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COORDINATING BOARD ACTION

SUBJECT: RECOMMENDATIONS ON FUTURE FUNDING POLICIES FOR

DATE:

MINNESOTA POST-SECONDARY EDUCATION

JANUARY 27, 1983

The Coordinating Board made the following recommendaticns:

(1)
(2)

(3)

(4)

(5)

(6)

(7)

(8)

THAT the Coordinating Board commend the members of the Task
Force on Future Funding for the time and effort which they
devoted to the report

THAT the Coordinating Board endorse all seven of the
recommendations of the Task Force and transmit the report
and recommendations to the governor and the legislature.

THAT the governor, the legislature, and post-secondary
governing boards recognize that promoting quality programs

.and institutions must be the primary objective of any

funding policy.

THAT, to clarify the roles and responsibilities of governing
boards vis a vis the executive and the legislature, the
relevant statutes be amended to provide; specifically, that
the governing boards have the authority to:

a. reallocate all of their state funds;
b. close their institutions.

THAT the quality and productivity improvement fund, recom-
mended by the Task Force at the system level, be established
at the state level. .

THAT, since the development of new knowledge is vital to the
continued health of Minnescta's economy, the governor and
legislature should place a high priority on state investment
in basic and applied research and maintain or increase state
funding for this purpose. A formal reporting process should
be developed to ensure the effective use of these funds.

THAT a new funding base be developed for each post-secondary
system which would incorporate adjustments for the differing
effects of enrollment growth, funding reductions, and K
tuition rates since 1977.

THAT average cost funding should be the basic funding poliéy,'

for Minnesota public post-secondary education systems. The
policy should:

a. buffer funding changes associated with enrollment
changes; :




(9)

b. control for differential growth in programs and
levels of instruction;

c. be applied uniformly to all four public systems and

provide no special or separate legislative funding
for specific institutions or programs.

THAT the Legislature and Coordinating Board continue to
review funding policies and governance structures in an
effort to encourage coordination between systems and
sectors.




OVERVIEW AND RATIONALE

The Coordinating Board in 1980 established a speéial tésk
force to stﬁdy current funding policies for post;secondary
edﬁcation and to identify feasible alternative policies for the
future. Financial support for this effort was obtained from the
Ford Foundation.

N Cfeation of the Task Forcé was based on the concernvthat
current fﬁnding policies and budgeting proéedures will ndt |
'effectiQely maintain or enhance quality post-secondary education
during the>next 15 years. Current funding policies were
developed in a period‘ofrfiscal prosperity and ‘enrollment growtﬁ
in post-secondary education. 1In the future, however, enrocllments
are projected to decline substantially, and fiscal resources will
be séverely consfrained.

The Task Force cdmpletéd its work near the end of 1982 with
é final report containing findings and récommendations;» fhey N
Wéfé feleased in January and Were fhe SijectHoF the anﬁ@él
Meeting with.govefning boards. The ¢dordinating Boérd,.at:its

January 27th meeting, adopﬁed the following recoﬁmendatibns;

| (1) THAT the Coordinating Board commend the members of the .
~ Task Force for the time and effort which they devoted to the
report. : - L

(2) THAT the Coordinating Board enddrse all seven of the
recommendations of the Task Force and transmit the report
and recommendations to the governor and the legislature.




Ratioﬁale

| The Task Force consisted df 16 members representing educa- -
tion, government, and the public. For moré than two years they
invested generously of their time in conducting an extensive
review of post-secondary financing in Minnesota and how it might
be improved. The findings of the Task Force provide tHe basis
for bothrprocedural and policy recommendations that Will
‘'strengthen the quality of postfsecondary educafion during thé

next 15 years. They address the problems with current funding

policies and recommend alternative approaches. Summaries of Task

Force findings, recommendations, and membership are attached.

i In addition,‘the Coordinating Board made the following

specific recommendations which felate to the implementation of

the Task Force's recommendations.

(3) THAT the governor, the legislature, and post-secondary
governing boards recognize that promoting quality programs
and institutions must b2 %he primary anectlve cf any.
fundlng pollcy.
Rationale
The Task Force on Future Funding found that current;funding?
policies for poét—secondary education will not preserve or.
enhance the quality of services. A high quality system'of‘v
- post-secondary education, however, contributes directly to‘a
highly skilled and reliable workforce which, more than any dther

factor; will help promote the growth and vitality of the state

economy. Consequently, the preservation and enhancement of high




quality post-secondary education services must be the primary
objective of any funding policy.

In a period of declining enrollments and constrained
budgets, the quelity of post—secondaey education may be eroded if
" fewer and fewer dollars are spread across all institutions and
programs. If the state attempts to maintain all of its existing
commitments, it will end up with a uniformly mediocre system of

~institutions and services.

