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Higher Education Funding

How Does SC Compare to Oth
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Share of the State Budget

- National Association of State Budget Officers (NASBO)

Expenditure Data haseen used to suggest SC s in top 5 states
as a percentage of budget spent on higher education.

PROBLEMDS

Using NASBO data is like comparing your income toy
YVYSAIKOZNRRazZ 2yte ez2dz N

gross pay minus taxes, insurance, mortgage, and utiliti

NASBO observes that idata can be misleading for statéo-
state comparisons due to variances in how states classify
expenditures

Exampled SC adds in nearly everything (including norstate
items as federal research and tuition and fees) while others list
only direct state support
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State Higher Education Funding:
An Applego-Apples Comparison

- SHEEO State Higher Education Finance Survey
Annual Survey for Stateo-State Comparable
Financial Data

. Educational Appropriations d measure state and |
support for public higher education inclusive of st
student financial aid and ARRA Stabilization funds
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/Educational Appropriations per FTE FY 2009
(without state-supported scholarships/grants)

SC (red) falls 37% below National Average (green)
516000 SC ranks 48 and 18" out of the 16 SREB States (dark blug)
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/Educational Appropriations per FTE FY 2009
(with state-supported scholarships/grants)
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Net Tuition Revenue per FTE FY 2009

SC (red) ranks 12 nationally and
4t out of the 6 SREB States (dark blue
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Source: SHEEO State Higher Education Finance Survey, FY2009. Net tuition revenue here is inclugpee of po
FTE used for capital debt service.
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Total Educational Revenue Per FTE FY2009
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SC (red) ranks 38 nationally and 14" out of the 16 SREB States (dark blue
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Source: SHEEO State Higher Education Finance Survey, FY2009. Total Educational Revenue per FTE reptagpraprinémsrant] a
tuition excluding net tuition revenue for capital debt service. Information on capital expendédoiecarat vasgestitataie ndhavzortion of
tuition and fee revenue for debt service is removed for a better comparison of support for egwecatenal and general operating




Total Educational Revenue Per FTE
5 Year Percent Changé FY2004 to FY2009

SC (red) is one of 9 states in which total educational revenueslucational
appropriations and tuition revenues)decreasedover the past 5 years.
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Utah
Pennsylvania

Oklahoma
Hawaii
Alaska

Arizona
Louisiana
New Hampshire
Wyoming
West Virginia
North Dakota
Texas
Colorado
Maine
Montana
Virginia
Arkansas
Nebraska
Kentucky
Vermont
Tennessee
lllinois
lowa
Delaware
New York
Washington
Idaho
Georgia
Minnesota
Michigan
California
Wisconsin
Mississippi
Connecticut
North Carolina
Rhode Island
Ohio
Florida
Missouri
Maryland
Kansas
Indiana
South Carolina
Nevada
Alabama
Massachusetts
Oregon
New Mexico
New Jersey
South Dakota

Note: Dollars adjusted by 2009 HECA, Cost of Living Adjustment, and Enrollment Mix.

Source: SHEEO State Higher Education Finance Survey, FY2009. Total Educational Revenue per FTE reptagprapriné@srant] eé
tuition excluding net tuition revenue for capital debt service. Information on capital expendédoiecarstvasgestitataite ndhavzortion of
K tuition and fee revenue for debt service is removed for a better comparison of support for egwecatenal and general operating/




“ SC Public Colleges & Universities A
State General Fund Appropriations

781
; %00 : $758 *EY11 = $421 miIIion\
S $700
$600 I S *FY08 =$758 million

Drop = ($337million)

*Preliminary estimate based on FY 11
Appropriations Act including sustained
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\ Fulime Equivalent (FTE) increassé 86%
160000 .| @t Public Colleges and Universities from Fall 1985 to Fall 2009 158,330
Enrollment Continues to /
Climb: Since 1985, added|40.000
equivalent of 4 universities| /
. 0 ' "
the size of USC with 50%

T prd —
reduction in state support |10
adjusted for inflation. -/
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Capital Funding-

. Higher education has received almost nothing for cap

. Capital i1s a normal operatin@ nostan exceptional or

- Investing as soon as possible in urgently needed capi

Critical need for a Bond Bill iIn SC

2000.

unusual one.

