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Throughout the 1980s and 1990s, affordability of higher education has been a growing 
concern among policy makers in Minnesota. Tuition has increased rapidly at all types of 
institutions, public and private. As a result, more students may need help to meet rising 
educational costs. 

In June 1993, the Legislative Audit Commission directed the Program Evaluation 
Division to determine why higher education tuition has increased in recent years and to 
identify what types of students have received help from the state's grant program. This 
report shows that tuition has risen at public institutions primarily because of a shift in 
Minnesota's higher education funding policy, resulting in relatively less reliance on state 
appropriations and more on tuition revenues. At private colleges, the increase has 
resulted mainly from a rise in instructional spending in excess of inflation. 

This report also shows that the state grant program, operating in conjunction with the 
federal Pell grant program, is generally working as envisioned by the Design for Shared 
Responsibility and is providing aid primarily to students from families whose incomes 
are below the state median. However, a full analysis of student fmancial aid issues is not 
possible without more complete data on financial aid received by students from all 
sources. 

We received the full cooperation of the four public and two private higher education 
systems as well as the Higher Education Coordinating Board. 

The report was researched and written by Marilyn Jackson-Beeck (project manager), 
Scott Leitz, Jo Vos, and John Yunker. 
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Higher Education Tuition and 
State Grants 
EXECUTIVE SUMMARY 

Higher education accounts for 13 percent of Minnesota's budget and in
volves more than 300,000 students at campuses throughout the state. For 
every 1,000 residents, Minnesota has more students enrolled in postsecon

dary schools than in the nation as a whole, and enrollees are much more likely to 
receive state support in the fonn of grants. 

But in recent years, despite state taxpayers' substantial funding, the cost to attend 
college has increased so much that many students and their families have diffi
culty affording higher education. The Legislative Audit Commission directed our 
office to study tuition and student financial aid, focusing on these questions: 

• How fast has tuition for Minnesota higher education systems grown 
since the early 1970s, and how do tuition rates and trends for 
Minnesota institutions compare with national averages? 

• What are the main reasons for tuition increases in Minnesota? To 
what extent does expenditure growth explain the increases? 

• How is state grant money allocated to individuals in coordination with 
federal Pell grants, and what are the state's goals for the grant 
program? 

• Do students face undue barriers in applying for state grants? 

• How much aid do lower-income students receive from the state grant 
program? Why do middle- and upper-income students also receive 
grants? ' 

The state's six higher education systems include the University of Minnesota, state 
universities, community colleges, technical colleges, private four-year colleges, 
and private vocational schools. To address questions regarding tuition, we exam
ined trends for all six systems between 1971 and 1993 and compared tuition in
creases with changes in the Consumer Price Index and Minnesota's per capita 
income. We also compared Minnesota's tuition growth with national trends. 
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Average tuition 
and fees range 
from $1,756 to 
$12,196. 

mGHER EDUCATION TUITION AND STATE GRANTS 

Finally, we looked at the factors that have contributed to tuition growth in Minne
sota l 

To address questions regarding financial aid. we reviewed statutes and fonnulas 
that govern the allocation of state grant money, reviewed application fonns, and 
analyzed data on state grant recipients. The Higher Education Coordinating Board 
provided detailed financial infonnation from application fonns completed by 
nearly 62,000 individwiI grant recipients for the 1992-93 academic year, which 
was the most recent available for our study. The board also provided descriptive 
data about the recipients from its statewide enrollment data base. 

In general, our results show that tuition growth for all six systems of higher educa
tion has greatly exceeded inflation since 1981, and tuition in Minnesota is some
what higher than national averages. The main reason for tuition growth for the 
four public systems has been state policy, which has caused them to rely more on 
tuition revenue and less on appropriations. Expenditure growth was the most im
portant explanation for tuition growth at private four-year colleges. 

At the same time, we found that the maximum size of state grants has steadily in
creased because it is directly tied to the increased cost of higher education. Al
though the application process may be difficult, we concluded that it is appropriate 
to the state's need for detailed financial infonnation. The law does not require that 
state grants go only to disadvantaged students, but we found that most of the 
money has gone to students whose families have less than the median income for 
Minnesota. Other students also qualify mainly because they demonstrate financial 
need or face special circumstances. 

TUITION 

As is the case across the nation, tuition and fees in Minnesota are generally higher 
at private institutions than at public institutions. In addition, four-year schools typi
cally chatF;e more than two-year schools. For the current 1993-94 academic year, 
annual tuition and fees for Minnesota's public systems range from $1,756 at the 
technical colleges to $3,639 for the Morris campus of the University ofMinne
sota. The average tuition and fee chatF;e for the community colleges is $1,766, 
while the average for the state universities is $2,534. In contrast, the average for 
private vocational schools is $4,443, and the average private college chatF;e is 
$12,196. 

Trends 

Tuition has grown significantly in Minnesota since the early 1970s. Between fis
cal years 1971 and 1993, tuition and required fees grew more than 500 percent at 
the University of Minnesota, the state universities, and Minnesota's private col-

1 A thorough examination of the private vocational schools was not possible because of lack of 
data. Also, our analysis of tuition at private four-year colleges was limited to the 16 members of the 
Minnesota Private College Council. 
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I Since 1981, the 
. Consumer 
Price Index 
increased only 
64 percent 
while tuition 
rose 118 to 334 
percent. 

Tuition and Required Fees, 1971-93 
1971 

University of Minnesota 
State Universities 
Community Colleges 
Technical Collegesa 

Private Colleges 
Private Vocational Schools 

$ 522 
379 
353 

o 
1,671 

NA 
Note: Figures are not adjusted for Inflation. NA = Not available. 

8Tuition only. 

1981 

$1,132 
726 
637 
373 

3,674 
1,851 

1993 

$3,200 
2,276 
1,687 
1,618 

11,467 
4,033 

leges, while the Consumer Price Index grew only 259 percent. The relationship 
between tuition increases and inflation, however, was different in the 1970s than 
in the period since the early 1980s. In particular: 

xi 

• From 1971 to 1981, tuition increased at rates which were generally less 
than or about equal to the inflation rate, but since 1981, tuition 
increases have greatly exceeded inflation. 

Between 1971 and 1981, tuition growth at the University of Minnesota (117 per
cent), state universities (92 percent), and community colleges (80 percent) was 
less than the growth in consumer prices (118 percent). Only tuition increases at 
private colleges (120 percent) slightly exceeded the inflation rate. 

However, since 1981, tuition growth for all six systems of higher education has 
greatly exceeded inflation. While consumer prices increased only 64 percent be
tween 1981 and 1993, tuition increased 183 percent at the University of Minne
sota, 213 percent at state universities, 165 percent at community colleges, 334 
percent at technical colleges, 212 percent at private colleges, and 118 percent at 
private vocational schools. 2 Tuition increases for all higher education systems ex
cept the private vocational schools have exceeded even the growth in medical care 
prices since 1981. 

Compared with trends in Minnesota per capita income: 

• Tuition generally became more affordable during the 1970s, but 
increasingly less affordable during the 1980s and early 1990s. 

From 1971 to 1981, per capita income grew 155 percent compared with tuition in
creases ranging from 80 to 120 percent. Between 1981 and 1992, however, per 
capita income grew 87 percent while tuition increases for Minnesota's higher edu
cation systems ranged from 113 to 316 percent. Over the entire period 1971 
through 1992, tuition generally became less affordable, except at the community 
colleges where tuition growth (353 percent) was less than per capita income 
growth (378 percent). 

2 Technical colleges experienced the highest growth rate because, prior to 1979, they did not 
charge tuition to Minnesota residents under the age of 21. 
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reasons for 
public tuition 
increases are 
inflation and a 
decreased 
reliance on 
state funds. 
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In general, we found that: 

• Tuition increases for Minnesota's colleges and universities tended to 
reflect nationwide trends. 

Tuition at the technical colleges, private colleges, and the University of Minnesota 
increased faster than national averages for those types of institutions. Tuition 
growth was slower than average at the community colleges and state universities. 

Comparisons 

Our study showed that: 

• Tuition and required fees for Minnesota's four public systems and 
Minnesota's private colleges exceed national averages. 

The difference between Minnesota tuition and national averages is particularly no
ticeable for public two-year colleges. In 1993, tuition rates for Minnesota's com
munity colleges and technical colleges were almost two-thirds higher than the 
national average for public two-year colleges. Minnesota tuition rates exceeded 
national averages by 24 percent at the University of Minnesota, 4 percent at the 
state universities, and 19 percent at private colleges. 

Reasons for Tuition Increases 

Overall, we found that: 

• The most significant cause of tuition increases at Minnesota's public 
colleges and universities was increased reliance on tuition (or 
decreased reliance on state appropriations) to fund instructional 
spending, but inflation was also an important factor. 

Between 1978 and 1992, Minnesota's public systems of higher education came to 
rely more on tuition revenue, and less on state appropriations, mainly because of 
state-level policy decisions. Tuition revenue per student grew 251 to 263 percent 
at three of the public systems and 641 percent at the technical colleges. In con
trast. state appropriations per student increased 92 percent at the University of 
Minnesota and 78 percent at the other three public systems. As a result, the share 
of instructional expenditures that was financed by tuition revenue increased from 
29 to 42 percent at the University, 23 to 38 percent at the state universities, 24 to 
39 percent at the community colleges, and 9 to 29 percent at the technical colleges. 

Our research showed that increased tuition reliance explained about half of the tui
tion growth at the University of Minnesota, state universities, and community col
leges, while about 40 percent of the growth was due to inflation. At the technical 
colleges, 75 percent of the tuition growth was due to increased tuition reliance, 
and 17 percent was due to inflation. Spending increases in excess of inflation 
were responsible for 9 to 18 percent of the tuition growth in the four public sys-
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Private college 
tuition growth 
is largely due 
to increased 
instructional 
spending and 
inflation. 

Percentage Increases in Instructional Revenue per 
Student for Public Systems, 1978-92 

_Tuition 
~ Appropriations 

University of 
Minnesota 

State 
Universities 

Community 
Colleges 

641% 

Technical 
Colleges 

xiii 

terns. In two of the systems (state universities and community colleges), most of 
the growth in spending beyond inflation was due to significant increases in em
ployees' fringe benefits. 

In contrast to the reasons for public sector tuition increases, we found that: 

• Instructional spending increases in excess of inflation accounted for 
almost half of the tuition growth at Minnesota's private colleges, while 
inflation was responsible for about one-third. 

From 1980 to 1992, instructional and related overhead spending accounted for 47 
percent of the tuition increases at Minnesota's private colleges. Inflation ac
counted for 36 percent of the growth. The remaining 17 percent of the tuition 
growth resulted from the net effect of other factors such as increased financial aid, 
increased public service spending, increased non-tuition revenues, and enrollment 
changes. 

These results for Minnesota are similar to the conclusions that researcher Arthur 
Hauptman reached about national tuition trends from 1970 to the mid-1980s. In 
his 1990 book, The College Tuition Spiral: An Examination o/Why Charges 
Are Increasing, Hauptman found that the relative decline in state appropriations 
as a funding source for higher education was the main source of public sector 
tuition increases. For private colleges and universities, he similarly found that 
spending increases in excess of inflation were most important. 
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Sources of Tuition Growth, 1978-92 
Private 

University of State Community Technical Four-Year 
Minnesota Universities Colleges Colleges Collegesa 

Inflation 41% 40% 42% 17% 36% 
Tuition Reliance 43 51 48 75 
Instructional Spending 15 15 18 9 47 
Enrollment b 1 -6 -8 -1 -4 
other Factors -..2.1 
Totals 100% 100% 100% 100% 100% 

aExplains tuition growth from 1980 to 1992. 

blnc/udes non-instructional spending and tuition reliance, which is the percentage of instructional expen
ditures financed by tuition revenue. 

STATE GRANT PROGRAM 

According to Minn. Stat. §136A.095, the purpose of the state grant progl'3lll is to 
encourage the educational development of economically disadvantaged students at 
institutions of their choice. However, the law puts no specific limit on recipients' 
income and provides no definition of disadvantaged. Instead: 

• Students who receive state grants must meet the technical definition of 
"financial need," but they do not necessarily come from low-income 
families. 

The state grant progl'3lll defines financial need as the amount of money a student 
would need to pay half of the recognized cost to attend a specific Minnesota 
school after subtracting the family's expected contribution and a federal Pell grant, 
if any. In other words, the same student could be needy if attending a high-cost 
school but not a low-cost school. 

Allocation of Money 

Besides tuition and fees, the cost of higher education includes living and miscella
neous expenses such as books, supplies, and transportation. Although these vary 
with students' choice of program and living arrangements, the state grant progl'3lll 
calculates a "cost of attendance" for each of the 169 participating Minnesota 
schools. During the 1992-93 academic year, the average cost of attendance was 
about $5,700 for the community and technical colleges, $6,300 for the state univer
sities, and $7,000 for the University of Minnesota. The average cost of attendance 
was about $8,000 for private vocational schools and $11,700 for private four-year 
colleges. In addition, some students at private schools faced additional costs for 
tuition and fees that exceed limits that are built into the state grant progl'3lll. 

Half of the cost of attendance is students' responsibility and is called the "student 
share." Every state grant recipient is equally responsible for the student share, re-
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All students, 
regardless of 
income, are 
responsible for 
at least half 
their 
educational 
costs. 

gardless of financial status. Students may use savings, earnings, loans, gifts, schol
arships, additional grants, and other means to pay their portion of attendance costs. 
The other half of the cost of attendance, called the "family-govemment share, II 
may be paid by families and the federal Pell grant program, and if necessary, by 
the state grant program. 

A complex federal formula determines how much students' families are expected 
to contribute toward the cost of attendance. Generally, as total family income 
(taxed and untaxed) and net worth increase, the size of the expected family contri
bution increases. Conversely, as family size, number of children in college, and 
the age of the older parent increase, the expected family contribution decreases. 
However, the family is not required to contribute what the formula indicates. 

Parents are expected to contribute toward the family-govemment share of costs if 
their children are dependent on them for financial support. The situation is differ
ent for independent students, defined as those who are at least 24 years old, mar
ried, a veteran or a ward of the court, or have dependents of their own. 
Independent students, and their spouses if applicable, are themselves expected to 
contribute toward the family-government share and also must take responsibility 
for the 50 percent student share. 

After calculating the expected family contribution, the state grant program sub
tracts this amount from the family-government share (that is, half of the cost of at
tendance) along with any federal Pell grant a student may receive, and the state 
fills any remaining difference. Since the federal program is specifically designed 
to serve the lowest income students and is awarded first, this means that some 
very low-income students may not receive state grants. In these cases, the state 
grant program has determined that the students' financial need as defined by the 
state grant program will be met by the federal government. 

Overall, we estimate that Pell grants supplied as much as $43 million to students 
who did not receive but might otherwise have been eligible for state grants in fis
cal year 1991. The Higher Education Coordinating Board does not maintain data 
on these students, so their number and characteristics are not known in precise 
terms, but they are most likely low-income students attending low-cost Minnesota 
schools. 

During the course of our study, we also learned that: 

• From the 1983-84 through 1992-93 academic years, the Higher 
Education Coordinating Board followed a procedure that, for some 
students at private schools, resulted in enlarged state grants and 
increased costs to the program. 

Until the 1993-94 academic year, when the practice stopped, staffroutinely sub
tracted the difference between independent students' actual and capped tuition and 
fees from their expected family contributions. Depending on the results, this 
could increase the size of the state grant. We estimate that the practice cost the 
state grant program about $3 million during the 1992-93 academic year alone. 
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Application Process 

To simplify the process for students, the federal government uses the same applica
tion fonn for almost all of its financial aid programs, and Minnesota has adopted 
this fonn as well. Forthe 1992-93 academic year, the form contained more than a 
hundred questions regarding family size, income, assets, expenses, and more. 
Now, although the fonn is somewhat shorter, the application process remains 
somewhat similar to filing income taxes. However, we concluded that: 

• The grant application process is necessarily complex because the state 
grant program must distinguish among families with differing abilities 
to pay their share of education costs. 

In general, the state and federal government expect families with higher income to 
pay for most if not all of their students' expenses. Conversely, since grants are not 
exclusively for lower-income students, the government needs various income and 
asset data to determine what if anything families can afford to pay. 

At the same time, there is reason to be concerned about the application process be
cause some evidence suggests that fewer low-income students applied in 1993 
compared with 1983. There are a number of possible reasons for the apparent de
cline but no conclusive explanation for it. Our suggestion is that application 
trends should be monitored, and the Higher Education Coordinating Board should 
continue its recently targeted infonnation campaign for low-income parents of ele
mentary and secondary students. 

Recipients 

Nearly 62,000 Minnesota students received state grants totaling $82.7 million dur
ing the 1992-93 academic year. Adding federal Pell grants, they received a total 
of$153.4 million. About two-thirds of the recipients were dependent students, 
and one-third independent. Because dependent state grant recipients differ signifi
cantly from independent recipients, we analyzed their grants separately. 

During the 1992-93 academic year, dependent students received a total of $62.6 
million from state grants and $97.3 million in combined state and Pell grants. The 
median state grant for dependent students was $1,218, and their median combined 
grant was $2,504. Independent students received $20.1 million in state grants and 
$56.1 million in combined grants. The independent students' median state grant 
was $477, and their median combined grant was $2,501. 

To detennine the extent to which the state grant program served lower-income stu
dents, we first identified those whose family incomes fell below federal poverty 
guidelines for their family size. Second, we classified state grant recipients ac
cording to the income distribution of Minnesota families from the 1990 U.S. Cen
sus. Lower-income students were defined as those with family income of$31,235 
or less, which put them at or below the 40th percentile for all Minnesota families. 
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Overall, state grant recipients' median total income was well below the statewide 
median of$36,916. Dependent grant recipients had median incomes of$27,870; 
independent grant recipients had median incomes of$1l,544. Also: 

• During the 1992-93 academic year, there was a higher proportion of 
persons in the state grant program whose family income was below the 
federal poverty line than in the Minnesota population. 

According to 1he census. 7 percent of Minnesota families had incomes below the 
federal poverty line. By comparison, 16 percent of dependent state grant recipi
ents had total incomes that low. They received 12 percent of the state grant 
money and 21 percent of combined state and Pell grant dollars. The proportions 
were even higher for independent students since 1heir mcomes were generally 
lower. Almostone-half(48 percent) had total incomes below the federal poverty 
guideline for1heir family size. They received 35 percent of1he state grant funds 
that went to independent students and 53 percent of the combined state and Pell 
grant money. 

Similarly, 

• Most state grant recipients came from families whose total family 
income put them among the lowest 40 percent of all Minnesota 
families, and they received most ofthe grant money. 

According to 1he 1990 U.S. Census, 40 percent of Minnesota families had in
comes of$31,235 orless. However, during the 1992-93 academic year, 59 per
cent of the dependent state grant recipients had total incomes below $31,236, and 
these students received 59 percent of the state grant money. When Pell grant 
money was also considered, 68 percent of the combined state and federal grant 
money went to lower-income students. Further, 91 percent of the independent 
state grant recipients had total family incomes below $31,236, and these students 
received 87 percent of1he state grant money and 94 percent of1he combined grant 
money. 

Al1hough state grants went mainly to lower-income students, we also found that: 

• Because federal PeIl grants are targeted to the poorest students and 
awarded first, the state grant program paid less to the lowest income 
students and more to those in the next higher income bracket. 

The state grant progI3l11 provided a median grant of only about $800 to dependent 
students whose family income was $10,000 or less, but Pell grants provided 
$2,200 more. At income levels from $25,000 to $35,000 (still below 1he statewide 
median), 1he state grant program provided a median grant of $1,444, while the Pell 
program provided substantially less, $550. Above the $35,000 income level, the 
state grant program provided more money (a median grant of$I,219) 1han the Pell 
program ($0), while 1he total amount of money continued to decline. The pattern 
for independent students was similar, except for a small number of upper-income 
recipients. 
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State Grants in Relation to Minnesota Family Income 

Dependent Students Independent Students 

State Grant Dollars 
2% 

Combined State and Pell Grant Dollars 
5% 1% 

• 
Lower Income • Middle Income D Upper Income 
(Bottom 40 percent) (Middle 20 percent) (Top 40 percent) 

Note: Percentages may not total to 100 due to rounding. 

Concerning the upper-income grant recipients, we found that 16 percent of depend
ent state grant recipients and 2 percent of independent recipients had family in
comes over $42,889, which would put them at or above the 61st percentile of all 
Minnesota families. Together, these students received about 12 percent of state 

grant funds and 7 percent of combined state and Pell grants, for a total of about 
$11 million. However: 

• Three main reasons explain why some state grant recipients come 
from upper-income brackets: (1) they attend high-cost schools, (2) 
their families are larger than average, and (3) more than one family 
member attends college. 

Most of the money (about $7 million) went to students attending private four-year 
colleges where the cost of attendance is high. Also, in all systems of higher educa-
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Grants by Family Income, Academic Year 1993 
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tion, we found that the upper-income grant recipients' families were larger than re
cipients' in general by an average of about one person, and they were more likely 
to include not one but two college students. 

In addition, we found that some upper-income students received state grants be
cause they experienced high expenses such as medical costs, often in combination 
with few assets. In such cases, the state grant program offsets the family's total in
come since it is not readily available for students' education. In other cases, the 
state grants were based on estimated present income instead of past, actual in
come. This was because unforeseen events such as loss of employment or a par
ent's death or divorce had altered a family or student's ability to pay for school. 
When special conditions like these arise, students file amended applications, and 
campus financial aid officers redetennine eligibility for state grants. In addition, 
some upper-income independent students received state grants because the pro
gram until this year fo~ave them and some others from contributing a portion of 
the money they would otherwise have been expected to pay for attending private 
schools with tuition that was above the state's limit. 

RECOMMENDATIONS 

Besides knowing how the state grant program, in combination with the Pell grant 
program, distributes money, it would be helpful also to know how students pay for 
their share of the cost of attendance. The student's share is not covered by the 
state or Pell grant programs, but other state, federal, private, and institutional finan
cial aid programs are available to help. 
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The Higher Education Coordinating Board conducted a study of state grant recipi
ents'various funding sources or "packages" during the 1986-87 academic year. 
Thus, we recommend that: 

• The Higher Education Coordinating Board should periodically collect 
data on fmandal aid packages, focusing on assistance at varying levels 
of income and the effed of that assistance on the student share of the 
cost of attendance, as determined by the state grant program. 

Although another study recently cataloged all sources of funding for Minnesota 
baccalaureate students, it left out students in community colleges, technical col
leges, and private vocational schools, and defined the cost of attendance to include 
whatever expenses that students or their parents incurred. Also, the study com
bined all grants and scholarships into one category and did not collect specific in
formation about the state grnnt program. 

Preferably, the Higher Education Coordinating Board could collect data on stu
dents' total package of financial aid before policy makers redesign the state grnnt 
program. However, a legislative task force is actively discussing proposals that 
would 'talBet more state grnnt money to lower-income students. In the absence of 
infonnation about the amount of assistance that these students already receive 
from all sources, we are concerned that the result could be to displace some pri
vate or institutional assistance with state funds. 

At the same time, we found numerous problems with the board's existing data con
cerning state grant recipients. Most notably, data are sometimes missing for large 
percentages of state grant recipients, and the board maintains data on students who 
receive a Pell grant only if they also happen to receive a state grant We recom
mend that: 

• The Higher Education Coordinating Board should collect and 
maintain more complete, accurate data on state and Pell grant 
recipients in the future. 

Data on students who receive a Pell grnnt but not a state grnnt could come from 
the board's periodic studies of student financial aid packages, which we recom
mended above. To improve the general quality of infonnation on state grant re
cipients, we suggest that the board require complete data from all schools and 
maintain a consistent data base for all state grnnt recipients. Staff at the Higher 
Education Coordinating Board have already told us that they will review their pro
cedures and, starting in the 1994-95 academic year, collect complete data on all 
state grnnt recipients. We think that better data collection and maintenance on the 
part of the board are critically important for state policy makers. 
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Minnesota has a high rate of participation in its many institutions of 
higher education. One reason may be that state policy makers have 
sought to extend the opportunity for higher education, so that all can at

tend despite financial circumstances. But, the cost to attend college has increased 
so much that many students and their families still have difficulty affording higher 
education. Legislators are particularly concerned about the access of lower-in
come students to higher education. 

Last spring, the House Higher Education Finance Division passed a resolution re
questing the Legislative Audit Commission to undertake a program evaluation of 
the state's financial aid programs. In response, the Legislative Audit Commission 
authorized the Program Evaluation Division to conduct a study of higher educa
tion tuition and student financial aid. Our evaluation, which began in July 1993, 
had two main objectives: 

1. Analyze tuition for higher education in Minnesota and identify the main rea
sons for increases. 

2. Detennine the extent to which the state grant program serves lower-income 
students. 

The Legislature created a task force to study financial aid more generally, and it re
leased a report on February 1, 1994.1 Its chaIl?;e is to consider whether the state 
grant program is removing economic barriers to education; whether and how the 
grant program could be made more progressive; advantages and disadvantages of 
linking the program to federal programs; and better ways to package and deliver 
grants, loans, work-study, and other financial aid to students. Its purpose is to 
evaluate state financial aid policy, examine alternative policies, and recommend 
changes to the Legislature. 

We studied tuition and state grant recipients in each of Minnesota's six systems of 
higher education: the University of Minnesota, state universities, community col
leges, technical colleges, private four-year colleges, and private vocational 
schools. Students are eligible to receive state grants in any of these systems. 

To analyze tuition trends, we asked each system of higher education to provide 
data on revenues, expenditures, enrollment, tuition, and required fees. We then 

1 Minn. Laws (1st Spec. Sess. 1993), Chap. 2, Sec. 24. 
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wolked closely with system representatives to make adjustments to compensate 
for accounting changes that had occurred over time. We also reviewed nationwide 
tuition trends. 

To describe state grant recipients, we obtained financial infonnation from aid ap
plication fonns completed by individual recipients forthe 1992-93 academic year. 
The Higher Education Coordinating Board provided these data and enrollment in
fonnation so that we could detennine how much grant money went to students in 
various financial circumstances. We interviewed financial aid administrators in 
Minnesota and other states, reviewed application fonns, visited several campuses, 
and analyzed relevant survey data. 

By law, the state grant program operates in conjunction with the federal Pell grant 
program, and we studied the relationship between the two programs. In addition, 
the program is designed to help pay for just half of students' recognized educa
tional costs, with the other half financed by the students themselves. This feature 
of the program reflects an assumption that it is equitable to require all students, re
gardless of current household income and assets, to pay half of their college costs 
from savings, work, loans, scholarships, and other sources. We did not study the 
impact of this assumption nor analyze alternative ways to design the grant pro
gram. This part of our study focused exclusively on how grant money was distrib
uted. 

In this report, we explain why tuition has increased and who has received state 
grants. To do this, we focused mainly on the development and analysis of statisti
cal data that are generally not available. While we are aware of numerous policy 
issues and proposals that could change tuition and state grants, these were outside 
the scope of our research.2 Our study was designed to provide objective data that 
address technical questions and factual issues that arose during the 1993 legisla
tive session. Such data can be used by decision makers as they consider policy op
tions. 

We are also aware that potential students and their families judge the affordability 
of higher education by looking at costs in relation to all financial aid, but we did 
not address such linkage in our study. Also, we did not study the situation of stu
dents who were not in the state grant program, nor did we examine the total 
amount of financial aid that Minnesota students receive from all sources, or the ar
ray of other financial resources that students and parents use to defray the total 
cost of higher education. 

In general, our results show that tuition has increased and state grants have been 
distributed in accord with existing state policies. Those policies have shifted some 
of the tuition burden from state taxpayers onto students and families but have pro
vided for steadily larger grants. We found that most of the grant money has gone 
to students whose families had less than the median income for Minnesota, but the 
state grant program meets only a fraction of the total cost of higher education for 

2 The Legislature created not only the financial aid task force but also one on postsecondary insti
tutional funding to address policy issues. See Minn. Laws (1991), Chap. 356, Art. 2, Sec. 6 and Min
nesota Task Force on Post-Secondary Funding, Final Report to the Legislature and Governor, 1993. 
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any student. Numerous other state, federal, institutional, and private fonns of fi
nancial assistance may help with the rest but mayor may not be entirely adequate. 
Our main recommendation is that the state should routinely collect data on the to
tal package of aid that sbJdents receive at various income levels, so that policy 
makers will have better infonnation to make decisions about financial aid in the fu
ture. 

Chapter 1 provides background infonnation about each system of higher educa
tion, the students who are enrolled, and various sources of financial aid that are 
available to Minnesota students. Chapter 2 examines the growth in Minnesota tui
tion rates and the reasons for tuition increases. Chapter 3 discusses the state grant 
program and detennines the extent to which it distributes money to lower-income 
students. 
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and involved in 
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T
his chapter is organized into three parts. First:, we provide general infonna
tion about Minnesota's four public and two private systems of higher edu
cation. Second, we describe the factors that are generally important in 

students' decision to pursue higher education and the characteristics of students 
who attend each system. Third, we explain the various fonns of financial aid that 
are available to help students pay for college and compare Minnesota's grant pro
grams with others. 

MINNESOTA'S IDGHER EDUCATION 
SYSTEMS 

Minnesota is heavily committed to higher education. It has developed an exten
sive netwOIk of public and private institutions that serve more than 300,000 stu
dents. For every 1,000 residents, 58 were enrolled in postsecondary schools in 
Fall 1990, compared with 56 nationally. 1 Moreover, Minnesotans' interest in 
higher education is longstanding. Both the University of Minnesota and Hamline 
University were already in existence before statehood. Since then, policy makers 
have steadily expanded geographical and financial access to an increasingly di
verse student population. 

In fiscal year 1993, the state provided nearly $900 million to its four publicly 
funded, state systems of higher education: the University of Minnesota, state uni
versities, community colleges, and technical colleges. Minnesota also has two pri
vately controlled systems ofhirher education: the private four-year colleges and 
the private vocational schools. Below, we describe each of these six systems.3 

University of Minnesota 

As shown in Table 1.1, the University of Minnesota had about 54,000 full-year 
equivalent enrollees and the most graduate students of any Minnesota system of 

1 U.S. Department of Education, Digest o/Education Statistics 1993 (Washington, DC, October 
1993),198. 

2 In addition, Minnesota has one two-year private college and a few private professional schools. 
We do not include these in our discussion of the six systems. 

3 Further details concerning the public systems are contained in our evaluation report, Higher Edu
cation Programs, February 1993. 
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Table 1.1: Enrollment By System, 1991-92 Academic Year 

HEADCOUNT, FALL 1991 
Undergraduate 
GraduatelProfessional 
Total 

University of State Community 
Minnesota Universities Colleges 

58,211 a 

14,906a 

73,117 

56,824 
5,246 

62,070 

56,177 

56,177 

Technical 
Colleges 

70,383 

70,383 

Private Private 
Four-Year Vocational 
Colleges Schools 

40,726 
8,478 

49,204 

7,456 

7,456 

FULL-YEAR EQUIVALENTS, 
1991-92 

Undergraduate 
GraduatelProfessional 
Total 

NA = Not available. 

