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Honorable Rod Jetton
Speaker of the House
Room 308 Capitol
Jefferson City MO 65101

Dear Mr. Speaker:

Pursuant to your directive, the House Interim Committee on Student-Based Higher
Education Funding Reform Models has held its meetings to investigate the ways in which
state funding can be focused more on students than on institutions. The Committee
traveled to three higher education institutions, some in areas that legislative committees
rarely visit.

The Committee was aware from the outset that the need for state support for students is
profound. However, testimony did not reveal any easy answers to the question. The
Committee looked at context-setting information, both for higher education in the United
States and for higher education in Missouri, and it heard similar testimony from the
sectors within higher education. Dr. Paul Lingenfelter from the State Hi gher Education
Executive Officers organization presented much of the broad contextual material and
suggested policy-related questions to consider.

As of the writing of this report, the consensus of the Committee was that the best interests
of students would be served with a factual overview, drawn from many sources, rather
than to suggest legislation.

The Committee is grateful for the chance to investigate this crucial issue and is pleased to

submit the attached report.

Respectful;y submitted,
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Iy / ;1, i o
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—Representative Carl Bearden, Chair
House Interim Committee on Student-Based Higher Education Funding Reform Models
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Charge to the Committee

The Interim Committee on Student-based Higher Education Funding Reform Models may
consider and report to the General Assembly prior to January 1, 2005 revisions to the
mechanism by which funds are appropriated by the General Assembly and distributed to
higher education institutions in Missouri. The Committee may also review and make
recommendations on the methodology and configuration of scholarships, grants, and
other financial assistance provided to students attending accredited higher education
institutions in Missouri.

Committee Activities

From September through November of 2005, the House Interim Committee on Student-
Based Higher Education Funding Models held meetings at University of Missouri-
Columbia, at Three Rivers Community College in Poplar Bluff, and at Southwest Baptist
University in Bolivar after a brief organizational meeting at the Capitol. The Committee

heard testimony from state officials, college presidents, and representatives of the

different sectors of higher education, as well as receiving context-setting testimony from
a national expert. The Committee also received written testimony, in some cases as a
follow-up to questions raised in testimony and in some instances from stakeholders who
were not able to appear in person. Summaries of the testimony at each meeting are
included as Appendix 1. Appendix 2 contains material that was distributed to the
Committee at the meetings and some that was provided subsequently, in response to
Committee questions.



10



Appendix 1
Summary of Testimony at Hearings

October 10, 2005
University of Missouri-Columbia

Present: Reps. Bearden, Cooper (120), Ervin, Hunter, Kingery, Low (39), Schoemehl

Presentations:

Donna Imhoff, budget analyst for the Department of Higher Education, outlined the current
appropriations cycle, which begins with institutional discussions in late spring, moves to the
Coordinating Board for Higher Education by August for approval in October, proceeds through
the Governor’s recommendations in January, until final approval the first week of May. There is
no formula for requests at public four-year institutions, but there is a formula for distribution to
community colleges, based on percentage of aid received. There is also an equity formula for
community college aid increases over 2%. There have been ad hoc equity adjustments to a few
four-year schools—the four-year schools get an individual line item appropriation per institution,
while the community college appropriation is a lump sum--but no agreed-upon annual equity
adjustment for four-year public institutions exists.

Dr. Gregory Fitch, Commissioner of Higher Education, presented a concept for budget and
appropriations to help improve affordability, accountability, competitiveness, and benefits from
higher education. The base concept involves sorting budget items into mandatory items (utilities,
retirement contributions, etc.); first priorities and additional priorities for new core decision
items; and performance funding, which would be two-tiered with a few universal measures and
three to five institution-specific measures. As additional money becomes available for
mandatory, that money can be freed up for the agreed upon purposes.

The measures should be relatively few in number and well-chosen. For instance, a community
college or Linn Tech might not emphasize degree completion so much as upgrading existing
skills and job placement. A college with a large part-time enrollment may want to focus on
headcount rather than full-time equivalents (FTE). This method could also reward partnerships,
both with other schools and with businesses. There needs to be a structure to bridge the gap
between higher education and the General Assembly.

Dr. Elson Floyd, President of the University of Missouri, spoke about the UM system’s mission
of education, research, public service, and economic development. About 75% of its budget goes
to personnel costs, so budget shortfalls virtually force layoffs. This is typical for a large state
university in any state. The president’s recent tuition freeze tour got mixed reviews: parents like
it; business is skeptical; alumni are concerned with flexibility; and students suspect that incoming
classes will bear a higher burden than they would otherwise. There are not a lot of examples
from which to glean best practices. Missouri has to take into account how contiguous states are
11



marketing their colleges. One way to approach tuition is to ask the General Assembly to increase
the appropriation by the Higher Education Price Index (HEPI) and require the institutions to
match that. If the General Assembly doesn’t meet the HEPI figure, the tuition may rise by the
HEPI amount.

Dan Peterson, director of student financial assistance, presented information from the CBHE task
force on student financial aid. The state’s programs have been developed independently over
time, so they have different qualifications and different objectives. Some student-help programs
are administered through state agencies other than CBHE. Three programs were created and then
discontinued for financial reasons, while others were created but never funded. Eight functioning
programs remain. Because the topic is so large and so complex, the task force broke its work
into short and long term goals. It is difficult in some instances for financial aid counselors to get
parents and students to understand why a student may qualify for an initial award and not qualify
for a subsequent award, or why eligibility requirements or filing deadlines are different. The task
force has made its first set of recommendations: several things can be done. One possibility may
be to consolidate Gallagher and Guarantee, which could leverage additional federal moneys if

done correctly.
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October 20, 2005
Three Rivers Community College
Poplar Bluff MO

Present: Reps. Bearden, Ervin, Flook, Haywood, Kingery, Schoemehl

Presentations: ,
Dr. Paul Lingenfelter of the State Higher Education Executive Officers presented data from his

study that helps place Missouri higher education in a global, then national, context.

Twelve countries surpass us in higher education rankings, and India and China are poised to do
so. About 2% of our graduates were engineers—India had more than 10% and China close to
20%. About 9.6 million college-education-level service jobs could be outsourced, which would
bring unemployment to more than 11%. The United States needs its middle third of people
educated to be world class workers. Only 9% of high school graduates don’t plan to get some
higher education.

How, then, to improve quality?

1. Recognize responsibility is shared;
2. Pride, not fear, motivates;

3. Self-discipline.

Establish and honor division of labor; focus on a few priorities (3—no more than 5); set goals and
publicize them; stay focused; don’t use student learning as an incentive (because then schools
don’t want to include the struggling student); supply resources.

In general, higher education needs to do a better job of relating to K-12; higher education should
use its remedial data to fine tune K-12 instruction. If you’re arguing about the rules instead of
doing the work, you’re probably overmanaging. It’s the governing board’s responsibility to hold
president’s feet to fire. Open enrollment schools need more stature. Missouri’s higher degree
productivity reward is low—it’s all right up to the associate level, but $5,000 low at the bachelor’s
level. Some of this has to do with what jobs are available here. The bottom half of social
economic levels is underrepresented. Missouri gives very little support to Pell Grant recipients.

Dr. Terry Barnes, President of Mineral Area Community College, representing the Missouri
Community College Association, gave an overview of the state’s community colleges.
Community colleges have increased enrollment 17% since 2000 to a 210,000 headcount—
150,000 associate degree seeking and 60,000 in employee training. A community college may be
considered successful if it enrolls 4 to 5% of its local population.

Associate level salaries are actually greater than bachelor’s in some health, technical, and
engineering occupations. Community college teachers are not tenured and usually teach 30 credit

hours a year.
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The real institutional cost of community colleges is about 33% of the four-year institutions.
Average tuition at community college is $72 per credit hour, while state aid per FTE is
approximately $2500 versus $7800 for four-year institutions. Community colleges bring in $135
million in local tax revenue annually. Community colleges view themselves as locally owned and

state assisted.

Among community college students, 75% need financial aid, 70% work part-time, and 50% need
remediation. The average age of such students ranges from 27 to 29.

Community colleges believe they need more affordable entry. There is no state funded transfer
scholarship. About $800,000 of $40 million of state aid goes to community colleges; if A+ is
included, the figure rises to 25% of the aid going to the schools that produce 32% of the
graduates. A community college degree gives a 9.8% return on investment.

Placement, rather than counting of graduates, is a good yardstick for community colleges because
community college students frequently stop out. Four percent of community college students are

BA/BS reverse transfers for job skills.

Before 1993, community colleges were funded on a “reimbursement for credit hour” model; they
are now funded on a resource allocation model, which has worked fairly well except that the
explosive growth of Ozarks Technical College and St. Charles Community College has stressed
the system, which is cost-indexed to 1993. As a result, these two institutions are underfunded.
As additional funds become available, they are split among these two plus Three Rivers and

Moberly.
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November 4, 2005
Southwest Baptist University
Bolivar MO

Present: Reps. Bearden, Ervin, Flook, Hunter, Low

Presentations:

Dr. Paul Taylor, President of Southwest Baptist University and Rose Windmiller, Director of
State Relations at Washington University, presented a demographic overview of Missouri’s
independent institutions. Dr. Taylor reminded the committee that if the state had to subsidize the
education of the more than 116,000 students at independent institutions, it would be a burden.
Students at independent institutions constitute about 47% of Missouri higher education.
Independents have a disproportionately large effect economically, since a large portion of their
students come from out-of-state. Students at-risk tend to do better in the smaller schools, and
independents have a higher rate of graduation for their first-generation students. Dr. Windmiller
discussed the diversity of independent institutions; Washington University is at one end of the
scale with a very large graduate program and many out-of-state students.

Jocelyn Strand presented a brief summary of the A+ program, which is administered by the
Department of Elementary and Secondary Education. In the early years of the program, high
schools received grants to help them complete the necessary reforms such as eliminating the
general education track. The program was targeted at the middle half of students, who might
never consider a bachelor’s degree. The intent was to reform high school, raising standards for
everyone and getting some postsecondary education to develop a skilled workforce. As the
program grew, the focus shifted from school grants to funding as many applicants as possible,
and students realized they could get an associate of arts degree and then transfer to a four-year
school to complete a bachelor’s degree. The program no longer funds book purchases. DESE is
looking at who needs remediation to complete the circle to the original intent-high school
reform.

