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PRELIMINARY EVAWATION OF CURRENT AND ALTERNATIVE FUNDING POLICIES

Introduction

During the last several months the Funding Task Force has reviewed

fiscal projections of current and alternative funding policies for post-

secondary education. These alternatives were identified and developed

in response to the assumption that current finance policies may not

serve Minnesota well as conditions facing post-secondary education change.

This document contains six parts. Part 1 includes a summarized

evaluation of each alternative policy and conclusions about the funding

policies. The alternative policies were evaluated on the basis of five

criteria. The criteria include:

1. Providing incentives for innovative resources management.
The funding method should encourage governing boards to
anticipate changing needs for education and training, and
to develop procedures for the re-allocation of resources
based on priorities.

2. Provide resources in an equitable manner. The funding
method should provide funds to systems in an equitable
manner.

3. Recognize differing cost patterns. The funding method
should recognize that costs differ based on factors such
as size, mission and program mix and that all costs are
variable in the long run but some costs are fixed in the
short run.

4. Encourage quality. Funding policies should contain explicit
incentives for providing high quality services as demonstrated
by clearly identifiable measures of performance.

5. Encourage increased productivity. Funding policies should
include incentives for increasing productivity through the
adoption of new educational technology.

The score for each criterion ranged from 0 to 3. Two criteria, incen-

tives for innovative management and recognition of differing cost patterns,

were judged to be more important than the other criteria. The evaluation

score for each alternative on these two were doubled to reflect their

greater importance •.



- 2 -

Part 2 inc~udes an evaluation of current funding policies for each

public system and a brief description of these policies. Parts 3 through

6 contain descriptions and evaluations of the fo~lowing a~ternative poli

cies: Average Cost Funding, Program Funding, Fixed and Variable Cost

Funding and Core Funding. Following the evaluation of each policy are

tab~es showing projected consequences of the policy. For the alternatives

to current policies, the tables reflect two different options for tuition

policies.

Conclusions

The conclusions presented below are organized along the lines of the

criteria used to eva~uate each funding alternative. They are intended to

hig~ight ~) aspects of current policies which both satisfy and fail to

satisfy the criteria, and 2) those funding alternatives which best satisfy

each criteria.

FundiA.9 of AVTIs ~ State Universities

Current funding policies for the AVTIs and the State Universities

provide fewer incentives for innovative resource management than funding

policies for the other public systems. Program funding for the AVTIs fails

to provide incentives for resource management because it is based on prior

expenditures rather than enrollments. Moreover, allocation procedures for

instructional resources are specified in statute, which undermines the

management discretion of the governing board.

Since 1978, the State University Board has received separate funding

for Southwest State University. The Board also has received special funding

for Metro State University. In 1982, additional legislative support was

obtained for Bemidji State University. As a result of these funding deci

sions, the State University Board has not had to re-allocate internally to

support these institutions.
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FundiIl9 of Community Colleges and th~ Universi1:Y of Minnesota

In comparison, funding policies for the State Board for Community

Colleges and the University of Minnesota have made allocation decisions

to support small and high cost institutions out of existing resources.

In response to limited resources, the Community College Board has re

organized and consolidated five small institutions serving northeastern

Minnesota. At the University of Minnesota, this has resulted in the

development of an extensive internal planning process to guide budget

planning.

Innovativ~ Resource Management

Of the alternative funding policies, average cost funding best sat

isfies the resource management criteria. Average cost funding directly

relates state appropriations to enrollments. By limiting resources in

this manner, average' cost funding provides a strong incentive for governing

boards to develop procedures for the re-allocation of resources based on

priorities within their respective systems.

Equity

Each alternative to current funding policies can attain favorable levels

of equity, if there are adjustments for inequalities in the current bulge

policy (described below), tuition policy, and recent reductions for post

secondary education. Current funding policies for post-secondary education

were developed in a period of enrollment growth and growing state revenue.

As a result, it was possible to provide additional resources to post-secondary

education as problems arose. This resulted in the development of a variety

of funding policies which are not uniformly applied to all systems. Condi

tions have changed. State revenue is no longer growing as fast as projected

expenditures. Enrollments are projected to decline, in the aggregate in

post-secondary education by 20 to 24 percent by the mid-l990s. Problems
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which occurred on a isolated basis in the past will become more widespread

in the future. It will no longer be possible to address these problems on

an individual basis. Comprehensive and equitable policies will have to be

developed for all systems and. institutions.

As enrollments decline, so will tuition revenue. Regardless of the

funding policies adopted by Legislature and the Governor, it will be

necessary to develop a comprehensive and equitable tuition policy. There

will be pressure to raise tuition in order to offset revenue losses from

declining enrollments. During the last three years, tuition was raised in

response to mandated budget reductions. This pressure also will continue.

Equity considerations further suggest that systems should receive 'similar

levels of state subsidy for instructional programs.

Recognition of Cost Patterns

In 1977, the Legislature adopted the "bulge funding" policy for the

collegiate systems of post-secondary education. This policy recognized

the temporary enrollment growth facing collegiate institutions which would

be followed by more than a decade of declining enrollments. Under this

policy, collegiate systems were required to fund enrollment growth above

1977 levels out of additional tuition revenue. No permanent state funding

has been provided. The bulge policy correctly recognizes that the marginal

costs associated with temporary enrollment gorwth are less than average

costs. Unfortunately, the bulge policy has been undermined by funding

reductions during the last three years. Further reductions in base funding

for the collegiate systems could erode the quality and diversity of educa

tional programs and services. It would be prudent to maintain the intent

of the bulge policy until enrollments decline below the 1977 base. At that

point alternative funding policies could be implemented.
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When enro~ents were growing, state support was provided in relation

to the number of students served. As enrollments drop below the 1977 base,

funding for the collegiate systems presumably could be withdrawn in a similar

manner. This method of enrollment-related funding does not recognize that

some costs are fixed and do not decline as enrollments decrease. On the

other hand, funding for the AVTIs is essentially fixed at current levels.

This policy does not recognize that many costs are variable and do decline

as enrollments drop. Neither of these policies recognizes that some costs

are variable and some are fixed in the short-run.

Of the alternative funding policies, two, fixed and variable funding

and core program funding, best recognize cost patterns. During periods of

declining enrollments, fixed and variable funding prevents severe loss of

funds by distinguishing between costs that vary with enrollment and costs

that do not. Core program funding ensures that small institutions will be

provided with sufficient resources to offer a program consistent with their

stated mission, regardless of enrollment levels.

Quality

None of the existing or proposed alternative funding policies contains

explicit incentives for providing high quality services. This does not

mean that high. quality programs do not exist in Minnesota institutions, or

that current policies inhibit the offering of high quality programs.

However, they do not specifcally address the issue of defining and measuring

the quality of services being provided.

If the Governor and the Legislature wish to provide explicit incentives

for enhancing the quality of post-secondary education it will be necessary

to provide additional resources for this prupose. The allocation of these

resources should be based on demonstrable and measurable outcomes.
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Productivity

There are no explicit incentives in current funding policies for

increasing productivity with new educational technology. In fact, some

disincentives exist for the use of new educational technology, for example,

if an AVTI wanted to substitute a computer for a faculty member, the insti

tution would lose those funds two years later.

As enrollments decrease, it is probable that some positions will be

lost and others re-allocated to new or high priority programs. With pressures

to reduce spending yet save jobs, obtaining funds for implementing new tech

nology may be difficult. Nonetheless, new technology should be supported

in the educational process as a means of enhancing quality and improving

productivi.ty.

None of the proposed alternatives directly supports increased produc

tivity. However, average cost funding, by reducing funding directly with

enrollments, provides an indirect, but strong , incentive to increase pro

ductivity through adoption of new technologies. To ensure adoption of

new technologies, it may be necessary for the Legislature and the Governor

to provide supplemental funds, or require systems to set aside money from

their base budget, for that purpose.



TABLE 1

SUMMARY OF ~VALUATION SCORES: CURRENT AND PROPOSED FUNDING POLICIES

Average Cost Program Fixed/Variable
Current Funding Policies Funding Funding

I
Funding Core Funding

Community State University of Collegiate Collegiate
Criteria AVTIs Colleges Universities Minnesota All Systems --2zstems All Systems Systems

1- Management
Incentives 2 6 2 4 6 0 2 0

2. Equity 0 1 1 1 3 3 3 3

3. Cost Patterns 2 4 4 4 2 2 6 6
,

Encourage Quality 1
....:J

4. 0 0 0 0 0 0 0

5. Increase
Productivity 1 1 1 1 2 0 0 0

..
TOTAL
EVALUATION
SCORE 5 12 8 10 13 6 11 9

Key to evaluation scores: 0
. does not satisfy criteria

1,
satisfTes-cr!ter-ia
to a small degree

2
satisfies criteria
to a large degree

3
fully satisfies

criteria

Criteria 1 and 3 were judged to be twice as important as the other criteria. Therefore, these scores were multiplied by 2.



POLICY: CURRENT FUNDING POLICIES

Description of Policy

Funding for public post-secondary education in Minnesota involves a

variety of-approaches. The legislature has adopted several methods for

providing funds to the post-secondary systems. Each system, in turn, has

internal procedures for allocating state funds to individual institutions.

