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THE MONTANA UNIVERSITY SYSTEM
An Investment in Montana’' s Future

I ntroduction

This document presents the funding requests and potential investiment initiatives for the Montana
Universty System for the 2004-2005 biennium. To enable policy makersto consider dternative
means by which the MUS can play an expanded role in strengthening Montand s economy, we have
divided our presentation into two sections.

Base Funding Requests for 2004-05 identifies the resources that will be required from the State
generd fund Smply to maintain currert programs and services. We consider these requests necessary
if we are to preserve a viable system of public postsecondary education in Montana. The amounts
requested consider State resource congtraints and will require continued tuition and fee increases for
sudents dready being affected by affordability.

When it comesto the role played by Montana s public colleges and universties, we can and should
do more. Thereisno question that in today’s world, postsecondary education plays acritica rolein
economic success. States that have recognized this link and have made agppropriate investmentsin
higher education have moved forward in relative income and economic sandings. (Please refer to
Exhibit 2).

The Montana Universty System is both willing and anxious to play amore active role in expanding
job and income levels for our citizens. But to do so in ameaningful way will require a greater
investment of State resources. Therefore, under the heading, Proposed Investment Initiatives for
2004-05, we present various proposas that would leverage the resources of the Montana University
System to strengthen and diversify Montana s economy. For each initiative, we identify specific
activitiesfor consderation. We dso put forth the investment required, the return on investment that
should be expected, and the accountability measures that should be used to assess how successful we
have been. We hope that lavmakers will serioudy consder these initiatives as investments that will
generate long-term returns for our State and our citizens. We stand prepared to engagein a
condructive didogue on these and other possible investment initiatives, as well as dternative funding
mechanisms to make them happen. In short, we want to work together with policy makers,
businesses, and citizens to develop solutions for the challenges and opportunities that are before us.

How isthe Montana University System Doing its Part?

Let us be clear from the start. We fully recognize that the Montana University System has avery red
respongibility to effectively deliver high quality, accessible postsecondary educetion opportunitiesin
Montana. We and our stakeholders — students, employees, customers, and supporters — have an
obligation to do our part to make use of nonState resources and cregtively and efficiently achieve our
objectives. We believe we are doing our part, as evidenced by the following:

State funding for Montand s public educationa ingtitutions accounts for 50% of the campus
ingruction and genera operating budgets and only 22% of the total campuses budgets. The
bal ance comes from tuition, fees, auxiliary services such as room and board, charges, research
grants and contracts, and other resources.
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From 1991 to 2001, tuition increased by more than 117%, while State appropriations to the
MUS increased by only 7%..

According to a 2000 report of the Montana Legidative Fisca Divison, the MUS spends less
per student than any of the seven other Satesin the region chosen by the 1999 Legidature for
comparison. »

Due largdly to the commitment of our faculty and staff (who are paid less than 75% of
comparably stuated employees nationdly), the MUS continues to produce qudity educationa
results. Examples of our students academic success include:

*  Excdlent pass rates on nationd licensure examinaions. University of Montana accounting
students achieved the highest pass rate in the nation on the May 2000 Uniform CPA
examingtion.

*  Excdlent job placement rates for graduates. Montana Tech placed 97% of its May 2000
bachel ors degree graduates and 89% of its AAS and certificate graduates right after
graduation.

*  Since the Family Nurse Practitioner program began in 1994, 100% of graduates have
passed the Family Nurse Practitioner (FNP) certification exam.

*  During the period October 1, 2000 through September 30, 2001, M SU-Bozeman BSin
Nursing graduates had an annud pass rate of 95.3% (121 students) on the national N-
CLEX RN licensure exam.

x  Over the last 8 years, M SU-Bozeman engineering graduates have achieved a passrate of
91% on the Fundamentas of Engineering Exam (professond licensure exam) as
compared to the nationd average of approximately 70%.

The MUS attracts more than $120 million annualy in outside research funding from federa
and corporate contracts and grants.

During the past five years, MUS campuses have initiated new congtruction, mgor
renovations, and building updates totaling $182 million. Of thistota, 54% has been funded
from non-gate funds induding private funds, auxiliary funds, student fees, and federa
SOUrces.