(4) THAT, fo clarify the roles and responsibilities of
governing boards vis a vis the executive and the legisla-
ture, the relevant statutes be amended to provide,
: igec1f1cally, that the governing boards have the authorlty
a. reallocate all of their state funds;
b. close their institutions.
Rationale
The Task Feree has fecommended that the specific roles and
responsibilities of governing boards be clarified. Specifically,
the Task Force stated that the governingj bnmards of the systems
muet have the maximum amount of discretion with respeet to policy
aﬁd_allocation decisions regarding their institutions{' |
Currently, the Board of Regents of the Unlver31ty of
Minnesota and the State Board for Vocatlonal Education are
“limited in thelr authorlty to reallocate certain funds, The
Board of Regents receives special state appropriations which'are _; 
dedicafed to specific purposes and may not be reallocaﬁed. |

Instructional aids for the AVTIs must be allocated by the State




Board forVVocational Education according to the formule specified
in statute.

Further, there exists some uncertainty about the extent to
which governing boards have the authority to make the full range
of possible decisions regarding the number and tYpe of services
and institutions in their eystems. If the boerds are to manage
effecti?eiy in a period of declining enrollment and‘resources,
these authorities should be clarified in statute. By specifying
" these authorltles, the legislature would make clear its expecta-'
tions and support for governing board policy and reallocation

decisions.

(5) THAT the quality and productivity improvement fund,
recommended by the Task Force at the system level, be
established at the state level.

Rationale

The Task Force has recommended the establishment 0f a
quality and productivity improvement process for Minnesota public
.poSt;seconoary”education. - A fund equaling one'percent of ell |
1nst1tut10ns‘ operatlng expenditures should be establlshed to

support quality and product1v1ty 1mprovement efforts such as

measurement of program effectiveness or use of new technology. AT

process targeted spec;flcallyrat quality and product1v1ty
improvement is essential. Such a fund, however, should be
established at the state rather than the system level. A state' 
level process would promote competition fo: funds end ensure that‘

the institutions with the most promising proposals, regafdless of




system, would receive funds. It also could encourage coordina-
tion between systems.

Funds would be awarded through a competitive grant process.
Institutions would submit proposals for quality or productivity
imbrovement efforts. The proposals would be evaluated on tﬁe
basis of merit by a committee with faculty, administrative and
student representation from each system. The committee would
award grants to the_institutioné with the most promising pro—'

posals.

"(6) THAT, since the development of new knowledge is vital
to the continued health of Minnesota's economy, the governor
and legislature should place a high priority on state
investment in basic and applied research and maintain or

increase state funding for this purpose. A formal reporting

- process should be developed to ensure the effectlve use of
these funds.

Rationale

Economic conditions determine the type and number of
employment opportunitieé for Minnesota residents and others. If
there is limited or no growth in the economy, skilled manpower

~cannot be utilized.‘ Thé—economy‘of Minnesota is based on

1ndustr1es ‘which requ1re new 1nformat10n, different and new ways.'
to apply ex1st1ng knowledge and high technology. The developmentZ"'f u

‘oflnew knowledge and procedures to 1mplement this information is

crucial td'the health and vitality of the state economy.

Research accomplishments in Minnesota have been beneficial to the'”

vfegion, nation, and world as well. State supported research

conducted in post-secondary education has been instrumental in




the discovery of new knowledge in agriculture, mining, the
environment, medicine, and computer science. Research invest-
ments of this type should be continued in order to maintain
Minnesota's‘competitive position in the region and nationally. In
the future, however, the governor and legislature should require
annual reporting on the use of research funds and the outcomes of
research efforts supported in part or wholly bylstate resources.
The repbrts should include an assessment of the quality and
relative national ranking of research faculty suppdrted by . tax
dollars so that an asseésment can be made of our ability tb

successfully conduct basic and applied research in Minnesota.

(7) THAT a new funding base be developed for each post-
secondary system which would incorporate adjustments for the
differing effects of enrollment growth, fundlng reductions,
and tuition rates since 1977.

N
Rationale

The Task Force recommended that the state shouldvhonér the
commitment 6f the bulge funding policy; This pollcy was
lestabllshed in 1977 to reduce state revenue requ1rements durlng_a
kperiod of temporary enrollment growth and minimize the need for
retrenchment.until enrollments declined be1ow 1977 1evelé, ‘THe‘t
implicit commifmentbﬁhen the policy began was that n0»sta£é Funds
would be withdrawn until enrollments declined below the bﬁlée
enrollment base. Wﬁile the Task Force recdmmendation shduld be
supported, it also must be recognized that strict adherence to
the bulge policy severely complicates the ihplementationiof a new

funding policy. Since enrollments in the Community College




System are not projécted to decline below the bulge enroliment
base, a new Funding policy never would be applied to this system.
Since the bulge policy was not applied to ths AVTIs, a base year
for this system must be selected. 1In order to simplify the
implementation of a new funding poliéy, a new funding base should.
be developed for each system.A This base would incorporate
adjustments for the differing effects of enrollment growth,

funding, reductions and tuition rates.

