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ACADEMIC SOLUTIONS

[Jnit

Bringing New Freedom of
Expression to the College Faculty

ADS-90-1B

The IBM Advanced Academic System can free
you to do what you do best: impart knowledge
to your students.

The IBM Advanced Academic System

You can compose and design your own lectures
and course materials—even add animation to
stimulate interest and understanding. You

Designed for ease of use

Built-in tutorials and faculty-written exam-
ples free you from a long learning process.
Easily recognizable icons eliminate the need
to type commands. You simply point your
mouse to select and move through programs.
The Advanced Academic System is avail-
able with three models of the IBM Personal

System/2®: Model 70 (121),
Model 55 SX (061) and the
portable Model P70 (121).
Each model comes
preloaded with many
software programs
including Microsoft®
Windows™ 3.0 and
Asymetrix Tool-
Book.™ Each PS/2®

can create imaginative literature for class or

Population by State

model features a mouse,

high-speed processing, large memory and
high-capacity storage.

We have listened to the needs of college
faculty and the result is a personal computer
solution that is focused on the tasks of higher
education. It means new freedom to express
your ideas more clearly, more forcefully and
more effectively. For information, visit
your campus location or call

1 800 »525—4738 for a brochure.

administrative needs with the systems graphics
and desktop publishing capabilities. You can
create an interactive environment with the
system’ Classroom Presentation Option. By
means of student response keypads, your class
can react to questions or discussion points
projected on a screen. From research to
classroom lectures, from
grading papers to ad-
ministrative and personal
tasks, the system can
help you be more pro- ¢
ductive and creative.

®IBM, Personal System/2 and PS/2 are registered trademarks of International Business Machines Corporation. Microsoft is a registered trademark of
Microsoft Corporation. ™Windows is a trademark of Microsoft Corporation. ToolBook is a trademark of Asymetrix Corporation.

This offer is available only to qualified institutions and their facuilty, staff and students who purchase IBM PS/2 s through participating campus locations.
Orders are subject to availability. IBM may withdraw this offer at any time without notice.

©IBM Corporation 1990




- For half of a decade
we've helped thousands
of people attend school.

This year TERI® (The Education Resources Institute®) cele-

brates five years of helping people attend school by provid-
ing innovative information services and affordable loan
programs for undergraduate and graduate study. Students
and families may borrow $2,000 to $20,000 per year, and
take up to 20 years to repay. In addition, we've designed a
new product called the TERI Tuition Payment Plan® to
help families budget any portion of their annual education
costs over an entire academic year. For information on any
of our programs, call or write:

The Education Resources Institute
330 Stuart Street ¢ Suite 500 e Boston, MA 02116

1-800-255-TERI
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Massachusetts Higher Education

Assistance Corporation

Administering - the federal student and parent
loan programs: Stafford, SLS and PLUS.

Offering - FASTAP, a student loan processing
system that is one of the most advanced
processing systems in the country designed to
offer speed and accuracy.

Providing - technical assistance and training
programs to schools and lenders.

Sponsoring - The Massachusetts Loan Coun-
seling Task Force; providing loan counseling
materials and developing default prevention
and reduction strategies.

Listening - to customer needs and suggestions.
Call the Central Information Department at
(617) 426-9796, 1-800-322-0888 (in-state) or
1-800-832-2030 (out-of-state).

"An investment in knowledge always pays the best interest."

---- Benjamin Franklin

Massachusetts Higher Education Assistance Corporation

330 Stuart Street, Boston, Massachusetts 02116




Q:What Does

NSPRAIERAASAERDI

Spell?

These letters represent several edu-
A: cational organizations that actively
support our American educational system.

‘What do each of these groups have in com-
mon with The ServiceMaster Company? To-
gether, their commitment, dedication, and
inspiring leadership are making a difference in
education today.

NSPRA, The National School Public Rela-
tions Association developed the Flag of Learn-
ing and Liberty which symbolizes the link
between education and the democratic way of
life. In promoting this symbol, ServiceMaster
assists in developing public awareness of the
importance of the key foundations of education:
high expectations and effective teaching, as
they relate to our economic well-being and
future as a nation.

IER, The Institute for Educational Re-
search, is a non-profit consortium of school
systems and agencies
that have provided cus-
tomized research and
creative solutions to the
education community
for the past 25 years.
ServiceMaster proudly
supports IER through
the funding and distri-
bution of practical, stu-
dent-oriented,self-help
brochures.

AASA, The Ameri-
can Association of
School Administra-
tors, and The Service-
Master Company devel-

oped the prestigious National Superintendent
of the Year Program which highlights the out-
standing contributions of superintendents in
our public schools. This program honors the
dedication of these men and women who pro-
vide an inspiring example for our children.

ERDI, The Education Research and Devel-
opment Institute initiated, funded and devel-
oped by ServiceMaster, is a unique organization
that provides a “Think Tank” forum for progres-
sive educators and Fortune 500 companies.
Superintendent members share working knowl-
edge about today’s educational needs and, in
turn, gain access to corporate leaders. This
beneficial partnership provides refined prod-
ucts and services for the children in America’s
schools.

ServiceMaster is privileged to provide Man-
agement Support Services to over 500 schools
and colleges in the areas of: o Plant Operations
and Maintenance
o Custodial o Grounds
Care o Food Service
and o Pest Control.

It is the goal of
ServiceMaster to
provide the extra
time that will allow
educators to concen-
trate on their most
important task...
educating America’s
youth; for it is
through education
that today’s student
will grow to become
tomorrow’s leader:

ServiceMASTER.

Better Schools for Better Tomorrows

ServiceMaster East Management Services
983 Old Eagle School Road
Wayne, Pennsylvania 19087

215-687-6950

©1990 The ServiceMaster Company L.P.

Printed in the U.S.A.
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Fidelity Investments
The Innovative Leader in

Retirement Plan Services
for Colleges and Universities

For over forty years, Fidelity Investments
has been recognized as an innovative leader
in the area of investment management and
customer service. Fidelity offers the broadest
range of professionally managed mutual funds
as investment options for college and univer-
sity retirement plans across the country. And,
we provide turnkey participant recordkeeping
services and employee communications
support.

To learn more about offering Fidelity’s
retirement plan services for your college or
university, including our 401(a) prototype
plan, contact Thomas T. Bieniek, Senior Vice

President, at 1-800-345-5033 extension 5643.

Fidelity Investments
Institutional Services

TAX-EXEMPT SERVICES DIVISION

5i Fidelity Distributors Corp. (General Distribution Agent), 82 Devonshire St., Boston, MA 02109
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he “cover stories” in this issue of Connection focus on New England’s
economy — its downturn and its possible resurgence.

As Connection went to press, American warplanes were bombarding Iraq
and Israeli citizens were taking gas masks to bed with them. Many American
families faced the prospect of a father or a mother or a son or a daughter
being killed in the fighting.

Back in New England, people went to work as usual — but there was less
work to go to. Unemployment had risen sharply over the past year.

Buses, trains and taxis were running on schedule — but they were running
on gasoline, coughing soot into the air and adding to our dependence on
imported oil.

Airplanes were flying too — but airports were gridlocked. A report by The
New England Council found that the region’s businesses would have trouble
competing in international markets unless another major airport were built.

People took time to do their normal banking business — but many banks
were on the verge of collapse. Several in Rhode Island were shut for lack of
trustworthy deposit insurance.

Teachers were helping students cope with the war — but some of the
discussions took place in “portable classrooms,” led by underpaid teachers
and aimed at underfed, underloved kids.

Television was carrying reports of the combat success of New England-
made high-tech weaponry — but many New England high-tech firms were
using euphemisms worthy of the Pentagon to say they were cutting their
workforces.

Academics were being tapped for their expert opinions on all angles of the
war — but every New England state government was considering cuts in
public funding of higher education and student scholarships. Many talented
faculty members had already fled the region for states where public higher
education commanded more fiscal respect.

Older people offered thoughts on wars past — but care for the elderly, like
public safety and programs for the disadvantaged, were targeted for
“downsizing” as the six states tried to address a cumulative budget shortfall in
excess of $2 billion. Congressional budget specialists said the war could cost
between 14 and 50 times that much, depending on how long it lasts.

In most places, people observed Martin Luther King’s birthday — burt 22
years after King preached peace and racial justice, data showed that Black
Americans were over-represented in the fighting force and under-represented
among recipients of advanced degrees at New England colleges and
universities.

Boston apartment-dwellers were presumably safe from missile attacks —
but not from evictions, which reportedly increased 70 percent during the past
year largely because of the economic downturn.

It is true that all the bad economic news imaginable doesn’t inspire the
nausea brought on by live television coverage of an air raid; nor is a
prescription for economic resurgence as compelling as a plan for peace.

But there is indeed an urgency to the collection of essays that appears in
the “Roads to Recovery” section of this issue of Connection. For New
England, by many accounts, is in the depths of a protracted recession whose
casualties are jobs, homes, living standards and technological progress. We are
grateful to our contributors for so eloquently defining the problem and
offering solutions. 0

Jobhn O. Harney is editor of Connection.
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Grateful Alumn

It would be a good catch for any college
development office, but Tim Joukowsky’s
$1 million gift to Hampshire College in
Massachusetts stands out. Reason: Hamp-
shire has just turned 20 years old, and that
means the oldest alumni are under age 40
— hardly prime candidates for major do-
nations.

Joukowsky, who chairs the Cambridge-
based Highland Financial Group, an in-
vestment and management-training firm
that specializes in environmentally sound
companies, credits Hampshire with the
skills and social concerns vital to Highland’s
success. That, the 1986 graduate and his
family decided, is worth $1 million over
10 years for the college’s endowment and
operating fund.

Hampshire development officials —
generally more dependent on parents and
friends than their counterparts at older col-
leges — are hoping other young alumns
will follow Joukowsky’s example. “We
don’t have the distinguished elderly gen-
tleman whose family went to Hampshire
for eight generations,” says college
spokeswoman Ellen LaFleche.

What Fat?

During the past two years, blaming Mas-
sachusetts’ fiscal problems on anything oth-
er than government waste seemed a sure-
fire way to win classification as a political
“hack.” That was before the independent
and authoritative Federal Reserve Bank of
Boston added its voice to the debate.

The Fed’s 360-page report, Massachusetts
in the 1990s: The Role of State Government,
released in December, concludes that Mas-
sachusetts “has been spending revenues on
activities that many, if not most, voters
would consider worthwhile.”

The predicament facing the state, ac-
cording to the Fed, is that “while strong
revenue growth during the prosperous
1980s permitted the state to spend liber-
ally while taxing conservatively, the econ-
omy has slowed and these divergent poli-
cies toward spending and taxes can no
longer persist.”

On the subject of public higher educa-
tion, however, the report sends a mixed
message. “Some inefficiencies do exist in
state government and they should defi-

NEW ENGLAND LAND GRANTS

Tuition and Fees

Land Grants: Going Up

The average 5-percent to 8-percent rise in U.S. college costs that grabbed head-
lines last fall pales in comparison with 1990-91 tuition and fee hikes at New Eng-
land’s land-grant universities.

On average, the region’s land grants raised tuition and fees by 16 percent for state
residents and 13 percent for out-of-state students over academic year 1989-90.
While the University of Massachusetts at Amherst’'s whopping 30-percent increase
for state residents skews the average, the hikes are raising concerns across the region.

University of New Hampshire President Dale F. Nitzschke says an 18-percent
increase in tuition and fees is partly to blame for the university’s first enrollment
drop in several years.

“I suspect we're getting close to the point where access is going to be a real
problem,” says Nitzschke. “We are pricing ourselves slowly but surely out of the
competitive marketplace.”

Even before the 1990-91 hikes, New England’s land-grants charged higher tw-
ition and fees — $2,870 on average in 1989-90 — than their counterparts na-
tionally, which charged an average of $1,826.

But from a competitive standpoint, the threat to New England land grants is not
other land grants, but private colleges. “When you look at the out-of-state tu-
itions for some of these institutions, they’re beginning to get into the range of some
of the real quality independent institutions in the area and nationally,” says Neil R.
Wylie, executive officer of the New England land grants” Council of Presidents.

Higher-education officials in several New England states are pondering tuition
hikes in the range of 7 percent for next year, but actual increases are likely to be high-
er if the states continue to bleed red ink.

nitely be eliminated ... The number of in-
stitutions of higher education could be con-
solidated and administrative staff elimi-
nated,” the Fed says in its overview.

But in one of the few other references to
public higher ed, the report notes, “Of all
the categories [of state and local govern-
ment employees], only higher-education
salaries were below the national average ...
Ower the past two years, Massachusetts ap-
propriations for higher education have
fallen off by 20 percent, resulting in the
most precipitous rate of decline among the

[50] states.”

A Fed official says consolidation of cam-
puses “is an example of something that
might be investigated, but not something
we spent time” exploring.

Still, the reference to consolidation irks
some higher-ed officials. “I have no com-
plaints with finding more efficiencies,” says
Holyoke Community College President
David Bartley. “But [as] Harry Truman
said, T'm from Missouri. Show me.” State
where the consolidation should be. Which

schools do you want to close?”
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Mass. Independents Ready

Last year’s 24-percent cut in Mas-
sachusetts scholarship funds for students
atindependent institutions gave the state’s
private colleges and universities a taste of
the bitter budget medicine mostly reserved
for public higher education.

To avoid a repeat, the independents —
which receive more than half of state schol-
arship money — are turning to a seem-
ingly unassuming brochure that portrays
the state’s private higher-ed enterprise as
an economic giant, creating jobs and of-
fering minorities the key to advancement.

Fact File 1990-91, published by the As-
sociation of Independent Colleges and
Universities in Massachusetts (AICUM),
says Massachusetts independents employ
118,400 full- and part-time workers, in-
cluding employed students; create 77,500
jobs in other economic sectors; spend as
much as $345 million on new plant and
equipment; and spread more than $8 bil-
lion in direct and indirect economic ben-
efits throughout the Commmonwealth.

AICUM hopes the Fact Filewill be a
powerful letter of introduction to the Bay
State’s new governor, House speaker,
House Ways and Means Committee chair
and House and Senate chairs of the Legis-
lature’s Joint Committee on Education.
“It’s not just that we have the general ap-
propriations problem to contend with,”
says AICUM President Clare Cotton.

“There’s a brand new cast of characters.”

Defying Enrollment Odds

Freshman enrollment is down on most
New England campuses this year, thanks
to New England’s shrinking college-age
population — 12 percent fewer high-
school graduates in 1990 than two years
before. But the baby bust hasn’t prevent-
ed an enrollment boom for some admis-
sions offices.

Among the success stories, Colby-Sawyer
College in New Hampshire, in its first fall
admitting male students, received a record-
breaking 1,035 applications for its enter-
ing class— a 115-percent increase over the
previous fall. Total fall enrollment reached
520, up 21 percent from last year.

At Quinnipiac College in Connecti-
cut, applications rose 28 percent over fall
1989; enrollment was up 5 percent.

The University of Hartford recorded its
largest-ever full-time undergraduate en-
rollment in the fall, with 4,430 students,
including a record-high entering class of
freshmen and transfer students. Total en-
rollment was up 5 percent from last fall.

Bad Press
As if a decline in college-age students

~ weren’t enough, admissions officers at some

New England colleges are also fighting a
battle against bad press.

At Wesleyan University, local media cov-
erage of a campus firebombing and the
murder of a student activist is partly to
blame for a dip in the percentage of Con-
necticut residents who accepted Wesleyan’s
offer of admission, campus officials say.
Last fall, Wesleyan’s yield of students from
Connecticut fell to 35 percent, down from
55 percent a year earlier.

In Boston, meanwhile, Northeastern
University officials say a surge in the city’s
murder rate contributed to the university’s
28-percent drop in freshman enrollment
last fall.

Dartmouth College may be the latest
victim of negative publicity. Last fall, the
off-campus Dartmouth Review earned the
college a flood of bad press nationally when
aquote from Hiter’s Mein Kampf was in-
serted into the paper’s masthead.

More than 300 Dartmouth students vis-
ited high schools in their communities
during the Thanksgiving and Christmas
breaks in an effort to dispel the perception
that the Review s a college paper.

BU in Chelsea

Boston University has received mixed
reviews for its management of the Chelsea
(Mass.) Public Schools.

While the first year of the 10-year man-
agement contract saw major changes in
school administration and curriculum as
well as the introduction of health and child-
care programs, BU’s top-down manage-
ment style and inability to reach a $3 mil-
lion fundraising goal have drawn criticism
from a school committee and parents who
feel left out of the process.

In November, the state panel formed to
oversee the partnership acknowledged the

university’s accomplishments but brand-

ed BU’s attitude toward Chelsea parents
and minority groups “arrogant and de-
valuing,”

Upin Ams

College officials remain in an uproar over
the U.S. Department of Education’s ever-
changing policy limiting minority schol-
arships at schools receiving federal funds.

The first policy change — which pro-
hibited such scholarships — came after or-
ganizers of Arizona’s Fiesta Bowl were in-
formed their plans to contribute $100,000
for minority scholarships to the colleges
participating in this year’s Bowl would be
illegal. Michael L. Williams, the depart-
ment’s assistant secretary for civil rights,
called scholarships earmarked specifically
for minority students “race-exclusive” and
therefore illegal under the Civil Rights
Act of 1964.

That announcement was assailed by ed-
ucators, students and even the White
House, which appeared caught off guard
by the policy change. After several days
of White House review, Williams “clari-
fied” the new policy, saying that while col-
leges could still use money from private
sources for minority scholarships, they
could not use funds from their general
operating budgets for that purpose. In ad-
dition, only those scholarships based sole-
ly on race would be prohibited under the
new policy, which would not go into ef-
fect until 1994.

The clarification has done little to dis-
pel the confusion. While few scholarships
are based on race with no consideration of
need or academic merit, some campuses
provide such aid as part of their efforts to
increase minority enrollment and ethnic
diversity.

“I think this will have a negative im-
pact on those private, more expensive col-
leges that are proactively trying to recruit
more minority students,” says Wilson Lu-
na, director of financial aid at Greater New
Haven State Technical College.

Also uncertain is the effect the ruling will
have on middle-class minority students,
whose enrollment rates have plummeted
in the past 15 years. “They’ll probably be
affected the most,” Luna says. “The high-
er the income level, the less chance there is

of getting federal financial assistance.”
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We'd like to show you a path
that often holds the greatest reward.

Rewarding careers for people who care.

Down the road a few years from now, you're
going to be glad you chose a career path today
that’s right in the heart of Boston. It's Northeastern
University’s Boston-Bouvé College of Human
Development Professions —the smart choice that
leads to a greater reward for people who really
care.

The graduate programs offered by Boston-
Bouvé College provide you with a wide range of
career opportunities in health, sport, and leisure
studies, rehabilitation, counseling, communication
disorders, and education.

Our faculty have received national and inter-
national recognition for their research, teaching
and service to others and to their profession.
Boston-Bouvé College has well-established clinical
affiliations with some of Boston’s leading medical,
educational and research facilities.

Study may lead to a master’s degree, certifi-
cate of advanced graduate study (CAGS), or doc-
toral degree. Most programs are offered on a
part-time as well as full-time basis, combining
classroom theory with practical hands-on experi-
ence. Courses meet in the late afternoon and early
evening, so students can continue to work.

Graduate programs are offered in the follow-
ing areas:

Audiology
Clinical Exercise Physiology

College Student Personnel Work
& Counseling

Consulting Teacher of Reading
Counseling Psychology
Curriculum & Instruction
Educational Research

Human Development

Human Resource Counseling
Human Services Specialist
Recreation, Sport & Fitness Management
Rehabilitation Counseling
School Counseling
School Adjustment Counseling
School Psychology
Speech-Language Pathology
Special Education
Teacher Preparation
Call (617) 437-2708, or write Graduate School,
Boston-Bouvé College of Human Development
Professions, 107 Dockser Hall, Northeastern Uni-

versity, Boston, MA 02115. Because some of life’s
greatest rewards come to those who care.

Boston-Bouvé
College

Northeastern
University

An equal opportunity/affirmative action university.




The Short Course
Copuecally for founts

Do You  With the cost of higher education on the rise, and the availability of federal aid increasingly restrictive, many
middle and upper income parents are concerned about their ability to fund their child’s college education.
Need It? _ . .
Over the last few years supplemental education loan programs have been introduced as an alternative for
Chapter  students and families whose income bracket or assets disqualify them from using federally supported loans.
In the case of parents who have more than one child going to college, it is often difficult to pull together the

necessary funds from savings or monthly income to cover education expenses. This is where supplemental loan
programs can help greatly in financing college costs.

There are currently several supplemental education loan programs available throughout the country, sponsored
by various groups including state agencies, nonprofit corporations, lending institutions, and colleges and
universities.

What To  Supplemental loans vary in many ways, but generally they include the following elements:

Look For 1. Eligibility is based on creditworthiness, not financial need; in other words, there are no upper restrictions
on income;
Chapter 2. Loan limits are generally higher than federal student loan programs. Many supplemental loans allow
applicants to borrow up to $15,000 or $20,000 a year;
3. Repayment periods are also generally longer than federal loan terms. Many supplemental loans offer
repayment periods up to 15 or 20 years, depending on the amount borrowed,;

4. Interest rates, although higher than federal student loans, are usually lower than many consumer loans;

5. Although some supplemental loan programs have limited availability in certain states, many of these loans
are available nationwide and can be used at any accredited degree-granting college or university;

6. Some supplemental loans also give borrowers the option to defer principal payments while the student is
enrolled in college, and pay interest only;

7. Like most consumer loans, borrowers can make fixed monthly payments on supplemental loans. This is a
more manageable alternative for parents who have a difficult time paying two or three large tuition bills
every year. Most supplemental loans use bond issues or other private funding sources to finance their
programs rather than using any federal monies.

Where To There are many different sources that a parent or student can use to find out about supplemental loan programs.
One of the best resources is the college or university at which the student has been accepted or may be enrolled
Look at some future date. Most colleges and universities have publications available on the types of student financial
aid programs that they offer, including federal, state, private supplemental, and institutional aid (aid that the
Chapter p
college or university offers apart from other programs).

Another source of information on supplemental Ioans may be your public library. Many libraries have estab-
lished extensive resources on the different types of financial aid available, including supplemental loans. Librar-
ies will also have financial aid resource books that list sources of aid by geographic area, institution type and
other factors.

Your state Board of Higher Education or Department of Education are other resources to contact for supple-
mental loan information. They will be able to tell you if there are any state or privately sponsored loan pro-
grams that offer non-need based aid for higher education in your area.

Finally, your high school guidance counselors may be another resource to contact for supplemental loan and
other financial aid information. More and more high schools are beginning to sponsor financial aid awareness
nights for parents. If your child’s high school offers such an awareness presentation in the future, it’s a good idea
to attend for more information concerning state or region specific supplemental loan programs that will fulfill
your college financing requirements.

ADVERTISEMENT © Nellie Mae, Inc. 1



In College Financing

From Nellie Mae

Supplemental Education Loans 101

After you have gathered information on various supplemental loan programs, how do you decide which one is
ow io Y ) g y

both the best and the least expensive option for you? Here are some of the factors which you can compare when
Compare 1ooking at supplemental education loans:

Chapter

—

Interest rates should be compared. Find out what the interest rates are based on. Most programs base their
rates on the prime lending rate, Treasury Bill rate, or commercial paper or bond issue rates. Also be sure to
look at what kind of interest rate the supplemental loans offer, which will be either a variable rate or a fixed
rate (some programs offer both variable and fixed rate options).

