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CONTENTS: Regulates the sale of required textbooks at state institutions of higher education and
establishes a pilot textbook rental project

State Fiscal Highlights

STATE FUND FY 2008 FY 2009 FUTURE YEARS
General Revenue Fund _ _
Revenues -0- -0- -0-
Expenditures Increasein adml nigretive costs of the Board of Regents
General Funds of State Ingtitutions of Higher Educatlon
Revenues -0- -0- -0-
Expenditures Varying increases for maintaining two copies of al requi red textbooks in libraries
State Ingtitutions Participating in the Pilot Textbook Rental Program
Revenues -0- Increasesin fee revenue, offset by the expenditureincreasein
operating the textbook rental program
Expenditures -0- Increases in expenditures for operating the textbook rental
program, likely to be offset by fee revenue

Note: The state fiscal year is July 1 through June 30. For example, FY 2007 isJuly 1, 2006 — June 30, 2007.

The Board of Regents would incur additional administrative costs for sponsoring events with sate inditutions of
higher education to provide education about reducing the cost of textbooks and supplementa learning materids to
sudents, for designing and maintaining an eectronic publisher inquiry form, and for developing and implementing a
pilot textbook rental program.

State indtitutions of higher education would incur additiona expenditures for making available in libraries two copies
of dl required textbooks and supplementa learning materias. An OhioLINK survey indicates prdiminary cost
estimates ranging from approximately $250,000 per year in a smal two-year college to approximately $600,000
per year in alarge university.

A date indiitution participating in the pilot textbook rental program would incur additiona expenditures, including the
initid inventory cog, for operating such a program. These expenditures will presumably be paid for by fee revenue
snce the bill requires the pilot textbook renta project to be financialy sdf-sustaning.




Local Fiscal Highlights

No direct fisca effect on politica subdivisons.

Detailed Fiscal Analysis

The bill regulates the sde and digtribution of textbooks and supplementa learning materids at
Ohio's date indtitutions of higher education by cresting various requirements for textbook publishers,
campus bookstores, state ingtitutions of higher education, and the Board of Regents (BOR). It aso
dates that the bill's purpose is to ensure that every student in higher educetion is offered better and
timely access to affordable textbooks and that it is the policy of this Sate that each state indtitution find
ways to reduce the student cost of textbooks and supplementa learning materids.

Requirements for textbook publishers and campus bookstores

The bill requires U.S. textbook publishers wishing to sdll textbooks to Ohio date ingdtitutions of
higher education to provide a free web site with certain detailed information about those textbooks and
supplementd learning materials. Bookstores affiliated with state inditutions mugt refrain from, (1) sdling
bundled materids unless individud items are dso for sde, (2) purchasing used materias at less than haf
of the resdle price, and (3) sling textbooks or supplemental learning materids not listed on the
publisher's web site as required by the bill. While these provisions do not have direct fiscd effects on
the state and indtitutions, they may help reduce the cost of textbooks and supplementa materias to
gudents. Bundling has been identified as one of the important factors contributing to textbook price
increases.

Requirements for state institutions of higher education

The hill prohibits sate inditutions from requiring students to use textbooks or supplementa
learning materids not listed on the publisher's web ste as required by the bill. It aso prohibitsingtitution
employees from prafiting from the sde of textbooks or supplementa learning materid used in their own
classes, induding roydties from authorship.  Furthermore, the bill requires a gate inditution to make two
copies of dl required textbooks or supplementa learning materials available in every library that would
be used by a student who is assigned a particular textbook or supplementa learning materid. For
example, if an inditution has oth a main library and a business library, two copies of a required
accounting textbook would have to be available in both libraries.

According to the Ohio Library and Information Network (OhioLINK), a consortium of college
and university libraries, mogt state university and college libraries do not currently meet the requirement
of making available two copies of al required textbooks and supplementa learning materids. State
universities and colleges would have to incur additiond expenditures in order to meet this requirement.
In addition to the cogts of purchasing and shelving required textbooks and supplementa learning
materids, additiond library storage space may adso be needed. Table 1 below shows preliminary cost
egimates of purchasing required textbooks made by state universities and colleges that responded to the
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OhioLINK survey. The survey results indicate that the cost could range from approximately $250,000
per year in asmdl two-year college to gpproximately $600,000 in alarge universty.

Table 1: Examples of Cost Estimates of Library Purchase of Two Copies of Required Textbooks

Respondent Cost Estimate
A small university $110,000 per quarter for textbooks
$280,000 — annual library acquisition budget
A mid-sized university $880,000 to initiate the program
A large university $592,000 per year for textbooks
A university law school $12,000 per semester for textbooks
A small two-year college $121,288 per semester

$240,000 — annual library acquisition budget

A large community college $459,000 per year for textbooks
$544,000 — annual library acquisition budget

A library serving a small co-located university | 74% increase in the university branch's library budget and
branch and technical college 30% increase in the technical college's library budget

Requirements for the Board of Regents

The bill requires BOR to partner with State ingtitutions to sponsor events to provide education
about ways to reduce the cost of textbooks and supplementa learning materids. It aso requiresBOR
to develop an dectronic publisher inquiry form for interested parties to request information from
publishers. Furthermore, the bill requires BOR to develop and implement at least one pilot textbook
renta project sarting in the 2008-2009 academic year. BOR isto submit aplan for the pilot project to
the Generd Assembly by January 2, 2008. These provisons would be likedy to increase the
adminigrative costs of the agency. The detaled fiscd analyss of the pilot textbook renta project is
provided below.