LEGISLATIVE FUNDING METHODS

Legislative Appropriations Procedures

Before reviewing legislative funding methods, a brief description of

appropriations procedures may be helpful. Appropriations for collegiate

systems and for AVTls unde~go different processes. Within the legislature

responsibility for reconunending collegiate approriations rests solely with

the House Appropriations Conunittee and the Senate Finance Conunittee. Each

conunittee reviews proposed systemwide budgets and considers requests for

changes in funding levels. Although the committees seldom challenge existing

activities and funding levels (the budget base), they scrutinize requests to

expand or establish programs and activities. Approval of new items is nec

essary before the systems can begin them. For example, the legislature may

have to approve additional faculty positions and appropriate money for sal

aries in order to start or expand an instructional program. Alternatively,

the legislature may authorize the new or expnaded program, but only if re

sources are shifted from another program without requiring the appropriations

of additional sate funds. The legislature, thus, retains some direct control

over the level of services offered by the collegiate systems.

Responsibility for reconunending AVTI appropriations rests primarily

with education committees of the House of Representatives and the Senate.
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Because local school boards operate AVTls, the education committees

include funding for AVTIs with financial aids to local school districts.

In theory, the aids are entitlements to school districts to cover the

operating costs of AVTIs. In reality, the State Department of Education

apportions AVTI aids according the procedures which the legislature has

authorized the department to establish. The education committees of the

legislature, however, do not review operating budgets, nor do they auth-

orize changes in funding for specific activities. After each education

committee has drafted its aids bill, it sends the bill to the respective

appropriations committee in each house for the actual appropriation of

funds. Neither the House Appropriations Committee nor the Senate Finance

Committee reviews AVTI aids extensively.

Enrollment Bulge Funding

In 1977, the legislature adopted the enrollment bulge policy for the

collegiate systems. Anticipating that enrollments would decline after the

early 1980s, the legislature decided essentially to freeze basic appropria-

tions at 1977 levels. Except for inflationary increases and specially approved

1new items, there were to be no additional state funds for the systems. The

additional tuition revenue was deemed sufficient to meet the extra costs of

the short-term increases in ernollments. If system-wide enrollments drop

below the levels of the 1977 base, then, presumably, funding would Be reduced

directly in proportion to enrollment.

lThe 1981 Legislature modified the bulge policy by appropriating funds to the
State University System and the Community College System for enrollments
exceeding certain levels. Further details about this change can be found
in the appendix.
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Core Funding

For several biennia, the legislature provided funding for Southwest

State University and Metropolitan State University on a separate basis from

the other campuses in the State University System. In the case of Southwest

the purpose of this special treatment was to provide a level of support staff

that is greater than its enrollment would otherwise justify. This minimal

level, or core, is designed to accommodate about 2,000 full-time equivalent

students as compared to recent enrollments of 1,500-1,800. No change in

funding for support services will result from increases or decreases in enroll

ment when enrollment is below. 2,000. Should enrollment ever rise above 2,200.

Southwest would be treated in the same manner as other state university cam

puses. Metropolitan is a non-traditional, upper division institution. The

legislature provides a special appropriation which is not related to enroll

ments.

Program Funding

In 1979, the legislature approved a new funding policy for the area

vocational-technical institutes. The legislature substituted program-based

funding for the previous enrollment-based funding. Starting in Fiscal Year

1981, AVTIs received funds for instructional programs based on the cost of

the programs. The purpose of this approach is to provide stable funding for

vocational education. Changes in institutions' enrollments are considered,

but they constitute a minor factor in the calculation of funding levels.

Appropriations for support services and other expenditures are determined

independently of instructional costs based on historic expenditure patterns

and institutional circumstances.
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Special Appropriations

The legislature has been making special appropriations to the University

of Minnesota and, to a much lesser degree, to the other public systems.

These state specials are separate from regular operating budgets. They cover

items which the legislature considers to be of short duration or high priority.

SYSTEM ALLOCATION METHODS

The governing boards of the various post-secondary systems have the

responsibility for allocating funds to individual campuses. The legislature

makes most appropriations on a systemwide basis for governing boards to dis

tribute at their discretion. Each governing board has its own method for

allocating resources. The State Board for Community Colleges recognizes an

instructional core in its funding methods by assuring small campuses a certain

level of support. The State University Board recognizes the notion of core

funding and staffing to a limited extent in support programs. The University

of Minnesota Board of Regents does not explicitly maintain core funding

internally. The State Board for Vocational Education has limited discretion

in apportioning instructional aids to AVTIs because distribution of those

aids, by statute, must be related to previous instructional activity at each

institution. The State Board can exercise more discretion in non-instructional

aids.

Community Colleges

The Community College System has a series of complex formulae for allo

cating resources among its campuses. Many of the formulae are enrollment

based, while others are based on historical experiences. Some formulae also

recognize economies of size by allocating fewer instructional resources per

student over certain enrollment thresholds. A large institution would enroll

more students than would a small institution in order to be allocated another

faculty position. ~nule large campuses receive fewer resources per student
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than small campuses, small campuses are assured of a certain minimum level

of support. In this manner, the Community College System internally main

tains core funding for small institutions.

State Universities

Southwest State University and Metropolitan State University receive

core funding as a result of external legislative action. The remaining

traditional campuses receive internal allocations of resources, except for

physical plant, primarily on proportion to enrollments. After allocating

a core of administrative positions to each institution, the system allo

cates additional administrative positions according to the proportion of

systemwide enrollment at each traditional campus. Allocation of instruc

tional positions to. each campus, except Southwest State and Metropolitan

State, reflects a fixed ratio of students to staff. Small campuses receive

resources at the same rate as large ones. This allocation method recognizes

virtually no economies of scale, as large and small campuses experience the

same treatment.

University of Minnesota

The University of Minnesota does not allocate resources to its various

campuses and units on the basis of a formula. Traditionally, the University

appears to have made allocations by adjusting resources for instructional

units in proportion to changes in enrollments and changes in amounts of

available funding levels. Within the past two years, the University has

attempted to reallocate resources internally to reflect changing priorities.

Area Vocational-Technical Institutes

Area vocational-technical institutes receive state funds in the manner

prescribed in statute. Allocation of instructional aids follows school

district salary patterns for programs which have been offered previously.

Allocation of other aids (support, supplies, heavy equipment) follows historic
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patterns of need plus special needs as they arise at individual institu

tions.

Summary

Current funding policies for post-secondary education were conceived

during a period of enrollment growth and relative prosperity. As a con

sequence, modification of policies to deal with particular problems at

individual campuses or within a system was possible. Now, the prospect

of continuing fiscal difficulties and significant enrollment declines

suggest that current funding policies should be reassessed and altered

where ncessary.

The evaluation of current funding policies raises several issues.

Funding policies vary significantly across systems, resulting in des

parate capacities for innovative resource management. The State Board for

Vocational Technical Education is limited in its discretionary authority

because parts of its funding formula are specified in statute. On the

other hand, a single appropriation is made to the Community College Board,

which has exercised much discretion in allocation decisions.

Differences exist in the appropriation and budget review process.

At present, appropriations decisions for the AVTIs essentially are made by

the education policy committees of the House and Senate. Appropriations

decisions for the public collegiate systems are made by the House Appropria

tion Committee and Senate Finance Committee. The nature and extent of these

reviews are very different. The instructional appropriation formula for the

AVTIs specified in statute and appropriations are an entitlement based on the

formula. Appropriation levels for the collegiate systems are determined by

a review of proposed system budgets with close scrutiny of requested increases.

These variations in the appropriations process have resulted in differential

application of state funding policies to the post-secondary education systems.
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The situation has inhibited the development of comprehensive and equitable

policies for public post~secondary education.

The state does not currently have a formal policy regarding tuition

levels in public post-secondary systems. Prior to the state's fiscal

difficulties, tuition rates were usually increased in all systems by a

uniform rate, often the inflation adjustment from the governor's proposed

budget. In response to the fiscal crisis, however, tuition rates were

increased by rates significantly above the rate of inflation. Further,

under current practices tuition revenue as a percent of instructional

expenditure ranges from 13 percent in the AVTIs to 31 percent at the

University of Minnesota in FY 1983.

The absence of a tuition policy has two consequences. First, the

state is providing differnet levels of subsidy to the public post-secondary

systems. This suggests than explicit encouragement for students to enroll

in certain systems. Second, the state has found it expedient to turn to

students as a source of additional revenue as it has encountered fiscal

problems over the last three years.

The bulge policy was implemented in 1977 to cope with temporary enroll

ment growth in the public collegiate systems. The AVTIs were not included

in this policy. The policy recognized that enrollments would decline after

1983 and that institutions could accommodate short-term enrollment growth

without state funding. The financial base of the collegiate systems, however,

has been cut in eac~ of the last three fiscal years in response to state

revenue short-falls. This development has undermined the intent of the

bulge pollcy. State appropriations per student have been reduced in constant

dollars by 5 to 7 percent between 1982 and 1983, and by as much as 18 percent

since 1980.
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It is not known if the bulge policy coupled with recent budget reduc

tions has adversely effected the quality of services in post-secondary

education in the short-run. Further cust most likely would erode the

quality and diversity of educational services. Nonetheless, the bulge

policy should remain in effect until enrollments go below the 1977 base.

