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College Textbook Competition and Affordability Act of 2009

This bill requires public institutions of higher education to develop iamglement
specific practices and processes relating to textbook selectionadwmwtion. All
institutions of higher education must post specific informationugholy international
standards book numbers (ISBNs) on their web site within speciiilmeframes.
Requirements for the disclosure of specific information about textbaok also
established for textbook publishers and institutions of higher educationisteubland
campus bookstores are required to provide and sell textbooks and seipplematerials
in the same manner as selected and ordered by faculty; howetreth&permission of
the faculty member, a campus bookstore may sell lower-cost optiBablishers are
required to make bundled materials available separately, eadlate®ypariced. The bill
also establishes various reporting requirements.

The bill takes effect July 1, 2009. The bill does not apply to the easgsrograms of the
University of Maryland University College (UMUC).

Fiscal Summary

State Effect: Higher education revenues decrease in FY 2010 due to a potentiaf loss
business at campus bookstores. General fund sales tax reven@ase@smnimally in
FY 2010 due to a potential migration of textbook purchases from campusdresk®
online vendors. General fund expenditures increase by an estimated $10G000 tot
FY 2011 and 2012 for the Maryland Higher Education Commission (MHE@)r¢oa
consultant to do the required feasibility studies. Higher educationinedrative
expenditures increase in FY 2010 to develop and implement specifiGcesaeind
processes relating to textbook selection and adoption.



Local Effect: Community college bookstore revenues decrease in FY 2010 due to a
potential loss of business at campus bookstores. Expenditures for cofiegesse
approximately $120,000 in FY 2010 to enhance web-based databasestoeméetl the

bill's requirements. College administrative expenditures inereasyY 2010 to develop

and implement specific practices and processes relating to textmbestian and
adoption.

Small Business Effect: Potential meaningful.

Analysis
Bill Summary:

Requirements for Institutions, Faculty Members, Textbook Publisheds,Campus
Bookstores

The bill requires each public institution of higher education to dewatopimplement a
campaign to make faculty aware of textbook issues; a procedurbitly Bookstores and
students are made aware of textbook information that must be ddclasd a
best-practices process for faculty in selecting textbooks and courseafsateri

On the request of a bookstore that sells textbooks and course haatdria licensed by
the Comptroller to do business in Maryland, meaning it collects Iatatysales and use
tax for tangible personal property or taxable services sold, atutr@sti must provide

specific information on the textbooks and course materials that besm selected by
faculty members including the title, the author, the publister.edition, the copyright
and publication date; the ISBN; and the anticipated enrolimentshéoriclass within

specified timeframes. A bookstore that requests this informatiap not make the
information available to students or members of the public untilé¢leeton of course
materials is finalized by faculty members.

This textbook information must also be posted on the institution’s webwsthin
specified timeframes and with notification about whether supplehematerials are
required or suggested by faculty and notification about whetherereatiitions of
assigned textbooks will suffice. Institutions must also disclogarificular textbook or
supplemental material selections have been finalized by thdtyfamember and the
potential consequences of purchasing material prior to it beingzédal In addition to
this disclosure, an institution, campus bookstore, or other bookstoreffirat a college
textbook or supplemental material for sale prior to the selet®ng finalized must
provide a caveat regarding the potential consequences of purchasing thelgpart
material prior to it being finalized and the return policy as appropriate.
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An institution may grant a faculty member or a campus bookstdime extension to
post the selection of textbooks or supplemental materials. ktanson is granted, the
institution is required to post a written explanation for the extena®mppropriate. A
public institution of higher education may not encourage or promote eaéiar or sale
of college textbooks that consist of purely aesthetic changes suchoasnm@emorative
edition.

Each public institution of higher education must also develop a procéguvehich,
before selecting and publicizing a textbook selection, faculty memmnessacknowledge

the cost of their textbook selection versus other editions or prepighbishers. If the
faculty member selects a current textbook edition, he or she ckstveledge that use

of a current edition is appropriate due to substantial changes imtdmm previous
editions, the difference in price between the editions, that prewdii®ns may be
available to students at a lower price as used books, that a publs®enot need to
provide an unbundled version of an integrated textbook, and that supplement&lmater
in a bundle is intended for use in the course.

A textbook publisher that provides information to those in charge of makingotekxt
selections must disclose specific information about the textbaouksaterials, including
pricing data, and must also itemize substantial content revisiade ipetween current
and previous textbook editions. Publishers must also disclose othiablvBormats for
the textbook and a list of textbooks that are classified as ateshtextbooks. Each
institution of higher education must develop a process for facultynbees to
acknowledge having been informed of these disclosures and the impahethagh cost
of college textbooks and supplemental materials has on students.