Dr. Paul Taylor spoke again on the A+ program, presenting the reasons he believes the program
needs to be broadened to include four-year institutions, both public and private. Even public
four-year institutions have seen freshmen enrollment declines since A+ has been implemented.

Dan Peterson of the Department of Higher Education said the Enhanced Missouri Student
Achievement Survey data could permit tracking of A+ students who had transferred to public
four-year institutions.

Dr. Michael Nietzel, President of Missouri State University, presented some context-setting
material, much of which focused on the economic development effects of higher education. The
annual rate of return on a bachelor’s degree is 12% versus 7% on the stock market. Each year,
about $230 billion and one million jobs are spun off from intellectual property that originates in
universities. Dr. Nietzel also described his experience with higher education reform in

15



Kentucky, which revised its system in the late 1990s. The emphasis in Kentucky is now on
cooperative programs for cost efficiency. The community college system was removed from the
University of Kentucky’s purview, and a standing commission consisting of equal numbers of
members from the Governor’s office, House, Senate, and the Commission on Public Education
was created to meet quarterly and keep the focus on higher education achievement.

Representative David Pearce attended the meeting and introduced Dr. Aaron Podolefsky, the

President of Central Missouri State University, who spoke briefly of his experience with higher
education reform in other states.
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Appendix 2

Attachments of Information Provided at Hearings
and Other Pertinent Information

Document 1:
Missouri Public Institution Funding Model provided by Dr. Greg Fitch
Publication date of October 4, 2005
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Missouri Public Institution Funding Model

The Institution Funding Model is made up of three main categories reflecting new
funding. The categories include Mandatory Expenses, New Core Decision Items, and

Performance Funding.

Mandatory Expenses — This category contains the costs necessary to keep the
institutions operating at status quo. One portion of these costs consists of staff benefits
including health care and retirement. Additional mandatory costs include utility
expenses, information technology and supplies and services. The costs in this category
are calculated as a percentage of the core funding currently received by the institutions.
In FYO7 this category will include any increases incurred since January 2005.

New Core Decision Items - All institutions have different needs because they have
different missions to fulfill. This category allows the institutions to show financially what
is most pressing after mandatory expenses have been met. The first area within this
category is called First Priority. This area contains each institution’s number one choice
of funding if new money is available. The next area within the New Core Decision Item
is called Additional Priorities. This area allows each institution to show costs for
additional needs beyond their top priority. Costs of items in both areas are calculated
by the individual institutions. Any funding for this category will occur only if the financial
situation of the state allows such.

Performance Funding - This category allows institutions to receive additional funding
in the future if performance expectations are met. The performance measures will be
established and agreed-upon for each institution based on such areas as enroliment
levels, graduation rates and student satisfaction and will include any measures required
in future higher education legislation. There will be some basis for similar perfformance
measures related to general/like services provided by the institutions as members of the
system. However, the institutions may include additional institutional measures
reflecting the individual mission of regional service responsibility. Funding in this
category is to be projected based upon institutional performance levels and suggested
as state revenue becomes available. The performance response and state support
should parallel each other. A certain percentage of each institution’s core funding would
be tied to each of the performance measures. If the individual performance measures
are met, a percentage of the institutions’ core funding will be requested only after
previous appropriation levels to the institutions have been reached. Including this
performance funding category now gives advance notice to the institutions and the

legislature.

Y:\Institutions\Institution Funding Model.doc 10/4/2005, 10:57 AM
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Document 2:
Missouri Higher Education Financing Symposium information provided by Dr. Elson Floyd
Publication date of July 26, 2005
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Messrare /{jé Education FM y%ﬂm

Tuesday, July 26, 2005
University of Missouri-Columbia

Reynolds Alumni Center




The University of Missouri and the Harry S Truman School of Public Affairs at MU co-
sponsored the Missouri Symposium on Higher Education Financing, July 25-26, 2005,
in Columbia. The focus of the sessions was to provide policymakers and the public with a
glimpse of national issues related to higher education financing, how other states have
approached funding, and to provide perspectives of lawmakers in Missouri. Nearly 100
individuals from across the state, including many legislators and higher education leaders,

were in attendance.

Summaries of each session can be found in this packet and also are available online at
http://www.umsystem.edu/ums/departments/gr/symposium.shtml
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WELCOMING COMMENTS
University of Missouri President Elson S. Floyd

University of Missouri President Elson S. Floyd welcomed conferees to the Symposium on
Higher Education Financing. He said the Symposium, which was organized by the Harry S
Truman School of Public Affairs, was inspired by discussions within the Missouri higher
education community and in the Missouri General Assembly regarding state and national
trends in higher education finance and the future of Missouri’s higher education
infrastructure. He noted the attendance of national experts in higher education finance,
state legislators and legislative staff, and top leaders from the state’s public universities. The
Symposium affords conferees with an opportunity to review the current factors that guide
how higher education is funded in Missouri, look at issues of affordability for students and
their families, and begin thinking about best practices that can be applied in Missouri.

“We know that there has been a lot of instability in Missouri’s system of higher education,”
Floyd said. “We know that we have not been able to predict with accuracy where we are
going both now and into the future. It is our hope that we will be able to engage in a very
broad and active conversation about that going forward.” Floyd expressed the hope that the
Symposium would stimulate an active and thoughtful public policy dialogue about the costs
and benefits of education, whether the discussion was about four-year institutions or two-

year community colleges.

FINANCING ISSUES IN HIGHER EDUCATION
Dennis Jones, President, National Genter for Higher Education Management Systems

A key theme of Dennis Jones’ presentation was the challenge of identifying statewide goals
and tying higher education funding policy to the notion of meeting those goals. A
secondary theme focused on Missouri’s difficult economic situation and the lack of public
support for increased taxation.

According to Jones, most states develop higher education budgets incorrectly. The
emphasis is not on how higher education is meeting state needs, but rather on “who gets
what.”

Higher education policy is becoming more oriented toward the public agenda. “Institutions
have their plans and budgets and have to be assessed and held accountable, but at the next
level there are questions about what ‘are the state’s priorities, how does the state put dollars
behind those priorities, and what does accountability look like juxtaposed to that set of
priorities?” Jones said.

Noting his previous work with the Missouri Business and Education Partnership and the
Governor’s Commission on the Future of Higher Education, Jones said that in both cases
they attempted to focus on priorities. “I think it is safe to say those were very hard sells in
the state of Missouri,” he said. “The notion of trying to build consensus around a set of
statewide priorities that higher education could serve, rather than as institutions that could
receive, was a very difficult and in some ways futile conversation here.”
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All states have some common higher education goals: high school completion; getting high
school graduates to attend college; achieving a strong graduation rate; and then having
those graduates stay in the state and gain employment in fields that help the economy.
Missouri does not have an economy to support the graduates the state is producing. Noting
his past research in Missouri, Jones said “one of the priorities we promoted was the
expansion and diversification of your economy. The economy you have is not big enough to
sustain continued support for higher education or a high quality of life for your citizens.”

Like most states, higher education in Missouri faces increased competition from other
areas of state government, particularly Medicaid and elementary and secondary education.
Although many institutions have increased private fundraising and grants, those items only
serve to support specific programs, not general operations. “What it boils down to is how
much does an institution need, and who is going to pay for it — the students or the
taxpayers?” Jones said institutions cannot look to private funds to fill the gap between what
is needed and what comes from the state and student fees. “Those funds are gravy, they
help, and they often provide the margin of excellence, but they are not what keep the

. . ”
railroad running.

Another challenge is that legislators and governing boards have very different goals and
timetables. “There’s always a tug of war about what goes first, tuition or appropriations,”
Jones said. “Seldom is there consensus about what we are pursuing and how does this policy

link to that pursuit.”

Jones noted that many states look at funding per student, or FTE levels, to measure growth
or success and in some cases this is used to drive funding formulas. Often the count is
made after the third week of the semester, “which provides an incentive to recruit students,
but there is no incentive for them to be successful.” The British do the calculation at the
end of the semester and count course completions. “That sets a very different message, a
very different set of expectations, as to what you are trying to accomplish,” he said. “It is the
same amount of money being put into the system, but at one end they are rewarding
success, the other is simply rewarding activity. How the money flows, and what you use as

the matrix, is important in this conversation.”

Jones emphasized that policy must be affordable both for the student and the taxpayer, as
well as be transparent. “When you look at it, you have to know what is driving it,” Jones
said. “If legislators can’t see what’s going on in the black box and how tweaking this changes
this over here, then it will not have a lot of credibility.” Policy also must reward
responsiveness andkcreatiyity, and provide some support for meeting state needs.

Nationally, there are many examples where tuition has been going up as state
appropriations go down, as has been the case in Missouri. The amount higher education
receives is normally determined by the amount left when everything else is taken off the
table. “Higher education is the budget balancer — it’s the piece that has a third party payer
called the student,” Jones said. “Criminals don't pay their share, but students do. And
that’s the one place where states can offset part of their expenditure to somebody else.” As a
result, higher education gets hit hardest when the economy is bad, but it also can
sometimes gain the most when the economy is good. However, in the current economic
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turnaround most of the increase in funding for higher education is focused on capital

improvements — bricks and mortar — not operating expenditures.

A successful higher education policy requires three things: a clear sense of state priorities;
support to create and maintain the necessary capacity; and alignment of policies related to
institutional support, tuition, state student financial aid, and institution-based financial
aid. Jones said we have a lot of work to do in Missouri and in the nation. Only 29 out of
every 100 ninth graders in the U.S. finish a four-year degree in a reasonable amount of
time. Globally, the U.S. ranks 11" in the percentage of 25-34 year-olds with a baccalaureate
degree. By the end of the decade, the U.S. is projected to be in 7t place. “We are well on

our way to becoming a second-class economic power,” Jones said.