Good comparative state data on higher education funt
Include capital, and when it is, we fall much further bef

than where we are now.

paying the bonds off in a rising economy. A good de

|

the prospect of getting interest rates at an historicallg
|
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Two Comparisons :

Select State Review of State Support for Capital (Avg over 10 years)

State

Capital Support per FTE
Average over 10 Yrs
1997-2006

Difference
Compared to SC

Additional Dollars Needed
for SC to Keep Up
Considering Capital Alone

NC $2,219 + $1,930 + $306 million
GA $836 + $547 + $86 million
KY $728 + $439 + $70 million
SC $289 $0

—

. SHEEO DATANet tuition revenue includes portion of Tuitic

and Fees collected for debt service.
. SC0O S net
10.3% of the net tuition revenue per FTE.

- SC ranks @ nationally and 39 among the 16 SREB states
the percentage of the portion of net tuition revenue per
FTE for debt service. The US average i%.38

turtir on 1T ncl ude:
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InstructionatsAdministrative

. Problem with IPEDS

Growth in Research, Training;rsnhg,
health care

Volume enrollments sharply up

Shift in what is meant by instruction/
administrative

. Facts about what campuses have done (e.g
consistently cut administrative before instru

A few comments on leadership

4
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: Change in State Educational & General Operatin
Support for SCoO0s 33
as a Percent of State Budget, FYO1 to FY11
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System Organization and
Governance

AVariety of Models
SQrgGoverning Board States
What Does It Mean In the Real




Variety of State Models

Governance

Governing

Coordinating
Comprehensive (all levels)

Examples of state models

- California, North Carolina, Georgia,
New York, Texas, lllinois, Ghio
Florida (moved to coordinating)
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Why States Have Governing Boards

. Main Issue Is avoiding unnecessary
duplication in expensive programs

- Planning for comparative missions

- Others consolidated systems, statewid
purchasing, etc.
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SC vs Governing Board States on Expensive Progrags

N\

No accepted measure of oun
graduate/professional programs

Most would agree that governing board states have done

- Florida expanding rapidly; consistent with urban areas/population

- Oregon has a problem; research universities are distant from the (¢
urban center

Some coordinating board states have been less successfl

accommodate urban areas
- Ohio and Missouri are examples

Some coordinating board states have done very well
- Illinois (only one major urban area)
- South Carolina

\
(
)

- Kentuck
> 4




. SC Existing Statutory Provision on Mission

- Perhaps in law as effective as a governing boarc

™~

Act 359 of 1996 established the Mission & Goals for Higher Education in
South Carolina (59-103-15) and charged CHE with approving institutiong

missions within the framework (59-103-45(6))

- Stipulated that in achieving the mission of higher education, one goal to be

achieved Iis 0 clearly defined missi

- Identified primary mission of four sectors of higher education, including
provisions regarding degree levels (e.g.;y&ar institutions could not have

doctoral programs beyond those currently in place at passage) . Sectors include:

Research Institutions, FouYear Colleges and Universities, Twear Institutions
d Branches of USC, State Technical and Comprehensive Education System

59-10345(6) directed CHEt® r evi ew and approve

mission statement to ensure that it is within the overall mission of that

particular type of institution as stipulated by 59-103-15 and is within the

overall mi ssion of the State. 6

3
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More on Unnecessary Duplication

Real issue Is need {oaséfit)

. Acute local connection to need at lower levels, espe
at technical level

Many dimensions of need at more expensive up
levels, graduate and professional

Some doctoral programs produce graduates for local as well as n
market: e.g. psychology

In many doctoral areas, SC can meet needs from national market
small local participation

A key issue for the future: many fine scholars/researchers at
comprehensitiebow to draw them into state effort? Technology she
allow new kinds of collaboration with high quality and low cost.