Publishers and campus bookstores are required to provide and sell tex#mmbks
supplemental materials in the same manner as selected Wiy fdowever, with the
permission of the faculty member, a campus bookstore may sebotks and
supplemental materials in a different manner than selected ¢osgidents lower-cost
options. If textbooks or materials are unavailable as orderedpublésher and the
bookstore must work with faculty members to find alternatives andderdhem with
price information for these alternatives. Publishers selling burndlese materials must
make textbooks and supplemental materials available separately.

Reporting Requirements
Under the direction of the Board of Regents, the University Systdvtaryland (USM)
must conduct a study of changes that USM and its constituentitiostt can make to

their business models for textbook assignment and purchasing in orddute textbook
costs. USM must report the results of the study by December 1, 2010.
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Public institutions of higher education must report to MHEC byelbdzer 1, 2011, on
the best-practices policies they develop under the bill to loweecost of textbooks for
their students.

In consultation with the State’s four-year public institutions afhbr education, the
Maryland Association of Community Colleges (MACC), and the Marylagpendent
College and University Association (MICUA), MHEC must also condudeasibility

study regarding the establishment of textbook rental programs astdtewide digital
marketplace for textbooks. @ MHEC must report the results of thelysty

December 31, 2011.

Current Law: There are no laws requiring specific notifications about textbooks
limiting textbook options for higher education instructors. In general gtwerning
boards of institutions of higher education are responsible for settiigiepoand
procedures for the institutions.

Background: With the 2004 release of “Rip-off 101,” the U.S. Public InteRestearch
Group (PIRG) launched an effort to inform the public about practime textbook
publishers that, according to PIRG, result in higher college textpoo&s. A July 2005
report from the U.S. Government Accountability Office (GAOSE®) found that
college textbook prices increased by 186% from 1986 to 2004, more thartheiczte
of inflation but less than the 240% increase in tuition over the g@med. The report
concludes that “many factors affect textbook pricing, [but] the asing costs associated
with developing products designed to accompany textbooks, such as CD-ROMs and other
instructional supplements, best explain price increases in rgearst” Different sources
have estimated that the increase in costs associated witbuthélihg” of textbooks with
supplementary materials is 10% to 30%.

Federal Action

Signed into law on August 14, 2008, the Higher Education Opportunity Act of 2008
(HEOA) has provisions that take effect July 1, 2010, which attem@ddoess concerns
about college textbook prices. Under HEOA, publishers are required tolgavcing
information to course instructors as they choose textbooks for shalents. The
legislation also requires institutions of higher education to make $SBMther textbook
details for both required and supplemental material available a@rnétt course
schedules. Upon request, institutions must provide textbook and enroihfgntation

to their college bookstores. Institutions are also encouraged to piofodenation on
their web sites about cost saving methods such as renting textboaksagaog used
textbooks, textbook buy-back programs, and alternative content delivery mpeogra
HEOA also established a textbook rental pilot program to studyffestigeness in
reducing textbook costs.
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Actions in Other States

According to the National Conference of State Legislatures, Bssttacted 5 laws
addressing college textbook costs in 2008, and in 2007 10 states enacted Hhdaw
resolutions addressing the issue. Some of the bills require parslish offer bundled
and unbundled versions of textbooks or to provide more information to faddtyt the
changes made to textbooks from one edition to the next. Other ktatesrequired
instructors to consider lower-cost options when choosing course materialsvand dped
colleges and universities to implement options that will reduce costs.

Maryland Legislative Actions

During the 2007 session, the General Assembly considered selertdidi would have
addressed textbook costs. To gather additional information before makimig@sions
about a course of action, one of these bills, House Bill 204, was amendequire a
legislative study of textbook prices. The bill was signed into law as Chaef 2907 .

In response to Chapter 295, the Department of Legislative Sedt& conducted a
survey of college bookstore and textbook adoption policies and practicleig hatr
education institutions. DLS also organized a briefing that took plane
January 10, 2008, and included testimony from DLS, college studentsityfac
on-campus and off-campus bookstores, textbook publishers, and Maryland PIRG.
Legislators from the education and budget committees and subceesniittthe Senate

and House were invited to attend the briefing and had the opportumaisk iguestions of
presenters.

