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Public Higher Education in Washington State:
Aspirations Are Misaligned with Fiscal Structure and Politics

William Zumeta*
University of Washington

Washington, arapidly growing state of more than six million, is blessed with quality
public higher education ingtitutions. Its flagship campus, the University of Washington (enrolling
on itsmain campus in Segttle more than 37,000 full -time-equivalent studentsincluding over
10,000 graduate and professional students), isone of the nation’sleading research universities,
topping al public universities for anumber of yearsin federal research and training grants
(ranking second among all universities);* is ranked twentieth in the world among al universities
inoveral quaity inthe recent, widely publicized ranking by the Shanghai Jiao Tong University
Institute of Higher Education;” and is home to five Nobel Prize winners named over the past 15
years (University of Washington (d)).

Washington State University (enrollment around 20,000 FTE including more than 4,000
graduate students on its main campus) is amid-range land grant university located in the small
farming community of Pullman near the Idaho border about 75 miles south of Spokane. Its grant
and contract volumeis around $90 million per year and it ranks 30th among the land grants— tied
with the Universities of Arkansas and K entucky — and 120th overall in the 2005 national
university rankings published by U.S Newsand World Report.® Western Washington University,

with about 11,500 FTE studentsin Fall 2003 and located in Bellingham asmall city inthe

* With the assistance of Fred Swenson.

! According to the National Science Foundation:
http://www.nsf.gov/statistics/profiles/data/cas_ranking.cfm

2 shanghai Jiao Tong University Institute of Higher Ed ucation, “Top 500 World Universities (1-
100),” Shanghai Jiao Tong University, Institute of Higher Education,
http://ed.§tu.edu.cn/rank/2004/top500(1-100).htm.

®U.S News and World Report
http://www.usnews.com/usnews/edu/college/rankings/brief/natudoc/tie ri/t1natudoc_brief.php



northwestern part of the state, isregarded as one of the better public “comprehensive” universities
in the country. It was ranked 16th among Western colleges and universitiesin 2004 by US\WR
and, according to its Office of Institutional Research, attracts nearly 8,000 freshman applications
per year. The Evergreen State College, founded in 1971 in Olympiathe state capital, isan
innovative, evenavant-garde public liberal arts college of around 4,100 studentsfeaturing small
classes taught by faculty without ranks who often teach in teams, extensive service learning
programs, and highly individualized courses and mgjors.

In addition, the state is served by two other public comprehensives, Central Washington
University (located in Ellensburg just east of the Cascade mountains and enrolling just under
8,700 FTEstudents), and Eastern Washington University, enrolling around 9,000 FTE in Cheney
about 20 miles from Spokane (population about 180,000). These latter two campuses, in
particular, have h ad difficulty drawing sufficient studentsto match their enrollment capacity at
some pointsin the past, although thisisnot true at present. Thus, there areatotal of just six
public colleges and universitiesin the state and 63 percent of thetotal enrollmentsin these (58
percent of the undergraduates) arelocated at the two research universities. Compared to other
states, the capacity of the comprehensive sector isquite small relative to theresearch universities.

Also, the stateis blessed with a generally very good community and technical college
system enrolling some 260,000 (Fall 2003 headcount) students at 34 campuses plus a number of
satellite siteswidely distributed around the state.” Thus, thistwo -year system enrolls more than
70 percent® of the studentsin the state, an unusually high percentage. Unlikein the majority of
states, the community and technical collegesin Washington do not receive any local property tax

support, their public funding comes entirely from the State. Findly, there are 22 private nonprofit

*U.S News and World Report (2004: 96).

® Higher Education Coordinating Board, “Key Facts...”. Thistrandatesto about 138,200 full-
time equival ent students.

® Thisfigureisfor Fall 2003 and includes public sector enrolimentsonly . If private college
enrollments are included the community colleges' shareis till 63 percent of thetotal. In FTE
termsthe community colleges’ share of public sector enrollmentsisaround 61 percent.
Calculations are from data at Higher Education Coordinating Board, “Key Facts...” .



collegesin the state, enrolling about 39,000 students, and some 11 degree-granting for-profits’
This private sector has some small liberal arts colleges and afew modest-sized comprehensives
but no universitieswith arange of PhD programs. It has grown modestly in recent yearswith
help from a generous state scholarship program for which private college students are eligible.
The quality of this“system” —thetermisused loosely asthe 4-year ingtitutions are
autonomous with a coordinating board of modest influence while the 2-year colleges have their
own board — isin some ways remarkable sinceit has been almost continuously under fiscal strain
for many years. Inthischapter | will seek to explain abit further the basic structural features of
the system, their roots and implications; survey more closely the recent policy, enrollment and
fiscal history; identify and weigh the implications of recent unfavorable trends and coping
mechanisms; and briefly consider prospects for changein light of the political economy and
“culture” of the state around higher education issues. In light of the special focusin thisvolume
on “flagship” research universities, particular attention will be given to the University of
Washington throughout. Theanalysisissupported by datadevel oped primarily from
authoritative sources within the state. Space permitsonly asmall part of the database devel oped

for this chapter to be depicted graphically or in tabular form.

EARLY HISTORY AND STRUCTURE

The University of Washington, founded in 1861, isthe oldest university in the west coast
states and one of the oldest in the western part of the country. Washington State University, the
land grant institution, al so datesto the nineteenth century (1890). Thethreeregiona
comprehensives— Eastern, Central, and Western Washington Universities— like many schools of
thistype haverootsin regional “normal schools” set up to train teachersin the early days.® Only

Evergreen State Collegeisof fairly recent origin (1971). Thelocal forces operating at thetime

" Dataare from P. Mosqueda, Washington Higher Education Coordinating Board, May 2, 2005.
8 The roots of Eastern date to 1882, Central to 1891, and Western to 1893.



these ingtitutions were founded dictated their locations but they are not well positioned relative to
recent population growth patterns. Other than the UW, they arelocated in rather s mall cities and
towns, meaning that most students must relocate to attend. This poses a problem for participation
opportunities both for many recent high school graduates and even morefor older would be
students and their empl oyers seeking accessible postsecondary education.

The limitations of this historic configuration began to become clear when demand for
higher education first burgeoned in the decades after World War I1. Eventualy, in 1967, the
State responded by creating acommunity college system from “grade 13-14" programs that had
been devel oped by some school districts— in some cases from earlier, autonomous junior college
roots— and building it up rapidly. Indeed, this system grew remarkably from just 11,000 students
inten collegesin 1960 to 191,500 enrolled in 27 colleges less than two decades | ater, in 1979
(Zumeta 1996, 12). Public 4-year institution enrollments grew much more modestly during this
period, from about 40,000 in 1960 to 83,000 in 1980 (ibid.). Theonly 4-year institution created
over these yearswas Evergreen, arather unusual school, achild of the 1960sin ethos, and by
deliberate design uncommonly small for apublic ingtitution. So, Washington's primary strategy
for enhancing postsecondary participation in the sixties and seventies was community college
expansion. Since participation is known to be closely linked to college proximity,® it is not
surprising that the community colleges were spread widely acrossthe state. Of course politica
factors also played amajor role in spreading this form of wealth and these colleges' broad
distribution continuesto be very important in strategic thinking about higher education in the
state and the allocation of public resourcesto and withinit.

Another historical e ement worth noting becauseit continuesto play animportant role
today is attitudes toward system governance. In general, higher education policymaking in

Washington has not benefited from vision and staying power from policymakers with astatewide

% See Do (2004) and the literature cited therein.



perspective and deep knowledge™® Washington was one of the |l ast states to move beyond
system-wide management by means of voluntary meetings of institution presidents and direct
influence from the L egidature when it created the Council on Higher Educationin 1969 (a few
years thereafter renamed the Council on Postsecondary Education) to function as a statewide
coordinating body. With afew short periods excepted (see preceding note), thisbody and its
successor — now called the Higher Education Coordinating Board (H ECB) — have not been
terribly influential in higher education policymaking or financing decisions, largely because the
major players have not truly wanted them to be. The six 4-year indtitutions jealoudy guard their
autonomy and work their own agendas and networksin Olympia. Unlikein most states, they
continue to coordinate these activities to the extent they find necessary through apre -
coordinating-board, voluntary Council of Presidents, with its own staff.