Textbook rental program

As indicated above, BOR is required to develop and implement at least one pilot textbook
rental project beginning in the 2008-2009 academic year. The textbook rental program is to be
optiona to students and financidly sdf-sustaining. Presumably, the cost of such a pilot program,
including the gart-up cost, would be paid for by fees charged to students choosing to participate in the
pilot project. In January 2007, the lllinois Board of Higher Education issued A Report on the
Feasibility of Textbook Rental Programs and Other Textbook Cost-Saving Alternativesin Illinois
Public Higher Education,* which was prepared a the direction of the Illinois Senate. Based on the
survey result, the report has estimated $211.2 million in the gart-up cost and $101.7 million in the
annud codt for atota cogt of $312.8 million to initiate a mandatory textbook rental program &t Illinois
public colleges and universties, which enrolled approximaidy 372,000 full-time equivdent (FTE)
gudents in fal 2006. (In comparison, Ohio's public colleges and universties enrolled gpproximeatey
373,000 FTEsin fdl 2006.)

! The full report can be accessed online at www.ibhe.org/Board/agendas/2007/February/Item12T extbookReport.pdf.
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The report has identified five areas that would be instrumental to the success of a textbook
renta program. These five aeas are: (1) edtablishing a mandatory renta fee a aleve that is sufficient
to cover the annua operating cost of the program, (2) building a consensus among faculty members,
adminigrators, and students on the effectiveness of a textbook rental program on reducing the textbook
cost to students, (3) addressing the start-up cogt, particularly the cost of initid inventory acquisition, (4)
ensuring sufficient storage space, and (5) addressing the textbook adoption policies and procedures.
Table 2 below shows the report's estimated costs and fee levels to make the program sdlf-sugtaning.
The fee estimates assume that the textbook rentd program would issue bonds to pay for the Sart-up
cost. As seen from Table 2, the estimated annua renta fee, including debt service, ranges from
gpproximately $415 to $590. In 2006 the lllinois Board of Higher Education conducted a survey and
found that the average initia textbook cost (without taking into account the return students may get from
sdling ther books a the end of the semester) to students at its public colleges and universities was
between $735 and $1,027 per year.

Table 2: Estimated Costs of Textbook Rental Program at lllinois' Public Colleges and Universities

Community Colleges Universities Total
Enroliment (Fall 2006) 196,652 FTEs 175,518 FTEs 372,170 FTEs
Start-up cost $112.9 million $98.3 million $211.2 million
Annual cost $64.1 million $37.6 million $101.7 million
Total $177.0 million $135.9 million $312.8 million
Annual fee per FTE, excluding debt service $337 $305
for start-up cost
Annual fee per FTE, including debt service $582 $589
(3-year schedule) for start-up cost
Annual fee per FTE, including debt service $483 $474
(5-year schedule) for start-up cost
Annual fee per FTE, including debt service $431 $414
(7-year schedule) for start-up cost

The report dso indicates that gpproximately 25 indtitutions of higher educetion in the U.S. with
enrollments ranging from 400 to 15,000 students currently have textbook rentd programs, five of which
areinlllinois. Of these 25 rentd programs, 71% have been in place since the inception of the inditution
and the other 29% were adopted after inception. Approximately 91% of these renta programs are
funded by rentd fees ad late fees, and campus bookstores run about 86% of the renta programs.
Table 3 below provides brief summary information of the five existing textbook rental programs in
lllinois. As seen from the table, four of the five inditutions charge a per credit hour textbook renta fee
to cover the cost of the textbook rental program.




Table 3: Summary of lllinois' Current Textbook Rental Programs

Frontier Lake Land . Sogthgrn
. . Rend Lake Eastern lllinois lllinois
Community Community . . . .
College College College University University -
Edwardsville
Start Date 1981 Inception of Fall 1998 Ince_ptlor? of Ince_ptloq of
College University University
Enrollment (Fall 2005) 767 7,181 4,913 12,129 13,460
E $10 per $6.45 per $§8 plqts $20 $7.95 per $8.55 per
ees credit hour credit hour epboos(;kper credit hour credit hour
Rental Space 1,500 sq. ft. 3,420 sq. ft. 1,700 sq. ft. 11,800 sq. ft. 7,500 sq. ft.
Location Bookstore Bookstore Bookstore Separate facility | Separate facility
Size of Inventory 6,200 33,000 15,000 210,000 138,110
Value of Inventory $245,000 $1,650,000 $680,000 $7,000,000 $6,232,000
2yearsor3
3-5 years 3 years unless semesters, 3 years unless
Textbook Adoption Cycle 3years unless by y . whichever is Y .
. by exception by exception
exception longer unless
by exception

E-book alternative

OhioLINK has created a pilot e-book project, which has been implemented in the University of
Dayton and Miami University since the beginning of the 2007-2008 academic year. E-books are digital
textbooks that students may view dectronicaly over the Internet. Approximately 3,000 e-book titles
are currently offered by publishers. The standard length of time an e-book is accessible is one
semester, though standards vary by publisher. Ebooks are less costly because large upfront capitd,
warehousing, inventory, and redistribution costs are not required. According to OhioLINK, in addition
to providing content digitdly, the ebook pilot project dso adlows faculty members to sdect custom
compilations of materids that are actualy used in each course. Ebooks have reduced the textbook
cost by as much as 50% of the new print textbook price (without taking into account the return a
sudent may get from sdlling the book a the end of a semester). The pilot ebook project aso has
print-on-demand options for students who prefer hard copy. OhioLINK indicates that it is currently
expanding the ebook project to the Universty of Cincinnai and is continuoudy seeking additiona
inditutions and faculty memberswilling to participate in the program.

LSC fiscal staff: Mary E. Morris, Budget Analyst
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