Utilizing the information gathered, another bill (SB 657) about textboakdsbility was
introduced to the General Assembly during the 2008 session. A versibe billtwas
passed by both chambers; however, they were not able to come to a final agreemen

With respect to some of the requirements of SB 657 of 2008, a repteseiof Barnes
and Noble, which operates the bookstores at several colleges and tiessersi
Maryland under contracts with the institutions, noted that both Vagand West
Virginia universities require textbook ISBNs to be posted online andthigsituation
has not created any particular problems for campus bookstores.eveigwvhen a
bundled textbook is assigned by a professor, it has a separatefi@Blhe unbundled
version of the same text. According to testimony at the briefiagypas bookstores
often sell textbooks unbundled even when the course instructors hayeedssundled
versions. The textbook alone is likely to be cheaper for studdmisnvay not need or
want the supplementary materials included in a bundle; howeverpmlighan ISBN for
the bundled version, the proper unbundled version of a textbook may brildifi
identify. Concerning the reporting of new content available in newlérores of
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textbooks, publishers advised that changes in educational materialsartett at the
beginning of each new textbook edition. Publishers also suggested thatethaf sa
bundled versions of textbooks, which may include sample tests and stuldg,gs a
response to the additional needs of some college students.

Actions at Maryland’s Institutions of Higher Education

A textbook affordability summit was held by the public two- aadrfyear institutions
and MICUA on November 24, 2008, to explore ways to reduce costadenss while
ensuring the highest quality and most relevant educational infama#tt the summit,
the College of Southern Maryland also reported on the institutioxtlsoek rental pilot
program. Other options that may reduce textbook costs such asmt=bboks, longer
edition cycles, and subscription based models were also discussed.

In anticipation of HEOA requirements, USM is finalizing its pwlifor constituent
institutions to post course materials and ISBNs online. Somebpsrenonstituents
institutions including University of Maryland, College Park (UMCM®niversity of
Maryland Baltimore County (UMBC), UMUC, and Towson University régbat they
currently post ISBNs on their web sites. St. Mary’s Collegg ontgomery College
also provide ISBNs on their web sites. Four USM institutions dopost ISBNs
currently, although Bowie State University, University of Bating, and University of
Maryland Eastern Shore plan to post ISBNs online by the fall 2009 semester.

Generally, this bill codifies the HEOA requirement for ingtons of higher education to
make course material ISBNs available on their Internet caatsedules. However, the
bill requires institutions to post ISBNs beginning July 1, 2009, whiEOH requires
ISBNs be posted beginning July 1, 2010. The bill also requires instittbiqnost ISBNs
no later than the date on which course offerings and schedules are pubksbee the
commencement of a semester. MICUA advises this requirésiiiosts to post ISBNs as
early as 10 months before a course begins because course schexlplested in the
spring to allow students to register for fall courses. DLSsadvihat the lead time is
probably overstated but still considerable.

State Revenues. The bill’'s requirement that institutions of higher education pd8NIS
numbers on their web site beginning July 1, 2009, has the potential tovalgapact
two current revenue streams: on-campus bookstore revenuesraardl dand sales tax
revenues. However, the federal HEOA requires institutions to g&tld beginning
July 1, 2010, so assuming the HEOA is in effect, the bill only inspace year of
revenue.
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The first and more significant revenue impact is on the higher ednecavenues derived
from on-campus bookstores during fiscal 2010. Revenues from these steoEsse if
posting specific textbook information online erodes the proportion of sads through

the stores. A survey conducted by DLS indicated that fiscal 2007 profitsdin-campus
bookstores at State institutions of higher education totaled $7.0 milicbmaamged from
$13,300 at Morgan State University (MSU) to $2.8 million at UMCP, as shiow
Exhibit 1. On average, each public university brings in approximately $575,000 in
auxiliary funds through its campus bookstore.

MSU estimates that as much as 15% of textbook purchases made dbhydiénts may
migrate to online vendors, reducing bookstore revenues by $300,000 annually. USM
estimates the bill may result in an annual decrease of $750,000 toil¢é@ due to loss

of business at campus bookstores. DLS advises that the impact onob®o&senues
projected by USM is overstated, although campus bookstore revenues measdetthe
posting of ISBNs leads to fewer textbook sales at college booksteuether, the impact

from this bill is only in fiscal 2010 as the HEOA mandate beginfiscal 2011. For
illustrative purposesa 10% decline in bookstore revenues at public four-year institutions
results in $3.9 million based on fiscal 2007 data.

Exhibit 1
Campus Bookstore Profitsat State I nstitutions of Higher Education
($in Thousands)

Fiscal 2007
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Source: Department of Legislative Services Textbook Survey
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Second, listing ISBNs online may reduce general fund sales tax s=vefuring
fiscal 2010 since more students have the opportunity to find cheaper texthomkgh
Internet sources that are unlikely to result in sales tax reverieS advises that,
although providing students with ISBNs may make online shopping easierntstude
currently have the option of purchasing textbooks from Internet vendors. 1furthe
requiring campus bookstores and institutions of higher education to dis&B&Is and
other specific textbook information may enhance the ability of affyous bookstores to
stock and compete for the sale of assigned textbooks. If thesedreskare better able
to compete with Internet vendors, the sales tax revenue they dudlipst to offset any
potential loss to online sources. Any impact on general fund reveimgesfore, is
expected to be minimal.