Moreover, structurally, the HECB hasonly limited influence over the community and
technical colleges, which have long had their own statewide board. Though strengthened by
legidation at various points, the HECB continuesto have limited structural powers overall,
notably with regard to budgets. Whether cause or effect of these historic weaknesses,
appointments to the higher education board are much less sought after by leading citizensthan
appointmentsto the universities' boards of regentsor trustees. Thisin turn further sapsthe
board’ scapacity for influence. Only rarely have governors or legidative leaders provided much
attention or leadership for this“system” and it has not usualy lasted long. By and large, they

have not seen higher education as particularly important™ or problematic and so have devoted

1% There have been exceptions, notably the period of great system expansion in the 1960s and
early 70sthat included the creation of the community college system and Evergreen State College
spearheaded by Governor Daniel J. Evans; ashort period in the 1970s when th e economy was
strong and the coordinating board was exceptionally influential and well led by James Furman
and then Patrick M. Callan; and a period in the late 1980s under Governor Booth Gardner and
Higher Education Coordinating Board Chair Charles Collins that will be described in some detail.
" Western populism may play arole here: higher education was not abig priority on the frontier
and there remains some skepticism of educated elitesin parts of the state and the L egislature.
Thisisnot unique toWashington of course (Hofstadter, 1962). More generaly, the fact that
higher education’ s priority on the macro -agenda of state policymaking waxes and wanesis not



their attention to other matters, leaving higher education politics and policymaking most of the
time to the machinations of the every day players— the institutions with their individual agendas,

strengths and weaknesses, and the g enerally weak coordinating agency.

HIGHLIGHTSOF THE ROLLERCOASTER PERIOD, 1980 2005

Wepick up the historical sketch around 1980, which proved to be akey turning point.
Around that time Washington’s economy, based in natural resources and Boei ng, went into a
tailspin taking State revenues down with it and forcing aseries of devastating budget cuts. There
were repeated mid-term reductionsin college and university budgets, cutsto base budgets, and
painful and acrimonious program eliminations.™® Enrollments were cut back sharply.
Community college enrollment fell by more than 35 percent in just three years, to 123,800
studentsin Fall 1982 Inthe4 -year intitutions, reductions were much less severe and more
gradual — from apeak of over 83,000 studentsin 1980 to alow of 77,250 in 1986, a decrease of
about 7 percent. These declines coincided with modest population growth so the effectson
participation rates were significant.

TheNew Higher Education Coordinating Board and the Birth of B ranch Campuses

At this point the State |eadership undertook a notable effort to rebuild the system. Theby
then discredited Council on Postsecondary Education was terminated and replaced by the Higher
Education Coordinating Board, which received the benefits of close gubernatorial attention to the
initial board appointments and skilled, effective |eadership by the chair, arespected businessand
public sector leader who was closeto the governor. With this necessary preconditionin place, the

Board undertook some policy studies and eventually amaster planning exercise that helped

altogether surprisingin light of research findings on the nature of policy agenda setting
gBaumgartner and Jones 1993; Kingdon 1995).

% Much of the account of the 1980s and early 1990siin this section is drawn from research
previously reported in Zumeta (1996).

3 There were also large tuition increases during this period but at that time all tuition revenue
went into the State general fund not to theinstitutions.

 This occurred in part because most noncredit enrollIments were no longer funded by the State.



buttress an emerging political consensus supporting reinvestment in higher education.™ Although
the business-oriented Board was initialy skeptical of the claims of the institu tions about
underfunding, they became quickly convinced that higher education was akey ingredient for the
state’ ssuccessin the aready fast-moving global economy and that participation was far too low
and the system poorly supported.

While calling for efficiency-oriented moves such as arationalization of admission
standards among theinstitutions, initial stepstoward outcome -based accountability measures, and
more flexibility in how the schools used their money, the Board agreed that underfunding was the
leading threat to quality. It found that per-student spending in Washington had fallen from 30"
among the statesin 1983-84 to near the bottom of the heap by 1985-86 (HECB 1987, cited in
Zumeta 1996: 16). The Board established formal peer comparison groupsfor each of the
institutions and called for them to move up from their current place near thetail end in per student
funding comparisonsto the 75" percentile by 1997. It broke this ambitious goal into four nearly
equal-sized chunksfor the four bienniajust ahead. Facilitated by the diversifying state
economy’ srecovery from its doldrums of the early and mid -1980s, Governor Booth Gardner, a
moderate Democrat, endorsed these recommendations, which were largely enacted for the 1989 -
91 biennium, following an already strong gain in State support for higher education in 1987-91.%°
In thisenvironment, the L egid ature provided the money, but, always cognizant of Washington's
roller coaster economy and revenue structure, never endorsed the HECB’ s ambi tiouslonger term
financing goals.

Similarly, with respect to participation, the new HECB did its homework and the result
was aset of ambitiousimprovement goals. The Board’ s research showed that the state' sranking

in overall participation in higher education had fallen sharply during thefirst half of the 1980s.

!> Efforts by theinstitutions and their supporters played acrucial roletoo, see Zumeta (1996); de
Give and Olswang (1999).

16 State appropriations to higher education grew by about 15 percent in the 1987 -89 biennium
over the previous one, and by nearly 18 percent in 1989-91 (Zumeta 1996: 19, data from State
Office of Financial Management).



Participation at the community college level wastill relatively high, but Washington ranked only
37" among the states at the upper division level and 36" in graduate/professional-level
participation ratesin 1986 (HECB 1987: 10). There were aso wide differences from county to
county in participation rates related to proximity to 4-year institutions or, for the fast-growing
countiesin the western part of the state, to adequate capacity in these. The Board also prepared
long-range enrollment projectionsthat foretold the worsening of these problems asthe coming of
age of the “baby boom echo” cohort loomed on the planning horizon.

After concluding that the existing campusesin the western part of the state did not want
to expand very much and that those in the central and eastern regions could not well servethe
students from the west— many of whom were determined to be “ place-bound” by jobs and
families — the Board proposed and eventually sold the L egidature on asomewhat novel solution.
Thiswasthe creation of anetwork of five branch campuses|ocated, by and large, near the largest
poolsof underserved students. Thetwo new branches assigned to the University of Washington
were originally planned to grow to about 3,000 at Bothell (afast growing suburban area 18 miles
northeast of the Seattle campus) and 3,500 at Tacoma by the mid -1990s, and to 4,800 at Bothell
and 6,000 at Tacomain 2010 (HECB 1988: 6; University of Washington 1988; 17)."
Washington State University was al so tasked to create anew branch campus at Vancouver (near
Portland, Oregon, and to expand existing, limited programs at Spokane and the Tri -Citiesarea,
which isnear the scientific complex at the Hanford nucl ear reservation.

Interestingly, the branches were assigned to the two research universities, the
powerhouses in state higher education politics, even though they were not designed to look much
like research university campuses. Rather, the brancheswere very specifically designed to meet
the identified access needs of their regions without many other “frills.” In particular, due mainly

to strenuous lobbying by the community college system and private ingtitutions, the branches

7 Actual enrollmentsin Fall 2004 were 1,250 at the Bothell campus and 1,580 at Tacoma
according to datafrom the State’ s L egidl ative Eval uation and Accountability Program.



have been limited to enroll ing only upper division students— the idea was to serve community
college transfers and older students seeking to complete degrees — and providing certain master’s
programsin applied fields, such as business, teacher education, nursing, and computer fiel ds,
serving thelocal market. They have no independent research mission and only alimited set of
majors, thusfew of the characteristics of full service research universities. The branch campuses
were set in motion by the 1989 L egidature but, ever mind ful of the uncertainties of State
revenues, not beforeit cut back the HECB' s enrolIment projections, slowed the pace of planning,
and provided limited funding for thefirst biennium in carefully controlled dollops.