In the interest of access, the state of Minnesota has built an exten

sive array of public post-secondary education institutions. Many of these

institutions are small by national standards and will get smaller as enroll

ments decline. At some point enrollments in these institutions will go

below the level which justifies sufficient resources to offer a minimum

academic program. If these institutions are to continue to provide basic

services, they must have a minimum resource base which is fixed regardless

of enrollment levels. Although the state has implemented such a core

funding policy, it has not done so consistently. For example, Southwest

State University receives a fixed legislative resource base while the

University of Minnesota-Morris, an institution of comparable size, does not.

Further, small community colleges which are confronted with problems similar

t() Southwest are not provided with a separate legislative funding base. This

.requires the COmmunity College Board and the Board of Regents to allocate

internally in order to provide sufficient resources to these small campuses.
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AVTIs
Cl1l'rent Pollcy
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Criteria for ev~luation of funding alternatives:

1. Pr~/lde Incentives for Innovative resource management. The funding method should
encourage governing boards to anticipate changing. needs for education and
training and to develop procedures for the reallocation of resources based
on prloritres.

State funding for instt'Uction is not related to enrollments. The
State Board has no discretion for allocation of instt'Uctional. aids
because the formula is specified in statute. The Board has sane
discretion in allocation of non-instructional. aids, which have been
partially related to enrollments.

Evaluation score: 2

2. Provide iesources In an equitable manner. The funding method should provide
funds to systems and institutions .In an equitable manner.

Tuition revenue is between II and 13 percent of instt'Uctional. expendi
tures as opposed to a minimum of 25 percent in the collegiate systellls.
Legislative canmittees do not review operating budgets 01' au:thori::e
specific changes in funding for the AVTIs. In canparison. the legis
lative appropriations canmittees do review operating budgets and
authorize changes in funding for the collegiate systems.

Evaluation score: Q

3. RecOQnize differing cost oatterns. The funding method should recognize that
costs differ based on factors such as size, mission, program mix, and that all
costs are variable In the long~run but some costs are fixed In the short-run.

The instt'Uetional. portion of the AVTI funding pollcy does not recognize
changing cost patterns.as they relate to enrollment changes. instruc
tional. costs are essentially fixed given projected enrollment patterns.
Non-instt'Uctional aids have been partially related to cost patterns.
Bo'th.institutions with increasing and declining enrollments receive
fhed levels of instructional support.

Evaiuat!on score: 2

4. Encourage quality. Funding policies should contain explicit incentives for
prOViding high quality services as demonstrated by clearly identifiable
measures of performance.

No expllci't incentives exist for providing or measuring the quality
o~ services.

Evaluation score: Q

The funding formula does not relate resources to outputs or enrollments.
It relates resources to past expenditures. Consequently. there are.
few incentives for increasing productivity.

Evaluation score: 1

Key to evaluation-scores:

does not satisfy criteria·

Total evaluation score: 5

-1 .
satlsfl~crlteria
to a small degree

...:L
satisfies criteria
to a large degree

~
fully satisfies

cd teria
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CCIIIIlIIUnity Colleges
Cl1rre!rt Polley

Criteria for evaluation of funding alternatives:

I. Provide Inc~ntives for InnovatIve resource management. The fundIng method should
encourage governing boards to anticipate changing. needs for educDtion and
training and to develop procedures for the reallocation of resources based
on priorities.

1'.l'lar 1:0 J.fl77. state funding was re1a1:ed to enroJ.lments. The bulge
pallcy provided no aciditiona.l state funding for enrollments beyond
'the J.S77 base. The Board bas discretion in the alJ.ocation of re
aomoces. and the organi:a:tion of institution and programs and bas
used 1:hese powers to femulate alJ.ocation and management policies
to respcmd to changing conditions and needs.

Evaluation score: 6

2. Provide resources In an eguitable manner. The funding method should provide
funds to systems and instituticns in an equitable manner.

Leg1sJ.ative funcUng pollcies for the call1lll1nity college have not
%'eCOg11.i.zed the costs of operadng many small. institutions. The
CCIIIIlI'mi1:y colleges operate vocationaJ. and occupational programs.
Those progr8lllS have net been funded on the same basis as those in
'the AVTh.

Eva luation score: J.

3. Recognize differing cost patterns. The funding method should recognize that
costs differ based on factors such as size. mission. program mix.and that all
costs are varIable In the long-run but some costs are fixed In the snort-run.

Flmding in ~e cClCll:lUnity colleges for base enroJ.Jments does change
vi1:h euro1lmen'ts. The bulge funding polley recognizes cost patterns
:"ela1:ed to smalJ. !nc:'eases in enrollments over shert time spans.
Iute:n:IaJ. al.location procedures recognize that costs vary with
i'ac1:0%'S such as size and program mix. However. the enrollment
J.eveis beyond which the bolge polley must be modified have not been
defined.

Eva luatfon score: ~

Encourage oualitv. Funding policies should contain explicit incentives for
provjding Sign quality services as demonstrated by clearly Identifiable
measures of performance.

Ho expllc:1t incentives exist for providing or measuring the
qaaJ.i1:y af services.

Evaluation sc:cre: o.

Encourag~ increased productivity. Funding policies should Include explicit
incentives for increasing prociuctivity through the adoptIon of new educa
tional teQmology.

AJ.1:hQugh ~ere are 110 explicit mcentives for .increasing productivity
vi1:h new ec1ucationa.l technology. resources can be used for this
pa%'1)CSe ldthOl11: penalty or loss of resources.

Evaluation score: J.

Key to evaluation scores:

does not satIsfy criteria

Total eval~ation score: 12

1
satisfies-crI teria
to a s~all degree

2
satIsfi~criterla
to a large degree

3
fully satisfies

criteria
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State University SyS'tem
Current Poliey

Criteria for evaluation of funding alternatives:

I. Provide incentives for Innovative resource management. The fundIng method should
encourage governing boards to anticipate changing. neads for education and
training and to develop procedures for the reallocation of resources based
on prlodtle,.

Pl'i01' to 1977. state funding was related to enroJ..1ments. The bulge
polley provides no additional state funding for enrollments above the
1911 base. The Board has discretion in the allocation of resources
and the organization of inS'titutions and programs. The Board has
asked that Southwest State University and Metro State University be
placed on separate funding basis. Consequently. the Board has not
~ to make internal reallocation decisions to address the special

Evaluation score: 2 needs of these institutions.

2. Provide resources In an eauitable manner. The funding method should provide
funds to systems and institutions yn an equitable manner.

Legislative funding policies recognize the unique costs of SSU and
KSU. While instructional costs are higher. tuition rates paid by
students in the system is canparable to rates in the caDlllW1ity
colleges.

Evaluation score: 1

3. RecognIze dIffering cost patterns. The fundIng method should recognize that
costs differ based on factors such as size, mission, program mix and that all
costs are variable In the long-run but some costs are fIxed in the short-run.

State funding is related to enroJ..1ments up to the 1977 base. The
bulge poliey recognizes cost patterns related to small enrollment
increases over short time periods. The application of bulge funding
poliey has not been defined with respect to the size and duration of
bali!' enrollments. Internal allocation policies for instruction do
not recognize econanies of scale. however. a core program has been
defined for support services.

Evaluation score: 4

4. Encourage auality. Funding policies should contain explicit incentives for
providing high qualIty services as demonstrated by clearly identifiable
measures of performance.

Ho explicit incentives exiS't for, providing or measuring the
qUality of sel"Vices.

Evaluation score: a

s. Encoura e Increased oroductivit. Funding policies should include explicit
ncentlves or increasing productivity through the adoption of new educa-

tronal technology.

Although there are no explicit incentives for increasing productivity
with new educational technology. resources can be used for this
purpose without penalty or loss of resources.

Evaluation score: 1

Key to evaluation scores:

does not satisfy crIteria

Total evaluation score: 8

1
sat isflescri teria
to a small degree

2
satlsfleseriteria
to a large degree

3
fu Ily S<I tis f i es

criteria



( -

- 19 -

University of Minnesota
Cl.l.r1'ent Policies

Criteria for evaluation of funding alternatives:

1. Provide Incentives for Innovative resource management. The funding method should
encourage governing boards to anticipate ch~n9ina. needs for education and
training and to develop procedures for the reallocation of resources based
on priorities. .

Prior to 2977 state funding was related to enrol.1lllents for instructional.
p1'Ograms. The bulge policy provided no addi1:!onal. state funding for
enrollments above the 1977 base. The Board of Regents has discretion
m the allocation of resources and the organization of University
prcgrl!lllls. The internal planning process has recOlIlII1ended realloca-
t1ans based on university-wide priorities.

Evaluation score: IJ

2. Provide resources In an equita~le manner. The funding method should provide
funds to systems and institutiens tn an equitable manner.

Legislative funding policies have not recognized the costs of
operating Morris. Revenue from tuition changes will be more than
31 percent of ins'tructional. costs in FY83. which is higher ~han any
ot.he:l' syS'tt!lll.

EvaluatIon sc;or-e: 1

3. Rec;ognize differin~ cost oatterns. The funding method should recognize that
costs differ based pn factors such as size. mission, ar.cgram mix and that all
costs are variable In the long-run but some costs are fixed In the short-run.

