal government. 

The proportion oftotal currentfundsrevenue all institutions can receivefrom 

each source can vary annually depending on intemal and extemal circumstances. This 

variability ofrevenue requires that administrators and governing boards be aware ofthe 

overall changesin the availability offunds and adapttheir budgets accordingly. 

Total CurrentFundsExpenditures 

Research pertaining to the disbursal ofhigher education's expenditures is 

extensive. Consistent with fund accounting principles,much ofthe literature categorizes 

expenditures according to their function(total currentfunds,education and general, 

auxiliary,hospitals,and independent operations)or costs within functions(such as 

personnel costs within a department zind equipmentcosts for labs)(Barbett and Korb, 

1997;Breneman,1994;Brinkman,1984;McPherson et al., 1993;U.S.Departmentof 

Education, 1996 and 1998). 

Manyofthe expenditure studies conducted in recent decades relied on aggregated 

financial datafrom either a cross-section ofinstitutions or population data provided by 
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U.S.Department ofEducation finance surveys(Breneman,1994;Callan and Finney, 

1997;Gets and Siegfried, 1991a and 1991b;McPherson et d.,1993). In order to assess 

the status ofexpenditures in the entire higher education community,federal surveys 

collect expenditure data byfunction. This section ofthe review ofliterature examines 

expenditure trends for public and private institutions as assessed by governmentfinance 

surveys forthe 1985-1995 period. 

Expenditures increased at mosttypes ofhigher education institutions during the 

1985-1995 period. Finance surveys conducted by the Department ofEducation reveal 

that between 1985 and 1995,total currentfund expenditures for all higher education,in 

constant dollars,increased from approximately$145 billion,in 1985(public institutions 

received65% and private institutions received 35% ofthese funds),to$190billion,in 

1995(public institutions received63% and private institutions received 37% ofthese 

funds)(IPEDS,1999;U.S.DepartmentofEducation,1996and 1998). The percentage 

institutions spent,according tofunction,is presented in Table2-3. 

Inflation adjusted trend datashow thatincreases in total currentfund expenditures 

perFTEstudent occurred for both public and private institutions ofhigher education 

from 1985-1995(U.S.DepartmentofEducation,1996 and 1998). Total currentfund 

expenditures perFTEstudentfor all institutions ofhigher education,rosefrom $16,251, 

in 1985,to $18,383in 1995,in constant 1995 dollars. Theincrease perFTEstudentin 

total currentfund expenditures was more substantial at private institutions than at public 

institutions. Between 1985 and 1995,total currentfund expenditures perFTE student at 

private institutions increased 21.5%(from $22,487,in 1985,to $27,325,in 1995); 

whereas,total spending perFTEstudent at public institutions rose9%(upfrom $14,123, 
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Table 2-3

Total Current Fund Expenditures for all Higher Education: 1985 -1995

(in 1995 constant dollars)

Function

Education and General

Expenditures

Auxili

Independent Operations and
Other

Total Current Fund

Expenditures

Sources: U.S. Department of Education, 1996 and 1998.

1985 1995

Constant

1995 Dollars

(in billions)
Percent

Constant

1995

Dollars

(in billions)

Percent

113.5 78.1 151 79.5

15.7 10.8 17.5 9.2

16.1 11.1 21.3 11.2

145.3 100.0 189.8 100.0

in 1985, to $15,403 in 1995). Among the four-year institutions, total current fund

spending per PTE student at private four-year institutions experienced slightly greater

expenditure growth than public four-year institutions. Over the period, private four-year

institutions experienced an 18.2% increase in total current fund expenditures (up from

$24,205 in 1985 to $28,623 in 1995) in comparison to the 12.2% increase experienced by

public four-year institutions (up from $18,341 in 1985 to $20,579 in 1995.



Education and GeneralExpendituresPerFull-Time EquivalentStudent 

An analysis ofeducation and general(E&G)expenditures yields acomprehensive 

assessment ofthe major expenditure pattems ofcolleges and universities(Bowen,1980; 

Clotfelter et al., 1991;Getz and Siegfried, 1991a;Harris, 1962;Hoenack and Collins, 

1990;Taylor, 1984). E&Gexpenditures(the direct costs ofinstruction,research, 

administrative support,institutional support,plant operation and maintenance,student 

services,scholarships and fellowships,academic support,public services and mandatory 

transfers)are generally calculated on a perPTEstudent basis,in order to comparably 

assess variations in spending per student. 

Finance surveys indicate that between 1985 and 1995,public and private 

institutions ofhigher education spent an average of78% oftheir total currentfund 

expenditures forE&G expenses(See Figure2-1)(IPEDS,1999). TotalE&Gspending 

perFTEstudentincreased more for private institutions than for public institutions during 

the period. E&Gspending perFTEstudentincreased approximately 36.5%for private 

universities(up from $26,964to $36,828);28%for private four-year colleges(upfrom 

$13,152to$16,799);20%for public universities(upfrom $16,236 to $19,525);and 12% 

for public four-year colleges(upfrom $11,892to $13,317). 

Instruction costs perFTE student,the largestE&Gexpenditure categoryfor both 

public and private institutions,rose more for private institutions than for public 

institutions between 1985 and 1995. Instractional spending increased approximately 

38%for private universities and 15.8% for private four-year colleges while public 

universities and four-year colleges experienced increases of11% and 4.5% in 
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Figure2-1 

Total CurrentFund Expenditures:1985-1995 

(in 1995 dollars) 
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Source; U. S. Department of Education, 1996 

instructional spending, respectively. In constant dollars, spending per PTE student for 

instruction at private universities increased from $10,249 to $14,117; from $6,215 to 

$6,913 at public universities; from $4,682 to $5,422 at private four-year colleges; and 

from $5,326 to $5,566 at public four-year colleges. 

Although most institutions spent more per PTE student on instruction costs in 

comparison to other E&G expenditures, spending per PTE student for scholarships and 

fellowships soared for all institutions. During the 1985 - 1995 period, spending per PTE 

student for scholarships and fellowships increased by 91% for public universities, 116% 

for public four-year colleges, 78% for private universities, and 102% for private four-year 
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colleges. In constant dollars,spending for scholarships and fellowships perFTEstudent 

increased from $2,406 to $4,282 at private universities;from $580to $1,108 at public 

universities;from $1,459to $2,949 at private four-year colleges;andfrom$317to$684 

at public four-year colleges. 

Furthermore,academic and institutional support costs were among the highest 

expenditures for public and private institutions. Academic and institutional support per 

FTEstudentincreased from25.3%(up from $4,024to $5,044)for private universities 

and 18.7%(upfrom $2,850to $3,384)for private four-year colleges,whereas public 

universities and four-year colleges experienced an increase of16.5%(upfrom $2,225 to 

$2,593)and 14.8%(upfrom$2,186to $2,510),respectively. 

Section Summary 

Revenue and expenditure growth varied greatly among public and private 

institutions ofhigher education during the 1985-1995 period. Among the most 

significantfindings ofthe financial status studies reviewed was the identification ofa 

definite pattem ofdecline in the financing ofpublic institutions by state and local 

governments. There was also a great difference between state and localfunding for 

public and private four-year colleges during the period. Unlikefour-year public colleges 

that experienced a 12.5% decline in state support,private four-year colleges received a 

35%increase in state support during the period. Asa portion oftheir total currentfunds 

revenue,the level ofstate and local governmentfunding for private four-year colleges 
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was minimal(averaging only4%over the period). Consequently,as institutions received 

less revenuefrom state arid local funding sources,they became more dependenton 

students for a greater share oftheir educational revenue. It is believed bysome 

researchers thatincreased dependency on tuition and fees exposes institutions to 

increased financial risks during periods ofsustained enrollment declines(Bowen,1980; 

Hoenack and Collins, 1990). 

In addition,overall spending perPTEstudentincreased at all types ofhigher 

education institutions between 1985-1995. With the exception ofpublic four-year 

colleges(increasing only 12%),totalE&Gspending perPTEstudentincreased in excess 

of20% overthe period. Private universities and four-year colleges realized the greatest 

amountoftotalE&Gexpenditure growth. Spending perPTEstudenton scholarships and 

fellowships grew most dramaticallyfor all institutions. TotalE&Gspending perPTE 

student also increased significantly in the areas ofinstruction,academic support,and 

institutional supportfor all institutions. 

Institutions ofhigher education are complex financial organizations that require 

a great amountoffinancial supportin order to fulfill their various missions. Even as 

institutions are presented with expanding educational and social responsibilities,they are 

also challenged with implementing measures to control costs. The analysis ofrevenue 

and expenditure trends provides a means to understand the differences in the finzincial 

structure ofboth public and private higher education eind make recommendations 

regarding their comparative economic health. 
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Economic Health Studies 

American institutions have endured numerous periods ofeconomic growth, 

recessions,and depressions. Even as the private sector,govemmental agencies and the 

general population experienced periods ofeconomic distress,so did institutions ofhigher 

education. During the 1970s,a weakened national economy facilitated,directly and 

indirectly,a downward economic trend for a number ofcolleges and universities 

resulting in desperate circumstancesforsome institutions(Honeyman et al., 1996). 

Excluding branch campuses,141 institutions ofhigher education wereforced to close 

their doors between 1970and 1980;86%ofthese institutions were privately controlled 

(U.S.DepartmentofEducation,1996). 

In response to widespread concems regarding the economic condition ofhigher 

education during the mid-to-late 1970s,anew research imperative emerged for scholars-

examining the economic health ofcolleges and universities. Ofparticular interest to 

manyin the highereducation conununity wasthe economic health assessment ofprivate 

institutions,considering the number ofprivate institutions that were experiencing 

economic distress. In addition to the govemmentalfinance surveys assessing revenue 

and expenditures trends in private institutions,(U.S.Department ofEducation, 1996 and 

1998),manyofthe early studies were concerned with classifying private institutions 

according to their relative economic health. 

Among the first ofthe studies classifying institutions was Cheit's 1971 study. The 

New Depression in HigherEducation. Using expert ratings,the study classified the 
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economic health of41 colleges and universities:44%.were public and56% were private 

colleges and universities.Institutions in the study were classified in one ofthree 

categories: not in financial difficulty, headed forfinancial difficulty and alreadyin 

financial difficulty. The classification of"notin financial difficulty"indicated that the 

institutions were meeting their responsibilities and could plan institutional growth with 

confidence. Institutions"headed for financial difficulty" were meeting current financial 

responsibilities,but were unsure they could do so for much longer. Institutions"already 

in financial difficulty" were unable to provide services or insure the quality essential to 

their programs. 

In their assessment ofthe economic health ofthe sample,the study concluded that 

29% were notin financial difficulty;44% were headed for financial difficulty; and 27% 

werein financial difficulty. In comparison to public institutions,the economic health of 

private institutions was severely more depressed than public institutions during the 

period. Private institutions comprised 82% ofthe schoolsin financial difficulty;50%of 

the institutions headed for financial difficulty; and42% ofthe institutions notin financial 

difficulty. 

Cheitsurmised that there had been general erosion ofthe economic condition of 

many private colleges and universities over the previous years,which had gone 

unrecognized. Consequently,private institutions in the categories,"already in financial 

difficulty" and"headed for financial difficulty"experienced an average annual rate of 

expenditure growth much larger than their average annual rate ofrevenue growth. These 

institutions spentless for student aid,instruction,and research and spentmore for 
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institutional and academic support. The study concluded thatthese conditions,left 

unchecked,would resultin increased economic pressure on these institutions,or worse, 

their closing. 