TheEarly 90s Downturn and Its L egacy

The early 1990s turned out very differently than the original HECB master planning had
contemplated. AsWashington'seconomy again slowed, higher education endured modest mid -
term budget cuts in the 1991-93 biennium, followed by serious stringenciesleading to another
round of program elimination effortsin the succeeding two biennia. Thisoccurred in spite of the
enactment of $650 million in politically costly tax increases advocated by anewly elected
Democratic governor, Michael Lowry, in 1993. Also, tuition was hiked annualy by figuresin the
10-15 percent range between 1991-92 and 1994-95 and, significantly, by the end of this period
the institutions were permitted to retain their tuition revenuesfor thefirst time. Yet, higher
education faculty and other salarieswerefrozen for two and ahalf years beginning January 1,
1993, and State appropriations'® actually declined in 1993-95 compared to the previous biennium.
Facing agrowing young popul ation knocking at college doors, the Legisatureinsisted on
enrollment increases nonethel ess and the institutions complied. Over the five years between
1990-91 and 1995-96, community and technica college enrollments grew by 17.5 percent to over

118,000 FTE students and 4-year institutions gained 7.6 percent t o just over 78,000 FTE.

18 Although in Washington the term “ State funds” is sometimes used generically to enc ompass
both direct State appropriations and revenue from State -approved tuition rates, throughout this
paper the term State appropriations refers only to the former. “Total educationa expenditures’ is
used to include tuition revenue.
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Recognizing the need for salary and funded enrollment increases by thistime, the 1995
Legidature provided aone-time salary increase of 4 percent (with nothing in the second year of
the biennium) and funding for 1,500 new enrollmentsin each of the two years, but only after 2.4
percent was cut from already stretched base budgets. The State a so negotiated an arrangement
whereby ingtitutions would not rai se tuition by more than four percent annually in this biennium.
This meant, in effect that theingtitutions cut programs, personnel, and non -salary itemsin order
to pay for the salary and mandated enrollment increases. When funds unexpectedly became
available, the 1996 L egidature added 3,365 more enrollment dots, funded roughly on an average
cost basis, and provided one-time funding to start astatewide distance-learning network also
targeted to increase access to higher education. But they did not restore the cutsin base budgets.

Thustheresults of this period, interms of both participation gains (in astate with afast-
growing young population) and especially per-student funding, were afar cry from what the
HECB had in mind in the late 1980s. In spite of the enrollment gains, between 1990 and 1995
participation rates in Washington 4-year public institutionsfell by four percent and the state
remained mired at 49" place on thismeasure.™® State appropriations per student system-wide
plummeted from around $7,000 in 1990-91 to $5,771 in 1995-96, or 17.6 percent For the
University of Washington the decline was even steeper, from $11,708in 1990-91 to $9,394 at the
nadir in 1996-97 (—19.8 percent). According to a 50-state data series compiled by the State
Higher Education Executive Officers (2004), the state’ srank in to tal higher education
expenditures per student (including those from tuition revenue) thus sank from 20" in 1990-91 to
42 in 1995-96.

Perhaps the most important legacy from this period, however, wasthat of statutory fiscal

limitation. When Governor Lowry took officein January 1993, he faced arapidly deteriorating

19 On the other hand, participation rates at the 2-year collegelevel, aready fifth in the nation,
improved during this period and the state’ sranking moved up to fourth (OFM(c)).

® Thefigures, from the L egislative Eval uation and Accountability Program, arein constant
dollars adjusted to 2005 using the GDP implicit price deflator.
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State revenue picture and had to make difficult choices about how to balance the 1993 -95

biennial budget. Being afairly liberal Democrat, he chose the path of limited spending cutsand a
substantial package of tax increases. This produced afirestorm of opposition and ultimately the
passage of acitizeninitiative (Initiative 601) placing stringent limitations on the growth of State
expenditures and the enactment of new taxes and tax and feeincreases. New taxes, suchasa
possibleincome tax (Washington isone of ahandful of states without a state incometax), and
increasesin tax rates require atwo -thirdsvotein each house of the Legislature.” Fee increases
aregoverned by an inflation index with special proceduresfor new fees. Tuition increases are not
subject to thisprovision but are separately controlled by the Legidature.

Equally importantly, annual growth in State genera fund expendituresislimited to the
rate of inflation, as measured by the GDP implicit price deflator, plus the rate of population
growth, averaged over the prior threeyears. Thisisdesigned toreinin State spending during
periods when Washington’sroller coaster economy isbooming. But another effec tisthat, if
expenditures are cut in arecession period, the base for futureincreasesis simultaneoudy reduced
so there can be no “ catch up” increasesin the State budget. Also, coming out of arecession, both
inflation and population growth rates for the prior yearsthat figureinto the formulatend to be
depressed so thefiscal stringency isprolonged. Inthelong runthel-601 index lags the economic
growth rate so it effectively reducesthe size of public expendituresrelative to the economy.*
And, it preventsthe general fund’ s growth from keeping up with caseload growth in such fast -
growing areasasMedicaid and long -term care, and, at times, prison populationsand K -12
education enroliIments? Thisclearly putshigher education enrollment growth and funding at

graverisk since support by the State for these other major functionsis a matter of mandate of one

' The Legidlature has at times voted to temporarily lift the two -thirds majority requirement.
With Democratic mgjoritiesin both housesit did so in 2005 (Shannon 2005).
% The Office of Financial Management estimates that the | -601 fiscal growth factor grows at 85-
?35 percent of the growth rate of personal income (Moore and L efberg, 2005).

Ibid.
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sort or another?* In short, the State has placed itself in akind of fiscal straitjacket and higher
education isthe function getting squeezed most tightly.

Boom and Bust in the Late 90sand Early 21 % Century

Asiscommonly the case, for afew years higher education fared considerably better once
the State’ srevenues belatedly emerged from the trough created by the recession of the 1990s and
its aftermath. Governor Gary Locke, amoderate Democrat el ected in 1996 when Lowry chose
not to run again, made higher education something of apriority but adivided Legislature and the
state’ s proven resistance to public spending limited hislatitude onthefiscal side. Giventhe
surging population and growth in high school graduates, the priority in the late 1990s boom
period continued to be increased enrollments and, for the governor, anew program of “Promise
Scholarships’ designed to reward with financia aid students from low- and moderate-income
familieswith good grades. In addition, both the governor and L egisl ature emphasized increased
accountability measures (Zumeta 2001).

Over thefive years from 1995- 96 through 2000-01 when State budgets were improving,
enrollments continued to climb: by 8.5 percent in the 2-year sector and by 8.6 percent inthe 4-
year colleges and universities, with aconsiderable share of the latter growth at the UW and WSU
branch campuses. The net effect was some modest gainsin State funding per student, which
increased (in 2005 dollars) from $5,771 in FY 1996 to $6,686 in FY 2001, or 15.9 percent,
system-wide, but remained well below the $7,001 pesk reached in FY 1991. For the University
of Washington, gainsin appro priations per student were more modest: from alow of $9,394 in
FY 1997 to $10,345in FY 2001, or 10.1 percent. The 2001 figure remained 11.6 percent below

the level reached ten yearsearlier.

| n addition to the well -known spending pressures created by mandated casel oad growth and
rapid inflation in such areas as health care and crimind justice, Washington’s constitution
declaresthat making “ample provision” for “basic education” isthe paramount duty of the State.
In contrast, higher education enrollments and funding levels per student are entirely discretionary.
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After the large tuition increases of the early 1990s, predict ably there followed an effort to
moderatetuition, the other main source of ingtitutions’ general revenue. Asashare of
institutional general revenue, tuition had jumped sharply from 18 percentin FY 1991 to 28
percent by 1995 for the UW and WSU, and by comparable amountsin the other sectors® In
nominal dollars, annual tuition and feesfor resident undergraduates at the two research
universitiesincreased from $1,953 in 1990-91 to $3,021 in 1995-96, a compound annua rate of
growth of 9.1 percent. Over the more prosperous succeeding five years (1995-96 to 2000-01),
increases were much more moderate: a compound annual growth rate of 3.9 percent so that these
charges stood at $3,649 in 2000-01.%

Washington’ seconomy suffered mightily in the downturn that began in the 2000-01
period. The state’ s burgeoning software industry was hurt by the dotcom bust and the Boeing
Company was serioudly affected by the declinein air travel following the terrorist attacks of
September 2001. According to the Bureau of Labor Statistics, total employment in Washington
fell by more than five percent between July 1999 and the low point in January 2002, with
manufacturing employment particularly hard hit. Jobs grew very duggishly and erratically over
thesucceeding two years. Until recently, unemployment rates have been among the highest in
the nation and State revenues suffered accordingly.