State funding is related to enrolll!lents up to the 1977 base. The
hUge policy recognizes the cost pattern related to small enroll
ment increases over a short time period. 'l'uition rat:es and inte.'"nal
aJ.J.ocation policies recognize that: costs vary with. factors such as
s!za .m.d program mix.

Evaluation sc;ore: IJ

4. Encourage quality. Funding policies should contain explicit Incentives for
providing high quality services as demonstrated by clearly Identifiable
~easures of performance.

No incentives exist for providing or measuring the quality
of sel"'7ices.

Eva 1uat ion score: (1

5. Encourage Increased prcductlvitv. Funding policies should Include explicit
incentives for increasing prcciuctivity through the adoption of new educa
tronal technology.

Althougb there are no explicit incentives for increasing productivity
with new educational technology I resources can be used for this
purpose without penalty or loss of resources.

Evaluation score: 1

Key to evaluation scores:

does not satisfy crlte.rla

Tota I eva luat Ion score: 10

1
satlsfi~erlterla
to a 51':la II degree

2
satlsfl~criterla
to a large d~gree

3
fully misfias

cri ted..
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TABLE 2

PR~1ECTED OUTCOMES IN CONSTANT DOLLARS1

FUNDING POLICY: CURRENT POLICIES
SYSTEM: AREA VOCATIONAL-TECHNICAL INSTITUTES

Average Student/ Net State Tuition
Daily Instructional Expenditures/ Appropriations/ Revenue

Membership ADM Licensed Net ADM State ADM as a Percent
Fiscal Enrollments as a P~rcent Staffing Expenditures/ as a Percent Appropriations/ as a Percent of Net
Year (Am!) of F.Y. 1980 Ratio2 ADM3 of r.Y. 1980 ADM of F.Y. 1980 Expenditures

1982 32,264 101. 72% 14.20:1 $3,379 98.33% $2,460 99.55% 10.57%
I\)

1983 32,877 103.66 14.40:1 3,175 92.40 2,208 89.36 13.10 0

1984 32,821 103.48 14.42:1 3,171 92.27 2,203 89.14 13.11

1986 32,031 100.99 14.13:1 3,222 93.76 2,241 90.67 12.90

1988 31,658 99.81 13.97:1 3,257 94.77 2,269 91.82 12.76

1990 31,907 100.60 14.08:1 3,236 94.15 2,252 91.14 12.84 .

1992 30,662 96.67 13.55:1 3,343 97.27 2,336 94.~ 12.43

1994 28,626 90.25 12.87:1 3,516 102.31 2,468 99.84 11.82

1996 28,101 88.60 12.68:1 3,570 103.88 2,510 101.54 11.64

1998 27,961 88.16 12.62:1 3,587 104.38 2,524 102.12 11.58

2000 27,473 86.62 . 12.45:1 3,632 105.69 2,557 103.47 11.44

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and r.Y. 1983.
2 Includes instructional licensed positions.
3 Net expenditures ,exclude expenditures for supplies which are sold.



TABLE 3

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

FUNDING POLICY: CURRENT POLICIES
SYSTEM: COMMUNITY COLLEGE SYSTEM

Maintenance State Tuition
Full-Yeal" Student and Equipment Appl"opl"iations/ Revenue

Equivalent FYE Faculty Expenditures M &E/FYE State FYE as a Percent
Fiscal Enrollments as a Pe!'cent Staffing (M &E)/ as a Percent Appropriations/ as a Percent of Net M &E

YeaI' (FYE) of F.Y. 1980 Ratio2 FYE of F.Y. 1980 FYE of F.Y. 1980 Expenditures

1982 23,615 110.08% 18.96:1 $2,162 92.28% $1,450 88.35% 25.60%

1983 23,672 110.34 18.97:1 2,102 89.73 1,347 , 82.08 28.30 f\,)
~

1984 23,586 109.94 18.96:1 2,108 89.97 1,353 82.41 28.22

1986 22,760 106.09 18.82:1 2,165 92.43 1,407 85.70 27.44

1988 22,499 104.87 18.77:1 2,176 92.87 1,416 86.26 27.30

1990 22,931 106.88 18.84:1 2,146 91.62 1,389 84.60 27.,69

1992 22,111 103.06 18.69:1 2,208 94.25 1,446 88.12 26.89

1994 20,846 97.17 18.45:1 2,283 97.45 1,515 92.30 25.97

1996 20,841 97.14 18.45:1 2,283 97.47 1,515 92.32 25.97

1998 20,851 97.19 18.46:1 2,282 97.43 1,515 92.27 25.98

2000 20,983 97.80 18.48:1 2,271 96.96 1,504 91.64 26.11

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Faculty include u1lclassified positions in the following allocation categories--special outreach, student activities, student

services, library/audio visual, low ratio occupational, occupational program leadership, and general instruction.



FUNDING POLICY:
SYSTEM:

"

TABLE 4

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

CURRENT POLICIES
STATE UNIVERSITY SYSTEM

Maintenance State Tuition
Full-Year Student! and Equipment Appropriations! Revenue

Equivalent FYE Faculty Expenditures M &E!FYE State FYE as a Percent
Fiscal Enrollments as a Percent Staffing (M &E)! as a Percent Appropriations! as a Percent of M &E

Year (FYE) of F.Y. 1980 Ratio2 FYE of F.Y. 1980 FYE of F.Y. 1980 Expenditures

1982 36,639 105.46% 18.30:1 $2,611 95.34% $1,883 92.18% 25.60%
l'V

1983 36,481 105.01 18.19:1 2,576 94.06 1,761 86.24 29.30
l'V

1984 35,011 100.78 17.58:1 2,655 96.95 1,837 89.93 28.47

1986 32,679 94.06 17.22:1 2,765 100.98 1,942 95.10 27.35

1988 30,849 88.80 17.04:1 2,837 103.61 2,010 98.41 26.66

1990 30,640 88.20 17.03:1 2,845 103.90 2,018 98.79 26.58

1992 30,121 86.70 17.00:1 2,865 104.62 2,036 99.70 26.39

1994 28,114 80.92 16.91:1 2,944 107.49 2,109 103.27 25.71

1996 27,690 79.70 16.89:1 2,962 108.15 2,126 104.10 25.55

1998 28,575 82.25 16.94:1 2,924 106.78 2,092 102.42 25.85

2000 28,939 83.30 16.93:1 2,912 106.35 2,081 101.88 25.96

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Includes instructional faculty positions and program supplement unclassified positions.



TABLE 5

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

FUNnING POLICY: CURRENT POLICIES
SYSTEM: UNIVERSITY OF MINNESOTA

State
Instructional Appropriations Tuition

Full-Yeal' StudentI Expenditures/ State for Instruction/ Revenue
Equivalent FYE Faculty Instructional FYE Appropriations FYE as a Percent

Fiscal Enrollments as a Percent Staffing Expendlt}Fes/ as a Percent for Instruction/ as a Percent of lnstr.
Year (FYE) of F.Y. 1980 Ratio2 FYE of F.Y. 1980 FYE of F.Y. 1980 Expenditures

1982 49,937 104.15% 14.30:1 $3,527 91.82% $2,239 87.32% 28.64%

1983 49,320 102.87 14.26:1 3,514 91.48 2,114 , 82.42 31.85 '"w
1984 48,201 100.53 13.94:1 3,596 93.60 2.187 85.30 31.17

1986 45.136 94.14 13.79:1 3,720 96.84 2,288 89.24 30.23

1988 42,558 88.76 13.70:1 3.796 98.83 2.343 91.37 29.71

1990 41,965 87.53 13.69:1 3.813 .99.25 2.354 91.80 29.59

1992 41.726 87.03 13.68:1 3,819 99.41 2,358 91.95 29.56.
1994 39.294 81.96 13.59:1 3.890 101.26 2,405 93.77 29.11

1996 37.465 78.111- 13.52:1 3.951 102.84 2.446 95.39 28.72

1998 37,621 78.47 13.53:1 3.946 102.72 2.444 95.30 28.73

2000 38,219 79.72 13.56:1 3,926 102.20 2,430 94.77 28.86

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Faculty includes all unclassified staff in regular instructional activities.
3 Direct and support expenditures attributable to regular instruction and supported by state funds.



POLICY: AVERAGE COST FUNDING

Description of Policy-

Funding on the basis of average costs provides a specified ~ount of

money for each enrolled student or full-time equivalent student. This

approach rests on three assumptions. First, the cost per student for

providing educational services may be derived or estimated prior to the

calculation of aggregate costs. Costs and resource requirements are

supposed to be built upon the basis of actual or anticipated enrollments.

Second, the cost of servioes may be allocated equally to every student.

Each student, regardless of academic progr~ or individual need, suppesedly

requires the s~e ~ount of resources. Third, the cost per student remains

constant regardless of institutional size. Within the s~e system, for

example, the cost per student at an institution with an enrollment of 10 ,000

would be the same as the cost per student at an institution with an enroll

ment of 1,000. There are no recognized economies of size, nor are there

recogniZed minimum levels of support for small institutions.

Funding may incorporate recognized differences ~ong post-secondary

systems on the basis of mission or other characteristics. Research univer

sities, offering programs from lower division instruction to professional

training and advanced research, would incur high average total costs in

comparison to community colleges which essentially are limited to lower

division instruction. Variations in funding levels per student for these

different institutions may reflect functions and costs.

