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The Expectation

"By 2020, America will once again have the highest
proportion of college graduates in the world”

President Barack Obama, February 24, 2009




Associate and Bachelors Degrees Needed to Become the Most Educated Country by 2020

4,500,000 T gCurrent Annual Degree Production B Additional Degrees Needed to Meet Goall
4,000,000

3,500,000

3,000,000

2,500,000 - Additional Annual Degree Production Needed — 150,528 per Year
2,000,000 -

1,500,000 -
1,000,000 - Current Annual Degree Production — 2,252,212

500,000 +

O T T T T T T T T T T
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Increase in State and Local Funding at Current Cost per FTE

50%

40% 35%
32%

3V
30% 25%

21%

17%

20%
14%
M
%

5%
3%

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Note: Assumes private institutions will maintain current share




— 11.7 Million Additional Degrees by 2020

Adjusting for Current Levels of Educational Attainment and Population Growth by State

165 [[ Alaska
270 0 Wyoming
343 @ Vermont
—> 409 [0 Montana
430 North Dakota
433 Delaware
437 South Dakota
526 Maine
563 Hawaii
601 DC
669 New Hampshire
764 Idaho
803 New Mexico
830 Rhode Island
879 Nevada
1,064 Nebraska
1,145 West Virginia
1,335 Connecticut
1,376 Arkansas
1,546 Kansas
1,567 Mississippi
1,740 Oregon
1,966 South Carolina
2,066 Louisiana
2,097 Oklahoma
2,209 Alabama
2,233 Kentucky
2,262 Utah
2,265 Maryland
2,274 Towa
2,489 Colorado
2,684 Minnesota
2,746 Wisconsin
2,911 New Jersey
2,965 Tennessee
3,161 Washington
3,346 Massachusetts
3,382 Missouri
3,732 Virginia
3,750 Georgia
3,807 Indiana
4,654 North Carolina
5,023 Arizona
5,044 Michigan
5,450 Ohio
6,532 Illinois
6,626 Pennsylvania
9,946 New York
9,961 Florida
10,838 Texas
California

increase over prior years’ numbers every year.
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Annual Increase in Degree Production Required to Meet the Goal
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How Can Montana Reach International Competitiveness?

Current Degree Production Combined with Population Growth and Migration
and Improved Performance on the Student Pipeline Measures

Degrees Produced 2005-25 with
Current Rate of Production

Additional Degrees from Population Growth

Additional Degrees from Net Migration of
College-Educated Residents

Reaching Best Performance in High School
Graduation Rates by 2025

Reaching Best Performance in
College-Going Rates by 2025

Reaching Best Performance in Rates of Degree
Production per FTE Student

Total Degrees Produced 2005-25 If All of the Above

Degrees Needed to Meet Best Performance (55%)

139,180
] 6,722
46,100
1,933 ~
s - PRI
23,063 -~

223,519

190,891

-100,000 0 100,000 200,000 300,000

Source: Calculations by NCHEMS
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Utah
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Washington
Nevada
Rhode Island
Vermont
Texas
California
Arkansas
Missouri
West Virginia
Wyoming
58.2 Montana
Oklahoma
Hawaii

Ohio

Florida
lllinois

lowa
Wisconsin
Kentucky

| Nation
Pennsylvania
Alabama
Colorado
Indiana
Tennessee
South Carolina
Delaware
Nebraska
Maine

New Hampshire
Michigan
Louisiana
North Carolina
Maryland
Kansas
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Georgia
Minnesota
New Jersey
Connecticut
New Mexico
Massachusetts
South Dakota
North Dakota
New York
Mississippi

Source: Tom Mortenson, Postsecondary Opportunity

College-Going Rates—First-Time Freshmen Directly Out of

High School as a Percent of Recent High School Graduates, 2006
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Source: NCES IPEDS Peer Analysis System (http://www.nces.ed.gov/ipedspas/), IPEDS 2006-07 efia2007 Early Release Enroliment File; NCES IPEDS
Peer Analysis System (http://www.nces.ed.gov/ipedspas/), IPEDS 2005-06 c2006_a Final Release Completions File

Note: Completions reflect 2006-07 total undergraduate degrees (Associate, Bachelors) and certificates (less than 1-year, 1-2 year, 2-4 year) awarded at Title IV degree
granting public and private institutions. Enroliments reflect 2006-07 annual FTE undergraduate enroliments at Title IV degree-granting public and private institutions as
reported in the IPEDS 2006-07 12-month instructional activity enroliment file. Enroliment data were aggregated from an early release data file and are subject to change.