In higher education the results were predictable in the Washington context: continued
enrollment growth but fewer State resources, wi th the cuts partly mitigated by large tuition
increases. Between FY 2002 and 2004, the six 4-year schools sustained an aggregate cut in State
appropriations of 8.6 percent in nomina dollars with somewhat less than half thelost ground
made up inthe FY 2005 budget. The community and technical colleges State funding decreased
about one percent between FY 2002 and 2004 and in FY 2005 they received just 2.2 percent more

thanin 2002. Nonetheless, enrolimentsin the 4-year ingtitutionsincreased by more than 5,000

% This paralleled asimilar jump during the economic downturn of the early 1980s, which was
followed by aperiod of stahility in this measurethat lasted eight years, 1983-1991.
% patternsin the comprehensive and 2-year college sectors over these periodswerevery similar.
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FTE (6.2 percent) inthe fiscally very difficult three yearsfrom FY 2001 to 2004. Inthe 2-year
colleges the gain was more than 10,000 FTE (7.9 percent). Tuition again turned sharply upward,
with the compound growth rate between 2000-01 and 2004-05 for UW and WSU resident
undergraduate tuition and fees reaching 7.0 percent.

Total educational expenditureson higher education per student statewide, composed of
State appropriations plus tuition revenue, thus again fell by more than $1,000 (—13.3 percent)
from its highest point in the late 1990sto FY 2003.%" In terms of the national rankings on this
measure constructed by SHEEO (2004), this pattern was just sufficient for Washington to
maintain its placein thelow forties among thefifty statesfrom FY 1996 through 1999, after
which it slipped further to 45th and below (46" in the latest year available, FY 2003). Thisisafar
cry from the 20" ranking that the state had reached in the mid -1980s and again in FY 1991.

To sum up, in Washington i n recent decades, given itsodd tax structure® and self-
imposed fiscal straitjacket, passionate tax resistance, and the difficult -to-control growth in costs
of other State functions, higher education has been apriority only for short periods when
policymakersfelt the State could readily afford it. Within higher education the main priority has
been access, meaning creating more places within the system as cheaply as possible, andto a
lesser extent providing financia aid to needy studentsto allow themto enroll.? This pattern has
been reinforced by the political influence of the widely distributed community and technical

colleges, who, while not particularly well funded per student, have been very successful in

%" Compared to the highest point reached in FY 1991, total funding per student in FY 2003 was
down more than $2,000, or 22.3 percent, in inflation -adjusted terms.

% |_acking an income tax and with its long-standing estate tax recently declared unconstitutional,
the State depends on ahigh salestax, a“ business and occupations” tax which is essentially a
grossreceiptstax on businesses and professional's, amodest statewide property tax, stiff excise
taxes, and amotley collection of feesand minor taxes. Taken asawhole, thistax structureis
among the most regressive in the country (Mclntyre 2003) .

# Asof 2002-03, Washington ranked 13th among the statesin state student aid grants provided
per enrolled student and was first among the western states (National Association of State
Scholarship and Grant Programs 2004, 23).
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maintaining their unusually large share of enrollment slots and associated funding even though
the serious underparticipation problems of the state are at the upper division and graduate levels.

Since the temporarily successful effort at improving the per-student funding of the system
in the early years of the Higher Education Coordinating Board — which was helped mightily by a
strong economy and the fact that the baby boom “echo” cohort had not yet come of age — no
sustained progress has been made on the“ quality” (funding per student) issue. | ndeed, in spite of
sharp increasesin tuition over time this source of added revenue has, overall, just about offset
declinesin State funding, in inflation-adjusted, per-student terms. Moreover, in the face of the
rapidly growing college age population, the participation rate of prime age young people (17-22)
at public 4-year institutionsis now little better than it wasin the late 1980s*

Prospectsfor the foreseeable future do not look greatly different. While Washington's
economy appearsto beimp roving, itis, like many other states, faced with a persistent structural
budget deficit and thereislittle political interest in touching the “third rail” of Washington
politics, theidea of astateincometax. Such atax isthe only obvious source of s ubstantia
additional revenue.®* There has been sometalk in recent times of creating aspecial fund for
education (including K-12) from existing revenue sources but aninitiative to thisend was
soundly defeated at the pollsin 2004.

The newly elected governor, moderate Democrat Christine Gregoire, has Democratic
majoritiesin both houses of the Legidature (ararity) but faces an uphill political climb from her
hairline electoral victory — by 133 votes— in what is believed to be the closest gubernatoria
electionin American history. Given her past foci in public office and the primary concerns of

most of her supporters, higher education might seem unlikely to be apriority issuefor her beyond

¥ Therewere gains until 2000, but substantial declinesin this measurein theyearssince. The
participation rate of the next older age group (23-29 year-olds) is about whereit wasin 1980
gOffi ce of Financial Management(b)).

! The 2005-07 State budget provides for $480 million in new revenue viaincreasesin “sin” taxes
and anew version of the estate tax limited to large estates. Therearep redictionsthat even this
limited tax package will lead to something like areplay of the 1993 enactment of Initiative 601
and Republican recapture of the Legidaturein 1994 that followed the tax increases of 1993.
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seeking to respond to the continuing pressures to expand student placesin the system with limited
resources and aspecid interest in biomedical research. Like many Democrats, she has generally
been amoderate-tuition supporter, which would tend to limit one potential source of increased
revenuethat universities with considerable market power, like the University of Washington,
might otherwise tap.

On the other hand, the UW recently floated atrial balloon calling for considerationin
state policy circlesof roughly doubling the research universities' residen t undergraduate tuition
while aso providing more student financia aid. Notably, the governor (and the press) did not
immediately shoot this down. Also, she recently appointed and the L egidlature established ablue
ribbon commission on education policy and funding, which shewill chair, suggesting that she
may have accepted the case that education investments are indeed crucial to the state’ sfuture.
Although K-12 issues seem most likely to dominate the agenda of this study group, its existence
doesprovide what Kingdon (1995) callsa“policy window” that might alow higher education to
get itscasefor higher funding priority or accessto new revenue sources seriously heard. Absent
this, the history recounted above would lead oneto anticipatelittle mo re for higher education than
modest “ catch-up” funding aslong asthe economy continuesto improve, accompanied by strong

pressureto expand enrollment spaces.

IMPACTSOF THE LONG-TERM FUNDING SQUEEZE

Inthissection | will examine how the universities, in particular the University of
Washington, have responded to the long-term fiscal squeeze described above. The main themes
identified are: first, aremarkable commitment to providing enrollment access as best the schools
can given their circumstances; second, effortsto avoid increasing student-faculty ratios athough
some notabl e substitutions of temporary for tenure -track faculty have been made; third, difficult,
internally troublesome measures taken to insure that very limited salary dollarsare used as

efficiently as possibleto protect faculty quality; fourth, astrong commitment to sustaining the
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UW’scrown jewel, its ability to attract federal research dollars; and, finally, increasingly
strenuous efforts to devel op new sources of revenue. Theselatter measures can influence
importantly the ways and the pace at which different areas of the intitution devel op.