2. Look at the repayment terms on the loan and choose a program that will fit in best with your monthly
budget. Check if the supplemental loan programs offer any principal deferment options which may help ease
cash flow during the student’s in-school period.

3. Most supplemental loans have upfront fees such as an application fee, guarantee fee, insurance fee or
origination fee. When making your comparisons, look at the fees that each charge and add these into your
loan cost calculation. An application fee is usually paid at the time the application is sent in and isn’t
refunded if the loan is denied. Application fees usually run between $30 and $50. Guarantee, insurance and
origination fees are charged on a percentage basis on the total amount borrowed, and are usually from 1 to
8 percent. These fees are paid only on approved loans and can sometimes be borrowed in addition to the
approved annual loan amount. :

4. Another factor you can use to compare supplemental loans is the set of credit guidelines that each program
has established. Eligibility for supplemental loans is usually based on the creditworthiness of the potential
borrower, which is judged on the applicant’s debt to income ratio. It’s always a good idea to contact the loan
program’s customer service representatives if you’re not sure what types of monthly expenses the program
considers when calculating the debt to income ratio.

5. Lastly, look at any special options that supplemental loan programs might offer. For example, some pro-
grams have options like a line of credit; the ability to secure the loan with a home mortgage and benefit from
tax savings; or use of a tuition prepayment plan, whereby a parent can pay a college or university upfront for
several years’ costs and avoid year to year tuition increases. If any of the special options fit your needs better
than a regular annual loan, you may want to consider this when making your decision on the best supple-
mental loan program for you.

For More Information
For more information about supplemental loans or ordering copies of "The Short Course in College Financing",
please call Nellie Mae's Marketing Department at 1-800-EDU-LOAN or 617-849-1325.

Nellie Mae
A National Leader in Higher Education Financing

For more information please complete this request card and place in a stamped envelope. Mail to:
Nellie Mae, Supplemental Education Loans, 50 Braintree Hill Park, Suite 300, Braintree, MA 02184

/ YES ¢ Lam interested in receiving more information about Nellie Mae’s
® Supplemental Education Loan Program.
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Reviewing
Reauthorization

TERRY W.HARTLE

quarter-century ago, Congress en-
acted the landmark Higher
Education Act. Among its many
programs, this legislation autho-
rized grants, loans and work-assistance pro-
grams to help students and their families
meet college costs. In the years since its en-
actment, millions of students have benefit-
ed from the programs created by this legis-
lation.
Periodically, Congress must
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administration is sympathetic toward fed-
eral initiatives in this area, and Congress
and the higher-education associations are
optimistic that this will be a collaborative
venture. It remains to be seen whether the
Bush administration will make this a ma-
jor priority.

In addition, the federal budget deficit will
limit the ability to increase funding for ex-
isting or new initiatives. Even more omi-
nous, last year’s Omnibus Budget
Reconciliation Act restricts legislative op-
tions to expand higher-education programs.

Regardless of the political considerations
and budgetary uncertainty, at the heart of
the reauthorization debate will be changes
in the student-aid programs authorized un-
der Title IV of the Act. At the present time,
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Congress will revise the 450-page law. But
several themes already have attracted atten-
tion and certainly must be addressed. These
include: the imbalance between grants and
loans, the integrity of the student-loan pro-
gram and the incredible complexity of the
student-aid process.

Shift toward loans

The growing imbalance between grants
and loans has troubled policymakers and ed-
ucators for at least a decade. In 1975, grants
accounted for 80 percent of all student aid;
loans accounted for 17 percent. By 1989,
grants accounted for only 49 percent, while
loans had increased to 48 percent.

There is widespread fear that the shift
toward loans discourages some students from
pursuing a postsecondary ed-

review the operation of the
Higher Education Act and
“reauthorize” the law. This pro-
cess is designed to ensure that
the programs are systematical-
ly examined on a regular basis,
evaluated for their effectiveness
and modified to meet changing
circumstances.

Since the Higher Education
Actwas first enacted, there have
been five separate reauthoriza-
tions. The next reauthorization
will take place in the new
Congress. This will be a long,
complicated process that will,

in all likelihood, take almost
two years.

In 1986, when the Higher Education Act was last reauthorized,
the Reagan administration made almost no substantive
contribution to the deliberations. Congress — fearing
administration hostility towards student-aid programs —
enacted a bill that made minimal change in the status quo.

ucation and forces others to
study financially rewarding
subjects so they will be able to
pay off loans. Increased reliance
on loans may also encourage
defaults — because some bor-
rowers do not make enough
money to repay their debts —
and distort or delay personal
decisions about having a fam-
ily and making major con-

sumer purchases.
Higher-education lobbyists
and most members of

Congess believe we should in-
crease federal grant support and

reduce reliance on loans. One

It will be a vitally important
process. Federal student-aid programs make
$10 billion in funds available to students.
Nationwide, almost half the nation’s college
students benefit from federal student aid. At
some institutions — especially private col-
leges, historically Black colleges and some
community colleges — a much higher per-
centage of students depend on this assistance.

As with any legislative effort of this size
and importance, political considerations will
play a central role. One key question is what
the executive branch will do. In 1986, when
the Higher Education Act was last reau-
thorized, the Reagan administration made
almost no substantive contribution to the
deliberations. Congress — fearing adminis-
tration hostility towards student-aid pro-
grams — enacted a bill that made minimal
change in the status quo. This time, the Bush

there are five major student-aid programs:
Pell Grants (named for Rhode Island Sen.
Claiborne Pell, the primary congressional
sponsor of the program); Stafford Student
Loans (named for former Vermont Sen.
Robert Stafford as a tribute to his commit-
ment to student-aid programs); National
Direct Student Loans; College Work Study;
and Supplemental Educational Opportunity
Grants.

Pell Grants go directly to students, who
decide where to spend the money. Stafford
Loans are obtained through private lenders
with a federal loan guarantee in case the bor-
rower defaults. The other three programs are
campus-based: Federal funds are given to in-
stitutions and distributed by the schools to
the students.

Itis impossible to predict at this time how

12 NEW ENGLAND BOARD OF HIGHER EDUCATION

possible way to do this is to
increase the maximum Pell
Grant from its current level of $2,300 to per-
haps $3,000. While this would clearly help
economically disadvantaged students, it
would also be expensive — requiring rough-
ly $2.5 billion in additional funds or a 50-
percent increase in the current Pell fund-
ing level. Also popular are proposals to make
Pell Grants an entitlement. If this approach
were adopted, disadvantaged students would
have much greater certainty about receiving
student aid, because funds would not de-
pend on annual congressional appropria-
tions.

Because policymakers are especially con-
cerned that the shift from grants to loans has
had a pronounced effect on the education-
al aspirations of the most economically dis-
advantaged students, another possible op-
tion is to sharply increase grants for the
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financially neediest students. Still another
suggestion is the proposal to increase grants
and reduce loans for students in their first
two years of college, while reducing the avail-
ability of grants for third- and fourth-year
students. Known as “front-loading,” this
plan could have a negative impact on four-
year colleges and universities and will be
studied very carefully.

Program integrity

A second major theme that will attract the
attention of congressional committees is
the need to restore integrity and account-
ability to the student-loan program. In the
past three years, the media has focused on
the default problem in the Stafford Student
Loan program. The problems are usually il-
lustrated by pointing to the increase in the
amount of federal funds needed to pay off
student-loan defaults. In 1980, the federal
government spent $200 million on student-
loan defaults. In 1991, the bill is likely to be
$2.6 billion.

Some of the increase in default costs comes
from increased lending in the student-loan
program and reduced availability of grants.
The increase is also attributable to the growth
in the number of schools in the program and
the decrease in the oversight of the program
by the federal government in the early and
mid-1980s.

Still another problem is the small num-
ber of schools that are more interested in
making a profit than providing high-quali-
ty education. Congress and the executive
branch have taken several steps to address
the problem. The most notable of these is
the imposition of default-rate triggers, ap-
proved as part of last year’s Omnibus Budget
Reconciliation Act. Schools with student-
loan défault rates above the trigger (35 per-
cent in 1991 and 1992) will be ineligible
to participate in the program. In addition,
the Department of Education has recently
begun to strengthen its regulation and over-
sight of schools in the program.

While these steps are important, Congress
is likely to look at this problem more close-
ly during reauthorization. Several events of
the past two years — the near collapse of the
Higher Education Assistance Foundation,
the nation’s largest guarantor of student loans;
the massive loan collection problems in-
volving the Bank of America; and the fraud-
ulent student-loan activity of the First

Investors Trust Co. — suggest the problems

surrounding the student-loan pro-
gram are much more systemic than
simply a few bad schools and too
many defaults. An extensive set of
congressional hearings held by Sen.
Sam Nunn of Georgia and the
Senate Governmental Affairs
Committee raises a more basic
question: Does the Department of
Education have the administra-
tive capabilities to administer the
program?

The Stafford Loan Program is
huge. Six million students borrow
every year. Roughly 14,000 lenders
make the loans. Students can at-
tend more than 8,000 schools.
There are more than 50 guarantee
agencies and numerous servicers,
processors and other intermediaries.
The Education Department relies
on almost 100 accrediting associa-
tions to approve schools to partic-
ipate in the program.

Running a program of this size
and complexity would be a tall or-
der for any agency. But the
Department of Education has al-
ways been a thinly staffed, low-pres-
tige agency. It does not have the
technical expertise to address the
manifold financial issues that arise
in the program. Its data-processing
capabilities are obsolete. Moreover,
in the 1980s, as the program ex-
panded, the department actually reduced its
oversight activities. Although the number of
institutions participating remained stable be-
tween 1980 and 1987, the number of school
reviews conducted by the Education Depart-
ment fell from 1,058 to 372.

In the past two years, the Education
Department has moved to address these ad-
ministrative shortcomings and the agency
expected to conduct about 1,100 institution
reviews in 1990. But much remains to be
done. It is likely Congress will take a long
and careful look at the administrative ar-
rangements surrounding the student-aid pro-

gram.

Streamlining process

As the reauthorization moves forward,
Congress also may try to streamline and sim-
plify the student-aid application process. For
students and their families, getting student
aid is time-consuming, complicated and
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often incomprehensible. Indeed, the com-
plexity of the process may actually discour-
age participation.

A recent General Accounting Office
(GAO) report analyzed what students and
their families knew about the availability
of student aid. The answer: not much. The
GAO concluded that few families know that
federal student-aid programs are available far
enough in advance to permit them to make
thoughtful plans about postsecondary ed-
ucation opportunities. While a majority of
high-school seniors know student aid is avail-
able, most have only rudimentary informa-
tion about federal programs, including those
for which they might be eligible. Minority
and low-income families — whose need
for the assistance is likely to be the greatest
— know the least about the programs.

A second GAO study analyzed the private
sector’s tuition-guarantee programs such
as Eugene Lang’s “I Have a Dream” initia-
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tive and Boston’s ACCESS program. While
the report did not say definitely that such ef-
forts would work on a nationwide basis, it
did conclude that these programs kept stu-
dents in school and appear to have the po-
tential “to markedly increase motivation and
achievement.”

The implications of these reports are im-
portant. If students and their families learn
about studentaid at an early age — and the
information is supplemented by counseling,
intensive academic help and support services
— we should be able to increase the post-
secondary participation of the economical-
ly disadvantaged.

Increasing the postsecondary attendance
of students from disadvantaged backgrounds
was, of course, the primary goal of the Pell
Grant. Its sponsors believed the program
would provide financially needy students
with a “foundation” that would permit them
to begin planning for college at an early age.
Supplemental services and additional aid
from the campus-based programs were sup-
posed to complete the picture and ensure
that no qualified student was denied an ed-
ucation for lack of funds.

WASHINGTON AN D
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Unfortunately, it has not worked as
planned. Regular proposals to cut student-
aid spending over the last decade, the failure
of the Pell Grant maximum award to keep
pace with inflation, the increased reliance on
student loans and the complexity of the aid
process have undermined the initial goals.

But the central goal of federal student
aid is, if anything, even more important to-
day than it was a decade ago. America’s eco-
nomic growth and social progress in the next
century will depend on the knowledge, skills
and talents of its citizenry. If our colleges are
to meet the nation’s needs, we must have a
carefully designed, effective and well-ad-
ministered set of student-aid programs. The
task of the Higher Education Act reautho-
rization will be to address the shortcom-
ings of current policies in a way that meets
the needs of students, institutions and our
society. Q

Terry W. Hartle is education staff director of
the U.S. Senate Committee on Labor and
Human Resources, chaired by Sen. Edward
Kennedy of Massachusetts.

ENVIRONMENTAL STUDIES
M.S. in Resource Management and
Administration

M.S. in Environmental Studies:
Specializations in Communications,
Administration, or Education

Certification in Biology, General
Science, or Elementary Education

PROFESSIONAL PSYCHOLOGY
M.A. in Counseling Psychology

M.A. in Substance Abuse/Addictions
Counseling

M.A. in Marriage and Family Therapy
M.A. in Dance/Movement Therapy
Psy.D. in Clinical Psychology

For further information contact
our Admissions Office

Roxbury Street

Keene, NH 03431

(603) 357-3122

Antioch New England
Gan Make the Difference

Antioch New England Graduate School's practitioner-oriented programs
provide professional training and accreditation adult learners need to
advance their careers. Choose from masters and doctoral programs in:

MANAGEMENT
M.S. in Management
M.H.S.A. in Human Services Admin.
M.Ed. in Administration and Supervision

EDUCATION

M.Ed. in Elementary/Early Childhood
Education with concentrations in
Integrated Day, Waldorf Teacher
Training, or Science Education

M.Ed. in Foundations of Education
Professional Development Program
for Experienced Educators

Graduate School

14 NEW ENGLAND BOARD OF HIGHER EDUCATION



conomic prognostication is among New England’s few re-

maining growth industries. In the debut issue of the Fed-

eral Reserve Bank of Boston’s Regional Review, the Fed’s

editorial staff suggested the current recession will prove

deeper and decidedly more complex than we yet understand. Oth-
er economic accounts of this complexity followed almost weekly.

The reason for this elaborate series of analyses: The most insti-

tutionally disruptive recession to hit
New England since the 1950s. Year-end
unemployment in the region leaped to
7 percent in 1990 — and joblessness
continues to rise. Between 1990 and

Pride of Institution
and New Englands Resurgence

25 3
LR XS
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John C. Hoy

PER-CAPITA FEDERAL OBLIGATIONS
FOR R&D TO ALL ORGANIZATIONS
DURING THE 1980s

$ Obligation Per Capita

roads to recovery

In the Boston Redevelopment Authority report, The Boston and
Regional Economy into the 1990s: Prospects for Economic Recovery,
economist James M. Howell asserts that higher-education resources,
world-class research facilities, venture capital and highly-skilled work-
ers will drive industries to significant levels of innovation and pro-
ductivity growth in the *90s despite the rapid increase in the region’s
wages, housing prices and cost of doing business during the "80s.

As Ada Focer concluded in a recent
New England Businessarticle: “For four
or five years, economists project that
New England’s economic growth will
be slower than the nation’s as a whole.

1992, New England employment :zg R New England universities and venture
growth could fall to last place among all 350 " \ capitalists have always nurtured inno-
regions in the United States. Business 300 New England _~ \ vators, however, and there is no reason
bankruptcy petitions for 1990 were up 250 ,/_' to think this will change.”

an estimated 100 percent over 1989. 200 — Unfortunately, there is reason to

As 1991 began, dead and mortally
wounded financial institutions littered
the region’s landscape. Our improvi-
dent flagship, the Bank of New Eng-
land, was declared dead, then generously
resuscitated by the Federal Deposit In-
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think this formula, too, will change.
It is simply not true that the dynam-
ics of economic transformation and
increased competition have left New
England’s academic quality and research

powers unscathed.

From 1979 to 1987, per-capita federal research and development
obligations to all New Englémd organizations rose by 90 percent
from $215 to $409. But in 1988, these obligations fell 26 percent
t0 $292 per capita— much of the decrease reflecting declining De-
partment of Defense R&D

surance Corp. Insurance companies, savings and loans and lowly
credit unions became impoverished — all victims of a fever of
speculation and pride in their individual and providential wisdom.
U.S. Sen. John Kerry of Massachusetts put it more bluntly: “We
have been through the greatest greed binge since the 1920s.”

What do we have to show for it? The global reputation — and contracts to the corporate sec-
prideé —_ Elf Nl:w England’s publi;land pri;l;tj Ictorslare in tat- tor. .In(i912(3)2, New Englfat?ld | eeee Massachusetts
ters. Stockbrokers, accountants and lawyers emselves caught received 10.1 percent of the state investment
up in consolidation politics or in the hands of out-placement coun- federal R&D budget. In : ;
selors who have little to offer but the suggestion that Texas is on a 1988, that share dropped to in R&D declined
roll again. Job prospects in New England for 1991 college graduates 6.9 percent. (See Chart 1.) 10 percent n 1989
and new M.B.A.’s, ].D.’s and graduate engineers are grim. College Federal per capita R&D while the 50-state
faculty, deans and presidents are moving elsewhere. obligations to the region’s col-
Th . 3 . . . average rose
ough the prognosticators’ messages vary widely, one luminous leges and universities rose by
jewel in New England’s crown is cited over and over again: the re- 90 percent from $34.03 in 10 percent. Maryla'nd
gion’s unparalleled higher-education institutions and attendant 1979 to $64.79 in 1988. increased R&D
o ofa B of B P Rt ompraatonnll =
e authors of a of Boston report on the state of the region’s tion’s share of total feder . CXTo e s
economy find “ample grounds for optimism,” and cite the num- R&D, however, dropped 14 percent; Virginia,
ber of corporations that choose New England for their headquar- from 12.2 percent in 1984 by 17 percent.
ters because of the region’s higher-education resources and inter- to 10.9 percent in 1988. (See fo e e ]
nationally prominent research base. Chart 2.) <
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In the past decade, states that do not have first-rank universities
and are far less richly supported by federal research and development
grants have demonstrated a stronger commitment to R&D than
New England has. Such states have devoted hundreds of millions of
dollars to strengthening higher education-corporate partnerships
aimed at expanding their R&D capacity.

New England institutions, on the other hand, have consistently
relied upon federal funds.

has provided an impressive level of state resources to match federal
R&D requirements. Result: 25 recent federal “megaprojects” have
been awarded elsewhere. Prospects for state support of such pro-
grams in the next two years appear dim as all six states try to contain
rising deficits.

If state governments are incapable of shouldering a contribu-
tion — and federal technology development funds do not become
available — Yankee ingenuity will become an artifact.

Minor-league state

investment

Today, several undernour-
$ Obligation Per Capita

PER-CAPITA FEDERAL OBLIGATIONS
FOR R&D TO COLLEGES AND UNIVERSITIES
DURING THE 1980s

But New England can retain its recent promi-
nence by increasing its investment in innovation
and keeping in check its historical pride of insti-
tution.

i rams in New
ished state prog 70

England are struggling to make 60

s Investment needed

headway with severely limited | s0

As former Massachusetts Institute of Technolo-

New England /

resources. No New England 0 —

gy President Jerome Weisner pointed out a decade

state has successfully funded a 30

: 20
technology center of national United States

o 10
stature. In addition, the New

a— .
— ago, “The one thing MIT has never been able to
discover is how to mount a program without mon-
»
ey.
86 87 88

England states have neither

funded nor established work- NEW ENGLAND’S

79 80 81 82 83 84 8

New England academic scientists and engineers
can network with business and government to ex-
haustion, but if hard dollar investment is not avail-

ing interstate initiatives to tar- :/; SHARE OF U.S.
get basic or applied re:sea.rch or "
tech-transfer as a regional pri- | 4o
ority. 8
One notable exception is the 6
New England Biotechnology
Cooperative. This cooperative CHART 2
has been formally encouraged

able, the region’s historic international prominence
in creating cutting-edge science and technology will
inevitably decline.

Make no mistake: Research and development in
basic and applied science, technology transfer and
product development cost money. Perhaps the most

by the New England Governors’ Conference, but no funding has
been made available — this, despite clear consensus that the re-
gion holds a commanding lead in biomedical research and biotech
start-ups.

In an exceptionally candid transition report to Massachusetts Gov.
William Weld, the fre-
quently emulated but

consistently underfund-

4044 Per-capita state ed Mfassachnusetts Cen-
investment in New reasol Bl epeniC i
; . . (MCEC) cited the state’s
England higher education recent failure to compete
declined 7 percent between | successfully for any large-

scale, long duration sci-
ence and technology
center projects funded
by the National Science
Foundation and other
federal agencies. The
MCEC could just as
well have been speaking
for all New England.
The chief reason for
this failure: Such federal
awards ranging from $1
million to $4 million a
year frequently require a
significant state match.

No New England state

1989 and 1991 to wind up at
$127 per capita. The U.S.
average rose 12 percent to
$165 per capita. New
England allocations will be
further reduced as a result
of recisions in fiscal 1991
and pmposed cuts in fiscal
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compelling concept to surface in the six guberna-
torial campaigns was Boston University President John Silber’s pledge
to support a $500 million fund for technology development in Mas-
sachusetts. If the six New England states were to raise that figure
to $1 billion, this growing New England-wide problem could be
addressed during the next five years. A six-state New England Tech-
nology Development Corporation with bonding authority would
reach both U.S. and international investors. Such a body — designed
to strategically pursue promising discoveries and processes— would
gain the support of the region’s members of Congress, including 12
well-placed U.S. senators.

In addition, an ironclad commitment to support R&D in both
basic and applied sciences by providing a generous but carefully de-
fined Research and Development Investment Tax Credit is essen-
tial. An R&D tax credit — along with regional matching funds
for R&D — will create a nationally prominent and industrially
attractive base to put New England science and technology back
to work.

With emergency economic “summits” taking place weekly
throughout the six states, a two-day session with the entire con-
gressional delegation on intermediate-term investment is overdue.

Call for collaboration

Interstate — certainly interinstitutional — collaboration could
be the key wedge in prying loose megaprojects for New England.
Indeed, in the face of a worsening regional recession, calls for net-
working and joint enterprise abound.

Unfortunately, institutional collaboration — working jointly with
other sectors especially in an intellectual endeavor — is not a New
England stronggsuit. Several years ago, the late Charles E. Wyzans-



roads to recovery

ki Jr., chief justice of the Federal District Court in Boston,

warned the Harvard University Board of Overseers:
“What will sink New England is the pride of institu-
tions.”

Tufts University President Jean Mayer recalls that
Wyzanksi consistently reminded us that the excellence
of separate institutions did not translate into effective
cooperation in times of difficulty. Wyzanski prodded
and lectured the trial bar and seldom hesitated to scold

4044 In three years, 1988-1990, New England fell from
first to last place among U.S. regions in rate of improvement
in state funding of higher education.

Massachusetts fell to 50th among all states.

New England leaders to look beyond narrow institu-
tional self-interest.

Today, there is some evidence that our states, at least, will heed
that warning, During his campaign, Gov. Bruce Sundlun of Rhode
Island noted the pressing importance of regional collaboration. “New
England states are not competitors in all arenas,” he wrote.

Sundlun continued: “It would make sense for the New Eng-
land states to do several things together: Pool their resources when
lobbying in Washington for help in industries which the states have
in common; create an information base about the performance of
all of our industries; embark on trade missions abroad; and increase
the number of trade offices in key foreign nations.”