How Montana Ranks Among Other States on Selected
Measures for Education and Economic Development

] Education Measures [l Economic Development Measures
Public High School Graduation Rates 8th
College-Going Rates of Students Directly Out of High School 35th
Three-Year Graduation Rates of Associate Students 24th
Six-Year Graduation Rates of Bachelor's Students 45th

Overall Results on Student Pipeline | 20th
(Transition & Completion Rates, 9th Grade to College Completion) |

Migration Rate of College Graduates (Age 22-64) _ 15th

Difference in Earnings Between Associate & High School Diploma | 50th

Difference in Earnings Between Bachelor's & High School Diploma 47th

Personal Income per Capita 41st

State New Economy Index 42nd

50 40 30 20 10 0

Source: Tom Mortenson, Postsecondary Opportunity; US Census Bureau, 2006 ACS Public
Microdata Sample (PUMS) File, Kauffman Foundation, Regional Economic Information
System, Bureau of Economic Analysis, US Department of Commerce




Expectations

e Maintain access — serve an increasing number of
students

e Maintain affordability to both students and the state

!

Invest stimulus funds in:
« Developing more cost-effective ways of doing
business
 Paying for the transition




THE FISCAL REALITIES




The Flow of Funds

Federal

imulus
sum Government

Available Funds
State and Local
Govt. Funds

Tax Pojjg,,

Economy

o K-12
» Corrections
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Government




The Flow of Funds - State

Federal

Economy Available Government

State and Local
Govt. Funds

 K-12
» Corrections
Higher * Health Care
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State/Local Funding plus Tuition Revenue per FTE Student

All Institutions (Public)
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Revenues Per Student from Net Tuition, State, &

Local Appropriations
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Revenues Per Student from Net Tuition, State, &

Local Appropriations
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Revenues Per Student from Net Tuition, State, &

Local Appropriations

$3,369
$5,297
$5,517
$5,712
$5,939
$5,945
$5,970
$6,028
$6,082
$6,353
$6,465
$6,510
$6,630
$6,676
$6,714
$6,823
$6,844
$6,895
$6,918
$7,018
$7,117
$7,222
$7,239
$7,329

Public 2-Year

West Virginia
Kentucky
Indiana
Colorado
South Dakota
Virginia
Mississippi
Georgia
Florida

South Carolina
Oklahoma
New Jersey
Arkansas
lowa
Tennessee
Louisiana
Missouri
Nebraska
Illinois
Alabama
Nevada
Maine
Washington
California

f0607_f1a and f0607_f2 Final Release Data Files.

$7,403 |

Montana

$7,416 |

Nation

$7,432
$7,448
$7,507
$7,509
$7,566
$7,633
$7,772
$8,044
$8,067
$8,214
$8,378
$8,411
$8,449
$8,480
$8,625
$8,705
$8,801
$8,844
$9,125
$9,953
$9,964
$10,287
$10,683
$11,197
$14,793

Texas

North Carolina
Utah

Ohio

Rhode Island
Arizona
Minnesota
North Dakota
Pennsylvania
Michigan
Alaska

New Mexico
Massachusetts
Idaho

New Hampshire
New York
Oregon
Kansas
Vermont
Connecticut
Delaware
Maryland
Wyoming
Hawaii
Wisconsin

NCES, IPEDS 2007-08 Institutional Characteristics File; hd2007 Final Release Data File.

NCES, IPEDS 2006-07 Enrollment Files; ef2006a, effy2007, and efia2007 Final Release Data Files.