Figures 1-4 depict the trends back to around 1980 in real State appropriations per student,
total educational resources per student, tuition levels, and enrollmentsfor the University of
Washington, the State’ s six public universitiesin aggregate (including Evergreen State College
for simplicity), and the 34 community and technical collegesasagroup. Thecyclical patterns
described earlier are apparent asisthelong-term real growth in tuition rates. Enrollments grew
considerably beginning in the late 1980s but, as has been described, in light of rapid population
growth not enough to overcome low participation rates at the upper division and graduate levels.
Two-year college enrollments make up agrowing share of the statewidetotal. Most importantly
for present purposes, system-wide State appropriations per student are at about the levels of 25
years ago, and total educational resources per student— in spite of thelong-term tuition escalation
—arebelow early 1990slevels.

For the University of Washington the patterns are similar but not quite asunfavorable as
the aggregate story, owing largely to the UW’ s ahility to boost itstuitio n revenue when permitted
todoso. Overdl, the University’s State support per student has declined significantly in real
terms, tuition revenue hasincreased sharply, and in the aggregate, real total expenditures per
student in FY 2004 were at about the level of the early 1990s, down 5.2 percent from the peak
reached in FY 2001. Meanwhile, the University’s FTE enrollment hasincreased from Fall 1989
to Fal 2004 by about 3,800 FTE at the main Seattle campus, and from zero to around 1,580 FTE

at the Tacomabranch and to 1,250 FTE at Bothell.** Although they have grown at amodest pace,

¥ Data are from the State L egislative Ev aluation and Accountability Program. A considerable
part of enrollment increasesin recent years at the main campus have been unfunded by the State
entirely — largely the product of an independent institutional commitment to respond to real
enrollment demand and also of difficulty in forecasting varying yield rates from those admitted.
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asindicated earlier the State has been much slower to fund branch campus expansion than was
originally planned.

Since 1989 the State has had in place official funding per student targetsat the 75™
percentile of State-established peer groups of public universities. The UW’s peer groupiscalled
the“HECB 24.” ®# Intheyearssince 1989-90, the University’ stotal funding per student
(including tuition) has not come closeto thistarget, although it remained around the middle of the
pack through 1999-2000. By 2002-03, the latest year for which this comparison is available, the
UW’ stotal funding per student had sunk below the 35™ percentile of this varied group, ahead of
only afew state universities most of which are not very comparableto it in assessed quality or
graduate education emphasis (see Figure 5). The UW’ stota funding was more than $4,000 per
student and 25 percent below the 75" percentile target. In termsof State support, the picture was
even bleaker: the University would need a 65 percent increase in Sate funding per student to
reach the 75™ percentiletarget and led only three universitiesin the official peer group.

The UW and the other public institutionsin Washington have generally been quite
creative in coping with the difficult task of taking on more students with declining incremental
resources but there are consequences over along period. Thefollowing sections provide
evidencerelated to these coping strategies and their conseguences.

Nonresident Studentsand Tuition

While most of the attention in tuition policymaking for public universitiesfocuses on
chargesto resident undergraduate students, hard -pressed institutions may also seek to increase

revenue by raising chargesto nonresidents® — which aretypically several timesthose for

* The HECB 24 consists of all public universitieswith medical schoolsin the Carnegie
Foundation’'s (1994) Research | category. Some of the schoolsin thisgroup are far below the
UW intermsof standing in assessments of graduate program quality, extramural research
support, and even proportion of graduate students.

¥ The UW has recently sought to increase revenue from nonresident students somewhat by
tightening the standards for establishing residency to make them more similar to nearby states.
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residents— and/or increasing the proportion of nonresidentsin the student mix. ** Some flagship
public universities enroll as much asathird or more of in coming freshmen from outside the state.
Astheflagship university in Washington and the one with the most visible national presence, the
UW hashby far the greatest scopeto employ thisstrategy. It hasinfact donerelatively little
recruiting of students from outside the state. The proportion of incoming freshmen who were not
Washington residentswas in the 15 percent range through most of the 1980s and early and mid -
1990s, crept up afew points by 2000-01 with some additional recruiting efforts, and appears to
have stabilized since then in the 18-19 percent range. The officid target for freshman
nonresidentsis now 19.5 percent.** Compared to comparable leading flagship universities, these
proportions are not large and the increases very modest. The UW Board of Regents and
administration have long been philosophically committed to serving Washington residents
primarily, admitting only enough nonresidents to reasonably leaven the student body. Recently,
population gains have sharply increased pressuresto serve Washington students.

Nonresident tuition rates were set by the Legidature until very recently and generally
tracked resident rates very closely during the 1980s and 90s. Partly in recognition of the need for
morerevenue, the universities including the UW received authority over nonresident
undergraduate and all graduate and professional tuition ratesfor six years, effectivein 2003 -04.
UW policymakers have been aggressive in increasing nonresident undergraduate tuition since —
the annual increases were 11.5 percent in both 2004-05 and 2005-06 compared to 6.4 percent and
7.0 percent, respectively, for resident undergraduates whose rates are still set by the Legidature.
Still, the incremental revenue potentia hereis severely limited by the factorsthat limit the share
of nonresidents. The Legidature continuesto guard carefully its control over resident tuition,

limiting the UW’ s potential to exploit its considerable market power in this domain.

% | ncreasing the proportion of nonresidents may also serve academic goals by adding to the
geographic and other diversity dimensions of the student body and, if the nonresident appli cant
pool isstrong or can beimproved, improving the average academic profile.

* Dataare from Timothy Washburn, Associate Vice-President for Enrollment, May 5, 2005.
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Faculty Salaries

Since 1990, the official benchmark for average faculty salaries at the University of
Washington has been the 75™ percentile of its State-sanctioned peer group, the HECB 24. Over
time the UW has drifted further behind this benchmark, reaching alow point of 87 percent of the
75" percentile figurein FY 2000 followed by some gain to 91 percent by FY 2004. Of course,
these patternsreflect the generally straitened recent circumstances of the peer public universities.
Although official statisticsrelativeto leading private universities are not compiled since such
comparisons are considered beyond the pale, the salary gap between private and public
universities has been growing steadily in recent years.* The other public universitiesin
Washington have also lost ground over thisperiod relative to their official peer groups.
Washington State University’ s average faculty salary was at 82 percent of its peer group’'s 75™
percentilein FY 1990, improved to 87 percent by FY 1994, and fell back to 80 percent by 2004.
The pattern for the comprehensive schoolsissimilar, although not quite as unfavorable.

At the University of Washington, annual faculty resignations (excluding retirements) are
up by about two -thirds compared to the late 1990s> The effort to remain competitive with too
littlefunding for faculty salaries hasled to aconcentration of salary funds on the most market

sengitive faculty: new hires at the assistant professor level and faculty who are ableto attract and

%" See Ehrenberg (2004: 21). Full professor salaries at the University of Washington stood at
around the 54th percentile among Doctoral Ingtitutionsin the 2004-05 AAUP salary survey
recently published in Academe (Curtis 2005). Thiswas aconsiderable declinefrom the60™
percentile where they had beenin 1992-93. UW associate and assistant professors’ rankings
improved somewhat over this period, however. Compared to theleading private universitieswith
which the University competes for faculty, as represented by the 95™ percentile of the Doctoral
Institutions’ distribution, UW salaries had fallen asfollows over these years. Professor- from .784
t0 .726; Associate Professor- from .826 to .774; Assistant Professor- from .868 to .861. (Author’'s
cal culations from data published in Hamermesh (1993) and Curtis (2005)).

® The official comparison group for WSU isall public land grant universities classified as
research universities by Carnegie (categories 1 and 2) with veterinary schools. The comparison
group for Centra, Eastern, and Western Washington Universitiesisal public colleges and
universities classified as comprehensives (category 1).

¥ Calculated from datain University of Washington, 2003-04 Faculty Status Report.
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present higher salary offers from competitor universities® Theresult issalary “compression” —
relatively small gaps between average salaries by rank — and also wide differencesin salaries at
the same rank within departments**  Comparing the AAUP survey datafor the University of
Washington for 1992-93 and 2004-05, theratio of average full professor to average assistant
professor salary fell from 1.62 to 1.52, whiletheratio of average associate professor to average
assistant professor salary fell from 1.14 to 1.09 over thetwelve years.