In a further disaggregation ofhis sample,Cheitconcluded that ofthe five 

historically black colleges and universities(HBCUs)in the study(representing 12% of 

the sample)none were categorized as "headedforfinancial difficulty". Twoinstitutions 

(40%ofthe HBCUsin the sample)were categorized in the "notinfinancial difficulty" 

group. Threeinstitutions(60% ofthe HBCUsin the sample)were classified as"in 

financialdifficulty". Similar to the non-historically black private institutions in this 

category,the private HBCUs "infinancialdifficulty" were deficit financing their 

operations. 

Revisiting these institutions in orderto update theireconomic condition,Cheit 

conducted afollow-up study.The New Depression in HigherEducation — Two Years 

Later(1973). In the reassessment ofthe economic heeilth ofthe same private institutions 

examined in 1971,the authorfound thatinstitutions previouslyidentified as "infinancial 

difficulty"reduced their aggregated annual expenditure growth per studentfrom4%to 

0.5%. At many ofthese institutions,reductions were achieved through the elimination of 

marginally productive programs and faculty,and decreased faculty benefits. While not 

sanctioning the procedures used byinstitutions to achieve expenditure reductions,Cheit 

viewed these reductions as phenomenal and necessary in order to improve the long-range 

economic health ofthese institutions. 
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In a subsequent study,the economic health ofalarger and more diverse sample of 

instimtions was examined(Lupton et al., 1976). Using 1972-1974 data provided by the 

U.S.Office ofEducation's Higher Education GovemmentInformation System,2,163 

public and private institutions were classified and examined according to their relative 

economic health. Institutions were rated according to a scale ofrelative health generated 

from sixteen indicators(10financial ratios,4trend variables,and2categorical variables), 

identified by an expert panel to be valid for classifying institutions according to their 

economic health. Theindicators included institutional control,enrollment trends,trends 

in educational and general expenditures,trends in plant additions and ratios ofcurrent 

fund revenues to expenditures,academic expenditures to educational and general 

expenditures,freshmenFIEstudents to total undergraduateFIEstudents,and tuition and 

fees to student aid revenues. 

Based on arating scale rangingfrom+3to-3,institutions were rated as healthy, 

relatively healthy,neutral,relatively unhealthy,or unhealthy. The authors concluded that 

private institutions exhibited a severe skew toward the unhealthy end ofthe scale(Lupton 

et al., 1976). Ofthe 1,053(49% ofthe total sample)private institutions in the sample, 

approximately86.6% werein the unhealthy categories:59.5% were in the relatively 

unhealthy category,and 27.1%werein the unhealthy category. Significant variations 

werefound in institutional economic health based on size and type. Over75% ofthe 

institutions with 1,000orfewer students ranked in the two unhealthy categories and 

institutions offering only the baccalaureate degree were the least healthy(54.9% in 

relatively unhealthy and 25%in unhealthy categories). 
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The study reports thatHBCUs were almost as healthy as other institutions, with 

33.8% ranking in the top two health categories as compared with44.2% for all other 

institutions. Conversely,53.2% ofthe HBCUsranked in the bottom two categories as 

compared with49.1% ofthe other schools in the sametwo categories. Figure2-2 

compares the economic health ofblack colleges to that ofnon-black institutions,as 

reported in the Lupton et al. study. 

The examination ofinstitutions based on their expenditure patterns revealed that 

expenditure growth was differentfor the most healthy and most unhealthy institutions in 

the study. Comparing healthy to unhealthy institutions,the data revealed that amongthe 

most healthy institutions,total expenditures grew at one halfthe rate exhibited by the 

most unhealthy institutions. These variations prompted the authors to conclude that"if 

major effort were not made to retard the growth ofexpenditures,the[economic] 

condition ofinstitutions would continue to worsen in theface ofstabilizing revenue 

growth"(Lupton et al., 1976,p.23). 

In another study ofthe economic health ofinstitutions ofhigher education, 

expenditure growth was notfound to be a significant factor. In Bowen's 1980 

examination ofthe cost differences among affluent and less affluent institutions, 

institutional affluence was defined as educational expenditures,or costs,perfull-time 

equivalent student. Clarifying the operational definition ofinstitutional affluence,the 

authors theorized that the more money an institution spends on education per student unit, 

the greater its affluence. Beginning with arepresentative sample of268 institutions of all 
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Figure 2-2

Economic Health Comparison of Black and Other Colleges

Healthy Relatixely Neutral Relatively Unhealthy
Healthy Unhealthy

S Other

Colleges
(N=2,085)

Black

Colleges
(N=77)

Source: Lupton, et al. (1976).

types and sizes and from various geographic locations, the least affluent fifth and the

most affluent fifth of institutions were identified based on per student spending.

Bowen found that the expenditure patterns of the least affluent and the most

affluent institutions, as classified by type showed very small differences. Additionally, as

institutions became more affluent they spent smaller portions of their budget for

instructional functions and more on non-academic staff and the purchase of goods and

services. Among the private liberal arts colleges in the study, the most affluent

institutions spent more on student services, academic support and plant operation and

maintenance than the least affluent institutions.



Expenditure growth among private institutions was also the focus ofother 

economic health studies conducted during the last quarter ofthe twentieth century. In an 

examination of876four-year private colleges,Dickmeyer(1982)found that28%ofthe 

private institutions in the sample were economically unhealthy based on alack of 

financial reserves. The author posited thatfinancial reserves were necessary to sustain 

institutions in times ofeconomic decline and to ensure sufficientfunds to cover current 

and unforeseen expenditures. The study defined the condition ofwithoutfinancial 

reserves to be the state ofnegative currentfund balances and endowment balances 

incapable ofproviding for the currentfund balance deficit. The author suggested that 

some private institutions were bordering on serious economic distress,given their 

persistentlack offinancial reserves. 

Dickmeyer was not alone in his assessmentthat private institutions were on the 

verge offinancial disaster based on minimal or deficit currentfund balances. An earlier 

study ofthe economic health ofprivate colleges,reached a similar conclusion as to why 

institutions were experiencing financial distress(Jellema, 1973). From Red to Black? 

The FinancialStatus ofPrivate Collegesand Universities was based on data collected by 

the Association ofAmerican Collegesfrom 554private institutions during 1970 and 1971 

(Jellema, 1973). Reminiscent ofthe Cheitstudy of 1971,Jellema reported the presence 

ofoperating deficits in every enrollment category examined. His research also found that 

the number ofprivate institutions experiencing operation deficits wasincreasing. The 

analysis indicated thattwo ofthe principal factors responsible for the deficits experienced 
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bythese enrollment-driven institutions was the escalating responsibility ofinstitutions to 

provide student aid and the uncertainties presented byfluctuating student enrollments. 

From the data collected forFrom Red to Black?Jellema prepared a report 

comparing the finances ofblack and white private institutions. The author reported that 

in comparison to white institutions, private black colleges experienced similar enrollment 

patterns,spent similar amounts per studentfor instruction and plant operation and 

maintenance. Grouped according to their institutional type,black and white institutions 

received similar amountsofendowmentincome per student and experienced similar 

patterns ofcurrentfund balances. Black colleges were dissimilarfrom white institutions 

in that they derived a higher percentage oftheir revenuefrom private gifts, grants and 

contracts. Theyincurred more debt on their physical plant and debtfor other institutional 

obligations. Jellemaconcluded that many private institutions,black and white,were 

struggling economically,asindicated by increasing operating deficits over an extended 

period oftime. 

Differences among black and white institutions were also examined in other 

influential studies ofthe period. In a 1975 study ofthe financial condition of646 public 

and private institutions,the authorsfound that progressive economic deterioration 

permeated higher education as a whole,as evidenced by an assessmentofexpenditures 

perPTEstudent(Lanier and Anderson,1975). The analysis ofthe differences between 

public and private colleges and universities revealed thatthere was little variation in the 

distribution ofexpenditures byfunction. The authors found that private institutions 
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experienced less growth in educational expenditures perPTEstudentfor the period than 

public institutions. ) 

Lanier and Anderson took the position that changing national economic 

conditions and the mannerin which individual institutions were structured financially 

were responsible for the economic decline observed in higher education. In order to 

adjust to their changing economic condition,the authors emphasized the importance of 

monitoring and reducing expenditure growth. 

Exaimning the economic health ofinstitutions took a different approach in the 

latter halfofthe 1970s and thereafter. Instead ofusing a panel ofexperts in the 

classification ofinstitutions according to their relative health,a process that drew great 

criticism based on concem regarding the reliability ofthe transformation ofrelative 

rankings into absolute categories ofeconomic condition,Getz and Siegfried(1991a and 

1991b)concentrated on examining the economic health ofinstitutions by assessing 

expenditure growth among functional categories. In their study of2,045 colleges and 

universities,these researchers found that costs per studentincreased by$1,752 per 

student over the 1978-1988 period,or 2.7% per year faster than inflation from 1978-

1988(Getz and Siegfried, 1991a and 1991b). 

Categorizing institutions according to their type,control,and size,the authors 

found costs per studentrose faster at private than at public institutions during the period. 

Expenditures persmdentincreased much faster at private liberal arts colleges than at any 

other tj^e ofinstitution. The mostrapidly increasing categories ofexpenditures perPTE 

studentfor private institutions were institutional scholarships and fellowships,student 
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services,and institutional support. Private institutions experienced declining 

expenditures in the areas ofinstruction and plant operations. 

In acomparison ofinstitutional groups,Getz and Siegfried found that black 

student enrollment did notincrease as notably at historically black colleges and 

universities(EDBCUs)as at non-historically black institutions, despite significant 

increases in the numberofblack students entering college during the late 1960s through 

the late 1980s. Among all HBCUsin the sample,54%experienced a decline in student 

enrollmentfrom 1978-1987. Only 15%ofall HBCUsin thesample experienced average 

annual enrollment growth above 1.8%. 

Bycomparison,private four-yearHBCUsspentless per student than their non-

historically black counterparts onE&Gexpenditures during the 1978-1987 period. 

From the data,the authorsfound that private four-year HBCUsspent more per studenton 

public service,institutional support,and plant operations,and spentless per studenton 

instruction,libraries,student services,and institutional scholarships and fellowships than 

private four-year non-HBCUs. 

Taking into accountthe pattem ofchange inFTE student enrollments enhances 

the understanding ofexpenditure growth or decline. Comparing institutions based on 

costs per student and enrollmentlevels,Getz and Siegfried concluded thatinstitutions 

whoseFTEstudentenrollments declined during the 1980s experienced a much larger 

increase in expenditures than those institutions with stable or growing enrollments. The 

comparison ofinstitutions ofvarying enrollmentlevels show that the annual rate of 

growth ofexpenditures per student was 1.8% per year for institutions with growing 
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enrollments,2.9% per yearfor institutions with stable enrollments and 3.8% per year for 

institutions whose enrollment was declining. Based on this and other findings,the 

authors concluded thatexpenditures change less rapidly than enrollments. 

In this examination ofexpenditure cost,six possible explanations were presented 

and examined for the rising costs observed in higher education during this period: better 

quality service to students,more expensive inputs,inherentlylow productivity growth, 

faculty and administrators'self-interest maximization,poor management,and increased 

govemmentregulation. Getz and Siegfried concluded thatthe economic health of 

institutions might beimpacted by these factors,specifically their expenditure growth. 

Furthermore,the authors concluded that while the rate ofgrowth in higher education 

costs may belessened,expenditures seemed destined to increase as institutions strove to 

meetchanging student demands,provide for increasing faculty needs,embark on new 

and traditional missions,andfocus on providing higher-quality services. 