Summary

Resource Management

Under the alternative post-secondary education would be required to

reduce resources in proportion to enrollment declines. It would ignore

fixed costs in the short-run. By squeezing available resources, systems would

have incentives to develop management strategies and system-wide priorities
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to guide budget reductions. Governing boards would be forced to consider

alternative administrative and organizational arrangements in order to

stretch limited budgets.

Equity

The current funding policies include a variety of methods which are

not uniformaly applied to all systems. Average cost fUnding would vary

appropriations directly with the number of students served. Equity con

sid~ations would require legislative implementation of a uniform tuition

policy in conjunction with average cost funding.

Recognition-of Cost Patterns

Average cost funding does not recognize differences in cost patterns.

Furthermore, this alternative would ignore fixed costs. It does not address

core program considerations either in small institutions.

Quality

There are no explicit incentives for providing high quality services.

Productivity

Because funding is reduced as proportionately enrollments, there would

be an incentive to implement measures which increase productivity.
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All Public Inst:l1:U1:ions
Average Cost Fund1ng

Criteria for evaluation of funding alternatives:

J. Provide incentives for innovative resource mana~ement. The funding method should
encourage governing boards to unticipate changing. n~ed5 for education and
training and to develop procedures for the reallocation of resources based
on prlorlties.

Average cos1: funding would base all funding direc1:ly on enrollmen1:s.
As eurolJmen1:s decrease s1:a1:e funds woul.d be reduced propor1:iona1:ely.
~1: weuJ.d be necessary for 1:he governing board 1:0 have cClllple1:e dis
ere1:1on in alloca1:ion decisions. Clearly, this policy would provide
a s1:rcmg incen1:ive for governing boards to manage resources in accor
dance wi1:h program priorities.

EvaJuation score: 6

2. Provide resources In an equItable manner. The funding method should provide
funds to systems and institutions in. an equitable manner.

Equ11:ahle implemen1:a1:ion of this policy would require tha1: all budge1: review
and appropria1:ion decisions be placed under the same cOlDlllittee in each
~egisla1:ive body. In order to ensure equitable application, thilf poliey
ahculd he c:eupled with a nU.tion policy which rela1:es 1:Uition revenue to
a uzU£crm percentage of instructional costs, and adjustments for effec1:s
of "the .bulge poliey and recen1: funding reduction••

Evaluation score: 3

3. Recognize differing cost patterns. The funding method should recognize that
costs differ based on factors such as size, mission, prcgram mix and that ail
costs are variable in the long-run but some costs are fixed in the short-run.

Average cos1: fundlng does no1: recognize changing cost patterns or
cUfferences rela1:ed 1:0 size. It ignores fixed costs in the short
run and assumes 1:ha1: all' ins1:i1:U1:ions, regardless of size or enroll
meD't pattern. have si.mllar costs. Average cost funding could be
designed in a way 1:0 X'l!cognize 1:he mix of programs in a syst:l!II1 or
msti1:ution.

Evaluation score: 2

4. Encourage ~uality. Funding policies should contain explicit incentives for
provldtngigh quality services as demonstrated by clearly identifiable
measures of performance.

No specific incen1:ives exis1: in 1:his al1:erna1:ive 1:0 encourage qUali1:y.
Budget reductions do create an environment in which priori1:ies mus1: be
establlshed to guide allocation decisions. As such, i1: would be possible
1:0 re-al!oca1:e resources 1:0 high priori1:y programs thereby encouraging
"the deve.lopmen1: of high qUali1:y programs.

Eva luation score: ct

5. Encourage increased productivity. Funding policies should include explicit
incentives for increasing productivity through the adoption of new educa
tional technology.

U runding is enrollment rela1:ed and declines in proportion 1:0 enroll
afll1'ts. and i£ governing boards have discre1:ion to allocate funds, 1:Jlere
would be an incentive 1:0 implemen1: productivi1:y increasing measures.
Jfowe1Irext. collee1:ive bargaining agreements may inhibi1: such changes.

Evaluation score: 2

Key to evaluation-scores:

does not satisfy criteria

To1:a1 evalua't.!on score: 13

f
satlsfi~crlterla
to a small degree

!
satlsfl~criterla
to a large degree

-1..
fully satisfies

cri ter i a



TABU: II

PRcm:CTED OUTCOMES IN CONSTANT DOLLARS1

FUNDING POLICY: AVERAGE COST FUNDING
SYSTEM: AREA-VOCATIONAL TECHNICAL INSTITUTES

C~ent Tuition Polisr Alternative Tuition Policy
Student! Net State Tuition State Tuition

Instructional Expenditures! Appropriations! Revenue Appropriations! Revenue
Licensed Net ADM State ADM as a Percent State I.W. aa a Percent

riscal Staffing Expenditures' as a Percent Appropriations' as a Percent of Net Appropriations! aa a Percent of Het
~ Rati02 ADH3 of F.Y. 1980 ADM of F.Y. 1980 Expenditures ADM of F.Y. 1980 Expenditures

1?62 1".20:1 $3,379 98.33\ $2,"60 99.55\ 10.5n $2."60 99.55\ 10.57\

1983 1.....0:1 3.175 92."0 2,208 89.36 13.10 2,20B 89.36 13.10 I\)
-.,J

198.. 1.....111 3,175 92.38 2.207 89.30 13.10 2,lS0 87.00 1".88 I

1986 1.....3:1 3,167 92.1" 2,185 88."3 13.13 2.073 83.88 16.67

1988 1.....5:1 3,161 91.97 2,173 87.93 13.1" 2,062 83."2 16.67

1990 1.....5:1 3,160 91.96 2,177 88.10 13.1" 2,066 83.S9 16.67

1992 1.....5:1 3,1"7 91.S7 2.1"0 86.61 13.20 " 2,031 82.20 16.67

199.. 1....... :1 3.122 90.8S 2.074 83.91 13.31 1.969 79.66 16.67

1996 1.....311 3.107 90."0 2.0..6 82.80 13.38 1.9.... 78.66 16.67

1998 1.....2:1 3.101 90.23 2,037 82."4 13."0 1.936 78.3" 16.67

2000 1.....3:1 3.103 90.31 2.029 82.09 13.38 1.927 . 77.96 16.67

t Consta~t Fiscal Year 1980 dollars adjusted for funding reductions in r.Y. 1982 and F.Y. 1983,
2 Includes instructional licensed positions.
3 Net expenditures ex~lude expenditures for supplies which are sold.
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TABLE 7

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

FtIIfDING POLICY: AVERAGE COST FUlfDING
SYSTEM: STATE UNIVERSITY SYSTEM

Current Tuition Policy Alternative Tuition Policy

Maintenance State Tuition State Tuition
Student! and Equipment Appropriations! Revenue Appropriations! Revenue
Faculty Expenditures II , E!FYE State FYE as a Percent State FYE as a Percent

Fiscal Staffing (II & E)/ as a Percent Appropriations! as a Percent of If , E Appropriations! as a Percent of "' E
..!!!!:.. Jl.atio2 FYE of r.Y. 1980 FYE of r.Y. 1980 Expenditures FYE of F.Y. 1980 Expenditures

1982 18.3011 $2.611 95.34\ $1.883 92.18\ 25.60\ $1.883 92.18\ 25.60\
I\)

1983 18.19:1 2.576 94.06 1.761 86.24 29.30 1.761 86.24 29.30 en

1961; 17.58:1 2.655 96.95 1.837 89.93 28.47 1.761 86.23 31.32

1986 17.22:1 2.765 100.98 1.91;2 95.10 27.35 1.777 87.00 33.33

1980 17.10:1 2.805 102.41 1.977 96.81 26.97 1.799 88.09 33.33

1990 17.10:1 2.803 102.37 1.976 96.74. 26.98 1.798 88.02 33.33.
1992 • 17.10:1 2.801 102.27 1.972 96.56 27.00 1.795 87.88 33.33

1991; 17.15:1 2.799 102.21 1.965 96.20 27.011 1.789 87.57 33.33

1996 17.16:1 2.799 102.20 1.963 96.13 27.03 1.787 87.50 33.33

1998 17.15:1 2.799 102.23 1.967 96.31 27.00 1.790 87.64 33.33

2000 17.15:1 2.796 102.11 1.965 96.20 27.04 1.789 87.59 33.33

.
1 Constant Fiecsl year 1980 dollars adjusted for funding reductions in r.Y. 1982 and r.Y. 1983.
2 Includes instructional faculty positions and program supplement unclassified positions.



TABLE 8

PROJECTED OUTCOMES IN CONSTANT DOLLARS!