Furthermore, there is evidence the six governors have vigorous-
ly cooperated on the bank crisis and that the feud between Mas-
sachusetts and New Hampshire has been ironed

ond most important education issue confronting the region.

The survey clearly captured the mood in 1987 and reflected the
confidence leaders throughout New England felt about addressing
future priorities. Issues such as providing students with global eco-
nomic knowledge, educating more scientists and engineers, ex-
panding basic research collaboration, improving technology trans-
fer, and expanding university-industrial liaison programs were
seen as areas where higher education would have the leading role
in improving America’s international competitiveness.

Massachusetts respondents in particular expressed confidence
in the ability of higher education to provide the educated workers
required by the state’s high-growth, low-unemployment econo-
my. While almost 80 percent of Bay State leaders cited the high cost

of housing as the foremost im-

out by governors William Weld and Judd Gregg.

There is a renewed sense that each state is con-

PER-CAPITA STATE APPROPRIATIONS

pediment to continued economic
expansion, 80 percent also ex-

fronting remarkably similar issues. FOR HIGHER EDUCATION IN NEW ENGLAND pressed a high level of confidence
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year 1992 seemed a manageable

vestment in higher education. (See Chart 3.) 40

timetable for eliminating obsta-

Higher education in New England representsan | 20

cles and pursuing stated goals,
but we did not act.

estimated $12 billion industry with a powerful $30 0
billion indirect impact on the regional economy.
Recognition of the need to invest in the expansion
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New England’s current lack of
confidence in the economy as
well as our stalled capacity to es-

CHART 3

of knowledge, however, is dangerously absent from
the region’s recovery agenda.

The extraordinary concentration of R&D excellence in New Eng-
land has been the basis for attracting able students and retaining su-
perb faculty since World War II. Investment in higher education
and academic R&D provided real long-term return in New Eng-
land. In this recession, protecting what’s left of our states’ commit-
ment to knowledge is essential.

A prescient study

In 1987, the NEBHE Future of New England Survey of 1,000
business, government and academic executives found “improvement
of the public schools” to be the No. 1 public policy priority in each
New England state. The No. 2 priority was maintaining a strong
economy. Throughout New England, leaders viewed reducing
the high-school dropout rate as the region’s most serious educa-
tion and training problem. These executives ranked “enhancing the
problem-solving and analytical skills of the workforce” as the sec-

tablish public priorities is a re-
minder that while survey instruments may turn out to be valid,
the need to keep in touch with public attitudes and the opinion of
leadership groups remains in periods of economic stress as well as
prosperity. A new effort to assess the leading priorities of the pub-
lic will inevitably prove more accurate than the muddled and of-
ten conflicting evidence suggested by economic indicators or spe-
cial interests.

In fact, the education policy priorities revealed as singularly im-
portant in the 1987 survey are, if anything, far more valid today. But
they too may be victims of speculative excess and prideful self-in-
terest. Humbled and alarmed, it is time to get about the painful busi-
ness of investing in those things which did merit our prior attention
and to do so with a shared sense of pride in knowing what comes
first.a

John C. Hoy is president of NEBHE and publisher of Connection.
CONNECTION WINTER 1991 17



New England's Research Economy
Time for a New Model?

niversity-based research and
development — supported
primarily by the federal gov-
ernment — has been credit-
ed with laying much of the foundation
for New England’s high-tech develop-
ment and 1980s prosperity. That's why
the most recent R&D figures from the
federal government are so disturbing.

Total federal R&D obligations to
New England for 1988 — funds to be
awarded over three years— dropped 27
percent from 1987. At the same time,
Massachusetts, New England’s research
powerhouse, dropped to fifth among
the states in federal R&D obligations,
down from the third-place rank the Bay
State held throughout the 1980s.

By the fall of 1990, New England’s
R&D leadership position seemed espe-
cially precarious. In August, the Na-
tional Science Foundation (NSF) had bypassed the Massachusetts
Institute of Technology as the site of a new National High Magnetic
Field Laboratory, instead handing the $60 million project to Flori-
da State University.

But if the facts seem to argue that New England’s university-based
research economy is eroding, it's not — at least not yet.

The 1988 decline in R&D obligations to New England reflects
a decrease in Department of Defense R&D support for New Eng-
land industry. Federal obligations to universities, meanwhile, 77-
creasedby 3 percent. The region’s major research universities remain
among the world’s best, their federal R&D support still sturdy.

Nonetheless, the research capacity of other regions has begun to
expand more rapidly than New England’s. And now New Eng-
landers may find themselves looking to other areas as models.

Research economy’s beginnings

After academic science demonstrated its usefulness to national
causes during World War II, the federal government became the
major player in R&D support. In the years following the war, fed-
eral R&D awards flowed primarily toward two states: California and
Massachusetts.

MIT and the University of California at Berkeley — which led
the pack in federal R&D support — formed quasi-permanent re-
lationships with mission-oriented agencies of the federal govern-
ment. These relationships, in turn, spawned large research labora-
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tories in the two institutions. By the
mid-1950s, prior to the Soviet Union’s
launching of Sputnik, the NSF had
begun to broaden the R&D base. But
the expanding research capacity of uni-
versities in Massachusetts and Califor-
nia helped to generate a critical mass of
entrepreneurs, sparking high-tech in-
dustrial development in both places
during the 1970s.

In the early 1980s, as much of the
country was reeling from a national
recession, New England and Califor-
nia went virtually unscathed, thanks
largely to their sophisticated research
economies. Hard-hit states such as
Pennsylvania, Texas, Illinois and Ohio
began to nurture university R&D to
reverse economic decline. Other states
such as Florida were also taking steps
to attract research dollars. Upon which
states did these newcomers base their models? California and Mas-
sachusetts, where university-based R&D had played a key role in
high-tech development.

Yet, there was a subtle — though powerful — difference in the
models developed by the newcomers. While much of New Eng-
land’s high-tech development resulted from informal relationships
between business, government and higher education, the low-tech
states were crafting formal policies to nurture R&D and promote
high-tech. Leaders of business, government and higher education
and industrial developers in these states realized economic well-be-
ing was a shared responsibility. The economic health of each sec-
tor would improve or stagnate in unison.

By the late 1980s, unemployment was rising in New England and
dropping in many of the states that had responded to the recession
of the early 1980s with formal efforts to encourage high-tech growth.

Industrial competitiveness

During the same period, “industrial competitiveness” had become
a national priority. The NSF began to change the way it awards funds
in an effort to further expand and diversify the R&D economy —
to the benefit of the high-tech newcomers.

NSF further dispersed its awards beyond the top research uni-
versities. The agency also emphasized long-term applied research by
creating new engineering and science and technology centers. And
as a criteria for receiving awards, NSF required universities to lever-
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age funds from private or state sources.

The newcomers — with their formal R&D policies — were
ready to meet the match. In 1984, $138 million in NSF funds
leveraged just $56 million in private funds. By 1990, NSF’s $538
million leveraged $510 million.

Other federal agencies also began to encourage collaboration to
bolster industrial competitiveness in the 1980s. The Commerce De-
partment initiated an Advanced Technology Program to encourage
cooperative industrial-related research, while the Department of En-
ergy established a cooperative research initiative based at national
laboratories.

The Defense Department established a University Research Ini-
tiative program and, for the first time in more than 20 years, creat-
ed a new Federally Financed Research and Development Center —
the kind of permanent research center used by the federal govern-
ment in the 1950s and 60s primarily to solve

assistance to small businesses and help with venture-capital forma-
tion.

Pennsylvania recognized that both independent and public re-
search universities were integral to economic well-being, and adopt-
ed a role in nurturing their research capacity. As a result, the state
may be well-positioned to maintain and expand its R&D economy
in the 1990s.

Florida also saw the 1980s as a time to beef up research — and
now it’s paying off.

The choice of Florida State over MIT for the site of a National
High Magnetic Field Laboratory in the summer of 1990 was met
with shock in New England. But the choice was consistent with
NSF policy to broaden the research base.

The NSF peer review team stated that the

national security problems.

All these projects encouraged state and local
governments, private industries and universities
to organize their lobbying efforts as well as raise
matching funds to enhance their chances of win-
ning federal awards.

Consider the Defense Department’s Software
Engineering Institute, established in 1984 at
Carnegie Mellon University (CMU) in Pitts-
burgh. While CMU concentrated on fostering
technical support for its proposal, business lead-
ers secured political support from local and state
officials, area congressmen and the University of
Pittsburgh, a public research university.

The final proposal won the endorsement of
the entire Pennsylvania congressional delegation
(rarely a united front); university and congres-
sional support from Arizona, New York, Cali-
fornia and West Virginia; and technical support
from world-reknowned software engineers at

Stanford and MIT. The state committed ap-
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country would be equally well-served by ei-
ther proposal, albeit within a shorter time it MIT
were chosen. But the team also noted Flori-

’s “remarkable state and local support” — $58
million over five years for construction and
equipment, as well as continuing support of
more than 50 positions for faculty, researchers
and visiting scientists.

Florida’s qualifications had been in the mak-
ing since the early 1980s, when the state be-
gan a long-term effort to make its higher-edu-
cation system “second to none.” During the
1980s, the state pumped more than $140 mil-
lion into engineering facilities and science and
technology initiatives. The irony is that if any
state needed a major federal award to bolster a
stagnant economy in 1990, Massachusetts did.
But no one argued the case sufficiently.

J 0, : o |
Facilities in disrepair

The supermagnet snafu notwithstanding,
New England’s R&D strengths are envied

proximately $4.5 million toward construction
of the Institute.

The reason for the intense support: More than 100,000 jobs had
been lost in Greater Pittsburgh, and the whole state had been stung
by economic decline. A logical argument was made that not only
was CMU’s proposal the best, but Pittsburgh needed this project
the most.

The activity did not stop with the software institute. In 1986, a
partnership among the University of Pittsburgh, CMU and Pitts-
burgh-based Westinghouse Electric Corp. won a $40 million NSF
grant to establish one of five national university-based supercom-
puter centers. To leverage this award, the state and supercomputer
builder Cray Research Inc. pledged $10 million.

Meanwhile, the state’s Ben Franklin Partnership Challenge Grant
Program for Technological Innovation — started during the re-
cession of the early 1980s — was growing. This program created
four advanced technology centers at both public and independent
universities in Pennsylvania, requiring that business team up with
the universities and match state funds dollar for dollar. The part-
nership generated seed funds to support entrepreneurial spinoff
activity and provided incubators for fledgling industries, technical

around the world. The region has all the ma-
jor elements required for successful industrial development —
strong, scientifically oriented universities; a critical mass of high-tech
scientists and engineers; a strong venture-capital community; and a
quality of life that has attracted risk-taking entrepreneurs.

But New England’s concentration of privateresearch institutions
— while a strength in itself — also presents an important weakness.
Many research facilities are in disrepair, and for independent insti-
tutions, it is especially difficult to secure capital funding for the nec-
essary improvements.

A recent study conducted by the Association of Physical Plant Ad-
ministrators of Universities and Colleges estimated that the backlog
of deferred maintenance at universities exceeds $70 billion nation-
ally. Moreover, the median age of university scientific equipment
has been estimated to be twice that which is used in industrial lab-
oratories.

Federal government support for capital projects is relatively small
and state government support — though a major source for pub-
lic institutions — is extremely low for private institutions. Of the
top 30 private institutions in R&D expenditures, 19 had reached
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the $150 million limit on tax-exempt bonds in 1990, and three oth-
ers are expected to hit the limit by 1992. Private universities are
increasingly dependent upon costly taxable bonds and other debt to
finance facilities construction, according to a 1990 NSF survey of
funding sources for university research facilites .

Indeed, in the case of the National High Magnetic Field Labo-
ratory proposal, the NSF peer review committee noted that MIT’s
commitment to upgrade an aging facility was largely dependent up-
on the level of NSF funding. If the NSF award were too low, MIT
may not have been able to modernize the facility. It is here that state
and local economic development leaders might have aided MIT
most effectively. Public support of private research university pro-
posals is not without precedence, as illustrated by Pittsburgh’s
Software Engineering Institute. If the magnet center award teach-
esalesson, it is that New England must find ways to upgrade the fa-
cilities of both its public and independent research institutions —

even during a time of budget constraint.

The fiscal situation in the New England states may require new
off-budget solutions to these pressing problems facing the research
economy. Possible solutions include tax incentives to encourage: in-
dustrial funding of academic research facilities; contributions of
equipment and instrumentation; and maintenance and servicing of
donated research equipment. The Michigan Legislature showed in-
novative leadership during a period of economic stagnation by au-
thorizing the use of a portion of a public employee pension fund
to rebuild declining manufacturing facilities into factories of the fu-
ture. Similar authorizations could support the university-based re-
search infrastructure in New England.

This kind of creativity is needed now. New England’s R&D base
is the foundation for the region’s future economic well-being. o

Judith A. Beachler is NEBHE director of research services.

Behind New England’s Decline: The Bleak Numbers
(New England and the United States)
1985 1986 1987 1988 1989 1990
Unemployment Rate* 42 3.1 3.1 33 4.3 6.12
i1 6.9 59 53 53 5.62
Total Non-Agricultural Employment* 6,119 6,280 6,440 6,560 6,572 6,409
(in thousands) 98,668 101,072 103,267 107,344 109,398 110,561
Total Manufacturing Employment* 1,433 1,395 1,382 1,344 1,278 1,228
(in thousands) 19,261 19,153 19,320 19,701 19,514 19,017
Durable Goods Employment* 974 949 943 911 862 826
(in thousands) 11,454 11,279 11,362 11,628 11,435 11,067
Nondurables Employment* 459 447 439 433 416 403
(in thousands) 7,808 7,874 7,958 8,073 8,079 7,950
Total Nonmanufacturing Employment* 4,686 4,885 5,058 5,256 5,293 5,180
(in thousands) 79,407 81,919 83,947 87,644 89,883 91,544
Construction Employment* 267 287 302 333 295 255
(in thousands) 4,769 4,997 5,083 5,403 5,331 5,183
Transportation and Public Utilities Employment* 253 254 264 272 259 268
(in thousands) 5,270 5,342 5,454 §,653 5,772 5,868
Trade Employment™ 1,417 1,466 1,516 1,549 1,575 1,521
(in thousands) 23,385 24,039 24,280 25,660 26,010 26,199
Finance, Insurance and Real Estate Employment* 409 441 458 480 469 463
(in thousands) 6,068 6,436 6,658 6,725 6,869 6,852
Services Employment* 1,518 1,599 1,665 1,738 1,809 1,800
(in thousands) 22,410 23,459 24,507 25,948 27,317 28,407
Government Employment* 819 835 847 880 884 877
(in thousands) 16,599 16,895 17,225 17,532 17,848 18,299
Per-Capita Personal Income $15,939 17,166 18,579 20,191 21,504 N.A.
$13,907 14,641 15,481 16,489 17,596 N.A.
New Business Incorporations* 3,703 3,499 3,410 3,250 2,766 2,244b
57,560 60,577 55,732 55,269 55,166 51,4400
Total Business Bankruptcy Petitions 6,009 6,987 7,431 8,210 10,660 17,502¢
364,536 477 856 561,278 594,567 642,993 725,484¢
Total-Construction Contracts Index 234 255 299 263 202 195
(indexed, 1980 = 100) 170 170 W 158 160 156
Total Housing Permits Authorized* 9,228 9,062 8,224 5,917 4,163 2,5094
150,499 143,944 119,073 127,667 113,333 84,0004
Total Existing Housing Sales 229 256 232 208 203 1724
(in thousands) 3,800 4,370 3,780 4,090 3,850 3,680d
Consumer Confidence Index 135.9 143.4 152 150.2 122.6 50.9
(indexed, 1985 = 100) 100 94.7 102.6 115.2 116.8 915
*Seasonally adjusted fourth quarter monthly averages, except 1990 where seasonally adjusted third quarter averages are given, unless otherwise noted.
2 Seasonally adjusted 8/90 figure. b Seasonally adjusted 7/90 figure. ¢ Cumulative through 9/90. d Seasonally adjusted second quarter figure. N.A. = Not available.
Sources: Federal Reserve Bank of Boston, Fconomic Indicators; U.S. Bureau of Economic Analysis; F.W. Dodge Division, McGraw Hill Information System; Analysis & Reports Branch Division, Adminis-
trative Office of U.S. Courts; and the Conference Board, Consumer Confidence Index.

20 NEW ENGLAND BOARD OF HIGHER EDUCATION



i'(]z]({.\‘ O EsR R e )

The Post-Miracle '90s

Imperatives for Interstate Cooperation

he past two years have
seen our “miracle”
economy slow to a halt,
then sink into recession.
In stark contrast to the miracle
years of the mid-1980s, New Eng-
land now exhibits the worst eco-
nomic performance among the
nation’s regions. Rapidly rising
unemployment, slumping real-es-
tate markets, lagging income
growth and soaring oil prices have
replaced the earlier boom. Un-
balanced state budgets, troubled
loans and lenders, and sunken
consumer confidence now follow.

The miracle period, roughly 1983 to 1988, was characterized
by rapidly falling unemployment, increasing consumer and busi-
ness prosperity, a residential and commercial real-estate boom and
superior growth in employment and income as compared with
the rest of the country.

Now, with employment declining since early 1989, the down-
ward trend is expected to continue into early 1991. The level of em-
ployment likely will stabilize by midyear and grow very modestly
during 1992. The stanching of the decline this year results from a
moderation of the six-year plunge in manufacturing employment
combined with resumed modest increases in retail trade and service-
sector jobs. But the hard-hit finance, insurance, real-estate and con-
struction sectors are not expected to pick up before 1992.

Slower total job growth will keep New England’s unemployment
rate slightly above the national average until 1992. And while New
England’s per-capita income will grow more slowly than the nation’s
in the near term, it will maintain levels well above the national av-

crage.

More “underperformance”

Having outperformed the nation during most of the last decade,
New England will likely underperform the nation even after the cur-
rent recessionary phase ends this year. The underperformance will
include lackluster job growth, continuing real-estate “adjustments,”
and the aftermath of a likely 1990-91 spate of business and personal
debt difficulties.

Adding to our underperformance in the early 1990s will be:

a Labor cost/quality problems.
The labor force will grow very
slowly between 1990 and 2000,
hindered by the 1965-t0-1985
“baby bust” and disproportional
retirements from the aging work-
force.

o Unaffordable housing in
many of the region’s markets.

o Inadequate supplies/excess
costs of energy. As higher oil
prices take hold, the region’s out-
sized appetite for oil-based en-
ergy will again prove a signifi-
cant impediment to growth.

a Higher state and local taxes to cope with ongoing budget
shortfalls.

o The defense “build-down” and related high-tech industry ad-
justments.

o Downsizing in overbuilt/ overexpandeA retail, financial and re-
al-estate sectors.

The aging of the population, generally high wages from the chron-
ic labor shortage and accelerating retirements will keep incomes from
underperforming in the early 1990s. This is a distinctive bright spot

in our economy’s longer-term prospects.

A slow-growth environment

A looming national recession poses further economic risks into
1991. The ensuing recovery will be a slow process. Among the
factors impeding growth: federal budget and tax austerity, the de-
fense “build-down,” adverse demographic shifts, and de-leverag-
ing the debt excesses which over-geared growth during the ’80s. The
prolonged weak recovery implies the national economic pie will
be growing, but growing quite slowly, through 1994-1995. This
means geographic divisiveness will intensify as states compete for a
bigger slice, engaging the federal political process to foist defense,
federal budget and other austerities onto other regions.

Given New England’s already compromised post-miracle econ-
omy, we are particularly vulnerable in this period of zero-sum eco-
nomics, even more so since our defense exposure and energy de-
pendence significantly exceeds that of other regions. Besides, much
of our beleaguered computer/high-tech sector is well into a down-
ward adjustment with no successor-apparent industry in sight.
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Even our outstanding higher-education sector finds itself caught
in a serious cost and funding squeeze. Meanwhile, universities
from other regions intensify their competition in this period of falling
enrollments, tightening student loans and shrinking grants. The dai-
ly newspapers report an alarming number of their successes in win-
ning students, research grants and even entire research laboratories
in head-on competition with our best educational institutions.

Accordingly, while the long-term eco-

ifornia makes no difference — the entire state, larger than our
whole region, benefits. The New England states, on the other hand,
compete against each other as they work to develop their separate
economies.

In late 1990, Murray called for a regionwide “New England
Economic Summit” to investigate coordinated economic develop-
ment policies. His visionary Economic Summit would convene New

England’s leadership in all fields of

nomic environment will not be kind to
any region, it could be particularly harsh
on New England. A slower growing
economy, even after the recessionary pe-
riod ends, would alone suggest images
of regions scrapping with each other for
a larger slice of the more slowly grow-
ing pie. Unfortunately, the pie will be
shrinking in a sector of vital importance
to New England — defense spending
— ata time when our clout in key con-

endeavor and tackle an agenda in-
cluding the following goals:

o Thoroughly assess New Eng-
land’s economic strengths and weak-
nesses;

o Develop mechanisms to initi-
ate and continue high-level discus-
sions on how to leverage our col-
lective strengths — and alleviate
our weaknesses — to help the re-
gion weather the current period of

gressional committees is diminished.

Adding to our problems will be the penchant for these six states
to compete with each other with as much determination as they
compete with states thousands of miles away, diluting each other’s
efforts while undercutting regional advantages. Too often, this pro-
cess has worked to the advantage of states outside our region that
win the business, grant or funding because the New England states
“divided and conquered” — and thereby defeated — themselves.

Given the daunting economic challenges we face and the op-
portunities we must develop, New England can no longer afford
freewheeling, intraregional competition without first investigating
where we can cooperate to one another’s advantage.

As Terrence Murray, chairman and CEO of Fleet/Norstar Fi-
nancial Group, put it: “If Columbus had discovered America on the
West Coast instead of the East, and if the nation had then developed
from west to east, New England today very well might be a single
state instead of six small ones. ... From an economic development
standpoint, the state of California is able to act with a singleness of
purpose that New England has never been able to achieve. Whether

a company settles or expands in southern, central or northern Cal-

€conomic stress;

o Develop common strategies to move New England forward
when economic conditions improve;

o Examine the feasibility of creating regional, as well as state-
by-state, investment tax credits for out-of-state companies that lo-
cate, or existing companies that expand, in any one of the New Eng-
land states; and

a Develop a cooperative regional lobbying effort aimed at get-
ting the U.S. Congress to consider business development tax in-
centives, including special tax breaks, encouraging buyers to invest
in the billions of dollars of foreclosed properties now being held
by the government’s Resolution Trust Corporation and by the na-
tion’s banks.