Non-resident students are estimated to spend more than $100 million per year in Montana for
their educationa expenses and even more is spent by students and their families during the
course of their timein the State.

Significant progress has been made toward a unified college and university system, in arees
such as academic collaboration, resource sharing, and credit transfer.

During 2000-2001, MUS Colleges of Technology provided customized training and
workshops to over 9,000 individuals at more than 80 M ontana businesses, sate agencies and
non-profit organizations.

The MUS has established more than a dozen business and technical outreach efforts,
including MONTEC, TechLink, Tech Ranch, the Billings Business Incubator, the Montana

1 Source: 2001 Grapevine Report, Center for the Study of Education Policy, Illinois State University.
2 Source: January 2000 Report of the Montana Legislative Fiscal Division to the Postsecondary Education Policy and Budget Committee.
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Manufacturing Extension Center, the Bureau of Business and Economic Research, Montana
Business Connections and others. The preponderance of the funding of these activities has
come from federa and private sources and other non-State university dollars.

In response to market needs, the MUS has added programs in areas such as health care
informatics, CISCO networking, dentd hygiene, family financia planning, computer network
architecture, industria technology, surgica technology, smdl business management and
entrepreneurship, metds fabrication technology, farm/ranch business management, nurse
practitioner certificate, and a master’ s degree in socid work.

Since 1995 the Montana Univerdity System has reviewed 566 programs, options, and minors
for both productivity and qudity. Of those 566, 147 were diminated or consolidated.
Program scrutiny and prioritization efforts will continue.

Electronic ddlivery of classesto rural communities around the state has increased from 29
courses with 831 enrolleesin Fall 1997 to 129 classes with 1733 enrolleesin Fall 2000.
Partial datafor Fall 2001 shows on average another 20 percent increase in courses and
enrollees.

Working in partnership with two separate non-State, non-profit entities, the Montana
Universty System has provided additional financial assstance to students and graduates. The
Montana Higher Education Student Assistance Corporation has provided dmost $14 million
of rebates on student loans to over 25,000 students. The Student Assistance Foundation of
Montanais awarding $350,000 of grants each year to studentsin the university system.

An Appeal for Help

The Montana University System will continue to do its part to sustain and improve postsecondary
education and workforce development in Montana. And we hope that policy makers will consder
objectively whether the State of Montanais doing its part aswell. Unfortunately, comparative data
compiled by various third party entities suggest that we could be doing more. Consider the
following:

During the past ten years, generd fund gppropriations for higher education in Montana have
increased by just 7% (49" in the nation), which compares to an average increase for al other
states of 59%.s If we even kept pace with the nationd average, our annua appropriations
would be $70 million higher than they are presently.

A 2000 report by the Montana Legidative Fiscal Division found that Montana' s
appropriations per student were the lowest of eight Satesin the region. On average, the
gopropriations per student in the other seven peer states were 78% higher than in Montana. «

When examining state support asit reates to citizens and taxpayers (not sudents) asmilar
result is shown. In the states around us, higher education appropriations per capitaare, on
average, 60% higher than in Montana. s Even when compared to persond income (where
Montana should rank rlatively high because of our low income levels), we find that the other
dates in the region are committing a higher percentage of their persond income — 45% more

3 Source: 2001 Grapevine Report.

4 Source: January 2000 Report of the Montana Legislative Fiscal Division.

® Source: 2001 Grapevine Report. Figures based upon a comparison with the states of 1daho, North Dakota, South Dakota, Utah and
Wyoming.
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on average — to support higher education. s It is notable (and in our view, not coincidenta)
that the states around us are aso achieving greater success in expanding their income and
economic standings.

Clearly, it isdifficult for any enterprise — whether business, agriculture, or education — to remain
competitive when its peers are substantialy better funded for the same services.

We do not raise the comparative funding satistics to blame or complain. Rather, we hope to
establish that greater support for postsecondary education in Montana s reasonable, achievable, and
necessary. We wish to demondtrate that the opportunities to achieve economic returns by investing in
education are red, and are happening dl around us.