4
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Real issue in having more locations (campuses
branches, centers) Is cost/credit hour and acce

. Cost credit/hour for mathematics and English liks
no different at Technical College branch location
at main campus and varies little from one
comprehensive to another

. Access: need to consider lost students because
canot afford to dri ve
etc)

Example of chain opening newdstasen 6t c ou n
cost, as we do with higher education, count the profits

4
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A Planning Example

- Many strategies employed nationally in planning
- NCO0Os Focused Growth

. Grow where can get best economies of scale,
e.g., best cost/ credit hour or cost/degree

- For a university, scale means ~6,000 students
(NC and Ohio independently arrived at this number)

SC No Implementation Authority for this kind of acti

4
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What Does It Mean In the Real World?

<

No real differences in program duplication,
depending on the state

- IL, TX, and SC are coordinating boards that have ma
duplication issue very well

- FL, NY, MD are governing boards that have not
Governing Boards duplicate staff

Governing Boards dono

expenditures

- NC, GA donot have consil s

- UC and library systems

D

- Cal State and satellite
4




Bottom Line

Need to get efficiency without Soviet burea

- SC most of the way there (programs), pr
needs to go further in planning

- System behavior vs. system organization
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Tuition
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Cost Driver #1 in Higher Education:
Free Enterprise System

. Faculty amazingly flexible; accept somewhe

pay because they like the work, but not end

Cost Driver #2 for Public Higher
Education: Decline Iin State Support

Cost Driver #3. Teaching Loads

- SC does not have low loads; we are on the

end nationally

;

4
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Tuition In Governing Boards

Generally governing board states have been more succes
managing the tradebetween state support and tuition

Comparisons in coordinating board states difficult given
differences

Some governing board states, like GA, have focused heav
scholarships; others, like NC, have not

Keep students in the state

k hard to

2) Encourage students f0 study
uman dimension

fthi to wor
college graduation within | have

eh
3) Encourage forget i

Four years




Summary on Tuition

1) Cost drivers not going to change until the
market for educated people changes
- Not reasonable to used®@Xample: MicroseiMcDonalds
- HEPI also an average

Market conditions and quality

Exampl e: MUSCOs mar ket
any meaningful way
Biomedical researcher either at the leading edge or
on competitiveness
Someone you can get for a reasonable salary but
canot compete for grant

Also other fields
/




2) Cost savings as an offset

. Colleges and universities doing much already
Upstate, Citadel and National Guard
Coastal and HofBgorgetown
Clemson and-Bounty- Bridge program also many othe
Tech System and ERP Consortia
Charleston institutions and purchasing
Joint College of Pharmadyuly cutting edge

. Other actions In process
Shared online program for @&dD#greeSC
ERP discussions




. Actions to pursue

Regulatory reform bill
Statewide computing resource
More shared online courses

. Course Redesign

Problem of finding startup monies at financially
challenged institutions

. Limits on technology

- Maybe declare someldaséd areas ascphege
and use technolagieach; change degree to 3 years

A longterm strategy

4




- More work on retentidshift from cost/credit hour to
cost/degree or certificate

But college not the best place to drive change in attitu

beliefs
Also expensive
- Transfer
Continuation of SCTRAG C0s el ectr oni

articulation ceratrd) expansion of articulation of course

- Course Alighment

Continuation of SC Course Alignment Project to align
school exit with college entrance

- Statewide fiber optic network for all institutions

- Support and expand PASCAL statewide virtual library a
similar efforts

!

4
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3) Overall Reality on Cost Savings
- Wi || hel p, but wonot full

4) Ultimate policy on tuition?
Some ideas discussed nationally
- Recognize institutional differences
Market effects here as well

- Consider giving some greater flexibility with lower state
support

- Others less flexibility with more support

5) Crucial importance of a bond bill soon
- Facilities normal part of doing business, not exotic
- SC one of highest in nation in share of tuition going to f

4
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Outof-State Students




Outof-State Students

CHE data show conclusively that the tuition paid £
of state students more than covers the costs of the
education

The fact Is that the presence-ofsiate students
substantially lowers tuition for South Carolina resi

" CHEOs data are statewil d
provide detailed information.