In a similar spirit, the New England Governors’ Conference com-
missioned an Economic Task Force, on which I serve, to develop
a series of recommendations where interstate cooperation and con-
certed actions among the states may enhance the economic devel-
opment objectives of the entire region. These recommendations —
to be considered during an economic forum early this year — in-

clude:

Connecticut: Economic Indicators
1985 1986 1987 1988 1989 1990*

Unemployment Rate 45 35 33 34 38 5.1
Total Manufacturing Employment 400.1 393.7 388.0 371.3 356.3 347.7
(in thousands)
Total Nenmanufacturing Employment 1,170.6 1,222.5 1,270.1 1,308.0 1,322.7 1,321.6
(in thousands)
Per-Capita Personal Income $18,229 $19,600 $21,266 $23,059 $24,683 N.A.
New Business Incorporations 1,345 896 964 1,027 87 464
Total Business Bankruptcy Petitions Filed 1,842 2,201 2,218 2,384 2,967 4,364
Total Construction Contracts Index 215.8 3141 314.2 274.9 2416 184.4
(indexed, 1980 = 100)
Total Housing Permits Authorized 2,230 2,051 1,937 1,333 970 555
Total Existing Housing Sales 64.6 70.7 50.8 60.5 51.7 46.7
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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0 expediting the regulatory review process for public infrastruc-
ture projects;

o facilitating conversions for companies affected by cuts in de-
fense spending;

o protecting and augmenting New England’s share of federal re-
search and development funds;

o preparing a New England agriculture and food system plan;

o instituting New England investment and R&D tax credits;

o drafting an investor incentive package to stimulate the venture
capital market; and

0 increasing regional linkages between the New England states

Crafting a Blueprint

and the private sector.

Given an economic environment in the 90s that will hardly be-
queath another miracle to our region, we must explore all the ways
we can pull together to meet the considerable challenges ahead
and make our own miracle happen. o

Gary L. Ciminero is chief economist at Fleet/Norstar Financial Group in
Providence.
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As I talk to businessmen throughout the region, I note a sense
of urgency. The notion is that the economy is still falling, and no
one knows when the bottom will be in sight. There

for Economic Recovery

Thomas P. Salmon

s New England addresses economic crisis,
itis useful to remind ourselves that the word
crisisin Chinese is comprised of symbols
for two other words: problem and oppor-
tunity.
Recently, The New England Council launched
a special Economic Commission — populated by
awholesome and diverse combination of former pub-
lic servants, academics, economists and senior man-
agers drawn from the six states — in an effort to
define both the problem and the opportunity.
What we do know is this: During the halcyon
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i :" | largely new crop of governors. As Lawrence Franko,

is also a pervasive belief that the cost of doing busi-
ness has escalated, and our business climate has de-
terioriated severely.

We must now get about the business of attempting
to identify an engine or engines of growth that might
drive our economy in the 1990s. If we intend to be-
come major players in the global marketplace by the
year 2000, we must find ways to broaden our mar-
kets, create new products and restore entrepreneurial
vitality.

Our capacity to export goods and services, espe-
cially to Europe, will be central to any strategic plan.
‘We have to look at niche industries that make sense
for us. Telecommunications clearly is such an in-
dustry. Biotechnology may be another. Energy
management may be a third.

Our mission and our strategic plan must craft a
quality blueprint for recovery as the base for sum-
mit gatherings with congressional leaders and a

&

a professor at the University of Massachusetts-Boston

years of the 1980s, the four horsemen of the New
England economy were high-technology manufacturing, defense
spending, financial services and construction and real estate. All
of these economic generators are in serious decline.

New England lacks indigenous energy sources and raw materials.
Our cost of living and our cost of doing business, together with
our standard of living, are accordingly heavily influenced by fuel and

material prices. With our reliance on oil, recent events in the Mid-

dle East obviously affect us more adversely than they do any other

part of the country.

The fiscal problems in our six states are significant. The fiscal
problems in Massachusetts have bordered on chaotic. New Eng-
land's infrastructure is deteriorating. A significant lack of popula-
tion growth raises concerns over the availability of labor to fuel
economic growth. We also must keep an eye on the projected de-
cline in college enrollments. In addition to training tomorrow's
highly skilled workers, higher education is an important component
of the New England economy in its own right. And at least some
of our schools are going to be under siege as they face a smaller
pool of college-age students and try to keep tuitions at reasonable
levels.

College of Management noted recently, the media also must be-
come better educated and so better able to inform readers, viewers
and listeners about issues such as international trade. How can we
expand our export trade when politicians who seriously undertake
overseas trade missions are blasted by the press for merely going
on “junkets”?

The death of New England — like the death of Mark Twain
— is greatly exaggerated. We can get to the economic promised
land if we have the will to get there and the good fortune to devel-
op a core of leaders in the public and private sectors with the courage,
the intelligence and the skill to educate us about available options.
These must be leaders who can forge public and private collabora-
tive policies and agendas, who can resolve inherent conflicts, who
have vision and perspective and the ability to inspire their coun-

trymen to take action. a

Thomas P. Salmon is the former governor of Vermont. He is now chair-
man of The New England Council and chairman of the board of Green
Mountain Power Corp.
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A Scientific Snub for
New England

For this to happen requires a strong formal liaison between the
region’s universities, public and private; its legislators, state and
national; and private industry. That liaison
has collapsed.
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lan Menzies

IT loses to Florida State.

If the above had been from a
box score, it would have been
grudgingly accepted. New Eng-

land college athletic teams, like Bulgarian wines,
travel poorly. But such was not the case.
Florida State had been chosen over the Mas-
sachusetts Institute of Technology as the site for
a new multimillion-dollar National High-Mag-
netic Field Laboratory. This defeat was cerebral.
And it had been executed despite the fact
that MIT’s existing Francis Bitter National Mag-
net Laboratory is considered the most advanced
of its kind in the world, attracting scientists
and research groups from many countries.
This scientific slap in the face, delivered in
August 1990 by the National Science Foun-
dation (NSF), the government’s chief agency

And it was the loss of the magnet lab to Flori-
da that publicly revealed that collapse, although
the mortar had been loosening for years with-
out the media realizing it.

There is a lesson to be learned from the bit-
ter pill MIT has had to swallow, which includ-
ed NSF’s criticism that MIT’s level of com-
mitment to its lab was not on a comparable
level to that demonstrated by Florida State and
that the MIT lab was more a magnet manu-
facturer than a center of excellence. Tough
words. Embarrassing words.

But on the basis that history repeats itself, it’s
worth glancing back some 30 years. In 1960,
the newly formed National Aeronautics and
Space Administration (NASA) was beginning
to dole out its goodies at the rate of $10 million
a day — rising to $20 million a day by 1965.

New England was among the regions that ap-
plied to be the site of NASA’s Apollo Manned
Space Center. Itlost out to Houston, Texas.

That turndown came as a shock to New Eng-
landers. Butasa Bostor Globearticle at the time
pointed out, “Boston tried to crash the Wash-

for financing basic research, is not only a hu-

miliation for MIT and New England, but a significant indicator that
this region’s scientific preeminence could be compromised, its lead-
ers lured away.

To put MITs loss in perspective, one must remember that New
England’s only hope of resuscitation and future survival depends on
the quality of its people, its brainpower, financial resources and en-
trepreneurship — its ability to generate spinoff industries.

ington big-time with a pop-gun. That’s why
it lost the multimillion-dollar Apollo project.”

The resultant self-examination showed that New England busi-
ness had next to no representation in Washington and next to no li-
aison with its congressional delegation.

Other regions of the country that had put their act together were
beating the pants off New England when it came to NASA con-
tracts. The Globe ran a series of articles to this effect, with data show-

Maine: Economic Indicators

1985 1986 1987 1988 1989 1990*
Unemployment Rate 5.3 48 38 33 45 5.9
Total Manufacturing Employment 104.5 104.1 104.0 107.8 105.7 104.5
(in thousands)
Total Nonmanufacturing Employment 360.9 381.3 404.1 432.5 4421 421.0
(in thousands)
Per-Capita Personal Income $11,857 $12,790 $13,954 $15,106 $16,248 N.A.
New Business Incorporations 243 289 280 270 205 166
Total Business Bankruptcy Petitions Filed 623 801 818 930 1,053 1,453
Total Construction Contracts Index 152.0 202.3 180.2 175.5 180.4 164.0
(indexed, 1980 = 100)
Total Housing Permits Authorized 814 665 893 610 437 334
Total Existing Housing Sales 28.6 36.4 33.4 318 201 26.5
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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ing how the region was being shortchanged, economically and po-
litically.

President Kennedy read the Globe series, summoned NASA Ad-
ministrator James E. Webb and handed him the Glodeclips. Ken-
ny O’Donnell, who controlled entrance to the presidential office,
relayed the gist of the conversation to the newspaper’s Washing-
ton correspondent Wilfred C. Rogers, as follows:

Kennedy: “Are the Globe's facts right?

‘Webb: “I'm not sure.”

Kennedy: “Well, let’s find out exactly, and if New England is be-
ing shortchanged, I want it corrected.”

Massachusetts Sen. Leverett Saltonstall at one point wrote Webb:
“In Massachusetts, our future lies in electronics and new industries,
50 we are very sensitive to any efforts to take away from Massachusetts
the people who can be of most benefit to employing people and
helping give jobs to our citizens.”

From that point on, things began to happen. The Greater Boston
Chamber of Commerce headed by Earl Stevenson, retired chairman
of Arthur D. Little, formed its own Space Committee, representing
the area’s businesses.

Members included General James McCormack, vice president
of MIT; Charles A. Coolidge, a partner in Ropes and Gray and pro-
moter of “The New Boston” (the city’s renaissance that began
with urban renewal in the early 1960s); Henry Harding, president
of Laboratory for Electronics; Ephron Catlin and Lloyd Brace of the
then First National Bank; Charles Adams of Raytheon Co.; John
L. Taylor of the Globe; and others, plus an advisory committee
headed by Dr. Guyford Stever, former chief scientist of the U.S. Air
Force.

The Space Committee, with its impressive lineup of members
and advisers, put together a brochure to promote New England high-
tech firms and universities and their ability to contribute to the man-
in-space program. Members of the committee, armed with this and
other data, descended on Washington and unabashedly lobbied for
NASA contracts. Few lobbies are as effective in Washington as those
that unite business, government and a region’s prestigious univer-
sities.

The outcome of this full-court press was that Webb set up a
NASA Northeast Regional Operations office in Cambridge to for-

malize ties between university researchers and New England indus-
try, and facilitate and process subcontracts.

In January 1963 came news that Cambridge would be the site
of a $50 million NASA Electronics Research Center, a facility that
would coordinate all electronic research findings across the country.

The research center was built and staffed. And so, of course,
was the regional office. But President Nixon nixed them. The re-
search center is now occupied by federal transit offices.

New England is right back to square one. The liaison, the ex-
citement and the interest of the media have all faded.

Our congressional delegation wasn’t primed by MIT on the
magpnet lab any more than it was 30 years ago, when the region sought
the manned space center.

Boston and New England did get their act together back in the
’60s. It’s time to do so again, but this time, let’s be sure the liaison
is formal and permanent. o

Tan Menzies is a senior fellow at the John W. McCormack Institute of Pub-
lic Affairs at the University of Massachusetts at Boston, and a former
managing editor and columnist with the Boston Globe.

Massachusetts: Economic Indicators
1985 1986 1987 1988 1989 1990*

Unemployment Rate 3.9 3.7 2.8 34 45 6.3
Total Manufacturing Employment 638.2 612.2 602.6 578.6 §51.3 522.1
(in thousands)
Total Nonmanufacturing Employment 2,305.2 2,390.5 2,466.8 2,560.7 2,550.9 2,482.5
(in thousands)
Per-Capita Personal Income $16,393 $17,722 $19,142 $20,816 $22,174 N.A.
New Business Incorporations 1,368 1,550 1,379 1,246 1,085 990
Total Business Bankruptcy Petitions Filed 2,030 2,314 2,649 2,977 4,229 7,560
Total Construction Contracts Index $244.3 $215.1 $283.6 $248.8 $173.4 $208.9
(indexed, 1980 = 100)
Total Housing Permits Authorized 3,826 4,023 3,388 2,457 1,670 955
Total Existing Housing Sales 90.4 98.5 100.4 745 85.2 66.3
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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Where Complacency Reigns

Paul Choquette Jr.

ew England is in a full-blown economic recession. Af-

ter many years of economic prosperity, the region is

experiencing growing unemployment, unbalanced state

N budgets, escalating inflation and negative economic
growth.

While our educational institutions continue to rank among the
top in the country, we have failed to forge the partnerships with these
institutions that could lead to the research and development need-
ed to diversify our manufacturing base and permit it to compete
in an international environment.

New England ranks first among the nine regions of the United
States in per-capita federal dollars spent on R&D for universities.
However, New England ranks last among the regions in per-capi-
ta state investment in R&D in the basic and applied sciences.

We have been complacent. Even when we have enjoyed economic
prosperity, we have continued to do business as usual, while other
areas have been reaching deep into state and private pockets to
contribute money toward R&D at their educational institutions.

Certainly, MITs recent loss of a $60 million grant for the Na-
tional High Magnetic Field Laboratory to Florida State University

is a dramatic example of the region’s complacency. In a peer review
competition, MIT’s proposal was judged No. 1 on technical mer-
it. But Florida out-hustled Massachusetts, forming a consortium
that included Florida State, the University of Florida and New Mex-
ico’s Los Alamos University, and committing $58 million in state
funds to the project. MIT proposed alone, and Massachusetts
committed no money.

In marked contrast, we see prime examples in other regions of
states investing in R&D at their universities and of universities
and private industry forming partnerships for R&D. Inevitably,
these research centers spin off new industries and fuel growth in
existing high-tech industries.

The Center for Innovative Technology (CIT) in Herndon, Va.,
is a state-funded, nonprofit organization that works on behalf of Vir-
ginia and its industries through a statewide network of colleges, uni-
versities, state agencies and businesses. The goal is to promote
economic growth throughout Virginia by marshalling scientific and
technical resources both inside and outside the state.

Recognizing that universities have developed a great variety of
technologies with market potential, CIT supports research through
projects and technology-development centers at state universities,
where faculty conduct research of interest to industry in Virginia.
For every $1 CIT invests in R&D at state universities, it attracts
$2 in corporate and other matching funds.

Research Triangle Park in North Carolina originated in 1954
through the efforts of business, state government and area univer-
sities to promote the resources of Duke University, the University
of North Carolina at Chapel Hill and North Carolina State Uni-
versity in Raleigh. The creative synergy between the academic
and corporate communities has been beneficial to both industry and

New England s Industrial Diaspora

David Warsh

o think seriously about the future of the New England

economy, it’s necessary to remember something about the

past. For the 75 years or so before, say 1965, New Eng-

land was a habitually depressed region of the United States.
It was famous for its poor and rockbound soil, for its stingy land-
lordism to the rest of the nation, for its intolerant blue laws, for
decline generally — and for its good old colleges, which taught lessons
in character amid the empty buildings.

The steel industry had started here and gone west. The ship-
building industry had started here and gone south. The rum and
candy business had started here and gone west. The textile mills had
started here and gone south. The shoe business had started here and
gone abroad. The insurance business had started here and gone to
New York.
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The experience of loss and diminishing expectations was in the
air.
Between the end of the 1920s and 1960, when the Prudential
Building was begun, no new commercial building of any size was
erected in Boston. When John F. Kennedy was elected president,
the waterfronts of New England seaports were marked mainly by
rotting piers. Farms near the up-country colleges sold commonly
for a few thousand dollars. New England wages were typically 15
percent or so below the national average.

The “Massachusetts Miracle” — the New England miracle re-
ally — should be understood against this backdrop of decline.
Starting in the 1950s with the Cold War and the Space Race, the
electronics industries along Route 128 came to be recognized as a
new element in the regional economy. Universities suddenly were
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academic institutions. Each year, these institutions conduct more
than $400 million in sponsored research.

The University of lllinois at Urbana-Champaign, which since
1980 has built 2.3 million square feet of new buildings — 12 per-
cent of which is R&D space — is a classic example of an academic
institution turning itself around by cultivating state and private re-
lationships to create funding sources.

Early in the 1980s, the university’s college of engineering had ab-
sorbed a huge surge in enrollment with no new state resources to ac-
commodate that growth. The engineering college had a serious fac-
ulty shortage and its facilities were in short supply and urgent need
of repair. A plan to enlarge, strengthen and consolidate the engi-
neering disciplines was fueled by an infusion of almost $8 million
in state operating funds, which have leveraged three times that num-
ber of operating dollars from private and federal sources.

In its plans for the physical restructuring of disciplines, the col-
lege has included a provision for “research condominiums” to pro-
vide office, research laboratory and personal residential space for

of re nal growth turning out scxentxsts, doc—
d Emsmmcm But with each recession, there were

; 1970s, when the minicomputer industry
exp ' ed and the early 1980s — when the military buildup pro-

hat was for the rest of the nation adeep

had been at bargain levels for most of 100
he mof Wages saared to 20 percent above the

wmputer mdustry and the mutual fund industry,

companies interested in participating actively in the college of en-
gineering’s research programs.

To compete for R&D money on a statewide basis, Illinois formed
a coalition of academic institutions, government, industry and la-
bor which ultimately resulted in the successful award of two major
research grants from the National Science Foundation.

New England has a lot to learn from these examples of successful
coalitions of state government, academic institutions and private in-
dustry in Virginia, North Carolina and Illinois. Public institutions,
state government and private industry must have mutual respect for
one another and the enthusiasm to develop successful working re-
lationships.

No one will pretend these kinds of partnerships will solve all of
New England’s economic problems. We need to solve the prob-
lems of an economy that is strangled by bureaucracy and over-reg-
ulation. We need to address workforce issues such as job training,
What we cannot do at this time is continue complacently on the
same track.

Certainly, the New England region has had some successful
public-private partnerships. But we need projects of greater mag-
nitude and staying power. And we need investment from our state
governments. Forging closer partnerships between local business-
es and our state governments with our institutions of higher edu-
cation, and using these partnerships to invest in a stronger research
commitment, can lead us to 2 more complete economic recovery. o

Paul |. Choquette Jr. is president of Providence-based Gilbane Building
Co. and former chairman of The New England Council.
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No one can forecast the future of the New England economy with
utter confidence. The best estimates are that growth will contin-
ue, but at a much slower rate — perhaps 1 percent a year for most
oftbenmde&de,asdaerslow&yfaﬁsbackmmhacmthwagcs
and prices in the rest of the country.

But the fact is New England has long known it could thrive on-
ly by continually inventing new goods to sell, knowing that the man-
ufacturers of old goods eventua]}y wouid move on to cheaper climes.

This is the region, after all, that made a good living for 50 years

selling ice in the summer to cities around the world — and be-
came famous for the clipper ships it invented to carry the ice— on-
ly to see its celebrated industries superceded by refrigeration and
steam,

There is no new “miracle” around the corner. But it’s a safe bet
that something new will turn up. Biotech and software are promis-
ing industries, but they are truly in their infancy — about where
minicomputers were in the mid-1960s. Will they be enough to
maintain the sheen of prosperity New England enjoyed during
the 1960s, 1970s and 1980s? In myvxew, that s very much an open
question. 0

David Warsh is a columnist with tbe Boston Globe.
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RETIREMENT INVESTING.
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went up—and the higher the risk, the big-

ger the gain. Nowadays, many investors
are learning that the risks are real. What goes
up can come down.

But how well your retirement investments
perform throughout your career can deter-
mine how well you'll live when you retire.
Especially in times like these, it’s important
to know that your retirement funds are well-
managed. But how do you judge? Consider
these principles:

RETIREMENT INVESTING ISLONG TERM

A long-term view helps you avoid short-term
risks. When you make steady contributions to
your retirement plan over long periods, you
minimize the effects of market fluctuations,
and you gain the advantages of compounded
growth and interest.

TIAA, an insurance company, backs your
traditional annuity with long-term mortgages,
bonds, and real estate investments. And
TIAAs size and strong capital base mean it
can ride out swings in the market—buying or
selling only when the time is right.

The bottom line: because of its stability,
sound investments, and overall financial
strength, TIAA has received the highest pos-
sible ratings from both A.M. Best and Stan-
dard & Poor’s, leading independent rating
agencies for the insurance industry.

DIVERSIFY FOR SAFETY AND GROWTH

A diverse mix of quality investments helps
protect you from market volatility and lets you
benefit from the strengths of several types of
investments. Most retirement experts recom-
mend diversification as the key to successful
retirement savings.

You get opportunities for widespread diver-
sity with each of CREF’s variable annuity
accounts. The CREF Stock Account holds a
broad portfolio of domestic and foreign stocks,
and CREFs Social Choice Account invests in a

For awhile, it seemed that investments only

balanced portfolio of stocks, bonds and money

market instruments. CREF’s Money Market
and Bond Market Accounts offer you further
avenues to diversification.

TAKE APPROPRIATE RISKS—NOT MORE

Try to strike a balance. Be conservative
enough so the resources will be there when
you need them. But look for enough growth
potential that your retirement income will
support the kind of retirement you want.

PAY ATTENTION TO PERFORMANCE

Compare your investments’ performance to
their stated objectives. Have they done what
they said they would do? Over long periods?

TIAA's strong returns have led the industry for
over forty years! TIAA guarantees your prin-
cipal and a specified interest rate. And it pro-
vides the opportunity for dividends—which

we’ve declared every year for forty-one years.

The CREF Stock Account has beaten the
mutual fund industry average for the past one-,
five- and ten-year periods? Though the market
has turned down during the last two quarters,
CREF’s long-term record continues to be
strong. And it’s no wonder. CREF was among
the first in the industry to enter international
markets, divide its portfolio into active and
indexed segments, and develop sophlstlcated
investment research methods.

LOOK FOR INVESTMENT EXPERTISE
Finally, retirement investing is a specialized
skill, so look at who is managing your retire-
ment savings. TIAA and CREF are recog-
nized experts in retirement investing, with
over 70 years of experience serving the aca-
demic community,

In fact, we’ve done so well, for so many, for
so long that TIAA-CREF is now the largest
retirement system in the world, with over $80
billion under management.

When you consider the principles of good
retirement investing, yow’ll see why over one
million people consider TIA A-CREEF the best
choice for their retirement savings. To find out
more, call our Participant Information Center
at 1 800 842-2776.

%

Ensuring the future
for those who shape it.™

1. American Council of Life Insurance. 2. Lipper Analytical Services, Inc., Mutual Fund Performance Analysis Reports. Growth Funds Index and General Equities Funds Averages, ending 9/30/90.

For more complete infor,

including charges and expenses, call 1 800 842-2733, ext. 5509 for a prospectus. Read the prospectus carefully before you invest or send money.



Small High-Tech Companies
Still creating New England Jobs

Diane Fulman

hile a number of the region’s high-tech superstars of

the 1980s are announcing disappointing earnings

and layoffs, many smaller high-tech companies re-

main profitable and are creating — not eliminating
— jobs. These firms are developing and exploiting new technolo-
gies, reminding us of the fledgling minicomputer industry of 20
years ago.

The encouraging performance of these companies is reflected in
the results of a recent survey undertaken by CorpTech, a Woburn,
Mass. company that monitors U.S. high-technology firms. CorpTech
regularly conducts nationwide surveys of technology manufactur-
ers with fewer than 1,000 employees. Although New England has
just over 5 percent of the nation’s population, the region accounts
for more than 15 percent of the nation’s 22,000 small, high-tech
manufacturers. The CorpTech findings show that these smaller tech-
nology companies are outperforming the rest of the region’s econ-
omy.

The New England companies in the CorpTech survey increased
their combined total employment by an average of 2.2 percent from
October/November 1989 to the same period for 1990. While small
high-tech firms performed better nationally — creating jobs at an
annual rate of 3.8 percent — the New England results look very
good when compared with what has been happening to other sec-
tors in the region. Moreover, in three New England states — Rhode
Island, New Hampshire and Massachusetts — small high-tech firms
in the survey had job growth of at least 3 percent. Job growth was
especially strong in pharmaceuticals, lasers and optics, telecom-
munications and computer software.