39,504 
14,811 
54,315 

49,960 
3,894 

53,854 

33,614 

33,614 

38,594 

38,594 

36,608 
5,405 

43,550b 

NA 

NA 

Note: Full-year equivalents are calculated by dividing the normal full-time credit hour load per student into the total number of credit hours 
per system. The private vocational headcount is incomplete, and full-year equivalents cannot be calculated for that system. 

Source: Higher Education Coordinating Board (May 1992 and May 1993) and systems. 

aEstimated headcount including extension students. 

blncludes 1 ,537 unclassified students. 

The University 
is one of the 
nation's largest. 

higher education during the 1991-92 academic year.4 It is Minnesota's primaIy re
search institution and the state's only public institution that grants doctoral de
grees, Governed by a Board of Regents, the University shall: 

offer undergraduate, graduate, and professional instruction through the doctoral 
degree, and shall be the primaIy state supported academic agency for research and 
extension seIVices.5 

The University is one of the nation's latBest universities and has four campuses: 
Crookston, Duluth, Morris, and the Twin Cities,6 However, since 1987, the Uni
versity pwposely reduced undergraduate enrollment by about 10 percent as it im
plemented a priority-setting agenda known as Commitment to Focus. 

Most of the University's undergraduate students are enrolled at the Twin Cities 
campus. This campus has 18 colleges, of which the latBest is Liberal Arts. Oth
ers, such as Law and Medicine, provide professional and graduate degrees, and 
serve few, if any, undergraduates. The Duluth campus, with about 20 percent of 
the University's undergraduate students, mainly serves the northern Minnesota re
gion and has a variety of baccalaureate and master's degree programs. The Morris 

4 The most recent full-year equivalent enrollment data are for 1991-92. Full-year equivalents are 
calculated by dividing the nonnal full-time credit hour load per student into the total number of 
credit hours. 

5 Minn. Stat. § 135A.052, Subd. 1. 

6 Appendix A shows the headcount per campus for all systems in Fall 1992. The 1992-93 aca
demic year provided the most recent available infonnation for our study of state grant recipients. 
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campus serves undergmduates exclusively and emphasizes the liberal arts and sci
ences. The Crookston campus recently became a baccalaureate institution. 

State U Diversities 

7 

Minnesota has seven state universities, in Bemidji, Mankato, Marshall, Moorhead, 
St. Cloud, the Twin Cities, and Winona. As shown in Table 1.1, the system had 
similar full-year equivalent enrollment as the University of Minnesota but more 
undergraduates and fewer graduate students. 

Historically, the state universities have focused their student recruiting efforts in 
particular geographic areas and have served as research and service centers for 
people and businesses in those regions. According to state law, this system: 

shall offer undergrnduate and graduate instruction through the master's degree, in
clu~~ specialist certificates, in the hberal arts and sciences and professional edu
cation 

Five of the seven institutions started between 1860 and 1919 as "normal schools" 
for the explicit purpose of training teachers. In 1917, normal schools started re
quiring students to have high school diplomas before enrollment, and several 
years later the Legislature changed their names to "state teacher colleges." After 
World War II, the Legislature expanded the colleges' mission beyond teacher edu
cation and changed their names to "state colleges." In 1963, the colleges began of
fering master's degrees in fields other than education. The Legislature changed 
their names to "state universities" in 1975. 

The other two state universities (Southwest in Marshall and Metropolitan in the 
Twin Cities) started enrolling students in 1967 and 1972, respectively. Southwest 
now is the only state university without graduate programs. In 1990, the system 
started offering classes at an adjunct campus in Akita, Japan. Overall, undergradu
ate enrollment in the state university system grew about 30 percent between 1985 
and 1992. 

CommuDity Colleges 

Minnesota has 18 community colleges and three affiliated centers at locations 
throughout the state (shown in Table A.3). Although their headcount of enrollees 
exceeded 56,000 in Fall 1991, the community college system had about 34,000 
full-year equivalent students. This is because many students attend community 
colleges on a part-time basis, as we discuss later in this chapter. 

State law authorizes the community colleges to: 

7 Minn. Stat § 135A.052, Subd. 1. 
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offer lower division instruction in academic programs, occupational programs in 
which all credits earned will be accepted for transfer to a baccalaureate degree in 
the same field of study, and remedial studies, for students transferring to baccalau
reate institutions and for those seeking associate degrees.8 

The community colleges originally were called "junior colleges." They were es
tablished by school boards beginning with Cloquet in 1914. Several other school 
districts started colleges soon after this. although the Legislature did not fonnally 
authorize districts to do so until 1925. The Legislature first authorized state fund
ing for the colleges in 1957. In 1963, the Legislature created a governing board to 
oversee them and, by 1970, all of the state's present community colleges were in 
operation.9 

All of the community college system's students are undergraduates. Students typi
cally enroll in a two-year "associate degree" program in arts, science, or applied 
science. Their studies include general education courses in liberal arts and sci
ences, but they may focus on occupational disciplines such as accounting, law en
forcement, nursing, and human services. In full-year equivalents, student 
enrollment at the community colleges has grown faster than any of Minnesota's 
other public systems-about 45 percent between 1985 and 1992. 

Technical Colleges 

Table 1.1 indicates that about 70,000 students were enrolled in Minnesota's techni
cal colleges in Fall 1991, but many attended part time. In full-year equivalents, en
rollment was about 39,000 during the 1991-92 academic year. 

The first technical institute opened in 1947, and the system now has 34 campuses 
at the locations indicated by Table A.4. Until 1984, when the Legislature created a 
state governing board for what were then called area vocational technical insti
tutes or AVTIs, these institutions were administered by the Minnesota Deparbnent 
of Education through local school districts. They have also been called vocational 
technical institutes, but the Legislature named them technical colleges in 1990. 

Today, the technical colleges are administered by school districts, intennediate 
school districts, and joint districts fonned by local school districts. By law, they 
"offer vocational training and education to ~repare students for skilled occupations 
that do not require a baccalaureate degree." 0 Like community colleges, the tech
nical colleges offer training that is designed to yield employment in occupational 
fields, but the community colleges also offer occupational programs in fields that 
require baccalaureate or associate degrees, as well as general education. 

8 Minn. Stat §135A.052, Subd. 1. "Lower division" instruction generally refers to coursework 
during the ftrst two years of a four-year degree program. 

9 Starting in July 1995, the law requires conununity colleges, state universities, and technical col
leges to be governed by a single board, the Higher Education Board See Minn. Laws (1991), Chap. 
356, Art. 9. 

10 Minn. Stat. § 135A.052, Subd. 1. 
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Technical college students typically are enrolled in one of a wide variety of di
ploma programs, ranging in length from several months to about two years. These 
programs previously consisted solely of technical coursework, but now may in
clude courses in writing, speaking, math, critical thinking, problem solving, and 
the like. Among many other areas of study, students may pursue carpentry, auto 
body repair, culinary arts, small business management, and graphics. 

Enrollment in the technical college system has been relatively stable at about 
39,000 full-year equivalents since 1985, but the composition of the student body 
has changed considerably. One reason is that the colleges have restructured pro
grams to allow students to more easily attend school part time. Also, they have de
veloped customized courses for currently employed workers who do not require 
extensive training. 

Private Four-Year Colleges 

Higher education began in the United States lruyely because private charitable in
stitutions took it upon themselves to build and maintain colleges. Often the col
leges were created by immigrant or religious groups for the purpose of training 
teachers and clergy. Subsequently, government took primary responsibility in an 
effort to extend the opportunity for higher education to all citizens, but the Legisla
ture has found that "the education of Minnesota residents in private colleges, 
rather than in state institutions of higher education, results in a savings of tax 
money."ll Further, state law encourages the private colleges to facilitate the edu
cation of significant numbers of Minnesota residents. 

In Fall 1991, as shown in Table 1.1, Minnesota's private four-year colleges served 
about 44,000 full-year equivalent students. They include some highly selective, 
nationally acclaimed institutions of higher education. (See Table A.5.) Students 
at these colleges come not only from Minnesota but from many other states and 
foreign countries. 

The colleges (or, in some cases, universities) mainly serve undergraduate students, 
but they also included the full-time equivalent of about 5,000 graduate students 
during the 1991-92 academic year. Each operates independently, through its own 
governing board, and sets various policies regarding admissions, tuition, curricu
lum, and campus life. They are regulated separately by the Higher Education Co
ordinating Board and U.S. Department of Education. Compared with many of 
Minnesota's public institutions of higher education, the private four-year colleges 
have small campuses. 

Most of the private four-year college students attend nonprofit liberal arts schools 
that belong to the Minnesota Private College Council, a voluntary organization. 
Members of this group include 16 independent postsecondary institutions that fo
cus on general education. Between 1985 and 1991, full-year equivalent enroll
ment in the system as a whole increased from about 36,000 to 43,000, or 19 
percent. 

11 Minn. Stat §136A.l8. 
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During the 1970s and early 1980s, the state paid incentive fees to private colleges 
for enrolling Minnesota residents, particularly state grant recipients.12 In 1975, 
the payment was $120 to $150 per Minnesota resident and $400 to $500 per state 
grant recipient. As a result, the number of lower-income, Minnesota students in 
private colleges increased, and policy makers gained assurance that the schools 
were available to the geneml public. The incentive fees totaled about $5 million 
in fiscal year 1979, but the program was suspended during the state's fiscal crisis 
in the early 1980s. In 1983, the Legislature repealed this program. 

Private Vocational Schools 

As shown in Table A.6, private vocational schools vary widely in enrollment and 
curriculum. These schools usually specialize in one particular area of career tIain
ing such as business, technology, cosmetology, or health care. They are typically 
operated independently, for profit, and sometimes are called "proprietary schools," 
"career schools," or "private two-year colleges." Seveml of the schools have 
fewerthan 100 enrollees. The students may study to become secretaries, printers, 
computer technicians, beauticians, or medical assistants, among many other possi
bilities. 

The private vocational schools are subject to specific state regulations. Each must 
register with the Higher Education Coordinating Board, and most must also be li
censed under Minn. Stat. § 141, the Private Business, Trade, and Correspondence 
Schools Act. Some that offer associate degrees are further regulated by the Higher 
Education Coordinating Board. The cosmetology and barber schools are licensed 
by the Department of Commerce. 

At a minimum, the schools must be in sound financial condition, provide satisfac
tory training facilities, employ sufficient numbers of qualified instructors, and op
erate under sanitary, safe conditions. The law further specifies the content of 
school brochures, advertising practices, and refund procedures. 

Although some states have experienced significant problems with the private voca
tional system of higher education, Minnesota has not. Based on a study of the 
schools in 1989, the Higher Education Coordinating Board concluded that they 
"generally appear to provide re~onsive and responsible educational opportunities 
and a choice to Minnesotans." 1 Policy makers had been concerned about the 
Minnesota schools in light of national reports of high dropout rates and high de
fault rates on student loans. The study found that student persistence, job place
ment, starting salaries, and default rates for students who attended private 
vocational schools were similar to those at state technical and community colleges. 

Although the private vocational schools are not one of Minnesota's major systems 
of higher education, they play an important role by diversifying educational oppor-

12 The payments were made through the Private College Contract Program, which also applied to 
private vocational schools. See Minnesota Higher Education Coordinating Board, Biennial Report 
to the Govemorand Legislature (St Paul, 1977),37-38. 

13 Minnesota Higher Education Coordinating Board, Overview of Private Career Institutions Par
ticipating in the Minnesota State Scholarship and Grant Program (St Paul, May 18, 1989), 3. 
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tunities in the state. The Higher Education Coordinating Board fully recognizes 
them and includes private vocational school representatives in planning and policy 
discussions. However, the schools do not provide enrollment data with the same 
consistency as Minnesota's other systems of higher education and, as a result, the 
board has not determined private vocational enrollment in full-year equivalents or 
tracked enrollment over time. It is important to note that the headcount of en
rollees shown in Table 1.1 is undoubtedly low since several of these schools did 
not respond to the Higher Education Coordinating Board's request for information. 

ENROLLMENT 

Many factors influence students' choice of higher education systems and particu
lar institutions within those systems. Students must decide which type of program 
and which institution meets their personal objectives while balancing practical 
considerations of prior achievement, cost, location, housing, transportation, and 
scheduling. Students also must weigh their commitment to the pursuit of higher 
education, balancing short-term sacrifices against long-term benefits. 

The decision to pursue some type of higher education commonly occurs in child
hood or adolescence and is heavily influenced by the family. However, Minne
sota's higher education systems are available to students of all ages and 
backgrounds. As we show below, not all college students enroll immediately after 
high school graduation. Some enroll as adults because they have been forced out 
of jobs, want to improve their quality oflife, or have reconsidered their earlier de
cision not to enroll. 

Methods and Data Sources 

We analyzed the characteristics of the population of Minnesota undergraduates in 
each system of higher education through the Higher Education Coordinating 
Board's student enrollment record data base for Fall 1992. Each year, the board 
asks the state's public and private postsecondaIy institutions to provide descriptive 
data on each enrollee at a given point in the fall. Although some institutions full to 
respond, and some students drop out while others enroll later, this is Minnesota's 
only statewide source of information on students in postsecondaIy schools.14 

We also asked each system of higher education to provide additional information 
about enrollees who might have been eligible to receive state grants. The systems 
varied in the amount and type of additional information they could provide. To de
scribe students in private four-year colleges, the University of Minnesota system, 
and state university system, we reviewed the results ofa survey of5,347 families 

14 We limited this analysis to a few elements of aggregate data describing students who were likely 
to meet general eligibility criteria for a state grant, that is, undergraduates who were not extension or 
secondary students, and who had a Minnesota address when admitted. However, extension students 
in degree programs may be eligible. Enrollment in Fall 1992 corresponded to the most recent avail
able data on state grant recipients. 
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of freshmen, sophomores, and juniors at 26 campuses in Fall 1991.15 Concerning 
community college students, House Research staff interviewed a samRle of 500 
students three years after they had enrolled as freshmen in Fall 1988. 6 Technical 
college students are in the first year of a three-year survey, and we analyzed pre
liminary results for a sample of 2,450 students and 1,250 parents of students who 
were enrolled in Wmter 1993.17 Finally, we examined the report of a survey of 
4,448 &rivate vocational students attending 24 schools in January and February 
1990. 

To identify the factors that are most important in the decision to attend any system 
of higher education, we reviewed scholarly research studies. We also analyzed 
trends in survey data from high school juniors and seniors who participated in the 
Higher Education Coordinating Board's postsecondary planning program and the 
State Board of Technical College's career planning and followup surveys. Finally, 
we studied national research on the effect of student financial aid on access to 
higher education. 

Enrollment Decisions 

Since the 1970s, high school students' postsecondary aspirations have risen. (See 
Figure 1.1.) In a survey completed by 63 percent of all Minnesotajuniors in 1988, 
43 percent said they expected to earn a four-~ear degree, while anot4er 21 percent 
expected a master's or professional degree. 1 In 1975, 70 percent of all juniors 
completed the survey. Only 27 percent then anticipated a four-year degree, while 
II percent aspired to a master's degree or more. 

Surveys of Minnesota high school seniors before and one year after graduation 
suggest that most secondary students followed through on their educational 
plans.20 General factors affecting the increase in participation of Minnesotans in 
higher education include the rise of technology, the changing job marlcet, changing 

15 Minnesota Private College Research Foundation, Ways and Means: How Minnesota Families 
Pay for College (St. Paul, November 1992), also known as the Lilly Study, for its sponsor, the Lilly 
Endowment, Inc. 

16 Keny Kinney Fine and Mary Jane Lehnertz, Retention of Minnesota College Students, Working 
Paper 5: What About the Community Colleges? (Minnesota House of Representatives Research De
partment, November 1991). 

17 Hwnan Capital Research Foundation, Selected Charts Concerning Minnesota s Technical Col
lege Student Population and State Financial Aid Policy, Technical College Economic Baseline 
Study (Chicago, November 12, 1993) and supplemental data faxed to the Office of the Legislative 
Auditor, December 20, 1993. 

18 Richard W. Moore and Edward J. Smith, Gauging Quality: Student Perspectives on Minnesota 
Private Career Schools (Santa Monica: Training Research Corporation, August 10, 1990). 

19 The survey was discontinued in 1989 and restarted in 1990, but only about 40 percent of the jun
iors responded at that time. Subsequently, the question about educational expectations was funda
mentally changed. As a result, the 1988 data are the most recent, best available infonnation. See 
Minnesota Higher Education Coordinating Board, Summary of Responses to the Plans and Back
ground Survey and Aptitude Test Score Trends for Minnesota High School Juniors, 1971-84 (St 
Paul, April 18, 1985) and 1979-88 (St. Paul, September 1988). 

20 Minnesota State Board ofTechnical Colleges, Follow-up: All Students, 1975-91 Trends (St 
Paul, undated) and Follow-up: Career Plans, 1980-91 Trends (St. Paul, undated) 
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social values, and economic necessity. Likewise, many factors influence individ
ual decisions to pursue higher education.21 

Overall, family background or socioeconomic status is a critical factor in explain
ing why particular students aspire to, enroll in, and complete programs of higher 
education. Variables such as fathers' education and occupation, mothers' educa
tion, and family income all have been found to have significant, positive effects on 
children's choices. At the same time, the family's social status and standard ofliv
ing affect children's level of expectations and aspirations. 

Although family income is an important aspect of socioeconomic status, it alone 
does not necessarily predict whether a child will pursue higher education. Income 
is highly correlated with other aspects offamily background, as well as students' 
record of school achievement. However, students from lower-income families are 
more likely to drop out of high school and, if they do enroll in college, are less 
likely to finish a degree.22 

Among other important variables in postsecondary enrollment and completion are 
students' level of ability, the advice of others, faculty and peer interactions, 
extracurricular activities, academic perfonnance, race, gender, and parental 

21 See James C. Hearn, Hiden Sano, and Susan Urahn's summary of research literature in Tar
geted Subsidization of Postsecondary Education Enrollment in Minnesota (Minneapolis: Center for 
Urban and Regional Mails, 1985). 

22 Thomas G. Mortenson and Zhijun Wu, High School Graduation and College Participation of 
Young Adults by Family Income Background 1970 to 1989 (Iowa City: American College Testing, 
September 1990). 
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expectations.23 In addition, institutional characteristics such as social climate, se
lectivity, accessibility, and price playa role. 

Since so many inter-related variables are involved, it is difficult to detenuine the 
extent to which financial aid might help to overcome socioeconomic and other bar
riers to higher education. Compounding the problem is that few high school stu
dents or parents are aware of federal aid programs, and they tend to overestimate 
the cost oftuition.24 For example, in one national survey of high school students, 
about half erroneously said they would be ineligible for aid to attend an expensive 
private school if their parents could afford a state school. About a third mistak
enly said that financial aid is set aside solely for minority students, and almost one
fourth reported that students with average grades would not qualify. 

In Minnesota, a statewide survey of2,448 parents of eighth-graders in 1988 
showed that 84 percent were at least somewhat concerned about the cost of higher 
education, but no more than 27 percent (depending on the system of higher educa
tion) had accurately estimated the actual cost.25 Parents with the lowest income 
and least education were the most concerned and least knowledgeable. The low
est-income parents also were least likely to discuss high school courses or postsec
ondary education with their children. However, two-thirds or more of parents at 
every level of income said they expected their children to continue education after 
high school. Overall, less than half had heard of the federal government's major 
grant program (pell, 45 percent) or the state grant program (36 percent). 

Using complex statistical models to control for family background and other fac
tors, recent national studies nevertheless suggest that financial aid programs playa 
positive, ind~ndent role in encouraging students to enroll in and continue attend
ing college.2 The research shows that financial aid generally increases the prob
ability that applicants will attend. Further, recent studies show that various fonus 
of financial aid, including loans, are positively associated with students' decision 
to attend. However, the data have been less consistent about minority and low-in
come students' response to loans compared with grants. The evidence suggests 
that not all fonus of aid are equally effective in promoting access to higher educa
tion for historically disadvantaged students. 

National studies also indicate that financial aid helps to offset variations in college 
costs that might otherwise affect enrollment decisions. For example, Hearn found 
that socioeconomically disadvantaged students were about as likely to attend 
higher-cost institutions as more advantaged students with similar talents and 

23 Lee Wilcox, "Evaluating the Impact of Financial Aid on Student Recruitment and Retention," 
New Directions/or Institutional Research, 70 (Summer 1991): 47-60. 

24 Numerous national studies are summarized in U.S. General Accounting Office, Higher Educa
tion: Gaps in Parents' and Students' Knowledge a/School Costs and Federal Aid (Washington, 
DC, July 1990). 

25 Minnesota Higher Education Coordinating Board, Reporl on Survey a/Parents a/Eighth Grod
ers (St Paul, August 8, 1988). 

26 See Edward P. St. John, "The Impact of Student Financial Aid: A Review of Recent Research," 
Journal a/Student Financial Aid, 21 (Winter 1991): 18-32. 
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Overtime, students in Minnesota's systems of higher education have become 
older and more likely to attend part time.28 Also, as Minnesota's population has 
become more diverse, the percentage of nonwhite students has increased in each 
of Minnesota's systems of higher education.29 Over the period 1979 to 1991, the 
proportion of nonwhite students rose from 2 to 4 percent in the state universities, 
from 2 to 6 percent in community colleges, and from 3 to 6 percent in private four
year colleges. In the University of Minnesota and technical college systems, the 
nonwhite proportion increased from 5 to 8 or 9 percent. Data are not available for 
private vocational schools over this period. 

As shown in Table 1.2, undeJ&raduate students differ considerably across the six 
systems of higher education. In Fall 1992, those at the community and technical 
colleges were more likely than those in other systems to be 24 or older and to at
tend part time. Those at private four-year colleges were most likely to be younger 
and to attend full time. Most of the undeJ&raduates at the University of Minnesota 
and state university systems also were in the younger two age groups (23 or un
der), but they were not so likely to attend full time as those at private four-year col
leges. A laJ&e majority (85 percent) of private vocational students likewise 
attended full time, but they were older as a group. The private vocational system 
included a higher percentage of nonwhite Minnesota students than any of the other 
five systems, although several institutions did not supply enrollment data. 

Four-Year Baccalaureate Students 

Minnesota's three baccalaureate degree-granting systems of higher education col
laborated on a survey ofundeJ&raduates who attended the University ofMinne
sota, state universities, and private four-year colleges in Fall 1991. The results are 
generally referred to as the Lilly Study since the project was made possible by a 
grant from the Lilly Endowment, Inc. The principal researcher was associated 
with the Minnesota Private College Research Foundation, but the project team in
cluded representatives of the University of Minnesota and state universities.30 

The purpose of the study was primarily to describe the families of Minnesota un
deJ&raduate students and explain how they pay for higher education. 

27 James C. Hearn. "Attendance at Higher-Cost Colleges: Ascn"bed, Socioeconomic, and Aca
demic Influences on Student Enrollment Patterns," Economics o/Education Review, Vol. 7, No.1 
(1988): 65-76. Also see Wilcox, "Evaluating the hnpact of Financial Aid" (1991). 

28 Biennial reports of the Higher Education Coordinating Board to the Governor and Legislature 
document these trends. 

29 The 1990 Census shows that 6 percent of Minnesotans were nonwhite, compared with 4 percent 
in 1980. 

30 See Private College Research Foundation, Ways and Means, November 1992. Our swnmary of 
results is limited and refers only to students who were dependent on their parents. 
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Table 1.2: Characteristics of Minnesota Undergraduates by System, Fall 
1992 

University of State Community Technical Private Private 
Minnesota University College College 4-Year Vocational All 

SEX 
Male 51% 45% 39% 50% 39% 38% 44% 
Female 49 55 61 49 61 62 55 

AGE 
19 and Under 23 18 20 14 28 17 20 
20-23 52 48 28 22 48 36 37 
24 and Older 25 32 51 52 23 45 40 

ETHNICITY 
White 87 88 90 88 90 77 88 
Non-white 9 4 6 8 6 12 7 

ENROLLMENT STATUS 
Full-time (at least 75%) 69 78 44 52 85 85 63 
Part-time (less than 75%) 31 22 56 49 15 16 37 

Headcount of Minnesota 
Undergraduates 28,709 42,714 50,714 42,681 24,507. 8,426 197,751 

Note: Data represent a headcount of students who were enrolled at some point during the fall term and whose schools responded. Some 
figures do not total due to rounding and/or missing data. Figures exclude extension, graduate, and secondary students and those who did 
not have a Minnesota address when admitted. 

Source: Higher Education Coordinating Board (September 1993). 

Among other things, the Lilly Study showed that families with students in the Uni
versity of Minnesota system tended to have higher adjusted gross income than 
those whose children attended private four-year colleges or state universities. 
Two-thirds of the University of Minnesota families had incomes of $35,000 or 
more, compared with 61 percent of private four-year college parents and 56 per
cent of state university parents. Although the families of state university students 
were the least affluent of the group, the families of students in each of these bacca
laureate systems of higher education tended to have higher income than Minne
sota families in general. According to the 1990 Census, the median income for all 
Minnesota families was $36,916. 

Overall, 56 percent of the parents said that they did not save or invest for their 
child's college education. However, the probability of saving or investing in
creased with income. Among families whose income was below $10,000, no 
more than 24 percent had saved (depending on the system). Of those with ad
justed gross income of$129,000 or more, at least 58 percent of the families saved 
or invested in advance. 

Most (65 percent) of the students' families said they had submitted a Family Finan
cial Statement for the students, which would be necessary to apply for financial 
aid from the state and federal government. At least 86 percent of those at the low-
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est level of income said they submitted the statement, as did 15 percent or more of 
the families at the highest level of income ($129,000 ormore).3 

However, it is somewhat surprising that not all of the families with income of less 
than $10,000 said they filed the statement. The data suggest that the type of 
schools attended may affect participation in financial aid programs, since the per
centage who said they filed the statement was 95 percent at the more expensive 
private four-year colleges, which strongly encourage students to apply, compared 
with 91 percent at the state universities and 86 percent at the University ofMinne
sota. Also, some error is associated with survey research questions and answers. 
In this case, the principal researcher told us that the question about the Family Fi
nancial Statement could have been worded more clearly, and some respondents 
may not have understood that it referred to financial aid.32 

In the survey, parents reported how much their children's education cost and what 
sources of funding were used to pay expenses. As family income increased, the re
sults showed that education expenses increased by 5 to 17 percent, partly because 
the wealthier families gave their children more generous allowances for living and 
miscellaneous expenses. At the highest level of income ($129,000 or more), par
ent employment funded at least 70 percent of the children's expenses. Less than 
five percent of the cost was met by student loans, and grants to these students 
were equally rare. 

In contrast, families with incomes below $10,000 reported that their employment 
paid for about 12 percent of their children's educational expenses. The single hug
est source of funding for these students was grants of various kinds. The grants or 
scholarships covered 29 to 37 percent of the costs, and student loans 21 to 23 per
cent. 

Regardless offamily income levels, parental loans helped with no more than 8 per
cent of the students' expenses, and student savings covered 5 to 12 percent. The 
parents indicated that relatives paid for as much as 5 percent of their children's 
costs, especially at the lowest level offamily income. Student employment cov
ered 11 to 22 percent, depending on the system and income level. Other sources 
paid for the remaining 1 to 3 percent of expenses. 

Overall, the Lilly Study raised concerns because it indicated that the lowest in
come Minnesota families contributed the highest percentage of their income to 
their children's education. Also, compared with other students, the children of the 
lowest income families financed a greater percentage of their expenses through 
student loans. 

31 It is important to note that the infonnation from the Family Financial Statement often is required 
for loans and other fonns of assistance that are awarded regardless of need. Also, some colleges en
courage filing the statement simply to ensure that students have exhausted all possibility of govern
ment aid before using institutional funds that may be available. 

32 The question was: "For the 1991-92 academic year, was a Family Financial Statement (FFS) 
submitted for the student?" 
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Community College Students 

Researchers from the House of Representatives interviewed 500 community col
lege students by telephone three years after they initially enrolled.33 Thirty-five 
percent said they had not enrolled in a degree program but rather for particular 
courses. Most (70 percent) of the nondegree students indicated that they had pre
vious postsecondary education experience, including some with bachelor's de
grees. Women were more likely than men to say that they had taken community 
college courses for recreation or as a hobby, but men and women alike most often 
gave employment-related reasons for their enrollment in specific courses. 

During the interviews, the researchers recognized several different types of nonde
gree students at the community colleges. The first type included people who were 
interested in a specific area such as English literature or World War n or had en
rolled specifically to maintain job licensure or certification. The second type in
cluded students who took classes to upgrade job skills, for example, in 
management. The third type of student took self-help courses such as public 
speaking or income tax preparation. Another group consisted of new entering 
freshmen who were not sure what they wanted to do in life. Finally, some of the 
students took community college courses as prerequisites for advanced courses or 
admission to another college, usually to save money. 

About two-thirds of the students sought a community college degree. Three years 
later, the study showed that 25 percent of these students had graduated and trans
ferred to a four-year school, 13 percent had graduated but not transferred, and 30 
percent were continuing as community college students. The remaining third of 
the students had dropped out at the time of their interview. 

Those who dropped out reported working longer hours than the other community 
college students. Some explained that they had dropped out for financial reasons, 
such as the cost of college, lack of aid, or desire to spend their money in other 
ways. Personal reasons such as illness and dissatisfaction with the college also 
were mentioned. But the most common reasons for dropping out were academic 
or motivational. 

Technical College Students 

The technical college system recently began a three-year research project that in
cludes a major survey of students who were enrolled in Winter 1993, as well as 
many of their families. The project is being conducted by the same researcher 
who was principally responsible for the Lilly Study, but he now heads a consulting 
firm in Chicago. While the current project has improved upon the Lilly Study by 
using technical college records as a supplement to survey data concerning finan
cial aid, most of it is about the students' educational experience.34 

33 Keny Kinney Fine and Mary Jane Lehnertz, Working Paper 5, 1991. 

34 Human Capital Research Corporation, Selected Cham (November 12, 1993) and supplemental 
faxed data December 20, 1993. Our references to these data are limited to results concerning stu
dents who were dependent on their parents. 
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Among the full-time dependent students whose parents' income was under 
$15,000, 78 percent said they had submitted a Family Financial Statement or for
mally applied for financial aid. In general, the likelihood of recalling an applica
tion declined as income rose. Thus, 44 percent of the full-time students whose 
parents' income was $45,000 or higher said they applied. In addition, students 
who enrolled for fewer credits were less likely to recall completing a financial aid 
application.35 

Compared with baccalaureate students who were described by the Lilly Study, the 
data indicate that the families of technical college students are less amuent. Two
thirds of the students came from families whose adjusted gross income was re
ported to be $40,000 or less in 1992. Using 1991 adjusted gross income figures, 
this was true of only one-third of dependent students at the University of Minne
sota, 39 percent at private four-year colleges, and 43 percent at state universities. 

Overall, 71 percent of the technical college students' families said they had not 
saved money in advance for their children's education. By comparison, 56 per
cent of the baccalaureate students' families said they had not saved or invested for 
this purpose. However, this difference between studies is not surprising since both 
show that the likelihood of saving increases with income. 