Section Summary 

This review covers only asmall portion ofthe research on the economic health of 

private colleges. Lacking a standardized definition ofeconomic health,studies 

throughouttime have examined institutions using various methods. Manyofthe early 

studies took a more subjective approach to examining the economic health ofinstitutions, 

classifying institutions according to their relative financial condition as defined by expert 
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panels. Later studies sought to utilize a more objective analysis ofthe economic health of 

institutions through acomparative analysis ofinstitutions based on a theoretical 

framework grounded in statistical analyses. 

From the literature on economic health studies,several themes are evident. 

Firstly,institutions of all types are susceptible to economic decline or downturns ofone 

kind or another. At various pointsin time,most public and private institutions 

experienced someform ofeconomic distress. Even within the same institutional 

category,some institutions will be growing,even as others are declining. While all types 

ofinstitutions are subjectto economic decline,certain categories ofprivate institutions 

seemed to be more likely to be economically unhealthy as compared to public 

institutions. Forexample,when the economic health ofinstitutions is disaggregated 

according to size,tj^e and mission,private liberal arts institutions with low or declining 

enrollment are more likely to suffer economic decline. 

Secondly,healthy institutions are generally described as those institutions that 

have alower rate ofgrowth in expenditures perFTE student,as compared to their rate of 

income growth. Conversely,unhealthy institutions are those that experience a higher rate 

ofexpenditure growth perFTEstudentin comparison to theirincome growth.While a 

few studies indicated that the financial structure ofcolleges and universities played a 

significant role in the assessment oftheir economic health,the majority ofthe studies 

reviewed concluded that a comprehensive examination ofrevenue and expenditure 

growth provided the most useful assessment ofthe economic health ofinstitutions of 

higher education. 
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Thefinancial structure ofAmerican higher education is complex and the analysis 

oftheir economic health provides an indicator ofthe changesin supportfor higher 

education and in how institutions allocate their operating expenditures. In assessing the 

economic health ofinstitutions it is importantto keep in mind that the financial 

operations ofdifferent institutions will reflect their unique and varying missions and the 

mannerthey choose to accomplish their goals. It is expected that institutions will utilize 

their resources in accordance with the specified priorities oftheir administrators and 

governing boards. In conceding to these priorities,institutions would do well to monitor 

and maintain an appropriate balance between revenue growth and expenditure growth in 

order to ensure sound economic health. 
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Chapter3 

Research Methods 

Introduction 

This study utilized a post-hoc descriptive research method to examine and 

describe the differences found between economically healthy and unhealthy private 

HBCUsover a ten-year period oftime. Using inflation-adjusted data,this study 

described the revenue and expenditure pattems ofeconomically healthy and unhealthy 

privateHBCUsduring the 1986-1995 period. Specifically,this study described 

differences,in constant 1992 dollars,between economically healthy and unhealthy 

private HBCUsin full-time equivalent student enrollment;total currentfund revenue;and 

total education and general expenditures between 1986-1995. 

Population 

The institutions used in this study were Camegie-classified Liberal Arts n(LA-

n),four-year private Historically Black Colleges and Universities. Institutions with 

graduate programs or missing data were excluded from the study. The result was 

complete data sets for thefollowing thirty-six institutions: 
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Allen University 
Arkansas Baptist College 
Barber Scotia College 
Benedict College 
Bennett College 
Bethune Cookman College 
Claflin College 
Dillard University 
Edward Waters College 
Florida Memorial College 
Huston-Tillotson College 
Jarvis Christian College 
Johnson C.Smith University 
Knoxville College 
Lane College 
Livingston College 
Miles College 
Morris Brown College 

Morris College 
Oakwood College 
Paine College 
Paul Quinn College 
PhilanderSmith College 
Rust College 
Selma University 
Shaw University 
St. Augustine's College 
St.Paul's College 
Stillman College 
Talladega College 
Texas College 
Tougaloo College 
Virginia Union University 
Voorhees College 
Wilberforce University 
Wiley College 

Data Collection 

The study was restricted to Camegie-classified Liberal Arts n(LA-II),four-year 

private Historically Black Colleges and Universities with complete institutional and 

financial survey datareported to the Integrated Postsecondary Education Data System 

(IPEDS)for the 1986-1995 period. TheIPEDS data were retrieved from the 

WebCASPAR database maintained on the National Science Foundation's(NSF)Internet 

site, http:\\www.nsf.gov. The database is an automated retrieval system that can access 

multiple govemmental data sources simultaneously,including theIPEDS database.The 

WebCASPAR is designed for the expedient retrieval ofmultiple year statisticsfrom 
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multiple data sources pertaining to academic research.The database allows researchers to 

access multiple variables,by institution, data source,or date. 

TheIPEDS database,as accessed through WebCASPAR,was selected as the 

primary data source based on the opinion that complete and accurate institutional data 

would be availablefrom this source. A Department ofEducation policy requires all 

institutions participating in federal financial assistant programs authorized by TitleIV of 

the HigherEducation Actof1965to complete the various general education,finance,and 

student annual surveys(IPEDS,1999). This reporting requirement was an indicator that 

reliable historical data were available for the institutions in the study. 

Asa result ofthe DepartmentofEducation's policies regarding the imputation of 

missing institutional data(the process ofusing datafrom the previous years to estimate 

missing data)and the exclusion ofinstitutions with graduate programs,complete data 

were available for thirty-six LA-IIprivate four-year HBCUs. Twoinstitutions were 

excluded from the study due to missing and non-imputed datafor the majority ofthe 

period;these institutions ceased to operate during the period. 

Consistent with traditional economic practice regarding multiple year financial 

comparisons(Hoenack and Collins, 1990;Taylor, 1984),total currentfundsrevenue and 

total currentfund education and general expenditures were converted to constant dollar 

calculations using the Gross Domestic ProductImplicitPrice Deflatorsfor 1992 

(Appendix B). The use ofprice deflators is recommended for their ability to comparably 

evaluate the costs ofhigher education over multiple years by accounting for inflation and 

to reflect the impactofinflation on real spending at the institutions(Chan and Synder, 

1979;Clotfelter et al., 1991;Frances and Stenner, 1979). 
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Thefollowing datafor the population were retrieved from the WebCASPAR 

database for each institution for each year in the 1986- 1995 period: 

a) Opening Fall Enrollment,Part-time and Full-time Students 

b) Total CurrentFunds Revenue(Adjusted to exclude Pell grants) 

c) Total CurrentFunds Expenditures(Adjusted to exclude Pell grants) 

d) Total Education and General Expenditures 

e) Instruction Expenditures 

f) Academic SupportExpenditures 

g) Student Services Expenditures 

h) Research Expenditures 

i) Institutional SupportExpenditures 

j) Public Service Expenditures 

k) Operation and Maintenance ofPlant 

1) Scholarships and Fellowships(Adjusted to exclude Pell grants) 

m)Mandatory Transfers 

n) Tuition and Fees Revenue 

o) Federal,State and Local Government Appropriations,Grants and Contracts 

p) Private Gifts,Grants,and Contract Revenue 

q) EndowmentRevenue 

r) Auxiliary and Other Sources Revenue 

These data were transferred to multiple Microsoft Excel computer spreadsheets 

(Microsoft Corporation,1997)for further manipulations and analysis. These data were 
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examined for errors or inconsistencies resultingfrom reporting problems and to ensure 

that all data had been accurately transferred into the spreadsheet. The Excel spreadsheet 

statistical functions and Data Analysis Tool were used to computesums,means, 

percentages,standard deviations,and perform statistical significance tests. 

Dependent Variables 

The dependent variables used for this study were the two categories ofeconomic 

health as determined using Breneman's(1994)financial strength criteria. Economically 

healthy institutions were defined as institutions thatranked among the top third ofall 

private HBCUsin 1995,according to the criteria. Conversely,economically unhealthy 

institutions were those institutions thatranked among the bottom third ofall private 

HBCUsin 1995,according to the criteria described in the procedures section. 

Independent Variables 

Economic health studies suggest the most meaningful analysis ofrevenue and 

expenditure differences among institutions can best be attained using a multivariant 

approach(Collier and Patrick, 1979;Frances and Stenner, 1979;Getzand Siegfried, 

1991a;Hoenack and Collins, 1991). Indicatorsfound to be the most useful in describing 

the economic health ofinstitutions include institutional control,revenue and expenditures 

53 



trends,and percentage distributions ofindividual revenue sources and expenditure 

functions. 

In order to assess the actual differences in revenue andE&Gexpenditures 

between economically healthy and unhealthy private HBCUs,the independent variables 

selected for this study were:full-time equivalent(PTE)student,total currentfund 

revenue,by sources and totalE&G expenditures,by purpose. These variables were used 

to characterize the differences between institutions based on their overalleconomic 

health,asindicated bycomparisons ofgrand and annual totals,grand and annual means, 

percentage distributions,and compound growth rates. 

Procedures 

UsingBreneman's(1994)financial strength criteria, data were categorized into 

economic health categories. In his study ofliberal arts colleges,Breneman concurred 

with other researchers (Dickmeyer,1984;Taylor,1984;Frances and Stenner,1979) 

conceming the lack ofready-made measures or single financial indicators that group 

colleges and universities according to their financial condition. Recognizing the 

inappropriateness ofexisting strategies for assessing the economic health ofprivate 

liberal arts colleges,Breneman developed a three-variable financial strength criterion in 

order to categorize this segmentofhigher education institutions according to their 

economic health. 
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This study utilized the criteria developed for the Breneman research to rank LA-II 

private four-year HBCUs according to their financial strength: 

1. Endo\vment average perfull-time equivalentstudent, 

2. Nettuition revenue average perfull-time equivalent student,and 

3. Percentage ofapplicants accepted for the entering class. 

Theendowmentmeasure serves as an indicator ofnon-tuition financial reserves. 

Nettuition revenue perfull-time equivalentstudentis a measure ofthe financial strength 

and drawing powerofacollege. Subtracting non-endowed studentfinancial aid from 

gross tuition revenues received bythe college produces this variable. The percentage of 

applicants accepted forthe entering class serves as an indicator ofthe selectivity ofa 

college and is also a measure ofenrollment strength. Together,these variables serve as 

the criteria for grouping privateHBCUsaccording to their economic health. 

Datafor these three measures werecomputed for the thirty-six colleges for 

academic year 1995,and each college wasrank ordered on each measurefrom one to 

thirty-six(aranking ofone indicates greater institutional financial strength). The three 

rank orders were added together to produce a single composite ranking for each college. 

The results are presented in Table 3-1. 

Based on the composite measure,two groups wereformed:economically healthy 

private HBCUsand economically unhealthy private HBCUs. Economically healthy 

institutions are defined as institutions that ranked among the top third ofall private 

HBCUsin 1995 according to the financial strength criteria. Conversely,economically 

unhealthy institutions are those institutions that ranked among the bottom third ofall 

private HBCUsin 1995 according to the financial strength criteria. An analysis of 
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Table 3-1

Financial Strength Ranking of Private HBCUs

(Excluding Middle- Third of Institutions)
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differences in full-time equivalent students,total currentfund revenue sources and total 

E&Gexpenditure categories for the 1986-1995 period wasconducted on the two groups, 

economically healthy and unhealthy institutions. 