Jones noted several statistics about Missouri, which has less tax capacity than the U.S.
average and a tax effort slightly below the national average. “The reality is that this is not
going to change,” he said. “The notion that we are going to solve things by raising taxes is
not a popular suggestion, and I don’t know of any person running on that platform, unless
they are talking about sin taxes.” Jones said if Missouri is to increase its state funds for
higher education, it will have to be because the state grows its economy, not because it taxes
more. “That is why the notion of building an economy that is stronger and broader is very
much in the self-interests of the higher education institutions. You must make that case to
the legislature as to why that is important,” Jones said.

All 50 states have structural deficits, meaning their current tax structures will not support
current services over the next 8 years. Missouri is in the mix of states where higher
education will have increasing competition from other sectors.

Missouri is in the bottom half of states in the percentage of state appropriations that go to
higher education. However, if the state combines tuition dollars available to institutions
with state appropriations, the state is in the high end. Missouri has a high proportion of
students at four-year institutions that are generally more expensive. It is not expected that
the situation will change, as the state does not have large numbers of students coming down

the pipeline.

PANEL DISCUSSION:
FINANCING METHODS FOR HIGHER EDUCATION

State Senator Ron Teck (R-Colorado)

There is a great deal of interest among higher education institutions across the country
about what has happened in Colorado. The state enacted a change in how it funds higher
education institutions so that state appropriations flow through the students and then to
the institutions. Although many have characterized the change as a move toward the
voucher system, Teck argues that in reality it was simply a “bookkeeping trick” to avoid
more catastrophic cuts in higher education that the spending limitation would have

required.
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Colorado voters passed the Taxpayer Bill of Rights, also known as TABOR, in 1992 in
response to several years of increasing taxes. It limited the amount of revenue the state
could spend, tying the index to inflation and population growth. It did not have a great
impact in the 1990s because of a robust economy, but by the late 1990s the state was forced
to refund significant amounts of revenue to taxpayers very similar to what had happened in

Missouri.

When the recession hit in 2001, things changed and over the next two fiscal years the state
saw reductions in revenues of more than $1 billion. Public higher education institutions
saw a decrease from a high of $770 million in FY 2002 to $580 million in FY 2005K. As a
result, institutions increased tuition, although tuition also was limited by a cap. In
addition, Colorado voters passed Amendment 23 in 2002, which required that elementary
and secondary education receive increased revenues of inflation plus one percent annually

for a 10-year period.

Since Colorado counted tuition for higher education as state revenue, increases in tuition
on one end of the equation resulted in a need to further reduce higher education
appropriations on the other to avoid further triggering the refund mechanism. Higher
education saw 2I percent reductions at a time when enrollment was increasing at most

institutions.

“So we had a real problem,” Teck said. “We couldn’t increase tuition because of a refund
demand set upon us by TABOR. We had decreasing money going to higher education so
schools had to do more with less because of increasing enrollment. We couldn’t change
TABOR without a vote of the people. So we were trying to figure out a way to get around
this problem to salvage our higher education system.”

The answer came in the form of SB189, which took advantage of a loophole in the TABOR
language that said any entity that received less than 10 percent of its revenues from state or
local government was considered an “enterprise” and thus was not subject to the constraints
of TABOR. Teck and others argued that if the state provided higher education funds to
students, and then the students in turn gave that money to the schools, those funds were
not state appropriations and this would remove the institutions from TABOR restrictions.

“So the real genesis of SB189 was a bookkeeping arrangement to try and get us around the
constraints of TABOR,” Teck said. He also said an added goal was to help students realize
and see the value of continuing their college education in the hope that more of them
would choose postsecondary education. SB189 passed, and this is the first year that the new
funding arrangement has been in effect.

But Colorado’s larger budget problems still exist — Teck said they estimate a $2 billion
deficit over the next five years. In November, Colorado voters will consider a measure that
would relax TABOR requirements for five years and allow the state to keep excess revenues
to address the shortfall.

“If we do not get that passed,” Teck said, “there is a very great probability that we will be the
first state in the nation to entirely defund higher education.”

Symposium on Higher Education Financing 6



Mirna Gonzalez, Assistant Vice Chancellor for Governmental Relations, University of
Texas System

Gonzalez profiled the funding model for higher education used in Texas, which includes a
weighted matrix based on credit hours taught and includes incentive funds to reward
institutions that address state priorities.

Texas operates on a two-year budget cycle and divides the higher education pie into three
sections: instruction and operations (62 percent); infrastructure (13 percent); and special
items (25 perCent), which reflect priorities related to state needs.

The instructions and operations budget supports faculty salaries, student services, research
and administration. The infrastructure budget supports utilities, maintenance and repair,
and operations, as well as designated funds for smaller institutions.

The operations funds flow through a formula that is based on weighted semester credit
hours taught, and uses a three-semester timeframe. Weights are allocated based on five
basic levels: lower undergraduate, upper undergraduate, master’s, doctoral and
professional. An undergrad liberal arts course, for instance, carries a weight of 1.0.
Engineel:ing and law carry weights of 3.0 A doctoral course carries a weight of 18.0.

The matrix was developed on a cost-basis that reflected what the state was spending on the
programs at the time the formula was developed. The matrix includes a guarantee that no
institution would lose more than 3 percent of its prior year funding reflected in the
weights. The amount of money in the formula is based on how much funding the
legislature has available.

The model used for infrastructure was based on the predicted square feet needed for the
institution to meet its educational and mission-related goals. These are determined by the
department of higher education and the process is designed to reward efficient use of

space.

The Texas plan also provides incentives to institutions that teach undergraduate courses
with faculty instead of teaching assistants.

When Texas faced revenue shortfalls in 2003, the legislature adopted tuition deregulation
to give institutions some flexibility from the capped tuition of the past. That led to two
years of double-digit increases and renewed calls from the legislature to cap tuition again.
“It did not happen, but they came very close,” Gonzalez said.

Institutions are insulated from being punished for raising tuition in that revenues from
fees cannot be used to reduce general revenue appropriations. There also is a set-aside
from the tuition amount of about 20 percent that must be used for financial aid.

In 2003, Texas enacted the “Be On Time” student loan program. Students who take the
recommended high school curriculum and then graduate in a timely manner from college
with a B average can have their loan forgiven. Because of the popularity of this program,
Gonzalez said the legislature is looking at financing it through the issuance of bonds.
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Some institutions in Texas are also operating under a flat tuition model, where semesters
are based on a flat 14 credit hour price. The incentive, Gonzalez said, is to encourage
students to take more than 14 hours in order to graduate on time.

Rep. Carl Bearden (R-St. Charles)

Rep. Bearden profiled HB742, legislation he filed in the 2005 session to establish a more
student-centered funding model for higher education in the state. Although the plan
borrowed from some of the Colorado model, Bearden emphasized that it has two primary
differences: it first establishes a baseline level of funding that no institution would go

below, and it also does not have any impact on capital appropriations.

Bearden’s first goal is to bring higher education funding levels back to FY 2002 authorized
levels, which are slightly over $1 billion. “We never got there,” Bearden said, “We set the
appropriation but spending never got to that point, and, in fact, went the opposite

direction as many of you know.”

Once the FY 2002 level is reached, Bearden’s plan would start a new formula for funds
above and beyond the FY 2002 levels where students would be the focus. The funding
students would receive would be portable and could be used at either public or private

institutions.

Bearden said one section of the bill that will be changed significantly will be the
restructuring of financial aid. “The Coordinating Board is already undertaking a lot of
what I had in there, and I also think there has been some misinterpretation or
misapplication of the intent of student aid that would occur through the Gallagher model.”
Bearden said his idea is to provide the same amount of need-based aid to all students
through Gallagher. The student would take the scholarship to whatever institution they
desired, as long as the amount did not exceed the cost of attendance.

“My intent on financial aid was to try and boil down a lot of the different scholarship
programs,” he said. “I am concerned that the need-based aid we get is not keeping pace
with the merit-based aid, and I think in today’s economy we need to take a look at that.”

He then described the parameters of the new student-based funding model. He
emphasized that the model would not be in effect if operating funds fell below the FY 2002
levels. His concept also includes some incentive funds for performance, but he said he did
not specify what those measures would be because he intended for the institutions to

develop them.

Noting the old Funding for Results model under the CBHE, he said he wanted to see that
revisited. “It’s been 10 years since we did those, and I think it’s fair that we look at those
and reallocate those and make that a more active process so that those become the
performance measures that would be subject to some additional funds above and beyond

the funding formula and FTE funding.”
He said he was open to working with institutions to define the FTE funding model. His

original bill provided lowest-common-denominator funding levels for the first two years of
college at the community college level, the second two years of college at the lowest-cost
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four-year college level, etc. “Those were put there to stimulate discussion,” Bearden said.
“And so that is very open and not cast in concrete. Hopefully as we get through the interim
committee we will be able to focus on that a bit more and make it more definitive.”

Bearden's plan would free institutions from some regulations that currently exist,
including some of the program review and approval functions of the Department of Higher
Education. “There is some good and bad w1th that,” he said. “One public concern is
duphcatxon of programs. Some of that is 1nev1table but how much is really necessary? So
we won't completely eliminate that review process.”

The bill also establishes a joint House-Senate committee. “One of the things the legislature
suffers from is that we do not have a continuity of understanding of what happens in the
higher education community, and so the joint committee was really meant to establish that
so we can come together and become the pool of expertise on the subject,” Bearden said.

He also said an interim House committee would be established to review higher education

proposals in more detail.

Questiori and Answer Session:

Rep. Beth Low (D-Kansas City) questioned Sen. Teck of Colorado about the flat $2,400
funding that Colorado students receive, asking if it is the same regardless of where the
student goes. Teck said it is the same unless it exceeds the cost of attending.

Low questioned whether students that attend private institution receive the same amount.
Teck said the amount is cut in half for private schools but those students would receive
$1,200 in formula funds. “There is some controversy over using taxpayer dollars for
students who attend private institutions,” Teck said.