In late 2000, the Board of Regents adopted a long-term strategic plan, a copy of which isincluded as
Exhibit 1. The plan identifies various strategies and objectives which we will pursue and seeksto
address the multiple roles and congtituencies served by the MUS. It aso acknowledges that the
Montana University System must continue to evolve and improve if we are to serve fully our students
and the people of Montana. Thus, in a spirit of partnership, we commit to you the following:

We will seek to build stronger working relationships with policy makers and the businesses and
communities we serve. We will gtrive to ddiver high quality postsecondary education opportunities
while remaining attentive to affordability and access. We will continue to find opportunities for
efficiency, campus collaboration, and externd partnerships. We will continue to leverage State
dollars through private and federa funds, while demongtrating accountability for the public funds
provided us. And we will do dl we can to strengthen Montana s economy and the income levels of
our citizens.

In the same spirit of partnership, we ask that you provide us the resources that will enable the
Montana University System to serve more fully the people of Montana. Together we can, and
together we must, move Montana forward.

° Source: 2001 Grapevine Report. Figures based upon a comparison with the states of Idaho, North Dakota, South Dakota, Utah
and Wyoming.
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THE MONTANA UNIVERSITY SYSTEM
An Investment in Montana’' s Future

BASE FUNDING REQUESTS FOR 2004-05

> Specific dements of base funding requests.

Annudization of Currently Authorized LevelsPrograms

= Annualize FY 02/03 pay plan 13.0 mof
= Continue full dental hygiene program 3mgf
* Annualize community college pay plan Smgf
*  Continuation of FY 03 $100/resident FTE  increase 50m of
= Continue biobased program, AES Amdgf
Maintain exiging qudity and services
* Fund resident enrollment growth 4.7 mdf
*  WICHE/WWAMI/work study increases 12 mgf
* Restoration of additional 1% vacancy savings amendment 1A mdf
* Fund competitive pay plan for FY 04/05 38 mgf*
x  Change pay plan funding based on resident % 1.8 mgf*
* Increased fee waivers
s  Present law base 14 mdf
$ New proposal 8mf
*  Fund increasing retirement costs
*  State fixed rates and costs
*  Utility and generd inflation
= Library support and funding at 7.5% 12 mgf

* Costs based upon a 1% increase in the pay plan each year of the FY 04-05 biennium.

> Investment required: $29.9 million excluding FY 04-05 pay plan, retirement, state fixed costs,
and inflation

> Return on investment:
Strong direct economic impact on the state of Montana, through a $775 million annud

budget.
Subgtantid leverage of the State' s $145 million annud investment.

" FTE = Full Time Equivalent
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Enormous indirect economic impact on the state of Montana, through the multiplier
effects of MUS expenditures and activities, aswell as the services provided to Montana
businesses and agricultura operations.

An enhanced ahility to attract, retain and grow good businesses and high paying jobs, by
preserving aviable higher education system.

The continued ability to attract non-resident sudents, who are estimated to spend $100
million per year in Montana

Stronger communities and a higher quality of life, through the many contributions of the
MUS to communities, public services, and the arts.

Access and affordability

Shared access to higher education libraries—- Montana University System, Community
Colleges, Triba Colleges, and Independent Colleges

Quadlity graduates

Trained workforce in technology fied

Research environment (faculty, staff, sudents/graduates, facilities, and equipment) that
atracts busnesses to university communities

Retain and recruit quality faculty and staff through competitive salaries

Maintain exiging dots in medicine, veterinary medicine, dentistry, and other professond
programs

> Accountability measures

Student faculty ratio

Average classsze

Progress toward degree: retention and graduation rates; credits to degree; access to
classes

Allocation of current unrestricted dollars. ingtructiond expenditures per FTE; student
support expenditures per FTE; ingtitutional support expenditures per FTE; cost of
attendance per FTE (al funds)

Each campus will develop two additiona accountability measures uniquely appropriate to
itsmisson

Biennid planning/reporting on library invesment/acquisitions

Financia reporting on operations and maintenance of facilities and investments
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THE MONTANA UNIVERSITY SYSTEM
An Investment in Montana’' s Future

PROPOSED INVESTMENT INITIATIVES FOR 2004-05

INITIATIVE1 Add and Expand Programsand Services Tied to Demonstrated Mark et and
Employment Needs.

