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Dear Mr. Nolte:

Attached you will find the copy of an article of mine, which has just been
published: "Current Federal Financing of Higher Education and a Proposal."*
The ideas presented in this article have been developed during the past four
years. But, because of delay built into the publication process, events
have overtaken some of the suggestions. Also research undertaken during
the past six months as an Institute Fellow has given me a somewhat different
perspective on the problems. Therefore, I write this cover letter as a
brief commentary on the article, with special reference to its relationship
to recent Congressional action.

Ideally the suggestions in the article should follow a number of
additional newsletters about the British University Grants Committee, which
are yet to be written. (See IJS-7 for the first of the series.) However,
since a higher education bill will probably emerge from a House-Senate
Conference Committee during the next three or four months, I offer the ideas
in the article now with additional comments.

In order to appreciate this cover letter, it would be helpful for you
to read the article and then return to the comments which follow.

The current debate over the provision of federal financial aid to higher
education can be relatively simply stated. On one side are those who
believe that federal aid should be limited and selective in terms of
programs and groups receiving support: for example, aid should go to
innovative programs and needy students. The proponents of this view are
generally dissatisfied with the substance of postsecondary education in the
United States. On the other side are those who believe that all federal
aid should go directly to institutions of higher education themselves
without any strings whatsoever. Those who support the latter view are most
concerned with the severe financial strictures which impinge on almost all

*Reprinted from The Journal of Hiqher Education, Vol. 42 (Dec. 1971).
Copyright c 1971 by the Ohio State University Press. All Rights Reserved.

o/



institutions of higher education in the United States and who are especially
sensitive to the threat to institutional autonomy from federal interference.

At the risk of oversimplifying actual positions, it can be said that
the first position is advocated by the Nixon Administration and is the
general principle of the Senate bill dealing with higher education, S659.
And the second position is that of the higher education establishment (the
American Council on Education and friends) and is encapsulated in the House
Bill, HR 7248. However, it is important to note that differences on the
issues do not follow simple party divisions. And both bills contain a
number of complex provisions which would belie my simple dichotomy; yet the
argument in the Conference Committee will probably be between the two
general positions articulated here.

I would argue that the second best possibility for the solvency,
integrity, and reform of higher education in the United States during the
next decade would be a 6ompromise between the two positions. The best
possibility would, of course, be to adopt the policy suggestions suggested
in the attached article. Yet, if one cannot have the ideal, then a
compromise between the two positions would be best. A bill which included
elements of selective financial support and also general institutional
funding would be far stronger than a bill which gave either side of the
controversy everything it wanted.

A compromise position would be quite consistent with the overall
approach recommended in the article: a combination of formulas for federal
support is necessary in order to protect and enhance the various interests

public and institutional at stake in federal relations with
institutions of higher education. The federal government must encourage
innovation and promote equal educational opportunity; however, it must
also provide funds to deal with the broad range of problems which each and
every institution of higher education in the United States must face and do
so in a manner which protects institutional independence.

One element in the Nixon Administration approach and especially
emphasized in the Senate bill, which I did not adequately stress in the
attached article, is the placing of highest priority on aiding low income
students. Any federal r’ole in higher education must concentrate on aiding
the neediest students. However, having said this, it is not helpful to
use this argument as a justification for not providing general institutional
aid, for one cannot assume that the student market’s information system
will allow it to make decisions which enhance the various iqterests which we
look to institutions of higher education to promote; for example, there
is no reason to expect the student market to respond either to the education-
al or research needs at the frontiers of knowledge or the need for maintain-
ing continuity of less popular programs (e.g. classical languages and
medieval history). Discretionary funds in the hands of institutions ought
to allow the colleges, universities, and technical schools best 0 respond
o both local and national needs.
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Neither the House nor the Senate bill adequately deals with the problem
of institutionalizing federal aid to higher education. Within the bills a
number of different commissions, new units within the Office of Education,
and long term studies are recommended. The Senate Bill suggests: an
Advisory Council on Developing Institutions, a National Foundation for
Postsecondary Education, a community colleges unit within the Office of
Education, a study of higher education finance for institutions in distress,
and a study of governmental support for post secondary education. The
House Bill recommends: a National Commission on the Financing of Post-
secondary Education; a National Advisory Council on Educational Research
and Development, a National Advisory Council on Ethnic Studies, and a
Council on Higher Education Relief Assistance. Both bills also suggest a
National Institute of Education for educational research and a National
Student Loan Marketing Board. Something for everyone, but each activity
separate and apart.

Interestingly both House and Senate Bills recommend the development of
state higher education planning agencies, although there is little
prescriptive detail provided.