FUNDING POLICY: AVERAGE COST FUNDING
SYSTEM: UNIVERSITY OF MINNESOTA

Current Tuition Policy Alternative Tuition Policy

State State
Instructional Appropriations Tuition Appropriations Tuition
Expenditures! State for Instruction! Revenue State for Instruction! Revenue

Instructional FYE Appropriations FYE as a Percent Appropriations FYE as a Percent
Fiscal Expenditures! as a Percent for Instruction! as a Percent of Instructional for Instruction! as a Percent of Instructional

Year f'YE2 of F.Y. 1980 FYE of F .'t. 1980 Expenditures FYE of F.Y. 1980 Expenditures

1982 $3,527 91.82% $2,239 87.32% 28.61J% $2,239 87.32% 28.61J%

'"1983 3,511J 91.1J8 2,l1IJ 82.1J3 31.85 2,l1IJ 82.43 31.85 l.O

1984 3,596 93.60 2,187 85.30 31.17 2,137 83.31J 32.56

1986 3,645 91J.88 2,213 86.30 30.86 2,123 82.78 33.33

1988 3,695 96.18 2,243 87.45 30.56 2,lIJ1 83.47 33.33

1990 3,705 96.44 2,248 87.64 30.50 2,143 83.55 33.33.
1992 3,708 96.52 2,21J8 87.67 30.1J9 2,143 83.56 33.33

1994 3,749 97.58 2,266 88.34 30.25 2,150 83.84 33.33

1996 3,786 98.54 2,283 89.04 30.01 2,158 84.14 33.33

1998 3,784 98.50 2,284 89.07 30.01 2,158 84.16 33.33

2000 3,772 98.19 2,279 88.85 30.08 2,156 84.07 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Direct and support expenditures attributable to regular instruction and supported by state funds.



POLICY: PROGRAM FUNDING

Description of the Policy

Program fUnding provides resources based on the cost of individual

instructional programs and, perhaps, support activities. All costs covered

by this funding method may be viewed, in effect, as fixed. There is no

recognized variation in cost based on enrollment. Another way to view it

is a core funding procedure for every program. Each program is a self

contained unit to receive either full funding or not funding at all.

Partial support would be considered inadequate. Changes in institutions'

enrollments are considered, but they constitute a minor factor in the cal

culation of funding levels.

Summary

Resource Management

Because funding is set at a base level for programs and does not change

as enrollments decline, there is little incentive for innovative resource

management. Excess funding would, however, provide governing boards with

an opportunity to respond to changing educational needs.

Equity

Properly implemented, program funding would treat all systems equally

be taking into account program needs.

Recognition of Cost Patterns

Program funding recognizes fixed costs, but is not responsive to

changing cost patterns over time.

Quality

Program funding provides little incentive for improving quality.

Productivity

Program funding would provide no incentive for increasing productivity.
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All Public Collegiate Systems
Program Funding

Criteria for evaluation of funding alternatives:

t. Provide Incentlv~s for Innovative resource management. The funding method should
encourage governing boards to anticipate changing. needs for education and
training and to develop procedures for the reallocation of resources based
on priorities.

Program funding would provide a fixed level of support: regardless of
the mlIIIher of students served. While governing boards would contmue
1:0 have discretion in allocating funds. program fundiIlg would provide
little incentive for reallocation and innovative resource management.
In a period of declining enrollments 'this funding policy would provide
systems wi"th increased resources per student and consequently enable
systems to begin new or improved programs.

Evaluation score: 0

2. Provide resources In an eguitable ~anner. The funding method should provide
funds to systems and instituticns in-an equitable manner.

U! the program funding policy was implemented m a manner which
accounted for the effects of the bulge policy, recent budget reduc
tions and tuition rates it would be an equi'table funding method.
It is assumed that the appropriations process would be consolidated
under the same cCXlllllittee in each house and would be uniformly applied
to all systems. .

Evaluation score:3

3. Recognize differina cost patterns. The. funding method should recognize that
costs differ based on factors such as size, mission, program mlxand that all
costs are variable In the long-run but some costs are fixed In the short-run.

Program funding does take into accoun1: differen1: program costs.
If enrollments decline by- more 'than 5% in two years funding would
be reduced. However. enrollment projections suggest that this
would not occur very often. Consequen'tly, this policy does not
recognize changing cost pat'terns.

Evaluation score: 2

4. Encourage quality. Funding policies should contain explicit incentives fer
providing high quality services as demonstrated by clearly identifiable
measures of perfor~ance.

Under this pollcy, systems would have an opportuni1:y to reallocate
excess program funding to enhance quali1:y, although there are no
explicit incentives to do so.

Evaluation score: 1

s. Encourage increased productivity. Funding policies should include explicit
incentives for increasing productivity through the adoption of new educa
tional technology.

This funding method does not: provide any incentives for increased
produc1:ivi1:y because funding levels are fixed.

Evaluation score: 0

Key to evaiuation scores:

does not satisfy criteria

T01:al evaluation score: 6

,
satlsfi~criteria
to a s~all clegr~e

_2_
satisfies criteria
to.a large degree

--L
fully satisfies

crt ter;a



TABLE 9

PROJECTED OUTCOMES IN CONSTANT DOLLARS!

FUNDING POLICY I PROGIWI roHDING
SYSTEM: COHMUNITY COLLEGE SYSTER

~ent Tuition Policy Alternative TUition Policy

HdDtenanee State TUition State Tuition
Student! and Equipment Appropriations! Revenue Appropriations/ Revenue
Faculty Expenditures M, E/FYE State FYE ae a Percent Stete FYE as a Pe:rc:ent

Fiacal Staffing eH &E)/ as a Percent Appropriations! as a Percent of Net M &: E Apprppriations! as a Percent of Net H , E
..!!!:... F.at!o2 FYE of F.Y. 1980 FYE of F.Y. 1980 Expenditures FYE of F.Y. 1980 Expenditures

1992 18.95:1 $2,152 92.28\ $1,1150 88.35\ 25.60\ $1,1150 88.35\ 25.60\

1983 18.97:1 2.102 89.73 1.3117 82.08 28.30 1.3117 82.08 28.30 Co)
I\)

19811 18.96:1 2.108 89.97 1.353 82.111 28.22 1,306 79.57 30.53.
1986 18.82:1 2.165 92.113 1.407 85.70 27.1111 1.290 78.58 33.33

1988 18.62:1 2.185 93.28 1,1125 86.811 27.18 1,302 79.32 33.33

1990 18.97:1 2,146 91.60 1,388 811.56 27.70 1.278 77.811 33.33

1992 18.30:1 2,221 911.83 1.460 88.94 26.72 . 1.324 80.69 33.33

1994 17.31:1 2,342 99.97 1.574 95.90 25.29 1.398 85.20 33.33

1996 17.27:1 2,353 100.113 1,585 96.56 25.17 1,406 85.611 33.33

1998 17.28:1 2,351 100.36 1.583 96.46 25.19 1.405 85.57 33.33

2000 17.41:1 2,332 99.55 1.565 95.34 25.40 1,393 84.84 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Faculty include unclassified positions in the following allocation categories--special outreach. student activities. student

:services, library/audio visual. low ratio occupational, occupational program leadership. and general instruction.



fABLE 10

PROJECTED OUTCOMES III CONSTANT DOLLARS!

FUNDING POLICY: PROGRAH FUNDING
SYSTEM: STATE UNIVERSITY SYSTEM

Current Tuition Policy Alternative Tuition Pollcy

KainteDllJlce Stat. Tuition State Tuition
Student! and Equipment Appropriation.! Revenue Appropriations! Revenue
Faculty Expenditures II , E!FYE State FYE as a Percent Stat. FYE as a Percent

r~8cal Staff1ng (M , E)! as a Percent Appropriations! as a Percent of K , E Appropriations! as a Percent of K , E
:'~ar Ratio2 FYE of r.Y. 1980 FYE of F.Y. 1980 £?cPenditures FYe of r.Y. 1980 Expenditures

1982 18.30:1 $2.611 95.34\ $1.883 92.18\ 25.60\ $1,883 92.18\ 25.60\

1983 18.17:1 2,576 94.06 1,761 86.24 29.30 1,761 86.24 29.30
W

1994 17.57:1 2,655 96.95 1,761 86.23 31.32
w

1,837 89.93 28.47

1996 17.22:1 2,765 100.98 1,942 95.10 27.35 1,777 87.00 33.33

1998 16.38:1 2,910 106.27 2,083 101.98 26.00 1,870 91.53 33.33

1990 16.27:1 2,932 107.07 2.105 103.05 25.79 1,884 92.23 33.33

1992 15.99:1 2.981 108.84 2,152 105.36 25.87 . 1,915 93.75 33.33.
19911 15.20:1 3.156 115.23 2.321 113.64 23.98 2,026 99.20 33.33

1996 14.97:1 3,204 117.00 2.369 115.97 23.61 2,057 100.73 33.33

1998 15.411:1 3,109 113.52 2,276 111.115 24.32 1,996 97.74 33.33

2000 15.611:1 3,071 112.14 2,240 109.65 24.62 1,972 96.55 33.33

1 Constant Fiscal Year 1980 dollare adjusted £or funding reductions in r.T. 1982 and r.Y. 1983.
2 Includes instructional faculty positions and program supplement unclassified positions.
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1 Constant Fiscal Year 1980 dollars adjusted for funiing reductions in F.Y. 1982 and F.Y. 1983.
2 Faculty includes all unclassified staff in regular instructional activities.
3 Direct and support expenditures attributable to regular instruction and supported by stat. funds.



POL:ICY: FIXED AND VARIABLE FUNDING

Description of the Policy

Funding on the basis of fixed and variable costs involves separate

support for each type of coste Offering any educational service at all

would require full funding of those costs defined as fixed. Provision

of other resources would depend on costs that vary directly with the number

of students.