Results indicate that the state and federal Pell grant programs were a major source 
of support for technical college students whose families had the lowest income 
(under $10,000). Together, the two programs provided these students with an aver
age of $1,760. This represented 47 percent of the students' known funding, which 
increased at higher levels of income as in the Lilly Study. Families at the lowest 
level of income indicated that they contributed an average of$427, which was 11 
percent of the funding that was identified. Loans to the lowest-income students 
provided $1,105 (30 percent of known funding), on the average. As in the Lilly 
Study, parents at the highest income level provided most of their children's fund
ing (61 percent), while grants and student loans were minor fonns of assistance. 
However, the study documented only five sources of funding, so it was impossible 
to completely detennine how the students' bills were paid. It included the amount 
of state grants, Pell grants, student debt, parent debt, and parents' contribution 
from income and savings. Other sources offunding could include student employ
ment, student savings, contributions from relatives, other grants, scholarships, and 
more. 

Significant additional support for technical college students could come from 
grants such as the federal Job Training Partnership Act (JTPA), which is targeted 
to very low-income students, and Minnesota's rehabilitation services grants, 
American Indian Scholarship program, and non-AFDC child care grants, among 
other possibilities. Also, the study showed that about five percent of the depend
ent technical college students were supported by their employers, although the ex
tent of their support was not detennined. 

35 However, in 22 percent of the cases studied, students' and parents' recollections did not match 
the technical colleges' records. There was no evidence of an application for some students who said 
that they had applied. On the other hand, the colleges had processed financial aid applications from 
some who failed to mention that they had applied. 
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Private Vocational Students 

The 1987 Legislature established a task force to oversee pilot studies designed to 
assess the quality of postsecondary education.36 One such study focused on pri
vate vocational students.37 The students were asked to provide infonnation about 
their background and objectives and evaluate their schools. 

Overall, 76 percent of the private vocational students said they were employed, 
and they worked for an average of29 hours a week. Seventy-six percent also re
ported family incomes below $35,000 annually. Forty percent said they were dis
satisfied with their current job and sought additional training. One-fourth of the 
students said that they just graduated from high school and needed training for 
their first job. Others wanted to advance in their current job, were unemployed, 
changing careers, or returning to work. Just over halfhad previously been en
rolled in another system of higher education, most often a four-year institution. 

The survey distinguished among students in three types of private vocational 
schools: business, technical, and cosmetology. Those in cosmetology schools 
were most likely to be young women with a high school degree or less. The busi
ness school students tended to be older women, often with at least some college 
education (43 percent). Most of the technical school students were men, about 44 
percent with some college experience. 

Most of the private vocational students indicated that they were satisfied with their 
choice of school. Eighty-nine percent said they would recommend it to a friend. 
Large majorities likewise indicated that they were satisfied with the quality of 
teaching, instructional materials, and pace of coursework. 

STUDENT FINANCIAL AID 

Besides federal and state grants, many other fonns of financial aid are available to 
Minnesota students. Both levels of government have developed loan programs· 
and work-study opportunities. Also, students may receive grants, loans, and jobs 
directly from the school they attend, as well as private entities. In addition, they 
may receive assistance from friends and relatives, in the fonn of cash, room and 
board, or gifts. Figure 1.2 lists and briefly describes the major sources of financial 
aid for Minnesota undergraduates at this time. 

Because financial aid comes from so many sources and in limited amounts, it may 
be hard for students and their parents to see how they will pay for higher educa
tion. Another reason for confusion is that the names of some of the major finan
cial aid programs have changed over the years, and the amount and type of aid 
may vary annually. Also, students make life choices such as marriage, divorce, 
and parenthood, that may have a profound effect on their eligibility for 

36 Minn. Laws (1987), Chap. 401, Sec. 33. 

37 Richard W. Moore and Edward J. Smith, Student Perspectives on Minnesota Private Career 
Schools, 1990. 
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Figure 1.2: Major Sources of Undergraduate Financial Aid, 1993-94 
Academic Year 

GRANTS 

FEDERAL 
Pell: A maximum of $2,300 annually for undergraduates with demonstrated financial need. 

Supplemental Educational Opportunity Grants (SEOG): Up to $4,000 annually for undergraduates with exceptional, demon
strated financial need, with priority given to Pell Grant recipients. 

STATE 
State Grant (Minn. stat §136A.121): A maximum of $5,889 annually Inciudlng Pell grant (If any) for Minnesota undergraduates 

with demonstrated financial need, who attend eligible postsecondary Institutions In Minnesota. 

Non-AFDC Child Care (Minn. stat. §136A.125): For undergraduate Minnesota residents with dependent children 12 or under, 
who are within sliding fee scale income guidelines but not receiving Aid to Families with Dependent Children, to cover a lim
ited amount of child care. 

OTHER 
Institutional Scholarships and Grants: Awarded by post secondary institutions from their own funds or money received from 

foundations, alumni, corporations, private organizations, or individuals, under variable terms and conditions. 

Private Scholarships and Grants: Awarded by donors independent of the Institution, such as civic groups, churches, and busi
nesses, under variable terms and conditions. 

LOANS 
FEDERAL 

Stafford: Loans of up to $5,500 annually for undergraduate students with demonstrated financial need, with deferred interest 
payments no higher than 9 percent. 

Unsubsidized Stafford: Low-lnterest loans for students without demonstrated financial need, similar to Stalford but Interest pay
ments are not deferred. 

Parent Loan for Undergraduate Students (PLUS): Loans for parents with good credit histories, without demonstrated financial 
need, to help finance dependent children's education, with interest rates no higher than 10 percent. 

Supplemental Loan for Students (SLS): Loans of up to $5,000 annually for undergraduates who are independent, with or with
out demonstrated financial need, similar to Parent Loan for Undergraduate Students, but interest rates no higher than 11 per
cent. 

Perkins: Loans of up to $3,000 annually for undergraduates with exceptional financial need, with priority given to Pell Grant re
cipients and interest rates of 5 percent. 

STATE 
Student Educational Loan Fund (SELF) (Mlnn_ Stat. §136A.1701): variable-lnterest loans of up to $4,000 annually for under

graduates at eligible Minnesota postsecondary institutions, without demonstrated .financial need, who are ineligible for subsi
dized federal loans, need to borrow more than other loan programs allow, or who have limited access to other sources of 
financial aid, with a credit-worthy co-slgner. 

INSTITUTIONAL 
Loans from postsecondary institutional funds with interest rates and other terms set by the institution. 

PRIVATE 
Loans from private sources, with variable terms and conditions. 

WORK 

FEDERAL WORK-STUDY 
Job awards of about 15 hours a week at or above the federal minimum wage, on campus, at a private non-profit organization 
In the public interest, or for a public agency, for students with demonstrated financial need. 

MINNESOTA WORK-STUDY (Minn. Stat. §136A.233) 
Similar to federal work-study, for Minnesota students. 

INSTITUTIONAL 
Employment provided by postsecondary Institutions to students, under variable terms and conditions. 

Sources: U.S. Department of Education, Higher Education Coordinating Board, and Minnesota Association of Financial Aid 
Administrators. 
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financial aid from one year to the next. Finally, it is important to note that some 
programs are mutually exclusive, but others exist to be complementary. 

Most financial aid comes from the federal government. Typically, it restricts eligi
bility to students who: 

• have demonstrated "financial need," which is the difference between the 
cost to attend a particular school and a fonnula amount that parents and 
students are expected to pay; 

• have a high school diploma or the equivalent; 

• are enrolled in an eligible postsecondary institution where they are seeking 
a degree or certificate; 

• are making satisfactory academic progress toward the degree or certificate; 
and 

• are a U.S. citizen or the equivalent. 

To receive government aid, Minnesota students must complete a lengthy, confiden
tial financial statement every year. About a month later, they receive a report that 
says the statement was processed and data sent to designated schools or the 
Higher Education Coordinating Board. The school ultimately sends the student an 
"award letter" that states specifically how much to expect from various sources un
der various credit loads. Taken together, the various fonns of aid are called a 
"package." 

National figures show that federal grants and loans went to students in about the 
same proportions between the 1983-84 and 1992-93 academic years. Sixty to 64 
percent of federal expenditures were for loans, and 33 to 35 percent for grants.38 

However, such reliance on loans represents a reversal of past practice. During the 
1975-76 academic year, loans accounted for only 21 percent of the federal govern
ment's aid, while 76 percent came from grants. 

Between 1987 and 1991"federal policy continued to change, so that federal loans 
made up a slightly smaller share of Minnesota applicants' financial aid packages. 
As shown in Table 1.3, the federal government remained the most important 
source of financial assistance for Minnesota students over the period, but federal 
loans accounted for a smaller percentage of all packages in 1991 (34 percent) com
pared with 1987 (39 percent). As a result, the federal government's total share 
dropped from 62 to 57 percent. The state's total share remained the same (19 per
cent), but state loans grew slightly more important compared with grants. Institu
tions meantime helped to fill the gap by providing more grants and work 
opportunities. 

38 See Donald A. Gillespie and Nancy Carlson, Trends in Student Aid: 1963 to 1983 (New York: 
The College Board, 1983) and 1983 to 1993 (September 1993). The remaining 3 to 5 percentoffed
era1 aid came from work-study. 
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Table 1.3: Types of Financial Aid for Minnesota 
Students by Source, 1987 and 1991 

FY1987 FY 1991 

Dollars Percent Dollars Percent 

FEDERAL 
Grants $91,692,544 20% $125,137,023 20% 
Loans 179,196,756 39 219,683,961 34 
Work-Study 15,349,283 3 18,060,759 3 
Subtotal 284,392,573 62 362,881,743 57 

STATE 
Grants 74,032,479 16 85,585,477 13 
Loans 10,552,728 2 33,823,235 5 
Work-Study 6,032,998 1 7,091,986 1 
Subtotal 90,618,205 19 126,500,698 19 

INSTITUTIONAL 
Grants 48,269,810 10 75,964,323 12 
Loans 1,204,300 <1 1,511,958 <1 
Work 25,302,118 5 55,692,035 9 
Subtotal 74,776,228 16 133,168,316 21 

PRIVATE/OTHER 
Grants 12,864,569 3 14,487,607 2 
Loans 402,905 <1 995,223 <1 
Subtotal 15,113,484 ~ 15,482.830 ---Z 

TOTAL $464,900,490 100% $638,033,587 100% 

Note: Tuition waivers are counted as instHutional grants. Some figures do not total due to rounding. 

Source: Higher Education Coordinating Board (January 1993). 

Most of the state's resources have gone into grant programs, which typically re
quire students to demonstrate financial need. However, 

• Being "financially needy" is not the same as coming from a family 
whose income is low by comparison with others. 

The term "financial need" reflects whatever difference there may be in the recog
nized cost to attend a given school and the amount that government expects fami
lies to pay. Thus, the same student could qualify as financially needy by choosing 
an expensive private school but not an inexpensive public one. We discuss the im
plications of this distinction at length in Chapter 3. 

As shown in Table 1.4, Minnesota's state grant program accounts for most (83 per
cent) of its grant expenditures, but several smaller grant programs also enco~e 
higher education for students with particular needs and educational interests.39 

39 Table 1.4 provides the most recent available data on all of the state's grant expenditures (1991). 
Since 1991, some minor programs have been created. 
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Table 1.4: Expenditures for Minnesota Higher 
Education Grant Programs, FY 1991 

State grant program 
State and local agencies 
Non-AFDC child care 
Part-timea 

Dislocated rural workers 
Rural nursing 
State safety officer survivors 

Total 
Dollars 

$71,274,966 
10,061,895 

1,950,006 
1,941,940 

227,067 
111,562 
18,041 

Percent of 
Dollars 

83% 
12 
2 
2 

<1 
<1 
<1 

$85,585,477 100% 

Source: Higher Education Coordinating Board (January 1993). 

aSubsequently merged into the state grant program. 

Number of 
Students 

59,077 
N/A 

1,166 
5,740 

367 
268 

9 

Also, state and local agencies provide assorted other grants, mainly of three types: 
the Job Training Partnership Act (ITPA), rehabilitation services grants, and the 
American Indian Scholarship program. In 1991, the latter two programs provided 
$4.5 and $1.6 million respectively. The rehabilitation services grants helped with 
tuition, fees, books, specialized support services, and other expenses for persons 
with disabilities. The American Indian Scholarship program is specifically for 
low-income Minnesota residents of one-fourth or more Native American ancestry. 
The ITPA grants corne from the federal government through the Department of 
Jobs and Training and may go to low-income working-?ge or elderly adults, veter
ans, dislocated workers, disabled students, and others.40 

Other states also have multiple grant programs of various types. This makes it dif
ficult to explain specific differences from state to state but, when compared with 
others, data show that: 

• Minnesota's need-based grant programs have served more students 
and provided a higher level of assistance than most other states. 

As shown in Table 1.5, nearly half of all full-time undergraduates in Minnesota re
ceived a need-based state grant of some kind during the 1992-93 academic year.41 

The national average was 21 percent, and only Vermont and New York ranked 
higher. Half the states provided need-based grants to 12 percent or less of their 
full-time undergraduates. However, it should be noted that some states provided 
significant, additional grant money based on factors other than financial need, 
most notably academic achievement. 

40 Staff at the Higher Education Coordinating Board told us that JTP A provides substantial fund
ing, but total expenditures are unknown. 

41 See Pennsylvania Higher Education Assistance Agency, National Association o/State Scholar
ship and Grant Programs 24th Annual Survey Reporl, 1992-93 Academic Year (Harrisburg, March 
1993). For purposes of the survey, Minnesota's need-lJase4 grant progrnms included the state grant 
program, part-time, rural nursing, dislocated rural workers, and non-AFDC child care progrnms. 
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Table 1.5: States Ranked by Percentage of Full-Time 
Undergraduates Receiving Need-Based State Grants, 
1992-93 Academic Year 
Rank 

1. Vennont 
2. NewYof1( 
3. Minnesota 
4. New Jersey 
5. Pennsylvania 
6. Illinois 
7 Indiana 
8. Ohio 
9. Rhode Island 

10. Wisconsin 
11. Kentucky 
12. Maine 
13. Connecticut 
14. Michigan 

U.S. 
15. New Mexico 
16. Arkansas 
17. Massachusetts 
18 Maryland 
19. Iowa 
20. Oregon 
21. Oklahoma 
22. Colorado 
23. Washington 
24. Florida 
25. Tennessee 

56.2% 
52.6 
48.7 
46.0 
36.5 
36.4 
33.5 
32.0 
30.0 
29.5 
28.0 
26.0 
24.9 
23.3 
20.7 
20.6 
19.8 
19.6 
19.6 
19.3 
18.6 
18.4 
16.4 
14.7 
14.2 
14.2 

26. North Dakota 
27. California 
28. Nebraska 
29. West Virginia 
30. South Dakota 
31. Georgia 
32. Delaware 
33. South Carolina 
34. Missouri 
35. Kansas 
36. Idaho 
37. Virginia 
38. Texas 
39. New Hampshire 
40. Louisiana 
41. Alabama 
42. Wyoming 
43. Alaska 
44. Arizona 
45. Nevada 
46. District of Columbia 
47. Utah 
48. Hawaii 
49. Montana 
50. Mississippi 
51. North Carolina 

Source: Pennsylvania Higher Education Assistance Agency (March 1993). 

12.3 
11.4 
11.3 
9.6 
6.9 
6.8 
6.2 
6.2 
5.7 
5.4 
5.1 
4.9 
4.7 
4.6 
4.1 
3.9 
3.5 
3.2 
3.2 
3.2 
3.1 
2.9 
2.5 
2.5 
2.3 
1.5 

Overall, Minnesota spent more money (about $83 million) on its need-based grant 
programs than all but five states during the 1992-93 academic year. All of the 
higher-ranked states are far more populous: New Yode. lllinois, Pennsylvania, 
California, and New Jersey. Thus, Table 1.6 shows that Minnesota's expenditures 
for need-based grant progrnms were more than twice the national average per resi
dent. Similarly, Minnesota spent far more than the U.S. average per college-age 
resident and per full-time undeygraduate. 

Table 1.6: Need-Based State Grants to 
Undergraduates in Minnesota and Nationwide, 1992-93 
Academic Year 

Per Resident 
Per College-Age Resident 
Per Full-Time Undergraduate 

Average Amount 

Minnesota 

$ 19 
192 
590 

Source: Pennsylvania Higher Education Assistance Agency (March 1993). 

U.S. 

$ 8 
73 

277 
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One reason why Minnesota ranks high in its expenditures for need-based grants 
may be that the state's major progrnm, the state grant program, provided as much 
as $5,848 to some students during the 1992-93 academic year. As shown by Table 
1.7, only 29 of the nation's 188 state grantprogmms had maximum grants of at 
least $5,000 per recipient. Most of those were for graduate education in health 
professions. The majority (55 percent) of need-based programs provided maxi
mum grants ofless than $2,500. 

Table 1.7: Maximum Annual State Grant Awards 
Nationwide, 1992-93 Academic Year 

Number of 
Programs 

Less than $500 9 
$500 to $999 17 
$1,000 to $1,499 30 
$1,500 to $1,999 23 
$2,000 to $2,499 25 
$2,500 to $2,999 21 
$3,000 to $3,999 19 
$4,000 to $4,999 15 
$5,000 to $5,999a 10 
$6,000 to $6,999 4 
$7,000 to $7,999 3 
$8,000 to $8,999 1 
$9,000 to $9,999 0 
$10,000 or Moreb ....11 

Percent 

5% 
9 

16 
12 
13 
11 
10 

8 
5 
2 
2 
1 
0 

J 

All State Programs 188 100% 

Source: Pennsylvania Higher Education Assistance Agency (March 1993). 

aMinnesota's maximum was $5,848. 

brhe largest maximum awards were for graduate students in other states. 

SUMMARY 

Minnesotans are greatly involved in and highly supportive of higher education. 
The state has six systems of higher education with campuses throughout the state: 
the University of Minnesota, state universities, community colleges, technical col
leges, private four-year colleges, and private vocational schools. In recent years, 
the Legislature has appropriated nearly $900 million annually to support its public 
systems of higher education and, in addition, over $80 million annually for grants 
to public and private students. 

Each system has a separate identity and distinctive student body. Students at the 
community and technical colleges tend to be older and attend part time. Students 
at the four-year baccalaureate institutions tend to be younger and attend full time. 
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The decision to pursue higher education is complex, but the most important predic
tor is family background. The family provides income and social status and 
shapes students' expectations for the future. Generally, students from families 
with higher socioeconomic status do better in elementary and secondaIy school, 
and they are more likely to complete a program of higher education. However, 
studies show that financial aid of any kind tends to be a positive, independent in
fluence on enrollment 

Students and their parents are often confused about the availability and applicabil
ity of financial aid programs because: (1) there are many different programs, each 
with its own criteria and limits, (2) the programs change from year to year, and (3) 
financial aid varies with students' choice of school, level of enrollment, and life 
status (e.g., single versus married). In general, Minnesota's need-based state grant 
programs serve more students, more generously, than in most other states. How
ever, as we show in Chapter 2, tuition is somewhat higher in Minnesota compared 
with other states, and financial need varies with the cost to attend particular 
schools, as we discuss in Chapter 3. 





Tuition 
CHAPTER 2 

P
olicy makers across the nation have become increasingly concerned about 
the affordability of a college education. Since the early 1980s, tuition has 
grown faster than general inflation and even faster than inflation in the 

health care sector of the economy. This chapter examines the growth of under
graduate tuition I3tes in Minnesota and the factors that have caused Minnesota col
leges and universities to increase tuition I3tes. We also compared current tuition 
rates and past increases in Minnesota with national data and trends. In particular, 
this chapter addresses the following questions: 

• How fast has tuition for Minnesota higher education systems grown 
since the early 1970s? How do the rates of increase for the various 
systems compare with the inflation rate and the rate of growth in 
Minnesota's per capita income? 

• How do tuition rates for Minnesota institutions compare with national 
averages? Have Minnesota institutions experienced rates of increase 
similar to national trends? 

• What are the main factors that have contributed to tuition increases in 
Minnesota, and how does their relative impact vary by higher 
education system? 

• To what extent does expenditure growth explain tuition growth in 
Minnesota? What types of expenditures have contributed the most to 
tuition increases? 

Six higher education systems-four public and two private-are examined in this 
chapter. They are the: 1) University of Minnesota, 2) state universities, 3) commu
nity colleges, 4) technical colleges, 5) four-year private colleges, and 6) private 
vocational schools. We were able to calculate tuition increases for private voca
tional schools, but the lack of adequate data prevented us from comparing their tui
tion rates with national averages or identifying the sources of their tuition growth. 

Overall, we found that, unlike the 1970s, Minnesota tuition increases since 1981 
have significantly exceeded inflation. Rates of increase for Minnesota colleges 
and universities have generally followed national trends. In addition, the underly
ing reasons for tuition increases in Minnesota are similar to those for colleges and 
universities across the nation. Increased reliance on tuition (or decreased reliance 
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on state appropriations) to fund instructional spending is the primruy source oftui
tion growth for Minnesota's public colleges and universities. Spending increases 
in excess of inflation are the largest source of tuition growth for Minnesota's pri
vate colleges. The effect of inflation on spending is also a significant factor in tui
.tion growth for both public and private institutions. 

MINNESOTA TUITION RATES 

Methods 

In this section, we examine the growth in Minnesota tuition since 1971 and com
pare that growth with inflation rates and with increases in Minnesota's per capita 
income. The tuition rates we used for our analysis are those charged to under
graduates who are Minnesota residents. In addition, we included the required fees 
typically paid by undergraduates. 1· Room and board charges were not included. 

Generally, we were able to analyze the growth in tuition from fiscal years 1971 to 
1993.2 However, it is not possible to calculate a rate of growth for the technical 
colleges prior to 1979 since the technical colleges did not charge tuition to Minne
sota residents under the age of21 until that year. Also, while private vocational 
schools have always charged tuition, data on their tuition rates were not available 
for years prior to 1977. 

For three of the four public systems and the private four-year colleges, we used tui
tion data compiled by the Higher Education Coordinating Board (HECB). The 
data for the state universities, community colleges, and technical colleges are 
based on reports made by system office personnel to HECB over the years. Gener
ally, system-reported fees do not include fees which are unique to a particular cam
pus or are charged for particular courses. Tuition and fees for private colleges are 
averages of the tuition and fees of the 16 members of the Minnesota Private Col
lege Research Council. These 16 colleges have about 90 percent of the private col
lege enrollment in Minnesota. The data reported for the University of Minnesota 
contained some errors, so we obtained tuition and fee data directly from the Uni
versity. We calculated tuition and fees for private vocational schools from data 
gathered by HECB for financial aid purposes.3 

The University of Minnesota has different tuition and fee charges for each of its 
campuses. In addition, tuition charges are different for lower division students 
(freshmen and sophomores) and upper division students Guniors and seniors). 
Also, upper division tuition at the Twin Cities and Duluth campuses varies by col-

1 Required fees are not included for the technical colleges since historical fee data were not avail
able. 

2 Fiscal year 1971 is the same as the 1970-71 academic year, and ftscal year 1993 represents the 
1992-93 academic year. 

3 The tuition and fees that we report for private vocational schools are averages for all schools par
ticipating in the state grant program except for a munber ofhospitaI-based x-my technology pr0-
grams which charged very lo.w tuition mtes and were not typical of most private schools. 
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lege. A College of Liberal Arts major pays a different tuition·.charge than an Insti
tute of Technology student. For analyzing tuition trends, we used the tuition and 
fee chcuges for College of Liberal Arts students on the Twin Cities campus be
cause they are the largest single group ofundeIgI3duates in the University of Min
nesota system.4 Lower and upper division charges were averaged since a student 
would generally pay the lower division rate for the first half of the student's stud
ies and the upper division rate for the other half. Tuition and fee trends for other 
colleges on the Twin Cities campus and for the University's other campuses are 
presented in Appendix B. 

Analysis 

As is the case across the nation, tuition and fees in Minnesota are generally higher 
at private institutions than at public institutions. In addition, four-year schools 
typically charge more than two-year schools. For the current 1993-94 academic 
year, tuition and fees for Minnesota's public systems rnnge from $1,756 at the 
technical colleges to $3,639 for the Morris campus of the University ofMinne
sota.. The average tuition and fee charge forthe community colleges is $1,766, 
while the average for the state universities is $2,534. In contrast, the average 
charge for private vocational schools is $4,443, and the average private college 
charge is $12,196. 

Tuition and fees have grown significantly in Minnesota since the early 1970s. Be
tween 1971 and 1993, tuition grew 513 percent at the University of Minnesota, 
500 percent at the state universities, 378 percent at the community colleges, and 
586 percent at Minnesota's private colleges. By comparison, the national Con
sumer Price Index grew 259 percent over that period. The greatest growth in tui
tion from 1981 to 1993 occurred at the technical colleges; however, a rate of 
increase cannot be calculated over the entire period (1971-93) since no tuition was 
charged to Minnesota residents under the age of21 until 1979. Table 2.1 presents 
information on the changes in annual tuition and fees and the Consumer Price In
dex since 1971.5 

The relationship between tuition increases and inflation, however, was different in 
the 1970s than in the period since the early 1980s. In particular: 

• From 1971 to 1981, tuition increased at rates which were generally less 
than or equal to the inflation rate. 

• From 1981 to 1993, the rate of increase in tuition accelerated 
somewhat, while the inflation rate dropped to half of its 1970s level. 

From 1971 to 1981, tuition increased 117 percent at the University of Minnesota, 
92 percent at state universities, 80 percent at community colleges, and 120 percent 
at Minnesota's private colleges. Only the increase at the private colleges 

4 In 1992, upper division enrollment in the College of Liberal Arts was 39 percent of the Univer
sity's total upper division enrollment 

5 Monthly values of the Consumer Price Index-UIban Consumers (CPI-U) were used to calculate 
fiscal year averages for the consumer price index. 
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Table 2.1: Undergraduate Resident Tuition and Required Fees in Current 
Dollars by System, 1971-93 

Private Private Consumer 
Fiscal University of State Community Techni~ Four-Year Vocational Price 
Year Minnesotaa Universities Colleges CollruJes CollegesC Schools Inde,f 

1971 $522 $379 $353 $ 0 $1,671 NA 39.7 
1972 600 416 386 0 1,795 NA 41.2 
1973 641 416 386 0 1,933 NA 42.8 
1974 683 453 420 0 2,029 NA 46.6 
1975 714 479 420 0 2,203 NA 51.8 
1976 772 519 461 0 2,382 NA 55.5 
1977 818 545 495 0 2,576 1,074 58.7 
1978 927 590 518 0 2,882 1,303 62.6 
1979 991 608 540 350 2,999 1,392 68.5 
1980 1,060 675 574 373 3,284 1,563 77.6 
1981 1,132 726 637 373 3,674 1,851 86.6 
1982 1,264 802 697 438 4,193 2,197 94.1 
1983 1,521 989 833 560 4,799 2,394 98.2 
1984 1,672 1,246 1,013 777 5,295 2,640 101.8 
1985 1,833 1,433 1,103 980 5,841 3,088 105.8 
1986 1,943 1,543 1,170 1,070 6,385 3,097 108.8 
1987 2,020 1,623 1,193 1,166 6,922 3,227 111.2 
1988 2,106 1,650 1,238 1,271 7,453 3,282 115.8 
1989 2,208 1,695 1,305 1,305 8,189 3,316 121.2 
1990 2,379 1,892 1,373 1,395 9,230 3,393 127.0 
1991 2,630 1,997 1,474 1,496 10,044 3,560 133.9 
1992 2,864 2,207 1,598 1,550 10,774 3,942 138.2 
1993 3,200 2,276 1,687 1,618 11,467 4,033 142.5 

1971-81 
'% Change 116.9% 91.6% 80.5% NA 119.9% NA 118.1% 
Annual Rate 8.0 6.7 6.1 NA 8.2 NA 8.1 

of Change 

1981-93 
% Change 182.7 213.5 164.8 333.8% 212.1 117.9% 64.5 
Annual Rate 9.0 10.0 8.5 13.0 9.9 6.7 4.2 

of Change 

1971-93 
% Change 513.0 500.5 377.9 NA 586.2 NA 258.9 
Annual Rate 8.6 8.5 7.4 NA 9.1 NA 6.0 

of Change 

Note: NA = Not Available. 

Sources: Higher Education Coordinating Board, University of Minnesota, and Technical College System. 

aColiege of Liberal Arts on the Twin Cities campus only. 

t>ruition only. Required fees not included. 

clncludes Minnesota Private College Council members only. 

dMonthly values ofthe CPI-U were used to calculate fiscal year averages of the consumer price index. 
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exceeded the 118 percent growth in consumer prices. Average annual rates of in
crease in tuition ranged from 6.1 percent at community colleges to 8.2 percent at 
private colleges, while the inflation rate averaged 8.1 percent. 

From 1981 to 1993, tuition increased 183 percent at the University of Minnesota, 
213 percent at state universities, 165 percent at community colleges, 334 percent 
at technical colleCes, 212 percent at private colleges, and 118 percent at private vo
cational schools. Each of these increases substantially exceeded the 64 percent 
increase in consumer prices experienced over the period. Average annual rates of 
increase in tuition ranged from 6.7 percent at private vocational schools to 13.0 
percent at technical colleges. The inflation rate averaged just 4.2 percent. 

Both Figure 2.1 and Table 2.2 measure tuition and fees in constant 1993 dollars. 
These exhibits further illustrate that tuition at the University of Minnesota, the 
state universities, and the community colleges began to increase faster than infla
tion around 1982. Figure 2.2 shows a similar pattern for private colleges. The pat
tern for private vocational schools was different. Private vocational tuition 
increased in constant dollars from 1977 to 1985 but has decreased slightly since 
1985. Even after adjusting for inflation, tuition grew 72 percent at the University 
of Minnesota, 90 percent at state universities, 61 percent at community colleges, 
164 percent at technical colleges, 90 percent at private colleges, and 32 percent at 
private vocational schools between 1981 and 1993. 