Yet there is no attempt to organize a federal planning agency which
combines the planning function with actual authority over money and programs,
which is the major recommendation of the attached article. Instead, both
bills recommend a proliferation of advisory agencies with no real power and
no real thought to guaranteeing their representative character. So the
institutional framework for the planning and delivery of federal aid is the
weakest aspect of both bills.

PstsendadYuAs I say in the article, the National Foundation for cation,
which is proposed by the Nixon Administration and the Senate Bill, is an
important step along the road toward rationalizing higher education policy
development in the federal government. However, this proposal has its
drawbacks, on which I comment in the article. Instead of restricting this
agency to acting like a philanthropic foundation, I would channel all higher
education aid programs through it and would argue that its funds for
innovation be enlarged and it be encouraged to support not only particular
programs but also whole institutimns on a continuing and long term basis.
Then the National Foundation would become a much more effective institution
playing an important role in American higher education.

If the National Foundation were to become more like my National
University Grants Foundation, I would strongly argue that its proposed
part-time board appointed by the President should be changed to guarantee
representation from especially interested and public constituencies. A
design not unlike that of the Wages Board of Nixon’s New Economic Policy,
Phase II, related to the representation needs of higher education might be
appropriate. The attached article contains detailed suggestions in this
regard.



Another approach to the institutional problems analyzed here is
Senator Mathias’s (R.Md.) Bill $2195, which suggests a National Grants
Committee for Hgher Education. The details of his proposals differ from
mine and I would still defend my specific recommendations but his
bill also recommends state grants committees to assist the national grants
agency. The Conference Committee would do well to look at Senator Mathias’s
Bill for a preferable way of packaging the aid formula finally selected and
also for amending the House and Senate suggestions for state planning
agencies.

One final institutional shortcoming deserves some comment: the Senate
Bill enhances the power of the Commissioner of Education by a reform of the
Office of Education, while the House Bill attempts to minimize his power.
This trend is especially evident in the differing suggestions about the

placement of the National Institute of Education which is to become the
major educational research agency in the Federal Government; the House
wants to make its director coequal with the Commissioner of Education; the
Senate Bill has the director report to the Commissioner.

Should some coherent organization for federal aid to higher education
emerge, the issue of placement in regard to it would be similar to that
involving the National Institute of Education.

In the attached article I am ambivalent about this issue. I lean
toward placing a national grant making agency for higher education in a
position outside of the jurisdiction of the Commissioner and reporting
directly to the Secretary and the President. The political and institution-
al facts of life in Washington at this point in history force me to take
this position. However, I have come to believe that the long range policy
implications of this position are quite unsatisfactory on two grounds:
first, because one of the most important impediments standing in the way
of creative solutions to educational problems in general is the insularity
of various sectors and agencies of education, which any separation of a
postsecondary foundation would tend to exacerbate (more on this topic in
future newsletters); second, because any separation of function to enhance
the pursuit of a particular policy goal, whether it be the financing of
higher education or the expediting of educational research, covers up the
continuing lack of educational leadership from the Office of Education.

Fundamental reform of the Office is necessary much more far-reaching
than that in the Senate Bill and piece-meal hiving-off of functions does

a diservice to the overall reform of the Office and of education. An

analysis of the problems of the Office of Education and the Commissioner’s

role cannot be attempted here. However, the ,existence of the problems must

be considered in the recommendations about placement of new educatinnal

agencies in the federal government.

My present conclusion is that temporarily a higher education agency
(and also the National Institute of Education) must be given a status
independent of the Office of Education, but the next immediate task is to
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reform the Office and the Commissioner’s role so that one can encourage the
reintegration of all educational activities into one general administrative
unit, which would be organized in such a way as to decentralize authority
where necessary and appropriate as in the case of higher education
funding and educational research and at the same time to free the
Commissioner for vigorous educational leadership. With this need for
future reform in mind, it would be helpful if the Conference Committee on
the higher education bills would write in the possibility for review and
limit any decisions in regard to placement of new agencies to no more than
two fiscal years.

The Conference Committee has a unique opportunity to affect the future
of American higher education for the next decade. The implications of its
decisions will be so far ranging that we must hope the short-range interests
of competing groups will not blind the committee to the challenge and
opportunity.

This letter is necessarily fragmented and incomplete--both time and
space conspire to restrict the scope of my analysis of the bills before
the Conference Committee. But perhaps the attached article and these
additional comments may add something to the considerations and to your
understanding of the dimensions of the debate.

Sincerely,

Irving J. Spitzberg, Jr.

Received in New York on January 4, 1972.
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