Thereisagreat deal of unhappiness about such conditionswithin the senior faculty and
thisis manifest in Faculty Senate attention to these matters. The mgjor result of thiswasthe
adoption of apolicy effectivein 2000-01 whereby, short of officialy declared financia exigency,
most faculty arevirtually guaranteed at |east atwo percent base salary increase each year even if
this means cuts elsewhere in the institution’ s budget. Also, the UW administration has recently
announced that it will begin to address compression with an allocation to deans for this purpose
of about one percent of the salary base for 2005-06.

Student-Faculty Ratiosand Faculty Mix

At the University of Washington, the overall student-faculty ratio appearsto have
changed little ov er the period for which comparable dataare available (Fall 1992-2003),
remaining at around 9to 1. However, there has been an appreciable differencein the respective
growth rates of different categories of faculty. From Fall 1990 to Fall 2003 the numbe r of ladder

faculty (assistant, associate, and full professors) increased from 2,512 to 3,041 (21.1 percent).

“0 Since State funds for meeting competitive offers have recently been very limited, the standards
for recelving such support from the central UW retention pool have becomeincreasingly strict.
Units can fund retention offers from internal funds but thisis difficult and contentiousin a period
of extended budgetary stringency. The University isalso experimenting with ways of using
extramura research fundsto augment base salariesfor those with grant support sincethe UW isa
leader in such funding. But these funds are distributed unevenly acrossdisciplines.

! There are also many cases of lower rank faculty with higher salaries than their higher-ranking
peers, usualy because the former were more recently hired, aparticularly vexing issue for morae
and intra-unit relations.
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Meanwhile, non-ladder rank faculty* increased from 724 to 1,030, or 42.3 percent, about twice as
fast. Thisproduced againinthe non-ladder proportion of total faculty from 22.4 percent in 1990
to 25.3 percent in 2003. Thedifferential pace of growth isat least a cause for some concern.

The proportion of undergraduate credits taught by the different categories of faculty at
the UW’ s Seattle campus has changed quite markedly over the most recent nine year period for
which datacould be obtained, 1993-94 through 2002-03. The proportion of these credits taught
by ladder faculty fell by about 15 percent, from 55.2 percent to 46.9 percent. The ad ditional
credits were picked up by faculty in the Instructor/L ecturer category (up from 18.6 to 27.8
percent, or nearly 50 percent) and the “ Other Faculty” category, up from 9.5 percent to 12.2
percent® The share assigned to graduate assistants fell from16.6 percent to 13.1 percent.

Retention and Graduation Rates

According to a series from the State Office of Financial Management on freshman -to-
sophomore retention (spring to fal) for the public 4-year universitiesin aggregate from 1986-
2003, trends in this measure seem to parallel funding cycles. The system-wide aggregate
retention rate improved from 81.5 percent in 1986 to 87.2 percent in 1993, then dropped abit but
remained around 86 percent through 1998 before starting a steeper declineasfunding fell off in
the early 2000s. This aggregate retention rate had fallen to 83.2 percent by 2003.

For the University of Washington, retention data are available by freshman entry cohort
asfar back as 1984 (from the UW Office of Ingtitutiona Studies). Retentionto the second year
for that cohort was 84.1 percent. There was rapid improvement to the 89-90 percent range over

the next few years and small further gains so that retention was better than 90 percent for the

* Included as non-ladder faculty are thefollowing titles: Lecturer Full -time, Lecturer Part-time,
Senior Lecturer, Teaching Associate, Artist and Senior Artist in Residence, and Acting Instructor.
“% Other Faculty includes the following titles: Clinical Faculty, Affiliate/Adjunct Faculty,
Research Faculty, Emeritug/Retiree, Visiting Faculty, and Other Teaching Faculty. The changes
over time were calculated by the author from “ Faculty Teaching Workload By Faculty Home
Department and Course Level” data provided by the UW Office of Ingtitutional Studies.
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2000-2002 entry cohorts. UW’ sincreased admission selectivity in recent years haslikely
contributed to these gains, which have come in the face of serious resource limitations.

The UW made a concerted effort to improve its undergraduate degree compl etion rates
beginning in the 1980s. Improvement has been considerabl e, with 6-year bachel or’ s completion
ratesincreasing from just over 60 percent for the 1984 entry cohort (i.e., by 1990) to nearly 72
percent completion for the 1993 entry cohort as of 1999.* There has been some modest fallback
from thispeak in thelast few years, but the rates for the most recent cohorts remain over 70
percent. It has been difficult to make further improvementsin recent years as the resources
needed to fill faculty positionsin popular mgjor fields and to apply adequate resources to specific
“bottleneck” courses have simply not been available. Indeed, some studentsare now allowed to
graduate with surprisingly few upper division credits, which could point to aquality issue. *

Trends and Policies Regarding Community College Transfers

Asadready described, Washington depends heavily onits 2-year colleges to meet demand
for higher education and to keep State costs per student low. To makethis strategy work at all
satisfactorily, there must be capacity to accept would-be transfers at the universitiesand policies
agreed on by all stakeholdersto facilitate transfer. Since the mid -1980s the community colleges
and the universities have had transfer agreementsin place specifying the courses students must
take at acommunity collegeto be eligible for automatic admission to auniversity provided their
college GPA is2.75 or greater. Inrecent years, some of the universities and colleges have jointly
funded counselorslocated at the 2-year campusesto assist studentsin preparing for transfer.

Datamaintained by the State Office of Financial Management permitsthe cal culation of

trendsin the number of community college transfersto the 4-year public institutionsin

* The 6-year completion rateis astandard benchmark nationally. The UW’s 5-year bachelor’s
completion rateisaround 67 percent.

“® A recent UW internal analysis shows anumber of undergraduate majors where recent graduates
have accrued fewer than 40 percent of their credits at the upper division or graduate level and
someare below thirty percent. The proportion of all undergraduate creditsthat were at the upper
division level fell by 2.3 percentage points, or nearly 5 percent, to 44.4 percent between 1993 -4
and 2002-03 (author’ s calculations from * Faculty Teaching Workload...”).
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Washington and intheratio of suchtransfers to thetotal community college “academic’
enrollment in the prior year. (Thisisconsidered the best available seriesindicating studentswho
aretaking transferabl e academic courses applicable to an associate’ sdegree.) Thetotal number
of transfers climbed fairly steadily through 1994-1995 but has since falen off somewhat even
though community college academic enrollments have continued to grow. Thus, the“transfer
rate,” asroughly calculated here, increased from around 10 percent in the early 1980s to the 14-
15 percent range during most of the 1990s before falling off to below 12 percent in 2002 and
2003. Limited capacity in the universitiesisamost certainly partly to blame.

The University of Washington took in asteadily growing number of tran sfers for some
years, particularly after 1990 when its two branch campuses came on line. Indeed, these and the
WSU branches were designed specifically for studentswho had completed approximately two
years of collegework since they do not accept freshmen ** However, after 1996 the UW sharply
reduced the number of community college transfersit accepted at the Seattle campus,”” so much
so that total transfersto the three UW campuses remain well below the level of the mid -1990s.

The statewide transfer rate isamost certain to fall considerably further asthe UW has
announced that, dueto its upper division capacity limitations, it will terminate as of Fall 2005 its
participation in the long -standing agreement to accept all community college transferswho take
prescribed genera education courses and meet grade standards.  Asaresult, competition for
community college transfers to gain admission will become quite stiff even though the UW -
Seattle guaranteesto accept asmany transfersasaproportion of all new entrants as before, i.e.,
around 30 percent. It isexpected that about one half the would -be transfer students who would

have been admitted under the old standards will no longer be able to be accommodated at the

“® This unusual arrangement was built into the branch campus designs at the insistence of the
community college system, and to alesser extent private colleges, who saw “full -service’
campuses as duplicative. Under the current extreme enrollment pressures, the L egidature agreed
in 2005 to permit certain of the UW and WSU branchesto begin accepting small numbers of
freshmen and sophomoresin Autumn 2006.