Outof-state students also contribute significantly |
than their state peers to their higher education
facilities

4
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Statewide Cost Data®d A MacrolLevel Estimate

'Do Outof-State Students
Cover 100% of the Cost? YES!

Considering Public Research and 4-Year Institutions:

In-State Out-of-State
Estimated Tuition & Fees Revenue $632.8M $325.7M
State Appropriations for Operations 478.6M 0
Total Operational Support $1,111.4M $325.7M
# Full-time Equivalent (FTE) Students 73,897 16,584
Average support per Student $15,039 $19,642
Difference (Out-of-State minus In-State Support)
Additional Support per Out-of-State Student = $4,602
Total Additional Support from Out-of-State
(Difference x Out-of-State FTE) ~ >$70 M

M = millions

K*Estimate at the state level. Institutions can provigeecdtituireakidown. /
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Growth vs Change in State Support

Public Higher Education Institutions
Appropriations and Enrollment for Fee Purposes

Annual Percent Change, Falb01- 2009
25%

0% -8-In-State Fall Enrollmen

~+—0Qut-of-State Fall Enrollmen A

1@/0 - . .
-8 Appropriations (Base / \
10%

5%

Percent

06 FKFaIIOZ juy Fallo4  Fall 05 FaIIOG\FaIIQA\ Fallos  Fall 09

J_

-10% N— \

15%

:20% \ /
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Two Distinct Issues

. Revenue Alternative
Nati onal |l ssue = oUni

- Quality Enhancement
Raise quality of institution
Benefit to tatate students
Problem for istate students
Also national issue

Institutional strategies are difi@hMoit covered
here; Institutions can explain best
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Concluding Thoughts . . .
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1) Avoid push for more central control

Solves a problem that
Punishing institutions that are working hard on
probl ems doesnot make

Creates more bureaucracy

Note on data gathering: CHE will effectively be fc
to make this a hiring priority by federal mandate

Busi ness doesnot nde a s u I
only what matters

)




4 N
2) Consider some new strategies in mission
planning, build consensus around some key
ISsues

Growth strategy that recognizes and supports
differentiated missions

Tuition policy that recognizes institutional
differences and markets and provides financial
Incentives for lower tuition institutions

Out-of-state student issue considered in light
of both contexts

Cost/ Benefit

Value of National Universities
A\ 4
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3) Key | ssue 1 s Chang
Creating More Individual Responsibility
A couple of quotes from business:

OHi gh School ' S no | onge

OHIi gh School Graduat es ¢
| abor mar ket o

Canot | mprove school s
cilti zenos attitudes

Citizens have to understand the world has
changed and that Education is both essential
and achievable

CHE working on this with many partners




South Carolina

Continuous
Improvement in
Efficiency

>

Wh e n

Sout h
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State Suppd

Natlonal Leader
Public Awarenes
and Responsib
< Competitive

Wedre Uni fil ed

We Can Transform
Caroli nads

Ec

and
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Reference Slides

Additional Information on SC Higher |




Higher Education Organization in SC

Public Higher Education Independent Colleges & Universities

SC Commission on Higher Education in South Carolina

14 member Commission responsible for 27 headquartered in SC including
coordinating public higher education with dual '

roles of advocacy & accountability 23 Senior InStlt_u“(_)nS
2 TweYear Institutions

33 Public Colleges & Universities =~ 2 Professional Schools
........................................... (Law and Chiropractic)

24 other degreeyranting institutions
i 10 FouYear Teaching Universities licensed by CHE to operate in SC