Low questioned whether those funds might potentially have gone to the public institutions
and thus lowered the need for tuition increases.

“It is diminishing the amount of money we have available to give to public institutions,”
Teck said. “The argument is to get kids educated and whatever we can do to help facilitate
this we are going to try and do. Yes, we will be taking money away from public institutions,
but we want to focus on our greater goal and that is educating our kids.”

Low said it appeared to her that the model used in Colorado takes funds away from the
public institutions that are the “best shot” for lower- to mlddle income kids who need the

financial help and can’t pay the higher tuition.

“That is the political side of the argument,” Teck said. “There was a hard push from the
lobby of the three private institutions that they wanted to have some of the action.”

Bearden added that “one good part of my proposal is that it does not take money away from
the public institutions.”
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LUNCHEON REMARKS
Charles McGlain, founder of Jefferson College,
former president of Northeast Missouri State University (later Truman State Universig)),
and later Missouri’s State Commissioner of Higher Education

Charles McClain provided conferees with a historical perspective and some context on
higher education policy issues and decisions going back more than a decade. He also
described the advantages of a higher education system that is driven by incentives,

competition and autonomy.

As Mephistopheles said in Goethe’s Faust, “Everything that rises goes rightly to its ruin.”
And so it has been with public higher education in Missouri. At the urging of the General
Assembly, the governor appointed a commission in the early 1990s called the Higher
Education Business Partnership to study higher education. The study, which was conducted
by Dennis Jones of the National Center for Higher Education Management Systems,
eventually led the General Assembly to approve placement of a referendum item on the
ballot called Proposition B to raise tax revenue for higher education. Funding for K-12 was
added toc broaden the measure’s appeal, but the proposition still failed at the polls by a 2-1

margin.

The focus then shifted to the courts. Circuit Judge Byron Kinder, Cole County, issued a
ruling in 1993 that provided the impetus for the redesign of the school foundation formula
and a proposed new tax measure to pay for it. The tax measure, identified as Senate Bill
380, was meant only to fund elementary and secondary education. “Senate Bill 380
included a very clever tax increase,” McClain said. “Just limit the exemption of the federal
income tax on the state income tax form to $5,000 for a single tax return and $10,000 for
a combined return, plus some modest corporate tax increases. Prior to the proposal, all of
the federal income tax paid was allowed as a deduction on the state return.” The measure
was passed by the General Assembly without a vote of the people, despite the fact that
earlier promises had been made that no tax increases would be made without a popular

vote.

Passage of the new tax without a public vote sparked a firestorm of protest led by the
Missouri Farm Bureau, which held a press conference to announce that they would start an
initiative petition to limit the amount of new taxes that could be passed by the General
Assembly without a vote of the people. Governor Mel Carnahan joined the Farm Bureau in
the successful effort to pass the constitutional amendment.

Due to the booming economy of the late 1990s, Senate Bill 380 was more successful in
raising revenue than was anticipated by its authors, triggering refunds under the provisions
of Hancock I. To minimize the need to issue annual refunds, the legislative leadership
passed a series of measures that exempted food from the state sales tax, among other
exemptions, thus reducing the amount of revenue coming into state coffers. Then the
economic bubble burst, led by the events surrounding the destruction of the World Trade
Center, and state tax revenues plummeted. With new tax measures effectively stymied,
funding for public education was reduced in successive years to meet the rising cost of the
Medicaid program.
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In FY 2004, according to one study, elementary and secondary education received 26.1
percent of the state’s operating budget. The Missouri Constitution provides for elementary
and secondary education to receive 25 percent of the budget; nevertheless, the public
school districts are back in court to argue that they are not being adequately funded while
higher education continues to lose state financial support as the state shifts funds to other
sectors of the state budget.

Having completed his brief historical review of higher education finance during the past 15
years, McClain described some concepts that can enhance creativity and innovation in
higher education, including incentives, competition and autonomy.

As a part of the work on Gov. Blunt’s Commission on the Reorganization of State
Government, the task force on education has had conversations with several other states
that have been studying higher education governance and finance. Each of these states has
considered using financial incentives to achieve state goals. One state task force studying
higher education wrote the following: “The higher education funding formula and other
financing of higher education must create incentives for achieving state priorities. The
formula should not be focused solely on equity of funding to institutions.”

Missouri moved away from an enrollment-only driven formula in the late 1970s. All of the
other states the Commission task force visited have and are trying to move toward a
weighted funding formula similar in principle to those already in use in Missouri and
Texas. An article in the Kansas City Star discussed how Kansas was withholding funds

because goals set jointly by the institutions and the state were not met.

The author of the book Higher Learning suggested that there are two familiar ways to keep
human organizations attentive to the public good and the public interest. McClain quoted
from the book: “One is regulation and the other is competition. Neither is perfect.
Governmentregulation and control have not worked well to improve the quality of
education. Not for American public schools and not for universities abroad, which are
controlled and regulated by central governments. Competition, by contrast, produces
diversity, experimentation and creativity.”

“According to the author of Higher Learning, nothing in the experience of our public
schools, and nothing we can discover overseas, where universities are controlled by the
state, suggests that stronger regulation will improve the practice of teaching and learning in
our colleges and universities,” McClain said.

McClain said that Missouri has been and continues to be an innovator in many ways, and
this has happened through the wisdom of the General Assembly and governors who kept
higher education off the numbers game and the equity discussions, which tend to produce
mediocrity. He said a decentralized system of higher education with a funding formula that
contains incentives and is not purely enrollment driven offers distinct advantages over
other approaches, such as regulation.

The concepts of competition and autonomy give us organizations that are innovative and
creative. “Missouri would be a pioneer if it would add an incentive component to the
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funding of elementary and secondary education” McClain said. “Otherwise we shall
continue to go down the bottomless trail of adequacy and equity, and higher education will

continue to lose ground.”

The future of higher education in Missouri will depend on the wisdom, the statesmanship,
and the vision of the political leaders in attendance at the Symposium. “Remember,
everything that rises, goes rightly to its ruin,” McClain said. “I don’t think I want to buy
that. The power to make corrections was given to us, if we but use that ability with a long
view and not the short view, and rise above parochial interests, and think of the common
good. Ruin is not inevitable. Prove Faust wrong and yourself right.”

RECENT DEVELOPMENTS IN HIGHER EDUCATION
Dennis Jones, President, National Center for Higher Education Management Systems

Dennis Jones reviewed important trends in higher education to help put Missouri’s

experiences in perspective.

Jones noted that we are seeing a significant shift in public policy conversations about higher
education, from an emphasis on the institutions themselves to an emphasis on the public
agenda for higher education and the needs of the state and its people. Fifteen years ago,
governors and legislators would have said that higher education in their respective states was
a good thing but not an imperative. Now they seem to understand that higher education is
critical to the future of their respective states in terms of the economy and social needs.
Today, 80 percent of jobs require some college 'preparation, and so it is no longer a
question of the value of the investment.

A few states have put all the pieces together to effect significant reform in their higher
education infrastructure. Kentucky and North Dakota are noteworthy.

Kentucky’s governor conducted an ‘assessment of the resources his state had and concluded
that Kentucky was like a third-world country in terms of its people’s wealth, health and
educational attainment. He made it the state’s objective to move their per capita closer to
the national average. The most decisive step in achieving this goal was to focus on adult
literacy. Fully 40 percent of Kentucky's adult population was functionally illiterate and one
half had not completed high school. Kentucky invested enough state funds into the literacy
program to make it a state program with some federal support, rather than having it the
other way around. The reform was led by a legislative committee chaired by the governor.
The centerpiece of the legislative proposal was to form a new community college system
from institutions previously under the direction of the University of Kentucky and the
state.

North Dakota had a different problem. It was relatively successful in getting its students
through high school and on to college, but it was losing its graduates to other states with
more and better quality jobs. The leaders in North Dakota decided they had to grow the
economy and attract more people to the state. They did it in part by changing the funding
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mechanism for higher education to emphasize autonomy and accountability. The state
generally ensures that 21 percent of the state budget will go to higher education.
Accountability was underscored by identifying in statute the measures to be used to assess
progress in meeting state needs. Out-of-state tuition was eliminated to attract more
students to North Dakota institutions, and the state anticipated that 40 percent of those
students would remain in the state after graduation. Business leaders were involved in the
debate from the very beginning and were instrumental in the passage of the legislation.

In the states that have had success in changing the higher education situation, the key has
been to remain focused. They are identifying their goals, staying the course even during
changes in administrations, and keeping their focus on the state’s agenda.

Another trend is the changing role of coordinating boards. Coordinating boards originally
arose from concerns about how to control academic program duplication and growth of
institutions. The era of institution building is over, and so is the emphasis on overseeing
institutions. Now the role’ of coordinating bodies is to build and manage the public’s
agenda for higher education and to identify and dedicate funding to implement those
agendas. The coordinating bodies also help to develop the accountability measures and take
the lead in devising ways to balance student aid and tuition rates.

Jones said that there also is a shift in emphasis from fiscal accountability to performance-
based accountability. Many legislators will tell us that higher education institutions are not
accountable to the people of their states for the funds their institutions receive or for
progress in achieving state goals. The institutions will say that there has not been a
conversation to define just what the public agenda is supposed to be. Jones pointed to the
North Dakota experience, where accountability measures were put in the statute to make
the explicit the expectations of the legislature and preclude others from defining the terms
to meet their own agendas.

Another trend has been the shift in the financial burden from the states to the students.
“The shift in most states has been from a high appropriation/ low tuition/ low student
financial aid model to a lower appropriation, higher tuition/mixed student aid model,”
Jones said. “States have backed into that a little bit at a time without intentionally doing so.
It is what has happened to make it work on a year to year basis.”

Jones said some states are experimenting with new forms of relationships between state
government and higher education. He noted the increasing reliance on market
mechanisms as a substitute for public policy rather than as a mechanism for public policy.
Mentioning the concept of education vouchers that go with the student, Jones said that it
could be argued that states need not get involved in market mechanisms to shape the
workforce. Individual student choice will in fact solve many, but not all, of the problems
without intervention. Market devices can be used to entice students to enter certain career
fields, such as recruiting nursing students for rural Missouri.