Sources: NCES, IPEDS 2006-07 Finance Files;
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State Tax Capacity and Effort—Indexed to U.S. Average
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Source: State Higher Education Executive Officers (SHEEO)



Projected State & Local Budget Surplus (Gap) as a

Percent of Revenues, 2016
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Montana Public Institutions, 1983-2008

State/Local Funding plus Tuition Revenues per Student (FTE)
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Undergraduate FTE Enrollment by Sector (2006-07)

H Public Bach and Mast = Public Two-Year

1 Public Research
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Percent Change by State in Educational Appropriations &
Net Tuition Revenue per FTE, FY 1993-2008

Percent Change by State in Educational Appropriations and Net Tuition Revenue per FTE,
150% _ Fiscal 1993- 2008
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Percent Change in Educational Appropriations per FTE

Note: Figures are adjusted for inflation, public system enrollment mix, and state cost of living.
Funding and FTE data are for public non-medical students only.
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Net Tuition as a Percent of Public Higher Education
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Total Educational Revenue by State, FY 2008
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Net Tuition Revenues per FTE and State-Funded Tuition Aid
per FTE by State, FY 2008

(Public Institutions Only)

$0 $1,000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000 $9,000 $10,000
Fiscal 2008 Net Tuition Revenues per FTE

Note: Figures are adjusted for inflation, public system enroliment mix, and state cost of living.
Funding and FTE data are for public non-medical students only.

Source: SHEEO SHEF
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Affordability

State need-based aid as a proportion of federal need-based aid.
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Measuring Up: Affordability

Montana Top States
AFFO RDABI LI I I Previous |Current| in Previous
Years™ Year Years
Family Ability to Pay (50%) 2000 2008
Percent of income (average of all income groups) needed to
pay for college expenses minus financial aid:
at community colleges 20% 23% 13%
at public 4-year colleges/universities 23% 32% 10%
at private 4-year colleges/universities 41% 52% 30%
Strategies for Affordability (40%) 1993 2008
State investment in need-based financial aid as compared
to the federal investment 1% 9% B9%
:’:;t lt?w:f'est—prlced -:n:'plleges, t1hre share of income that the poorest 13% 90 70
families need to pay for tuition
Reliance on Loans (109%) 1995 2008
Average loan amount that undergraduate students borrow each year $2.839 $4.611 $2619

*See the Technical Guide for Measuring Up 2008.

Source: Measuring Up 2008




Per Capita Personal Income, 2007

Daniels

Lincoln

Glacier

Flathead
Pondera

Blaine

Phillips

Garfield
Petroleu

Valley

Sheridan

Rocsevelt

Richland

% ibaL

Source: Bureau of Economic Analysis, US Department of Commerce
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O 22297 - 25462
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Montana = 33,225 W 31793 - 34957
O 34958 - 38124




Family Incomes of Families with School Age Children
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with Less than a Living Wage (2007)
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Median Earnings of Population Age 25-64 by Level
of Education, 2006
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Source: U.S. Census Bureau, 2006 American Community Survey PUMS File




Percent of Total Gross State Product by Industry
and Comparison to U.S.
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Source: Bureau of Economic Analysis, U.S. Department of Commerce




Personal Income Per Capita
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Recognize That Economic Recovery
Will Be Slow




After stimulus wanes, gaps could approximate 4% of spending,
or $70 billion, even under the “Low-Gap” Scenario

Balance (gap) as % of general expenditures

4%

2%

0%

2%

4%

-6%

-8%

"Low-Gap" Scenario:

State General Revenue Minus Expenditures With and Without Federal Stimulus

=+—Without stimulus

=l = With stinmlus

/T

2005

2006

2008 2009 T 2'!0\ 2011 2012 2013

State fiscal year

Source: Don Boyd (Rockefeller Institute of Government), 2009



After stimulus wanes, gaps could approach 7% of spending
or $120 billion under the “High-Gap” scenario

"High-Gap' Scenario:
State General Revenue Minus Expenditures With and Without Federal Stimulus

4%
. /'\
== Without stimulus
== = With stimulus
0% 7 3 7 " Y Y Y Y
2005 2006 2007 2008 \ 2009 2010 2011 2012 2013
\
2% —-

4%

Balance (gap) as % of general expenditures

-6%

State fiscal yvear

Source: Don Boyd (Rockefeller Institute of Government), 2009




For most states — and for most public institutions —
the stimulus package is not an answer.

e But it could slow the impact

e And it could buy enough time to adjust to substantially
changed circumstances




Adjusting to Changed Circumstances
Improving Productivity
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Alaska
Wyoming
Delaware
Rhode Island
Connecticut
Hawaii
Massachusetts
New Jersey
Vermont
Maryland
Nevada

New York
Alabama
Pennsylvania
Maine
California
New Mexico
Tennessee
Michigan
North Carolina
South Carolina
Texas
Nebraska
Indiana