State Board for Technical & Links to each are accessible

Comprehensive Education at www.che.sc.gov

™~

>




e

™~

General Locations of Public and Independent
SC Institutions




: Headcount Enrollment by Type Institution

Fall 1999 and Fall 20050 Fall 2009

240,421 Total Fall 2009 Headcount (29.6% increase over 10 yrs)
200, 204 or 83% in Public (30.4% increase over 10 yrs)
40,217 or 17% in Independent (2.5% increase over 10 yrs)

—4&—Public Researct —l—Public4-Yr Comprehensive —&— Public 2Yr USC Regione
—¥—Public Technical College —¥—Independent Senior —®—Independent 2Yr
100,000
80,000 /
*% Y
60,000 X
| — —g — —— —8
.
40,000 % -— ™ + —K
x
20,000
i L A
0 s — =3 o O o

Fall1999 Fall2005 Fall 2006 Fall 2007 Fall 2008 Fall2009




TUITION AND REQUIRED
FEESfor the most recent
year (FY 201611)
compared to last year (FY
2009-10), the increase In
average instate tuition and
required fees was 7.3% for
four-year public institutions
and 5.3% for twoeyear
public institutions. For out
of state students, the
iIncrease for fouryear public
institutions was 6.9% and
4.5% for twayear public
institutions.

In-State Undergraduate Tuition and Required Fees

»
°
S s12
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>
S /
£ %10 //
$8
" .—/'//'/’—/—.
$4
A——————— &
$2
$0
2006-07 2007-08 2008-09 2009-10 2010-11
—&— Research (excl MUSC) $8,604 $9,108 $9,723 $10,117 $10,847
Four-Year Colleges & Univ. $7,197 $7,642 $8,338 $8,725 $9,366
—8—Two-Year USC Campuses $4,652 $4,868 $5,264 $5,528 $5,888
—A—Technical Colleges $2,956 $3,045 $3,162 $3,297 $3,457

Out-of-State Undergraduate Tuition and Required Fees

%) $30
2
[
o $25 —
3 /
ey
F o s20 =
$1s ./._/_.—/’./.
$10
. s &4
$5
$-
2006-07 2007-08 2008-09 2009-10 2010-11
—o— Research (excl MUSC) $20,030 $21,716 $23,269 $24,560 $26,391
Four-Year Colleges & Univ. * $14,940 $16,005 $17,257 $18,154 $19,374
—®—Two-Year USC Campuses $11,228 $11,780 $12,680 $13,304 $14,144
—&—Technical Colleges $5,895 $6,113 $6,370 $6,700 $6,944




-

Mission of Public Higher Education
Act 359 of 1996 (Enacted July 1996)

Established the Mission & Goals for Higher Education in
South Carolina

Identified four sectors of public higher education I

- Research Institutions

- Four -Year Colleges and Universities

- Two -Year Institutions 1 Branches of USC

- State Technical and Comprehensive Education System

Directed CHEto Arevi ew and approve
mission statement to ensure that it is within the overall
mission of that particular type of institution as stipulated

by 59-103-15 and is within the overall mission of the

St ate. o

™
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Mission for Higher Education§59-103-15(A)

to be a global leader in providing a coordinated,
comprehensive system of excellence in education by
providing instruction, research, and life -long learning
opportunities which are focused on economic development
and benefit the State of South Carolina.

Goals to be achieved through this mission

V high academic quality

V affordable and accessible education

V instructional excellence

V coordination and cooperation with public education

V cooperation among General Assembly, CHE, Council of Presidents of
State Institutions, institutions of higher learning, and the business
community

V economic growth

V clearly defined missions

™




Primary Mission By Sector, 59-103 -15(B)

nThe General Assembl/ y has
primary mission or focus for each type of institution of
higher learning or other post-secondary school in this
State /s as foll ows




Research Institutions

U college-l ev el baccal aureate ed
professional, and doctor of philosophy degrees
which lead to continued education or
employment

U research through the use of government,
corporate, nonprofit-organization grants, or state
resources or both

U public service to the State and local community

Clemson University A Uni ver si tf
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