Data Analysis 

The literature reveals that no single,summative indicator is capable ofadequately 

assessing the overall economic health ofcolleges and universities(Collier and Patrick, 

1979;Frances and Steimer,1979;Getzand Siegfried, 1991a;Hoenack and Collins, 

1991). Hence,a multivariate approach is recommended for the analysis ofeconomic 

health ofcolleges and universities(Frances and Stenher,1979;Hoenack and Collins, 

1991). For institutions with similar missions and student bodies,useful costcomparisons 

can be obtained byrelating the number offull-time equivalentstudents enrolled in an 

individual institution to inflation-adjusted total dollar revenue and expenditures amounts, 

resulting in the computation ofconstantincome and costs per student. Such a calculation 

for each independent variable will help identify responsibilityfor the real costincreases 

over the decade and render a meaningful comparison for institutions ofdifferent sizes 

(Bowen,1980;Frances and Stenner,1979) 

The multivariate approach recommended in the literature suggests thatin addition 

to an inflation adjusted analysis ofthe total dollar amountreceived or costs expended per 

FTEstudent to support the operation ofhigher education institutions,another useful 

measure for assessing differences between institutions with opposing levels ofeconomic 
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health is the comparison ofrevenue and expenditure growth rates perFTE student. 

Assessing differencesin enrollment,revenue and expenditures over multiple years,this 

study examined differences in FTEstudent enrollment,total currentfunds revenue,and 

E&Gexpenditures via grand and annual totals,grand and annual means,percentage 

distributions,and compound growth rates. 

The analysis ofdifferences in the level and rate ofgrowth in revenue and 

expenditures provides an understanding ofthe amountoffinancial supportthese 

institutions havefrom their revenue sources,in addition to the financial direction they are 

headed(Bowen,1980;Frances and Stenner,1979;Lupton et al., 1979;Getzand 

Siegfried,1991a and 1991b). An analysis ofthe rates ofchange(also referred to as 

compound growth rates)in revenue and E«&:G expenditures sunnanarizes institutional 

economic behavior over multiple years(Frances and Stenner,1979;Getz and Siegfried, 

1991a).These differences offerinsight into the operational conditions thatinfluence the 

future economic health ofcolleges and universities 

In order to answereach research question,actual and per full-time equivalent 

studentcomparisons ofgrand and annual totals,grand and annual means,percentage 

distributions,and compound growth rates were analyzed to describe differencesfound 

between economically healthy and unhealthy private HBCUsduring the 1986-1995 

period. Statistically significant differences were identified using the Excel Data Analysis 

Tool to conduct t-tests fortwoindependentsamples,assuming unequal variances 

(Microsoft Corporation, 1997). 

The study's findings were reported using descriptive statistics,narration, 

graphical,and tabular representations. Asaresult ofthe data analysis,the findings 
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provided empirical data that institutions can use to review their economic health and 

make fiscal comparisons with other colleges with similar missions and modes of 

operation. 

Conclusion 

This chapter provided an explanation ofthe research methods used for this study. 

The chapter explained how the population was defined,the methods used for grouping 

institutions into two categories ofeconomic health,how the data were collected and how 

the data were analyzed. The methods used to answerthe research questions were 

comparisons ofdifferences in revenue andE&Gexpenditure grand and annnal totals, 

grand and annual means,percentage distributions,and compound growth rates. 

Descriptive statistics,narration and various graphical and tabular representations were 

used to report the data. 
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Chapter4 

Findings 

This chapter presents the results ofthe data analysis conducted to answer each 

research question. Theresearch questions were answered using descriptive statistics, 

narration,and graphical and tabular representations. 

Research Question One 

The first question ofthe study asked whether economically healthy private 

HBCUsdiffered from economically unhealthy private HBCUsduring the 1986-1995 

period as evidenced bychanges in theirfull-time equivalentstudent enrollment. 

Full-time EquivalentStudent Enrollment 

There wasa statistically significant difference(at the.05level)in the full-time 

equivalent studentenrollment between economically healthy and unhealthyHBCUs 

during the 1986-1995 period. For the ten-year period,economically healthy HBCUs 

had a totalPTEstudent enrollmentof 146,407 as compared to 61,311 FTEstudents 

enrolled at economically unhealthyHBCUs. The averageFTEstudentenrollmentfor 
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economically healthy HBCUs was 1,220 students,more than twice that ofeconomically 

unhealthyHBCUs,which enrolled 520PTEstudents. 

Between 1986and 1995,the compound growth rate ofPTE student enrollmentfor 

economically healthy HBCUs differed from that ofeconomically unhealthy HBCUs. 

Economically healthy HBCUsbegan the period with a higher averagePTEstudent 

enrollmentthan economically unhealthy KDBCUs,a difference thatremained relatively 

constant throughoutthe period. The average annual percentage ofchangeinPTEstudent 

enrollment was approximately 1.6% for economically healthy and 2.9% for unhealthy 

HBCUsfor the period. Pigure4-1 and Table4-1 show that based on totalPTE 

student enrollments,economically healthyHBCUsexperienced acompound rate of 

growth of16.38%,compared to 29.14%for economically unhealthy HBCUs. 

Figure4-1 

TotalFTEStudentEnrollment Compound Growth Rate 

40.00 
o> 

30.00 
c a> 
0) D) 

20.00 

10.00 

3 O 
0.00 

10.00 
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1987 1988 1989 1990 1991 1992 1993 1994 1995 total 

Healthy 0.53 0.27 4.87 0.91 4.32 9.81 -3.32 -1.73 0.73 16.38 
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Research Question Two 

The second question ofthe study asked whether economically healthy private 

HBCUs differed from economically unhealthy private HBCUsduring the 1986-1995 

period as evidenced bychanges in their total currentfundsrevenue. 

Total Current Funds Revenue 

Economically healthy and unhealthyHBCUs differed statistically(atthe.05 

level)in the amountoftotal currentfunds revenue received from tuition and fees,federal, 

state and local governments,private gifts,grants and contracts,endowment,auxiliary and 

otherincome during the 1986-1995 period. (Details ofthe amounts and share oftotal 

currentrevenue received from these sources are presented in thefollowing subsections.) 

For the total period,economically healthy HBCUsreceived $1.8 billion in total current 

fundsrevenue;whereas,economically unhealthyHBCUsreceived $712 million in total 

currentfunds revenue. On an annual basis,the average economically healthy institution 

received $15.1 million and the average economically unhealthy institution received $5.9 

million in total currentfunds revenue(See Figure4-2). 

Economically healthy and unhealthyHBCUsdid not differ statistically(at the.05 

level)in the average annual amountoftotal currentfunds revenue received perFTE 

student over the 1986-1995 period(See Figure4-3).Economically healthy HBCUs 

had higher average annual total currentfunds revenue perFTEstudent than economically 
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Figure 4-2

Total Current Funds Revenue (Pell Grants Excluded)

I
Unh^thy

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

141710 149067 160338 174260 186651 185398 199211 207362 211020 205202

59020 67962 73138 73337 77960 81070 78074 76868

Figure 4-3

Total Current Funds Revenue Per FTE Student
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unhealthyHBCUs;$12,388for economically healthy HBCUscompared to $11,635for 

economically unhealthy HBCUs. Economically healthyHBCUsreceived an increasing 

amountoftotal currentfundsrevenue perPTEstudentfrom $10,630in 1986to $13,164 

in 1995. The amountoftotal currentfundsrevenue perPTEstudentreceived by 

economically unhealthyHBCUsdeclined from$12,540in 1986to $12,086in 1995. 

Economically healthy and unhealthyHBCUs differed greatly in their total current 

fundsrevenue perPTEstudent growth rates(See Pigure4-4). Between 1986-1995, 

economically healthyHBCUsrealized a22.5%compound growth rate in total current 

fundsrevenue perPTE student as compared to the negative.36% rate experienced by 

economically unhealthyEBCUs.Both economically healthy and unhealthy HBCUs 

experienced alowercompound growth rate than all private four-year colleges(30.6%) 

for the period(U.S.Department ofEducation,1998). The average annual percentage of 

change experienced byeconomically healthy HBCUs was2.25% and negative.036%for 

economically unhealthyHBCUsfor the period. 

Tuition andPeeIncome 

The primary revenue sourcefor economically healthy and unhealthyHBCUs was tuition 

and feeincome. In constant 1992 dollars,these institutions differed statistically(atthe 

.05level)in the amountoftotal currentfundsrevenue received from tuition and fees. Por 

the 1986-1995 period,economically healthy and unhealthyHBCUsreceived a total of 

$986 million from this revenue source;$747.3 million for healthy HBCUsand$238.6 
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Figure4-4 

Total CurrentFundsRevenuePerFTEStudent Compound Growth Rate 
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Healthy 4.6 7.26 3.63 6.16 -4.78 -2.14 7.66 3.55 -3.46 22.48 

Unhealthy -5.35 -14.9 14 -0.6 -6 5.57 4.2 8.84 -6.12 -0.36 

million for unhealthy HBCUs. On an annual basis,the average economically healthy 

institution received $6.2 million(41% ofannual total currentfunds revenue)from student 

tuition and fees; whereas,the average economically unhealthy institution received a much 

smaller amountof$1.9 million per year(32%ofaimual total currentfunds revenue). 

On an annual basis,economically healthyHBCUsaveraged $5,104in tuition and 

fee revenue per student,as compared to $3,885for economically unhealthyHBCUs. 

Economically healthyHBCUsdiffered from economically unhealthyHBCUsin the 

amountand share oftheir total currentfundsrevenue perFTE studentreceived from 

tuition and feeincome(See Figure4-5). Ateconomically healthy HBCUs,tuition and 

fee revenue perFTE student rosefrom $4,221(40%)in 1986 to $5,865(45%)in 1995. 

For unhealthyHBCUs,the amountofrevenue received from tuition and fees decreased 

66 



Figure 4-5

Tuition and Fees Revenue Per FTE Student

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

"Healthy 4221 4312 4637 4623 5431 5178 5180 5608 5989 5865

D Unhealthy 3914 3544 3330 4079 3926 3672 4115 3979 450213794

and as a share of total current funds revenue per FTE student remained relatively

constant; from $3,914 (31.2%) in 1986 to $3,794 (31.4%) in 1995.

Economically healthy and economically unhealthy HBCUs differed greatly in the

rate of growth in tuition and fee revenue per FTE student during the period (See Figure 4-

6). The average economically healthy institution realized a 35% compound rate of

growth per FTE student in comparison to the 2.9% rate realized by economically

unhealthy for the period. The average annual percentage of change for economically

healthy HBCUs was 3.5% and .29% for unhealthy HGBCUs for the 1986-1995 period.
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Figure 4-6

Tuition and Fees Revenue Per FTE Student Compound Grovrth Rate
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Federal Government Appropriations, Grants, and Contracts

Economically healthy and unhealthy HBCUs received $433.7 million from

federal grants, appropriations and contracts for the entire 1986-1995 period: $296.8

million for healthy and $136.8 million for unhealthy HBCUs. On an annual basis,

economically healthy HBCUs received an average of $2.47 million (16.25% of total

current funds revenue); whereas, economically unhealthy HBCUs received less than half

that amount, $1.1 million (18.6% of total current funds revenue). Pell grants were not

included in these amounts.



There wasno statistically significant difference(at the.05 level)in the average 

annualrevenue perPTEstudentreceived byeconomically healthy and unhealthy 

HB.CUs. During the period,economically healthy HBCUsreceived average annual 

revenue perPTEstudentfrom federal sources of$2,019 and economically unhealthy 

HBCUsreceived an annual average of$2,239 perPTEstudentfrom all federal sources. 

Economically healthy HBCUsreceived alarger amountin constant dollars and asmaller 

percentage oftotal currentfundsrevenue perPTEstudentfrom this revenue source than 

economically unhealthy HBCUs.The amountofrevenue perPTEstudent received from 

all federal sources increasedfrom $1,677(15.8% oftotal currentfundsrevenue)in 1986 

to $2,112(16% oftotal currentfunds revenue)in 1995for economically healthy HBCUs. 