Ohio

Nation
Missouri
Virginia

lowa
Kentucky
Oregon
Minnesota
Arkansas
Arizona
Mississippi
Illinois

New Hampshire
Idaho
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Louisiana
Georgia
Kansas

South Dakota
Montana
West Virginia
Oklahoma
North Dakota
Utah
Washington
Colorado
Florida

Sources: SHEEO State Higher Education Finance Survey 2008; NCES, IPEDS Completions Survey; U.S. Census Bureau,

American Community Survey (Public Use Microdata Samples)

*Adjusted for value of degrees in the state employment market (median earnings by degree type and

level)
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- 4900909090900
Undergraduate Degrees Awarded Per 100 Full-
Time Equivalent Students
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Degrees & Certificates awarded per FTE vs. Total Funding
per FTE (2006-2007)

Resources: Total Funding per FTE
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Performance Relative to Funding: Bachelors Degrees
Awarded per 100 FTE Undergraduates

(Public Research Institutions)
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Performance Relative to Funding: Bachelors Degrees
Awarded per 100 FTE Undergraduates

(Public Bachelors and Masters)
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Performance Relative to Funding: All Credentials Awarded per

100 FTE Undergraduates
(Public Two-Year Institutions)
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Some Practical Steps
o State/System Level

e Campus Level




State/System Level




The Overarching Strategies

o Build cost-effective systems
e Change the academic production function
e Reduce demand each student places on the system

e Reduce leaks in the pipeline




Building Cost-Effective Systems

More appropriate mix of institutions
Create new types of providers
Effective collaboration among institutions

More efficient use of existing resources




Reducing Leaks in the Pipeline

Curricula Alignment
Financial Aid incentives
Early-warning systems

Improved consumer information




Ask the Right Questions

e Are state (strategic planning) goals
— Clearly stated?
— Clearly — and frequently — communicated?
— Accompanied by performance metrics?
— Measured and widely reported at least annually?

e Is performance considered in the resource allocation
process — are resources targeted to priorities/highest
payoff relative to goal achievement?

e s there a coherent financing plan in place? Is there
alignment among

— Allocations to institutions?

— Tuition?

— Student aid?




Ask the Right Questions

(continued)

e Are metrics for productivity in place? Is there evidence
of improvement?

e What is the evidence that institutions are working
collaboratively to achieve state goals?

e Are institutions getting more (or less) focused on core
mission? How do you know?




Short-Term Actions

Be clear about goals & accountability measures

Degree production

Fiscal Sustainability
e Institutional spending increases per student limited to CPI or less
o Instate UG tuition increases (after need-based aid) limited to CPI or less
e Reduced costs/degree

Create a Coherent Financing Plan

Align policies regarding appropriations to institutions, tuition, & student
aid policies

Treat different sectors differentially
“Reset” base funding levels
Adopt an investment approach




Short-Term Actions
(continued)
Invest more (reduce less) state appropriations in

institutions that must contribute most to student access
and success

Protect need-based financial aid

Mandate increases in instructional productivity
— SCHs per FTE faculty
— Reduced credits to degree

— Have a plan for use of savings — require investments in reform




Long-Term Actions

Refocus institutional missions
— Directly

— Through de-funding certain programs/functions
Require certain programs to be self-supporting (e.g., MBA)
Align state & federal student aid programs — leave no federal money on the table
Administer need-based aid as a state — not institutional — program
Tackle developmental education on a statewide basis

— Common STDs, modularized, technology enhanced
— Consider a separate delivery entity

Undertake a policy audit with an eye toward eliminating unnecessary bureaucracy
Adopt a strategy for investing in productivity enhancement

— Course redesign on a system-wide basis
— Retrofitting buildings for energy efficiency
— Reengineered business processes

— Inter-institutional collaboration
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Campus Level




Reducing Demands Each Student Places on the System

Students come to college fully prepared (no remediation)
Accelerated learning

Minimize “rework”

Improve rates of course completion

Reduce credit hours to degree

Encourage use of assessment/"test out” options

Learning in the workplace/credit for experience




Changing the Academic Production Function

o Create programs of cost-effective size (elimination in
some cases, collaboration in others)

e Reengineer curricula
e Reengineer course delivery

e Change composition and deployment of human assets




Ask the Right Questions

e Are campus (strategic planning) goals
— Clearly stated?
— Clearly — and frequently — communicated?
— Accompanied by performance metrics?
— Measured and widely reported at least annually?

e Is performance considered in the resource allocation
process — are resources targeted to priorities/highest
payoff relative to goal achievement?

e Are metrics for productivity in place? Are they
benchmarked?
— SCH/FTE faculty
— Students/administrator




Ask the Right Questions

(continued)

Is there evidence of improvement?