Figure 2.1: Tuition and Fees for Public Systems in 
Constant 1993 Dollars, 1971-93 

$3,500 

$3,000 

University of Minnesota 

$2,500 

$2,000 

$1,500 

$1,000 Community Colleges 

$500 

$O~~4-+-~-+-r~4-+-~-+-r-r4-+-~~-+-r 
71 73 75 77 79 81 83 85 87 89 91 93 

Fiscal Year 

6 Technical colleges experienced the greatest mte of increase during the 1980s, because tuition 
had not been charged to Minnesota residents under the age of 21 during most of the 1970s. 
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Table 2.2: Undergraduate Resident Tuition and Required Fees in 
Constant 1993 Dollars by System, 1971-93 

Private Private 
Fiscal University of State Community Techni~ Four-Year Vocational 
Year Minnesotaa Universities ColI~es Colleges CollegesC Schools 

1971 $1,874 $1,360 $1,267 $ 0 $5,998 NA 
1972 2,075 1,439 1,335 0 6,208 NA 
1973 2,134 1,385 1,285 0 6,436 NA 
1974 2,089 1,385 1,284 0 6,205 NA 
1975 1,964 1,318 1,155 0 6,060 NA 
1976 1,982 1,333 1,184 0 6,116 NA 
1977 1,986 1,323 1,202 0 6,253 $2,607 
1978 2,110 1,343 1,179 0 6,560 2,966 
1979 2,062 1,265 1,123 728 6,239 2,896 
1980 1,947 1,240 1,054 685 6,031 2,870 
1981 1,863 1,195 1,048 614 6,046 3,046 
1982 1,914 1,215 1,055 663 6,350 3,327 
1983 2,207 1,435 1,209 813 6,964 3,474 
1984 2,340 1,744 1,418 1,088 7,412 3,695 
1985 2,469 1,930 1,486 1,320 7,867 4,159 
1986 2,545 2,021 1,532 1,401 8,363 4,056 
1987 2,589 2,080 1,529 1,494 8,870 4,135 
1988 2,592 2,030 1,523 1,564 9,171 4,039 
1989 2,596 1,993 1,534 1,534 9,628 3,899 
1990 2,669 2,123 1,541 1,565 10,356 3,807 
1991 2,799 2,125 1,569 1,592 10,689 3,789 
1992 2,953 2,276 1,648 1,598 11,109 4,065 
1993 3,200 2,276 1,687 1,618 11,467 4,033 

1971-81 
% Change -0.6% -12.1% -17.3% NA 0.8% NA 
Annual Rate -0.1 -1.3 -1.9 NA 0.1 NA 

of Change 

1981-93 
% Change 71.8 90.5 60.9 163.6% 89.7 32.4% 
Annual Rate 4.6 5.5 4.0 8.4 5.5 2.4 

of Change 

1971-93 
% Change 70.8 67.3 33.1 NA 91.2 NA 
Annual Rate 2.5 2.4 1.3 NA 3.0 NA 

of Change 

Note: NA = Not Available. 

Sources: Higher Education Coordinating Board, University of Minnesota, Technical College System, and United States Department of 
Commerce. 

aCollege of Liberal Arts on the Twin Cities campus only. 

"TUition only. Required fees not included. 

clncludes Minnesota Private College Council members only. 
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Figure 2.2: Tuition and Fees for Private Systems in 
Constant 1993 Dollars, 1971-93 
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• Tuition increases for all systems except the private vocational schools 
exceeded inflation in all major components of the Consumer Price 
Index, including medical services, between 1981 and 1992. 

Since the early 1980s, medical care costs have increased faster than any other ma
jor component of the national Consumer Price Index, causing some to declare a 
crisis in the health care industry. Health care prices increased 133 percent be
tween 1981 and 1992. However, as Table 2.3 demonstrates, tuition increases in 
Minnesota's public and private colleges and universities were higher, ranging 
from 151 percent at community colleges to 316 percent at technical colleges. 
Only private vocational schools, with an increase of 113 percent, experienced a 
lower rate of increase. 

However, one should not conclude that public higher education spending per stu
dent has necessarily increased faster than medical care costs. In fact, expenditures 
per student in public systems of higher education have generally risen slower than 
medical care costs. For example, instructional expenditures per student rose 103 
percent at the University of Minnesota between 1981 and 1992, while tuition and 
fees rose 153 percent. Much of the difference is due to the relative decline of state 
appropriations as a funding source forthe University's instructional activities. Be
tween 1981 and 1992, instructional appropriations per student increased only 70 
percent. 
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Table 2.3: Tuition and Fee Increases Compared With 
Components of the Consumer Price Index, 1971-92 

Percentage Increase 

1971-81 1981-92 

TUITION AND FEES 
University of Minnesotaa 117% 153% 
State Universities 92 204 
Community Colleges 80 151 
Technical Colleges NA 316 
Private Colleges 120 193 
Private Vocational Schools NA 113 

CONSUMER PRICE INDEXb 

Food 127% 52% 
other Commodities 102 37 
Energy 253 12 
Medical Care Services 135 133 
other Services 128 75 
All Items 119 60 

Note: NA = Not Available. 

Sources: U.S. Department of Commerce and Higher Education Coordinating Board. 

8College of Liberal Arts on the Twin Cities campus. 

1971-92 

449% 
482 
353 
NA 

545 
NA 

244% 
177 
295 
449 
299 
249 

bFiscal year values for CPI-U components were obtained by averaging adjacent calendar years. 

We also compared tuition trends with changes in Minnesota's per capita income. 
Such a comparison can provide some indication of how the affordability of a col
lege education has changed over time? Overall, the comparison in Table 2.4 
shows that: 

• Since 1971, per capita income has increased faster than inflation, but 
tuition has increased faster than per capita income except at the 
community colleges and private vocational schools. 

However, the pattern during the 1970s was substantially different from that during 
the 1980s and early 1990s. Per capita income increased faster than tuition in four 
of the six systems between 1971 and 1981. After 1981, tuition grew significantly 
faster than per capita income in all six systems. Table 2.4 shows that tuition as a 
percentage of per capita income was higher in 1992 than 1971 in four of the six 
systems. Only in the community colleges was the percentage lower in 1992 than 
in 1971.8 

7 It would be preferable to use median family income, or perhaps median household income, in
stead of per capita income. However, family income data for Minnesota are available from the U.S. 
Census only once every ten years. The State Demogmpher's Office advised us not to use annual 
household income data for Minnesota due to large potential errors in the data. 

8 Tuition data were not available for the sixth system-the private vocational schools-from 1971 
through 1976. 
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Table 2.4: Tuition and Fees as a Percentage of Per Capita Income by 
System, 1971-92 

Minnesota Private Private 
Fiscal Per Capita University of State Community Technical Four-Year Vocational 
Year Income Minnesota8 Universities Colleges Colleges Colleges Schools 

1971 $4,099 12.7% 9.2% 8.6% 0.0% 40.8% NA 
1972 4,322 13.9 9.6 8.9 0.0 41.5 NA 
1973 4,918 13.0 8.5 7.8 0.0 39.3 NA 
1974 5,634 12.1 8.0 7.5 0.0 36.0 NA 
1975 5,842 12.2 8.2 7.2 0.0 37.7 NA 
1976 6,363 12.1- 8.2 7.2 0.0 37.4 NA 
1977 7,021 11.7 7.8 7.1 0.0 36.7 15.3% 
1978 7,771 11.9 7.6 6.7 0.0 37.1 16.8 
1979 8,673 11.4 7.0 6.2 4.0 34.6 16.0 
1980 9,551 11.1 7.1 6.0 3.9 34.4 16.4 
1981 10,459 10.8 6.9 6.1 3.6 35.1 17.7 
1982 11,246 11.2 7.1 6.2 3.9 37.3 19.5 
1983 11,809 12.9 8.4 7.1 4.7 40.6 20.3 
1984 12,837 13.0 9.7 7.9 6.1 41.2 20.6 
1985 13,976 13.1 10.3 7.9 7.0 41.8 22.1 
1986 14,730 13.2 10.5 7.9 7.3 43.3 21.0 
1987 15,538 13.0 10.4 7.7 7.5 44.5 20.8 
1988 16,250 13.0 10.2 7.6 7.8 45.9 20.2 
1989 17,189 12.8 9.9 7.6 7.6 47.6 19.3 
1990 18,262 13.0 10.4 7.5 7.6 50.5 18.6 . 
1991 18,910 13.9 10.6 7.8 7.9 53.1 18.8 
1992 19,590 14.6 11.3 8.2 7.9 55.0 20.1 

1971-81 
% Change 155.2% 

I Annual Rate 9.8 
of Change 

1981-92 
% Change 87.3 
Annual Rate 5.4 

of Change 

1971-92 
% Change 377.9 
Annual rate 7.4 

of Change 

Sources: U.S. Department of Commerce and Higher Education Coordinating Board. 

aColiege of Liberal Arts on the Twin Cities campus. 
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NATIONAL COMPARISONS 

In this section, we examine how tuition and fees at Minnesota colleges and univer
sities compare with those at colleges and universities across the United States.9 

We also examine whether tuition in Minnesota has grown faster or slower than 
elsewhere. Finally, we look at some national comparisons of "net tuition"-tuition 
and fees after subtracting certain categories offinancial aid grants. 

Methods 

In general, we used three types of comparisons to contrast Minnesota resident un
dergraduate tuition with tuition charged elsewhere. First, we used national data 
published annually by the National Center for Education Statistics in the United 
States Department of Education. 10 This source provides national averages oftui
tion and fees for resident undergraduates attending public research universities, 
other public four-year colleges and universities, all public two-year institutions, 
private research universities, and other private four-year colleges. National aver
ages for public research universities can be compared with the University of Min
nesota tuition, while averages for other public four-year institutions can be 
compared with tuition at Minnesota's state universities. Tuition at the community 
colleges and the technical colleges can be compared with the national average for 
public two-year colleges, and tuition at Minnesota's private colleges can be com
pared with the national average for other private four-year colleges. 11 The na
tional averages from the U.S. Department of Education are enrollment-weighted 
so that they provide a valid indication of the average tuition and fees per full-time 
equivalent student. 

The second type of data we used came from annual surveys of public institutions 
by the Higher Education Coordinating Board in the State of Washington. 12 This 
source includes state-by-state averages of tuition and fees for research universities 
such as the University of Minnesota, other four-year state colleges and universities 
such as Minnesota's state universities, and two-year community colleges. The 
state-by-state averages are useful for comparing one state with another but do not 
provide a valid measure of the national average of tuition and fees per full-time 
student. 13 

Finally, we used more selective peer groups of institutions at the request of two 
systems, the University of Minnesota and the technical colleges. The University 

9 We provide tuition comparisons for five of Minnesota's six systems. There is no adequate 
source of national data on tuition for private vocational schools. 

10 U.S. Department of Education, Digest o/Education Statistics, 1993 (Washington, DC, October 
1993),308-309. 

11 Minnesota does not have any private research universities. 

12 The most recent comparison is contained in Washington State Higher Education Coordinating 
Board, 1992-93 Tuition and Fees: A National Comparison (Olympia, WA, January 1993). 

13 This source computes a national average by averaging the 50 state averages. The subsequent na
tional average COWlts tuition in Idaho as much as tuition in California even though California 
schools have considerably more enrollment 
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participates in the American Association of Universities Data. Exchange 
(AAUDE), which regularly compiles and shares information on tuition and other 
aspects of higher education for a nationwide group of universities. For pwposes 
of tuition comparisons, AAUDE has information on 31 public universities, includ
ing all public members of the Big Ten and Big Eight Conferences and 140theruni
versities from across the United States. 

The representatives of the technical college system suggested that we use a more 
selective peer group for their system because the public two-year institutions in 
most states combine the functions of Minnesota's community college and techni
cal college systems and are more heavily weighted toward providing less expen
sive community college courses. As a result, they suggested we use nine states 
with separate technical colleges which they have found to be comparable to our 
technical college system. For those nine states, we used tuition and fee data from 
the National Center for Education Statistics for 1992.14 

University of Minnesota 

National comparisons of university tuition generally involve only the main re
search campus of each university. Unlike many universities, however, the Univer
sity of Minnesota has multiple tuition rates on its main campus. Consequently, for 
comparisons involving the University of Minnesota, it is necessary to select a tui
tion rate which is representative of the various rates on campus. AAUDE and Uni
versity of Minnesota officials have genernlly used the upper division rates for 
College ofLibernl Arts students when making comparisons. We used this same 
procedure in our comparisons since upper division tuition rates for College of Lib
ernl Arts students are a reasonable approximation of the average tuition paid by un
dergraduates on the University's Twin Cities campus. 

Tables 2.5,2.6, and 2.7 show how tuition and fees at the University of Minne
sota's Twin Cities campus compare with tuition and fees at all public research uni
versities, a 50-state average of public research universities, and AAUDE 
members.IS Table 2.7 also shows Minnesota's rank among public members of the 
Big Ten Conference. In genernl, these tables show that: 

• University of Minnesota tuition is higher than the national average for 
public research universities. 

• Between 1971 and 1993, University of Minnesota tuition increased 
faster than tuition at public universities nationwide primarily due to 
faster tuition growth during the 1970s. 

Data in Tables 2.5 and 2.6 suggest that in 1993 University of Minnesota tuition 
was about 23 to 24 percent higher than tuition at other public research universities. 
In addition, the tables suggest that the University's tuition has increased faster 

14 The nine states are Georgia, Idaho, Kentucky, Maine, New Hampshire, Oklahoma, South Caro
Iina, Texas, and Wisconsin. 

15 The University tuition and fee charges in these tables differ from those in Table 2.1, since Table 
2.1 averages upper and lower division tuition and fee charges for the College of Liberal Arts. 
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Table 2.5: University of Minnesota Tuition and Fees 
Compared With All Public Universities, 1971-93 

Fiscal University of National UM Variation 
Year Minnesotaa Average From Average 

1971 $522 $478 9% 
1981 1,132 915 24 
1993 3,242 2,610 24 

1971-81 
% Change 116.9% 91.4% 
Annual Rate 8.0 6.7 

1981-93 
% Change 186.4 185.2 
Average Rate 9.2 9.1 

1971-93 
% Change 521.1 446.0 
Annual Rate 8.7 8.0 

Sources: University of Minnesota and U.S. Department of Education. 

aCollege of Liberal Arts upper division tuition and fees at the Twin Cities campus. 

Table 2.6: University of Minnesota Tuition and Fees 
Compared With 50-State National Average, 1973-93 

Fiscal University of 50-state UM Variation 
Year Minnesotaa Average From Average UM Rank 

1973 $641 $549 17% 130f50 
1983 1,526 1,136 34 6 of 50 
1993 3,242 2,627 23 12 of 50 

1973-83 
% Change 138.1% 106.9% 
Annual Rate 9.1 7.5 

1983..;93 
% Change 112.5 131.3 
Annual Rate 7.8 8.7 

1973-93 
% Change 405.8 378.5 
Annual Rate 8.4 8.1 

Sources: University of Minnesota and State ofVVashington Higher Education Coordinating Board. 

aCollege of Liberal Arts upper division tuition and fees at the Twin Cities campus. 
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Table 2.7: University of Minnesota Tuition and Fees Compared With 
National Peer Groups, 1974-93 

AAUOEG[QUp Big jO UciveCiitiesb 

Fiscal University of UM Variation UM Variation 
Year Micces!2ta

8 Avemge E[Qm Avemge Me.dian UM Back Av.emge FrQmA~emge .MMian UM Back 

1974 $683 $659 4% $622 9 of 27 $699 -2% $683 50f9 
1983 1,526 1,306 17 1,176 7 of 31 1,465 4 1,388 30f9 
1993 3,242 2,882 12 2,721 100f31 3,112 4 2,799 40f9 

19Z!1::a3 
% Change 123.4% 98.2% 89.1% 109.6% 103.2% 
Annual Rate 9.3 7.9 7.3 8.6 8.2 

j983-93 
% Change 112.5 120.7 131.4 112.4 101.7 
Annual Rate 7.8 8.2 8.8 7.8 7.3 

j9Z!1-93 
% Change 374.7 337.3 337.5 345.2 309.8 
Annual Rate 8.5 8.1 8.1 8.2 7.7 

Source: University of Minnesota. 

aColiege of Liberal Arts upper division tuition and fees at the Twin Cities campus. 

blncludes the nine public universities In the Big Ten conference. 

than that at other universities from the early 1970s through 1993. From 1971 to 
1993, tuition rates at the University of Minnesota grew 521 percent, or an annual 
average of 8.7 percent, compared with 446 percent nationally, or 8.0 percent annu
ally. The difference in rates of growth was primarily due to a faster tuition growth 
rate at the University of Minnesota in the 1970s than at other universities. 

Table 2.7 shows that University of Minnesota tuition was higher than the AAUDE 
and Big Ten averages in 1993, but closer to these averages than to the national av
erage for all public research universities. University of Minnesota tuition was 12 
percent above the AAUDE average and 4 percent above the Big Ten average. 
From 1974 to 1993, University of Minnesota tuition grew 375 percent compared 
with 337 percent for AAUDE members and 345 percent for Big Ten Conference 
members. The average annual rates of increase over this period were 8.5 percent 
for the University of Minnesota, 8.1 percent for AAUDE members, and 8.2 per
cent for Big Ten members. Again, this difference in growth rates was primarily 
due to faster tuition growth at the University of Minnesota from 1974 to 1983. 
Tuition growth in Minnesota was roughly the same as the Big Ten average from 
1983 to 1993,.and was lower than the AAUDE average in the last 10 years. Table 
2.8 shows how the University's 1993 tuition compared with Big Ten and other 
AAUDE member institutions. 16 

16 For these comparisons, the Big Ten Conference includes only nine members because Northwest
ern University, a private university, is excluded. Also, Penn. State University was not a member of 
the Big Ten Conference in 1993, but will be a member beginning in 1994. 
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Table 2.8: Tuition and Required Fees for Public 
Universities in AAUDE, 1993 

University Tuition and Fees University Tuition and Fees 

BIG TEN CONFERENCE 
Illinois 
Indiana 
Iowa 
Michigan 
Michigan State 
Minnesota 
Ohio State 
Purdue 
Wisconsin 

BIG EIGHT CONFERENCE 
Colorado 
Iowa State 
Kansas 
Kansas State 
Missouri 
Nebraska 
Oklahoma 
Oklahoma State 

Source: University of Missouri. 

State Universities 

Overall, we found that: 

$3,458 
2,794 
2,228 
4,584 
4,041 
3,242 
2,799 
2,520 
2,346 

$2,540 
2,228 
1,798 
1,841 
2,812. 
2,187 
1,750 
1,767 

OTHERS 
Arizona 
California-Berkeley 
Cornell 
Florida 
Maryland 
North Carolina 
Oregon 
Penn State 
Pittsburgh 
Rutgers 
SUNY-Buffalo 
Texas 
Virginia 
washington 

AAUDE Average 

$1,528 
3,249 
7,056 
1,649 
2,778 
1,284 
2,721 
4,618 
4,922 
4,040 
3,033 
1,372 
3,890 
2,253 

$2,882 

• Tuition for students in Minnesota's state university system was a little 
above the national average in 1993. 

• Tuition at Minnesota's state universities has grown slower than the 
national average since 1971. 

According to Table 2.9, tuition in Minnesota was about 4 percent higher than the 
national average for four-year public colleges and universities in 1993. Tuition in 
Minnesota grew slower than the national average from 1971 to 1981, but faster 
than the national average from 1981 to 1993. For the entire period (1971-93), tui
tion grew 500 percent for Minnesota's state universities while the national average 
grew 560 percent. Average annual rates of growth were 8.5 percent for Minnesota 
and 9.0 for the nation. 

The data in Table 2.10 from the State of Washington Higher Education Coordinat
ing Board also show that Minnesota tuition was a little higher (7 percent) than the 
average for the 46 states with public four-year colleges and universities in 1993. 
The tuition growth rate for Minnesota was, however, higher from 1973 to 1993 
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Table 2.9: State University System Tuition and Fees 
Compared With All Public Four-Year Institutions, 
1971-93 

Minnesota 
Fiscal National Variation 
Year State Universities Averagea From Average 

1971 $379 $332 
1981 726 722 
1993 2,276 2,190 

1971-81 
% Change 91.6% 117.5% 
Annual Rate 6.7 8.1 

1981-93 
% Change 213.5 203.3 
Annual Rate 10.0 9.7 

1971-93 
% Change 500.5 559.6 
Annual Rate 8.5 9.0 

Sources: Higher Education Coordinating Board and U.S. Department of Education. 

alncludes all public four-year institutions except research universities. 

14% 
1 
4 

Table 2.10: State University System Tuition and Fees 
Compared With a 46-State National Average, 1973-93 

46-State Minnesota 
Fiscal State National Variation Minnesota 
Year Universities Averagea From Average Rank 

1973 $416 $465 -11% 27 of 46 
1983 989 941 5 18 of 46 
1993 2,276 2,123 7 18 of 46 

1973-83 
% Change 137.7% 102.4% 
Annual Rate 9.0 7.3 

1983-93 
% Change 130.1 125.6 
Annual Rate 8.7 8.5 

1973-93 
% Change 447.1 356.6 
Annual Rate 8.9 7.9 

Source: State of Washington Higher Education Coordinating Board. 

aExcludes Alaska, Delaware, Hawaii, and Wyoming. 
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than the growth in the 46-state average. This difference between Tables 2.9 and 
2.10 is primarily due to the difference in the years covered by each table. The na
tional data used in Table 2.9 would show a similar result to that in Table 2.10 if 
1973 had been used as a starting point. This suggests that the comparison of state 
university tuition growth rates to national trends is sensitive to the selection of a 
starting point. 

Community Colleges 

Tables 2.11 and 2.12 present data comparing tuition at Minnesota's community 
colleges with the national average for two-year public colleges and an average of 
states with community colleges. Data on the national average are shown for the 
period 1971-93, while data on the state-by-state average only go back to 1979. 
The tables show that: 

• Since 1971, tuition at Minnesota's community colleges has been 
substantially above the national average. 

• Tuition in Minnesota grew slower than the national average from 1971 
to 1993, primarily because of slower than average growth during the 
1970s. 

Table 2.11: Community College System Tuition and 
Fees Compared With All Public Two-Year Colleges, 
1971-93 

Minnesota 
Fiscal National Variation 
Year Community Colleges Average From Average 

1971 $353 $187 89% 
1981 637 391 63 
1993 1,687 1,018 66 

1971-81 
% Change 80.5% 109.1% 
Annual Rate 6.1 7.7 

1981-93 
% Change 164.8 160.4 
Annual Rate 8.5 8.3 

1971-93 
% Change 377.9 444.4 
Annual Rate 7.4 8.0 

Sources: Higher Education Coordinating Board and United states Department of Education. 
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Table 2.12: Community College System Tuition and 
Fees Compared With a National Average of States, 
1979-93 

National Minnesota 
Fiscal Community Average Variation Minnesota 
Year ColI~es of States From Average Rank 

1979 $540 $371 46% 6 of 47 
1993 1,687 1,152 46 6 of 48 

1979-93 
% Change 212.4% 210.5% 
Annual Rate 8.5 8.4 

Source: State of Washington Higher Education Coordinating Board. 
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In 1971, Minnesota community college tuition was 89 percent above the national 
average and in 1993 was 66 percent above average. The data on states show that 
Minnesota had the sixth highest tuition of 48 states in 1993--a rank which was un
changed from 1979. Minnesota's 1993 tuition was 46 percent above the 48~ 
average. 17 

Tuition grew 378 percent in Minnesota from 1971 to 1993, while the national aver
age grew 444 percent. The average annual rate of growth was 7.4 percent for Min
nesota and 8.0 percent for the nation. The difference in growth rates was 
primarily due to slower growth in Minnesota during the 1970s than elsewhere. 
Both tables suggest that community college tuition growth in Minnesota was a lit
tle greater than elsewhere during the 1980s and early 19905. 

Technical Colleges 

Minnesota's technical college tuition and fees of$I,665 in 1993 can also be com
pared with the national average of$I,018 in Table 2.11 for two-year public col
leges. The national average of$187 in 1971 compares with a charge of$O for 
Minnesota since resident tuition for those under the age of 21 was not chatged at 
Minnesota technical colleges prior to 1979. As a result, we conclude that: 

• In 1993, tuition at Minnesota's technical colleges was substantially 
above that charged at public two-year institutions across the nation. 

• Minnesota's technical college tuition rates have grown faster than the 
national average since the early 1970s, since Minnesota did not charge 
tuition to residents under the age of 21 until 1979. 

As noted earlier, however, it could be aIBUed that the national average for public 
two-year colleges is more representative of community colleges than technical col-

17 Two states do not have community colleges. 
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leges. As a result, we also compared Minnesota's technical colleges with nine 
states that have separate technical colleges.I8 Table 2.13 shows that this compari
son narrows the existing difference between Minnesota technical college tuition 
and averages for other states, but Minnesota tuition was still substantially above 
the peer group average. For 1992, Minnesota tuition was 73 percent above the na
tional average for all public two-year institutions, while it was 54 percent above 
the average for all 99 technical colleges in the 9-state peer group and 37 percent 
above the average we obtained from averaging each of the nine states' averages. 

Table 2.13: Minnesota Technical College System 
Tuition and Fees Compared With Other Public 
Two-Year Institutions, 1992 

Minnesota Technical College System 
National Average for Public 2-Year Institutions 

Selected Peer Group 
Average of9 States 
Average of99 Schools 

Source: u.S. Department of Education. 

Private Four-Year Colleges 

Minnesota 
FY 1992 Variation 

Tuition and Fees From Average 

$1,625 
937 

$1,182 
1,057 

73% 

37% 
54 

Table 2.14 compares average tuition and fees for the 16 members of the Minne
sota Private College Council with the national average for four-year private col
leges, excluding research universities. The table shows that: 

• Tuition at Minnesota's private colleges was 19 percent higher than the 
national average in 1993 and has grown slightly faster than average 
since 1971. 

Ideally, Minnesota data would include all Minnesota private four-year colleges 
and be weighted by enrollment like the national average. However, these data 
were not readily available for the time period used in Table 2.14. Consequently, 
we calculated a weighted average for all private colleges in Minnesota for 1991 
and compared it with the national average. Adding those colleges which are not 
Council members, and weighting by enrollment would reduce the Minnesota aver
age to $9,579 from $10,044 in 1991, but the revised average is still 14 percent 
above the national average of$8,389. Including the other colleges would lower 
the Minnesota average somewhat because they have substantially lower average 
tuition ($4,999) than Council members ($10,044). The reduction in the average is 

18 In many states. technical education is offered at comprehensive two-year colleges which pre
dominantly offer a community college curriculum. 
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Table 2.14: Minnesota Private College Tuition and 
Fees Compared With All Four-Year Private Colleges, 
1971-93 

Minnesota 
Fiscal Private Variation 
Year Collegesa 

Nationab 
Average From Average 

1971 $1,671 $1,603 
1981 3,674 3,390 
1993 11,467 9,636 

1971-81 
% Change 119.9% 111.5% 
Annual Rate 8.2 7.8 

1981-93 
% Change 212.1 184.2 
Annual Rate 9.9 9.1 

1971-93 
% Change 586.2 501.1 
Annual Rate 9.1 8.5 

Sources: Higher Education Coordinating Board and U.S. Department of Education. 

ainc/udes the 16 members of the Minnesota Private College Research Council. 

blnc/udes all four-year private colleges except private research universities. 

4% 
8 

19 
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not very significant, however, since these other colleges had only about 10 percent 
of Minnesota's private college enrollment in 1991. 

Net Thition 

We have seen that undergraduate tuition for Minnesota residents who attend a Min
nesota college or university is generally higher than in other states. As we saw in 
Chapter 1, however, Minnesota has a more generous program of need-based state 
grants than most other states. In addition, some Minnesota students receive Pell 
and other grants from the federal government, and some Minnesota institutions 
use institutional funds to further defray tuition costs. All types of grants (state, fed
eral, private, and institutional) serve to reduce a student's net tuition bill. Conse
quently, it would be interesting to know how Minnesota's tuition compares with 
the national average after student grants are subtracted from gross tuition. 

At least two limited attempts have been made to rank states according to the net 
tuition chruged by higher education institutions in each state. One of these is a 
comparison which is part of Kent Halstead's extensive research on public higher 
education.19 Halstead's index of net tuition subtracts state-appropriated student 
aid per full-time equivalent student from tuition revenues per Student. The index 

19 Research Associates of Washington, State Profiles: Financing Public Higher Education, 1978 
to 1992 (Washington, DC, October 1992), 52,140. 
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combines data from all of each state's public higher education institutions for the 
purpose of having a single net tuition measure for each state. Halstead's results 
suggest that net tuition in Minnesota was seven percent below the national average 
in both 1973 and 1978, but rose to eight percent above the national average in 
1992. 

Another analysis of net tuition can be done using data from the Lilly Study.20 
This study compared tuition revenues and financial grants-in-aid at the University 
of Minnesota and Minnesota's state universities with public baccalaureate degree
granting institutions in other states. For each state, researchers calculated total tui
tion revenues as a percentage of fully allocated instructional costs and total 
grants-in-aid expenditures as a percentage of fully allocated instructional costs.21 

Grant expenditures included state, federal, and institutional grants to students. 
The study showed that in 1990 the portion of expenditures which were paid by tui
tion was higher in Minnesota (33.2 percent) than for the 49-state median (30.9 per
cent).22 Also, grants as a percentage of expenditures were 13.7 percent in 
Minnesota compared with a 12.6 percent national median. 

We combined these two measures to calculate a measure of net tuition for Minne
sota's public universities. Minnesota's tuition revenues net of student grants as a 
percentage of fully allocated instructional expenditures was 19.5 percent in 1990 
compared with a 49-state median of 16.6 percent. In other words, students at the 
University of Minnesota and Minnesota's state universities paid a higher share of 
their schools' expenditures than in the median state even after adjusting for differ
ences in grants. Alternatively, a smaller share of expenditures was financed by 
non-student sources (state and federal appropriations and other sources) in Minne
sota (80.5 percent) than in the median state (83.4 percent). 

The Halstead and Lilly data both suggest that net tuition in Minnesota's public col
leges and universities is probably higher than national averages. However, there 
are several reasons why this general conclusion may not be definitive. First, the 
analyses include all tuition revenue including non-resident tuition. As a result, 
they measure a state's attrnction of non-residents to its institutions, as well as the 
relative tuition rates chruged to residents. Second, the measures combine different 
types of institutions which have significantly different tuition rates. For example, 
the Halstead measure includes both four-year and two-year institutions. A state 
could have lower net tuition than the Halstead measure indicates if the state relies 
more on four-year institutions than the average state.23 Third, the Halstead meas
ure, unlike the Lilly. Study, includes only state-appropriated grants. Fourth, care 
should be used in interpreting the measure we derived from the Lilly data because, 
unlike the Halstead measure, it relies on comparison to a median for states. Min-

20 Minnesota Private College Research Foundation, Ways and Means: How Minnesota Families 
Pay for College (Saint Paul, November 1992), 146-48. 

21 Fully allocated instructional costs include not only direct instructional costs but also a pro-rated 
share of ovemead and administrative costs. 

22 Data were not available for the state of Oregon. 

23 A state with a greater than average proportion of four-year college students could have above av
erage net tuition using the Halstead measure, even though it has below average net tuition for both 
its four-year and two-year colleges when compared with their national peers. 
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nesota's net tuition could easily be above the national median and still be below 
the national average which is calculated by weighting each state's net tuition by its 
higher education enrollment. Finally, it should be noted that neither of these meas
ures includes private colleges and private vocational schools, and the Lilly data 
did not include public two-year colleges. 

SOURCES OF TUITION GROWTH 

In this section, we address the following questions: 

• What are the main factors that have contributed to tuition increases in 
Minnesota's institutions of higher education? 

• To the extent that higher education spending growth has caused 
tuition increases, what types of expenditures have contributed most to 
the tuition increases? 

Methods 

Our analysis of these questions focused on the time period beginning with fiscal 
year 1978 and ending with fiscal year 1992. This time period was selected for two 
reasons. First, data on the instructional expenditures of three of the public higher 
education systems are not available before 1978. Also, higher education spending 
in the public systems generally declined in constant dollars during state budget cri
ses in the early 1980s. By using 1978 as a starting point, the analysis avoids using 
an initial year which may have had abnonnally low spending. 