> Specific dements of initidive:

Work with State groups (MT Ambassadors, State Chamber of Commerce, Governor’'s
Office of Economic Opportunity, the Department of Commerce, the Economic
Development Action Group, and the Governor’s Task Force on Hedlth Care Shortagesin
Workforce, etc.) and an externa consultant to do a statewide needs assessment for new
academic programs related to growing market sectors and the needs of businesses.
Expand services to businesses and communities through smal business centers, incubator
centers, extenson and AES gaff, the Montana Devel opment Center, Montana Business
Connections, Tech Link, Tech Ranch, Entrepreneurship Center, Montana Manufacturing
Extenson Center, and others.

Create business and community development outreach position in the Montana University
System.

Expand workforce training efforts, both credit and non-credit (customized training) a
two-year indtitutions.

Enhance and expand facilities to support Montana-based research and development in
areas important to growth sectors of the national economy.

Enhance technology transfer efforts.

Increase the number of partnerships with business/industry.

Provide ontline high-tech training to business and organizations.

Enhance and expand baccd aureate and graduate programs in academic areas that support
the attraction, creation, and/or development of knowledge-based and technol ogy- based
companies such as. biotechnology (health and agriculture), biomedicine, optics research
and engineering, materials research and engineering, computer and information sciences,
and hedlth care.

> Investment required:  $12.4 million

> Return on investment:

Higher level of education and training will increase Montanan’s employment,

marketability and result in higher wages. A recent study by the Bureau of Labor Statistics
concludes that an individua with a bachelor’ s degree will on average earn over $750,000
more over alifetime than will a person with only a high school diploma

Higher earnings for college graduates will increase state tax revenue.
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Increase in number of patents, licenses, and new companies based on Montana University
System research and development.

Increase in Montana s human resources in areas important to growth sectors of the
national economy.

Arrest the decline of family owned farms and ranches.

Expansion of market for Montana products.

> Accountability measures:

Immediate — Number of programsimplemented, tied to results of needs assessment
Initid — Enrollment in new programs

Intermediate — Graduatior/certificate rates by program

Long term - Employment/improved income of Montanans completing new programs
Student placement upon completing new programs

Sdaries of graduates

Number of partnerships crested

Increase in graduate enrollment and undergraduate participation in research
Growth in student enrollments in entrepreneurship programs

Montana placement upon completion

Businesses and individuas participating in customized training

Participant and business satisfaction with programs/graduates

Y early program reviews of al new programs, regular three-year assessment

INITIATIVE2. Promote Rural Development.
> Specific dements of initiaive:

Improve resources and capabilities of agricultura experiment stations and agricultura
extenson sarvice.

Expand and promote distance learning opportunities, with specia focus on education and
training in rura markets and communities.

Meet needs for hedlthcare professiond in rural aress.

Deveop additiond collaborative programs with community colleges and triba colleges.
Expand sarvices to small businessesin rurd areas and communities through smal
business centers, incubator centers, extenson and AES staff, the Montana Devel opment
Center, Montana Business Connections, Tech Link, Tech Ranch, Rurd Education
Technology Center, Montana Manufacturing Extension Center, and others.

Create higher education outreach stes at AES, extension offices, triba colleges, and
community colleges to improve access to academic programs and student support services
for rural Montanans.

Improve the economic well-being of Montana s farmers and ranchers via value-added
commodities and products, enhanced research, science-based food science and
technology, and the development of new or niche markets or marketing Strategies.
Expand servicesto fire departments, especialy volunteer departmentsin rurd aress.

> Investment required:  $9.1 miillion
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> Return on investment:

Expand agricultura research and training, leading to improved productivity for
agricultura producers.

Increase the net profitability of Montana agriculture.

Increase farm gate cash receipts.

Increase employment and income in rurd aress.

Reduce the cost of fire insurance to rate payers.

Meset workforce demandsin areas of rurd market need (i.e. nursing, teaching, etc.).
Expanded workforce development and training capabilities in smdler towns, leading to
improved prospects for business recruitment.