The strong job-generation performance of high-tech firms re-
flected in the CorpTech findings are confirmed by Bank of Boston’s
tracking of job growth for a number of high-tech manufacturing
companies. The bank’s research indicates the job-increase rate is par-
ticularly strong in the early growth stages of firms in a rapidly ex-
panding, technology-based industry. Seven to 10 years after com-
panies are founded, some show a tremendous job-growth spurt, but
after that, job growth often levels off or even falls as the companies
mature.

The critical point is that a number of young high-tech companies
created in the 1980s are likely to have their highest rates of job cre-
ation during their “growing up” years in the 1990s. Their growth
rates should be a positive force in the New England economy as the
job-creation pace of older companies slows down and some con-
tinue to shed jobs.

Financing young companies

Will there be adequate financing for the young high-tech com-
panies that are just getting underway? According to Venture Eco-
nomics Inc., seed and start-up financing combined slipped in the
first quarter of 1990 to 11.7 percent of all venture-capital financ-
ings, down from 12.9 percent a year earlier.

At the same time, some venture-capital data are encouraging.
Medical/health-care-related investments showed strong growth dur-
ing the first quarter of 1990 — and this is an industry in which New
England companies excel, especially as optics, lasers and other ad-
vanced technologies find medical applications. New England also

has a comparative advantage in software and related services, the on-

New Hampshire: Economic Indicators

1985 1986 1987 1988 1989 1990*
Unemployment Rate 34 2.8 2.5 30 4.4 6.0
Total Manufacturing Employment 121.2 116.8 120.4 17.7 11.8 106.8
(in thousands)
Total Nonmanufacturing Employment 354.8 378.3 395.8 4174 4113 400.9
(in thousands)
Per-Capita Personal Income $14,860 $15,911 $17,529 $19,434 $20,267 N.A.
New Business Incorporations 324 328 306 265 224 229
Total Business Bankruptcy Petitions Filed 535 548 562 705 1,027 1,837
Total Construction Contracts Index 2935 3739 428.6 388.9 246.3 2435
(indexed, 1980 = 100)
Total Housing Permits Authorized 1,369 1,414 1,128 757 480 303
Total Existing Housing Sales 20.0 20.6 225 16.6 13.0 11.8
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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ly major industry segment of 12 tracked by Venture Economics
which showed an increase for the first quarter of 1990 over the
first quarter of 1989. In fact, software accounted for almost 23
percent of the companies backed by venture capitalists, up from 11.6
percent a year eatlier.

Promising technologies
There is also good news for
new technologies in the
pipeline. In 1989, the Mas-
sachusetts Institute of Tech-
nology received 101 U.S.
patents — the first time any
university exceeded 100 patents
in a single year. In addition to
biotech, a number of promis-
ing technologies are showing
up in these patents, as well as in
start-ups by MIT alumni. Ad-
vanced technologies (such as
lasers), environmental systems
and materials science (such as

superconductivity and ceram-
ics) are prime examples.

But MIT is by no means the only educational institution in the
region that is successful in commercializing research. Companies
such as Analytical Biosystems and Cellular Transplants in Rhode Is-
land have commercialized technology from research carried out at
Brown University, while Bio-Tek Instruments is based on research
conducted at the University of Vermont: There are numerous ex-
amples of university research leading to the creation of new com-
panies. And university technology-licensing offices in the region are
reporting that despite the weak economy, the stream of business

Higher Education Must
Manage Change

K2 K2 K K2
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Paul C. O’'Brien

here seems to be no shortage of opinions on the state of
education in New England and its potential impact on the
future of the region.

Over the past few years, educators, politicians, commu-
nity activists and business leaders have spoken eloquently about
the failings of our region’s schools to prepare students for higher
education and life beyond the classroom.

The many voices that have spoken out about education have raised
awareness and focused the debate on the serious implications that
accepting the status quo will have for all of us. This debate has

start-ups with promising new technologies remains steady.

Still, can success stories like Cognex in Massachusetts, Idexx in
Maine, American Power Con-
version in Rhode Island and
Cabletron in New Hampshire
continue to do well in a slow-
ing economy? The answer de-
pends largely on two factors.
The first is whether there is con-
tinuing growth in overseas mar-
kets; small high-tech firms fre-
quently export early in the life
of their companies, and many
become dependent on inter-
national sales. The second is
whether New England policy-
makers are able to control the
costs of doing business in the
region. Small firms need a hos-
pitable and predictable business
environment. Here, the mag-
nitude of change may not be as
important as the direction of change.

Looking ahead to the next several years, it is the promise of emerg-
ing technologies — and the consistency with which small firms in
the region successfully translate these technologies into new prod-
ucts and services — that provide some real grounds for optimism. a

Diane Fulman is the senior economics editor at Bank of Boston.

reaffirmed that preparing our students for a lifetime of education
and opportunity must be our highest priority. An educated and
inspired workforce has long fueled New England’s economic health.

Today, with the local economy already seriously slumping, con-
cerns about education extend beyond the classroom and are truly
everyone’s business. Now, it’s important that we move beyond the
discussion and start the difficult task of doing something about
education in New England.

That demands new leadership. I believe that higher education is
uniquely positioned to provide this new leadership to students at the
K-12 level, to the teachers who are charged with preparing young
people for the challenges of advanced learning, and to New Eng-
land’s businesses that depend upon an educated and educable work-
force for continued economic growth.

New England colleges and universities enjoy worldwide reputa-
tions for excellence. Each year, they attract many of the region’s
—as well as the nation’s and the world’s — best and brightest stu-
dents. Many of these young people stay in New England to pursue
their careers, infusing the region’s businesses and other organizations
with energy and new ideas.

But today, this vibrant pool of talent is in danger of drying up as

CONNECTION WINTER 1991 31



our nation’s preschool, elementary, secondary and postsecondary
administrators are forced to balance pressing fiscal considerations
against the new demands presented by changing demographics. Al-
though budgetary considerations create pressure across the spectrum,
the system and society must never lose sight of the fact that our fu-
ture will only be as strong as our resolve to educate our young men
and women.

in several different occupations, even within the same company.
Many of today’s students will man positions in fields that don’t
even exist today. They will require flexibility and broad vision. Prepar-
ing solely for a specific job could result in no job at all.
Higher-education professionals must understand the complexi-
ties of preparing a student for success in an ever-changing society.
Education must provide students with the abil-

Business playing a role

Leadership begins with knowing the needs
and aspirations of both the students being ed-
ucated and the society that relies on their con-
tributions for future success. I'm encouraged that
those of us in business are increasingly recog-
nized as having a valuable, legitimate role to
play in education policy.

For example, the University of Massachusetts,
along with many of the area’s high-tech com-
panies such as New England Telephone, Digi-
tal and Hewlett-Packard, are involved in an ef-
fort called MESTEP (the Math English Science
Technology Education Project). The program
allows potential teachers to take part in corpo-
rate training procedures to give them a better

~=7 ity to master a subject through study, research
" | and determination. Yet a total education ex-
perience can also be a source of economic well-
being if it lets students develop the learning skills,
thinking skills and technological skills they’ll
need to take advantage of tomorrow’s oppor-
tunities. Those who are ready will have the
chance to do work that is more challenging
and more rewarding than their mothers and fa-
thers ever enjoyed.

Higher education must seize the opportu-
nity to develop the more demanding and mean-
ingful curricula that future college students
and employees require. By becoming more in-
volved in establishing challenging standards for
success, colleges and universities can ensure
that incoming students will be grounded in

understanding of industry’s needs and prepare
them for their teaching careers.

In return, we enjoy the benefit of their insight and suggestions on
how to improve the way we train our people. MESTEP’s corporate
internships let us play a role in preparing the best possible schoolteach-
ers, and provide those teachers with a better understanding of the
changing business world their students will enter upon gradua-
tion.

The types of jobs these students will hold in the future have
changed greatly since their parents entered the workforce. In the
past, future employees prepared themselves for a particular occupa-
tion with the expectation that their entire careers would be spent
working at a single job. Today, technology and changes in the
workplace are rapidly altering those basic assumptions. In the course
of a career, most workers will discover that they are required to work

the basics they’ll need to excel at advanced lev-
els.

Tempting to hunker down

During times of economic uncertainty and trouble, the tempta-
tion is to scale back investment, resist change, and hunker down for
the short-term concerns of the moment. That inclination, howev-
er, is as wrong in education as it is in business. It is a prescription for
long-term failure, plain and simple. But that doesn’t mean we
shouldn’t take a strategic look at what the education system is of-
fering today and ask ourselves if there are better ways to improve the
overall quality of the education experience.

The business community has learned in recent years that the drive
for quality requires a comprehensive review of the various disciplines
involved in an effort to maximize all available resources. Likewise,

Rhode Island: Economic Indicators

1985 1986 1987 1988 1989 1990*
Unemployment Rate 486 3.8 35 33 47 6.4
Total Manufacturing Employment 119.2° 118.5 118.1 111.4 106.4 103.2
(in thousands)
Total Nonmanufacturing Employment 316.6 326.1 330.0 350.2 351.3 343.8
(in thousands)
Per-Capita Personal Income $13,682 $14,579 $15,555 $16,892 $17,950 N.A.
New Business Incorporations 270 293 314 283 252 232
Total Business Bankruptcy Petitions Filed 750 878 887 904 1,037 1,742
Total Construction Contracts Index 3237 2715.7 430.8 310.1 258.5 122.5
(indexed, 1980 = 100)
Total Housing Permits Authorized 572 516 462 387 317 172
Total Existing Housing Sales 14.3 15.5 12.6 14.1 11.6 11.6
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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roads to recover)

higher education should take a more holistic approach to educating
New England’s citizens and improving communications among all
levels of education.

We can no longer afford the luxury of just talking about educa-
tion. All of us who care about the quality of education and the re-
gion’s economic outlook should expect and demand that leaders
in higher education manage change in the way we educate stu-
dents and prepare citizens for a rewarding future. o

Paul C. O’Brien is president and chief executive officer of New England
Telephone.
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New England Could Take
a Lesson from Wichita
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Ralph Whitehead Jr.

he economic success of the Wichita area — recently de-
scribed by Newsweek as one of the nation’s boomtowns
— has not been lost on Wichita State University (WSU).
The three aircraft companies that have operations in
Wichita — Boeing, Cessna and Beech — have formed ties to the
public university’s engineering school and Institute for Aviation Re-
search. A number of local entrepreneurs, who’ve built such busi-
nesses as Pizza Hut, Rent-a-Center and Residence Inn, now support
WSU’s business school and its Center for Entrepreneurship.

WSU is running a $300 million fundraising campaign and has
already secured the first $100 million. And just as Wichita’s eco-
nomic growth brought economic benefit to the university, the
university’s expansion presumably will work to the further economic
advantage of Wichita.

The lesson for New England, as it’s taught by this case and dozens
* of parallel cases, is simple. As recently as the early 1980s, the ties be-
tween New England’s economy and its universities gave the re-
gion a distinctive competitive advantage vis-a-vis other regions of
the United States. By the mid-"90s — after our region will have
weathered the current recession and after our colleges and univer-
sities will have begun to shake off the damaging effects of the cur-
rent retrenchment — it’s likely those ties will no longer give New
England a clear advantage. For other regions will have done enough
by then to build similar and possibly stronger ties.

To a degree, of course, this is a tribute to New England’s exam-
ple. As changes in the economy placed a new empbhasis on the role
of higher education, New England was able to cite the number
and quality of its colleges and universities as a significant econom-
ic asset. As its economy outperformed the nation’s during the re-
cession of the early *80s, the citation rang true. Other regions ac-
cepted the New England model as the industry standard, so to
speak, and adapted it.

This isn’t to say schools in other regions are necessarily achiev-

ing full academic parity with
those in New England. It’s
just to say schools elsewhere
are developing enough to
stimulate the economies of
their regions today as New
England’s colleges and uni-
versities stimulated the econ-
omy of their region through
much of the ’70s and ’80s.
For example, the Georgia
Institute of Technology can
strengthen its contributions
to the regional economy of
the Southeast — as it’s do-
ing in manufacturing, qual-
ity improvement and new
business development —
without necessarily surpass-
ing the Massachusetts Insti-
tute of Technology. But if

|

the Southeastern economy
gets stronger, some of its added strength will work to the advan-
tage of Georgia Tech, and so equip it to contribute still more to
the region.

This obviously challenges the alliance between higher education
and the economy in New England to find ways even in these hard
times to strengthen itself strategically and quickly enough to avoid
losing its advantage. o

Ralph Whitehead Jr. teaches journalism at the University of Massachusetts
at Amberst. He has been studying the changing shape of the American mid-
dle class.
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University-Based
Public Service Centers

Could Rescue Manufacturing

Robert McMahon

s American manufacturing firms continue to fall behind

foreign competitors, university-based public service cen-

ters are well-suited to serve as links between appropriate

technologies and manufacturing companies. These cen-
ters have an interest in regional economic development. Their
faculty have experience introducing new ideas and may have expe-
rience with particular industries.

Consider the case of America’s machine-tool industry, which pro-
duces manufacturing tools and is at the core of the goods-produc-
ing sector of the economy. According to the report Made in Amer-
ica: Regaining the Productive Edge, U.S. firms fell from representing
25 percent of the world’s machine-tool production in the 1960s
to less than 10 percent in 1986. Furthermore, American manu-
facturers are shifting their reliance to foreign-made machine tools.

Reasons for the decline of this vital industry include the owner-
ship patterns of firms, business cycles and the failure to engage in
long-term research efforts. But perhaps most of the decline can be
attributed to a failure to take advantage of currently available tech-
nologies that would enhance the capabilities and operations of
machine tools.

The University of Southern Maine’s Center for Business and Eco-
nomic Research (CBER) — currently studying Maine’s metal-prod-
ucts manufacturers — has found these characteristics of decline to
be applicable to some firms in that industry.

The CBER study has found that firms fall into three levels of
sophistication. First are relatively large companies that can take
advantage of state-of-the-art technologies. Second are companies

that are willing to use modern technologies, but do not have the
technical expertise to implement changes that would allow them
to compete fully in the contemporary environment. Third are firms,
most often small, which are complacent. Unconcerned with or un-
aware of the changing environment, they conduct business the way
they always have. Eventually, these dinosaurs will fade away.

One of the purposes of the CBER study is to suggest appropriate
assistance for firms. One initial conclusion of the study is to target
small companies that are willing to change. Larger businesses are
able to help themselves; complacent ones are not interested in help.
Another conclusion is that most companies are aware of current
manufacturing technology thanks to trade journals and machine-
tool vendors. But a fruitful area for assistance is 7anagement tech-
nology and the introduction of decision-support systems. These
systems would focus on management functions such as forecasting,
scheduling, plant layout and material tracking.

Firms are not well aware of advances in manufacturing-man-
agement technologies. Small- and medium-sized shops are often
more attuned to production than to management. Trade journals
do not adequately explain these technologies, and vendors are less
likely to provide information, because the cost of such technology
is relatively low.

University-based assistance can go beyond the study stage. The
University of Maine System’s Center for Technology Transfer
(CTT) is currently considering a proposal to assist a number of
Maine’s metal-product manufacturing firms in adopting decision-
support systems. After identifying companies where success is
likely, CTT will evaluate their operations and help improve their
manufacturing-management technology. After an initial period,
CTT will evaluate the results of its intervention.

If the adoption of new management technologies is successful
at the demonstration sites, it will encourage other companies to im-
prove their management styles, and ultimately enable the indus-
try and region to become more competitive in a changing envi-
ronment. Q

Robert C. McMahon is an associate professor of economics at the Univer-
sity of Southern Maine and senior economist at the university’s Center for
Business and Economic Research.

Vermont: Economic Indicators
1985 1986 1987 1988 1989 1990*

Unemployment Rate 47 47 3.8 29 41 5.4
Total Manufacturing Employment 49.4 50.0 491 49.2 46.9 44.2
(in thousands)
Total Nonmanufacturing Employment 178.2 186.5 191.3 209.7 214.9 210.6
(in thousands)
Per-Capita Personal Income $12,415 $13,348 $14,302 $15,302 $16,371 N.A.
New Business Incorporations 153 148 167 160 130 162
Total Business Bankruptcy Petitions Filed 229 245 297 310 347 546
Total Construction Contracts Index el 204.6 216.8 233.3 161.5 1712.7
(indexed, 1980 = 100)
Total Housing Permits Authorized 379 393 416 373 290 189
Total Existing Housing Sales 111 14.4 11.9 10.8 1317 98
(in thousands)

*Reflects most recent data available at press time. See p. 20 for explanation.
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roads to recovery

A Formula for Re-emergence
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Nicholas P. Koskores

collapsing real-estate market, bank failures, major cutbacks
in defense spending, a competitive global marketplace and
spiraling energy prices brought on by the Persian Gulf cri-
sis present New England with a formidable challenge. But
there’s reason for optimism as we enter the 1990s. From the region’s
early days as an agriculture-based economy to the gizmo-laden
present, economic ups and downs are as much a New England
tradition as town meetings and disappointing Red Sox seasons.

This time, New England’s re-emergence likely will require a some-
what different formula. It’s not so certain that new industries alone
can bail us out as they have in the past. New enterprises such as
biotechnology are promising. But they simply are not the big job-
producers that past engines of growth were — industries like tex-
tiles, heavy manufacturing and high technology.

Better chances for economic recovery today will result from fos-
tering a climate in which New England business will be properly
cared for. This means nurturing the people who start up business-
es and make them run, as well as those who are responsible for
technological innovation. It also means making New England at-
tractive to business.

I see three basic steps needed to create healthy economic condi-
tions in this region:

o New England has to take the welcome mat out of the attic,
dust it off and invite business in. Wage and health-care costs and
the exacting price of regulation are some of the factors that prompt
business to stay in an area, move out or move in. A recent Bank of
Boston study indicates that such costs are much higher in New Eng-
land than in other regions.

A solid public infrastructure — sewerage systems, roads, bridges,
airports and the like — is also an attractive come-on for business.
For its part, The New England Council is taking a hard look at
the region’s airport capacity. By the year 2010, a significant gap will
have developed between air-service demand and airport capacity,
according to the council’s recently released study, Keeping New Eng-
land’s Economy Growing: Observations on the Emerging Crisis in Re-
gional Air Service.

Recognizing that this gap would pose a direct threat to New Eng-
land’s long-term economic stability and global competitiveness, the
council calls for a second major regional airport to service the econ-
omy and provide a bridge to marketplaces outside the region.

o New England must seize the moment offered by the promise
of a united European Economic Community marketplace and
even newer opportunities in Eastern Europe. These markets beck-
on to New England’s high-technology industry — still our major
manufacturing sector, employer and exporter. New trade oppor-
tunities warrant collective action from businessmen, entrepreneurs,
educators and public officials alike.

Liberalized export-licensing procedures and trade-reform mea-
sures of the kind U.S. Sen. John F. Kerry of Massachusetts and Rep.

Sam Gejdenson of Connecticut have championed are important

steps to take in keeping New England in the front ranks of first-class
global competitors. But more work must be done to assure that trade
laws safeguard U.S. intellectual property rights and help business-
es pry open overseas markets.

aNew England must invest significantly in today’s and to-
morrow’s workforce. Keeping workers’ skills sharp and kids’ minds
bright is New England’s and the nation’s paramount challenge. Para-
phrasing Harvard University’s Robert Reich, what’s most impor-
tant to the economy is what people bring to their work — more
skills equal a higher standard of living.

How do we make the necessary investment in human capital?
Washington could provide some answers. The new Congress will
consider reauthorization of the Higher Education Act, which con-
tains all the major federal education-financing programs. It is im-
perative that the reauthorization at least ensures that the next gen-
eration of American doctors, engineers, teachers and scientists has
access to affordable financing options, and that due consideration
be given to increasing the overall federal student-loan limits to re-
flect the higher costs students confront.

In addition, vocational training programs provide excellent, in-
novative and reasonably inexpensive training and retraining pro-
grams for the corporate community. Many vocational-education
programs encourage collaboration between businesses and schools.
For example, Middlesex Community College collaborates with
Wang to upgrade workers’ technical skills. These kinds of programs
must be further developed.

Not enough can ever be said about the importance of collabora-
tion. Partnerships among business, government and educational in-
stitutions build upon an awareness that tomorrow’s economic gains
hinge upon the reorganization of the workplace away from “no-
think” mass production to the creative flexibility only “smart”
workers can provide.

New Englanders have always enjoyed a reputation for “working
smart” — using their Yankee ingenuity to make ends meet. It’s time
to put that reputation to the test. We cannot arbitrarily choose an
industry and dub it our next engine of growth. But if we can guar-
antee that New England will retain a well-educated, highly skilled
workforce, that engine will evolve naturally, pick up steam in a cli-
mate conducive to economic growth and business expansion and
drive us to overseas exporting opportunities and economic pros-

perity. 0

Nicholas P. Koskores is president and chief executive officer of The New
England Council Inc., the oldest regional business group in the United States.
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0 Average 1990-91 tuition and fees at Massachusetts independent colleges and universities: $10,792

Q Average a decade earlier: $4,221

Q Two-year gain in state tax funds for operating expenses of higher education in Maine, fiscal 1989 to fiscal 1991: 21%
Q In Massachusetts: — 20%

Q Rank of Massachusetts among the 50 states and the District of Columbia in library expenditures per student in public higher
education: 51st

Q In instructional expenditures per student in public higher education: 51st

0 Number of bankruptcy petitions filed in Massachusetts in 1985: 2,017

Q Number filed in 1990: 10,142

Q Increase in full-time enroliment at U.S. higher-education institutions, 1970 to 1989: 32%

Q In part-time enroliment: 109%

Q Percentage of full-time students who receive state-based student aid: 71

Q Percentage of part-time students who do: 29

Q Percentage of full-time students who receive employer-provided tuition assistance: 19

Q Percentage of part-time students who do: 81

Q Average difference in monthly earnings between an associate’s degree holder and a high-school graduate in 1984: $307

Q Average difference three years later: $537

Q Percentage of employers who list educational background among the three most important traits in employees: 40

0 Percentage who list interpersonal skills, including good manners, among the top three: 84

0 Estimated percentage of male bachelor's degree recipients who receive course credit for playing varsity football or basketball: 2.2
Q Estimated percentage of female bachelor's degree recipients who do: 0.5

Q Percentage of 1975 college presidents who were women: 5

0 Percentage of 1989 college presidents: 11

0 Minimum point difference in combined SAT scores needed to reflect a likely difference in abilities among two test-takers: 142

O Estimated number of points an SAT-taker could gain with good coaching: 100+

0 “ldeal” ratio of precollege guidance counselors to students: 1-to-100

QO Ratio in Boston Public Schools: 1-305

O Estimated number of yearly openings for registered nurses in New England through 1995: 6,343

O Estimated number of registered nurses graduated from New England institutions in 1989: 3,587

Q Increase in U.S. manufacturing wages, 1984 to 1989: 15%

Q Increase in New Hampshire manufacturing wages: 32%

Q U.S. high-school dropout rate in 1988: 27%

Q Connecticut high-school dropout rate: 18%

0 Connecticut residents as a percentage of freshmen enrolled at all Connecticut colleges and universities in 1988: 78

0 Vermont residents as a percentage of freshmen enrolled at all Vermont colleges and universities in 1988: 43

Sources:

1,2 Association of Independent Colleges and Universities in Massachusetts; 3,4 Center for Higher Education, lllinois State University; 5,6 Institute for Economic Studies,
University of Massachusetts; 7,8 U.S. Bankruptcy Court, District of Massachusetts; 9,10,11,12,13,14 National University Continuing Education Association; 15,16 American
Association of Community and Junior Colleges; 17,18 Communication Briefings; 19,20 A College Course Map, U.S. Department of Education; 21,22; American Council on

Education; 23 The College Board; 24 FairTest; 25 National Association of College Admission Counselors; 26 Boston School Department; 27,28 New England Health Occupations
Training Coalition; 29,30 Grant Thornton; 31,32,33,44 U.S. Department of Education
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New Competition on Campus
The Opening of the College Retirement System

t used to be that you retired to a rock-
ing chair at 65 and died at 72,” the speak-
er said wistfully. “Things were simple
back then.”