Jones cited several experiments by states that have met with some success. The California
State University system has introduced the college placement exam into the junior year of
high school. Juniors can take the exam and, if they pass, do not have to take it again. If they
do not pass it, they gain a better appreciation of what it takes to do college work, and they
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still have a year to fill the gaps in their pre-college preparation. In Missouri, 80 percent of
the freshmen students come from a relatively small number of high schools that are
grouped regionally. Missouri higher education could place its faculty in selected high
schools to assist in raising college-bound student achievement levels so they won’t have to

do remedial work once they get to college.

HIGHER EDUCATION IN MISSOURI:

PERSPECTIVES FROM THE GENERAL ASSEMBLY
Moderator: Rep. Gayle Kingery (R—Poplar Bluﬂ), Chair of the House Higher Education Committee

Rep. Kathlyn Fares (R-Webster Groves)
Rep. Fares, who chairs the House Appropriations-Education Committee, emphasized the
importance of performance and accountability in her remarks to the symposium audience.

Fares said there is a need to align preparatory education with the needs of higher education
so that there is less of a need for remedial course work at the higher education level. “All
levels of education need to be talking,” she said.

Whether students are college-bound or not, Fares said they need to be urged to focus on
courses in high school that prepare them for work or school after graduation. She also said
higher education must be prepared to address the issue of nontraditional students who
change careers and need additional training.

“Because jobs and professions are less likely to be forever, we must offer transferable skills
and lifelong training capabilities,” she said. “Professional development courses must be
geared to helping teachers to address these needs and to help second career entries into the
teaching field to grasp the complexities of their new careers.”

Fares also focused on the importance of smooth transfer and articulation agreements
among higher education institutions. “Having courses that transfer based on the content
prescribed and not the ego of academia is essential to a student completing coursework,”

she said.

She noted that statistics show that students who start at community colleges and then
transfer to four-year institutions do as well, or in some cases better, than those who start at

the four—year institution.

Sen. Maida Coleman (D-St. Louis)
Sen. Coleman, who serves as minority leader in the Senate, focused her comments on the
area of need-based financial aid and the importance of enhancing diversity in higher

education.
She said that Missouri ranks 46" in per-capita support for higher education, at $14%7.01

per person. The national average is $210, and Illinois is at $213. She also gave the state’s
ranking in comparison of state support for financial aid as a percentage of Pell Grant aid
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provided to students in the state. Missouri provides I2.3 percent as much aid as Pell grant
recipients receive. She said the national average for state support compared to Pell grant
support is 40.1 percent. She noted that the state had seen a decrease in state funds
supporting financial aid over the past five years.

Coleman stressed that these changes have the greatest negative impact on minority
populations in the state. She said only 6 percent of students from lower socioeconomic
categories earn bachelor’s degrees in Missouri, compared to 40 percent of students from
higher socioeconomic categories. “So when you look at where we stand as a nation and we
see where the low income and minority students are, there is a big disparity,” Coleman

said. “That is most distressing to me.”

She said that 29 percent of low income students must work more than 35 hours per week.
“How can these kids get an education if because of their financial situation they need to
work 35 hours a week? That’s more than most part-time jobs,” she said.

Coleman noted that at the University of Missouri-Columbia, tuition and fees have
increased 88 percent over the past ten years. Although a quarter of that increase can be
attributed to inflation, the remainder is a result of reduced state funds to higher education.

“Certainly in Missouri we are dealing with a lot of these problems because of our budget
situation,” she said. “The General Assembly is not funding higher education like we used

to.

Noting the value of community college education, she emphasized again that steps need to
be taken to make higher education affordable and accessible.

“We are putting too many children at risk of not getting an education, especially when you
look at increases in fees like we've seen at the University,” she said. “If I had to go to school
now [ could probably not afford it. So from the General Assembly’s perspective we
understand the issues here and we will certainly continue to look for ways that we can ease
the burden and soften the load.”

Rep. Maynard Wallace (R-Thornfield)

Rep. Wallace has been traveling the rural areas of Missouri talking about the past session
and priorities for next year and shared some of his remarks with the audience. He also
emphasized that this is the right time for lawmakers to focus on higher education.

He noted the past session’s accomplishments included a new funding formula for K-12,
limiting the growth of Medicaid, and improving the worker’s compensation and tort

reform laws.

“We think these things will make our state more business-friendly,” he said. “If you think
about what we are going to do next, at the top of my list when I'm down in rural southern
Missouri talking is that we have to do something with higher education. If we truly did
things to make this a more business-friendly place, then we’d better be ready to have people
prepared if we are going to create an environment where we have more jobs and people
bringing business to the state.”
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He said one key issue is funding. “Somewhere along the way I think it’s time we addressed
that the state has to start picking it up again,” he said. “And I don’t mean just making
higher education take what is left over, but making it a priority along the way to make

higher education better.”

Recent discussions on new funding formulas or methods are appropriate at this time, but
he was reluctant to endorse a per-student funding methodology yet. He also said higher
education must take notice of very successful, fast growing institutions and why they are
doing so well. He noted Ozark Technical College as an example. “Why are they so
successful? Because those young people are going through there and getting a good
education and then getting high-paying jobs when they get out,” he said. “We have to look
at each other and see what we are doing right.”

“We're trying to make Missouri be a better place to live, work and stay,” he said. “We think
we did some things in the last session that move us in that direction. I'm one of those
people who says that the next step in ensuring that happens is that we pay a lot more
attention to higher education in the next session.”

Questions and Conclusion:

Steve Lehmkuhle, interim chancellor for the University of Missouri-Kansas City, noted the
interest from the panel in transfer and articulation improvements and indicated there had
been much improvement in that area. He then mentioned a concept of a “community
college completer scholarship” that could provide some financial support for students who
finish an associate’s degree and transfer to a four-year school. Rep. Fares was supportive of
the concept and looked forward to further discussions.

Rep. Gayle Kingery (R—Poplar Bluff), chair of the House Higher Education Committee,

served as moderator and concluded the session.

“We know that it’s time to get started to address the situation of funding,” Kingery said.
“Higher education has, for wont of a better term, slipped through the cracks over the last
three years and we want to prevent that from happening again and try to get us back to a
level where we are funded commensurately and adequately throughout our state. Education
is the key to economic development and success, and that is our goal. We are going to have
to work together just like we have today to reach that level where we come together and we
can solve or manage most of these financial problems.”
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DEPARTHENT OF HIGHER EDUCATION

3515 Amazonas Drive
Jaffarson City, Missouri 65109
573-751-2361
§73-751-6635 Fax

www.dhe.mo.qov

October 25, 2005

The Honorable Carl Bearden
Chair, Interim Committee on Student-Based Higher Education Funding Reform Models

Room 301, State Capitol
Jefferson City, MO 65101

Dear Representative Bearden:

During the Department of Higher Education’s presentation before the House Interim Committee
on Student-Based Higher Education Funding Reform Models on October 10, 2005, the following

was requested by the committee:

e Missouri comxnunity college equity funding formula — Attachment 1

e Historical appropriations at Missouri’s public community colleges and universities —
Attachment 2

e Percent of public funds going to public and private institutions for all of Missouri’s grant and
scholarship programs — Attachment 3

= Percent of degrees conferred at public and private institutions in Missouri — Attachment 4

Please find this information enclosed.

In addition there was an inquiry about the accuracy of Missouri’s public institations’ historical
FTE enrollment numbers. The department has been reviewing these numbers for several weeks
and has found inconsistencies in reporting these numbers over the years. The department is
committed to updating FTE numbers for the State Higher Education Executive Officers Finance
Report. There was also a request for the current partnerships among Missouri’s institutions.
That list was provided to your committee at the October 20 hearing.

If you have any additional questions or need additional information, please let me know.

Sincerely, "
—

=T

Gregory G. Fitch
Commissioner of Higher Education

GGF:DI:pk
Enclosures

¢: Marianne Mills, Budget Analyst, Office of Administration
Mark Schwartz, Budget Analyst III, House Appropriations
House Interim Comunittee on Student-Based Higher Education Funding Reform Models
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Attachment 1

MCCA Presidents and Chancellors Council
Funding Formula Recommendation

Charge: A committee from the Council was asked to review the current funding formula for
equity, especially in terms of the growth factor, to develop alternatives and to present findings
and options to the Presidents/Chancellors Coungil,

Recommendation: The following two-phase adjustment formula was adopted by the Council
on Janwary 8, 2003, for presentation to the Department of Higher Education. It was presented to
the Department of Higher Education on June 4, 2003, and was recommended at that time for

adoption by CBHE for the FY 05 budget.

Two Step Equity Adjustment Formula Recommendation

1. Until the community college core appropriation again reaches the $150 million
appropriation level of base year FY 02, the following distribution model will be in

effect:

» In years in which the core appropriation increases less than 2% over the previous year’s core
appropriation, no equity adjustment will be requested.

» In years in which the core appropriation increases by 2% or more over the previous year’s
appropriation, an adjustment of .5% of the total new core amount will be distributed on a
proportionate basis to those colleges falling below 15% of the mean.

2. ‘When the core appropriation rises to or exceeds the $150 million base.

e In years in which the core appropriation increases less than 2% over the previous year’s core
appropriation, no equity adjustment will be requested.

e In years in which the core appropriation increases by 2% or more over the previous year’s
appropriation, 1% of the total new core will be distributed on a proportionate basis to those
colleges falling below 15% of the mean.

Rationale and Assumptions: In order to address issues of equity in the distribution of state
funds and at the same time to protect all member colleges’ financial viability, the comrmittee

worked from the following assumptions.

Assumption 1: Equity rather than equality should be the goal of any funding distribution model.
Reaching equality would mean balancing so many variables that it becomes a practical
impossibility. Equity is a simple, mathematically elegant solution that seeks only a defensible
degree of distribution. :



Assumption 2: While any number of colleges may fall at or above 15% of the mean, some
process of equity adjustment should be developed that addresses the needs of those colleges
falling below 15% of the mean. The 15% mean point is a historic artifact from previous
allocation models.