* The University increased the size of its freshman intake at Sesttl e at thistime and also
responded to what turned out to be atemporary decreasein transfer applicants.
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main campus. Even alowing for planned future growth at Bothell and Tacoma, sincealarge
share of the would-be transfers from community collegesin the state are located in the Puget
Sound region the inability of the UW to accommodate anywhere near all of them probably means
that many will not complete bachelor’s degrees. Thisis causing considerable consternation. Itis
another manifestation of the system’ slimited resources at the upper division level and of the poor
match of the capacity that is available to the geographic location of the needs.

Theimpending opening of the branch campusesto lower division entrantsis one hopeful
sign of responseto the access crisis but will not directly addressthe problems at the upper
divisionlevel. Thesituation isso direthat the community colleges have been authorized to begin
piloting upper division programsin certain applied fields and these school s are al so encouraged to
establish partnerships with the comprehensive ingtitutions whereby community college facilities
are used to offer upper division courses and programs under the auspi ces of the comprehensives.

L egitimate questions can be raised about the limitations of these types of arrangementsfor
producing bachelor’ s degrees meeting traditional quality standards, though they may be be tter
than providing no opportunitiesat all to place-bound students.

Racial/Ethnic Patternsin Enrollment

Inlight of the history described, it isworth examining trendsin the representation of
minority population groupsin the state’' sinstitutions of higher education. Washingtonisnot a
particularly diverse state in termsof the usual categories most associated with historic
disadvantagein American society: African-Americans, Hispanic-Americans, and Native
Americans. According to datafrom the Office of Financial Management(a), among those aged
18-24, African Americans are estimated to account for 4.2 percent of the population, Native -
Americang/Alaska Natives 2.0 percent, and Hispanics 12.3 percent in 2004. The Asian -American
(7.8 percent of those aged 18-24) and Hispanic popul ations have been growing fairly rapidly.
Datafrom the HECB for Fall 1995 and Fall 2003 show little change over thisinterval in the racial

and ethnic distribution of enrollmentsin the state’' s public 4-year institutions (2005 20).
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Enrollmentsin each of the minority categories have grown but only the Asian and Hispanic
numbers gained sufficiently to increasetheir representation among all students. The Asian -
Pacific Islander share grew from 9.7 to 11.1 percent of all students over this period but the
Hispanic share gained only from 3.4 to 3.7 percent.

Progressin increasing minority representation was affected by the passage by popular
votein 1998 of Initiative 200, which madeit unlawful for state institutionsto tekerace or
ethnicity into account in admissions and most financial aid decisions. Since such achange hasits
primary impact at selectiveingtitutions, the University of Washington -Seattle was most
affected®® African-Americans’ undergraduate numberswere on a modest declining trend before
1-200 but fell much more sharply when it first took effect — by nearly 20 percent between Fall
1997 and Fall 2000. Inthelatest years, the figures show some recovery but are still well below
pre-1-200 levels. Numbers of Native American students grew during most of the nineties but
havefallen 28 percent since 1997. Hispanics numbersincreased until 1998 but have sincefallen
off by about 9 percent. Asian American students are much more numerous than the other groups
and their numbers have grown steadily except for adight declinein 1998. Sincetotal enrollment
has been growing, the declines in percentages of the three historically underrepresented groups
are even greater than thosein the absolute numbers.*®

The University of Washington has made mgjor effortsin outreach, redesign of admission
procedures, and identification of waysto provide financia aid legally to minority students. But it
seems clear that these measures have at best been ableto recently arrest th e decline in minority
enrollments and representation preci pitated by the above-mentioned policy changes.

Socioeconomic Mix of Enrollments

“8 The figures reported in this paragraph are from the University of Washington, Office of
Institutional Studies. Thelatest year available at the time of writing was Fall 2002.

* These trends may also reflect theimpact of the decline in community college transfer students
at the Seattle campus described earlier.
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Tuition hasincreased very considerably in real termsover the yearsin Washington's
public institutions. As noted earlier, the State has responded to this better than mogt, at least in
thewestern U.S., by supporting need -based student aid fairly generoudly. The proportion of
undergraduates who are Pell grant recipients— arough indicator of the proportion who are of low
income origin— has grown gradually over the years. According to datafrom the Higher
Education Coordinating Board, for the Washington public 4-year ingtitutions as agroup the Pell
recipient proportion grew from 26.2 percent in 1991-92 to 29.9 percent in 2002-03, suggesting
that students of very modest means at |east were not being shut out of the system relative to
others. For the University of Washington, this proportion has a so grown, from 22.2 percent in
1991-92 to 26.0 percent in 2002-03.%° Thistrend is perhaps somewhat surprising in light of the
steep long-term growth in tuition rates and the recent increasesin selectivity.

Graduate and Professional EducationTrendsand Their Broader | mpacts

Graduate education isamajor emphasis of Washington’stwo research universities by
virtue of their basic mission. It gets much less emphasis at the four comprehensiveinstitutions,
athough al have several hundred graduate students at the master’ slevel. Inan eraof great
pressureto expand undergraduate enrollments but limited State support, it is notable that the two
research universities both have increased their graduate enrollments significantly. Atthe UW the
rate of increase since 1991-92 has been just slightly greater than that of undergraduates (22
percent versus 20 percent), but at WSU graduate enrollments have grown at amuch faster pace
(64 percent compared to 15 percent). Thus, in 2002-03, UW enrolled 26,087 FTE undergraduates
and 10,876 FTE graduate students, while WSU had 15,892 undergraduates and 4,418 graduates.
The growth in graduate studentsis not surprising given the earlier-mentioned relative
underdevelopment of graduate education in the state. Also, research universitiesare ableto teach

undergraduates relatively economically, particularly at thelower division level, largely because

* The University of Washington is now engaged in an effort to more comprehensively identify
the distribution of its student body by family income but for now nothing more than the Pell grant
recipient percentageisavailable.
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they use graduate students as rel atively cheap factorsin the education production processwhile
also contributing to the | atter’ s preparation.

Graduate studentsin the arts and sciences contribute to undergraduate education in this
way but not very much to the university’ sfiscal resourcesviatuition. A high proportion of
graduate studentsin these fields have their tuition covered as part of teaching and research
assistant compensation or via university fellowships, so net tuition revenue from thisgroup is
relatively small.>" Graduate studentsin such fields aslaw, business, education, public affairs,
public health, and the like contribute much less to undergraduate education for there are few
undergraduate programsin which to teach in most of thesefields. Thelarge majority of them
pursue master’ sor professional degrees and generally do produce net tuition revenues since
financia aid inthesefieldsislimited, presumably justified by the fact that programsin these
fieldsarerelatively short and graduates earn professional incomes.

The University of Washington has responded to thislatter pattern by acquiring from the
State authority, as of 2003-04, to set graduate and professional tuition and then increasing rates
substantially where it believes the market and competitive considerations justify it. Thus, for
example, tuition for state resident law (J.D.) students was doubled to $13,000in just two years
between 2002-03 and 2004-05, whilefor MBA studentstuition is planned to increase from
$6,285 in 2002-03 to $17,286 in 2006-07.> Lessambitious plansare also in placefor the various
health professions schools. Policy discussions are underway about installing similar regimesin
other fields where demand may support substantial increases and most of theincremental revenue
would represent anet financia gain. Complex issues of incentives, the sharing of revenues
between affected unitsand other parts of theinstitution, and how to monitor and mitigate effects

on the student demographic profile remain however. Potentially, such increased tuition revenue

*! Where outside grants or fellowships pay thetuition bill, there is net revenue to the University.
In the case of grant-funded research assistants at the University of Washington, the grant paysthe
resident portion of tuition while the nonresident portion iswaived.