The speaker — Radcliffe Financial Vice
President and Treasurer Louis R. Morrell
— was only half joking. For as his audience
of 150 New England college and universi-
ty administrators already knew, planning for
retirement these days is anything but sim-
ple.

The administrators — attendees ata New
England Board of Higher Education
fall conference on “New Choices Fac-
ing College and University Pension
Funds” — met in Boston with offi-
cials from some of the major invest-
ment firms in the country to discuss
recent changes in the college pension
fund market. Since last March —
when an SEC ruling opened the $84
billion college retirement plan of
TIAA-CREF to increased competi-
tion — colleges and universities have
been faced with a myriad of new pen-
sion options to offer their faculty and
staff.

But the large selection of investment op-
tions now available to academia is not the
only issue now facing college and universi-
ty pension plan administrators. The new
choices come at a time when new govern-
ment regulations governing retirement funds
as well as the elimination of mandatory re-
tirement of tenured faculty — effective in
1994 — are changing the way colleges and
their employees must plan for retirement.

Economic and societal changes, moreover,
are also affecting retirement planning. “Peo-
ple are retiring earlier and living longer,” said
Morrell, the conference’s keynote speaker.
“And if you're going to retire eatlier, you’re
going to have to support yourself [in retire-
ment] longer.”

The longer you live, he continued, the
more inflation your retirement fund will
be exposed to, making it worth less and less.

Finally, add the uncertainty of investing

JENNIFER McCAULEY

in the 1990s. The new decade has yet to
show signs of repeating the investment suc-
cess of the *80s, making it increasingly dif-
ficult for colleges and their employees to plan
for retirement.

As Morrell noted, retirement isn’t what it
used to be.

Away from the status quo

TIAA-CREF’s numbers are impressive
— $84 billion in assets; 1.4 million partic-
ipants; 4,400 educational institutions

throughout the country. Itis the largest pen-
sion fund in the world — and for the ma-
jority of its 72 years in business, the only
game in town.

Since its beginning in 1905 — when An-
drew Carnegie promised free pensions for
every faculty member at non-religiously af-
filiated colleges in the country — to its trans-
formation into a defined contribution plan
in 1918, TIAA-CREF (Teachers Insurance
Annuity Association and College Retirement
Equities Fund) maintained a lock on the col-
lege retirement fund market. It was a hold
that endured even after a change in the tax
laws in the 1970s allowed mutual funds to
compete in the campus market, for TIAA-
CREF had an unusual policy: Once you
were in, you couldn’t get out.

Participants in CREF, the equity fund,
were allowed to transfer their money only
to TIAA, the fixed-income fund that invests
in mortgages and bonds. Once in TIAA, the

money stayed there until retirement, at which
time participants received an annuity for life.
So, while colleges began offering other in-
vestment alternatives, employees who already
had money in TIAA-CREF couldn’t trans-
fer it to the alternate provider even if they
wanted to.

“If you're 2 monopoly ... you get used to
doing things a certain way without answer-
ing a lot of questions,” says Barron’s finan-
cial writer Maggie Mahar, whose articles on
the market changes have drawn fire from

Competition raises questions.
Attendees at NEBHE's conference on “New
Choices Facing College and University Pension
Funds.” The conference was underwritten by
Fidelity Investments, Lincoln Investment
Planning, TIAA-CREF and

The Vanguard Group.

TIAA-CREF management. “Competition
raises questions.”

One question raised was why participants
in TIAA-CREF had only two investment
options — namely, TIAA and CREF. To
respond to the growing calls for more op-
tions, TIAA-CREF decided to offer a mon-
ey market account. Doing so, however,
meant registering with the Securities and Ex-
change Commission.

The SEC was not in existence when TIAA
was founded, and the pension fund had been

set up as an insurance company, to be regu-
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lated by the New York State Insurance De-
partment. Thus, SEC rules that regulated
other pension providers regarding fund trans-
fers and participants’ voting rights did not
apply to TIAA-CREF.

When it registered with the SEC in 1985,
TIAA-CREF applied for exemptions from
these regulations, sparking protests from,
among others, Stanford University, the
American Association of University Profes-
sors and competing investment companies.
Public hearings were requested and negoti-
ations between TIAA-CREF and the SEC
continued until December 1989.

The agreement reached at that time not

only gave CREF participants three new funds
to choose from (a money market account, a
bond fund and a “social choice” fund), but
also gave shareholders voting rights and the
right to transfer their funds to competing in-
vestment companies if their colleges con-
sented.

In addition, CREF policyholders would
also be allowed to receive lump-sum dis-
bursements of their accounts (a right known
as cashability) upon retirement or changing
jobs, an option that would also require ap-
proval by a college’s governing board. As for
TIAA, policyholders can begin transferring
funds in August 1991, but must do so over

a 10-year period.

The result of these changes? Basically,
more choices.

“Freedom of choice is an important fac-
tor,” says Morrell. “There are massive in-
vestment alternatives for employees to choose
from — and competition makes everyone
better.”

Retirement fund vs. Investment fund
But competition does raise more ques-

tions. One point of dispute is whether a re-

tirement fund should be looked upon as

continued on page 41.

Luring Faculty

ncreased competition in the

college pension fund mar-

ket bears special significance

for New England and the
nation at a time when colleges
and universities predict in-
creasing difficulty in filling va-
cant faculty positions.

More than half of America’s
colleges and universities are al-
ready having trouble filling va-
cant faculty slots, according to
Campus Trends 1990, a recent
survey conducted by the Amer-
ican Council on Education.

In addition, 59 percent of
college administrators ranked
the hiring and retention of fac-
ulty among the top three chal-
lenges facing their institutions
in the next five years.

To lure qualified faculty
from a shrinking pool of ap-
plicants, colleges are enhanc-
ing their benefits packages.
College administrators say a
variety of retirement plan op-
tions may prove to be an es-
pecially important draw for
high-caliber faculty.

“As more employees be-
come aware of the [pension]
choices that are available else-
where ... having choices may

become a hiring advantage in
the marketplace,” says Marcia
Selz, president of Marketing
Matrix, a research organization
that has surveyed universities
on their retirement plans.

New England — with 263
colleges and universities and
an estimated 150,000 college
employees — has a major stake
in the new market conditions.
The region’s dismal econom-
ic climate and cuts in higher-
education funding already have
deterred highly sought-after
applicants from accepting
teaching positions in the area.

Massachusetts Bay Com-
munity College’s search for
nursing faculty last summer at-
tracted about a dozen local ap-
plicants, down from nearly 50
three years ago. Massachusetts
Bay President Roger Van Win-
kle blames the decline on the
region’s economy and constant
budget cutbacks that have re-
sulted in layoffs at the college.
“People aren’t interested in
coming to work for a public
college in that kind of atmo-
sphere,” he says.

ORP needed?

College administrators say
Massachusetts public institu-
tions may face a special disad-

vantage because — unlike
those of the other New Eng-
land states — they offer no op-
tonal retirement plan (ORP),
such as TIAA-CREF.

ORP contributions are di-
rected to individual

of participation before em-
ployees can receive any bene-
fits.

“The state pension plan is
fine for people who spend a
career in Massachusetts and re-

accounts rather than
to a state’s own pen-

sion system. The
ORP’s main advan-

tage is portability: the
ability to take retire-
ment savings from
one job to another.
For academics, who
commonly change
jobs several times dur-
ing their careers, an
ORP allows them to
continue building
one retirement fund
during their career,
rather than starting
over every time they

For academics,

who commonly change jobs

several times during
their careers,
an ORP allows them
to continue building
one refrement fund
during their career,
rather than starting over

every time they change jobs.

change jobs.

Virtually all independent
colleges and universities and all
but nine states offer portable
retirement plans for their fac-
ulty. In Massachusetts, how-
ever, public college employees
who come from out of state
must leave behind their previ-
ous retirement plans and en*
roll in the state’s retirement

system, which requires 10 years

tire at age 65,” says Thomas
M. Jones, vice president for
administration and finance at
North Adams State College
[no relation to TIAA-CREF
Chief Financial Officer
Thomas W. Jones]. “But I be-
lieve we need to offer new hires

from out of state the same kind
of pension they’ve got already.”
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Let the competition begin!

John C. Bogle, chairman of the board of the Vanguard Group of Investment
Companies, kept his advice to college administrators at NEBHE’s October conference
short and sweet: “Save you must!” Bogle cautioned conference attendees to maintain a
balanced, diversified investment program — while keeping an eye on costs — and to
choose carefully from the many investment options before them. “There were 365 equity
mutual funds a decade ago,” he said. “Today there are 1,043. Not all of them are desirable
... but educational institutions and educators should have the right to make
their own choices — even their own mistakes — as do other investors.”

Jones had to stop partici-
pating in his TIAA-CREEF re-
tirement plan when he came
to North Adams from Roger
Williams College in the mid-
1970s.

Without an ORP, educators
may find accepting new teach-
ing positions becomes a costly
proposition. According to a
recent study published in Ber-
efits Quarterly, a faculty mem-
ber starting a career at $30,000

per year and expecting to work
35 years with 3-percent annu-

al salary growth could lose up
to one third of his expected re-
tirement benefits from a single
mid-career move.

“If we are to compete re-
gionally and nationwide for
top faculty, an ORP is sorely
needed,” says Randolph
Bromery, chancellor of the
Massachusetts Board of Re-
gents of Higher Education.

A bill allowing Mas-
sachusetts public higher-edu-
cation employees to enroll in
an ORP is in its third year in
the state Legislature. Rep.
Kevin Blanchette, House
chairman of the Joint Public
Services Committee and an
opponent of the bill, says that
allowing current state college
employees — who tend to be

among the highest-paid state
workers — to switch to an al-
ternate plan would draw mon-
ey out of an already-weak Mas-
sachusetts pension system. -

“It doesn’t make sense to
skim the higher-paid state [col-
lege] employees out of the
pool,” he says. “It doesn’t
make sense to isolate one group
of public employees from the
rest and offer them a separate
pension plan.”

Blanchette also believes aca-
demics will always be drawn to
the Bay State, regardless of the

pension benefits offered.
“We've always been able to re-
cruit people here. I think we've
got enough going for us that
that’s nota problem atall,” he
says.

But supporters from busi-
ness and education associations
point to higher education’s role
in New England’s economy, a
role that could be compro-
mised if the best talent is de-
terred by the lack of benefit
choices.

“A strong public university
system educates and employs

our labor pool and infuses
much-needed dollars into our
struggling state economy,” says
Gordon N. Oakes, chair of the
University of Massachusetts
Board of Trustees.

Rep. Kenneth Lemanski, a
cosponsor of the ORP bill,
agrees. “We have to support
our public college system,” he
says. “We should be able to of-
fer an ORP, and put Mas-
sachusetts’ higher-education
pension benefits on a par with
other systems in the North-
east.” 0

Bringing Facuy Home
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NEW COMPETITION...

continued from page 38.

just that — a long-term plan used exclusively
for retirement — or as an investment fund
to be used as the employee sees fit.

According to TIAA-CREF’s Executive
Vice President John J. McCormack, the
answer is simple. “At TIAA-CREF, we know
what our answer would be ... it is a retire-
ment fund first and foremost and a retire-
ment fund for the long term.”

But others aren’t so sure. If the option
of cashability allows the employee to re-
ceive his retirement savings in one lump
sum, then that employee could conceiv-
ably do whatever he wants with the money
when he receives it. Some institutions con-
tend, however, that if the university is mak-
ing contributions to an employee’s retire-
ment savings, that money should be used
exclusively for retirement.

“As far as I'm concerned,” says Raddliffe’s
Morrell, “[the pension fund] belongs to the
employee entirely. But if you take the premise
that there is a tacit agreement between the
employee, the Internal Revenue Service and
the employer that that money is set aside for
retirement purposes, then I think it is con-
sistent to say to the employee, ‘That’s how
it’s going to be used.’

“I personally would oppose lump-sum
distributions,” he adds.

David J. Rights, president of Rightime
Econometrics-Lincoln Investment Planning,
disagrees. “The issue is ownership and con-
trol,” he says. “If you annuitize [as opposed
to taking a lump-sum payment], then in
essence the insurance company owns your
principle and merely doles out the crumbs
to you over time.”

Squarely on the institution’s side of the
fence is TIAA-CREF’s McCormack. “In-
stitutions have a very real stake in their re-
tirement programs,” he says.

It is a sentiment echoed by those college
administrators who fear that if employees
are allowed to cash out their retirement funds
every time they change jobs, they will have
spent their pensions long before they reach
retirement.

“If you think it’s a jungle out there now,
wait until those [retired] staff, not just fac-
ulty, start pounding on your door after
they’ve lost their money,” cautions Ernst
Benjamin, general secretary of the American
Association of University Professors. “They’re
absolutely sure it’s your fault for letting them
doit.”

Benjamin says that while a university

~would bear no legal obligation to support

a former faculty member who had squan-
dered his retirement savings, pressure from
current faculty and former students would
put the university in a difficult position.
And with no mandatory retirement, he adds,
universities could be faced with a 90-year-
old faculty member who is still teaching
because he or she never managed to accu-
mulate a sufficient retirement income.
Such ominous predictions, however, are
not supported by the experiences of those
institutions that already offer transferability
and cashability. Johns Hopkins Universi-

academia on what the coming decade will
bring — rising tuition, belt-tightening, more
faculty retirements and fewer qualified ap-
plicants to replace them — the view on Wall
Street is much less certain and much hard-
er to predict.

“In the ’80s, if you had money it was easy
to make more,” Barron s Mahar says. “In the
’90s, it looks like it will be much harder to
keep your retirement fund ahead of infla-
tion.”

Particularly, Mahar claims, if TTAA-CREF
continues to follow the strategies that served
it so well in the 1980s. In TIAA, that strat-

egy relied heavily on investing in real estate

ty, for example, has offered
cashability to its pension
fund participants since
1983 and to date, no one
has exercised the option of
a full lump-sum payment.
Tufts University began
offering alternatives to
TIAA-CREF and casha-
bility in 1984 and, accord-
ing to Executive Vice Pres-
ident and T'reasurer Steven
Manos, things have gone
smoothly. “People tend to
be very conservative in what
they do with their pension
and investments,” he says.
“We have not seen irra-
tional behavior.”
Moreover, colleges and
universities do not have to
allow 100-percent casha-

“No longer is a retirement plan a nice thing
to have. The state of our economy
makes it an absolute necessity.”

— Fidelity Senior Vice President
Thomas T. Bieniek.

bility under the new agree-

ment; instead, they may offer lump-sum pay-
ments of a specified percentage of an
employee’s account, thereby reducing the
risk of an employee frittering away a career’s
savings.

Manos believes that, given the cashout op-
tion, most employees would manage their
funds responsibly. And while acknowledg-
ing that there may be the occasional em-
ployee who uses the lump-sum payment
to take a trip around the world or buy a sum-
mer home, he doesn’t think universities
should prohibit cashouts to prevent those
possibilities.

“These desires might not be wise,” he says,
“but are we truly in the business of forcing
wise decisions?”

Looking ahead: the 1990s

While there’s general agreement in

and mortgages; as for bonds, the strategy was
buy and hold to maturity.

But the real estate market of the *90s is not
the boom market of the ’80s. And while
TIAA-CREEF puts its mortgage default rate
at only 4 percent, real estate may not be the
solid-gold guarantee it was 10 years ago.

TIAA’s bond portfolio, meanwhile, has
been estimated by outside sources to be 15-
percent junk. And holding junk to maturi-
ty, Mahar says, could backfire. “In the *90s,”
she says, “sitting on junk could be a painful
proposition.”

TIAA-CREF denies the 15-percent fig-
ure, claiming its percentage of junk bonds is
closer to 10 percent. And as for the ‘buy
and hold’ strategy, Chief Financial Officer
Thomas W. Jones says that’s part of the plan.
“For retirement purposes, what one is try-
ing to do is to achieve the superior returns
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in the market over time while minimizing
transaction costs.

“Do we buy and hold? We tend to,” Jones
says. “Do we sell assets? Yes, we do.”

As for keeping a pension fund ahead of
inflation, Jones says, “That’s precisely the
reason why we keep a significant percentage
of TIAAs assets in mortgages and real estate
— because they’re inflation-sensitive.”

CREF, meanwhile, is 70-percent indexed,
or invested by computer to match the move-
ment of an index, such as Standard & Poor’s
500-Stock Index.

Even TIAA-CREFs critics acknowledge
that the size of TIAA-CREF made indexing
a wise move. Because of the sheer enormi-
ty of the fund, every time it tried to buy or
sell something, it would make an impact on
the market, driving the price up on some-
thing it wanted to buy or driving the price
down on something it wanted to sell.

“TIAA-CREF is like a big ship,” Mahar
says. “It’s very hard to turn a big ship quick-
ly without making waves that splash all over
you.

So CREF was indexed to the S&P; as long

as the S&P did well, so did CREF. And in
the 1980s, the S&P shot up nine years
straight. But unfortunately, those nine years
appear to be something of a financial aber-
ration.

“It’s never happened before in financial
history and this doesn’t look like it’s shap-
ing up to be the decade where it’s going to
happen again,” says Mahar. “In fact, since
January of 1990, the S&P has lost 11 per-
cent and CREF has lost over 13 percent.”

To avoid bearing such a heavy impact
on the market, Mahar suggests, TIAA-CREF
could break up the $36 billion in CREF
and lease it out to smaller companies that
would actively manage it.

“In the 1990s, it might indeed be great-
ly preferable to try picking stocks rather than
sitting and sinking with the S&P,” she says.

What does TIAA-CREF have to say about
all this?

“We as managers don’t unilaterally decide
what investment policy will be,” Jones says.
“In the case of CREF, [the] finance com-
mittee is dominated by outside directors ...
and so far, we are very satisfied with the in-

ere Can
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vestment results that are being achieved.
“We're not asleep at the switch.”

Financial education: a new priority

One of the few things everyone in the
college pension fund market agrees on, it
seems, is the need to educate employees on
the various options now confronting them.
Of the 4,400 educational and research in-
stitutions that offer TIAA-CREF, about
600 currently offer alternative pension op-
tions. And with transfers and cashability
now available to TIAA-CREF participants,
that number is likely to grow.

“Bringing in alternatives without training
(employees) is equivalent to giving them a
loaded shotgun,” Morrell says.

Adds Robert M. Wilson, Johns Hopkins’
vice president for personnel programs, “We
learned very early-on the importance of ed-
ucation and communication.

“This education and communication pro-
gram is, in our judgment, not a burden but
a basic responsibility.”

But how should colleges go about edu-
cating their employees?

Pension providers recommend financial
workshops, seminars, brochures and indi-
vidual counseling from investment experts
to ease the transition for campuses plan-
ning to offer alternatives to TIAA-CREF.

Marcia Selz, president of Marketing Ma-
trix Inc., says that as a group, college facul-
ty want to know more about their pension
options.

“Academicians, by nature, study things
carefully,” she says. “Employees are inter-
ested in what is going on concerning their
retirement plans, [but] there is a great deal
of reliance on the institution to provide the
information they want.”

By educating employees on their options,
itis hoped that the fiscal imprudence feared
by some administrators will be avoided. But
education programs may have another ben-
efit as well — better administration and em-
ployee relations.

“The education program has been really
like magic,” says Johns Hopkins’ Wilson.
“We have discovered that our relationships
to our faculty have improved very dramat-

ically” 0

Jennifer McCauley is a staff writer for

Connection.



After the Elections:

New England’s winners may face
their toughest campaign yet

JOHN 0. HARNEY

ow that they’ve had time to sur-
vey New England’s balance
sheets, winners of last Novem-
ber’s elections may long for the
rigors of the campaign trail.

Take the case of Bruce Sundlun, Rhode
Island attorney, businessman, “outsider” and
thanks to 74 percent of the vote, the region’s
only Democratic governor. While victory
was sweet, Sundlun faces many of the prob-
lems that doomed Edward DiPrete, the Re-
publican incumbent he trounced at the polls.

Most notably, the Ocean State’s fiscal
1991 budget shortfall is pegged at $200 mil-
lion — 13 percent of the state’s relatively
small budget. By some estimates, the gap will
widen to at least $300 million in fiscal 1992,
which begins in July. Standard & Poor’s has
the state’s AA credit rating on “watch.”

Sundlun during his campaign advocat-
ed a range of innovative educational pro-
grams, from modernized vocational edu-
cation to stepped-up financial aid for adult
workers. The new governor’s proposed 21st
Century College Guarantee — a still-sketchy
tuition prepayment plan — even found a
place in his inaugural address. But while
observers say Sundlun’s commitment to im-
proving education remains, his priorities had
to change quickly.

“The first thing Bruce wants to do is solve
the worst budget crisis in Rhode Island his-
tory and the largest budget crisis, by per-
centage, in the United States,” says the gov-
ernor’s communications director David
Preston.

Symbolic of the economic and fiscal cri-
sis consuming the region, Sundlun’s first ma-
jor act was to order the temporary closing of
45 Rhode Island banks, credit unions and
investment companies whose private deposit
insurer appeared headed toward failure.

If misery loves company, Sundlun can
look in any direction. In Connecticut, for-
mer U.S. Sen. Lowell P. Weicker Jr., a lib-
eral Republican who ran as an independent,
captured a governor’s seat held by Democrats

for 32 of the previous 36 years. Now We-
icker and a Democratic Legislature are grap-
pling with a $600 million shortfall for fis-
cal 1991 — about 9 percent of the state’s
budget. If the imbalance is carried into fis-
cal 1992, the shortfall could mushroom to
$2.2 billion.

In Massachusetts, antipolitician sentiment
was strong enough that gubernatorial can-
didates endorsed by both major partes were
knocked out of the race in the primaries by
outsiders who never held elective office: for-
mer U.S. Attorney and Assistant U.S. At-
torney General William Weld, a Republi-
can, and Boston University President John
Silber, a Democrat.

The budget shortfalls
— and the election results —
are largely the products
of a New England economic
boom gone bust.

When Weld won, Bay State Republicans
had their first statewide victory since Ed
Brooke was re-elected to the U.S. Senate
in 1972. Though Republicans account for
only 14 percent of the state’s registered vot-
ers, an appeal to the large bloc of indepen-
dent Massachusetts voters also helped the
GOP win several seats in a Legislature that
is one-quarter new — enough in the Senate
to sustain a Weld veto.

But alas Weld inherits a state with heavy
debt and the lowest credit rating in the coun-
try. A week into the job, Weld’s Secretary of
Administration and Finance Peter Nessen
warned that the state’s 1991 budget short-
fall had reached $850 million — and would
rise to $1.6 billion next year absent strong
fiscal medicine.