Ateconomically unhealthy HBCUs,fundingfrom federal grants,appropriations and 

contractrevenue perPTEstudent declined from$2,763(22% oftotal currentfunds 

revenue)in 1986to $2,320(19%oftotal currentfundsrevenue)in 1995. 

Economically healthy HBCUsexperienced a highercompound growth rate in 

total currentfundsrevenue firom all federal sources than economically unhealthyHBCUs 

(SeePigure4-7). In comparison,the compound growth rates oftotal currentfunds 

revenue perPTEstudentfrom all federal sources were29% and negative8.20%for 

economically healthy and unhealthy HBCUs,respectively. The average annual 

percentage ofchange in federal revenue perPTEstudent was2.9% for economically 

healthy and negative0.82for unhealthy HBCUs. 
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Figure4-7 

Federal RevenuePerFTEStudentCompound Growth Rate 
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State and Local Government Appropriations, Grants, and Contracts 

Economically healthy and unhealthy HBCUs received differing amounts of their 

total current funds revenue from state and local governments. For the entire period, 

economic^ly healthy and unhealthy received approximately $73 million from this 

revenue source. Economically healthy HBCUs received a greater amount of total current 

funds revenue from state and local governments than unhealthy HBCUs, $56.7 million 

and $16.1 million, respectively. 

On an annual basis, economically healthy and unhealthy HBCUs differed greatly 

in the amount and share of total current revenue received from state and local 
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governments during the period. The annual average amountreceived by an economically 

healthy institution from state and local governments was$472,733(3.1% oftotal current 

fundsrevenue). Economically unhealthyHBCUsreceived alesser amountin constant 

dollars($134,158)and as a share oftotal currentfundsrevenue(2.27%)than 

economically healthy HBCUs. 

There was a statistically significant difference in the annual average amountof 

total currentfundsrevenue received perPTEstudentfrom state and local govermnents by 

economically healthy and unhealthyHBCUsoverthe 1986-1995 period.The average 

annual amountoftotal currentfunds revenue perFTEstudentreceived from this revenue 

source was$353for economically healthyHBCUsand $259foreconomically unhealthy 

KDBCUs. State and local revenue perFTEstudentfor economically healthy HBCUs 

increased from$233(2.19% oftotal currentfunds revenue)in 1986to$403(3.06% of 

total currentfunds revenue)in 1995. For economically unhealthyHBCUs,state and local 

revenue perFTE studentincreased from$204(1.6%)in 1986to$267(2.2%)in 1995. 

The compound growth rate for economically healthy and unhealthyHBCUs 

differed greatly for the ten-year period(See Figure4— 8). Economically healthy HBCUs 

experienced a growth rate of62% as compared to the 122.9% growth rate of 

economically unhealthy EffiCUs. The average annual percentage ofchangefor healthy 

HBCUs was6.16% and 12.29%for unhealthy HBCUs. The rate for unhealthyHBCUs 

was greatly influenced by the substantial increases in state and local contributions 

received by 17% ofthe HBCUs.Excluding the 1992annual percentage ofchangefor 

economically unhealthy HBCUs,the compound growth rate was negative 55.06% and the 

average annual percentage ofchange was negative 5.5%. 
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Figure4-8 

State and Local GovernmentRevenuePerFTEStudent Compound Growth Rate 
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Private Gifts, Grants,and Contracts 

Fundingfrom private gifts,grants and contracts wasresponsible for$421 million 

($279.6 million for healthy and $140.9 million for unhealthy HBCUs)ofthe total current 

fundsrevenue ofeconomically healthy and unhealthy HBCUsduring the ten-year period. 

On an annual basis,the average economically healthy institution received $2.3 million 

(15.1% oftotal currentfundsrevenue)from private gifts,grants and contracts. In 

comparison,unhealthyHBCUsreceived an annual average slightly more than halfthat 

amount,$1.2 million(20.3% oftotal currentfunds revenue). 
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There was a statistically significant difference in the average annual amountof 

revenue received from private gifts,grants,and contracts by economically healthy and 

unhealthyHBCUsduring the 1986-1995 period. Economically healthyHBCUs 

received an average annual of$1,917 perPTE student and economically unhealthy 

HBCUsreceived an average of$2,309perPTEstudentfrom private gifts,grants and 

contracts revenue during the period. Between 1986 and 1995,private gifts,grants and 

contractrevenue perPTEincreased slightly at economically healthy HBCUs,in constant 

1992 dollars,and decreased as a share oftotal currentfunds revenue;from $1,734 

(16.3%)in 1986to $1,809(13.7%)in 1995. Por economically unhealthy HBCUs,private 

gifts,grants and contractrevenue perPTEstudentincreased,in constant 1992dollars and 

as a share oftotal currentfunds revenue perPTEstudent;from $2,384(19%)in 1986to 

$3,450(28.5%)in 1995. 

Economically healthy and unhealthyHBCUs differed greatly in their growth rates 

based on private gifts,grants and contracts revenue perPTEstudent(See Pigure4-9). 

The compound growth rate in private gifts,grants and contracts revenue perPTEfor 

economically healthy HBCUswas8.6%. Economically unhealthyHBCUsexperienced a 

far greater percentage ofchange as a result ofprivate gifts,grants and contracts revenue 

perPTEforthe period than their healthier counterparts. Between 1986 and 1995, 

economically unhealthyHBCUsexperienced acompound growth rate of52%in private 

gifts,grants and contracts revenue perPTE. The average annual percentage ofchangefor 

economically healthy HBCUswas.86%,compared to5.19%for economically unhealthy 

HBCUsfor the 1986-1995 period. 
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Figure4-9 

Private Gifts,Grants,and ContractRevenuePerFTE 

StudentCompound Growth Rate 
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EndowmentIncome 

The datashow a difference between economically healthy and unhealthyHBCUs 

in the numberreporting endowmentrevenue and the extreme values among unhealthy 

institutions. All economically healthy HBCUsreported endowmentrevenuefor every 

year; whereas,66% ofthe unhealthy HBCUs were responsible for their total endowment 

revenue. Theremaining34% ofthe economically unhealthyHBCUsreported that they 

did notreceive endowmentrevenue during various years in the period. Unlike the 

economically healthy HBCUsthat reported similar amounts ofannual endowment 

revenue,25%ofthe economically unhealthy institutions that received endowment 
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revenue reported annual values between ten and seventeen times that ofthe average 

institution. Aside from the grand endowmentrevenue total reported,extreme values were 

excluded from endowmentrevenue averages computed for annualrevenue,perFTE 

studentrevenue and compound growth rates.Theinclusion ofthese values severely 

skewed the mean endowmentrevenuefor the average institution and wasconsidered 

misleading as to the actual differences between economically healthy and unhealthy 

HBCUs. 

Endowmentrevenue for all economically healthy and unhealthyHBCUswas 

approximately$63.4 million during the 1986-1995 period($46 million and$17.3 

million,respectively). Excluding the extreme values,economically unhealthyHBCUs 

received approximately $3.7 million as total endowmentrevenue for the ten-year period. 

On an annual basis,the average healthy HBCUsreceived $383,491 asendowment 

revenue and the average unhealthyHBCU(excluding those with extreme values) 

received the lesser amountof$55,389. (Interestingly,the majority ofthe endowment 

revenue received by unhealthyHBCUs wasfrom the smaller percentage ofinstitutions 

reporting extreme values during the period.Including these institutions changes the 

average annual amountofendowmentfor unhealthy HBCUsto$144,475.) 

There was a statistically significant difference(atthe.05 level)in the amountof 

endowmentrevenue received perFTEstudent by economically healthy and unhealthy 

HBCUs(See Figure4-10). The average annual amountofrevenue received perFTE 

studentfor economically healthy HBCUswas$315;whereas,economically unhealthy 

HBCUsreceived an average of$112perFTEstudent. For economically healthy 

HBCUs,endowmentrevenue perFTE studentincreased in constant dollarsfrom $309in 
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Figure 4-10

Endowment Revenue Per FTE Student

(Extreme Values Excluded)

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

Healthy 309 324 304 330 346 292 307 331 287 315

EJUnhealthyl 152 118 139 116 159 119 | 67 | 73 | 74 | 102

1986 to $315 in 1995. Endowment revenue per FTE student decreased in constant

dollars for economically unhealthy HBCUs from $152 in 1986 to $102 in 1995.

Economically healthy and unhealthy HBCUs differed greatly in their compound

growth rate of endowment revenue per FTE student (See Figure 4-11). Economically

healthy HBCUs experienced a 5.9% rate of growth and economically unhealthy HBCUs

(excluding institutions reporting extreme values) experienced a negative 5% growth rate

for the 1986-1995 period. The average annual percentage of change for economically

healthy HBCUs was .59% and negative .51% for economically unhealthy HBCUs for the

1986-1995 period.
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Figure4-11 

EndowmentRevenuePerFTEStudent Compound Growth Rate 

(Extreme ValuesExcluded) 
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Auxiliary and OtherIncome 

Auxiliary and"otherincome"is defined as revenue derived from independent 

operations,such as,athletics,bookstores,food services,and other activities not directly 

related to the academic mission ofan institution ofhigher education. Auxiliary and 

"otherincome"accounted for approximately35%oftotal currentfundsrevenue for 

economically healthy and unhealthy HBCUs. Forthe 1986-1995 period,these 

institutions received $446.2 millionfrom auxiliary and"otherincome". 
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Economically healthy and unhealthyHBCUs differed in the amountand share of 

the total currentfundsrevenue received from auxiliary and"otherincome"forthe period. 

Economically healthy HBCUsreceived approximately$325.6 million for the entire 

period; whereas,economically unhealthyHBCUsreceived $120.6 million. On an annual 

basis,economically healthy HBCUsreceived approximately$2.7 million(18%ofthe 

total currentfundsrevenue)and unhealthyHBCUsreceived $1 million(17% ofthe total 

currentfunds revenue). 

There wasa statistically significant difference(at the.05 level)in the amountof 

total currentfunds revenue economically healthy HBCUsreceived from auxiliary and 

"otherincome"perPTEstudent than economically unhealthyHBCUs(SeeFigure4-12). 

Economically healthy HBCUsreceived an average of$2,219,as compared to unhealthy 

HBCUsthat received an average of$1,964 perFIE studentfrom auxiliary and other 

income. Between 1986 and 1995,auxiliary and"otherincome"perFTEstudent 

increased in constant dollars for economically healthy HBCUs;from$2,082in 1986to 

$2,209in 1995,and for economically unhealthyHBCUsdecreased from $1,987in 1986 

to $1,687in 1995. 

Economically healthy and unhealthyHBCUs differed in their compound growth 

rate perFTEstudentin auxiliary and"otherincome"rate for the 1986-1995 period(See 

Figure 4-13). The amountofincome received from these sources increased 7.9% for 

economically healthy HBCUsand decreased 10.2% for unhealthyHBCUsfor the ten-

year period. The average annual percentage ofchange for economically healthy HBCUs 

was.79% and negative 1.2% for economically unhealthyHBCUs. 
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Figure 4-12

Auxiliary and Other Income Per FTE Student
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Figure 4-13

Auxiliary and Other Income Per FTE Student Compound Growth Rate
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Research Question Three 

The third question ofthe study asked whether economically healthy private 

HBCUsdiffered from economically unhealthy private HBCUsduring the 1986-1995 

period as evidenced bychangesin their total education and general(E&G)expenditures. 

Total Education and General Expenditures 

Total currentfund expenditures include expensesfor capital,education and 

general (E&G),auxiliary,hospitals,and independent operations. E&Gexpenditures,the 

primary expenditure category oftotal currentfund expenditures,are the sum ofcurrent 

fund expenditures necessary to support the educational mission ofan institution, 

excluding auxiliary and independent operations. Data on total currentfund expenditures 

are presented to placeE&Gspending into context. 