Assumption 3: Any process for addressing equity adjustment should not re-open the 1991
allocation model legislation.

Assumption 4: The total dollars involved in any equity adjustment for colleges falling below
15% of the mean should be distributed among or between these colleges in proportion to the
amount they fall below the mean.

Assumption 5: Equity adjustment efforts and recommendation should in no way substitute for or
delay efforts for core restoration.
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Higher Education Reform in Colorado, Vouchers are Only Half the Story
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STATE OF COLORADO

Department of Higher Education
COLORADO COMMISSION ON HIGHER EDUCATION

HIGHER EDUCATION REFORM  ::o.-
Governor
N D Richard F. O’Donnell
Executive Director

VOUCHERS ARE ONLY HALF THE STORY

THE BEGINNING OF THE 2005-06 ACADEMIC YEAR BRINGS SWEEPING CHANGES TO COLORADO’S HIGHER EDUCATION SYSTEM.

For the first time anywhere in the nation, Colorado’s college -

students will bring with them a state taxpayer-funded higher
education voucher (known as a tuition stipend in
Colorado). The stipend replaces traditional direct legislative
appropriations to the state’s colleges and universities. But
stipends, as important as they are, comprise only one part
of comprehensive pre-collegiate and higher education
reforms in Colorado.

Led by Colorado Governor Bill Owens and Rick O’Donnell,
Executive Director of the Colorado Commission on Higher
Education (CCHE), Colorado is establishing a new social
contract by demystifying college, improving access with a
particular emphasis on higher education/K-12 linkages,
strengthening accountability, and improving information
to citizens and policy makers.

A New Funding Method:

STIPENDS & FEE-FOR-SERVICE CONTRACTS

Starting this fall, all in-state undergraduate students attending
public or participating private colleges or universities — be
it a local community college or the flagship campus of the
University of Colorado — will receive a tuition stipend
(voucher) from the College Opportunity Fund. The tuition
stipend will be $2,400 for a full-time student at state
institutions and half that amount for a full-time student at
a private institution. Part-time students receive a pro-rata
stipend. The stipend replaces direct appropriations from
the state’s General Fund to' individual state colleges and

universities. The amount of the stipend is set annually as -

part of the legislative budget process.

The stipend is not financial aid. All resident students going
to a public college or university qualify for exactly the
same amount, regardless of family income. Low-income
students (those who qualify for a Federal Pell grant) may
also use 50 percent of the stipend’s value to attend a
qualifying private college or university. Need-based and
merit aid continue to be separately funded programs in
Colorado in addition to the stipend amount.

By replacing the outdated practice of direct appropriation
from the legislature to the college, Colorado has introduced

market forces into taxpayer subsidies for higher education.
The new system encourages institutions to focus on
enrolling, retaining and graduating their students by
providing a quality, relevant education. Under the direct
funding model, few such incentives existed.

The tuition program in Colorado is for undergraduate
students. Stipends do not apply to graduate programs due to
the cost disparity among graduate programs.

To bring transparency and competition to graduate education
funding, Colorado adopted new fee-for-service contracts.
Starting this year, the legislature now appropriates funding,
not directly to the institutions, but to the Colorado
Commission on Higher Education. The Commission then
negotiates with each school what graduate programs it will
provide and at what cost.

The Commission has the ability to ask tough questions,
such as why does one college produce master’s level
educated nurses for $5,000 each while another college
requires $9,500 each for the same level of nursing education?
For example, the Commission could choose to purchase
more graduate education in nursing from one school
over another — based not only on price, but also on quality
— by asking questions such as what percentage of nurses
graduating from each school passes the state nursing board
licensure exam?

Colorado Commission on Higher Education, 1380 Lawrence Street, Suite 1200, Denver CO 80204, 303-866-2723
Summer 2005




Why Stipends?

For Colorado, there were two compelling reasons for
adopting a tuition stipend program. The first is our need to
dramatically expand college access for underserved students
- minority, low-income and, in many cases, male students.
The two biggest barriers to college for underserved
students are lack of adequate K-12 academic preparation
and lack of financing for college expenses.

When it comes to a lack of financing, however, all too
often the barrier is more perceived than real. Low-income
parents and students see headlines about double-digit
tuition increases and the high cost of going to college. They
often assume, erroneously, that they cannot afford college,
and so they don’t even pursue it.

Research among underserved students and parents revealed
that they are completely unaware that state taxpayers
subsidize the cost of a college education. But, when we
explained that they could have a $2,400 per year stipend,
and that the money is set aside for students to use it or lose
it, perceptions changed.

Simply put, stipends give underserved parents and students
a vested interest in their own tax dollars when it comes to
paying for college.

With the tuition stipend program, taxpayer subsidies of
public higher education become more meaningful.
Students and parents now understand more easily what
$2,400 means to them. And, they begin asking questions
about how much the tuition stipend covers of a college
education. This encourages a public dialogue about how
tuition stipends, combined with financial aid, make college
affordable for all students, even traditionally underserved
student populations. :

Second, tuition stipends in Colorado create a new type of
competition for in-state Colorado students that did not exist
in the past. Under the old, direct-appropriation funding
model, institutions were subsidized by the state based partly
on their enrollment, but also on what powerful legislators
or special interests were able to squeeze out of the budget
for their favorite campus. Under the new system, tuition
stipends directly and explicitly fund all undergraduate
education. If a school can attract in-state students, they
receive funding. If a school cannot compete, they lose
taxpayer subsidies.

This shifts the whole financial focus of our colleges and
universities. In the past, too much time and attention was
spent on lobbying the legislature for funding. In the future,
as much, if not more, time will be spent ensuring the
college can attract students. This focus on students will
increase quality and bring more relevance to the academic
and extracurricular offerings of our universities.

PRE-VOUCHER FUNDING STREAM

GENERAL ASSEMBLY & EXECUTIVE BRANCH

GENERAL ASSEMBLY & EXECUTIVE BRANCH

CONTRACTS BETWEEN CCHE & INSTITUTIONS
FOR GRADUATE EDUCATION AND SPECIAL SERVICES

INSTITUTION OF HIGHER EDUCATION

VOUCHER PAID TO INSTITUTIONS ON BEMALF OF
STUDENT FOR UNDERGRADUATE EDUCATION

STUDENTS APPLY FOR VOUCHER &

ENROLL IN INSTITUTION

For more detailed information, please visit: www.state.co.us/cche/reforms/index.html.




Performance Contracts:
INCREASED ACCOUNTABILITY COMBINED WITH DEREGULATION

In conjunction with the tuition stipend program, Colorado has created an alternative to traditional state regulation of higher
education institutions. Colleges and universities now have the choice: remain under the old, high-regulatory program or sign
a performance contract that explicitly spells out how the institution will meet state goals in exchange for the state waiving
much regulatory oversight. Not surprisingly, every public institution in the state opted for the new performance contract.

Performance contracts are negotiated between each institution’s governing board and the Colorado Commission on Higher
Education. The first round of negotiations, conducted in 2004-05, resulted in four-year performance contracts. Requirements of the

performance contracts include:

ACCESS

* Require actual percentage goals in each contract for
increased graduation and retention of students.

» Require the institutions to report to the state how they
are addressing the issue of recruitment, retention and
graduation of underserved students, especially low-
income, minorities and males.

* Require institutions to make most, if not all, general-
education core courses guaranteed for transfer to any
other two- or four-year public college or university in
the state.

QUALITY
* Require that an institution’s core curriculum be reviewed
by a group of academic professionals to determine course
rigor and transferability.
« Require that core curriculum courses which do not meet
state standards of rigor and transferability be denoted as
such in the institution’s course catalog.

* Create a plan for implemehting and utilizing a variable
pay method for faculty.

EFFICIENCY

* Limit base tuition increases to levels necessary only to
cover inflation and increases in mandatory costs (energy,
insurance, salaries).

* Allow tuition increases above mandatory costs only when
specifically justified, itemized, and tied to access, quality
or capital improvement efforts.

REDUCTIONS IN REGULATIONS & INCREASED FLEXIBILITY

In return for the adoption of specified reforms, institutions of
higher education are granted greater flexibility and freedom from
state oversight. Through performance contracts, the Colorado
Commission on Higher Education waives specific statutes and
regulatory policies. In particular, the state agreed to waive its
regulatory role in the approval of academic programs, many of
the requirements of the quality indicator system, and much of the
capital construction approval process.

For more detailed information, please visit: www.state.co.us/cche/reforms/index.htmI.




Plugging Leaks in the K-16 Pipeline

The Colorado Commission on Higher Education is spearheading a multi-year, statewide initiative, known as the “College In
Colorado” campaign, to dramatically increase the number of Colorado students who are prepared for, enroll in, and graduate
from college. College In Colorado engages all the key stakeholders in a child’s education: K-12, parents, higher education,
philanthropy, businesses and workforce development. The objectives are clear: to eliminate college access barriers, particularly
for underserved students (low-income, minority and males); to ensure Colorado students are academically prepared for, go to
and graduate from college; and, to create a better-skilled workforce. Among the major components of College in Colorado:

POLICY INITIATIVES
UNIVERSAL ACT COLLEGE ENTRANCE EXAMINATION

As part of its K-12 state assessment system, all Colorado high school 11th graders are required to take, at state expense, the
ACT college entrance exam. Test results are combined with scores from other state assessments to evaluate schools under the

state’s school accountability law.

LAST CHANCE TO REDUCE REMEDIATION BEFORE COLLEGE

The Colorado Commission on Higher Education uses the results from the universal ACT exam to notify incoming high school
seniors and their parents if the student is likely to need remediation upon entering college. School boards are required to provide
a plan for students who desire to become proficient in basic skills during their senior year of high school. Students can thus avoid
paying tuition for non-credit remedial courses in college, reducing the likelihood that they will drop out of college.