Moreover, Weld is presiding over a state
government as short on credibility as it is on
revenue. It took the new governor about five
weeks to appoint his first cabinet member
partly because, as the Boston Globe lament-

ed, “While politicians and public employ-
ees have been subject to derision for decades,
this year, in Massachusetts, the poisonous
public mood has reduced their standing to
the lowest level ever.”

In Vermont, Republican Richard Snelling
defeated former state Senate President Pro
Tem Peter Welch, a Democrat, to reclaim
the governor’s office he held for four terms
ending in 1985. The seasoned public man-
ager is expected to work well with a legisla-
ture split nearly evenly between Republicans
and Democrats. But the small state faces a
big task: eliminating a fiscal 1991 shortfall
estimated as high as $70 million. Snelling
warns that the shortfall could reach $350
million over the next two fiscal years unless
action is taken.

Recession-proof ?

The budget shortfalls — and the elec-
tion results — are largely the products of a
New England economic boom gone bust.
By the summer of 1990, consumer confi-
dence in the region had dipped to the low-
est level ever recorded, based on how con-
sumers (read voters) perceive changes in
business conditions, job availability and fam-
ily income. And for good reason. From Bath
Iron Works in Maine to General Dynamics
in Connecticut, major New England em-
ployers spent much of the year churning out
pink slips.

While three miracle-era governors —
William O’Neill of Connecticut, Michael
Dukakis of Massachusetts and Madeleine
Kunin of Vermont— thought better of fac-
ing the voters, two incumbents showed re-
cession-proof qualities in November.

In Maine, John McKernan Jr. beat back
achallenge from U.S. Rep. Joseph Brennan,
the man he replaced in 1987 to become the
state’s first Republican governor in two
decades. But less than two months after his
re-election, McKernan was wrestling with a
$110 million shortfall and a special session
of a feisty Legislature, in which Democrats
enjoy their largest-ever majority. After law-
makers soundly defeated McKernan’s plan
to pluck $83 million from a state retirement
fund as part of a budget-balancing package,
the governor ordered $40 million in cuts.
But soon afterwards, new estimates put the
shortfall at $160 million.

In New Hampshire — where voters
haven’t backed a Democrat for president
since Lyndon Johnson — Republican in-
cumbent Judd Gregg defeated former state
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Democratic Chairman Joseph Grandmai-
son. But Gregg began his second term star-
ing down an estimated $110 million short-
fall. The state budget has already been cut
by 3 percent across the board, with a 9-per-
cent reduction in personnel. Just how bad
are things in New Hampshire? In Decem-
ber, four lawmakers called for a state in-
come tax — and they weren’t laughed out
of Concord.

For Gregg, Snelling and Sundlun, speed
counts. Their states are the only ones in the
country that limit governors to two-year
terms — and 24 months is a short time to
reverse rising unemployment, declining in-
come growth and voter anger.

Changed political landscape
Before the elections, New England’s six
governorships were split evenly between Re-
publicans and Democrats. Now, there are
four Republicans, one Democrat and an
independent. And while party control of state
legislatures was mostly unchanged, the
GOP’s margin in the New Hampshire Sen-
ate shrunk, as did the Democratic lead in the
Massachusetts Senate. (See chart.)
November’s winners will shape New Eng-
land’s political landscape for a long time. Be-
sides tackling the fiscal challenge, this year
they begin the decennial exercise of carv-
ing up new congessional districts based on
the census. In Massachusetts — which will
lose a House seat due to low population
growth — Weld immediately urged that re-
districting give more power to minority
neighborhoods in Boston, which are now
split among three gerrymandered districts
represented by White congressmen.
Already, New England voters have shak-
en up their congressional delegation. Ver-
mont’s only U.S. House seat — long dom-
inated by Republicans — is now occupied
by former Burlington Mayor Bernard
Sanders, the first Socialist elected to the
House in six decades. Connecticut’s Fifth
District House seat belongs to former Wa-
terbury Alderman Gary Franks, the first
Black Republican elected to the House in
about as long. Richard Swett became the first
Democrat since 1912 to win New Hamp-
shire’s Second District House seat.
“Asvoters turned away from familiar faces,
they were willing to experiment,” says po-
litical observer Ralph Whitehead Jr., a jour-
nalism professor-at the University of Mas-
sachusetts in Amherst. “They were impatent
with the cast of characters that seemed to

personify the status quo.”

The experimentation had limits. The re-
gion’s weightiest ballot question would have
rolled back two years of Massachusetts tax
and fee hikes and cost the state more than
$2 billion a year in revenue.

Question 3 sponsors described the initia-
tive as a club to slam over the head of gov-
ernment — and for a while, a majority of
Bay Staters agreed. But by November, vot-
ers— reveling in the primary defeats of many
Beacon Hill “insiders” and fearing Question
3 would have a devastating impact on social
services, public higher education, local aid
and road and bridge projects — crushed
the initiative by a 60-to-40 margin. “The ini-
tiative’s opponents developed a media cam-
paign that spoke to the minds of the vot-
ers, rather than to the viscera,” says

‘Whitehead.

Almost all the region’s
public campuses have asked for
double-digit increases in state
funding for fiscal 1992.

Fat chance.

Some observers similarly interpreted
Weicker’s victory in Connecticut as a mes-
sage not to dismantle state government.
“Voters didn’t want to go with the extreme
tax-cutting mentality ... if they wanted to,
Rowland gave them the chance,” says David
Walsh, political science professor at Southern
Connecticut State University. “Instead, they
went with somebody who really did have
some leadership ability.” Former U.S. Rep.
John Rowland, a Republican, placed second
in the three-way Connecticut governor’s race.

That’s not to say taxes are in vogue; though
Snelling and Weicker kept the door open to
tax increases, all the new and returning gov-
ernors expressed a campaign preference for
spending cuts. Expect higher education to
take some of those cuts.

Higher ed on a shoestring

Almost all the region’s public campuses
have asked for double-digit increases in state
funding for fiscal 1992. Fat chance.

It’s not that the six governors are hostile
toward higher education; for the most part,
they are supportive. Says former Rhode Is-
land Commissioner of Higher Education
Eleanor McMahon, “Sundlun’s disposition
toward higher education is very positive. But
the context in which he is operating is going
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to make it difficult to translate even vague
commitments into positive action in the near
future.”

Rhode Island already is among only three
states that posted a two-year drop in state ap-
propriations for higher education from fis-
cal 1989 to fiscal 1991. Massachusetts and
New Jersey are the others.

Sundlun during the summer said he
would try to avoid midyear cuts in campus
funding. But his administration does plan
to “make sure we get the most for our mon-
ey in higher education, specifically from
the standpoint of eliminating overhead [in-
cluding] upper-level management,” says Pre-
ston, the governor’s aide.

One popular strategy will be to maximize
existing resources. During the campaign, for
example, Sundlun proposed that either the
University of Rhode Island or Rhode Is-
land College open an “export school” for
small businesses. Given budget constraints,
the governor now will try to forge a part-
nership with the existing export center at
Bryant College, a private institution.

Even before Snelling’s inauguration, all
Vermont agencies were asked to consider as
a worst-case scenario a 21-percent cut for fis-
cal 1992. Higher education is likely to fare
better. But University of Vermont officials
expect Snelling to propose a 1992 appro-
priation about 5 percent below this year’s.

“I think Snelling is very supportive of high-
er education — as much as the previous
administration was, and I hope, more so,”
says Vermont’s Senate Education Commit-
tee Chairman Jeb Spaulding. “But no mat-
ter who's in there, I think we’re going to have
some pretty tight times across the board, and
I don’t think higher education is going to be
able to escape untouched.”

The problem in Vermont: If historically
low state appropriations to public campus-
es continue to shrink, the state’s highest-
in-the-nation tuitions will rise further. And
though Vermont traditionally directs a rel-
atively large share of its higher-education
support to financial aid, spring semester was
expected to bring cuts in state grants. “The
accessibility and affordability issues are go-
ing to become more severe,” says Spaulding.

Connecticut officials have weighed cuts
in some agencies between 7 percent and 20
percent. Public campuses, however, see rea-
son for optimism. During the campaign,
Weicker aides reportedly assured higher-
ed lobbyists that the new governor would
not make deep cuts in higher education.



The Statehouses: A Look at Turmover and Party Balance

HOUSEBY  SENATE BY NEW TO NEW TO LEGISLATIVE
GOVERNOR PARTY PARTY HOUSE SENATE TURNOVER
Connecticut 89D 20D 24 9 18%
Weicker (I) 62R 16 R
Maine 97D 22D 36 8 24%
McKernan (R) 54 R 13R
Massachusetts 121D 24D 43 14 28%
Wed (F) 38R 16 R
11
New Hampshire 271R 13R 118 10 30%
Gregg (R) 127D 1D
Weld 21
Rhode Island 86D 45D 18 13 21%
Sundlun (D) 24R 5R
Vermont 75R 15R 34 6 22%
Snelling (R) 73D 15D
Sundlun 21 Snelling
D =Democrat; R =Republican; | = Independent

And educators are impressed by Weicker’s
appointment of former state Rep. William
Cibes Jr. as secretary of the Office of Policy
and Management. “Cibes is somebody who
understands the value of education services
...and I don’t think he’ll be out to destroy
the public system,” says Walsh.

Democrats in the Connecticut Legisla-
ture — who have already assailed a special
commission’s plan to merge public institu-
tions — also are expected to defend higher
education.

Maine’s McKernan has been lauded as
one of the nation’s leading governors on
education. He is chairman-elect of the Ed-
ucation Commission of the States and chair-
man of Jobs for America’s Graduates, a na-
tional job-training group. Under his
leadership, Maine improved its funding of
higher education faster than any other state
in New England. But that kind of growth is
on hold.

The University of Maine System has al-
ready lost $9.6 million to cuts in the current
two-year budget cycle. And in January, the
governor and the Legislature proposed slash-
ing $1.6 million more from the System for
the six months left in the fiscal year.

It could have been worse. An earlier pro-
posal to cut 15 percent from virtually ev-
ery state program between January and June
would have cost the System $11 million in
the current fiscal year and prompted lay-
offs and midyear tuition hikes. “One cam-

pus said it would be easier to shut down for
the spring semester than deal with the 15-
percent cut,” says state Rep. Nathanial J.
Crowley, House chair of the state Legisla-
ture’s Joint Committee on Education.

Still, further belt-tightening could put the
System’s fiscal 1992 appropriation $13 mil-
lion below the current level.

In New Hampshire, the fiscal 1991 high-
er-education appropriation is up a mere 1
percent from fiscal 1989. The damage caused
by funding cutbacks, including midyear cuts
in 1990, was clear to Senate Education Com-
mittee Chairman George Disnard as he
toured the state’s technical schools. Says Dis-
nard, “In the health fields, students are us-
ing equipment that is 25 years old.”

While Granite State educators say the
new state Senate will support higher edu-
cation, competition for scarce state dollars is
heating up. “Education ought to be viewed
as part of the answer to other problems, but
it’s often viewed as just one more voice at the
table trying to get money,” says former New
Hampshire Gov. Walter Peterson, now pres-
ident of Franklin Pierce College.

Mass. confusion

Despite the defeat of Question 3 — which
the Massachusetts Board of Regents of High-
er Education estimated would cost state col-
leges and universities more than $100 mil-
lion — Bay State campuses have little to
celebrate.

Weld campaigned on a plan to cut $1
billion in state spending. In January, the
Boston Herald— which broke with its Re-
publican leanings to endorse Silber — of-
fered the new governor a familiar target. In
an expanded editorial, the Herald asked:
“With such a lush variety of private choic-
es available to any student who wants to go
to college, do Massachusetts taxpayers real-
ly need to maintain the costly glut of state-
supported schools?”

The Herald editorial writers said propos-
als to eliminate or consolidate campuses “take
on added urgency, of course, in a time when
freshman enrollment is plummeting in state
colleges.” The paper neglected to mention
that enrollments have been kept down de-
liberately as the result of a 20-percent decline
in state appropriations for higher educa-
tion between fiscal 1989 and fiscal 1991
— the steepest two-year drop in any state.

Former U.S. Sen. Paul Tsongas, the Re-
gents chairman, says educators have begun
to recognize that the $170 million cut from
Massachusetts higher education over the past
three years is not going to be recouped. The
decline in higher-education funding as a per-
centage of the Massachusetts budget — from
7.3 percent in 1988 to 4.8 percent in 1991
— is another story.

“Dropping the funding is one thing,” says
Tsongas. “But dropping the percentage al-
located to education is really inexcusable and
indefensible. You cannot say education is a
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e hf%ble Silvers student losn.
He's @ we did it, Were glad we did i,
. yov Shawld be glad wedid it.

Just as Robbie was about to receive his degree in music, an opportunity
presented itself that seemed too good to be true. A chance to be an understudy
with one of the world’s premier symphonies. Robbie knew that it was a great
career opportunity, but that it wouldn’t pay much.

That was the first chance Robbie had to be glad that his bank had sold
his student loan to Sallie Mae. Because Sallie Mae gave him choices, and with
those choices the freedom to follow his dreams.

Sallie Mae offered him graduated repayment schedules which lowered
his initial monthly payments to fit his understudy’s wages.

That choice made all the difference.

When one of your students gets the chance of a lifetime, theyll be glad
they chose a bank that sells its student loans to Sallie Mae. -

Because a choice from Sallie Mae could make all salllemae
the difference for them, too. 1-800-FAA-SLMA




 priority and then cut it asa percentage of the
state budget.”

The Regents asked Weld for a promise of
stable funding in exchange for steps to make
campuses more financially self-sufficient.
Among them: Let institutions keep all tu-
ition revenue, rather than sending more than
two-thirds to the state as the current sys-
tem dictates. Upgrade campus fundraising
efforts. Regionalize institutions, so state uni-
versities, colleges and commnity colleges
are able to share resources. Perhaps remove
public higher education from daily politics
by treating it as an independent authority.

Meanwhile, a transition team memo to
Weld recommended closing several state col-
leges and eliminating $33 million in state
scholarships.

Weld’s remedy is unclear. Reflecting his
opposition to entitlements that serve the mid-
dle class, the governor told a Boston televi-
sion reporter, “Somebody who has all the
money in the world should not be receiving
a subsidy for public higher education.”

But some champions of public higher
education are heartened by the former pros-
ecutor’s diligence in sounding out educators
and business leaders before offering concrete
education policies. “Anything done very
quickly would have been more ideological
than analytical,” says Tsongas.

Tsongas also likes Weld’s call for broader
business representation on the Bay State’s
education governing boards. Says the Re-
gents chairman, “I think you really have to
have a marriage between public higher edu-
cation and the business community — more
businessmen and businesswomen sitting on
our boards, more of our presidents and pro-
fessors sitting on corporate boards.”

John Gould, president of the Associated
Industries of Massachusetts and member of
the Board of Education, says he is optimistic.
“I think education generally is going to be
recognized. It has to be, because it is cru-
cial to the resurgence we need in this econ-
omy,” he says.

Business leaders agree, however, that if ed-
ucation is to be a priority, Weld will have to
tackle a serious fiscal problem without re-,
sorting to the kind of across-the-board cuts
ordered in the last year of the Dukakis ad-
ministration. Says New England Telephone
Vice President and Board of Education
Chairman James Crain, “In administering
cuts across the board, we reordered our pri-
orities without public debate.” o

John O. Harney is editor of Connection.

The Small College

Kintrepreneur

ew England’s small indepen-
dent colleges are facing new de-
mands from diverse con-
stituencies such as international
and nontraditional
students; competitive,
highly mobile facul-
ty members; a new
wave of institutional
administrators with
little or no training in
academic manage-
ment; and alumni

who are increasingly counter declining phi-
reluctant to contribute In 1945, lanthropy and the
unless they have lever- shifting preferences of

age in policy deci-
sions.

Presidents of these
colleges are acknowl-

edging that without demic entrepreneurs”
new thinking and op- who are achieving un-
portunistic planning, By 1988, conventional results.
their campuses risk Whether chief ex-
closing and conver- there were ecutive officers, deans
sion to condominium or department chairs,
complexes or office these academic en-
parks. trepreneurs share some
If that scenario ap- important characteris-
pears overly dramatic, tics. More intuitive
italready seems too re- than data-driven, they
al to colleges suffering view strategic planning

enrollment declines
for the fourth or fifth straight year and to
those facing acquisition by a distant uni-
versity different in mission and gover-
nance.

Nationally, the proportion of students
enrolled in independent colleges has
dropped from 50 percent in 1950 to 22
percent today. A recent article in the
American Association for Higher Education
Bulletinindicated there are only 200 au-
thentic liberal arts institutions left to serve

Intuition and Innovation in a Fragile Marketplace

JAMESMARTIN AND JAMES E. SAMELS

Independent

two-year colleges
are particularly fragile.

there were 333

Institutions

the American student population.

Independent two-year colleges are par-
ticularly fragile. In 1945, there were 333
institutions in this category. By 1988,
there were only 89, ac-
cording to a recent
study reported in 7he
Community, Technical
and  Junior College
Times.

As the remaining
independent junior
colleges struggle to

consumer-oriented
students and parents,
many are turning to a
new group of “aca-

as a tool to achieve in-
stitutional consensus and to move the in-
stitution forward tactically. As one pres-
ident recently wrote, the academic
entrepreneur’s job is “not to wish elo-
quently but to maneuver precisely.”

By constantly exposing their colleagues
to the realities of the marketplace, en-
trepreneurs create significant opportuni-
ties for the entire institution to achieve
a greater wholeness of vision and coher-

ence of purpose.
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A few of their strategies follow:

o Image and market niche adjust-
ment: This option involves an internal
reassessment of institutional strengths
and weaknesses and a decision to deploy
personnel and resources in new, market-
sensitive directions. For example, Lasell
College recently announced plans to en-
hance its academic breadth through an
intergenerational project in which a cam-
pus-based later life-care community will
serve an aging, residential population,
while providing an additional resource
for curriculum development.

Endicott College has extended the
strengths of its fine arts and art-educa-
tion majors to develop new bachelor’s
degree programs in commercial art, re-
tailing and design. Since 1985, Endicott
— which has remained a single-sex col-
lege in the highly competitive Eastern
Massachusetts market — has seen its en-
rollment rise from 525 to 805 students.

The Katharine Gibbs School, mean-
while, has undertaken plans to revise its
charter and seek junior college status. The
school already has authority to grant as-
sociate’s degrees; its decision is as much
an academic image enhancement as a de-
gree-clevation strategy.

o Revenue diversification: If care-
fully created, prudently managed and
skillfully tax-planned, there is almost no
limit to the scope of “educationally re-
lated for-profit businesses” that inde-

baccalaureate degree in Bereavement
Education.

Emerson College recently expanded
its educational and cultural presence in
California and Europe by opening satel-
lite campuses in Los Angeles and Holland
dedicated to communications and the
performing arts.

In the coming decade, greater num-
bers of small independents will also ex-
plore options such as operating health-
care facilides, office parks and health clubs,
as well as pooling assets in tax-exempt
bonds or marketing trademark name li-
censes.

o Degree elevation: Several New
England two-year colleges have sought
bachelor’s degree-granting status, in-
cluding Bradford, Colby-Sawyer, Pine
Manor and Westbrook in the tradition-
al four-year model; and Bay Path,
Champlain, Endicott, Lasell and Mount
Ida in the new T'wo-Plus-Two academ-
ic structure, whereby students earn an as-

sociate’s degree and have the option to
proceed through one of several bachelor’s
degree programs.

In addition, Dean Junior, Hesser and
Newbury colleges have recently under-
taken serious examinations of their mis-
sions by considering an array of options
including but not limited to Two-Plus-
Two bachelor’s degrees. Both forms of
degree elevation have been studied as
methods to enhance mission, develop
faculty, increase alumni support and raise
institutional profiles and reputations. In
September 1990, the first Compact of
New England Private Two-Plus-Two
Colleges was formed.

o School-college partnerships: The
New England Association of Schools and
Colleges is the only regional accrediting
agency in the United States to staffa full-
time Office of School-College Relations.
A growing number of small indepen-
dent colleges are developing partnerships
with local school systems. These dynamic

YOUR SUCCESS STORY
STARTS HERE!

AQUINAS

pendent colleges may operate.

Just a few of the revenue-diversifica-
tion strategies recently developed by two- COLLEGE » NEWTON
year private colleges throughout New Degree Programs One-Year Certificates
England include: Champlain College’s Business Management Accounting
software-development ~ company; Business Accounting  Office Technology
Newbury College’s banquet and cater- Early Childhood Specialist
ing service; Lasell’s laboratory preschool Education Legal Secretary
and on-campus bed and breakfast; Dean Legal Secretary Executive Secretary
Junior College’s conference and student Medical Secretary Medical Secretary
center facility; and Mount Ida College’s Executive Secretary ~ Medical Assisting
summer camp, laboratory preschool and Medical Assisting
Naples Institute Academic Conference General Business /
Facility in Florida. Mount Ida also now ) Liberal Studies
operates the National Resource Center ‘Two-year private
for Death Education, which provides college for women.
seminars and library resources for a na- Internships and Information:
tional network of health-care and fu- career placement. (617) 969-4400

neral service professionals and for stu-
dents who will pursue a planned

Admissions Office 15 Walnut Park Newton, MA 02158
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institutional combinations provide both
student and faculty development op-
portunities beyond the abilities of the in-
dividual partners, while serving as vehi-
cles to encourage the matriculation of
participating high-school graduates at
member colleges.

Recent effective partnerships have been
forged between the New Haven public
schools and Albertus Magnus College,
and among the Newton Public Schools,
Aquinas College and five other Newton-
area institutions.

o Institutional merger: Moving be-
yond the traditional stereotype of the
bankruptcy-bailout merger model —
characterized by two weakened institu-
tions joining forces — Mount Ida College
has employed a mission-complementary,
mutual-growth approach to academic
development in the past four years by
merging with Chamberlayne Junior
College, the Coyne School of Technical
Electricity and the New England Institute

of Funeral Service Education. From the
outset, all four institutions believed merg-
ing would enhance their individual mis-
sions beyond that which would have been
possible as freestanding colleges. In each
case, Mount Ida’s Two-Plus-Two aca-
demic structure accommodated the new
associate’s degree-granting institution
which moved to its campus. The com-
bined institution has more than dou-
bled the size of its faculty and student
populations and tripled its alumni pool.

Becker College recently merged with
the former Leicester Junior College, per-
mitting both institutions to continue
their liberal arts and vocational-educa-
tion traditions under a consolidated board
of trustees and executive leadership team.
In another innovative model, Teikyo
University of Tokyo affiliated with Post
College in New London in 1990 to form
Teikyo Post University.

a Coeducation During the past three
years, Colby-Sawyer, Marian Court and

Wheaton have accepted males into their
first-year classes. Only 30 years ago, there
were 300 women’s colleges nationally;
today, there are 94, with 21 in New
England. Choosing to end a long and
proud history of single-sex education is
not advisable for all institutions. Bay Path,
Endicott, Lasell and Pine Manor all con-
sidered the option and decided to re-
tain their original missions; however, a
steadily increasing number of colleges ap-
pear to be realizing the benefits of; as
Wheaton states it, “educating women
and men together for partnership.” a

James Martin and James E. Samels are
founders of the Samels Group, a Massachusetts
higher-education consulting firm. Martin is
vice president for academic affairs at Mount
Ida College. Samels is assistant professor at the
University of Lowell’s College of Management

Science.
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International
Internships:

The Babson
Experience

ROBERTJ. CUNNINGHAM

he center of gravity has shift-
T ed in the world, and it is no

longer possible to find the ful-
crum. The Pax Americana has giv-
en way to a tri-regional dynamism
focused in Central Europe and the
South China Sea, with North
America perhaps lagging behind in
the late 1990s as the
potential cheap labor, cul-
tural colony of its trading
partners.