While the earlier sections of this chapter focused on the growth in resident under
graduate tuition, the analysis in this section examines the overall growth in tuition 
revenue. Data limitations prohibit us from attempting to explain tuition increases 
separately for resident unde~raduates, non-resident unde~raduates, and graduate 
students. However, because tuition Iates for non-residents and graduate students 
have increased along with Iates for resident unde~raduates, it is reasonable to 
view the analysis in this section as roughly accurate for resident unde~raduate tui
tion rates. 

Our analysis excludes the private vocational schools since data do not exist on 
their expenditures and tuition revenues. For the other five systems, we had suffi
cient data to quantify the major factors which have contributed to tuition growth. 
In some cases, however, detailed analysis of expenditure growth for the four pub
lic systems and Minnesota's private colleges was subject to data limitations. For 
example, for private colleges, we obtained data on expenditure growth by type of 
expenditure but were not able to obtain data on changes in staffing and average 
salaries. Detailed analysis for the public systems, particularly the University of 
Minnesota, was also subject to some limitations. In general, expenditure, staffing, 
and salary data for the public systems are aggregated for all system activities and 
staff. In explaining tuition growth, however, it would be best to isolate only those 
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staff and salaries which represent direct or indirect instructional expenditures and 
are funded by tuition or state appropriations. The lack of such data is a major 
problem for analysis of the University of Minnesota since only about 25 percent 
of the University's expenditures are state-supported instructional expenditures. 
This is much less of a problem for the other three systems. However, an analysis 
of any of the other three systems would show that instructional expenditures grew 
at a different rate over time than the system's total expenditures, which include 
non-instructional spending and spending supported by funds other than state ap
propriations or tuition. 

Finally, in our analysis, we used three different price indices to estimate the effect 
of inflation and to measure the impact of spending on tuition. The primary index 
we used was the Public Goods and Services Index for State and Local Govern
ments (pGSL), which is the national price deflator for state and local government 
spending in the gross domestic product. This index reflects changes in prices paid 
by state and local governments (including public institutions of higher education) 
for goods and services. The other indices we used were the Consumer Price Index
Uruan Consumers (CPI-U) and the Higher Education Price Index (HEPI). The 
CPI-U is the national consumer price index for urban consumers and measures 
price changes paid by consumers for goods and services. The HEPI, developed by 
Kent Halstead of Research Associates of Washington, measures changes in prices 
paid by colleges and universities for goods and services. 

The PGSL has several advantages which led us to use it as our primary index of 
price changes. The principal advantage of the PGSL is that it provides an external 
measure of changes facing government institutions and does not simply reflect the 
changes in average salaries which have occurred in higher education. The PGSL 
also has the advantage of being calculated at a federal level and being updated pe
riodically to reflect changes in the types of goods purchased by government agen
cies overtime. In addition, the Minnesota Department of Finance uses the PGSL 
to evaluate cost trends for higher education and state agencies. The HEPI has the 
advantage of measuring only price changes specific to higher education. How
ever, the HEPI is dominated by salary and fringe benefit changes. To the extent 
that higher education salaries and benefits are detennined by higher education sys
tems or collective bruyaining, and not external market pressures, the HEPI may 
not be an accurate measure of inflation. The CPI-U is the appropriate measure for 
assessing tuition increases from a consumer's viewpoint, but is not the best meas
ure for assessing the role that expenditure growth played in tuition growth. The 
CPI-U measures changes in prices a typical consumer faces, not the changes in 
prices faced by government institutions. 

From 1978 to 1992, these three indices increased at different rates. The PGSL in
creased 106 percent, the CPI-U increased 121 percent, and the HEPI increased 
133 percent. Consequently, some of our results are dependent on the choice of an 
index. While the PGSL is the primary index used in our analysis, the results for 
the other two indices are usually also displayed so that the reader can see the ex
tent to which the choice of an index is important. 
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Public Systems 

State appropriations help to fund both the instructional and non-instructional ex
penditures of Minnesota's public systems of higher education, while tuition reve
nue is used to fund only instructional expenditures. Instructional expenditures 
include not only the direct costs of instruction, but also a pro-rated share of indi
rect costs such as physical plant operntions, academic support, student services, 
and institutional support. Non-instructional expenditures include the direct costs 
of activities such as resean:h and public service as well as a share of indirect costs. 

In addition, tuition revenue is loosely tied to instructional expenditures through 
the state's average cost funding policy.24 The policy ties state appropriations to a 
system's estimated average instructional costs per full-year equivalent student. By 
law, state appropriations for the University of Minnesota, the state universities, 
and the community colleges should equal 67 percent of the estimated average 
costs for the coming two-year budget period. For the technical colleges, appro
priations for the current biennial budget were set at 73 percent of estimated aver
age instructional costs.25 

In practice, however, appropriations have been lower than these amounts and tui
tion revenue collected per student has exceeded 33 percent of average instruc
tional costs for the University of Minnesota, state universities, and community 
colleges, and 27 percent for the technical colleges. This has occurred in part be
cause the average cost funding policy provides lower levels of state funding for 
certain types of enrollment. Before fiscal year 1990, the systems received no state 
funds to support enrollment growth occurring during a biennial funding period. 
Since then, the Legislature has used marginal cost funding, which has provided 
the two fastest growing systems (community colleges and state universities) with 
32 percent state funding for such enrollment increases. In addition, beginning 
with fiscal year 1992, the systems began receiving reduced state funding for non
resident students from non-reciprocity states, certain off-campus enrollment, and 
secondary students utilizing the post-secondary enrollment options program. The 
state now provides no funds for non-resident students from non-reciprocity states 
and 32 percent funding for off-campus and post-secondary options enrollment.26 

Another reason why tuition revenues may fund a lmger share of instructional ex
penditures than specified in the average cost funding policy is that the four sys
tems are pennitted to set tuition at any percentage of instructional costs. 

Nevertheless, because tuition revenue is used only to fund instructional spending, 
the sources of tuition increases can be studied by examining the relationship be
tween tuition revenue and instructional spending. In particular, we identified four 

24 Minn. Stat. § 135A.03. 

25 By law, technical college appropriations should be at least 67 percent of average instructional 
costs. 

26 Minnesota has tuition reciprocity agreements with the neighboring states of Wisconsin. Iowa. 
South Dakota, and North Dakota, and the Canadian province of Manitoba. These agreements permit 
residents of these states (and province) to attend Minnesota colleges and universities at tuition mtes 
substantially below non-resident rates. Similarly J Minnesota residents may attend colleges and uni
versities in these states (and province) at tuition mtes significantly below their non-resident rates. 
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main factors which together explain all changes in tuition revenue per student. 
These factors are: 

• Inflationary changes in instructional spending per student, 

• Changes in instructional spending in excess of inflation, 

• Changes in tuition reliance-that is, the share of instructional spending 
financed by tuition revenue, and 

• Changes in enrollment which, through economies of scale, affect average 
instructional costs. 

Tuition revenue per student is affected by inflation because inflation increases av
erage instructional costs. If the share of instructional spending paid by tuition is 
constant, then inflation of 5 percent would tend to increase tuition revenue per stu
dent by 5 percent. If spending per student increases faster than inflation-8 per
cent for example--then tuition is likely to increase by 8 percent. In this case, a 5 
percent tuition increase would be due to inflation and a 3 percent increase would 
result from the portion of the spending increase which exceeds inflation. 

Tuition per student can also increase if the degree of tuition reliance is changed by 
state or system policy makers. For example, if the share of instructional spending 
financed by tuition revenue increased from 20 percent to 40 percent, then tuition 
per student would tend to increase 100 percent. The doubling of tuition would re
flect the doubling of tuition's share of the costs. 

In addition, enrollment can indirectly affect tuition revenue per student by affect
ing average instructional costs. For example, as enrollment increases, one would 
expect average costs to decline since the marginal (that is, additional) cost of in
structing a new student is generally lower than the average instructional costs for 
existing students. The marginal cost is generally lower than average costs because 
fixed costs do not increase, room is available for students in some existing class
rooms, and newly hired instructors are generally added at the lower end of the pay 
scale. Eventually, if enrollment rises enough, fixed costs also increase. Class
rooms must be added and new buildings must be constructed. However, re
searchers have general; found that average costs decline even for very large 
enrollment increases.2 

Conversely, if enrollment declines, one would expect average instructional costs 
to increase for the same reasons. The marginal cost saved by having one less stu
dent is less than the existing average cost per student. Consequently, as enroll
ment declines, the percentage reduction in costs is smaller than the percentage 
decline in enrollment. 

It should be noted that, to some extent, the estimated impact of each of these four 
factors on tuition depends on the order in which one estimates their impact. We 

27 For example, see Paul T. Brinkman and Larry L. Leslie, "Economics of Scale in Higher Educa
tion: Sixty Years of Research," Review o/Higher Education 10 (1986): 1-28. 
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used the following procedure in analyzing the sources of tuition growth. We first 
estimated the effect of inflation on tuition. Next. we estimated the effect of enroll
ment on tuition through its impact on average costs. Finally, we averaged the re
sults of two methods we used to calculate the effect of the remaining two 
factors-tuition reliance and spending increases in excess ofinfiation.28 

General Results 

Figure 2.3 shows the percentage increases in tuition revenue per student experi
enced by the public systems between 1978 and 1992. The University ofMinne
sota, the state universities, and the community colleges all experienced similar 
growth rates of about 2SO to 265 percent. In contrast, tuition revenue per student 
for the technical colleges increased much faster-641 percent. 

Figure 2.3: Percentage Increases in Instructional 
Revenue per Student for Public Systems, 1978-92 
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Figures 2.3 and 2.4·both illustrate the significant change in tuition reliance which 
has occurred in each of tile four public systems. Figure 2.3 shows that the percent
age increases in state appropriations supporting instructional spending have been 
significantly less than the percentage increases in tuition. Instructional appropria
tions per student increased 92 percent for the University of Minnesota and 78 per
cent for each of the other public systems between 1978 and 1992. The percentage 
increase in tuition per student was almost three times higher at the University of 

28 In one method, we first calculated the effect of increased tuition reliance on tuition, assuming an 
inflationary increase in spending. We then estimated the effect of spending increases in excess of in
flation, assuming that tuition reliance had already increased. For the second method, we reversed 
the order of these last two calculations. We frrst estimated the impact of spending increases in ex
cess of inflation, asswning no change in tuition reliance. Then, we estimated the impact of tuition re
liance, assuming that spending had already increased to its 1992 level. 
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Minnesota and more than three times higher at the state universities and commu
nity colleges. The percentage increase in tuition per student was eight times 
higher than the percentage increase in state appropriations per student at the techni
cal colleges. 

Figure 2.4 charts the increase in tuition reliance over time for the four public sys
tems. Between 1978 and 1992, the share of instructional expenditures financed by 
tuition revenue increased from 29 to 42 percent at the University of Minnesota, 23 
to 38 percent at the state universities, and 24 to 39 percent at the community col
leges. The most dramatic increase was at the technical colleges, where tuition reli
ance increased from 9 to 29 percent. For the technical colleges, the increase was 
largely due to state policy which sought to increase tuition reliance in the technical 
colleges to levels approaching those in the other three systems. For the other three 
systems, the increases in tuition reliance during the early 1980s were mostly due 
to state budget problems, which caused the Legislature to reduce state appropria
tions. In addition, tuition reliance continued to increase in these three systems as a 
result of the tuition policy implemented along with average cost funding in 1984. 

Figure 2.4: Tuition Revenue as a Percentage of 
Instructional Expenditures for Public Systems, 
1978-92 
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The impact of inflation on tuition is relatively easy to estimate. From 1978 to 
1992, the PGSL increased 106 percent while the CPI-U and the REPI rose 121 
and 133 percent respectively. These increases can be compared with tuition in
creases of 641 percent for the technical colleges and 250 to 265 percent for the 
other three systems. One can see that the inflation rates are roughly 40 to 50 per
cent of the tuition increases for the three systems but only about 15 to 20 percent 
of the tuition increase for the technical colleges. Consequently, inflation explains 
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40 to 50 percent of the tuition increases for the three systems but less than 20 per
cent of the technical college increase. 

Between 1978 and 1992, increases in instructional expenditures per student 
I311ged from 120 to 140 percent. As noted earlier, however, average instructional 
costs are affected by enrollment changes. Between 1978 and 1992, substantial en
rollment changes occurred at the community colleges and state universities. Full
year equivalent enrollment increased 66 percent at the community colleges and 40 
percent at the state universities. Minor changes occurred at the technical colleges 
where enrollment grew 9 percent and at the University of Minnesota where enroll
ment declined 6 percent. 

To adjust for enrollment changes, we assumed that the marginal cost of instructing 
additional students was 75 percent of the original average cost. Based on this as
sumption, the adjusted average instructional cost as a percentage of the original av
erage cost was 102 percent for the University of Minnesota, 93 percent for the 
state universities, 90 percent for the community colleges, and 98 percent for the 
technical colleges. These results appear reasonable, if not a little conservative, in 
light of what others have written about long run economies of scale in higher edu
cation. For a group of California colleges experiencing enrollment increases, 
Kent Halstead found that the new average costs were 60 to 80 percent of the origi
nal average costs.29 In addition, our assumption is somewhat conservative com
pared with the 65 percent marginal cost funding assumption that the Legislature 
has used in recent years to fund enrollment increases in the community colleges 
and state universities.3D 

Figure 2.5 shows the percent-. . . 
age mcreases m average m-
structional spending after we 
adjusted for the effect of en
rollment on average costs. 
The percentage increase 
I311ges from 134 percent for 
the technical colleges to 144 
percent for the community 
colleges. In contrast to unad
justed increases in average in
structional spending, the 
adjusted increases are larger 
for those systems in which 
enrollment increased and 
smaller for the system in 

Figure 2.5: Percentage Changes in 
Adjusted Instructional Expenditures per 
Student for Public Systems, 1978-92 
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which enrollment declined. In addition, the adjusted percentage increases are 
greater than the increases in all three inflation indices but only a little higher than 
the increase in the HEPI. 

29 Research Associates of Washington, Higher Education Revenues & Expenditures: A Study a/In
stitutional Costs (Washington, DC, 1991). 

30 The 65 percent marginal flIDding results from 32 percent state flIDds and 33 percent tuition reve
nues. 
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Figure 2.6 shows the per
centage increase in ad
justed instructional 
expenditures per student 
after correcting for infla
tion. The figure shows 
that constant dollar 
spending increases de
pend significantly on the 
choice of an inflation in
dex. At the University of 
Minnesota, constant dol
lar spending increased be
tween 1 and 15 percent, 
depending on the index. 
Use of the PGSL results 
in a 15 percent increase 
in spending per student 

Figure 2.6: Percentage Changes in Adjusted 
Constant Dollar Instructional Expenditures 
per Student for Public Systems. 1978-92 
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in constant dollars, while use of the HEPI results in a 1 percent increase. Simi
larly, the percent increase in constant dollar spending per student ranges from 2 to 
15 percent at the state universities,S to 18 percent at the community colleges, and 
o to 13 percent at the technical colleges.31 

Using the PGSL, Figure 2.7 shows that: 

• Increased reliance on tuition (and decreased reliance on state 
appropriations) was the most important factor in explaining tuition 
growth for the four public systems. 

• Inflation was also a significant factor. 

• Larger than inflationary increases in average instructional spending 
explained no more than 9 to 18 percent of the tuition growth. 

For the University of Minnesota, our analysis shows that increased reliance on tui
tion revenue, and decreased reliance on state appropriations, accounted for 43 per
cent of the tuition growth between 1978 and 1992. Inflation explained 41 percent 
of the tuition increase, while spending increases in excess of inflation explained 
15 percent. Enrollment declines were responsible for only one percent of the tui
tion growth. Use of the CPI-U changes the distribution to 45 percent tuition reli
ance, 46 percent inflation, 8 percent spending growth, and 1 percent enrollment 
declines. Use of the HEPI shifts even more of the explanation to inflation and tui
tion reliance and less to spending growth. Shares of tuition growth explained by 
the various factors are: 46 percent by tuition reliance, 51 percent by inflation, 2 
percent by spending, and 2 percent by enrollment. 

31 Our analysis does not attempt to estimate the impact of changes in instructional program mix or 
student composition on average instructional expenditures. Such changes are very difficult to esti
mate and, depending on the system, may have either increased or decreased average expenditures. 
Any impact from such changes is included in the factor that measures the change in instructional 
spending in excess of inflation. 
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Figure 2.7: Sources of Tuition Growth for Public Systems, 1978-92 
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For the state universities, we found that changes in tuition reliance explained 51 to 
54 percent of the tuition growth, and inflation explained 40 to 50 percent. Spend
ing growth explained 15 percent using the PGSL, 8 percent using the CPI-U, and 
only 2 percent using the lIEPI. We estimate that enrollment growth caused a 6 
percent decline in tuition. 

Increased tuition reliance explained 48 to 51 percent of the tuition growth for the 
community colleges, while inflation explained 42 to 51 percent. Spending growth 
accounted for 18 percent of the tuition growth using the PGSL, 11 percent using 
the CPI-U, and 5 percent using the lIEPI. Enrollment increases caused an esti
mated 8 to 9 percent decline in tuition revenue per student. 

Increased tuition reliance explained the majority (75 to 80 percent) of the tuition 
increase for the technical colleges, while inflation explained 17 to 21 percent. 
Faster than inflationary increases in spending explained 9 percent of the tuition 
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growth using the PGSL,4 percent using the CPI-U, and none of the tuition growth 
using the lIEPI. Enrolhnent increases caused a 1 percent decline in tuition. 

An alternative way of explaining these results is to estimate the percentage reduc
tion in tuition per student which would have been possible in 1992 if tuition reli
ance had remained the same since 1978. For example, if the share of instructional 
spending financed by tuition revenue had stayed at 29 percent at the University of 
Minnesota instead of increasing to 42 percent, then tuition per student might have 
b~en 33 percent lower in 1992 than it actually was. Similarly, without changes in 
tuition reliance, 1992 tuition per student might have been 37 percent lower at the 
community colleges, 39 percent lower at the state universities, and 69 percent 
lower at the technical colleges. 

Similarly, we estimated the potential reduction in 1992 tuition per student if ad
justed instructional spending per student had not increased faster than inflation. 
Using the PGSL, tuition in the four systems might have been 12 to 16 percent 
lower if spending grew no faster than inflation. Tuition reductions of 6 to 10 per
cent might have been possible, using the CPI-U as the price index. Using the 
lIEPI, we estimate tuition reductions of between 0 and 5 percent. 

Sources of Spending G~owth 

Overall, spending growth that was faster than inflation accounted for a relatively 
small share (9 to 18 percent using the PGSL) of the tuition growth for Minnesota's 
four public systems of higher education. However, spending growth in excess of 
inflation is of significant interest to policy makers. Consequently, in this section, 
we examine in greater detail the expenditure growth in the Minnesota's four pub
lic systems.32 

University of Minnesota 

Table 2.15 shows that state-funded expenditures per full-year equivalent student at 
the University of Minnesota grew 160 percent between 1978 and 1992.33 Growth 
was greater for non-instructional areas than for instructional spending. Instruc
tional expenditures per student grew 140 percent while non-instructional expendi
tures per student grew 205 percent. The· largest dollar growth in the 
non-instructional area occurred in research, which more than tripled from $38 mil
lion in 1978 to $121 million in 1992. State-funded research expenditures per stu
dent grew 235 percent over this time period. 

Table 2.15 also shows that spending on direct instruction grew faster than the over
head costs which are allocated to both instructional and non-instructional activity. 
Direct instructional costs per student rose 156 percent while overhead costs per 
student increased 138 percent. Administrative expenditures per student rose faster 

32 While the data in this section are somewhat useful in understanding each system's expenditure 
trends, the expenditure data should not be compared across systems. The systems use different defi
nitions for some expenditure categories, which limit the comparability of particular expenditure cate
gories, as wel1as total expenditures. . 

33 Spending figures in this section are for the entire University of Minnesota system. 
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Table 2.15: State-Funded Expenditures at the 
University of Minnesota, 1978 and 1992a 

Expenditures 
Per Student 

Dollar Percentage 
T)lge of Exoenditure FY1978 FY1992 Increase Increase 

DIRECT EXPENDITURES 
Direct Instruction $1,972 $5,049 $3,077 156% 

Direct Non-Instruction 
Research $ 404 $1,297 $ 893 221% 
Financial Aid 43 465 422 991 
Continuing Education 

(non-credit) and Extension 110 353 243 221 
Public Service and Other 140 365 225 161 
University Hospital 163 173 10 6 
Support Services _1_1 7 -4 - 34 
Subtotal: Non-Instruction $ 871 $2,661 $1,790 206% 

Direct Overhead 
Physical Plant $ 596 $1,291 $ 695 117% 
Administration and General 378 1,073 695 184 
Academic Support 105 262 157 150 
Student Services 177 410 233 132 
Libraries 177 376 199 113 
Subtotal: Overhead $1,431 $3,411 $1,980 138% 

Totals $4,274 i11,121 $6,847 ~ 

FULLY ALLOCATED EXPENDITURESb 

Direct Instruction $1,972 $5,049 $3,077 156% 
Indirect Instruction 982 2.046 1,064 108 
Subtotal: Instruction $2,954 $7,095 $4,141 140% 

Non-Instruction 
Research $ 664 $2,225 $1,562 235% 
Financial Aid 43 465 422 991 
Continuing Education 

(non-credit) and Extension 120 420 300 250 
Public Service and Other 301 530 229 76 
University Hospital 182 317 135 74 
Support Services 11 68 57 544 
Subtotal: Non-Instruction $1,320 $4,026 $2,706 205% 

Totalsc i4.274 i11.121 i6.847 160% 

Source: University of Minnesota. 

aState-funded instructional expenditures are supported by state appropriations and tuition revenue. 
State-funded non-instructlonal expenditures are Supported by appropriations. 

bFully allocated expenditures for an activity include a share of indirect or overhead costs, as well as the 
direct costs of the activity. 

CTotals and subtotals may not add due to rounding. 
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than direct instructional costs per student, but slower growth occurred in all other 
overhead categories, particularly libraries and physical plant. 

It is difficult to identify the components of instructional spending which caused it 
to increase faster than inflation. The difficulty arises because the available data on 
University salaries and staffing levels are kept on a University-wide basis and are 
not specific to state-funded instructional spending. This is a major problem for 
more detailed analysis of the University's expenditure growth since the University 
receives a significant amount of funding from sources other than state appropria
tions and tuition.34 If University-wide data were examined, it would be difficult 
to know whether the University-wide salary or staffing trends were applicable to 
state-funded instructional activity, which in 1992 accounted for about 25 percent 
of all University spending. 

However, data from the University suggest that salary growth for ranked faculty is 
probably not the primary reason that instructional spending per student grew faster 
than any of the three price indices. Overall, faculty salaries per student grew 120 
percent from 1978 to 1992 compared with a 140 percent increase in fully allocated 
instructional costs per student and a 156 percent increase in direct instructional 
costs per student. This 120 percent increase results from a 4 percent decline in the 
number of faculty per 1,000 students and a 130 percent increase in salaries perfac
ulty member. The 130 percent increase resulted from a 120 percent increase in av
erage salaries and a substantial decline in the number of faculty at lower ranks and 
pay. 

Table 2.16 suggests that: 

• An indirect cause of tuition increases at the University of Minnesota 
may be the significant growth in state appropriations for 
non-instructional activities. 

Between 1978 and 1992, state appropriations for instruction grew 79 percent from 
$122 million to $219 million. State appropriations for non-instructional activities 
grew 185 percent from $76 million to $218 million. State appropriations for non
instructional spending grew from 39 to 50 percent of all state appropriations to the 
University of Minnesota. From 1978 to 1992, appropriations to the University 
grew 110 percent from $208 million to $437 million, and 59 percent of that 
growth financed increases in non-instructional spending. To the extent that non-in
structional growth constrained the amount of money the Legislature could appro
priate for instructional purposes, it may have indirectly contributed to a greater 
reliance on tuition to fund instructional activities. 

34 While state-funded spending grew from $248 million in 1978 to $603 million in 1992, other 
sources of funds supported an additional $235 riilllion of spending in 1978 and an additional $914 
million in 1992. 
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Table 2.16: State Appropriations and Tuition Revenue 
for the University of Minnesota, 1978 and 1992 

Dollar Percentage 
T~ge of Revenue FY1978 FY1992 Increase Increase 

Tuition Revenue $49,300,000 $166,000,000 $116,700,000 237% 

State Appropriations 
for Instruction 121,900,000 218,700,000 96,800,000 79 

Subtotal for 
Instructiona $171,100,000 $384,700,000 $213,500,000 125% 

State Appropriations 
for Non-Instruction 76,500,000 218,300,000 141,800,000 185 

Totals i247,600,000 $603,000,000 ~355,300,000 ~ 

Source: University of Minnesota. 

aSubtotals may not add due to rounding. 

State Universities 

Overall, we found that:. 

• Most of the greater than inflationary growth in state university 
expenditures per student can be attributed to fringe benefit growth for 
faculty and other staff. 

Table 2.17 shows that the fastest growth in spending per full-year equivalent stu
dent occurred in the areas of student services and institutional support, which 
grew 182 and 153 percent respectively. Direct instructional spending per student 
grew 113 percent, but that was higher than the system average.35 

Table 2.18 shows that fringe benefit growth has been particularly strong. Fringe 
benefit expenditures per student grew 238 percent from 1978 to 1992 while salary 
expenditures per student rose 93 percent. Non-personnel expenditures per student 
were up only 69 percent over that time period. Using the PGSL, we found that 
fringe benefit expenditures per student grew 64 percent in constant 1992 dollars. 
In contrast, salary and non-personnel expenditures per student decreased in con
stant dollars by 6 and 18 percent respectively. Much of this growth in fringe bene
fits is probably attributable to federal social security taxes and state retirement and 
insurance packages, which are not immediately under the control of the state uni
versity system. 

35 The percentage increases in Table 2.17 are different from the estimated 121 percent increase in 
fully allocated instructional spending per student because data in Table 2.17 include non-instruc
tional spending and include expenditures not funded by state appropriations or tuition 
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Table 2.17: State University System Expenditures by 
Type, 1978 and 1992 

Expenditures 
Per Student 

Dollar Percentage 
T~ge of EN2enditure FY1978 FY1992 Increase Increase 

Instruction and 
Department Research $1,298 $2,761 $1,463 113% 

Project Research 9 16 7 78 
Public Service 22 25 3 15 
Academic Support 283 526 243 86 
Student Services 132 373 241 182 
Institutional Support 350 885 535 153 
Physical Plant 335 364 ~ ~ 

Totalsa $2,429 $4,950 $2,521 104% 

Source: State University System. 

aTotals may not add due to rounding. 

Table 2.18: State University System Expenditures by 
Object of Expenditure, 1978 and 1992 

Expenditures 
Per Student 

Dollar Percentage 
Object of E~enditure FY1978 FY 1992 Increase Increase 

Salaries $1,649 $3,185 $1,536 93% 
Fringe Benefits 265 896 631 238 
Non-Personnel ~ 869 354 69 

Totals $2,429 $4,950 $2,521 104% 

Source: State University System. 

Table 2.19 shows that the number of staff per 1,000 students dropped an estimated 
18 percent from 1978 to 1992. Full-time equivalent staff grew an estimated 14 
percent but did not keep up with the 40 percent increase in enrollment. Salaries 
per staff person grew an estimated 137 percent while fringe benefits per staff per
son rose an estimated 315 percent. The reduction in staffing levels relative to en
rollment kept salary expenditures per student from growing faster than inflation. 
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Table 2.19: State University System Expenditures Per 
Staff Person and Staffing Ratios, 1978 and 1992 

Salary per FTE Staff 
Fringes per FTE Staff 
Non-Personnel Expenditures 

per FTE Staff 

Staff per 1,000 Students 

Source: State University System. 

Community Colleges 

Available data also suggest that: 

FY1978 

$15,729 
2,526 

4,910 

104.9 

Percentage 
FY1992 Increase 

$37,269 137% 
10,488 315 

10,171 107 

85.5 -18 

• Fringe benefit growth for faculty and other staff has been a significant 
factor in spending growth for the community college system. 

Table 2.20 shows that, while the largest dollar increase in spending per full-year 
equivalent student was for direct instruction, the fastest growing areas have been 
institutional support and academic support. Student support and physical plant op
erations experienced the slowest rates of growth. 

Table 2.21 shows that fringe benefit expenditures per student in the community 
colleges grew faster than salruy or non-personnel spending between 1978 and 
1992. Fringe benefit costs per student grew 189 percent while salruy costs per 
student rose 111 percent and non-personnel costs were up 96 percent per student. 
Using the PGSL, we estimate that about 95 percent of the constant-dollar growth 
in spending per student was due to fringe benefit growth. Fringe benefit expendi-

Table 2.20: Community College System Expenditures 
by Type, 1978 and 1992 

Expenditures 
Per Student 

Dollar Percentage 
Tyge of Exgenditure FY1978 FY1992 Increase Increase 

Instruction $ 974 $2,020 $1,046 107% 
Community Education 60 137 77 128 
Academic Support 230 535 305 133 
Student Support 376 616 240 64 
Institutional Supporta 258 874 616 239 
Plant Operations 242 456 ~ 88 

Totals $2,140 $4,638 $2,498 117% 

Source: Community College System. 

SFY 1992 expenditures include about $70 per student in early retirement incentives and severance pay 
and $21 per student in unemployment compensation and workers' compensation, which should be dis
tributed across all affected types of expenditures. 
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Table 2.21: Community College System Expenditures 
by Object of Expenditure, 1978 and 1992 

Expenditures 
Per Student 

Dollar Percentage 
Object of E~enditure FY1978 FY1992 Increase Increase 

Salaries $1,382 $2,913 $1,531 111% 
Fringe Benefits 258 746 488 189 
Non-Personnel 500 979 479 96 

Totals $2,140 $4,638 $2,498 117% 

Source: Community College System: 

tures per student increased 40 percent in constant dollars, while salary expendi
tures per student grew only 2 percent and non-personnel expenditures per student 
decreased 5 percent. As was the case for the state university system, much of the 
fringe benefit growth is probably due to factors not immediately under the control 
of the community college system. 

Table 2.22 indicates that salcuy and fringe benefit expenditures per staff person 
grew 129 and 215 percent respectively between 1978 and 1992. During the same 
period, the number of full-time equivalent staff at the community colleges grew 53 
percent but did not keep up with the 66 percent growth in enrollment. As a result, 
the overall staffing ratio fell 8 percent, from 87 staffper 1,000 students to 80 staff 
per 1,000 students. This reduction in the overall staffing ratio moderated the in
creases in salary and fringe benefit expenditures from 129 and 215 percent per 
staffmemberto 111 and 189 percent per student. 

Finally, Table 2.23 provides additional details on staffing increases from 1978 to 
1992. The number of staff increased in all areas, but the staffing ratios declined in 
all but one area. The number of staff per 1,000 students increased 37 percent in 
institutional support while declining 13 percent in instruction. Table 2.23 also 
shows that staffing ratios declined for faculty, support staff, and administrators. 
The only increase in staffing ratios occurred in the professional and supervisoI)' 
categoI)', which grew 478 percent. 