The variable portion would, in reality, reflect average variable

costse It would resemble average total costs in that a specified amount

of resources would be provided for each studente However, average variable

costs would be less than average total costs because the fixed items already

would have been covered.;

Summa.ry

Resource Management

This pollcy does not provide sufficient resources to systems for

supporting fixed costSe It does reduce resources for those costs which vary

with enrollments. Consequently, fixed and variable funding provides some

incentives for innovative resource management.

Equity

All systems could be treated equitably.

Recoqnition of Cost Patterns

Fixed and variable funding recoqnizes changing cost patterns caused

by changing enrollmentse

Quallty

Under this pollcy there are no explicit incentives for improving the

quality of services.

Productivity

since all costs are a.dequatelY funded there is little incentive for

increasing productivitye
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All Public Systems
Fixed and ViU'iable Funding

Criteria for evaluation of funding alternatives:

1. Provide Ir.centive~ for InnovatIve resource management. The funding method should
encourage governing boards to anticipate changing, r.eed~ for education and
traInIng and to develop procedures for the reallocation of resources based
on priorities.

Fixed and variable funding relates a significant: portion of funding
d1rec1:ly on enrol.1ments. Costs not: relat:ed to em'ol.1ment:s are fixed.
Therefore, as enrol.1ment:s decline funding would be reduced, but at
& slower rate. Incent:ives for innovative resource management would
ex!at: UDder t:his pollcy, however, since sCllle costs iU'e,fixed incent:ives
wou,ld not: he as great as under average cost funding.

Evaluation score: 2

2. Provide resources In an equitable manner. The funding method should provide
funds to systems and institutions in"an equitable manner.

This policy can be equitably implemen1:ed in all systems providing:
1) it: is coupled wi1:h a ccmprehensive 1:Ui1:ion pollcy, 2) budge1:
review decisions iU'e placed under one caDmi1:1:ee in each house of
t:he Legislature, and 3) the effects of 1:he bulge pollcy and recent:
:funding reduC1:ions are accoun1:ed for.

Evaluation score: 3

3. Recoanize differina cost oatterns. The funding method should recognize that
costs differ based en factors such as size. mission, program mix and that all
costs are variable in the long-run but some costs are fixed In the short-run.

Fixed and viU'iable funding specifically addresses 1:he problem of
funding changing cost pa1:1:erns caused by fluc1:Uating enrollment:s.
It: does 1:his by dis1:inguishing between costs 1:hat: vary with em'oll
mezrts and those· which do no1:. The policy al.so relates funding to
1:he mix of programs in each sys1:em.

EvaluatIon score: 5

4. Encouraae quality. FundIng policies should contain explicit incentives for
providing high quality services as demonstrated by clearly Identifiable
measures of performance.

Fixed and variable funding does no1: provide explicit: incentives
for high quality services.

Evaluation scora:O

s. Encouraga Increased productIvIty. FundIng polIcies should include explIcit
Incentives for increasing productivity through the adoption of new educa
tIonal technology.

Since fixed and viU'iable funding provides sufficient: resources 1:0
accaDmoda1:e changing cos1: patterns caused by declining enrol.1ment:s,o
t:here Is little inc:en1:ive t:o increase produc:tivi1:y.

EvaluatIon score: 0

Key to evaluation scores:

does not satisfy criteria

Total evalua1:ion scc)re: 11

1
. satlsfles-crlter la

to a small degree

2
satlsfl~criterla
to.a large degree

3
fully satisfies

criteria



TABLE 12

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

rtmDING POLICY. FIXED AND VARIABLE rtmDING
SYSTEM: AREA VOCATIONAL-TECIINICAL INSTITtr1'£S

Current Tuition Policy Alternative Tuition Policy

Student! Net State Tuition State Tuition
Instructional Expenditures! Appropriations! Revenue Appropriations! Revenue

Licensed Net ADI! State ADM as a Percent State ADM as a Percent
Fiscal Staffing Expenditures! as a Percent Appropriations! as a Percent of Net Appropriations! as a Percent of Net

~ Rati02 ADM3 of F.Y. 1980 ADM . of F.Y. 1980 Expenditures ADM ofF.Y.1980 Expenditures

1982 1'1.20:1 $3,379 98.33\ $2,460 99.55\ 10.57\ $2,460 99.55\ 10.57\

1983 14.40:1 3,175 92.40 2,208 89.36 13.10 2,208 89.36 13.10 W
~

1984 14.39;1 3,178 92.48 2,210 89.44 13.08 2,153 87.12 14.88 I

1986 14.19:1 3,222 93.76 2,241 90.67 12.90 2,119 85.75 16.67

1988 14.10:1 3,243 94.36 2,255 91.24 12.81 2,130 86.18 16.67

1990 14.16:1 3,227 93.90 2,244 90.79 12.87 2,121 85.83 16.67

1992 13.63:1 3,301 96.06 2,295 92.86 12.59 . 2,160 87.40 16.67

19S4 13.25:1 3,438 99.99 2,388 96.62 12.09 2,231 90.26 16.67

H96 13.09:1 3,471 101.00 2,411 97.54 11.97 2,248 90.95 16.67

1998 13.05:1 3,480 101.26 2,416 97.77 11.94 2,252 91.11 16.67

2000 12.91:1 3,521 102.1111 2,11116 98.96 11.80 2,274 92.02 16.67

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and r.Y. 1983.
2 Includes instructional licensed positions.
3 Net expenditures exclude expenditures for supplies which are sold.



TABLE 13

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

FUNDING POLICY: FIXED AND VARIABLE FUNDINS
SYSTEM: COMMUNITY COLLEGE SYSTEM

Current Tuition Policy Alternative Tuition Policy

llaintenance State· Tuition Stat. Tuition
StudentI and Equipment Appropriationsl Revenue Appropriationsl Revenue
Faculty Expenditures H , E/FYE Stat. F\'E . alB a Percent State FYE as a Percent

Fiscal Staffing eM & E)I a. a Percent Appropriationsl a. a Percent of Net H &E Appropriational .s • Percent ofNetll&E
J.!!!- Ratio2 FYE of r.Y. 1980 rYE of F.Y. 1980 Expenditurea FYE of F.Y. 1980 ~enditures

1982 18.96:1 $2,162 92.28\ $1,"50 88.35\ 25.60\ $1."50 88.35\ 25.60\

1983 18.97:1 2,102 89.73 1,3"7 82.08 28.30 1,3"7 82.08 28.30 (.0,)

CD

198'1 18.96:1 2,108 89.97 1,353 82."1 28.22 1,306 79.57 30.53

1986 18.8211 2,165 92.'13 1,1107 85.70 27 ..... 1,290 78.58 33.33

1369 18.7211 .2.1711 92.79 1,111" 86.1" 27.33 1,29" 78.86 33.33

1990 18.83:1 2,155 91.98 1,397 85.11 27.58 1,28" 78.21 33.33

1992 18.59:1 2,19" 93.65 1,"32 87.26 27.07 1.306 79.56 33.33

199.. 18.23:1 2,255 96.27 1,"88 90.62 26.30 1,3"1 81.68 33.33

1996 18.22:1 2,257 96.36 1,"90 90.75 26.28 1.3"2 81. 76 33.33

1998 18.21:1 2,259 96.112 1."91 90.83 26.26 1,3"3 81.82 33.33

2000 18.30:1 2,2"5 95.85 1."78 90.06 26."2 1.335 81.32 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and r.t. 1983.
2 Faculty include unclassified positions in the following allocation categories--special outreach, atudent activities. atudent

services, library/audio visual, low ratio occupational, occupational program leadership, and general instruction.
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TABLE 1"

PROJECTED OUTCOMES IK COKSTANT DOLLARS'-

ruNDING POLICY: FIXED AND VARIABLE ruNDING
SYSTElfi STATE UNIVERSITY SYSTEK

Current Tuition Policy Alternative Tuition Policy

Kaintenance State Tuition State Tuition
Student! and Equipment Appropriations! Revenue Appropriations! Revenue
Faculty Expenditures H , E/nE State FYE .s a Percent State nE as a Percent

Fiscal Staffing (K , E)I 8S • Parcent Appropriations! as a Percent of K , E Appropriations! as 1I Percent of K , E
...!!!L P.ati02 FYE of F.Y. 1980 FYE of F.Y. 1980 Expenditures nE of F.Y. 1980 Expenditures

1982 18.3G:l $2,611 95.3'" $1,883 92.18\ 25.60\ $1,883 92.18\ 25.60\

1983 18.17:1 2,576 9".06 1,761 86.2" 29.30 1,761 86.2" 29.3G

198" 17.57:1 2,655 96.95 1,837 89.93 28."7 1,761 86.2" 31.32 W
to

1986 17.22:1 2,765 100.98 1,9"2 95.10 27.35 1,777 87.00 33.33

1988 16.86:1 2,8"9 10".02 2,021 98.97 26.56 1,828 89.52 33.33

1990 16.82:1 2,858 10".37 2,031 99."3 26."6 1,83" 89.81 33.33

1992 16.70:1 2,883 105.27 2,05" 100.57 26.23 1,8"9 90.55 33.33

199.. 16.20:1 2,990 109.19 2,156 105.55 25.31 1,916 93.81 33.33

1996 16.09:1 3,015 110.10 2,180 106.71 25.09 1,931 9".56 33.33

1998 16.32:1 2,96" 108.25 2,132 10".39 25.50 1,900 93.03 33.33

2000 16."1:1 2,9"3 107."5 2,111 103.36 25.69 1,886 92.36 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Includes instructional faculty positions and program supplement unclassified positions.