ACCOUNTABILITY FOR COLLEGE PREP PROGRAMS

Colorado is one of the first states in the nation to require by law outcome reporting by federal, state and privately funded
pre-collegiate programs operating in Colorado high schools. College prep programs (such as GEAR UP, TRIO and College
Summit) must report detailed data to the to the Colorado Commission on Higher Education about participation rates, program

costs and student success.

INCREASE ACADEMIC RIGOR IN HIGH SCHOOLS

The Colorado Commission on Higher Education adopted statewide admission requirements for students entering any four-year
public college or university, resulting in high schools revamping their curriculum. The requirements include: four years
of English; three years of mathematics (Algebra I level and higher); three years of natural/physical sciences (each must be lab-
based); three years of social science; and two years of academic electives (including, but not limited to, art, music and drama).

FINANCIAL AID INCENTIVES FOR LOW-INCOME STUDENTS TO PREPARE ACADEMICALLY

The College in Colorado Scholarship simultaneously tackles two of the biggest barriers to college: lack of money and lack of
academic preparation. Through the College in Colorado scholarship, low-income students can earn a scholarship to college
that covers unmet need. Students earn the scholarship by completing a pre-collegiate curriculum, maintaining a minimum

grade point average, and staying out of trouble in high school.

PUBLIC AWARENESS & GRASSROOTS OUTREACH - AR
BRING UNDERSERVED STUDENTS AND PARENTS INTO THE COLLEGE INFORMATION LOO

Through a multi-million dollar public service announcement and grassroots outreach campaign, College In Colorado is reshaping
cultural expectations and individual behavior to increase the number of underserved students preparing for, enrolling in, and
graduating from college. Components of the campaign include targeted PSAs (produced in English and Spanish) for television,
movie theaters, radio and the Internet. Grassroots activities include training teachers and counselors on best practices regarding
college preparation and assisting students with the college application and financial aid process. A statewide network of ambas-
sadors is also responsible for direct community outreach. Visit www.CollegeInColorado.org for more information.

For more detailed information, please visit: www.state.co.us/cche/reforms/index.html.




Document 5:
The National Agenda for Higher Education provided by Dr. Paul Lingenfelter
Publication date of October 20, 2005
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The U.S. is no longer the world leader in
educational participation
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Source: High School Education in China: Challenges and Priorities; Presentation to National Governors Association, July 16, 2005.

By Yang Jin, Deputy Director-General, Department of Basic Education, Ministry of Education, P.R. China.
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Grand Jury’s Deliberations:
¢ We need excellent higher education,
and lots of it.
¢ We only have so much money.
¢ Can't you folks figure this out?
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Grand Jury’s Verdict:
Plaintiff
Defendant
— both indicted!
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¢ Improve data resources

Federal Responsibilities
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additional funds?

education?

¢ What can we do better with the money
we have?
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t Questions about Money
¢ What do we need that justifies




35

314 49d suoneudoiddy jeuoneanpy

Recession

(Constant 2004 dollars adjusted by SHEEO Higher Education Cost Adjustment)

Enroliment Growth and Public Higher Education Appropriations per FTE, U.S., Fiscal 1980-2004
State and local government support, excluding research, agricultural, and medical.
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B Net Tuition

Total Educational Revenues per FTE by Component, U.S., Fiscal 1991-2004
(Constant 2004 dollars adjusted by SHEEO Higher Education Cost Adjustment)
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MiSsouri in the National Context
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Associate degree

Bachelor's degree
15.0%

Some college, no degree
23.0%
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70% with no
Source: U.S. Census Bureau, American Community Survey, 2004

Missouri’s Situation
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Enroliment

Percent Change by State, Fiscal 1991-2004
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Enroliment

MiSsouri In context

Full-Time Equivalent Enroliment in Public Higher Education,

Percent Change by State, Fiscal 2001-2004
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Revenue Growth

Total Educational Revenues per FTE, Percent Change by State, Fiscal 1991-2004
(Constant 2004 dollars adjusted by SHEEO Higher Education Cost Adjustment)
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Total Educational Revenues per FTE,
Percent Change by State, Fiscal 2001-2004
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Revenue/FTE

Total Educational Revenues per FTE by State:
Percent Change and Current Standing Relative to U.S. Average
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MiSsouri in context

Percent Change by State in Enroliment and in Educational Appropriations per FTE,

Fiscal 1991-2004
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Tuition
Net Tuition Revenue per FTE, by State:
Percent Change and Current Standing Relative to the U.S. Average

MisSsouri In context
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MISSOURI COMMUNITY COLLEGES
President and Chancellors Council
Terry L. Barnes, President

Presents to

Representative Carl Bearden, Chair
House Interim Committee on Student Based Funding Reform Models
In Partial Response to Features of HB 742

CORE INDICATORS OF EFFECTIVENESS
October 20, 2005

The Presidents and Chancellors Council of Missouri Community Colleges believes that
additional future state appropriations to the two-year public community colleges could be
accomplished by performance contracting or agreements with the Department of Higher
Education (DHE). Performance indicators used to drive future funding or measure and
reward sector effectiveness should be developed through statewide conversations, and
reflect the unique mission of our institutions.

Accordingly, once funding levels from the General Assembly reach FY 2002 amounts,
the indicators detailed in this document are based upon the following assumptions:

1. Performance funding indicators should be sector- and mission-driven.

2. All data and subsequent analysis used for the measurement of statewide indicators
must be collected and managed under the coordination of DHE.

3. Performance funding indicators should be directly related to student learning and
core outcome measures.

4. After core budgets are met, additional funds should be made available through
performance contracts based on improving access, quality, efficiency, and
addressing state-wide higher education needs.

5. Although the indicators should be common among the community colleges across
the State, each community college must be allowed to set its own “performance
target” within an indicator. Such a strategy will allow for institutional flexibility
and create an environment in which each community college can maximize its
performance without competing against the other colleges for statewide funds.

6. Any changes, revisions or additions to these indicators must be reviewed and
discussed by the presidents and chancellors before adoption by the sector through
the Department of Higher Education.



The proposed performance indicators below are organized according to the role and
scope of Missouri community colleges. While community colleges often use additional
measures to assess their own effectiveness — statewide performance funding indicators
should utilize consistent data among and between each college. The indicators listed
reflect sound public policy, relevant statutory responsibilities, and the philosophical
mission of Missouri community colleges. :

1.

Transfer Preparation

Are comrhunity college students academically prepared for transfer?

Performance Indicator:

Identify the number of students who transfer after completing 12 credit house of
college-level work at their community college (excludes developmental courses)
and determine the percentage with a GPA of 2.0 or higher at their transfer college
one year after transferring. (Within this category, further analysis related to the
subset of students who complete the 45 general education core may be evaluated. )

Career/Technical Preparation

Do community college career/technical education students find employment in,
or a related field?

Performance Indicator:

Identify the percentage of career/technical graduates who fall into one or more of
the following categories within 180 days of graduation, including:

e Employed in a related field;
e Continuing their education; or
¢ Serving in the military.

Academic Performance

Are community college students acquiring the necessary general education
knowledge/skills? '

Performance Indicators:

* Identify the percentage of students who score at or above an institutionally
developed target on the college’s general education assessment.

o Identify the percentage of graduates who successfully pass
licensure/accrediting examinations.



Preparation for College Work

Do community college students who enroll with academic deficiencies in
mathematics, English and/or Reading achieve college-level outcomes?

Performance Indicators:

e Determine the percentage of developmental students from an entering
cohort who complete a degree/certificate, or complete the 45-hour general
education core with a total GPA of 2.0 or higher, or successfully transfer

within a five-year period.

e Determine the percentage of development students who after completing
the last developmental course in a subject area, then complete the first
college-level course in that subject area with a “C” or better.

Workforce Development

Are area employees and employers satisfied that community college
workforce training programs are improving the skills/knowledge of the area’s

workforce?

Performance Indicator:

If selected and appropriate, this indicator needs to be develbped in
collaboration with community colleges, employers, and DHE.

Access and Affordability

Does the community college provide appropriate educational access and
opportunities to residents of its service area?

Performance Indicator:

If selected and appropriate, this indicator needs to be developed in
collaboration with the community colleges and DHE.
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Missouri Independent
Colleges and Universities
November 4, 2005

Pat Taylor, President
Southwest Baptist University

Rose Windmiiller, Director of State Relations
& Local Governmental Affairs
Washington University St. Louis

Our Students

* Independent Colleges and
Universities enrolled
116,206 students, or 47.5%,
of all students attending
baccalaureate and higher
degree granting institutions
in Missouri in 2004.

Source: Missouri Department of Higher Education 2004-2005 Statistical Summary
Tables 49 & 50 (Total Headcount)

| }2004 Total Headcount Enroliment in Missouri
Independent Colleges and Universities

Graduate Undergraduate
70%

Source: Missouri Department of Higher Education 2004-2005 Statistcal Summary, Table 30




Independent Benefits

+ Education at an independent
_ institution provides a choice
that often best serves a
diverse student’s interests
and needs

Student-to-Faculty Ratios are Lower at
Independent Colleges and Universities

independent 4-year Public 4-year
4year: US. 2 ? for Educak

Source for Higher
A Syclom (IPEDS),

“Fall Staff surveys. Insiruction and research assistanis are exciuded.
Source for Public & year: Missouri y jon 2004 e  Table 87

First-Generation Students Succeed at
Independent Colleges and Universities

e 0% 61%
1
.3 60%
% 50% 4%
& d
E§ 40%]
23 0%
2
£ 20%
H
S 0%
R
0%

Independent 4-year Public 4-year

Source: U.S. Deparbment of Education, Naional Center for Education Statistcs, 1985-96 Beginning
Postsecondary Students Longitudinal Study, Second Folow-up (BPS:96/01); Analysis by the National

fat pendent Colleges and Universit ies. Note: First-generation student is defined as one whose
parents’ highest education levet is a high school diploma or less.