(8) THAT average cost funding should be the basic funding
policy for Minnesota public post-secondary educatlon
systems. The policy should:

a. buffer funding changes 353001ated w1th enrollment
changes;

b. control for differential growth in programs and
levels of instruction;

c. be applied uniformly to all four public systems and
provide no special or separate legislative funding
for specific institutions or programs.

Rationale
The Task Force has recommended buffered average cost funding
as the‘state's primary funding policy for post-secondary educa-

tion. The average‘cdst funding policy would'be used by.the

governof and ths legislaturelfo determine system level apprdpria—  _”

tlons and would not requ1re governlng boards to spend the funds A'y e

in a partlcular manner.' The Task Force recommended that the
buffering be accomplished by basing Funding on the amerage*of
enrollments invthe two years.pridr to the year being funded..n
Funding would be‘ diffsrentiated by level of instruction and

program cost. The policy would be implemented uniformly for all




four systems. All resources for instruction for all institu—
tions, would be provided by this policy and no separate or
special funding arrangements for specific institutions would be
provided.

The proposed policy is the most desirable approach to
~funding Minnesota public post-secondary education in the future
because it rould help preserve and enhance the quality of
services.//%ince funding would be enrollment related and,
..Vcﬁnsequently, would decline,.governing boards would have the
'incentive to manage‘resources as effectively as possible.
Enrollment related fdnding would also‘encourage systems to offer
vtﬁe best possible services in order to attract students. ASince
the policy would be aﬁplied uniformly to all systems, no one
system would have a funding advantage. .Finally,'the recommended
policy would recognize fixed costs in the short term by ﬁsing a
two-year éverage of enrollmentss//Following are several specific
suggestions regarding implementation of the new policy. |

Fundlng should be based on actual enrollmentg in the year

' two‘years' prlor to the one be1ng funded rather than the averagel
o of enrollments in the two prlor years. The use of a two- year vw;l,“
‘laverage for fundlng would nece531tate the use of progected o
enrollments to determlne fundlng levels in the second year of rhe

biennium. The use of enrollments in thelyear two years' prlor
would eliminate thi$ need to use projécted enrollmenté. Funding
lerels could alwayglbe based on actual enrollménlé or rela’c}ivelybi~

accurate estimates of actual enrollments. In this manner,
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funding levels would not be subject to the potential inaccuracies
of enrollment projections.

The policy should fund systems on the basis of actual costs
~of instruetidn per full-year equivalent (FYE) or average daily
membership (ADM) enrollments. The costs per FYE or ADM would
include all costs associated with direct instrdction and all
support costs attrlbutable to instruction. A matrix which
displays the average cost per FYE or ADM differentiated by level
of instruction and program cost factor (high, medlum or low)
would be developed for each system. The average cost of pfograms
in e2ach cell of the matrix along with the actual enrollment two
years' prlor in those programs would determine expendlture levels
for those programs. System expendltures would be the sum of all
cell expenditures. Since the actual average costs would be from
two years' prior, adjustments for changes in personnel and
non- personnel costs would also be requ1red.

- The use of actual enrollments in the year two years' erlor
to the one being funded could result in an enrollment related
incfease (decrease) in funding when»the‘policy‘is fifst ihple— .}

mented in a system w1th decllnlng (1ncrea31ng) enrollments. dIn

order to avoid such an unwarranted increase (decrease), enroll-,

‘ment related funding adjustments should be delayed cne or two
“years until the funding level under the new policy declines below
(rlses above) the funding level in the year prlor to 1mplementa-

tion of the new pollcy.
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(9) THAT the Legislature and Coordinating Board continue
to review funding policies and governance structures in an
effort to encourage coordination between systems and

sectors.
Rationale

Collaboration and coordination in the provision of educa-
tional services is a primary way to improve the efficiency and
effectiveness of the services. Efficiency and effectiveness are
particularly importanf in a period of limited resourcés and
declining enrollments. Collaboration and coordination need not
be limited fo posthecondary education. Elementary,‘secondary;
and post-secondary education institutiﬁns could benefit from
increased cooperation. Consequently, funding policies and
governance structures must be continuously reviéwed to.ensure
that they encourage increased collaboration and coordination
between systems and sectors in the provision of educatioﬁal

services.




SUMMARY OF TASK FORCE FINDINGS AND RECOMMENDATIONS

FINDINGS

1. Current funding policies will not preserve or enhance the
quality of post-secondary education in Minnesota.

2. Current funding policies and governance structures do not
encourage collaboration and coordination between institu-
“tions, systems, and sectors.