TABLE 15

PllDJECTED OUTCOMES IN CONSTANT DOLLARSt

nJIlDING POLICYI FIXED AND VARIABLE FUNDING
SYSTElh UNIVERSITY or HINHESOTA

~

CUrrent Tuition Policy Alternative Tuition Policy

State Stat.
Instructional Appropriations Tuition Appropriations Tuition

Student! Expenditures! Stat. for Instruction! Revenue State for Instruction! Revenue
Faculty Inatructional rYE Appropriationlll FYE as a Percent Appropriations rYE as a Percent

fiscal. Staffi~g Expenditures! as a Percent for Instruction! as a Percent of Instructional for Instruction! as a Percent of Instructional
Year Patio rYE3 of F.Y. 1980 FYE of r.Y. 1980 Expenditures FYE of F.Y. 1980 EXjlenditures

1982 14.30:1 $3,527 91.82\ $2.239 87.32\ 28.64\ $2,239 87.32\ 28.64\ I

1983 14.26:1 3.514 91.48 2.11" 82.43 31.85 2,114 82.43 31.85 -I='
0

1984 13.94:1 3.596 93.60 2,187 85.30 31.17 2,137 83.3" 3~.56

1986 13.43:1 3.750 97.62 2.319 90.41 29.99 2.193 85.53 33.33

1988 12.9911 3,899 101.49 2.445 95.36 28.93 2,274 88.66 33.33

1990 12.8811 3.936 102."6 2,117111 96.61 28.67 2,29" 89."6 33.33

1992 12.8411 3.951 102.85 2,490 97.09 28.57 2,302 89.77 33.33

1994 12.39:1 4,116 107.15 2,631 102.59 27.51 2,392 93.26 33.33

1996 12.0411 4,256 110.79 2.752 107.30 26.66 2,468 96.22 33.33

1998 12.0711 4.245 110.50 2,743 106.95 26.71 2,462 95.99 33.33

2000 12.1911 4,198 109.29 2,703 105.39 26.99 2,437 95.01 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 Faculty includes all unclassified staff in regular instructional activities.
3 Direct and SUPfort expenditures attributable to regular instruction and supported by state funds.



POLICY: CORE FUNDING

Description of the Policy

Thouqh similar to fixed and variable fundinq, core fundinq implies

the existence of small institutions which must be sustained with a pres

cribed minimum level of resources. This level of support is based on a

minimum breadth of instructionaJ. and support activities deemed necessary

for fulfillinq an institution's mission. The instructional and support

core, in effect-, may be the fixed cost of an institution capable of ser

vicing' a specified number of students. At. or below this enrollment, the

institution would be assured of the prescribed amount of resources. En

rollme."1.t.s above that level would qenerate additional resources based on

averaqe variable costs for other institutions.

S'U!l!I1\U'Y

Resource Manaqement

COre proqram fundinq is intended to preserve minimum educational

services at small institutions. Resources are provided on the basis of

proqram requirement.s, not the number of students served" Fundinq for

such a policy would be provided on a separate basis.. Therefore, qoverninq

boards would not be required. to maintain and support these institutions with

existinq resources.· As such, there are no incentives for innovative resource

m&naqement"

Equity

Core. fundinq would be equitable in that it would ensure minimum levels

of resources at small institutions in each system.

Recoqnition of COst Patterns

Core funding- does recoqn1ze cost patterns by providing- a minimum

resource base.
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This polley does not encourage the development of high quality services.

Rather, it guarantees minimum services consistent with the institutional

mission..

Productivity

By guaranteeing a resource base core funding does not encourage efforts

to increase. productivity•.

LB 2342 .M52 1982a
Minnesota Higher Education
Coordinating Board.
Preliminar~ evaluation of

'LB 2342 .M52 1982a
,Minnesota Higher Education
, Coordinating Board.
Preliminar~ evaluation of

LEGISLATIVE REFERENCE LIBRARY
STATE CAPITOL

SAINT. PAUL, MINNESOTA 551.Q.l
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Two and FClIU' Yea%' Collegia1:e Ins1:i1:u1:ions
Core Fund.ing

Criteria for evaluation of funding alternatives:

1. Provide Incentives for Innovative resource management. The funding method should
encourage governing boards to anticipate:hanging. needs for education and
training and to develop procedures for the reallocation of resources based
on priorities. .

!S~ cOX'e funding woul.d pl'O'l'ide SIIIall collegia1:e insti1:u1:iona
wi1:h a su:fficien1: resCllU'Ce base 1:0 offer a program conaisten1: wi1:h
'theho sta1:ed mission, regardJ.ess of the nU1llber of S1:Udents enrolled.
SiDee resources are fixed a1: 1:hese ins1:i1:U1:ions, no incentives exis1:
fOX' bnova1:ive resource management. The governing board pres\Dllably
WCIUJ.d no1: have discre1:ion 1:0 re-allocate core resClIU'Ces to other
1ns1:i1:u1:iona•

Evaluation score: 0

2. Provide resources In an equitable ~anner. The funding method should provide
funds to systems and instituticns in an equitable manner.

Thezoe are SIIIall insti1:u1:ions in all three colleg1a1:e sys1:ems. If
• policy IRIS established 1:0 provide resources for a core program
m all of these ins1:i1:U1:iona i1: would probably require addi1:ional
sta:te funcUng in order to assure equity. It would no1: be equitable to
:fImd core programs ou1: of resCllU'ces frClll larger inst:i1:utions because
8III&lJ. insti1:u1:iona are no1: equally dis1:r.ibuted in all aystema.

Evaluation score: 3

3e Recognize differlne cost patterns. The funding method should recognize that
costs differ based on factors such as size, mission, p'rcgram mix and that all
costs are variable in the long-run but some costs are fixed in the short-run.

A1: scme poin1: enrollmen1:s decline below the level a1: which resources
cma be proVided on 1:he basis of the n\Dllber of s1:uden1:s served.' Core
fuDcUng addresses this by providing a minlm\DII resource base.

Evaluation score: 6

Encourage ~uality. Funding policies shouid contain explicit incentives for
proviaingigh Guality services as demonstrated by clearly Identifiable
measures of performancee

WhiJ.. this pollcy may protec1: minimum program standards, i1:
does not eon1:ain explici1: incentives fer providing high quality
services.

Evaluation score: 0

s. Encourag. Increased prcductivity. Funding policies should Include explicit
incentives for increasing productivity through the adoption of new educa-
tIonal technology. '

Th!s pollcy does no1: encCllU'age increased produC1:ivity.

Evaluation score: 0

Key to evaluation scores:

does not satisfy criteria

Tot~l evaluation score: 6

1
satlsfi~crlterla
to a small degree

2
satlsfl~crlterla
to'a large degree

3
fully satisfies

criteria



TABLE 16

PROJECTED OUTCOMES IN CONSTANT DOLLARS1

IlIHDING POLICY: CORE PROGRAM FUNDING
SYSTEM: COMMUNITY COLLEGE SYSTEM

Current Tuition Policy Alternative Tuition Policy

Maintenance State Tuition State Tuition
Student! and Equipment Appropriations! Revenue Appropriations! Revenue
Faculty Expenditures II , E!FYE State FYE a. a Percent State m as a Percent

Fiscal Staffing (M , E)f as a PtlI'cent Appropriations! as a percent of Net M, E AppI'Ol\J'iations! as a PtlI'cent ofNetM'E
Yearo Ilatio2 rYE of F.Y. 1980 rYE of F.Y. 1980 Expenditures rYE of F.Y. 1980 Expenditures

1982 18.90:1 $2.167 92.52\ $1.456 88.71\ 25.53\ $1.456 88.71\ 25.53\
I

1983 18.86:1 2.111 90.11 1.356 82.62 28.18 1.356 82.62 28.18 -1=
-1=

198,. 18.82:1 2.118 90.44 1.3611 ~!.08 28.07 1.315 80.11 30.47
I

1386 18.63:1 2.179 93.03 1.1121 86.56 27.26 1.299 79.16 33.33

1988 18.56:1 2.191 93.55 1,1132 87.22 27.10 1.306 79.58 33.33

1990 18.65:1 2.161 92.25 1,1103 85.119 27.50 1.288 78.46 33.33

1992 18.118:1 2.224 911.96 1.463 89.13 26.68 . 1.326 80.81 33.33.
1991t 18.18:1 2.303 98.33 1.536 93.56 25.73 1.373 83.611 33.33

1996 18.16:1 2.305 98.112 1.538 93.68 25.71 1.3711 83.72 33.33

1998 18.18:1 2.303 98.33 1.536 93.55 25.73 1.373 83.63 33.33

2CiOO 18.22:1 2.291 97.81 1.524 92.86 25.87 1.365 . 83.18 33.33

1 Constant Fiscal Year 1980 dollars adjusted for funding reductions in F.Y. 1982 and F.Y. 1983.
2 r~culty include unclassified positions in the following allocation categorles--special outreach. student activities. student

services. 11broary/audio visual. low ratio occupational. occupational program leadership, and general instruction.
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