State Expenditures. Requiring public institutions of higher education to develop and
implement specific practices and processes relating to textboeétisel and adoption
increases administrative efforts by faculty and bookstorb&ghwmay increase costs for
the institutions. USM advises that the additional administragreeedures required in
the bill necessitate hiring textbook coordinators, provost liaisors¢@unting assistant,
a librarian, and significant additional bookstore staff at an etdr2.1 million starting
in fiscal 2010. Depending on current staffing levels for MSU, Styldaand BCCC,
this may also be true for other State institutions. DLS advibat the impact on
administrative expenditures projected by USM is overstated and dineloping
processes and procedures is one-time in nature, with less-oogthyng expenses. To
the extent that bookstore sales and revenues decrease as afrdsslbill, bookstore
personnel are freed up to support these additional activities.

General fund expenditures increase by an estimated $100,000 ir2€i&d¢aand 2012 for
MHEC to hire a consultant to conduct the required feasibility studiéne studies will be
completed by December 31, 2011, and no further costs will be incurred after that date.

MHEC can collect and compile textbook studies conducted by utistis of higher
education with existing personnel and resources.

Local Revenues. Community colleges are subject to the same requiremettis bill as
the public four-year institutions and the HEOA requirements tkataéect July 1, 2010.
A DLS survey concluded that on-campus bookstores at local communiggesl
generated approximately $3.6 million in profits in fiscal 2007 Edgbit 2), an average
of $239,000 per college. The Maryland Association of Community Colkegtévates a
reduction of 15% to 25% of current campus bookstore revenue due to feveefrgale
posting ISBNs and other textbook information. MACC estimates patepttenue loss
ranging from $250,000 at Montgomery College to $75,000 at Wor-Wic Community
College, for a local statewide revenue loss of $2.8 million inlfid@40. DLS advises
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that this estimate is probably overstated, and that the impatb due bill only applies in
fiscal 2010. For illustrative purposesa 10% decline in bookstore revenues results in
$2.5 million based on fiscal 2007 data.

Exhibit 2
Campus Bookstore Profitsat L ocal Community Colleges
($in Thousands)

Fiscal 2007
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Source: Department of Legislative Services Textbook Survey

Local Expenditures. Eight community colleges note that their web-based information
technology system needs to be enhanced to post the specific textbookatrdar
required by the bill at a one-time cost of approximately $15,00hp#tution. This is a
one-time cost of approximately $120,000 in fiscal 2010.

Similar to State institutions, college expenditures may ineremdevelop and implement
processes and procedures for faculty and bookstores. MACC estimeateased costs of
$20,000 to $55,000 per college. DLS advises that the impact is probablyatacestd
is primarily one-time in nature, with less-costly ongoing expenses.

Small Business Effect: Early posting of ISBNs and other textbook information
presumably allows more off-campus bookstores, including both smallamger book
sellers, to compete more equally for students’ business. Althtaxgihook titles and
authors are generally published early, the exact textbook assignmag not be readily
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available. A textbook’s ISBN provides greater specificity absbich edition of the
textbook is being assigned and whether a bundled or unbundled version ettthag
been assigned. If this information enhances the ability of offsoa bookstores to stock
the correct textbooks, they benefit from the change.

Several of the bill's requirements, including the posting of ISBNs athdr textbook
information, also apply to private higher education institutions. THepbtentially
reduces revenues for these institutions.

Additional I nformation

Prior Introductions. SB 657 of 2008 as passed by the Senate is very similar talthis
The 2008 bill passed both chambers, but differences in the two versines not
resolved.

CrossFile: HB 85 (Delegate Ricest al) - Appropriations.

Information Source(s):  Baltimore City Community College, Maryland Higher
Education Commission, Maryland Independent College and UniveAspciation,
Morgan State University, St. Mary’s College, University Systd Maryland, Maryland
Association of Community Colleges, Department of Legislative Services

Fiscal Note History:  First Reader - February 3, 2009
mcp/rhh Revised - Senate Third Reader - March 30, 2009
Revised - Enrolled Bill - May 20, 2009

Analysis by: Caroline L. Boice Direct Inquiries to:
(410) 946-5510
(301) 970-5510
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