3. The distinction between the governing and management roles 7
of the lay governing boards and the broad funding and policy
roles of the legislature has been blurred.

4, The bulge funding policy accomplished its objective of
reducing state funding requirements for the collegiate
systems in a period of increasing enrollments.

5. Current funding policies do not consistently encourage
innovative resource management. :

6. Minnesota public post-secondary systems have been treated
inequitably because there is no comprehensive funding
policy. -

7. Current funding policies do not'cdnsistently relate fuhding
to levels of enrollment and the costs associated with those
levels. , -

8. Current funding policies do not encourage systems to
increase th=2ir productivity. ‘

9. The current AVTI pfogram funding policy is not an ;
educationally or fiscally sound policy in a period of
constrained resources and decllnlng enrollments. :

10; 7The split budget review and approprlatlons process for‘ | BRI
' post-secondary education inhibits development of comprehen31ve"9f'
'-pollcles for the systems of post secondary educatlon.

11. Tu1t10n is the most powerful finance factor avallable Forv
changing the state®'s funding obligation for post- secondary
‘educatlon. ;




RECOMMENDATIONS

1.

A mechanism to reallocate one percent of all expenditures
and all savings in order to encourage improvements in the
quality and productivity of post-secondary educatlon should
be establlshed. ,

Greater collaboration and coordination between institutions,
systems, and sectors must be encouraged.

The state should honor the conmitment of the bulge fundlng
policy as enrollments decline.

The state should adopt a comprehensive cost related tuition
policy for post-secondary education and adjust funding for
need based financial aid to prevent loss of access by low
income students.‘ o

The governing boards of the systems must have the maximum
amount of responsibility and discretion with respect to
policy and allocation decisions regardJng their
institutions. Legislative involvement in policy and
allocation decisions regarding individual institutions
should be discouraged.

Post-secondary education appropriations decisions should be
unified under one committee in each legislative body.

Average cost funding should be the basic funding policy for

Minnesota public post secondary education systems. The

policy should:

a. buffer funding changes associated w1th enrollment
changes;

b. control for differential growth in programs and levels
of instruction;

c. be applied uniformly to all four public systems and

~ provide no special or separate leglslatlve fundlng for

SpSlelc 1nst1tut10ns or programs. : '
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MEMBERSHIP

and_Government

o

o

0

‘ Legislatu

Dr. John Feda, Commissioner of Education;

Dr. Garry Hays/Dr. Jon Wefald, Chancellor of the State
University System;

Dr. Philip C. Helland, Chancellor of the Communlty
College System;

Mr. James Krause, Member of the Higher Education
Coordinating Board;

Dr. C. Peter Magrath, President of the Univérsity of
Minnesota; , ‘

Mr. Wilbur Nemitz, Representative of the“Mlnnesota
Association of Private Post-Secondary Schools on the
Higher Education Advisory Council;

Dr. Marion Shane, Executive Director of the Private
College Council. ’

Mr. Allen L.‘Rudell,>Commissioner of Finance

re

o]

i'Lay Membe

Representatlve Lyndon R. Carlson, Chairman of the
Education DlVlSlon, House Appropriations Committee;

Senator Jerome M. Hughes, Chairman of the Sénate
Educatlon Committee;

Representatlve Carl M. Johnson, Chairman of the House
Educatlon Committee;

‘Senator Tom A, Nelson, Chalrman of the Education Sub-

commlttee, Senate Finance Commlttee°

rS‘: :

0

Mr. James Hetland Vlce Pre31dent, First Bank Mlnne— .

‘apolls,.“”

‘Mr. Norman Indall, Winona, former mayor of Wlnona'and

head of Social Science Department, Wlnona publlc

schools;

Mr. Verne Johnson, Vice President for Strategic

Planning, General Mills Corporation, Governor's

Representative;

Dr. Hazél Reinhardt, Director of Research, Minneapolis
Star and Tribune. : T




HUMAN RIGHTS STATEMENT

“The Minnesota Higher Education Coordinating Board has
committed itself to the policy that there shall be no discrimination
on the basis of race, creed, color, sex, age, handicap or national
origin in its programs, activities or employment policies as re-
quired by Title IX of the Education Amendments of 1972,
Rehabilitation Act of 1973, and other applicable laws, regulations
and Executive Orders.

inquiries regarding compliance may be directed to Office of
Personnel and Affirmative Action, Minnesota Higher Education
Coordinating Board, 400 Capitol Square, 550 Cedar Street, St.
Paul, MN 55101, (612) 296-3974, or to the Director of the Office of
Civil Rights, Department of Health, Education and Welfare,
Washington, D.C. 20201.”