Table 2.22: Community College System Expenditures 
Per Staff Person and Staffing Ratios, 1978 and 1992 

Percentage 
FY 1978 FY1992 Change 

Salary per FTE Staff $15,918 $36,468 129% 
Fringes per FTE Staff 2,969 9,338 215 
Non-Personnel Expenditures 

per FTE staff 5,759 12,263 113 

Staff per 1,000 Students 86.8 79.8 -8 

Source: Community College System. 
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Table 2.23: Community College System Staffing Levels and Ratios, 1978 
and 1992 

Full-lime Equivalent Staff Staff Per 1,000 Students 

Percentage Percentage 
FY1978 FY1992 Change FY1978 FY 1992 Change 

Instruction 939 1,347 43% 46.3 40.1 -13% 
Community Education 23 38 68 1.1 1.1 1 
Academic Support 204 336 64 10.1 10.0 -1 
Student Support 266 387 38 13.1 10.9 -17 
Institutional Suport 164 374 128 8.1 11.1 37 
Plant Operations 164 223 36 8.1 6.6 -18 

Totalsa 1,760 2,685 53% 86.8 79.9 -8% 

Facultl 1,124 1,599 42% 55.5 47.6 -14% 
Support Staff 523 820 57 25.8 24.4 -5 
Professional and Supervisory 11 108 858 0.6 3.2 478 
Administrators 101 157 55 5.0 4.7 -7 

Totalsa 1,760 2,685 53% 86.8 79.9 -8% 

Source: Community College System. 

aTotals may not add due to rounding. 

blncludes counselors, librarians, and others. 

Technical Colleges 

We were not able to examine technical college spending over the same period 
(1978-92) for which we examined spending in the other three public systems. De
tailed spending data for the years 1978-83 are not comparable to more recent data 
because of the change in system administration from the Minnesota Department of 
Education to a new state board. Instead, we reviewed detailed spending data from 
1985 to 1992. This period was selected not only because detailed data was avail
able but also because total instructional spending per student at the technical col
leges grew at approximately the same rate as the PGSL between 1978 and 1985. 
To the extent that technical college instructional spending grew faster than the 
PGSL between 1978 and 1992, that faster growth occurred between 1985 and 
1992-a period for which some detailed expenditure data exist. 

Table 2.24 shows that spending growth per full-year equivalent student was fastest 
in various overhead categories; which grew 53 percent between 1985 and 1992. 
Overall, expenditures for various types of instruction rose 33 percent. These in
creases both exceed the 28 percent increase in the PGSL over this period. Certain 
types of instruction experienced faster growth. Management program spending 
grew 198 percent, and extension instruction rose 113 percent. However, these 
categories represent a small portion of all instructional costs. As a result, the over
all growth for various instructional categories was 33 percent, compared with 24 
percent growth for continuous mstructional programs. 
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Table 2.24: Technical College System Expenditures by 
Type, 1985 and 1992 

Net Expenditures 
Per Student 

Dollar Percentage 
T~ge of Exoenditure FY1985 FY1992 Increase Increase 

Continuous Instruction $2,277 $2,820 $543 24% 
Extension Instruction 178 378 200 113 
Management Programs 60 180 120 198 
MedialLibrary 67 104 37 56 
Fann-Based Management Programs 48 69 21 43 
Research and Other ~ ~ - 32 - 89 

Subtotal for Instruction $2,667 $3,555 $888 33% 

Student Support $421 $661 $240 57% 
Institutional Support 591 966 375 63 
Fixed Costs 47 132 85 182 
Plant Operations and Repairs 526 663 137 26 

Subtotal for Non-Instruction $1,584 ~2,423 $839 53% 

Totalsa $4,251 $5,978 $1,727 41% 

Source: Technical College System. 

BTotals and subtotals may not add due to rounding. 

Table 2,25 shows that growth in salary expenditures explains $1,038 of the $1,727 
growth in spending per student between 1985 and 1992, Salary expenditures per 
student grew 40 percent, which was :fuster than the growth in the PGSL (28 per
cent), the CPI-U (31 percent), and the HEPI (39 percent). However, all other 
types of expenditures except supplies grew faster. Using the PGSL, we estimate 
that salaries accounted for 59 percent of the constant-dollar growth in overall ex
penditures per student between 1985.and 1992. Fringe benefits accounted for 29 
percent of the growth. 

Between 1985 and 1992, technical college enrollment decreased by less than one 
percent while the number of full-time equivalent staff increased five percent. As a 
result, the overall staffing ratio increased about five percent from 108 staff to 114 
staffper 1,000 students. As Table 2.26 shows, the staffing ratio increased 21 per
cent for non-licensed staff and decreased one percent for licensed staff including 
faculty. 

Among various objects of expenditure, fringe benefit costs per staff member grew 
the :fustest, rising 49 percent between 1985 and 1992. Salaries per staff member 
grew 33 percent-the same as the overall rate of increase for all expenditures per 
staff member. 
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Table 2.25: Technical College System Expenditures by 
Object of Expenditure, 1985 and 1992 

Expenditures 
Per Student 

Dollar Percentage 
Object of Expenditure FY1985 FY1992 Increase Increase 

Salaries $2,576 $3,614 $1,038 40% 
Fringe Benefits 514 813 299 58 
Travel 46· 84 38 82 
Purchased Services 468 756 288 61 
Other Expenses 41 86 45 108 
Less: Other Revenue (110) (303) (193) 175 

Subtotal: Net Staff Budget $3,535 $5,050 $1,515 43% 

Net Supplies Budget $ 355 $ 414 $ 59 16% 

Net Equipment Budget i 360 i 514 i 154 43% 

Totalsa $4,251 $5,978 $1,727 41% 

Source: Technical College System. 

aTotals and subtotals may not add due to rounding. 

Table 2.26: Technical College System Expenditures 
Per Staff Person and Staffing Ratios, 1985 and 1992 

Percentage 
FY 1985 FY1992 Change 

EXPENDITURES PER FTE STAFF 
Salaries $23,943 $31,732 33% 
Fringe Benefits 4,782 7,140 49 
Other Staff Costs 4,139 5,466 32 
Supplies 3,305 3,631 10 
Equipment 3,348 4,513 35 

Totals Per FTE Staff $39,518 $52,481 33% 

STAFF PER 1,000 STUDENTS 
Licensed 73.6 72.8 -1% 
Non-Licensed 34.0 41.1 21 

Totals 107.6 113.9 5% 

Source: Technical College System. 
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Private Colleges 

Our analysis of private college tuition growth includes the 16 members of 'the Min
nesota Private College Council, which represent about 90 percent of the private 
four-year college enrollment in Minnesota. 36 The analysis covers a different time 
period, 1980 to 1992, than we examined for the public systems. 

Our analysis is subject to several limitations. First, the results are valid for 'the 16 
private colleges as a group but are not generalizable to each of the 16 colleges. 
The sources of tuition growth may vary from college to college. Second, the data 
pennit us to identify the types of expenditures financed by tuition increases and to 
isolate the effects of inflation, but the data may not reveal a college's ultimate ob
jectives or motivations in raising tuition. 

Between 1980 and 1992, tuition revenues per student rose from $3,335 to $10,077-
-an increase of 202 percent-at 'these 16 private colleges. As Table 2.27 shows, ex
penditures per student rose 200 percent. The increase in fully allocated 
instructional spending accounts for almost two-thirds of the spending increase per 
student, but instructional spending grew slower than non-instructional spending.37 

Instructional spending per full-year equivalent student grew 150 percent while re
search (265 percent), public service (1,272 percent), restricted financial aid (409 
percent), and unrestricted fi-
nancial aid ~463 percent) all 
grew faster. 8 

This expenditure growth was 
well in excess of the inflation 
experienced between 1980 
and 1992. During this pe
riod, the PGSL grew 73 per
cent, while the CPI-U and 
the HEPI grew 78 and 98 per
cent respectively. Figure 2.8 
shows that constant dollar in
structional expenditures per 
student, adjusted for enroll
ment changes, grew 46 per-

Figure 2.8: Percentage Changes in 
Adjusted Constant Dollar Instructional 
Expenditures per Student for Private 
Colleges, 1980-92 

PtbIIc Goods 
and ServIces 

42% 

Consuner PrIce 
Index 

Hlltler Educe.an 
PrIce Index 

36 See Table A.5 in Appendix A for a list of the private colleges participating in Mitmesota's state 
grant program. 

37 We calculated fully allocated instructional expenditures for private colleges using the method 
employed in the Lilly study. Because this method is not identical to the methods used by Mitme
sota's public systems to calculate their fully allocated instructional spending, comparisons of private 
college instructional spending with public college spending should not be made using data from this 
report 

38 Restricted fInancial aid includes state grants, federal Pell grants, and private grants restricted to 
certain individuals or uses. Unrestricted financial aid primarily consists of the institutionalfmancial 
aid that private colleges provide out of tuition revenues or other unrestricted funds. It may also in
clude aid provided out of unrestricted private gifts. 
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Table 2.27: Private College Expenditures, 1980 and 
1992 

Expenditures 
Per Student 

Dollar Percentage 
Type of Expenditure FY1980 FY1992 Increase Increase 

DIRECT EXPENDITURES 
Direct Instruction $1.919 $4.737 $2.818 147% 
Research 22 79 57 259 
Public Service 39 541 502 1.287 
Academic Support 340 1.022 682 201 
Student Services 499 1.264 765 153 
Institutional Support 668 2.019 1.351 202 
Physical Plant 481 1.049 568 118 
Mandatory Transfers 116 271 155 134 
Restricted Financial Aid 286 1.457 1.171 409 
Unrestricted Financial Aid 252 1,418 1.166 463 

Totalsa $4.623 $13.857 $9.234 200% 

FULLY ALLOCATED EXPENDITURES 
Instruction $3.980 $9.958 $5.978 150% 
Research 40 146 106 265 
Public Service 64 878 814 1.272 
Restricted Financial Aid 286 1,457 1.171 409 
Unrestricted Financial Aid 252 1,418 1.166 463 

Totalsa $4.623 $13.857 $9.234 200% 

Source: Minnesota Private College Council. 

aTotals may not add due to rounding. 

cent using the PGSL, 42 percent using the CPI-U, and 28 percent using the 
HEPI.39 

Table 2.28 shows that tuition revenue per student grew faster than the average 
growth in all revenues. Tuition revenue per student increased 202 percent com
pared with 181 percent for all revenue sources. Only endowment income (259 per
cent) grew faster, but endowment income accounted for only seven percent of all 
revenue. The data suggest that tuition revenue has become a larger source of reve
nues for private colleges than in the past, but that this increased tuition reliance is 
not as significant as in the public sector. Tuition grew from 70 percent of all reve
nues in 1980 to 76 percent of revenues in 1992. 

Overall, the data show that: 

• Increases in instructional spending in excess of inflation accounted for 
almost half ofthe tuition growth at Minnesota's private colleges. 

39 As was done with ~e public systems, we adjusted instructional spending per student to reflect 
the economies of scale possible with increased enrollment From 1980 to 1992, private college en
rollment grew 25 percent Based on the assumed economies of scale, the adjusted average instruc
tional cost for 1980 was 95 percent of the actual average cost adjusted for inflation. 
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Table 2.28: Private College Revenues, 1980 and 1992 

Type of Revenue 

Tuition 
Government 
Private Gifts 
Endowment Income 

Totalsa 

Source: Minnesota .private College Council. 

"Totals may not add due to rounding. 

Revenues 
Per Student 

FY1980 

$3,335 
590 
555 
262 

$4,742 

FY1992 

$10,077 
1,309 

984 
---.M1 

$13,310 

Dollar Percentage 
Increase Increase 

$6,742 202% 
719 122 
429 77 
679 259 

$8,568 181% 

• Inflation accounted for a little more than one-third of the tuition 
growth, while all other factors accounted for about one-sixth of the 
tuition growth. 

Instructional spending increases in excess of inflation, as measured by the PGSL, 
accounted for 47 percent of the tuition growth.40 (See Figure 2.9.) Inflation ac
counted for 36 percent of the growth, while tuition reliance and other spending 
and revenue factors accounted for 21 percent. We estimate that enrollment in
creases, through the impact of economies of scale, reduced tuition per student by 4 
percent. 

The portion of tuition growth caused by increases in instructional spending would 
be 44 percent using the CPI-U and 34 percent using the HEPI. Inflation would be 
responsible for 39 percent of the tuition growth using the CPI-U and 48 percent us
ing the HEPI. Tuition reliance and other factors would be responsible for 22 per
cent using either of these two price indices. Finally, enrollment would have 
lowered tuition by 4 percent using the CPI-U and 5 percent using the HEPI. 

Table 2.29 provides some additional details on the effect of some types of expendi
tures and revenues on tuition growth. The table shows that, while instructional 
spending increases in constant dollars accounted for 47 percent of the overall tui
tion growth, increased spending for financial aid accounted for 31 percent of all 
tuition growth. Other spending increases account for about 14 percent of all tui
tion growth. However, non-tuition revenue increases and a change in the net reve
nue position of private colleges caused a lowering of tuition per student by 24 
percent. When the financial aid, other spending, non-tuition revenue, and net reve
nue changes are combined, they were responsible for the 21 percent share oftui
tion growth which is attributed in Figure 2.9 to the "other factors" category. 

40 As was the case for the four public systems, it was not possible to estimate the impact of chang
ing program mix and student composition on average instructional expenditures. Consequently, the 
effect of these factors, if any, is included in the increase in instructional spending in excess of infla
tion. 
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Figure 2.9: Sources of Tuition Growth for Private 
Colleges, 1980-92 47% 

Inflation Other 8 

Factors 
Instructional 
Spending 

-4% 
Enrollment 

81ncludes various factors such as non-tuition revenue and non-instructional spending. 

Table 2.29: Sources of Private College Tuition Growth 
in Excess of Inflation', 1980-92 

Change in Percentage of Share of 
Constant DolI~rs Constant Dollar Overall 

Per Student Tuition Increase Tuition Growth 

EXPENDITURES 
Instructiona ' $3,079 71% 47% 
Unrestricted Financial Aid 982 23 16 
Restricted Financial Aid 963 22 15 
Public Servicea 767 18 12 
Researcha 

~ ~ _1 
SubtotalC $5,867 136% 92% 

REVENUES 
Tuition $4,312 NA NA 
Endowment Income 489 (11) (8)% 
Government 290 (1) (5) 
Private Gifts ~ -ill. i 
SubtotalC $5,114 (19)% (13)% 

Excess of Revenues 
Over Expenditures ($753) (17)% (12)% 

Inflation NA NA 36 

Enrollment NA ~ --®-
TotalsC 100% 100% 

SFuily allocated expenditures. 

bin 1992 dollars using the PGSL Index. 

"Totals and subtotals may not add due to rounding. 
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Discussion 

In general, we found that: 

• Most of the tuition growth for Minnesota's public colleges and 
universities was the result of inflation and an increased reliance on 
tuition, rather than state appropriations, to fund instructional 
spending. 

• In contrast, almost half of the tuition growth in Minnesota's private 
colleges was the result of faster than inflationary growth in 
instructional spending. Another one-third of the tuition growth was 
due to inflation. 

The results for public colleges and universities should not be surprising. State 
budget problems in the early 1980s and subsequent state policy on tuition have 
caused Minnesota's public systems of higher education to rely less on state appro
priations, and more on tuition revenues, to fund instructional activities. 

Also, our findings for both the public and private sectors are remarkably consis
tent with some national results. In his book, The College Tuition Spiral, Arthur 
Hauptman examined the sources of tuition growth nationwide from 1970 through 
the mid-1980s.41 Hauptman found that the most important factor causing growth 
in public sector tuition has been the relative decline in state appropriations as a 
funding source for higher education. In the private sector, Hauptman found that 
spending increases in excess of inflation had been the principal cause of tuition in
creases. These spending increases had been incurred for improved facilities and 
services, faculty salaries, and institutionally-funded financial aid. For both sec
tors, Hauptman also noted that inflation in the goods and services purchased by 
colleges, including salaries and fringe benefits of their employees, explained part 
of the tuition increases. 

Other less significant factors which Hauptman identified were increased real 
spending at public colleges and universities and the growth in campus-based re
search. Hauptman recommended that special attention be given to the growth in 
administrative costs because of their faster than average growth rates. $FFor pri
vate sector institutions, Hauptman recommended that special attention be paid to 
expenditures on administration, financial aid, student services, and public service 
activities. He suggested that growth in research spending may have caused tuition 
growth because the costs of doing research appeared to have increased faster than 
the growth in federal support for research. He suggested that, with each additional 
research grant received, universities were losing money which was then made up 
by using tuition revenues to subsidize research. 

Hauptman concluded that two factors suggested by others had not been a signifi
cant factor affecting tuition. He found that private college tuition had not grown 

41 Arthur Hauptman, The College Tuition Spirol: An Examination of Why Charges Are Increasing 
(New York: Macmillan, 1990). 
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in response to declining income from endowments and private, gifts. During the 
period he examined, a slight decline in private gifts was matched by a similar in
crease in endowment income. In addition, Hauptman concluded that increases in 
federal student aid were not a significant factor except for schools chaIBing little 
or no tuition and perhaps for-profit schools. 

Both our research and that of Hauptman agree that tuition reliance and inflation 
are the two main :fuctors explaining tuition increases in the public sector. Simi
larly, we both agree that real spending increases and inflation explain much of the 
tuition growth in the private sector. We similarly suggest that growth in research 
and other non-instructional spending at the University of Minnesota may be indi
rectly affecting tuition.42 

One slight difference between HauptmaD.~s findings and OllIS is that he highlights 
the growth in administrative expenditures as an area deserving of special attention. 
While it merits and has received attention in Minnesota, our analysis of expendi
ture data suggests that the growth in employee fringe benefits across all categories 
of spending has played a greater role in tuition increases for a number of Minne
sota's public systems of higher education.43 Our finding regarding fringe benefits 
is consistent, however, with Hauptman's observation that the fastest growing com
ponent of higher education spending in the 1980s was fringe benefits. From 1980 
to 1987, fringe benefits more than doubled nationally.44 

A second difference is that Hauptman attributes some of the private sector tuition 
growth to spending on improved facilities. For Minnesota's private colleges, how
ever, the available data suggest that increased facilities expenditures was not a sig
nificant factor in tuition growth. Operating expenditures for physical plant grew 
the slowest of any major expenditure category.'fS 

SUMMARY 

Tuition rates in Minnesota have grown significantly since the early 1970s. During 
the 1970s, tuition increases generally did not exceed inflation. Unlike the 1970s, 
tuition increases since 1981 have significantly exceeded inflation as inflation rates 
decreased. Also, the rate of growth in tuition exceeded the growth rate for per cap
ita income in Minnesota since the early 1980s, reversing the trend of the 1970s. 

42 In Minnesota, however, tuition revenue cannot directly subsidize research. Tuition can be indi
rectly affected to the extent that state appropriations for instructional expenditures are constrained in 
response to the perceived need to increase state appropriations for research and other non-instruc
tional activities. 

43 Our office previously conducted a study of administrative spending in three of Minnesota's pub
lic systems. See Office of the Legislative Auditor, Higher Education Administrative and Student 
Services Spending: Technical Colleges, Community Colleges, and State Universities (Saint Paul, 
March 1992). 

44 Hauptman, 27-28. 

45 If capital expenditures on facilities grew significantly, they were most likely fmanced by private 
donations not accounted for in the opemting expenditures and revenues which we examined. 
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Tuition and required fees for Minnesota's four public systems of higher education 
and Minnesota's private colleges all exceed national averages. Tuition at Minne
sota's community colleges and technical colleges greatly exceed the national aver
age for two-year public colleges. The rates of increase for Minnesota's colleges 
and universities have tended to mirror the rates of increase nationwide. Faster 
than average growth has occurred at Minnesota's technical colleges, private col
leges, and the University of Minnesota. Slower than average growth has occurred 
at community colleges and state universities. 

Tuition growth at Minnesota's public institutions has lalEely been the result of the 
relative decline in the use of state appropriations to fund instructional spending. 
Increased reliance on tuition revenue, as well as the effects of inflation on spend
ing, accounted for more than 80 percent of the tuition growth in each ofMinne
sota's four public systems. Increases in spending in excess of inflation explained 
only 9 to 18 percent of the tuition growth. At the state universities and community 
colleges, much of the spending growth in excess of inflation was due to substan
tial growth in employee fringe benefits, which grew lalEely in response to factors 
beyond the immediate control of the two systems. At the University ofMinne
sota, increased state appropriations for non-instructional expenditures such as re
search may have been indirectly responsible for tuition increases. 

At Minnesota's private colleges, we found that instructional and ovemead spend
ing increases in excess of inflation accounted for almost half of the tuition growth 
from 1980 to 1992. In addition, inflation explained more than a third of the tuition 
growth. Increased spending on financial aid and public service activities ex
plained smaller portions of tuition growth at the private colleges. 

Although tuition has grown significantly in Minnesota and exceeds national aver
ages, this report does not take a position on whether tuition in Minnesota's public 
colleges and universities is too high or too low. We do not address this issue be
cause the issue was beyond the scope of our study and is, to some extent, a philo
sophical one. Some would alEue for lower tuition because of the societal benefits 
of college attendance, and would suggest that the best way to promote college at
tendance is to keep the sticker price down. Others would suggest that public col
lege tuition should be increased to more fully reflect the costs of education and 
that the burden on taxpayers to support public higher education should be reduced. 
Proponents of the latter approach usually recommend increasing both tuition and 
financial aid and talEeting the financial aid to lower-income students. The pur
pose of this report was not to resolve this issue but to help answer a number of fac
tual questions regarding Minnesota tuition growth and to place tuition policy 
discussions into historical context. 
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A
s shown in Chapter 2, tuition and fees at Minnesota's higher education in
stitutions have risen dramatically since the early 1980s, generally outstrip
ping both inflation and growth in personal income. Consequently, 

students and their families are finding it increasingly difficult to afford higher edu
cation, regardless of financial status. Of particular concern is the ability oflower
income students to afford higher education. 

Concern over the affordability of higher education was especially evident during 
the 1993 legislative session. As discussed in Chapter I, the Minnesota Private Col
lege Research Foundation released a report that highlighted how difficult it was 
for low-income families to afford college. 1 The foundation also released data that 
s;howed an apparent drop in the number of lower-income students applying for fi
nancial aid. At the same time, legislators were concerned that the state grant pro
gram was serving upper-income students while they had little information that 
described how it was serving lower-income students. Also, they questioned the 
methods that the Higher Education Coordinating Board (HECB) used to calculate 
state grants for students attending private schools. Finally, the Governor and the 
Higher Education Coordinating Board recommended increasing both student fi
nancial aid and public school tuition and fees, while decreasing direct state appro
priations to public higher education systems. 

In response to these concerns, the 1993 Legislature created a financial aid task 
force to examine, among other things, how schools package financial aid and to 
develop alternative financial aid policies.2 In addition, the Legislative Audit Com
mission directed our office to conduct a study of higher education tuition and stu
dent financial aid. We conferred with individual legislators and staff and 
subsequently focused our evaluation on the state grant program, the policies that 
govern it, its relationship with the federal Pell program, and how it distributes 
grants to students by income level. Specifically, our research focused on the fol
lowing questions: 

• What are the state's goals in providing grants to undergraduates? 
How is state money allocated to individuals in coordination with 
federal Pell grants? 

1 Minnesota Private College Research Foundation, Way.f and Means: How Minnesota Families 
Pay Jor College (St. Paul, November, 1992). 

2 Minn. Laws (1st Spec. Sess. 1993), Chap. 2, Sec. 24. Two years earlier, it had created a higher 
education funding task force to examine how the public systems are funded and make appropriate 
recommendations, and its report was released in Februmy 1994. 
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• How do students apply for state grants? Do they face undue barriers? 

• How much aid do lower-income students receive from the state grant 
program compared with middle- and upper-income students? To 
what extent is the aid directed to lower-income students? 

To answer these questions, we interviewed stafffrom the Higher Education Coor
dinating Board, the Legislature, higher education system offices, and various insti
tutions, and we met with student representatives. We examined data collected by 
HECB on state grant recipients and expenditures, and data from the American Col
lege Testing (ACI) program on financial aid applicants and ACT test takers. We 
also looked at HECB data on the postsecondaty plans of Minnesota's high school 
juniors. Finally, we reviewed numerous research articles regarding student finan
cial aid, and we talked with several higher education researche~. 

Because our analysis is limited to the state grant program and does not include 
other financial aid programs or sources of aid that fumilies may use to help pay for 
higher education, we cannot make specific recommendations about financial aid 
or financial aid policies that could provide relief to certain types of students or par
ents. It should be noted that the tenn "financial aid" includes grants, loans, and 
work programs. As we explained in Chapter 1, state grants made up only 13 per
cent of the financial aid expenditures that helped undergraduates attend college in 
fiscal year 1991.3 We recognize that it may be difficult for fumilies, especially 
lower-income ones, to pay for college without using other sources of financial aid 
beyond state grants, and the problem merits study. However, the extent to which 
fumilies have used loans, private or institutional grants and scholarships, or any 
other source of funds to help pay for college is beyond the scope of this study. 
Also, we have generally defined higher education attendance costs to include only 
those costs that the state grant program recognizes, which are not necessarily the 
actual costs that students may face. Finally, we did not examine how well the 
Higher Education Coordinating Board administers the state grant program. How
ever, we do point out some administrative problems with the board's data that se
verely limit the amount of useful infonnation available to policy makers. 

In this chapter, we do not present extensive data on the distribution of state grants 
to students at the various systems of higher education because the Legislature has 
designed the state grant program to follow students, not systems. How much state 
grant money students in each system ultimately receive depends on their decision 
to attend one institution and not another, full time or part time. However, we pre
sent some data by system in Appendix C. 

This chapter is divided into three sections. First, we discuss how the state grant 
program generally operates and how much it has cost over time. Second, we look 
at the percentage of Minnesota high school students who said in surveys that they 
needed financial aid and examine how many Minnesota residents have actually 

3 This included a variety of grant programs besides the state grant program that were administered 
at the state level during fiscal year 1991, such as part-time state grants, dislocated worker grants, 
non-AFOC child care grants, nursing grants, and safety officer survivor grants. 
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We found that the distribution of state grant money depends heavily on students' 
"financial need," which the state grant program defines as the difference between 
one-half of the cost to attend a particular school and a combination of federal Pell 
grants, if any, and a fonnula amount that families are expected to pay. Being "fi
nancially needy" according to the state grant program does not necessarily mean 
that students come from families whose income is low compared with others. In
stead, students' financial need varies with their choice of postsecondary school 
and, consequently, the same student could be considered financially needy by at
tending a high-cost school, but not a low-cost one. 

Our results show that lower-income students have received most of the state 
grants and most of the state grant money, but some upper-income students also 
have received state grants, mainly because they attended higher-cost schools, 
came from larger families, and had more than one family member in college. 
Also, some students who had high incomes when they applied for a state grant 
were no longer in that category because unforeseen circumstances, such as a par
ent's death or divorce, had changed their overall financial situation. 

It is important to note that the state grant program is designed to help pay for only 
half of students' educational costs as defined by the grant program, irrespective of 
students' financial status, and does not help students finance the other half. Be
cause these other costs may be substantial, especially for lower-income students at
tending private schools, we think that policy makers should focus their attention 
not only on the state grant program, but the entire array of financial aid programs 
available to students. In the final analysis, the success of the state grant program 
rests on the ability of students, especially lower-income ones, to obtain enough fi
nancial aid to help them attend the school of their choice. 

THE STATE GRANT PROGRAM 

In 1967, the Minnesota Legislature created the State Scholarship Program which 
awarded need-based grants to students graduating in the upper fifth of their high 
school class to help them attend the institution of their choice.4 Two years later, it 
authorized the State Grants-in-Aid Program which provided the same type of assis
tance to students, but solely on the basis of financial need.5 Together, these two 
programs, along with the federal Basic Educational Opportunity Grant program 
(now known as the Pell grant program), became the foundation of Minnesota's un
dergraduate financial aid program. 

As shown in Figure 3.1, the state grant program is limited to Minnesota residents 
attending Minnesota schools. The program provides aid for the first four aca
demic years of school, during which recipients must make satisfactory academic 

4 Minn. Laws (1967), Chap. 871. 

5 Minn. Laws (1969), Chap. 1144. 
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Figure 3.1: State Grant Eligibility Requirements, 
1993-94 Academic Year 

Applicants must be Minnesota residents, defined as follows: 
• Graduated from a Minnesota high school while living in a state other 

than VVisconsin, Iowa, North Dakota, or South Dakota; or 

• Received a General Education Diploma in Minnesota after living in Min
nesota for 12 months; or 

• Are eligible for resident tuition rates other than through a reciprocity 
agreement; or 

• Are dependent and their parents lived in Minnesota on the date the fi
nancial aid application was completed; or 

• Are independent and lived in Minnesota for 12 consecutive months im
mediately before enrolling at least half time at an eligible Minnesota 
school. 

Applicants must also: 
• Have demonstrated financial need, defined as the difference between 

the cost to attend a particular school and (a) a formula amount that 
families are expected to pay and (b) federal Pell grants, if any; 

• Have a high school diploma or its equivalent if under 17 years of age; 

• Be enrolled in a degree, diploma, or certificate program at an approved 
institution in Minnesota; 

• Have not completed the equivalent of four full-time academic years of 
postsecondary education or received a baccalaureate degree; 

• Not owe for a previous state grant overpaypment; 

• Not be in default on a student loan; and 

• Not be more than 30 days in child support arrears. 

Source: Higher Education Coordinating Board. 

progress according to institutional standards. State residents who have already 
earned a baccalaureate degree or have attended postsecondary school for the 
equivalent of four academic years are not eligible for state grants. 

Institutions must also meet certain criteria to participate. They must: (a) be lo
cated in Minnesota, (b) offer at least one academic or vocational program that is at 
least eight weeks long and involves at least 12 credits or 300 clock hours, and (c) 
be accredited, licensed, or approved by the appropriate government agency or as
sociation. During the 1992-93 academic year, 169 schools were eligible to partici
pate in the state grant program, and 172 schools were eligible to participate in the 
Pell program, which has slightly different eligibility requirements. Participating 
schools included all those in the state's four public systems and most of the state's 
private colleges and vocational schools. 

From 1967 through 1983, HECB administered its grant programs much like the 
federal government administered the Basic Educational Opportunity Grant pro
gram. Like federal grants, state grants were capped at a certain maximum amount, 
and federal and state awards together could not exceed a fixed percentage of stu
dents' financial need, which was defined as the amount remaining after parent and 
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student contributions were deducted fiom the total educational cost recognized by 
the program. Those costs included tuition and fees and a living and miscellaneous 
expense allowance. Minnesota also required all state grant recipients, regardless 
of financial need, to contribute at least a minimum amount toward their education. 
For example, during the 1982-83 academic year, the Legislature set the maximum 
size of state grants at $1,050, and limited the amount that could be covered by 
state and federal grants to 75 percent of educational costs. All students had to con
tribute at least $700 toward their education, and the maximum federal grant was 
$1,800. 