Independent Colleges & Universities
Educate Students from Diverse Backgrounds

$3%

@ independent
4-year

B Public 4-year

J
20,000 30,000

10,000

‘Source: Missouri Department of Higher Education 20042005 Statistical Summary
Tables 55 856 (Total Headcount)

Ethnic Composite at Independent Institutions
Compared to Missouri's General Population

Minorities 23%
¢ 13%

African 4%

American 8%
5%
Hispanic NA
B Inde t4-
3 pendent4-year
2:; O Missouri Demographics
American indian <1% ’ T T

ICUM Source: Missouri Department of Higher Education 2004-2005 Statistical Summary, Table 56
MO Demographic Source: National Center for Education Stalistics, State Profiles Demographics




Independent Colleges & Universities

Source: U.S. Education, N for n Statistics, NPSAS: 1999-2000.
Analysis by the National Association of Independent Coleges and Universities.

Educate Students from All Family Incomes

Residents B
80,000 4
60,000 4 € 48% of Out-of-State
8700
40,000 o
Residents
20,000 42728
0% MO
°

Independent [0 in-State ® Out-of-State Public

‘Source: Missouri Department of Higher Education 2004-2005 Statistical Summary, Tables 77 & 78

Affordability




Independent Institution
Funding Sources
FY 2004 Total Financial Ald Awarded to Students at

Private Institutions $71,786,089
$19,097,710 8%

$521,389,617
54%

$342,872,520
36%

® Federal Funds O Institutional Funds 8 Missouri Sources B Other Source;l

* Other Sources: Scholarship. Felowsho. Grants.

Source: Missouri Department of Higher Education 2004-2005 Statistical Summary, Table 17

Missouri Grants and
Scholarship Programs

2004-2005 Payments to Students at Independent Institutions.

B Bright Flight M Gallagher M Ross Barnett & MO College Guarantee

Source: Missouri Department of Higher Education 2004-2005 Stafistical Summary, Table 27

Success Measures




i 2004 Degrees Conferred by Missouﬁ
Independent Colleges and Universities

Graduate [
First &
Professional |
Undergrad
0% 20% 40% 60% 80%
0 % of Enrolied ® % of Degrees C ]

Source: Missouri Department of Higher Education 2004-2005 Stafistcal Summary, Tables 29 & 30 (FTE)

16

Success Factors

The current mix of state,
federal, and institutional
financial aid offers low-
income students a striking
first step up the
socioeconomic ladder

Source: The Minnesota Privale College Research Foundation, Financing Higher Educalion Today, May 2005
17

Success Measures

Students at independent colleges and
universities come from differing family
financial situations, but complete their
- degrees in the same amount of time,
on average, and after graduation
report nearly identical rates of:

— Employment

— Job satisfaction

— Graduate/professional school enroliment
- Living independently from their parents

Source: The Minnesoa Private College Research Foundation, Financing Higher Education Today, May 2005




QUESTIONS?

Missouri Independent
Colleges and Universities
November 4, 2005

Pat Taylor, President
Southwest Baptist University

Rose Windmiller, Director of State Relations
& Local Governmental Affairs
Washington University St. Louis
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Presentation to the Interim Committee on Student-Based Higher Education Funding
Reform Models

Good Morning. Originally passed as part of The Outstanding Schools Act of 1993, the
primary goal of the A+ Schools Program is to promote 9-12 school improvement,
assuring that all students graduating from Missouri high schools are well prepared to
pursue advanced education and/or higﬁ wage jobs. During the first years of the
program, high schools were provided grants to assist them in reducing the drop-out
rate, raising academic standards and expectations, eliminating “general-track”
courses and developing collaborative relationships with post-secondary institutions
and businesses within the community.

Beginning in fiscal year 2002, funds appropriated for the A+ program have been
used spécifically for the financial incentive program as the number of designated
high schools and eligible students continues to grow. At the beginning of the current
school year, there are 219 designated high schools with five schools seeking
designation during the 2005-06 school year. There are currently more than 38,000
students eligible to use the financial incentive. During FY05, 9,358 accessed the
financial incentive.

I've been asked to speak with you specifically about the processes used to make
payments to eligible post-secondary institutions on behalf of students who have

successfully met the A+ program requirements at the secondary level.

In order for a student to be eligible for the A+ financial incentive, they must have:
attended an A+ designated high school for three (3) consecutive years prior to
graduation; graduated from high school with an overall grade point average of 2.5
points or higher on a 4.0 scale; have attained a 95% attendance record overall for
grades 9-12; performed 50 hours of unpaid tutoring and/or mentoring; maintained a
record of good citizenship and avoided the use of drugs and/or alcohol. Additionally,
the student must have made a good faith effort to secure all federal postsecondary

student financial assistance funds which do not require repayment. As with other



state-supported scholarships, programs for financial assistance for post-secondary
education or loans insured by state agency, A+ students are not eligible for the
financial incentive if they have not registered under the United States Military
Selective Service Act.

Once a student has successfully completed those specific program requirements and
met the requirements necessary for graduating from a designated A+ high school,
they are eligible to receive the financial incentive. Atthe end of the academic year,
designated A+ high schools submit student information to the Department of
Elementary and Secondary Education via diskette for addition to the eligible student
data base. Students graduating at semester may be added to the data base by
providing the same information required for spring graduates on district letterhead.
Information submitted by designated A+ high schools includes: student last name,
student first and middle names, student social security number, whether the student
has had accommodations based on ADA, student plans to utilize the financial
incentive and whether or not the student has completed the FAFSA (Free Application
for Federal Student Aid).

In order for the post-secondary institutions to receive the financial incentive on behalf
of eligible students, they complete a two-part process. A budget is submitted to the
Department of Elementary and Secondary Education by each eligible post-secondary
institution (either public community college or career-technical school). | am
providing each of you with a copy of the budget and final cover page. The most
critical components of these two documents are the columns headed: credit/clock
hour, tuition, fees (these must be general not program specific fees), PELL/SEOG,
Restricted Scholarship and Balance. A post-secondary institution can submit all A+
students, including those that are PELL pending during the budget process.

However, by the time the final payment is to be submitted all remaining financial aid
| issues should be resolved or the student will be removed from the payment request
by the post-secondary institution. Before the Department of Elementary and

Secondary Education makes an A+ financial incentive payment to a community



college or career-technical school , a student’s PELL and restricted scholarships must

be applied to the tuition and fees.

Post-secondary students are eligible to receive the financial incentive for a period of
4 years after graduation from high school. However, in order to remain eligible, the
student must be enrolled full-time and maintain an overall GPA of 2.5 on a 4.0 scale.
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Attachment 2

Total
Number Enroliment
Number of | Number of A+ Number Number Enrolled in Status
Year of High | A+ Eligible | Eligible High | Enrolled in 2- | Enrolled in 4-| Missouri Unknown
School High School year Public | year Public Public Following
Graduation Schools Graduates Institutions Institutions |Institutions| Graduation
1997 26 433 291 41 332 101
1998 54 1,421 797 199 996 425
1999 85 2,910 1,692 413 2,105 805
2000 122 4,607 2,577 770 3,347 1,260
2001 138 6,141 3,271 1,263 4,534 1,607
2002 172 7,967 3,978 1,705 5,683 2,284
2003 199 9,447 4,485 1,965 6,450 2,997
2004 214 10,052 4,746 2,420 7,166 2,886
Total 42,978 21,837 8,776 30,613 12,365
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Hearings on Student
Financial Aid

Southwest Baptist University
November 4, 2005

A+ Schools Program

= “One of the most important education
imperative facing the state of Missouri is to
reach out to youngsters who are not headed
to college and keep them from dropping out
of high school....The A+ School Program is
-designed to accomplish that imperative.”

= (Excerpts from a speech on World Class Schools for Missouri by Gov.
Mel Carnahan, May 1992)

Evaluation of Missouri's A+
Schools’ Program

= Study by Mueser, Lee, and Podgursky at
University of Missouri-Columbia

= Findings:
— Increase in enroliment at 2-year public colleges

— Decrease in enroliment at 4-year public post-
secondary institutions as a resulit of this
program

Evaluation of Missouri’'s A+
Schools’ Program

= Findings (con’t)
— Behavioral changes in two types of students
* Those who would not have gone to college at all

= Those who would have gone to other types of post-
secondary institutions

2005 Total Enrollment
at SBU
= Bolivar Campus—1514 undergraduates
= Satellite Campuses—935 undergraduates
= Dual Credit—252 high school students
= Graduate Programs—739 graduate students

= Total Headcount—3440

Undergraduate Enroliment at SBU
Bolivar Campus

= 1999 1609 students
= 2005 1514 students




Students from Missouri

= 1999  73% (1175)
= 2005 69% (1047)

Students from Out of State
= 1999 27% (434)
*2005 31% (467)

Students from Polk County

Year Enroliment
= 1999 336
= 2000 334
= 2001 345
= 2002 280
= 2003 294
= 2004 285
= 2005 174

Polk County Freshmen

= 2003 29 at SBU; 76 at OTC
= 2004 11 at SBU; 90 at OTC

* 2004 Only 51 at all other public 4-
year institutions

Cost of Attendance at SBU
2005

= Tuition--$12,450

= Set Costs--$17,200
= Total Cost of Attendance--$20,300

Average Indebtedness
of SBU Graduates

= Class of 2004-2005--$11,159

= A+ Schools’ Program is intended to
encourage students not headed to college to
attend college.

= A significant number of students from lower
income families often don't plan to attend
college.

= Polk County consists of many low income
families.




lllinois

= The number of Polk County students = Number of students recruited from lllinois
attending SBU has steadily declined since -1999 83
the A+ Schools’ Program was implemented. |° —2000 80
= The number of Polk County students -2001 73
attending OTC has increased since the A+ —-2002 71
Schools’ Program was implemented. . .—2003 56
—-2004 67
—-2005 58

Conclusion

= Current method of A+ funding is unfair to

4-year institutions.

= Current method of A+ funding is unfair to
Missouri students who desire to attend a
4-year institution during their first two years of
college.

= Recommendation: Allow A+ funding to follow
the student to any accredited (2-year or 4-
year, public or private) Missouri institution.
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