Americans, meanwhile,
are dimly aware of the
changing world around
them. At very fundamen-
tal levels of education,
business, aesthetics, gov-
ernance and day-to-day
life, Americans know less
about the world than their
socioeconomic peers in
other countries. We have
always been too parochial,
and now it has begun to
hurt. We are competing
badly in the world, be-

cause we do not un-

College, an increasing number of MBA grad-
uate students have the opportunity to “sit”
overseas and execute professional assignments
through the college’s International
Management Internship Program (IMIP).

The experience does indeed alter their
“stands.”

Mini-consultancies

Under the IMIP, Babson sends 40 to 50
of its mid-program MBA students abroad
each year to complete specific, structured
“mini-consultancies” with regional and
multinational companies.

In 1990, Babson interns worked in

receive no compensation. Instead, corporate
sponsors provide a modest contribution to
Babson to defray a portion of the program’s
costs. The college, in turn, provides round-
trip transportation and lodging and meals
with a host country family for each intern.

In the fall, students apply for the IMIP
and are interviewed by the staff of Babson’s
Office of International Programs and facul-
ty members. The interview team seeks the
qualities required by any consulting organi-
zation: intelligence, energy, flexibility, creativ-
ity and maturity. But international projects
also require language skills and cross-cultural
sensitivity — an ability to see other business

Just as other countries
looked to us
as they matured,
we now need to look to
them, not to be charmed,
but to be informed
and enriched.

Australia,  England,
France, Germany,

Hong Kong, Northern

derstand the world as well
as our competitors, who for so long have
been more outward looking,

Just as other countries looked to us as they
matured, we now need to look to them, not
to be charmed, but to be informed and en-
riched. It is we Americans who now run
the risk of becoming quaint and irrelevant.

We need to work more on global aware-
ness in all its components, not only in the
classroom but also in the field. A mentor

—of mine, Rufus Miles, is the acknowledged -

author of the maxim: “Where you stand
depends on where you sit.” At Babson

Ireland, Japan, Scotland,
Spain, Switzerland, the Netherlands and
Venezuela. They worked in a variety of in-
dustries, from banking to pharmaceuticals,
from economic development to utilities man-
agement.

The program works this way: Preparing
under faculty supervision during the spring
semester, the interns work on their projects
over the summer, submit both written and
oral presentations to their corporate spon-

_sors and return to Babson. Interns are grad-

ed on their performance, and obtain six
semester hours of academic credit. Interns
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Photo courtesy of Babson College.

Kevin Fox was a Babson intern with
Hoffinann LaRoche in Basel, Switzerland
in the summer of 1989. After Fox earned his
MBA, the major pharmaceutical firm offered
him a full-time job — and he took it.

approaches as different, not necessarily su-
perior or inferior to the “American way.”
The interview filter is a real one; not every
graduate student passes muster.

Successful applicants are assigned to the
“consultant pool” and await notice of their
match against the portfolio of corporate pro-
jects assembled by the Office of International
Programs during the fall.
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In late winter, MBA stdents are assigned
specific projects and provided with a Babson
faculty “project mentor.” The project men-
tor assists the intern in sharpening an ap-
proach to the project and suggests specific
background information and research. The
mentor also assigns the intern a preparation
paper to provide a focused headstart on the
assignment, and assists in initiating con-
tact with the intern’s corporate supervisor to
start the consulting relationship on a profes-
sional basis.

Faculty mentors also monitor the quality
of internship projects. This “quality control”
role is important both to the long-term suc-
cess of Babson’s relationships with its spon-
sors and to the academic process. Indeed, the
IMIP accounts for 10 percent of the MBA
academic experience of students who com-
plete the program.

To support the faculty’s role, workshops
in both oral and written expression are made
available to the students at their discretion.
It’s not that the students need remedial as-
sistance. More to the point, all executives
must hone their presentation skills to make
sure what they communicate is not obscured
by the manner in which they present it. In
addition, Babson’s Center for Language and
Culture provides cross-cultural orientations
and language instruction to all interns.

The internships are not just for American
students joining European or Asian com-
panies. Babson’s graduate student body in-
cludes citizens of 30 foreign countries. The
IMIP builds upon this international resource
to produce an interesting mix of intern ori-
gin and consulting assignment.

In the past two years, for example, a Dutch
citizen developed the marketing plan for an
important parcel of prime beachfront in
the Dominican Republic; an Indian grad-
uate student created cash-flow models for
a large international consulting house in
England; and a British student performed a
market analysis of new therapeutic agents
for a pharmaceutical firm in Milan.

History of the IMIP

The IMIP — now in its 13th year — be-
gan in 1979 with 15 interns in Switzerland.
The 1989-90 program involved 42 interns
in 12 countries — eight European countries,
Australia, Hong Kong, Japan and Venezuela.
In the past 12 years, 307 Babson graduate
students have completed professional pro-
jects for 118 companies in 20 countries.

For 1990-91, 84 MBA students have ap-
plied to the program.

Given a perennial scarcity of travel funds,
time and professional resources, a tight ge-
ographic coverage of the world is the most
efficient approach to an international in-
ternship program. But a highly concentrat-
ed program limits interns’ area opportu-
nities, fails to address the specific linguistic
and cultural skills of the MBA student base
and does not reflect the diverse business world
in which the interns will operate after grad-
uation. The tendency then has been to ex-
pand geographic coverage, moving from a
very strong European base to a more bal-
anced distribution of interns among Europe,
Australasia and South America. One IMIP
objective for 1991 is to expand to more coun-
tries in the Far East and South America.

Corporate sponsors

IMIP corporate sponsors are central to the
program’s success. They identify challeng-
ing projects, find managers to address the
supervisory requirements of a “short-term
consultant,” and compensate Babson for

some expenses of the program.

While a company sponsoring multiple in-
ternships in a given year may be more skilled
organizationally in developing and over-
seeing the most productive projects for both
the company and the interns, the program
is generally healthier when internships are
distributed over the broadest possible num-
ber of sponsors. Our largest corporate spon-
sorship pool was 35 sponsors in 1989. The
1991 pool should be somewhat larger.

The number of corporations who renew
their sponsorship each year is both an indi-
cator of the esteem in which they hold the
program and a key determinant of the lev-
el of internships attainable in the following
year. The “transaction costs” of cultivating
new IMIP clients are high (in terms of client
education, travel costs and staff time), and a
substantial obstacle to program expansion.
Equally important, repeat sponsors have a
good understanding of the program cycle
and the level of supervision required, and a
strong degree of confidence in the “Babson
product” as represented by the interns with
whom they have worked.

Choice and
Challenge

for

Professional Women
Aquinas at Milton

Aquinas College
303 Adams Street
Milton, MA 02186

(617) 696-3100
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The increase in the repeat client base over
the past four years (from eight sponsors in
1986 to 18 in 1990) is a measure of the pro-
gram’s arrival as an effort with institutional
continuity. More importantly, it documents
the successful contributions of Babson in-
terns to their sponsoring organizations.

"The immediate “products” of every IMIP
project are written and oral presentations to
corporate management. The report is the
most tangible manifestation of the intern’s
work, and the measuring rod, along with the
sponsor’s evaluation, of the intern’s perfor-
mance. The typical report is a high-quality
professional volume, often exceeding 70
pages. But the report is secondary to the
intern’s impact on the company. The key
question: Has the intern made a difference?

Recently, one student completed a port-
folio analysis that was immediately pub-
lished by the intern’s host bank; another in-
stalled a spreadsheet cashflow model and
trained a staff of 20 senior consultants to use
the model in their consulting practice; a
third developed a highly innovative debt-
swap technique for assisting a Third World

brokerage firm in financing new business

start-ups. One nationwide retailer asked its
intern to prepare a financial model to guide
corporate investment decisions regarding
new branch investments. The model has
been implemented, somewhat to the con-
sternation of formerly independent man-
agers, but to the delight of headquarters.

Many Babson interns have been offered
full-time positions with their corporate spon-
sors, including nine of the 42 interns among
the class of 1990. Many more receive interna-
tional job offers stimulated primarily by their
IMIP track records.

A variety of benefits

The IMIP’s affiliations abroad have in-
troduced Babson to new clientele for all of
the college’s education programs, from un-
dergraduate and MBA programs to execu-
tive education services. In effect, the IMIP
has been a flagship for Babson’s interna-
tional mission and position. The program
builds faculty exposure internationally and
introduces Babson to companies, executives
and academic institutions abroad. It rein-
forces Babson’s strategic mission in the train-
ing of international managers for the glob-
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Ralph W. Peterson, CFRE
Senior Vice President
Manager, New England Region

CFRE

Founded in 1919, Ketchum, Inc. is the largest and most experienced
firm in fund-raising, serving New England from our office in Boston.
Ketchum services: direction of capital campaigns, planning studies,
pre-campaign prospect cultivation programs, communications counsel,
guidance in long-range development programs, internal audits of
development programs, LIFEndowment, executive recruiting service,

Robert D. Demont, Jr.,

Vice President

Roger H. Wilson
Executive Counsel

Ketchum, Inc.
50 Milk Street
Boston, MA 02109-5002
617/482-6060

Ketchum Headquarters:
Ketchum Center

1030 Fifth Avenue
Pittsburgh, PA 15219

Other Ketchum Offices:
Charlotte, Chicago,
Dallas, Los Angeles,
Ketchum Canada
Toronto, Montreal

Pttt e

52 NEW ENGLAND BOARD OF HIGHER EDUCATION

al challenges intrinsic to any manager’s fu-
ture success.

For interns and sponsors, the IMIP is a
“win-win” operation: Sponsors gain ener-
getic professionals with tangible skills to
apply to urgent problems. The interns con-
vey current management technique and skills
to the company, and during preparation
work, uncover information bearing on their
project that either could not be ferreted out
easily by the company itself, or simply re-
quired the dedicated attention of an intel-
ligent and energetic consultant.

The women among the interns (of 1990’s
42 interns, 17 were women) provide an ad-
ditional benefit for the companies. Much of
the world lags behind the United States in
the advancement of women into profes-
sional ranks. Babson’s female interns pro-
vide important “role models” for European,
Asian, South American and Australian com-
panies, demonstrating by their on-the-job
professional performance the positive out-
comes of workforce equity.

For those interns without strong previous
work experience, the consultancies provide
an escape from the familiar conundrum: To
get experience, one must have already had
experience. The internships provide solid
and persuasive evidence to future employ-
ers: a complete, independent professional as-
signment with a tangible product and out-
come.

Beyond the direct benefits to one’s resume,
however, are the more substantial values of
an international work experience. One sum-
mer does not make Babson interns
cosmopolitan aficionados of international
commerce, but they do more closely ap-
proach that posture than the majority of
their MBA peers. They learn to become rel-
atively comfortable international business
professionals, a positioning still all too scarce
in global commerce. They also become more
confident travelers and better world citizens.

Once a nice “extra,” global business knowl-
edge and experience today is essential to
corporate survival. The new manager must
not just learn different skills — he or she
must learn more and become more world-
ly.o

Robert]. Cunningham is director of international
programs ar Babson College.
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A Day for Information and Inspiration

ore than 300 Black and Hispanic student leaders
from throughout New England converged on the
Massachusetts Institute of Technology in October
to meet with 30 of the region’s distinguished Black
and Hispanic faculty members and college administrators.

The New England Student Forum — sponsored by the New
England Board of Higher Education — aimed to encourage
the region’s students of color to complete advanced studies and
consider teaching careers.

Student participants at the forum ranged from high-school
juniors to Ph.D. candidates. College students — undergrad-
uate and graduate — were nominated by their academic deans.
Participating high-school students — most of them Upward
Bound students — were chosen by the New England
Association of Educational Opportunity Program Personnel
(NEAEOPDP).

"The forum came as efforts to make New England higher ed-
ucation more responsive to minorities appear to be moving
at an excruciatingly slow place. Black and Hispanic college en-
rollment has risen primarily at public campuses — and only
modestly. The number of degrees actually granted to Blacks
and Hispanics — particularly at the graduate level — remains
distressingly low. For example, in 1988-89, New England pub-
lic and independent universities awarded 372 doctorates in en-
gineering, But of the U.S. citizens or permanent residents who
received the degrees, only one was Black and one was Hispanic.

New England college faculties also remain disproportion-
ately White; just three of the 60 tenured faculty members at
Harvard Law School are Black. And several campuses have
been stung by reports of racial harassment.

“For Blacks and Hispanics, the campus experience in New
England can be one of isolation and frustration. Working
together in forums like this, we begin to create a more hos-
pitable climate in-which students of color can succeed,” said

New England Student Forum

“Nothing is going to stop me.” Repeating
that mantra is a key to surviving and suc-
ceeding on predominantly White campuses,
according to Keynote speaker Charles
Desmond, vice chancellor of student affairs
at the University of Massachusetts-Boston.

Edgar Smith, an associate professor of biochemistry at the
University of Massachusetts Medical School.

Sponsors say they believe students left the forum prepared
to build wider networks with peers and community leaders
when they returned home.

“The forum provided students with a much-needed re-
gional support system as they pursue their studies on New
England’s predominantly White campuses,” said Smith. “As
role models, we can serve as sources of inspiration and infor-
mation. And the students, chosen for their leadership abilities,
bring what they learn about network-building back to their
communities.”

Panel discussions focused on key issues for the region’s Black
and Hispanic students, such as moving from a community col-
legetoa four-year institution; preparing for careers in math,
science and engineering; and securing “mentors” in under-
graduate and graduate school.

A high-school student’s comment suggests the level of en-
ergy and commitment felt throughout the forum: “I’ve nev-
er been in a room with so many folks getting their doctorates.
I didn’t know they existed. I'm proud of my people.”

NEBHE cosponsored the forum as part of its Equity and
Pluralism Action Program. Egquity and Pluralism is the 1989
benchmark NEBHE report that revealed major barriers for
Blacks and Hispanics on New England campuses, and offered
recommendations to ensure greater participation and success
among Blacks and Hispanics at the region’s colleges and uni-
versities and in the educated workforce.

Other forum co-sponsors included NEAEOPP and the
Greater Boston Inter-University Council. The forum was un-
derwritten by a variety of New England corporations and
foundations.a
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Teach! Dr. Joan Reede (center) of
Harvard Medical School and
Children’s Hospital in Boston urges
students to consider teaching. Front
row from left: Annye Nichols, associ-
ate professor of nursing at Rivier
College and St. Joseph’s Hospital in
New Hampshire; Lela Morgan,
chair of allied health at the
Community College of Rhode Island;
and Reede.

Role reversal? Brenda Domingo, a
recent graduate of the Mass. Pre-
Engineering Program — an enrich-
ment program for minority students
in grades 7 through 12 — describes
her award-winning project to forum
role model Reginald Amory, profes-
sor of civil engineering at
Northeastern University. Domingo
is now a first-year engineering stu-
dent at Boston Universizy.

of the Forum

2 Begin building a regionwide sup-
portive network for Black and
Hispanic students in New England,
so students at various educational
levels can befriend and inspire one
another — and so New England
will become a more appealing and
hospitable place to study, set-
tle and work.

0 Provide distinguished Black
and Hispanic faculty role
models who will encourage
students to complete gradu-
ate/professional studies and
consider teaching at the col-
legiate or pre-collegiate level.
o Lay the groundwork for lo-
cal and statewide student sup-
port networks in the six New
England states, so studeats —
working with local and state edu-
cation, business and government
leaders — can reach out to a greater
numbser of Black and Hispanic stu-
dents and faculty.

Building Networks Forum role models
Kyrsis Rodriguez (second from left), profes-
sor and science department chair at
Roxcbury Community College and
Eduardo Bejar (seated second from right),
assistant professor of Spanish at
Middlebury College, urge students to
build wider networks with peers and com-
munity leaders when they resurn home.

Good teachers listen carefully
Proving it is Peter Rosa, co-chair of
NEBHE's Advisory Task Force on
FEquity and Pluralism and a founder
of the Connecticut Association of
Latin Americans in Higher
FEducation.

Photos by Barry Hetheringron.
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Order These Publications

Avarlable F

To order, please indicate quantity in blank
at left of each title.

Connection: New England’s Journal of
Higher Education and Economic Develop-
ment Each quarter, Connection offers an in-
triguing look at the links between New En-
gland’s economy and its colleges and
universities; data that readers can use; com-
mentaries by distinguished New Englanders;
and hard-hitting analysis of regional issues.
One-year subscription includes special
annual FACTS directory of New England
colleges, universities and institutes.

............................ $16.00

(Back issues of Connection avaiiable by request for $2.50 each )

FACTS: The Directory of New England
Colleges, Universities and Institutes
NEBHE's annual FACTS directory of New En-
gland colleges is a must for parents, students,
businesses, researchers and educators.
FACTS features key information on the
region’s more than 260 higher-education in-
stitutions; comprehensive data and analysis
of higher-education trends; names and ad-
dresses of higher-education agencies; and
sections on financial aid and other important
higher-education topics.. .. ... ... $12.00

The ‘““‘Apple Book™’ Listings of more than
800 certificate and degree programs availa-
ble at reduced tuition for New Englanders
through NEBHE’'s Regional Student
Program—the nation’s foremost interstate
higher-education exchange program.$2.00

Equity and Pluralism: Full Participation of
Blacks and Hispanics in New England
Higher Education The benchmark report of
NEBHE's Task Force on Black and Hispanic
Student Enroliment and Retention in New En-
gland offers 20 major recommendations to en-
sure greater participation and success among
Blacks and Hispanics in New England higher
education and the educated workforce. (1989)
$5.00

m The New England Board of Higher Education

Educational and Employment Opportuni-
ties for Blacks and Hispanics: Strategies
for New England New England leaders of
business, media, government and education
share their thoughts on implementing the
recommendations of the NEBHE report Equity
and Pluralism. (1989). ........... $3.00

The Regional Project on the Global Econ-
omy and Higher Education in New En-
gland 1989 Publication Series: NEBHE's
state-specific briefing papers provide compre-
hensive international trade data; information
on key state, regional and federal trade
resources; education and R&D data; and a
review of initiatives to improve basic levels of
education, heighten international awareness
and promote technical assistance and
technology-transfer. Each paper includes
major regional and state-specific recommen-
dations.

Policy Briefing for Conn. . ... .. $10.00
Policy Briefing for Maine . .. . .. $10.00
Policy Briefing for Mass. . . .. .. $10.00
Policy Briefing for N.H. ... .. .. $10.00
Policy Briefing for R.I. ... ... .. $10.00
Policy Briefing for Vt.. ... ... . $10.00

Al six: $45.00

Education and Ethnicity in Southeastern
Massachusetts University Professor Toby E.
Huff explores the distinct cultural, economic
and educational patterns of southeastern Mas-
sachusetts in a special edition of NEBHE's “'ls-
sues in Planning and Policymaking’’ newslet-
ter. (19899 . ... . . $2.00

Law and the Information Society: Obser-
vations, Thoughts and Conclusions about
Legal Education, Law Practice and the
New England Economy A NEBHE panel of
distinguished lawyers, judges, law school
deans and business leaders finds that lawyers
have helped fuel the New England economy.
But, the group notes, growth in the number

Namef/Title
Organization
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Total Amount Enclosed $.
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the New England Board of Higher Education. All prices include postage and handling.
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45 Temple Place, Boston, MA 02111
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of lawyers has not worked to curb legal costs,
reach more middle class and poor people or
ensure professional competence. (1989)

............................. $5.00

Biomedical Research and Technology: A
Prognosis for International Economic
Leadership NEBHE's Commission on Aca-
demic Medical Centers and the Econoemy of
New England explores the promise of New
England's budding biotechnology
industries—and issues major recommenda-
tions, many of them swiftly adopted by the
region’s governors, (1988). . .... .. $5.00

The ““Future of New England” Leadership
Survey Report NEBHE asks 'eaders of bus-
iness, government and education to peer into
New England’s future and identify issues that
will be critical to the region’s prosperity. Full
90-page report features comparisons of
responses by each leadership group. (1987)
$20.00

State-by-State Analysis of Leadership
Survey Report State breakdowns of leader-
ship responses to NEBHE's ‘‘Future of New
England” survey reveal varying priorities
among the six states. (1987). .. .. $12.00

____ Both of the above: $28.00

The “‘Future of New England’’ Education
and Training Report A NEBHE survey iden-
tifies education and training problems facing
human-resource managers at New England
companies and explores the effectiveness of
colleges and universities in solving those
propems. (1987) .. ..., ... ..., $5.00

Economic Competitiveness and Interna-
tional Knowledge NEBHE explores ''miss-
ing links" between global economic change,
U.S. competitiveness and international
aspects of higher education. (1987) $10.00

The Impact of Globalization on Higher
Education An analysis of conversations with
200 academic experts and administrators at
more than 40 New England campuses un-
covers ways colleges and universities are
adapting curricula and ether campus pro-
grams to meet the challenge of global eco-
nomic competitiveness. (1987)... $10.00

BOOKS

New England’s Vital Resource:

The Labor Force...... .. ... .. $13.50
Financing Higher Education:

The Public Investment. .. . . . . . $20.45

Business and Academia: Partners in New
England’s Economic Renewal.. $13.50



Going to College is

Not Out of th
estion.

One of the most important tasks we have is to get this message to every
Connecticut family with school-age children.

All of us—whether guidance counselor, financial aid officer, lender or
guarantor—must do our best in providing financial aid information to those who
need help in the pursuit of higher education.

For over 25 years our role has been to guarantee loans for eligible students and
their parents. We have approved more than 1 million loans for a total amount of over
2 billion dollars and we don’t intend to stop now!

We are the Connecticut Student Loan Foundation. For more information or
help call us at (203) 257-4001 and ask for the Information Center,
extensions 235, 2306, or 328.

CONNECTICUT STUDENT LOAN FOUNDATION

525 Brook Street P.0. Box 1009 Rocky Hill, Connecticut 06067 (203) 257-4001




Our Student
Loan Programs

are earning
high marks

Pioneer Financial, A Cooperative Bank has been providing specialized banking programs
since 1877. One of our primary goals is to help students reach their potential through educa-
tional financing. As the newest lender in the TERI® (The Education Resources Institute) pro-
gram, we are pleased to be assisting more and more students each day, and we are getting
high marks from financial aid professionals across the country!

V[ Competitive Programs W/ Personalized Service

Our student loan experts are ready to

r

We offer a complete line of “needs-

based” and “non-needs based” programs
including Stafford, PLUS, SLS, TERI,
PEP and PLEASE. These programs are
designed to help students attain their edu-
cational goals.

M Low Interest Rates

Pioneer Financial combines a variety of
programs with highly competitive inter-
est rates. And, our TERI loan programs
are offered at the lowest rates available.

answer questions concerning any aspect
of educational borrowing. Pioneer
Financial’s specialized staff will also pro-
vide materials and applications for your
school.

M Quick Processing

You and your students will be informed
quickly on the status of each loan. With
MHEAC’s new state-of-the-art
FASTFUND® system, the process is
now faster than ever.

Pioneer
Financial

A COOPERATIVE BANK

Your source for student loans.

FDIC 1-800-327-6000 @
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