Over time, legislators and program administrators grew concerned that maximum 
grant awards and other rationing techniques, which they adopted because of inade
quate funding, were causing lower-income students to pay a larger share of their 
educational costs than upper-income students attending the same institutions. 
Thus, the 1983 Legislature, at the urging of HECB, approved a comprehensive 
package of higher education policies which included a major redesign of the State 
Scholarship and Grants-in-Aid Programs.6 

The cornerstone of the new design, which is still in effect, is commonly referred to 
as the "Design for Shared Responsibility." This state policy divides the overall re
sponsibility for paying for unde~raduate education among students, their families, 
and, if necessary, state and federal government. It requires that all students, re
gardless of income, assume responsibility for at least 50 percent of the cost recog
nized by the state grant program by using savings, earnings, loans, campus-based 
aid, or any other source. This is referred to as the "student share." The remaining 
50 percent, called the "family-government share," is to be covered by the family to 
the extent possible, plus government grants when families lack the necessary fi
nancial resources. 

Who pays the family portion of the family-government share depends upon 
whether a student is classified as dependent or independent. Generally, the state 
grant program considers all students dependent on their parents for financial sup
port unless they are 24 years or older, a veteran, or meet one of the other criteria 
shown in Figure 3.2. Parents of dependent children are expected to contribute to
ward the family-government share of the cost of education if they have sufficient 
income and assets. Similarly, independent students, and their spouses if they are 
married, are expected to contribute toward the family-government share if they 
can afford it, but their parents are not expected to pay. In addition, independent 
students must assume responsibility for the 50 percent student share just like de
pendent students. 

To implement the shared responsibility concept, HECB calculates a "cost of atten
dance" for each school participating in the state grant program. Minnesota 
statutes define the cost of attendance as tuition and fees plus a living and miscella
neous expense allowance. For private institutions, tuition and fees are "capped" at 
the lesser of the actual tuition and fees or the instructional costs per full-time stu
dent in comparable public institutions. 

6 Minn. Laws (1983), Chap. 258, Sees. 41-42. 
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Figure 3.2: Definition of an Independent Student, 
1993-94 Academic Year 

A student is automatically considered independent for both state and federal 
grant programs if she or he meets anyone of the following criteria: 

• Is at least 24 years of age by December 31,1993; 

• Is a veteran ofthe U.S. Anned Forces; 

• Is a ward of the court or both parents are dead; 

• Has legal dependents other than a spouse; or 

• Is married. 

Source: U.S. Department of Education, The EFC Formula, 1993-94 (Washington DC, undated), 
4. 

Figure 3.3 shows the average cost of attendance as defined by the state grant pro
gram for each higher education system during the 1992-93 academic year? As 
shown, the average cost of attendance for the purposes of the state grant program 
varied considerably among systems. We found that system averages ranged from 
$5,698 in technical colleges to $11,696 in private four-year colleges. Under the 
Design for Shared Responsibility, a combination of state and federal Pell grants 
and expected family contributions would have paid for one-half this amount, 
which would have been as low as $2,849 for technical college students and as 

Figure 3.3: Average Cost of Attendance Recognized 
by the State Grant Program by System, 1992-93 
Academic Year 

D Student Share 

• Family-Govemment 
Share 

$7,024 

$8,309 

$11,696 

$5,720 $5,698 

University of state Community Technical Private 
Minnesota Universities Colleges Colleges Four-Year 

Colleges 

Source: Higher Education Coordinating Board. 

$8,066 

Private 
Vocational 
Schools 

7 We calculated an average cost of attendance for the University of Minnesota and private voca
tional schools using the tuition mtes that participating schools reported for the pwposes of the state 
grnnt program. For the remaining four systems, we used the average tuition mtes reported by the 
Higher Education Coordinating Board in its Report to the Governor and 1993 Legislature, Technical 
Report. 
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high as $5,848 for private four-year college students. Thus, the maximum state 

grant that some students could have received was $5,848 during the 1992-93 aca
demicyear. 

Students are responsible for the remaining half of the cost of attendance, as de
fined by the state grant program. In addition, private school students must pay 
any tuition and fees that exceed the private school caps. For the private four-year 
colleges, tuition and fees were, on the average, $1,098 higher than the private four
year college cap of $7,663 during the 1992-93 academic year.8 We found that to
tal student costs in private four-year colleges (that is, the student share defined by 
the state grant progI3Dl plus any tuition and fees beyond the private college cap) 
would have averaged $7,423, compared with a maximum student share of$5,848 
used by the state grant progI3Dl. However, there was considerable variation 
among private institutions of the same type. For example, the total student costs 
would have ranged from $3,809 to $15,545 in private four-year colleges and from 
$2,166 to $7,649 in private vocational schools during the 1992-93 academic year. 

Minnesota statutes do not specifically delineate the goals of the state grant pro
gI3Dl nor who should receive state grants beyond the general eligibility require
ments shown earlier. According to Minn. Stat. § 136A.095, the state grant 
program should encourage economically disadvantaged students to attend the insti
tution of their choice. Yet, there is no definition of who is disadvantaged and no 
upper limit on recipients' income. Instead: 

• Students who receive state grants must meet the technical definition of 
"financial need," but not necessarily come from poor families. 

Moreover, all students, regardless of income or financial need, must pay at least 
half of the recognized cost of attendance. 

To detennine how much families are expected to contribute toward the family-gov
ernrnent share of costs, the state grant progI3Dl uses a slightly modified version of 
a federal fonnula, which is described in Figure 3.4.9 Hereafter, we refer to "ex
pected family contributions." This tenn refers to the amount of money the state 
has detennined families should be able to pay for education, but is not necessarily 
what they actually pay. There is no guarantee that families will actually contribute 
any amount, regardless of their income. As indicated earlier, parents are expected 
to pay the family contribution for their dependent children. Independent students 
and their spouses, if married, are expected to pay the family contribution them
selves. Generally, as total family income (taxed and untaxed) and net worth in
crease, the size of the expected family contribution increases. At the same time, 
as family size, number of students in college, and the age of the older parent in
crease, the expected family contribution decreases. 

8 Average private four-year college tuition is based on tuition and fees for the 32 private four-year 
colleges that participated in the state grant program during the 1992-93 academic year. Private four
year college tuition and fees shown in Chapter 2 are only for the 16 members of the Minnesota Pri
vate College Research Council. 

9 Expected family contributions were calculated somewhat differently during the 1992-93 sea
demicyear. 
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Figure 3.4: Major Steps in Computing Expected 
Family Contribution, 1993-94 Academic Year 

I. Determine available income: 
A. Calculate total income, taxed and untaxed; 
B. Subtract income allowances: 

1. federal income tax paid, 
2. state tax allowance, 
3. social security allowance, 
4. income protection allowance. based on the number of family 

members and the number in college, and 
5. employment expense allowance, up to a maximum of $2,500. 

II. Determine available assets: 
A. Add total cash from savings and checking accounts, and the net 

worth of real estate, investments, and business; 
B. Subtract an asset protection allowance, based on the age of the 

older parent; and 
D. Multiply by 12%. 

III. Add available income and available assets. 

IV. Compute total family contribution, using a table. 

V. Divide the total family contribution by the number of children in college. 

Source: U.S. Department of Education, The EFC Formula, 1993-94 (Wash
ington, DC, undated). 

In general, the cost of attending a particular school and whether the student at
tends full or part time are irrelevant when the state calculates an expected family 
contribution. For example, if the fonnula detennines that a family can afford to 
contribute $1,000, the methodology assumes it can do so regardless of the stu
dent's school choice or enrollment status. However, these factors are important 
when detennining the size of a student's state grant, and the state grant varies ac
cordingly. The grant fonnula first subtracts the expected family contribution from 
the family-government share of the cost of attendance for a full-time student, 
along with any Pell grant a student may receive. For full-time students (those en
rolled for a minimum of 15 credits), the state grant program fills in the remaining 
amount, if any. The higher the remaining cost of attendance, the larger the state 
grant. Conversely, a state grant may not be necessary if families and the federal 
government can completely cover the cost. 

Since the 1992-93 academic year, students who have enrolled less than full time 
have received grants that vary with the number of credits for which they are en
rolled. Students must enroll for at least three credits in order to receive a state 
grant. lO 

10 Minn. Laws (1992), Chap. 513, Art. 1, Sec. 13 directsHECB to prorate the cost of attendance 
for students attending less than full time (15 credits) to the actual nwnber of credits for which they 
are emolled. Prior to this, the board dermed full time as 12 to 15 credits. Also, beginning with the 
1993-94 academic year, the state grant program has served students who attend less than half time. 
Previously, the state had a separate part-time state grant program. 
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Figures 3.5 and 3.6 illustrate how the state grant program would have worlced for 
dependent and independent students at various income levels attending different 
types of schools during the 1992-93 academic year. Using average family income 
data for state grant recipients at different income levels, we estimated the average 
size of the state grant, Pell grant, and expected family contribution for full-time de
pendent students who had an average family size (4) and an average number of 
family members in college (1). For independent students, we used a family size of 
3 and 1 family member in college, which were the overall averages for inde
pendent state grant recipients. 

Figure 3.5: Assignment of Responsibility for Dependent Students' 
Cost of Attendance at Various Income Levels, 1992-93 Academic Year 
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Note: Students and their families also would be responsible for an average of $1,098 in additional costs to attend private four-year 
colleges. These additional costs reflect tuition and fees above the amount recognized by the state grant program. Also, some 
upper-income students received grants for reasons discussed later in this chapter. 
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Figure 3.6: Assignment of Responsibility for Independent Students' 
Cost of Attendance at Various Income Levels, 1992-93 Academic Year 
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Note: Students and their families also would be responsible for an average of $1 ,098 in additional costs to attend private four-year 
colleges. These additional costs reflect tuition and fees above the amount recognized by the state grant program. Also, some 
upper-income students received grants for reasons discussed later in this chapter. 

As shown, the size of the state grant increased as students' cost of attendance in
creased, while the expected family contribution increased with income. Also, Pell 
grants comprised most of the government's share for low-cost schools, such as 
technical and community colleges, especially for lower-income students, and state 
grants contributed less. 

Although the state grant program is closely tied to the federal Pell program, the 
two programs have somewhat different student eligibility requirements and deter-
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mine financial need differently, as shown in Figure 3.7.11 For example, the fed
eral government sets one maximum grant size, but the state has different maxi
mum grnnts depending on the cost of attendance (up to a point for private 
schools). As we discuss later, the state grant program bas used a higher living and 
miscellaneous expense allowance than the PeU progrnm. Also, the two programs 
calculate different expected family contributions. 

We found that: 

• The state grant program is not specifically targeted to serve 
lower-income residents, mainly because it is designed to work in 
conjunction with the federal Pell grant program. 

Figure 3.7: Major Differences in the State Grant 
and Federal Pell Programs, 1993-94 Academic Year 

STATE GRANT PELLGRANT 

Student Eligibility 
• Must enroll in a program at least • Must enroll in a program at 

8 weeks long. least 15 weeks long. 

• May receive grants for 4 aca- • May receive grants through 
demic years (or the equivalent). the first baccalaureate degree. 

• Cannot be in child support ar- • Can be in child support arrears. 
rears. 

Determining Financial Need 
• One standard living and miscella- • Schools determine living and 

neous expense allowance of miscellaneous expense allow-
$4,115. ances based on students'liv

ing arrangements, whether 
they have dependents, and 
whether they have child care 
or handicap-related expenses. 

• Maximum grant varies by school, • Maximum grant of $2,300. 
up to $5,889. 

• For dependent students, ex
pected family contribution does 
not include a student contribution 
from income and, only in rare 
cases, a student contribution 
from assets. 

• State, federal, and expected fam
ily contributions equal 50 percent 
of the recognized cost of atten
dance. 

• For dependent students, fam
ily contribution includes in
come and asset contributions 
from parents and students. 

• Pell grant equals the maxi
mum grant minus the ex
pected family contribution or 
the recognized cost of atten
dance minus the expected fam
ily contribution, whichever is 
less. 

11 The Pell program determined student eligibilty and fmancial need differently during the 1992-93 
academic year. There were no major changes in the state grant program between the 1992-93 and 
the 1993-94 academic years. 
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Because the federal government bases Pell grants on its own lower calculation of 
the cost of attendance and sets one maximum grant size, the Pell program is quite 
specifically targeted to lower-income students. Because of this, students' financial 
need may be completely filled by the Pell grant alone, especially at lower-cost in
stitutions. Since students' financial needs are :first addressed by families and then 
federal Pell gI3ll~, some low-income students may not receive a state grant at all. 

The state gI3llt program is very sensitive to federal changes in the Pell program. 
As we will see in the following sections, when the federal government has in
creased the size of Pell gI3Ilts or expanded student eligibility, financial need, as de
fined by the state gI3Ilt program, has decreased, and consequently the state has 
awarded fewer or smaller state gI3llts. In this way, the state program has made 
maximum use offederal dollars. Conversely, when the federal government has 
failed to fully fund the Pell program, the state has picked up the difference. 

Trends in State Grant Expenditures and 
Recipients 

Using data from HECB, we examined overall trends in the total amount of state 
and Pell grant money spent since the 1983-84 academic year, the number of state 
grant recipients, and the average size of their grants. However, changes in these 
data over time may give misleading impressions. There are three main problems. 
First, since the state grant and Pell programs are directly linked, a change in one 
affects the other. Second, there are no data on the number of students who did not 
receive state grants because Pell grants and expected family contributions met 
their financial need. This data limitation makes it impossible to fully detennine 
how well the state gI3Ilt program serves lower-income students. Third, it can be 
misleading to examine how the average grant amounts and total expenditures have 
changed overtime since students have increasingly enrolled part time, and this 
would generally reduce the size of grants. 

Nevertheless, the data show that: 

• Since 1985, the overall volume of state and federal grant aid has kept 
pace with the general rate of inflation. 

As shown in Table 3.1, state grant awards in fiscal year 1991 amounted to $71.3 
million. After adjusting for inflation, this amount was 27 percent higher in 1991 
than in 1985.12 In 1991, federal Pell aid totaled $109.1 million, 26 percent higher 
than in 1985, after adjusting for inflation. In total, state and Pell grant aid totaled 
$180.4 million in fiscal year 1991, up 25 percent in constant dollars from 1985. 

About $65.8 million of the $109.1 million in Pell grants in fiscal year 1991 went 
to students who also received state grants. Using a combination of federal and 
state reports, we estimate that students in Minnesota schools received approxi-

12 We used monthly values of the CPI-U to calculate fiscal year averages of the U.S. consumer 
price index. 
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Table 3.1: State and Pell Grant Spending, Fiscal Years 1985-91 

Percent Change 
1985 1987 1989 1991 1985-91 

CURRENT DOLLARS 
State Grants $44,356,131 $63,334,287 $55,487,310 $71,274,966 61% 
Pell Grants 68,235,672 78,315,191 103,977,393 109,138,797 60 
Total $112,591,803 $141,649,478 $159,464,703 $180,413,763 60% 

CONSTANT DOLLARS 
State Grants $56,147,001 $76,306,370 $61,311,945 $71,274,966 27% 
Pell Grants 86,374,268 94,355,652 114,892,147 109,138,797 26 
Total $142,521,269 $170,662,022 $176,204,092 $180,413,763 26% 

Source: Higher Education Coordinating Board and U.S. Department of Education. 

Increasing 
numbers of 
independent 
students 
receive state 
grants. 

mately $43.3 million in Pen gI3llts in the absence of state gI3llts.13 Most of the 
$43.3 million probably went to low-income students attending lower-cost schools 
who were ineligible for state gI3llts because their financial need was met entirely 
by the Pen gI3llt and expected family contribution. 

We looked at how the total number of state gI3llt recipients has changed since the 
Legislature adopted the Design for Shared Responsibility and found that: 

• Since the 1983-84 academic year, there has been a significant increase 
in the number of independent students receiving state grants, while 
the number of dependent recipients has remained about the same. 

The number of independent students served by the state gI3llt program increased 
69 perrent, from 13,584 in 1983-84 to 23,026 in 1992-93. At the same time, the 
number of dependent recipients changed vel)' little, from 38,545 to 38,793. (See 
Figure 3.8.) Except for the University of Minnesota, all higher education systems 
experienced an increase in the number of independent students receiving state 
gI3llts. The overall number of students who received state gI3llts at the University 
of Minnesota declined mostly because the University has decreased its under
graduate population. 

The figure indicates that the number of independent state gI3llt recipients dropped 
temporarily during the 1988-89 and 1989-90 academic years. To some extent, this 
can be attributed to changes in the Pen program which (a) made more independent 
students eligible for Pen gI3llts, and (b) increased the size of Pen gI3llts. Such 
changes decreased the number of students who qualified for a state grant since the 
state program is tied directly to the federal one. Because financial need under the 
state gI3llt program is addressed by Pen gI3llts before state gI3llts, fewer students, 
especially those in lower-cost schools, would have been served by the state pro-

13 The estimate may be high because some of the Pell grants may not have gone to Minnesota resi
dents or to students eligible for the state grant program. The Financial Aid Task Force has collected 
some descriptive data on students who received only Pell grants during the 1992-93 academic year. 
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Figure 3.8: State Grant Recipients, Academic Years 
Ending 1984-93 
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gram. Others would have had more of their need addressed by the federal govern
ment, and would therefore have received smaller state grants. 

Since the Design for Shared Responsibility was implemented, the maximum state 
grant that some students could have received has increased each year, going from 
$3,174 during the 1983-84 academic year to $5,848 during the 1992-93 academic 
year. This represents an 84 percent increase in current dollars and a 32 percent in
crease in constant dollars. 

We also looked at how the average size of the state grant and the combined state 
and Pell grant have changed overtime. These data are shown in Figure 3.9. We 
found that: 

• Since 1984, the average amount of state grants and combined state and 
Pell grants bas increased in constant dollars for dependent students, 
but decreased for independent students. 

The average state grant for dependent students increased 24 percent in constant 
dollars between the 1983-84 and the 1992-93 academic years, and the average 
combined state and Pell grant increased 14 percent. In comparison, the average 
state grant for independent students decreased 18 percent in constant dollars, and 
the average combined grant decreased 7 percent. We think that these decreases can 
be explained l~ely by the increasing trend toward part-time attendance and 
changes in the federal Pell program which affect state grant eligibility. Also, the 
decrease in average grant size for independent students may be related to changes 
in students' life status. To the extent that marital status and number of dependents 
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Figure 3.9: Average Size of Grants in Constant 
1993 Dollars, Academic Years Ending 1984-93 
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have changed overtime, the size of their expected family contribution and ulti
mately their state grant size would also change. 

The downward trend in state grant size for independent students was consistent 
across all systems except for private four-year colleges, where the average state 
grant for independent students grew 24 percent in constant dollars, and the aver
age combined state and Pell grant was unchanged. The average combined grant 
for private college students may have kept pace with inflation because most pri
vate four-year students attend full time. Also, as we discuss in the following sec
tion, the cost of attendance that the state grant program has recognized for 
students at private four-year colleges has increased faster than inflation and faster 
than the cost of attendance for public institutions. In addition, until the 1993-94 
academic year, HECB followed a procedure when calculating state grants that re
sulted in grants for some independent private school students that were larger than 
they otherwise would have been. 

Cost of Attendance Used to Calculate State 
Grants 

As indicated earlier, financial need is defined as the difference between half of the 
recognized cost to attend a particular school and the expected family contribution 
and the Pell grant, if any. In the state grant program, the cost of attendance con
sists of tuition and fees and a standard living and miscellaneous expense (LME) al
lowance. We examine these factors in the following two sections, beginning with 
the living and miscellaneous expense allowance. 

Living and Miscellaneous Expense Allowance 

Tuition and fees are only a part of the cost of an education. Both state and federal 
grant programs include an additional amount to help defray some costs related to 
attending school. According to Minnesota statutes, this amount, referred to as the 
living and miscellaneous expense allowance, should help to pay for room and 
board and miscellaneous expenses.14 Such expenses can include items such as 
books, lab fees, and transportation. 

The Higher Education Coordinating Board has based the living and miscellaneous 
expense allowance on the living expenses reported by state grant applicants in a 
1985 survey, which it has adjusted for inflation.I5 At that time, 20 percent of stu
dents reported spending $2,750 or less on living and miscellaneous expenses. 
Since then, the Legislature has funded the LME at a level somewhere between the 
16th and 20th percentile of student spending, after adjusting for inflation. Al
though HECB has advocated using the 25th percentile of reported expenses as the 

14 Minn. Stat. §136A.I21, Subd. 6. 

15 Minnesota Higher Education Coordinating Board, The Cost of Attendance in the State Scholar
ship and Grant Program with Coordinating Board Recommendations (St Paul, 1985) and Proceed
ings of the Fourlh Annual NASSGPINCHELP Research Conforence on Student FinancialAid Re
search (Albany, NY: New York State Higher Education Services Corporation, 1987). 
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Table 3.2 shows how the living and miscellaneous allowance has changed over 
time. As indicated, the living and miscellaneous expense allowance for the state 
grant program was $4,033 during the 1992-93 academic year, which represents a 
five percent increase in constant dollars since the Legislature implemented the De
sign for Shared Responsibility in 1984. However, changes in the living allowance 
did not keep pace with inflation until the 1991-92 academic year. In 1993, the 
Legislature provided funds to increase the living and miscellaneous expense allow
ance to $4,115 for the 1993-94 academic year. 

Table 3.2: Living and Miscellaneous Expense 
Allowance, Academic Years Ending 1984-93 

Academic 
Year 
Ending 

1984 
1985 
1986 
1987 
1988 
1989 
1990 
1991 
1992 
1993 

Percent Change 
1984-93 

Current Dollars 

$2,750 
2,750 
2,850 
2,960 
2,985 
2,995 
3,170 
3,465 
3,750 
4,033 

47% 

Source: Higher Education Coordinating Board. 

Constant Dollars 

$3,852 
3,706 
3,730 
3,790 
3,672 
3,524 
3,558 
3,686 
3,866 
4,033 

5% 

The living and miscellaneous expense allowance accounts for the majority of rec
ognized attendance costs for public schools. During the 1992-93 academic year, 
the living allowance made up 57 percent of the average cost of attendance at the 
University of Minnesota, 64 percent at state universities, 70 percent at community 
colleges, and 71 percent at technical colleges. In contrast, it accounted for only 
34 percent of the cost of attendance that the state grant program recognized at pri
vate four-year colleges and 50 percent at private vocational schools. 

Although the living allowance has been funded only at the 16th to 20th percentile 
of student spending, we found that: 

• The living and miscellaneous expense allowance for the state grant 
program during the 1992-93 academic year was significantly higher 
than the allowances in the federal Pell grant program, but lower than 
those used by most campuses when they award financial aid. 
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During the 1992-93 academic year, the Pell program used two living allowances 
that depended upon students' living arrangements and whether they had any de
pendents. The allowance for students who lived at home and had no dependents 
was $1,800, and it was $2,400 for all others. This was $1,633 to $2,233 lower 
than what the state grant program used at that time. 

However, Minnesota schools typically use higher living allowances than the state 
gl31lt program when they allocate campus-based financial aid. During the 1986-
87 academic year (the most recent year for which data are available), the average 
campus allowance for the typical student statewide (single dependent student with 
no dependents) was $4,135, while the state gl31lt allowance was $2,960.16 

Also, when campuses calculate living allowances, the amount may vat)' depend
ing upon students' marital and dependency status, number of dependents, and liv
ing arrangements. On average, the school allowance for married students in the 
1986-87 academic year was $1,851 higher than for unmarried students, and each 
dependent increased the allowance an average of$I,322. Also, students living off 
campus usually had an allowance $321 higher than students living on campus, and 
students living at home had an allowance that was $491 less than students living 
on campus. 

In contrast, the Higher Education Coordinating Board uses one standard allow
ance for all students regardless of marital status and household size when calculat
ing state gl31lts. This is because the living allowance is intended to cover 
students' expenses only, not costs associated with having dependents. When the 
board examined the Design for Shared Responsibility in 1990, it looked at 
whether the allowance should vat)' with living arrangements and concluded that it 
would be too troublesome for the amount of money involved. Because two-thirds 
of all students move during the year, the board waS concerned about having to re
calculate gl31lts. The board estimated that state gl31lts which varied with living ar
I31lgements would differ by only $160 to $245, and it argued that differential 
allowances would provide incentives for students to choose arrangements that gen
erate the most money. 

Although we think that the state grant living allowance may not be equitable for 
all students in light of various living arrangements, it does not seem extravagant. 
For example, we found that, after subtracting on-campus room and board fees at 
the University of Minnesota and private colleges from the LME, only about $500 
remained for books, department fees, and other related expenses. 

Thition and Fees 

When the Legislature adopted the Design for Shared Responsibility, it limited the 
amount of tuition and fees which the state grant program uses to measure the fi
nancial need of students attending private schools. The Legislature capped the 
amount that would be recognized at the lesser of (1) the actual tuition and fees 
charged by the private institution, or (2) the instructional cost per full-time equiva-

16 Minnesota Higher Education Coordinating Board, An Examination of the Design for Shared Re
sponsibility and the State Grant Program (Sl Paul, 1990). 
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lent student in comparable public institutions.I7 The unrecognized portion of a pri
vate school's tuition and fees (the amount above the private school cap) are costs 
borne by students and their families, outside the state gmnt program. Depending 
upon the private school chosen, these unrecognized costs can be substantial. As 
we discussed earlier, the total student costs (the student share as defined by the 
state gmnt progrcun plus any tuition and fees beyond the private school cap) for 
some private college students would have been as high as $15,545 during the 
1992-93 academic year. 

The Higher Education Coordinating Board was first required to establish separate 
tuition and fee caps (or limits) for private four-year colleges and private vocational 
schools in 1983. We found that: 

• Since the 1983-84 academic year, the private school caps have 
increased much faster than inflation and faster than average tuition 
and fees at public institutions. 

As shown in Table 3.3, the private four-year cap increased 52 percent in constant 
dollars between the 1983-84 and the 1992-93 academic years, and the cap for pri
vate vocational schools increased 18 percent. At the same time, average tuition 
and fees for private four-year colleges have increased 55 percent, while average 
tuition and fees for private vocational schools have grown by 9 percent in constant 
dollars. In comparison, public school tuition and fees increased at a slower rate, 

Table 3.3: Private School Tuition and Fee Caps, 
Academic Years Ending 1984-93 

Private Private 
Four-Year Colleges Vocational Schools 

Academic 
Year Current Constant Current Constant 
Ending Dollars Dollars Dollars Dollars 

1984 $3,598 $5,039 $3,573 $5,004 
1985 4,063 5,476 3,752 5,057 
1986 4,973 6,509 3,940 5,157 
1987 5,271 6,749 4,215 5,184 
1988 5,875 7,226 4,568 5,619 
1989 6,024 7,087 4,684 5,511 
1990 7,195 8,075 4,903 5,503 
1991 7,663 8,152 5,146 5,474 
1992 7,663 7,900 5,898 6,084 
1993 7,663 7,663 5,898 5,898 

Percent Change 
1984-93 113% 52% 65% 18% 

Source: Higher Education Coordinating Board. 

17 Minn. Stat. § 136A.121, Subd. 6 (2). 
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from 19 percent in community colleges to 30 percent in state universities, after ad
justing for inflation. IS 

The data. in Table 3.4 show how the average cost of attendance recognized by the 
state grant program for each of the higher education systems has changed over 
time in constant dollars. As shown, the recognized cost of attendance has in
creased more rapidly in private four-year schools (32 percent in constant dollars) 
than in public universities (13 to 14 percent). 

We also found that more private four-year colleges are affected by the tuition and 
fee limits than private vocational schools. We learned that: 

• For the 1992-93 academic year, most private four-year colleges 
charged tuition and fees substantially above the private four-year cap, 
but most private vocational schools charged substantially less than 
their cap. 

Table 3.4: Cost of Attendance Recognized by the State Grant Program by 
System, Academic Years Ending 1984-93 

State Community Technical 
Academic University of University College College Private Private 
Year Minnesota Sxstem Sxstem Sxstem Four-Year Vocational 

1984 $6,165 $5,597 $5,270 $4,940 $8,891 $7,549 
1985 6,144 5,637 5,193 5,027 9,182 7,868 
1986 6,224 5,750 5,262 5,131 10,240 7,525 
1987 6,461 5,868 5,318 5,283 10,539 7,922 
1988 6,376 5,701 5,194 5,235 10,898 7,708 
1989 6,200 5,518 5,059 5,059 10,611 7,425 
1990 6,248 5,681 5,099 5,123 11,633 7,423 
1991 6,506 5,811 5,254 5,278 11,838 7,535 
1992 6,735 6,141 5,513 5,541 11,766 7,998 
1993 7,024 6,309 5,720 5,698 11,696 8,066 

Percent Change 
1984-93 14% 13% 9% 15% 32% 7% 

Note: Figures are in constant 1993 dollars. 

Source: Higher Education Coordinating Board. 

We found that actual tuition and fees in private four-year colleges ranged from 
$4,078 below the cap to $9,697 above during the 1992-93 academic year. How
ever, 20 of the 32 private colleges that participated in the state grant program 
charged more in tuition and fees during the 1992-93 academic year than the four-

18 Average tuition and fees for the University of Minnesota and private vocational schools are 
based on undergraduate tuition rates that participating schools reported for the pmposes of the state 
grant program. For the remaining four systems, average tuition rates are those reported by the 
Higher Education Coordinating Board in its Report to the Governor and 1993 Legislature, Technical 
Report. As such, private four-year college tuition rates are for Minnesota Private College Research 
CO\UlCil members only. As discussed in Chapter 2, the large increase in technical college tuition and 
fees (49 percent) occurred largely because the technical colleges did not begin to charge tuition for 
Minnesota residents under the age of 21 until 1979. 
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year cap of$7,663. Avemge tuition and fees for these colleg~s were $3,283 higher 
than the four-year cap. Actual tuition and fees in private vocational schools 
ranged from $5,598 below the cap to $2,684 above it However, 46 of the 59 pri
vate vocational schools that participated in the state grant program chmged less 
than their cap of $5,898. Avemge tuition and fees for these schools were $2,595 
less than the cap. 

It should be noted that HECB has used various methods to set the private school 
caps, partly because it has been difficult to identify comparable public institutions 
and detennine their instructional costs. Since 1984, the state grant program's caps 
on private school tuition and fees have been calculated in three different ways. 
From fiscal years 1984 through 1987, the board used instructional expenditure 
data submitted by the University of Minnesota for the Morris and Duluth cam
puses to set the four-year cap, and instructional expenditure data for the technical 
college system for the private vocational cap. 

From fiscal years 1988 through 1993, HECB set the cap based on the simple aver
age of instructional costs for all upper-division programs within the University of 
Minnesota and the State University System and for middle and high cost lower-di
vision programs. It employed a similar method using the community and techni
cal college systems for the private vocational caps. However, it gave technical 
college costs twice the weight of community college costs. 