Improved viability of rural communities through gpplied research and educationd
opportunities.

> Accountability messures

Fire insurance rates reduced

New programs implemented

Increase number of small business served

Mesasure increases in farm and ranch income

More access to postsecondary education and training in rural areas
New business start-up and devel opment activitiesin rurd locations

More participation in degree programs offered in satellite locations

INITIATIVE 3. Make Postsecondary Education and Training More Accessible for M ontanans.
> Specific dements of initiaive:

Increase State financid ad (Useinterest on the Sate's ending fund balance as a possible
funding source for financial aid initiatives).

* Increase dollars available for Baker Grants and Montana Higher Education Grants.

* Increase dollars available for Montana Work Study Program.

* Make High School Honor Scholarship a 4-year renewable scholarship with a set dollar
vaue

x  Expand digibility for veterans fee waivers.

Fund tuition differentia for two-year colleges, and smaler four year campuses.

Increase participation in the Montana Family Education Savings Program by offering

incentives.

* Increased state tax deduction.

x  Provide matching funds for depogts from the Cod Trust — the interest from which
would remain in the savings account and the principa returning to the Cod Trud.

Expand student access through speciad community-based initiatives.

Fast Forward Education Program (A cooperétive effort among educationd providersto

establish a seamless educationa structure that focuses on students success beginning in

7" grade and moving forward based on ahilities, talents, and interests).

Use distance learning to improve access and affordability for time- and place-bound

sudentsin rurdl aress.
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> Investment required: $7 Million

> Return on investment

More students in the top 10% of Montand s High Schools graduating classes will enrall in
units of the MUS.

Students will graduate with lower debt loads that will dlow them to stay in Montanaand
work.

Improved ability for low- and middle-income students to access postsecondary education
and complete a degree or certificate.

Improved opportunities for Montanansto retrain or improve work skills.

Increase job opportunities for Montanans, improve family and per-capitaincome, and
thereby increase the State’ s tax revenues.

Increased enrollment of economicaly disadvantaged Montanans, leading to better
postsecondary educetion participation rates and higher income levels.

Improved financid ability of sudentsto remain in college, leading to higher
retention/graduation rates and better efficiency for the MUS.

A dronger comptitive position for MUS campusesin attracting and retaining quaity
students, thus keeping our best and brightest young people in Montana.

Better financia preparedness of future students and their families, leading to increased
participation in postsecondary education and the related benefits for Montana.

> Accountability measures:

More of Montana s top 10% high school graduates stay in Montana to attend public
higher education inditutions

Number of participantsin distance learning from rurd Montana

Data on debt loads

Timeto graduation

Numbers of students in community specific programs

INITIATIVE4. Invest in Facilitiesand Technology.
> Spedific dements of initiative:

Address space requirements of public higher education campuses.

Faculty and staff development programs to improve use of technology.

Address most pressing deferred maintenance requirements.

Equip classrooms to enhance the learning experience and improve student retention.

Add software and systems to better facilitate distance learning and cross-campus resource
sharing.

Expand the use of information systems to ensure effective management of resources.
Develop a higher educetion facilities master plan.

> Investment required:  $10.8 million
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>

>

Return on investment;

The ability of our campuses to continue to meet growing enrollment demands, leading to a
more productive workforce and a stronger business environment.

Improved efficiency and productivity of faculty and staff.

Improved learning environment.

Maintain value of current physica assets and avoid high cost of neglect.

Growth in enrollment.

Montana sinvestments in additiond fadilities for public higher education ingtitutions will

be consistent with an gpproved plan and according to established priorities

Improved use of technology to deliver services, share resources, and manage operations.
Better educationa offerings and enhanced operationd efficiencies.

Accountability measures:

Consgency of expenditures in equipment and facilities with plans gpproved by the Board
of Regents

Number of classroom and lab renovations

Number of deferred maintenance projects completed

Number of life safety and code compliance updates

Number new facilities added

Number of new/updated high-tech classrooms

Repair and maintenance expenditures and deferred maintenance as a percentage of plant
assets