Economically healthy and unhealthyHBCUs allocated approximately$2.4 billion 

for total currentfund expendituresfor the entire 1986-1995 period. Total currentfund 

expendituresfor economically healthy HBCUs were$1.7 billion and economically 

unhealthyHBCUs allocated $687 million for the ten-year period. The average annual 

amount oftotal currentfund expenditures for economically healthy HBCUswas almost 

two and a halftimes that ofeconomically unhealthy HBCUs,$14,269,975 and 

$5,722,741,respectively. 

There was no statistically significant difference(at the.05 level)in the average 

annual amountoftotal currentfund expenditures perPTE studentfor economically 
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healthy($11,761)and unhealthyHBCUs($11,630)during the 1986-1995 period(See 

Figure4-14). Total currentfund expenditures perPTEstudentincreased from $10,512 

in 1986to $12,070in 1995foreconomically healthy HBCUs. Exhibiting a declining 

pattem,total currentfund expendituresfor economically unhealthy HBCUsdecreased in 

constant dollars from$12,587in 1986to $10,827in 1995. 

Cumulative changesin annual total currentfund expenditures perPTEstudent 

resulted in compound growth rates of15%for economically healthy HBCUsand 

negative9.7%for economically unhealthyHBCUs. The average annual percentage of 

change was 1.5%for economically healthy and negative.97%foreconomically 

unhealthyHBCUsduring the 1986— 1995 period. Figure4—15graphically displays the 

changes that occurred overthe ten-year period between economically healthy and 

unhealthyHBCUsin total spending perPTEstudent. 

TotalE&Gexpenditures were responsible for an average of88% ofthe total 

currentfund expenditures ateconomically healthy and unhealthyHBCUsduring 1986-

1995. An80% proportion ofE&Gexpenditures to total currentexpenditures is an 

average consideredcommon among private liberal arts colleges(Getzand Siegfried, 

1991;U.S.DepartmentofEducation, 1998). The datashow economically healthy and 

unhealthyHBCUsallocated approximately $2.1 billion in total current expenditures 

during the 1986— 1995 period. This equates to an annual average of$12.4 million for 

economically healthy and 5.1 million for economically unhealthy HBCUs. 

There was no statistically significant difference(at the.05 level)between 

economically healthy and economically unhealthyHBCUsinE&Gexpenditures perPTE 
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Figure 4-14

Total Current Fund Expenditures Per FTE Student
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Figure 4-15

Total Current Fund Expenditures Per FTE Student Compound Growth Rate
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student;$10,153 and $10,023,respectively(See Figure4-16). Economically healthy 

HBCUsexperienced an increase inE&Gspending perPTEstudent over the period,from 

$8,917in 1986to $10,663in 1995. Unlike their healthier counterparts,economically 

unhealthyHBCUsdecreased their spending onE&Gfrom $11,139in 1986to $9,911 in 

1995. 

Differencesin their compound growth rates indicate economically healthy and 

unhealthyHBCUshad significantly different experiencesin respect toE&Gspending per 

PTEstudentfor the period(See Figure4-17). Over the ten-year period,spending per 

PTEstudentincreased 19.3%for economically healthyHBCUsand declined6.6% for 

economically unhealthy HBCUs.The average annual percentage ofchange for 

economically healthyHBCUs was 1.9% and negative.66% for economically unhealthy 

HBCUsover the 1986-1995 period. (Thefollowing sub-sections will presentthe 

findings regarding differences inE&Gexpenditures byindividual functional categories.) 

Instructional Expenditures 

Forthe 1986-1995 period,economically healthy HBCUsallocated $427 million 

and unhealthyHBCUsallocated $129.6 million forinstructional expenditures. On an 

aimual basis,the average economically healthy institution spent$3.6 million and 

economically unhealthy HBCUsspentan average of$1 million for instruction costs. 

Economically healthy HBCUs allocated a higher percentage oftheirE&Gexpenditures 
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Figure 4-16

Total Education and General Expenditures Per FTE Student
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Figure 4-17

Total Education and General Expenditures Per FTE Student
Compound Growth Rate
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perFTEstudentto instruction than economically unhealthy HBCUs,28.6%for healthy 

and 21%for unhealthy HBCUs. 

There wasa statistically significant difference(at the.05 level)in the spendingfor 

instruction at economically healthy and unhealthyHBCUsduring the 1986-1995 

period. The average economically healthy institution allocated $2,904 annually perFTE 

studentforinstruction expenses ascompared to unhealthy HBCUsthat allocated $2,134 

annually perFTE student. With the exception of 1986,the average economically healthy 

institution spent more perFTEstudentforinstruction expensesthan the average 

economically unhealthy institution during the period(See Figure4-18). 

Asindicated by their compound growth rates,economically healthy and 

unhealthyHBCUshad different experiences regarding instructional spending perFTE 

student(SeeFigme4-19). Over the ten-year period,instructional spending perFTE 

studentincreased by 11%for economically healthy HBCUsand declined 27%for 

economically unhealthy HBCUs. 

Research Expenditures 

Research did notrequire significant expenditures for mostLiberal ArtII private 

institutions,including HBCUs(Breneman,1994;Getz and Siegfried, 1991a). 

Economically healthy and unhealthyHBCUsallocated $47.8 million for research 

expenditures for the 1986-1995 period:$42.7 million for economically healthy and $5.1 
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Figure 4-18

Instruction Expenditures Per FTE Student
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Figure 4-19

Instruction Expenditures Per FTE Student Compound Growth Rate
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million for economically unhealthy HBCUs. These institutions also differed in the 

percentage that reported research expenditures during the period. An average of42%of 

the economically healthy and 21%ofthe economically unhealthyHBCUsreported 

research expenditures for most yearsin the period. Amongthe reporting institutions,the 

average annual amountreported as research expenditures byeconomically healthy 

HBCUs was$854,800and $205,960for economically unhealthy HBCUs. 

There wasa statistically significant difference(atthe.05 level)in the average 

annuallevel ofresearch expenditures allocated byeconomically healthy and unhealthy 

HBCUsperPTE student. The average economically healthy HBCUsreporting research 

expenditures$635 perPTEstudentin comparison to$197spent byeconomically 

unhealthyHBCUsannually.Expenditures at economically unhealthyHBCUschanged 

significantly in 1990as the result of25%ofthe institutions initiating research initiatives 

(See Pigure4-20). 

Excluding 1990 as a year ofextreme valuesfor economically unhealthy HBCUs, 

economically healthy and unhealthyHBCUsexperienced increasing growth in research 

expenditures:19%foreconomically healthyHBCUsand56%for economically 

unhealthyHBCUs(See Pigure4-21). Porthe nine-year period,the average annual 

percentage ofchange for economically healthyHBCUswas2%,whereas,economically 

unhealthy HBCUsexperienced an increase of6%. 
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Figure 4-20

Research Expenditure Per PTE Student
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Figure 4-21

Research Expenditures Per FTE Student Compound Growth Rate
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Public Service Expenditures 

Between 1986 and 1995,economically healthy and unhealthyHBCUsdiffered in 

the percentage reporting public service expenditures;57% ofthe economically healthy 

and27% ofthe economically unhealthyHBCUsreported research expendituresfor most 

years. Economically healthy and unhealthyHBCUs allocated $37.9 million for public 

service expendituresfor the 1986-1995 period:economically healthy HBCUsspent$29 

million(2% ofthe totalE&Gexpenditures perPTE student),in comparison to the $8.1 

million(1.3% oftotalE&Gexpenditures perPTE)spent by the economically unhealthy 

HBCUsforthe period.The average annual amounteconomically healthy HBCUs 

reported for public service expenditures was approximately$438,926for economically 

healthy HBCUsand $254,656for economically unhealthy HBCUs. 

There was a statistically significant difference in the level(at the.05 level)of 

expenditures perPTEstudentfor public services. The average annual amountspent per 

PTEstudentfor public services wasless for economically healthy HBCUsthan for 

unhealthyHBCUs(SeePigure4-22). Porthe period,the average economically healthy 

HBCUsallocated $329 perPTE student and economically unhealthyHBCUsallocated 

$435 perPTE studentfor public service expenditures. 

Por those institutions reporting public service expenditures,the compound growth 

rate was significantly differentfor economically healthy and unhealthyHBCUs during 

the period. Economically healthy HBCUsexperienced an increase of54%in public 

service expenditures,whereas,economically unhealthy HBCUsexperienced a decline of 

39%in these expenditures(See Pigure4-23). 
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Figure 4-22

Public Service Expenditures Per FTE Student
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Figure 4-23

Public Service Expenditures Per FTE Student Compound Growth Rate
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Academic SupportExpenditures 

Forthe period,economically healthy and unhealthyHBCUs allocated 

approximately $115.5 million for academic support expenditures:$75.2 million for 

healthy and $40.3 million for unhealthy HBCUs. In constant dollars,economically 

unhealthyHBCUsspentan annual average of$626,950(5% oftotalE&G expenditures) 

and the average economically unhealthy institution spent$336,283 per year(6.6% of 

totalE&Gexpenditures)for academic supportexpenditures. 

There wasa statistically significant difference in the level ofspending perFTE 

student between economically healthy and unhealthyHBCUsduring the 1986-1995 

period. Economically healthy HBCUsspentless perFTEon academic support 

expenditures than economically unhealthyHBCUsduring the period. Economically 

healthy HBCUsspent an average $514per student,as compared to $659spent by 

economically unhealthyHBCUs(See Figure4-24). 

Economically healthy and economically unhealthyHBCUsexperienced different 

rates ofgrowth in academic support expenditures throughout the 1986-1995 period(See 

Figure4-25). The compound growth rate indicates that academic support expenditures 

perFTEstudentincreased more at economically healthy HBCUsthan ateconomically 

unhealthy HBCUs:46%for economically healthy and 14%for economically unhealthy 

HBCUs. 
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Figure 4-24

Academic Support Expenditures Per FTE Student
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Figure 4-25

Academic Support Expenditures Per FTE Student Compound Growth Rate
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StudentServices Expenditures 

Forthe period,economically healthyHBCUsallocated approximately$187.7 

million for student service expenditures:$135 million for economically healthyHBCUs 

and $52.7 million for economically unhealthy HBCUs. The average economically 

healthy institution spent approximately$1.13 million per year for student services and the 

average economically unhealthyHBCUsallocated less than halfthat amount,$439,150 

per year.Student services expenditures accounted for similar percentages oftotalE&G 

expenditures for economically healthy and unhealthyinstitutions at9%and 8.5%, 

respectively. 

There was no statistically significant difference(at the.05level)in the amountof 

spending perPTEstudentfor student services between economically healthy and 

unhealthyHBCUsduring the period(See Figure4-26). Economically healthyHBCUs 

allocated an average of$918 perFTEstudentfor studentservices,whereas,economically 

unhealthyHBCUsspent$867 perFTE student. 

Economically healthy and unhealthyHBCUsexperienced differentcompound 

rates ofgrowth in student service expenditures perFTEstudent during the period(See 

Figure4-27). Economically healthy HBCUsexperienced a 15.41% increase in student 

services expenditures perFTEstudent over the period, whereas economically unhealthy 

HBCUsdecreased spending perFTE student by 17%. 
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Figure 4-26

Student Services Expenditures Per FTE Student
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Figure 4-27

Student Services Expenditures Per FTE Student Compound Growth Rate
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Institutional SupportExpenditures 

For the period,economically healthy HBCUsspent more than twice the amount 

ofeconomically unhealthyHBCUsforinstimtional support,$326.8 million as compared 

to$161 million. Institutional support accounted for22% oftotal E«feG expendituresfor 

economically healthy HBCUs,and26%for economically unhealthy HBCUs. On an 

annual basis,in constant dollars,the average economically healthy institution spent$2.7 

million per yearin comparison to $1.3 million spent byeconomically unhealthyHBCUs. 