Is faculty time being allocated to highest priorities?

Is institutional aid being effectively used to help meet
goals?

Are there some things the institution shouldn’t be doing?

Where would collaboration yield better results at less
cost?

Are investments being made in
— Restructuring curricula

— Reengineering courses

— Improving business processes

— Enhancing support services




Short-Term Actions

o Reallocate faculty time to undergraduate courses and
away from

— Administrative and committee work and other activities for which
release time is granted

— Undersubscribed graduate programs that cannot be justified by
regional labor market needs

— Non-sponsored research

e (Collaborate with other institutions — share
— Academic programs
— Administrative services

e Make sure that students are receiving all aid for which
they're eligible




Longer Term Strategies — Mission Focus

Refocus on the institutional mission — serving state and
student needs rather than institutional aspirations

— Eliminate small, non-core programs — close low-demand, high-
cost programs that aren’t distinguished and can’t be justified by
labor market needs

— Re-think institutional aid — focus on removing barriers to
attendance rather than competing for students whose college
participation is not in question




Longer Term Strategies

Invest in reengineering curricula and delivery methods

— Restructure general education
e Fewer options
e More large enrollment courses
e More courses that can be taught by faculty from multiple disciplines

— Invest in course redesign

— Invest in modifications to delivery system

e Required some proportion of degree of degree requirements to be
met through off-campus instruction

e Competency based assessments




Longer Term Strategies

Make investments in more efficient administration and
plant operations

— Retrofit building for energy efficiency
— Reengineer business processes

— Renegotiate relationships with the state (invest in a Policy Audit
with an eye toward restructuring state administrative and
reporting requirements)




The Key to Managing Costs at the Institutional
Level...

Effective management of human resources.
Time/effort is the key resource to be allocated.
Management discretion extends to:

e Assignments of personnel to functions

e Assignments of personnel to activities




Administrative Decision Space

Full-Time
Faculty

Part-Time
Faculty

Students

Administrative/
Professional

Lower-Division Instruction
Upper-Division Instruction
Graduate Instruction
Research

Service

Advising

Administrative

Professional Development




Allocation of Assets to Instructional Activities

Five
Instructional Faculty Teaching External
Activities Member Professional Technology Provider
Design

Development

Delivery

Mediation

Assessment




The Unbundling of Institutional Functions

ACTIVITIES
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The Unbundling of Institutional Functions (cont.)
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The Unbundling of Institutional Functions (cont.)

ACTIVITIES
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Improve Retention

As a way of
— Enhancing Revenue
— Reducing Recruitment Costs
— Filling Unused Upper-Division Seats

As a rule

— Increased Lower-Division Enrollments Create a
Requirement for Additional Expenditures

MR = MC
— Increased Upper-Division Enrollments Create a Lesser
Requirement for Additional Expenditures

MR > MC




A word about performance funding.




The Flow of Funds - State

Federal
Government

Economy Available
State and Local
Govt. Funds

e K-12
» Corrections
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Education « Other Govt.
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Finance Policy — The Options

Institution Student
Focused Focused
- Base-Plus
o - Formulas
Capacity IEEESUEL:

Funds

Tuition & Aid
Policy Focused on
Attainment of
Specified
Outcomes

Capacity
Utilization/
Public Agenda

Performance
Funding




Performance Funding - Institutions

o Use completed credits (not enrolled credits) as the basis
for resource allocation

o (Capacity utilization component

— Pay for outcomes achieved, e.g., increases in humbers of
degrees produced




Performance Funding - Students

e Core component

— Add a performance component to need-based aid programs
e Tennessee — Lottery Scholarship
¢ Indiana — 21st Century Scholars

e Public agenda component

— Pay for achieving state goals
e Indirect — forgivable loans

e Direct — payments for certain behaviors (e.g., graduating with fewer
than 120 credits)




For More Information

Dennis Jones

and visit

NCHEMS Information Center for Higher Education
Policymaking and Analysis
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