°2 Resident tuition ratesin these fields are still projected to be below peer norms, however.
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could beasourceof significant self-generated funds for some programs aswell as allowing for
revenue sharing with parts of the University operating in more constrained markets. 1t aso has
potential for contention however, can enlarge perceived inequities, and, if incentives are not
managed carefully, can potentially make units lesswilling to collaborate.

Also of noteisthat the University of Washington hasincreasingly turned to the
development of new degree programs— mostly graduate-level programsin professional fields—
that arefinancially self-sustaining or even profitable for their units. The central administration
encourages this and has even reinvented its educational outreach unit to providerisk capital and
infrastructure support. Sincethe late 1990s severa dozen degree programs have been created
through UW Educational Outreach to add to ahandful of pre -existing programsrun by individual
units. Fully 20 percent of the University’ s graduate students are now in fee-based degree
programs, up from just afew percent ten yearsago. Thisisbeginning to present someinternal
complexities and tensionsin terms of mo vement of students and faculty acrossthe line between
similar self-sustaining and State-subsidized courses. The net revenues from these programs can
be asubstantial help to unitsthat control them but generally core arts and science unitsare less
well suited than thosein professionally oriented fieldsto devel op them.

I mpacts of Research on Undergraduate Education

The University of Washington isthe leading public university in the country at acquiring
federal R & D and training grants, with atotal of more than $756 millionin FY 2004.% In
addition to the academic stature this fact alone brings, the funds are crucial to both scholarly
output and the attraction, training and support of graduate students. Theimpactson
undergraduate education are more ambiguous though. Although research income has grown
more rapidly than other sources— particularly than State support — in grossterms, it isno longer

clear that the grant-supported R & D fully paysfor itself.

% University of Washington (c). Including nonfederal support, the total was over $953 million.
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Over the past decade or more, thefedera government has becomeincreasingly strict and
tight-fisted with respect to indirect cost payments> and increasingly federal and other sponsors
require matching funds from grant recipients. Theindirect cost rates certainly do not fully cover
the cost of replacing and upgrading research buildings and facilities. Since these needs must
generaly be funded from State or, increasingly, private sources, one wonders what the true
opportunity costs arein terms of other ends the institution might pursue in seeking such funds and
the energiesthat are poured into the science/grant competition. Another problem isthat the cost
of keeping up with competitorsin the grant-intensive laboratory science fields often requiresthe
University to find resourcesfor costly start-up packages for incoming faculty — some of whom do
little or no undergraduate teaching— by leaving vacant faculty positionsunfilled. Thismay be
related to the more rapid growth in non-ladder (often temporary) faculty positions and the
increasesin the share of undergraduate teaching by such faculty noted earlier.

Perhapsin part in response to such concerns, the UW hasin recent years taken explicit
stepsto increase participation of undergraduates in faculty research. The University has
identified the percentage of undergraduates reporting substantial involvement in such experiences
asoneof itsaccountability measures before the State and had managed to increase this proportion
from a20.7 percent in the mid-1990s to 24.2 percent by 2002-03 (University of Washington (a)).
More broadly, the research-oriented environment at such an institution certainly creates
opportunitiesfor interested, ambitious undergraduates that cannot be matched by other types of
schools. Onewonders how the benefitsand costs balance for undergraduates overall, however.

Major I nvestmentsin Private Funds Development

Findly, it should be noted that the University of Washington has, like many other public

universities, made large investments in its capacity for raising private funds® Asaresult, total

* The UW’sbasic indirect cost rate is acomparatively modest 51.6 percent of direct costs,
although thiswill soon beincreasing.

% The other publicinstitutionsin Washington, including the community colleges, have also
increased their fund-raising efforts but none has nearly the revenue potential of the UW.
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private voluntary support to the UW increased from just $6 millionin 1977-78, to $78 million in
1986-87, and to $311 million by 2002-03.%° In just the short period from FY 1998 to 2003, gifts
for current use (many for capital construction purposes) increased from two to six percent of the
University’stotal income and the institution is currently involved in a$2 billion capital campaign
over eight years. To achievethese goals, spending on devel opment activitiesh as more than
doubled just since FY 2001, from about $9.4 million to aprojected $22.3 million in FY 2005.
Although the returns on investment areimpressive, theingtitution is having some
difficulty sustaining the development operation at its new level because general fundsare so
scarce, endowment returns have been luggish in recent years, and donors are resistant to taxing
schemesto support fund-raising. While certainly valuable, the whole activity haslimited
immediate benefits for the operating budg et since much of the gift income goesinto capital —
which the State has a so funded poorly in recent years — and endowments that generate modest

current returnsand are usually for restricted purposesthat do not aways match the greatest needs.

CONCLUSION

This chapter has sought to recount the essential's of the history of the financing of public
higher education in the state of Washington, to understand why things work theway they doin
thispolicy arena, and to examine some of the consequences of the long-term underfunding of the
system especially for the state’ sflagship university and its students. Policymakersinthe
University of Washington and the other public institutionsin the state have proven themselves
resourceful and remarkably dedicatedto providing educational opportunitiesfor as many students
as possible to the best quality they can produce with the resources available. The quality, by

national norms, is certainly not bad and is surprising given the modest public money invested.

% University of Washington fiscal reports cited in Shanahan (2005: 6). The other datacitedin
this paragraph come from the same source.
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Itishard to say definitively that the systemisat the brink of acrisis. Yet, ashasbeen
shown, the University of Washington findsit increasingly difficult to compete with the Harvards
and Michigans of the academic world assalariesdip far behind, temporary faculty have to be
substituted for those with afull stake in the institution, and an increasing share of resources must
be obtained from sources that have the potential to create distortions, many of which work to the
particular disadvantage of und ergraduatesin thelibera arts. The other public universitiesin the
state appear to bein even worse shape asthey have less market power, fewer aternative sources
of revenue, and faculty salariesthat are even further behind their peers. In spite of the inadequate
funding the State continuesto expect the universitiesto enroll more students, yet theincreased
enrollments are at best maintaining the state’ slow standing in comparative participation rates.

One might expect that this situation must eventually have political and economic
consequences. But, given Washington’ s continued attractivenessto already -educated in-
migrants, the fact that high school graduate numberswill beginto level off in five yearsor so, and
the deep-seated resistance to tampering with the state’ s regressive tax structure, amajor shiftin
current patternswill not necessarily occur any time soon. The best hope for achange would be
for the new governor to join with the technology and other modern economy businessinteres tsin
the state — this woul d be a bipartisan coalition— to seize theissue of higher education investment
and itsintimate connection to economic and socia devel opment as acentral one. They could
make thisthe cornerstone for aleadership campaign to d o what is necessary to convincethe
public and elected officids, particularly in the growing urbanized regions, that the tax structure
and other revenue capacity of the state must be reexamined and restructured to permit well -
planned, future-oriented investments such asin human capital. By broadening the coalition to
include other constituencies who would benefit from increased investment and convincing the
electorate that the investments are well thought out and will be managed responsibly, it might be
possible to create sufficient momentum to overcome the many cultural and structural obstaclesto

change.

33



Perhaps Governor Gregoire' s new task force on education policy and financeisthefirst
step inthisdirection. Decisive action would probably need to occur soon enough to catch the
early part of the upturn in the economic cycle while the memory of recent deprivation remains
fresh. Later, asmore or less ample money rollsin for afew years at the peak of the cyclein spite
of the existing revenue structure, there will belittle incentive to bear the costs of seeking to
changeit. Also, oncethe demographically induced surgein demand for higher education levels
off around 2010, the impetus for change will be much weaker. A long -time observer must admit
to some pessimism that all these starswill line up at just the right time to produce a sea change,

but one should never abandon hope. The current alignment does present afresh opportunity.
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FIGURES AND TABLES

Figurel
General Fund State Dollars per FTE
Constant 2005 Dollars
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Figure 2
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Figure 3

Undergraduate Resident Tuition in Constant 2005 Dollars
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Note: Technology fees charged at some institutions are excluded.
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Figure4

Actual FTE Enrollments
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Figure5

University of Washington
State and Total Funding per FTE Compared to
HECB 24 Peers, 2002-03
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