There was a statistically significant difference(atthe.05 level)in the amount 

spenton institutional support perFIEstudent by economically healthy and unhealthy 

HBCUsduring the period. Economically healthy HBCUsspent an average anmial 

amountof$2,227 perFTEsmdent,whereas,economically unhealthyHBCUsspentan 

average of$2630perFTEstudent(See Figure4-28). 

Economically healthy HBCUsexperienced a higher percentage ofgrowth in 

institutional support spending than economically healthy HBCUsover the ten-year period 

(See Figure4-29). Asindicated by their compound growth rates,for the 1986-1995 

period,spending perFTEstudent increased by 19.5%for economically healthy HBCUs 

and by9%for economically unhealthy HBCUs. 

Plant Operation and Maintenance Expenditures 

Economically healthy HBCUsspent a total of$182.7 million and economically 

unhealthyHBCUsspent$82.4 million on plant operation and maintenance expenditures 
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Figure 4-28

Institutional Support Expenditures Per FTE Student
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for the 1986-1995 period. The average economically healthy institution spent$1.5 

million aimually on plant operations and maintenance,compared to the average annnal 

amountspent by the average economically unhealthyinstitution of$686,966.Plant 

operation and maintenance accounted for 12% and 13.5% ofthe totalE&Gexpenditures 

foreconomically healthy and economically unhealthy HBCUs,respectively. 

There was a statistically significant difference(at the.05 level)in spending per 

PTEstudenton plant operation and maintenance between economically healthy and 

unhealthy HBCUs. Economically healthy HBCUsspentless perPTEstudentfor plant 

operations and maintenance than economically unhealthyHBCUs. PerPTEstudent, 

economically healthyHBCUsspentan annual average of$1,248compared to $1,349 

spent byeconomically unhealthyHBCUson plant operations and maintenance(See 

Pigure4-30). 

Overthe ten-year period,economically healthy HBCUsexperienced a higher 

compound growth rate than economically unhealthy HBCUsin perPTEstudent spending 

for plant operation and maintenance(SeePigure4-31). Economically healthy HBCUs 

realized an increase of9%in plant operation and maintenance spending,whereas, 

economically unhealthyHBCUsrealized a decrease of15%. 

Scholarships and Pellowships Expenditures 

Por the period,economically healthy and unhealthyHBCUs allocated $324.8 

million for scholarships and fellowships:$232.6 million for economically healthy 
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Figure 4-30

Plant Operation and Maintenance Expenditures Per FTE Student

F
I I I I I I500 i

I I I I I I I
1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

I I1166 1223 1284 1269 1327 1231 1175 1259

1500 1408 1330 1418 1313 1312

Figure 4-31

Plant Operation and Maintenance Expenditures Per FTE

Student Compound Growth Rate

C 0)
0) O)

o

1987 1988 1989 1990 1991 1992 1993 1994 1995 total

Healthy 4.89 5.03 -1.17 4.56 -7.28 -4.54 7.21 1.80 -1.29 9.21

Unhealthy -6.08 -5.56 6.65 -7.43 -0.08 3.73 -1.75 -7.06 2.38 -15.20



HBCUsand $92.2 million foreconomically unhealthy HBCUs. The average 

economically healthy institution spent almosttwice the amountas economically 

unhealthyHBCUsfor scholarships and fellowships,$1.9 million for healthy and$1 

million for unhealthy HBCUs. Bycomparison,scholarships and fellowships accountfor 

alesser percentage oftotalE&Gexpenditures for economically healthyHBCUsthan for 

economically unhealthyHBCUsduring the period,15.6% and 20%,respectively. 

There wasno statistically significant difference(at the.05 level)in spending per 

PTEstudentfor scholarships and fellowships during the period(See Figure4-32). 

Economically healthy HBCUsspent an annual average of$1,583on scholarships and 

fellowships,whereas,economically unhealthyHBCUsspent$1,507 per student. 

Overthe ten-year period,economically healthy and unhealthy HBCUs 

experienced different rates ofgrowth in spending perFTEstudentfor scholarships and 

fellowships. Economically healthy HBCUsexperienced an increase of31.7% in 

spending perFTEstudent and economically unhealthyHBCUsexperienced a2.17% 

decrease in spending perFTEstudentfor scholarships and fellowships over the ten-year 

period(See Figure4-33). 

Mandatory Transfer Expenditures 

These expenditures are transfers oftotal currentfunds that mustbe madein order 

to fulfill alegal obligation related to an institution's academic and general mission. This 

category includes debt service provisions relating to academic and administrative 
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Figure 4-32

Scholarship and Fellowship Expenditures Per FTE Student
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buildings,including amountsfor debt retirement and interest,as well asfunds required 

for the renewal and replacement ofbuildings notfinanced from otherfunds. 

For the 1986-1995 period,economically healthy and unhealthyHBCUsspent 

$47.7 million for mandatory transfers:$35.5 million foreconomically healthyHBCUs 

and $12.2 million for economically unhealthy HBCUs. Economically healthy and 

unhealthyHBCUsdiffered in the percentage ofinstitutions reporting expendituresfor 

mandatory transfers. During the period,an average of75% ofthe economically healthy 

and29% ofthe economically unhealthyHBCUsreported mandatory transfers for most 

years in the period. The average annual amounteconomically healthyHBCUsallocated 

for these expenses was$378,202,economically unhealthyHBCUsspent a similar annual 

amountof$369,697. 

There was no statistically significant difference(at the.05 level)in the amountof 

spending perFTEstudenton mandatory transfers between economically healthy and 

unhealthy HBCUs. Economically healthy HBCUsspentless perFTEstudentthan 

unhealthyHBCUsfor mandatory transfers(See Figure4-34). For the institutions 

reporting expendituresfor mandatory transfers,the average annual amountspent perFTE 

student was$298for economically healthy HBCUsand$545for economically unhealthy 

HBCUs. 

Overthe ten-year period,economically healthy and unhealthyHBCUs 

significantly increased in the amountoffunds allocated as mandatory transfers perFTE 

student. Economically healthy HBCUsexperienced an increase of439% and 

economically unhealthy HBCUsexperienced an increase of402%for these expenses.As 

shown in Figure4-35below,spending perFTE studentincreased the mostfor 
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Figure 4-34

Mandatory Transfer Expenditures Per FTE Student
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economically healthy HBCUsin 1988 and in 1989for economically unhealthy HBCUs. 

Excluding these extreme values,economically healthy HBCUsexperienced a decrease of 

6.83% in mandatory transfers and economically unhealthyHBCUsincreased by 14.74% 

for the 1986-1995 period. 

103 



Chapter5 

Summary,Conclusions,and Recommendations 

Summary 

The puipose ofthis study wasto describe the differencesfound between 

economically healthy and unhealthyindependentLiberal Arts n(LAII)historically black 

colleges and universities(HBCUs)in their full-time equivalentenrollment,total current 

funds revenue and total education and general(E&G)expendituresfor the 1986-1995 

period. Using inflation-adjusted data,differences in grand and annual totals,grand and 

annual means,percentage distributions,and compound growth rates were analyzed to 

determine differences between economically healthy and economically unhealthy 

independentLA IIHBCUs. 

Thefollowing summary statements present an overview ofthe most salient 

findings ofthis study: 

1. Forthe1986-1995 period,there was a significant difference between theFTE 

student enrollment growth ofeconomically healthy and unhealthy HBCUs. 

Economically healthy institutions had an averageFTE enrollmentof 1,220 

students,more than twice the number ofstudents enrolled at economically 
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unhealthy institutions, with an averageFTEenrollmentof520students. 

Showing stable or increasing growth for the first seven years ofthe period, 

FTEstudent enrollments increased 16%for economically healthy and29%for 

economically unhealthy HBCUsfor the ten year period. Differences in the 

enrollment growth ofthe two groups are consistent with economic health 

studies thatfoundlow FTEstudent enrollments were a reliable indicator ofthe 

economic health offailing institutions(Getz and Siegfried, 1991a;Lanier and 

Anderson,1975;Lupton et al., 1976). 

2. The average economically healthyHBCU received significantly more total 

currentfundsrevenue than the average economically unhealthyHBCU:$15.1 

million and $5.9 million,respectively. In addition to average annual 

differences,economically healthy and unhealthy HBCUsdiffered in the rate 

ofgrowth in total currentfundsrevenue perFTEstudent experienced over the 

ten-year period. Total currentfunds revenue perFTEstudentincreased by 

22.5% for healthyHBCUsand decreased by.36%for unhealthy HBCUs. 

This difference figured prominentlyin the overall economical status ofthese 

institutions during the period. 

3. The major revenue sourcesfor economically healthy and unhealthyHBCUs 

were similar,but not the percentage distributions. With the exception of 

federal grants and contracts and private gifts, grants and contracts, 

economically healthy HBCUsreceived larger percentages oftheir total current 

fundsrevenue from tuition and fees,state and local govemments,endowment, 
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and auxiliary enterprises and otherincome than economically unhealthy 

HBCU during the 1986-1995 period. 

4. Economically healthy HBCUsexperienced a more balanced rate ofrevenue 

and expenditure growth than economically unhealthyHBCUsduring the 

1986-1995 period(See Figure5-1). Economically healthy institutions 

experienced a higher rate oftotal currentfundsrevenue growth perPTE 

student(22.5%)than total currentfunds expenditure growth perFTE student 

(15%). Economically unhealthyHBCUsexperienced declines of.36%in total 

currentfundsrevenue perFTEstudent,9.7% in total currentfunds 

expenditures perFTE student,and6.6%in totalE&Gexpenditures perFTE 

student. Decreased revenue growthfrom federal govemmentsources and 

endowments attributed to the declining rate ofexpenditure costs per student 

for economically unhealthyHBCUsduring the 1986-1995 period. 

5. While there was nota significant difference between economically healthy 

and unhealthyHBCUsin totalE&Gspending perFTEstudent($10,152and 

$10,023,respectively),there were differencesin how healthy and unhealthy 

HBCUsallocated theirE&Gexpenditures perFTE student. There were 

statistically significant differences inE&Gexpenditures perFTEstudent 

between economically healthy and unhealthyHBCUsin instruction, 

institutional support,academic support,plant operation and maintenance, 

research,and public services. Whereas,economically healthy HBCUsspent 

more perFTEstudent for instruction and research,economically unhealthy 
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Figure 5-1

Comparison of Compound Growth Rates

per FTE Student for Economically Healthy and Unhealthy HBCUs
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HBCUs spent more per FTE student for academic support, institutional
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6. Compound growth rates were different between economically healthy and

unhealthy HBCUs in most E&G expenditure categories for the ten-year

period. E&G expenditures increased most for economically healthy HBCUs

in the areas of mandatory transfers (439%), public services (54%), academic

support (46%), and scholarships and fellowships (32%). For economically

unhealthy HBCUs, E&G expenditures increased most in the areas of



mandatory transfers(402%),academic support(14%),and institutional 

support(9%). 

7. Economically unhealthyHBCUsexperienced a declining expenditure pattern 

inE&G costs perPTEstudent during the period. Decreased expenditures per 

PTE studentin public services(39%),instruction(27%),student services 

(17%),and plant operations and maintenance(15%)attributed to the overall 

decline in totalE&Gexpenditures perPTEstudentfor economically 

unhealthy institutions. 

Conclusions 

Thefindings ofthis study ofindependentLiberal ArtUHBCUssuggestseveral 
) 

conclusions regarding differences between economically healthy and unhealthyHBCUs 

for the 1986-1995 period. Many ofthe earlier economic health studies suggested 

economically healthyinstitutions,unlike their unhealthy peers,experienced stable or 

growing studentenrollments and rates ofrevenue growth that comfortably exceeded their 

rates ofexpenditure growth(Cheit,1971;Jellema, 1973). 

In comparing the differences between economically healthy and unhealthy 

HBCUsduring the 1986- 1995 period,this studyfound that healthy HBCUsexperienced 

growingPTEstudent enrollments(16%)and a comfortable margin between the per 
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student rate ofrevenue growth(22.5%)andE&Gexpenditure growth(19%),whereas 

unhealthyHBCUsexperienced a higherrate ofenrollment growth(29%)and declining 

per studentrevenue growth(-.36%)andE&Gexpenditures growth(-6.64%). Although 

both groups experienced revenue growth in actual dollars(68%for economically healthy 

and55%for unhealthy HBCUs),onceinflation wasfactored into the analysis the 

declining revenue growth pattern wasrevealed(-.36%)for the 1986-1995 period. 

These rates suggest that despite modestenrollment growth,the lack ofsignificant 

revenue growth perPTEstudent wasthefundamental difference between these 

institutions during the 1986-1995 period. Even though economically healthyHBCUs 

experienced slightly less total revenue growth perPTEstudent than non-historically 

blackindependentLiberal Artsninstitutions(which grew 29% during 1986-1995), 

economically healthyHBCUs were more successful in securing fundingfrom tuition and 

fees,state and local revenue,and private gifts,grants and contracts than economically 

unhealthyHBCUs(U.S.Department ofEducation,1996). Consequently,it seems 

reasonable to conclude that ifeconomically healthy HBCUsare to improve their overall 

economic health,to meetor exceed thatofeconomically healthy HBCUs,itis imperative 

that they setfunding goals thatrecognize the impact ofinflation on their economic 

condition. 

Purthermore,based on the findings regarding the variations in resource 

allocations,the study concludes that while there was not a substantial difference between 

economically healthy and unhealthy EGBCUsin totalE&Gexpenditures perPTE student 

($10,153 and $10,023,respectively),there were significant differences in spending 
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priorities between economically healthy and unhealthyindependentHBCUsin two-thirds 

oftheE&Gexpenditure categories. Economically healthy HBCUsspent more perPTE 

studenton instmction and research,whereas,economically unhealthy HBCUsspent more 

perPTEstudenton institutional support,academic support,plant operation and 

maintenance,and public services. 

The differences noted in spending perPTEstudenton instruction(economically 

healthy HBCUsspentan average of$770more perPTEstudent than unhealthyHBCUs) 

were significantfrom an educational quality perspective. While higher spending perPTE 

student does not guarantee higher educational quality,decreased spending on instruction 

can be an indicator ofactual or pending problemsin providing the type and quality of 

instruction students need and deserve(Bowen,1980;Cheit,1971;Clotfelter et al., 1991). 

Even though economically unhealthyHBCUsdecreased their instructional expenditures 

simultaneously with revenue decreases,theimpactsuch a decision had on educational 

quality at these institutions is matter ofconcern for the educational communityand is a 

topic that should be examined in future studies. ' 

Whereas,economically healthy HBCUsspent more oftheir totalE&G allocations 

perPTEstudentfor instructional costs,economically unhealthyHBCUsspent more of 

their totalE&G perPTE studentfor academic support and institutional support.This 

difference indicates that either economically unhealthyHBCUsplaced a higher priority 

on academic and institutional supportthan on instruction during the period or these 

functions demanded a much higher portion ofthe totalE&G expenditures than at 

economically healthy HBCUs. Considering that manyofthe students enrolled at 
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institutions with a high minority student enrollmentrequire extensive academic support 

to bolster their scholastic development,the identification ofa high prioritization of 

academic supportfunctions was not entirely unexpected,(U.S.DepartmentofEducation, 

1995b). However,finding that economically unhealthyHBCUsexperienced higher 

spending perPTEstudentfor institutional supportthan instruction was unexpected. 

Given the declining rate ofrevenue growth,higher spending perPTEstudenton 

institutional support may have been at the expense ofinstruction. 

Institutional supportfunctions contribute directly and indirectly to the 

achievementofthe academic missions ofinstitutions. However,based upon economic 

health literature,it was anticipated that economically unhealthyHBCUswould have 

experienced a decline in these expenditures in accordance with declining revenue growth 

(Hoenack and Collins,1990). Instead,spending perPTE studentforinstitutional support 

increased9%for economically unhealthy HBCUs. Forthese institutions,spending more 

perPTEstudenton academic and general administration seemed to take precedence over 

increased spending per studentfor instruction. The literature suggests that institutions in 

the process ofadapting to declining revenue growth would benefitfinanciallyfrom a 

redistribution ofadministrative responsibilities over a decreased nmnberofpositions 

(Bowen,1980;Cheit,1971;Getz and Siegfried, 1991;Hoenack and Collins,1990). 

Though these conclusions are farfrom sensational,they are offered to illuminate 

the more significant differences identified between economically healthy and unhealthy 

HBCUsduring the 1986-1995 period.An analysis oftheir economic health reveals that 

thecommon perception ofall privateHBCUs as economically at-risk due to declining 
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studentenrollments and revenue,compounded by escalating expenditures,was not 

accuratefor either economically healthy or unhealthy private HBCUsas assessed during 

the 1986-1995 period. 

Recommendations 

The main purpose ofthis study wasto describe the differences between the 

economically healthy and unhealthyindependentKBCUsand identify areas that maybe 

ofimportance to administrators and governing boards in comparing theireconomic health 

to their peers, hi order to broaden the understanding ofthe differences between 

economically healthy and unhealthy HBCUs,thefollowing recommendations are offered: 

1. Based on the assessment oftotal currentfundsrevenue and totalE&Gexpenditures 

during the 1986-1995 period,it seems reasonable to recommend that economically 

unhealthyHBCUssecure morerevenue and continue to decrease expenditures growth 

as a meansofimproving their overall economic health. These institutions should 

consider past inflation-adjusted revenue and expenditure growth patterns as they 

establish fiindraising goals and spending priorities,engage in future financial 

planning initiatives,and implement administrative management decisions. 
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2. A descriptive analysis can identify conditions and patterns relevant to the subject 

under study,butsome subjects require a morein-depth analysis. Theeconomic 

health ofindependentHBCUsis such a subject. A morecomprehensive 

understanding ofthe underlying institutional conditions thatled economically 

unhealthyHBCUsto their currentlevel ofeconomic health may best be addressed in 

a qualitative case study ofone or more institutions. Therefore,it is recommended that 

such an assessmentbe considered as the subject offtirther research. 

3. The data obtained regarding the economic health ofindependentHBCUsis available 

from a public database. It is recommended that administrators and governing boards, 

or their representatives,obtain and review these datafortwo purposes. First,to 

review the accuracy ofthe dataand ensure thatthe public is being provided accurate 

information concerning their institutions. In the calculation ofinstitutional datafor 

this study,questionable data required two,and sometimes more,sources to validate 

the accuracy ofdata. Secondly,institutions should obtain these datain order to 

conduct various analyses regarding the economic and institutional condition of 

HBCUs,their peers and more healthy institutions. These data can provide a very 

thorough perspective ofthe economic trends occurring in higher education and in 

particular,their segmentofhigher education. 

4. Correlation studies on the relationship between variouseconomic health variables and 

institutional decision making policies could lead to moreinformed data regarding the 
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economic health ofthese institutions. Continuing along whatis perceived by many 

academic economists and learned scholars to be an economically unhealthy path,such 

as continuing to increase expendituresin institutional and academic support while 

experiencing declining enrollments,maybe less likely to occur as the studies 

documentrelationships between these practices. 

5. Private HBCUsexperiencing financial problems should examine their enrollment and 

expenditure growth patterns. Fluctuating growth can be counterproductive to the 

economic health ofthe institution. Asobserved in this study,healthy institutions 

experienced more stable growth pattemsin mostinstances. This studyrecommends 

that private HBCUsexamine more diligently their enrollmentand retention pattems 

in conjunction with the examination oftheir expenditure growth pattems. 

Colleges and universities have a myriad ofmanagementtools at their disposal to help 

control costs(Keller,1993). In light ofslowing revenue contributionsfrom traditional 

sources,reductionsin federal appropriations,increased dependence on private gifts, 

grants and contracts and negligible contributionsfrom endowmentincome,private 

HBCUsshould develop better strategies for acquiring new revenue and managing 

expenditure growth. Economically unhealthyHBCUsshould supplementthe use of 

short-term solutions with long-range achievable economic goals and search for better 

strategies for securing revenue,which did notincreasein constant dollars perPTE 

student over the 1986-1995 period. 
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Appendix A 

Private Historically Black Colleges and Universities 

INSTITUTION 

DanielPayne College 
Miles College 
Oakwood College 
Selma University 
Stillman College 
Talladega College 
Tuskegee University 
Arkansas Baptist College 
Philander Smith College 
Howard University 
Bethune-Cookman College 
Edward Waters College 
Florida Memorial College 
Atlanta University 
Clark Atlanta University 
Clark College 
Interdenominational Theological Center 
Morehouse College 
MorrisBrown College 
Paine College 
Spelman College 
Dillard University 
Xavier University ofLouisiana 
Mississippi Industrial College 
Rust College 
Tougaloo College 
Barber-Scotia College 
Bennett College 
Johnson C.Smith University 
Livingstone College 
Shaw University 
St. Augustine's College 
Wilbeiforce University 
Allen University 
Benedict College 

STATE YEAR 

FOUNDED 

AL 1889 

AL 1905 

AL 1896 

AL 1878 

AL 1876 

AL 1867 

AL 1881 

AR 1901 

AR 1877 

DC 1867 

FL 1904 

FL 1866 

FL 1879 

GA 1865 

OA 1989 

GA 1869 

GA 1958 

GA 1867 

GA 1882 

GA 1882 

GA 1881 

LA 1869 

LA 1917 

MS 1905 

MS 1866 

MS 1869 

NC 1867 

NC 1873 

NC 1867 

NC 1879 

NC 1865 

NC 1867 

OH 1856 

SC 1870 

SC 1870 
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Appendix A 

Private Historically Black Colleges and Universities(continued) 

Claflin College 
Morris College 
Voorhees College 
Fisk University 
Knoxville College 
Lane College 
Lemoyne-Owen College 
Meharry Medical College 
Bishop College 
Huston-Tillotson College 
Jarvis Christian College 
Paul Quinn College 
Southwestern Christian College 
Texas College 
Wiley College 
Hampton University 
St.Paul's College 
Virginia Union University 

SC 1869 
SC 1908 
SC 1897 
TN 1867 
TN 1875 
TN 1882 
TN 1862 
TN 1876 
TX 1881 
TX 1876 
TX 1912 
TX 1872 
TX 1949 
TX 1894 
TX 1873 
VA 1868 
VA 1888 
VA 1865 
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Appendix B 

Gross Domestic Product Implicit Price Deflators 

(Base Year1992) 

1986 0.8060 

1987 0.8293 

1988 0.8581 

1989 0.8944 

1990 0.9315 

1991 0.9715 

1992 1.0000 

1993 1.0264 

1994 1.0765 

Source: WebCASPAR.(1999). Retreived in June,1999from the World Wide Web: 

Http://www.nsf.gov/webcaspar. 
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