During the 1993 legislative session, the board's methodology was severely criti
cized. Partly because the Department of Finance had implemented new reporting 
requirements that changed how systems reported instructional costs, the Legisla
ture adopted a new method that required the Department of Finance to determine 
instructional expenditures, project inflationary increases, and recommend the ap
propriate cap to the Legislature, using the University of Minnesota-Morris and 
Southwest State University as comparable institutions. Legislation adopted in 
1993 indicates that the private four-year cap will decrease to $6,814 for the 1994-
95 academic year. The private vocational cap will remain at its current level for 
the 1994-95 academic year (after being adjusted for inflation) while HECB studies 
whether a new methodology is needed. 

Also, we found that: 

• From the 1983-84 through the 1992-93 academic year, the Higher 
Education Coordinating Board followed a procedure that, for some 
students at private schools, resulted in enlarged state grants and 
increased costs to the program. 

During the course of our research, we found that HECB had routinely subtracted 
the difference between independent students' actual and capped tuition and fees 
from their expected family contribution. Depending on the results, this could have 
increased the size of their state grnnt We talked with HECB staff to detennine the 
origins of this policy, and learned that this has been the practice since the Design 
for Shared Responsibility was implemented. According to staff, it was intended to 
provide additional help to those students who had to pay both the student share 
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and the family portion of the family-government share as well as any tuition be
yond the private school cap. This practice was discontinued beginning with the 
1993-94 academic year, but we estimate that this practice affected about 2,600 pri
vate four-year college students and about 1,500 private vocational students during 
the 1992-93 academic year, and increased the size of their state grants by an aver
age of about $1,160 and $160, respectively. We estimate that this practice cost the 
state grant program about $3 million during the 1992-93 academic year alone. 

The Higher Education Coordinating Board also followed a similar procedure un
der certain circumstances when it calculated state grants for dependent students, 
but this only had a minimal effect. The state grant progrnm disregards dependent 
student income altogether when calculating the expected family contribution, and 
includes dependent student assets only rarely (that is, when 35 percent of depend
ent student assets is greater than one-half the cost of attericfance). We estimate that 
this practice cost only about $50,000 in additional state grant expenditures for de
pendent students during the 1997-93 academic year. 

APPLYING FOR FINANCIAL AID 

This section examines how students apply for financial aid in general and whether 
they face undue barriers when doing so. First, we discuss the application process 
itself - its cost, deadlines, and fonn. Second, we examine data from Minnesota 
high school students regarding their perceived need for financial aid to go on to 
further schooling. Third, we look at trends in the number and type of students ac
tually applying for financial aid of any type. 

Application Process 

As we showed in Chapter 1, there are many different student financial aid pro
grams, including grants, loans, and work-srudy. To make it easy for students to ap
ply, the federal government uses the same application fonn for almost all types of 
federal aid, and the state has adopted this application fonn for its programs. Thus, 
students fill out one major fonn, called the Family Financial Statement for the 
1992-93 academic year and the Free Application for Federal Student Aid for the 
1993-94 academic year, for most types of state and federal aid.19 

The financial aid application fonn for the 1992-93 academic year contained 130 
questions, some with multiple parts, regarding income, assets, and family situ
ation. Instructions told applicants to assemble income tax returns, bank state
ments, mortgage infonnation, medical and dental expense records, elementary and 
secondary tuition statements, and business, £ann, and investment records. 

To receive financial aid during the 1992-93 academic year, most Minnesota appli
cants submitted their financial aid application to the American College Testing 
(AC1) program in Iowa which processed the data to produce a Student Aid Re-

19 Until the 1994-95 academic year, the state supplemented the federal fonn by adding a few extra 
questions about state residency. 



STATE GRANTS 

The federal 
government 
has simplified 
the financial 
aid application 
form. 

97 

port. This report contained a Pell Grant index that indicated whether students 
were eligible for Pell grants. Schools in tum used this index to determine the ex
act size of the Pell grant. 

If students were applying for a state grant, ACf fOlWarded individual financial aid 
application data directly to either HEeB or the school of the student's choice if 
HEeB had authorized it to calculate state grants and notify students of their 
awards directly.20 

To receive a state grant for the 1992-93 academic year, applications had to be sub
mitted by May 31,1993. However, students were encouraged to apply as soon as 
possible to be sure that funds were available. The deadline for Pell grants was 
May 3,1993, but, as in the state grant program, students were encouraged to apply 
much earlier. While the federnl government does not chaIge students to apply for 
a Pell grant, there is a fee to have ACf send specific financial aid information re
lated to the state grant program to HEeB and individual schools.21 Forthe 1992-
93 academic year, students had to pay $6.75 for their first transmission of 
financial aid data and $4.00 for each additional one. For 1993-94, the fee is sim
ply $6.90, and it will be eliminated altogether for the next year. 

We examined the financial aid application form and found that it was long and 
complicated. However, we think that: 

• Because state grants are designed to vary in relation to income and 
assets, the grant application process is, by necessity, somewhat 
complex. 

In our opinion, it is difficult to maintain simplicity and still obtain all of the infor
mation that the state needs to distinguish among students' ability to pay. Because 
the state grant program is hot specifically taIgeted to serve only lower-income stu
dents, it seems appropriate for the state to collect various income and asset data. 
This allows the program to distinguish among families' various abilities to pay 
their share of education costs. Also, as'we discussed earlier, the state grant pro
gram uses the federnl financial aid application to genernlly determine eligibility 
for state grants, and this keeps students from having to complete multiple financial 
aid applications. 

Nevertheless, the federnl government has made substantial changes over the last 
five years to simplify its application form, especially at lower levels of income. 
For example, during the 1992-93 academic year, certain applicants earning 
$15,000 or less did not have to submit asset information. Also, the process was 
simplified for dislocated workers and displaced homemakers. Beginning with the 
1993-94 academic year, certain applicants with incomes below $50,000 do not 

20 The Higher Education Coordinating Board has encouraged schools to assume grant processing 
responsibilities. During the 1992-93 academic year, HECB pennitted 46 schools to calculate their 
own state grants, and HECB calculated them for the remaining schools. As we discuss later, we 
found data-related problems with this arrangement 

21 Some students who attend schools that calculate their own state grants may not have to pay a fee 
if the school collects the necessaty data. 
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have to submit asset infonnation. In addition, many items have been eliminated 
from this year's fonn altogether. 

Perceived Need For Financial Aid 

Using survey data collected from high school students, we looked at how families' 
financial situations have affected high school students' plans for higher educa
tion.22 We found that: 

• Since the mid-1970s, the proportion of Minnesota high school juniors 
who reported needing financial assistance to continue their education 
has increased substantially, as did the proportion who reported that 
they were not continuing their education for financial reasons. 

Every year from the early 1970s through 1988, HECB surveyed the majority of 
Minnesota public high school juniors regarding their plans after graduation. We 
examined these data and found that the percentage of students who said that they 
would need financial assistance for higher education rose steadily.23 In 1988, 68 
percent of students surveyed said that they would need at least some financial as
sistance, compared with 46 percent in 1975. Over the same period, of those who 
were not planning higher education, an increasing percentage (13 to 25 percent) 
said that this was due primarily to financial reasons. 

We also looked at survey results from Minnesota high school students who took 
the ACT college admission test in 1993.24 We asked ACT to tell us how the stu
dents answered certain questions by income level, as estimated by the students. 
We found that: 

• Minnesota high school students at all income levels were more likely 
than their national counterparts to say that they were expecting to 
apply for financial aid to help meet college expenses. 

Overall, 85 percent of Minnesota ACT test takers indicated that they expected to 
apply for financial aid, compared with 79 percent nationally. As Figure 3.10 
shows, 67 percent of Minnesota test takers with estimated incomes of$60,000 or 
more reported that they expected to apply for financial assistance, compared with 
62 percent nationally. Interestingly, the students who reported that their family in
come was under $6,000 were less likely to say that they expected to apply for fi
nancial assistance, both in Minnesota (92 percent) and across the nation (93 
percent), than students who had higher incomes, up to $42,000. 

22 However, as we mentioned in Chapter 1, some error is associated with SUlVey questions and an
swers in geneml. 

23 Minnesota Higher Education Coordinating Board, Summary ojResponses on the Plans and 
Background SU111ey and Aptitude Test Score Trends for Minnesota High School Juniors (Sl Paul, 
1985 and 1988). 

24 Sixty-one percent of Minnesota high school students took the test American College Testing, 
ACT Student Profile Section (Iowa City, 1993). 
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Figure 3.10: ACT Test Takers' Plans to Apply for 
Financial Aid by Estimated Income, 1993 School Yea 
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We also asked what the Higher Education Coordinating Board has done to re
spond to students' and parents' need for infonnation about postsecondary educa
tion. Since 1985, the board has distributed financial aid infonnation to eighth 
grade students through their schools. Also, responding to its own research which 
showed that parents, especially minority or low-income parents, were most con
cerned and least infonned about the cost of higher education, HECB initiated Get 
Ready, a booklet of financial and academic infonnation.25 During the 1992-93 
school year, the board distributed about 75,000 copies to elementary and middle 
schools for the parents offifth-graders and another 25,000 through special events, 
such as the State Fair and annual Parent-Teacher Convention. Through a special 
outreach plan, the board disseminated 75,000 more copies to communities of 
color, low-income families, and families with special needs. Staff told us that they 
hope to distribute 190,000 copies of Gel Ready during the 1993-94 school year. 

Financial Aid Applicants 

The American College Testing (ACT) program has published annual summaries 
of the overall characteristics of applicants for financial aid, using data that appli
cants submit on the Family Financial Statements. We examined these aggregate, 
summary data for Minnesota residents applying for financial aid for the 1982-83 
and the 1992-93 academic years.26 These data should be interpreted carefully for 

25 Minnesota Higher Education Coordinating Board, Reporl an Survey afParents afEighth Grad
ers (St Paul, 1988). 

26 American College Testing Progmm. Profile afFinancial Aid Applicants (Iowa City. 1982 and 
1992). 
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several reasons. First, data include applicants for a wide variety of financial aid 
programs, not just the state gmnt program. For example, they include students 
who are applying for non-need based loans. Second, data include Minnesota resi
dents who attend out-of-state schools. Finally, it is necessary to adjust for infla
tion when comparing results over time, and this requires some assumptions about 
how individual data are distributed within income categories. 

With these caveats in mind, we examined the income levels of Minnesota appli
cants for financial aid. The American College Testing program defines total in
come for dependent students as the sum of the parents' and the student's total 
income and, for independent students, as the student's total family income.27 We 
compared the distribution of applicants' total incomes for the academic years end
ing 1983 and 1993 with U.S. Census data for Minnesota for 1980 and 1990, which 
we adjusted for inflation.28 

We found that, although Minnesota high school students have indicated a growing 
need for financial assistance: 

• Evidence suggests that there was a decline in the percentage of 
financial aid applications from very low-income students between 1983 
and 1993. 

We defined very low-income applicants as those who reported family incomes be
low the federal poverty line for a family of four for dependent applicants and for a 
family of two for independent applicants.29 According to the U.S. Census, ap
proximately 7 perCent of all Minnesota families had incomes below the federal 
poverty level in both 1979 and 1989. 

Overall, the number of applications for financial aid from dependent students 
dropped 12 percent from the 1982-83 academic year to the 1992-93 academic 
year. However, we estimate that the number of applications from very low-in
come dependent students declined by 45 percent. As shown in Table 3.5, about 13 
percent of dependent applicants for financial aid (9,425) in 1983 had incomes be
low the federal poverty line for a family offour, compared with 8 percent (5,233) 
in 1993. While total applications from independent students increased 26 percent, 
applications from independent students with incomes below the federal poverty 
line for a family of two decreased about 15 percent, declining from 76 percent 
(22,021) of the total applications from independent students during the 1982-83 
academic year to 48 percent (18,789) during 1992-93. 

We also compared the overall distribution of 1983 and 1993 dependent applicants' 
reported incomes with 1980 and 1990 U.S. Census data for Minnesota families, 

27 In contrast, the state grant program dermes total income for dependent students as parents' in
come only. 

28 We adjusted census data for inflation because they were two years older than applicant data on 
total income. 

29 Overall, the average family size of dependent applicants was 4.7 during the 1982-83 academic 
year and 4.2 during 1992-93. Independent applicants reported an average family size of 1.9 during 
1982-83 and 2.1 in 1992-93. 
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Table 3.5: Financial Aid Applicants in Relation to 
Poverty Status, Academic Years 1982-83 and 1992-93 

1982-83 1992-93 

Number Percent Number Percent 

DEPENDENT APPLICANTS 
Below Poverty Line 9,425 13% 5,233 8% 
At or Above Poverty Line 60,199 87 56,251 Jtl. 
Total 69,624 100% 61,484 99% 

INDEPENDENT APPLICANTS 
Below Poverty Line 22,021 76 18,789 48 
At or Above Poverty Line 7,112 24 20,601 52 
Total 29,133 100%- 39,390 100% 

Note: Percents may not total 100 due to rounding. 

which we adjusted for inflation. We regrouped applicant income data into five in
come brackets that were based on the population distribution of Minnesota family 
income according to U.S. Census data for 1980 and 1990. Each bracket reflected 
the income of20 percent of Minnesota families. We defined lower income as the 
bottom two brackets, that is, the lowest 40 percent.30 

As shown in Table 3.6, although fewer dependent applicants applied for aid in 
1993 (61,484) than in 1983 (69,624), most of the drop was in the lowest two in
come brackets. We estimate that a greater number and a higher percentage of 
lower-income dependent students applied for financial aid in 1983 than in 1993 . 

. Of dependent students, about 46 percent of applicants reported incomes in the 

Table 3.6: Dependent Financial Aid Applicants in 
Relation to Minnesota Family Income Quintiles 
Adjusted for Inflation, 1982-83 and 1992-93 Academic 
Years 

1982-83 1992-93 

Number Percent Number Percent 

DEPENDENT STUDENTS 
Lowest 20 Percent 16,363 24% 10,965 18% 
21 st - 40th Percentile 15,509 22 14,017 23 
41 st - 60th Percentile 16,137 23 14,615 24 
61 st - 80th Percentile 15,123 22 21,887a 36 
Highest 20 Percent 6,492 j 
Total 69,624 100% 61,484 100% 

Note: Percents may not total 100 due to rounding. Family income quintiles are based on the 1980 and 
1990 U.S. Censuses for Minnesota and are adjusted for inflation. Dependent applicants' total income 
is based on both the parents' and students' total income; independent students' total income Is for the 
student and/or spouse. 

aa1 st percentile and above. Alter we adjusted the income quintiles for inflation, we could not break out 
applicant income data beyond the 61 st percentile because of the way that ACT aggregated data. 

30 We could not do this analysis for independent applicants because of the way ACT aggregated 
the income data. 
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lowest two income brackets in 1983, compared with about 41 percent in 1993. In 
sheer numbers, there were 6,890 fewer applicants in the lowest two income brack
ets in 1993 compared with 1983, a drop of22 percent. 

Although these data and estimates are not definitive, they tend to support work 
done by the Minnesota Private College Council. It looked at financial aid applica
tions from dependent students from 1986 through 1993 and found a 27 percent de
crease in applications from dependent students whose families rer.rted adjusted 
gross incomes of less than $30,000, after adjusting for inflation.3 The council 
suggested that the decline could be related, in part, to the government's failure to 
properly fund need-based financial aid programs, as well as to other nonfinancial 
reasons. 

In our opinion, there are probably no simple, clear-cut answers. Higher Education 
Coordinating Board staff reviewed the council's work and also examined a num
ber of possible explanations, including changes in the number of high school 
graduates, career aspirations, and general economic conditions, but could find 
nothing definitive to explain the decrease. The decrease in the number of low-in
come students applying for financial aid could also be partially explained by a 
combination of social and economic fuctors. As we discussed in Chapter 1, low
income parents generally have a low level of knowledge about financial aid pro
grams, their information about costs is often inaccurate, and they are least likely to 
discuss postsecondary education with their children. At the same time, the sub
stantial increases in tuition that we showed in Chapter 2 may have been especially 
discouraging to students from low-income families. Further, the composition of 
families in the lowest two income brackets may have changed since 1983 to in
clude fewer families with college age students in the first place. 

It should be noted that the Legislature has always fully funded the state grant pro
gram so that no financially needy student has ever been turned down. In fact, as 
designed, the state program generally has compensated for failures on the part of 
Congress to fully fund the federal Pell program. Also, we did not find the finan
cial aid application process so onerous that it would discourage any group of stu
dents from applying for aid. According to the Higher Education Coordinating 
Board, about 85 percent of the student p-ool has applied annually for state grant 
funds since the 1984-85 academic year.32 Although this is a large percentage, we 
encourage continued monitoring of financial aid application trends, particularly by 
level of income. 

STATE GRANT RECIPIENTS 

To examine how state grants were distributed, the Higher Education Coordinating 
Board provided us with financial and descriptive data on 61,819 students who re-

31 Letter from David B. Laird, Jr., Minnesota Private College Council, to Representative Peter 
Rodosovich, House Education Finance Division (March 2, 1993). 

32 Minnesota Higher Education Coordinating Board, Report to the Governor and 1993 Legislature 
(St Paul, 1993) and Report to the Governor and the 1989 Legislature (St Paul, 1989). 
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ceived a Minnesota state grant and who were enrolled at one of 157 participating 
schools during the 1992-93 academic year.33 During the 1992-93 academic year, 
state grants totaled $82.7 million, but, when combined with Pell grants, amounted 
to $153.4 million. About two-thirds of the recipients were dependent students 
(38,793), and about one-third were independent students (23,026). Dependent stu
dents received $62.6 million in state grants and $97.3 million in combined state 
and Pell grants. Independent students received $20.1 million in state grants and 
$56.1 million from the two types of grants in combination. The median state grant 
for dependent recipients was $1,218, and the median combined state and Pell 
grant was $2,504. For independent recipients, these amounts were $477 and 
$2,501, respectively. 

As shown in Table 3.7, dependent state grant recipients differed significantly from 
independent recipients. Independent recipients were more likely to attend school 
part time. Whereas only 6 percent of dependent state grant recipients enrolled part 
time during the 1992-93 academic year, 19 percent of independent recipients 
did.34 Also, given the definition of an independent student shown earlier, inde
pendent students were older, more likely to be married, and usually lived off cam
pus. Slightly more than half of them attended either community colleges (20 
percent) or technical colleges (35 percent). Slightly less than one-half of the de
pendent state grant recipients attended state universities (26 percent) or private 
four-year colleges (19 percent). 

Four percent of dependent state grant recipients and 28 percent of independent re
cipients were receiving Aid to Families with Dependent Children benefits. Also, 
HECB recorded 8 percent of dependent recipients and 12 percent of independent 
recipients as nonwhite. Further, independent state grant recipients were more 
likely to be displaced homemakers (13 percent) or dislocated workers (7 percent). 
In comparison, 4 percent of dependent state grant recipients' parents were dis
placed homemakers, and 3 percent were dislocated workers. 

We examined the 1991 total income of dependent and independent state grant re
cipients during the 1992-93 academic year.35 For purposes of the state grant pro
gram, total income was defined as the sum of all taxed and untaxed income during 
1991. Untaxed income includes social security and AFDC benefits, child support, 
and unexpected untaxed income or benefits. For dislocated workers, total income 
was an estimate of expected 1992 income. Because independent students gener
ally have different enrollment patterns which affect the size of state grants and, as 
we will show in the following sections, lower family incomes than dependent stu
dents, we present data on the two types of state grant recipients separately. 

33 Although 169 schools were eligible to participate in the state grant program in academic year 
1992-93, 12 schools had no state grant recipients. The data were estimated to be 95 percent com
plete when we acquired them in September 1993. 

34 As indicated earlier, there was a separate part-time state grant program until the 1993-94 aca
demic year, when it was combined with the state grant program. 

35 Unlike the Higher Education Coordinating Board, we used total income rather than adjusted 
gross income as the measure of a family's resources. Total income is preferable because it includes 
all sources of income, both taxed and untaxed, and is the usual basis for awarding state grants. 
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Table 3.7: Characteristics of State Grant Recipients, 
1992-93 Academic Year 

Dependent Independent All 
Students Students Recigients 

SEX 
Male 46% 29% 40% 
Female 54 72 60 

AGE 
19 and Under 18 1 12 
20-23 79 21 57 
24 and Older 3 78 31 

ETHNICITY 
V\lhite 92 87 90 
Nonwhite 8 12 9 

ENROLLMENT STATUS 
Full-time (at least 75%) 94 81 90 
Part-time Oess than 75%) 6 19 10 

MARITAL STATUS 
Unmarried 95 63 83 
Married 5 37 17 

HOUSING 
On Campus 17 2 11 
Off Campus 52 83 64 
With Parents or Relatives 22 3 15 
Unknown 9 12 10 

RECEIVING AFDC BENEFITS 
Yes 4 28 13 
No 96 72 87 

SYSTEM ATIENDED 
University of Minnesota 16 5 11 
State University 26 12 20 
Community College 17 20 18 
Technical College 17 35 25 
Private Four-Year 19 13 16 
Private Vocational· 6 15 10 

TOTAL NUMBER OF RECIPIENTS 38,793 23,026 61,819 

Note: Data on sex, ethnicity, and enrollment status are limited to stUdents who were enrolled on the 
tenth day of the fall term. Some figures do not total due to rounding. 

We defined low income in two ways.36 First, to detennine whether the state grant 
program was serving what we would call the very poor, we identified recipients 
whose total income was below the 1991 federal poverty guideline for their family 
size. For example, the guideline was $13,924 for a family of four and $8,865 for a 
family of two. We compared this percent with the percent of all Minnesota fami-

36 In addition, we present state grant recipients' total family income in $5,000 and $2,500 incre
ments in Appendix C. 
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lies with incomes below the federal poverty guideline because students from these 
families would generally be financially eligible for state grant assistance if they ap
plied. However, we recognize that not all Minnesota families with incomes below 
the federal poverty guideline have college-age children. In these instances, the 
parents themselves could be eligible for the state grant program. 

Second, we grouped state grant recipients into five income brackets. The five 
brackets were based on the population distribution of Minnesota family income ac
cording to the 1990 U.S. Census. Each of these brackets reflected the income of 
20 percent of all Minnesota families. We then defined lower-income students as 
those who reported total family income in the lowest two income brackets (less 
than $19,429 and $19,429 through $31,235) which put them clearly below the 
state median family income of $36,916. Middle-income students were defined as 
those whose family income placed them in the third bracket or quintile ($31,236 
through $42,889) which was around the state median, and upper-income students 
were those with incomes in the top two income brackets ($42,890 through 
$59,490 and more than $59,490), clearly above the state median. We compared 
state grant recipients' total income with the distribution of family income for the 
population as a whole for three main reasons. First, students come from the gen
eral population which is made up of families of different ages and types. Second, 
because state policy is to make higher education accessible to all citizens, it seems 
appropriate to compare state grant recipients' family income with Minnesota fam
ily income in general. Third, no data are available to contrast state grant recipi
ents' income with the income of college students in general. 

We found that 

• During the 1992-93 academic year, there was a higher proportion of 
persons in the state grant program whose family income was below the 
federal poverty line than in the Minnesota population. 

According to the 1990 U.S. Census for Minnesota, 7 percent of Minnesota fami
lies had incomes below the federal poverty line. As shown in Table 3.8, 16 per
cent of dependent state grant recipients had total incomes below the federal 
poverty guideline. These students received 12 percent of the state grant funds and 
21 percent of combined state and Pell grants. The proportions were even higher 
for independent students, although this may not be surprising in light of their fam
ily situations. Almost one-half (48 percent) had total incomes below the federal 
poverty guideline for their family size. They received 35 percent of the state grant 
funds for independent students and 53 percent of the combined state and Pell grant 
money. 

Using our other, broader definition of low income, we found that 

• Most state grant recipients came from families whose total income put 
them among the lowest 40 percent of all Minnesota families, and they 
received most ofthe grant money. 
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Table 3.8: State Grants in Relation to Poverty Status, 1992-93 Academic 
Year 

State Grant Combined 
B~Qil2i~nts stat~ ~[ilm Amol.lm Siam and E~II ~[ilnl AllK!l.Inl 

Dollars Median Mean Dollars Median Mean 
Nymber Eement (millions) ~ .D.o.IIa.m .D.o.IIa.m (millions) EerQenl QQIIm. QQIIm. 

DEPENDENT STUDENTS 
Below Poverty Line 6,346 16% $7.4 12% $796 $1,173 $20.3 21% $3,004 $3,198 
At or Above .32MZ ..M ....55..2 ...88. J.33Q ..1.ZO.1 ..JLJJ. ..za ...2.281 -2lli 
Poverty Line 

Total 38,793 100% $62.6 100% $1,218 $1,615 $97.3 100% $2,504 $2,509 

INDEPENDENT STUDENTS 
Below Poverty Line 10,982 48% $7.1 35% 319 647 29.5 53% 2,625 2,689 
At or Above ~ -.52. .JM ...M ~ 1.Qa2 2M .AI ....2JQa -22QS. 
Poverty Line 

Total 23,026 100% $20.1 100% $477 $875 $56.1 100% $2,501 $2,437 

Note: Poverty status was determined on the basis of total income in 1991 for parents of dependent students or, in the case of inde-
pendent students, the student or spouse. For dislocated workers, income was based on an estimate for 1992. Some figures do not total 
due to rounding. 

Lower-income 
students 
received most 
of the grants 
and most of the 
grant money. 

As shown in Table 3.9, dependent students whose family incomes were less than 
$19,429 (the lowest income quintile) made up 29 percent ofstate grant recipients, 
and they received 25 percent of state grant funds and 36 percent of combined state 
and Pell grant funds during the 1992-93 academic year. Students in the next low
est income quintile whose families earned between $19,429 and $31,235 made up 
30 percent of state grant recipients, and they received 34 percent of state grant 
funds and 32 percent of combined state and Pell grant funds. Together, 59 percent 
of the dependent state grant recipients reported total family incomes below 
$31,236, and these students received 59 percent of the state grant money and 68 
percent of the combined state and Pell grant dollars, as shown in Figure 3.11. 

Similarly, independent students in the lowest income quintile comprised 71 per
cent of independent state grant recipients, and they received 64 percent of state 
grant funds and 78 percent of combined state and Pell funds. Independent stu
dents in the next lowest income quintile (21st through 40th percentiles) made up 
20 percent of independent recipients, and they received 23 percent of state grant 
funds and 16 percent of combined awards. Overall, 91 percent of the independent 
state grant recipients reported total family incomes below $31,236, and these stu
dents received 87 percent of state grant money and 94 percent of the combined 
grants, as shown in Figure 3.11. 

Figure 3.12 shows the distribution of state grant recipients' total family incomes. 
As indicated, state grant recipients tended to have lower incomes than most Minne
sota families. Over 68 percent of dependent and more than 94 percent ofinde
pendent recipients had total incomes below the state median. The data show that 
the median family income was $27,870 for dependent state grant recipients and 
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Table 3.9: State Grants in Relation to Minnesota Family Income Quintiles, 
1992-93 Academic Year 

State Grant Combined 
Becipienm State Grant ArnQlmt State and ~ell GlllDt AlI\Qunt 

Dollars Median Average Dollars Median Average 
Nymber ~ercent (milliQns) ~ercent QQIlam QQIlam (rnilliQns) ~ercent QQIIam 0Qllam 

DEPENDENT STUDENTS 
Lowest 20 Percent 11,256 29% $15.8 25% $904 $1,407 $35.3 36% $2,965 $3,136 
(less than $19,429) 

21 st-4oth Percentile 11,484 30 21.0 34 1,454 1,831 31.5 32 2,641 2,741 
($19,429-31,235) 

41 st-6oth Percentile 9,759 25 16.4'··.- 26 1,322 1,683 20.3 21 1,862 2,077 
($31,236-42,889) 

61 st-8oth Percentile 5,465 14 8.3 13 1,171 1,515 9.2 9 1,388 1,681 
($42,890-59,490) 

Highest 20 Percent ~ ~ -1..1 ~ UH .1..2.9.Q --1.1 J 1.ID. 1.3M 
(more than $59,490) 

Total 38,793 100% $62.6 100% $1,218 $1,615 $97.3 100% $2,504 $2,509 

INDEPENDENT STUDENTS 
Lowest 20 Percent 16,399 71% $12.9 64% $379 $784 $43.5 78% $2,612 $2,654 
(less than $19,429) 

21st-4oth Percentile 4,493 20 4.7 23 734 1,053 9.2 16 1,970 2,047 
($19,429-31,235) 

41 st-6oth Percentile 1,770 8 2.0 10 702 1,141 2.8 5 1,252 1,584 
($31,236-42,889) 

61 st-8oth Percentile 330 1 0.5 2 844 1,408 0.5 1 1,181 1,618 
($42,890-59,490) 

Highest 20 Percent --..M ~ -.JU ~ .1.5.3l ~ ~ ~ 1.1Z9 ~ 
(more than $59,490) 

Total 23,026 100% $20.1 100% $477 $875 $56.1 100% $2,501 $2,437 

Note: Family Income qulntiles are based on the 1990 U.S. Census for Minnesota. State grant reCipients' total income Is based on ad-
justed gross income and untaxed income for 1991 or estimated 1992 income for dislocated workers. For dependent students, the Income 
is for parents. For independent students, the income is for the student or spouse. Some figures do not total due to rounding. 

$11,544 for independent recipients in 1991. According to the 1990 U.S. Census, 
the median family income for Minnesota was $36,916. 

We also found that: 

• Because federal Pell grants are targeted to the poorest students and 
awarded first, the state grant program paid less to the lowest income 
students and more to students in the next higher income bracket who 
received less in Pell grants. 

As previously discussed, the state grant program is designed to work. in conjunc
tion with the federal Pell program and to make maximum use of federnl dollars. 
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Figure 3.11: State Grants in Relation to Minnesota Family Income 

Dependent Students Independent Students 

State Grant Recipients 2% 

State Grant Dollars 2% 

Combined State and Pell Grant Dollars 
5% 1% 

_
Lower Income _ Middle Income D Upper Income " 
(Bottom 40 percent) (Middle 20 percent) (Top 40 percent) 

Note: Percentages may not total to 100 due to rounding. 
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Figure 3.12: Distribution of State Grant Recipients' 
Income, 1992-93 Academic Year 
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As shown in Figure 3.13, the state grant program provided a median grant of only 
about $800 to students whose family income was $10,000 or less, but Pell grants 
provided about $2,200 more. At income levels from $25,000 to $35,000, which is 
still below the statewide median for families, the state grant program provided a 
median grant of $ 1,444, while the Pell program provided substantially less, $550. 

Figure 3.13: Grant Awards by Family Income, 
1992-93 Academic Year 
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After the $35,000 income level, the state grant progrnm provided lmger grants (a 
median grant of$I,219) than the Pell progrnm ($0), but the amount of money con
tinued to decline. Figure 3.13 shows the same general trend for independent stu
dents with family income less than $45,000. The state grant progrnm provided a 
median grant of$474 to these students, while the Pell progrnm provided $1,800. 
However, median state grants and combined state and Pell grants increased for in
dependent students who had incomes above $45,000 for the same reasons that 
some upper-income students in general receive state grants. In addition, some up
per-income independent students received state grants because HECB routinely 
subtracted the difference between their actual and capped tuition and fees from the 
expected family contribution when calculating grants. We discuss grants to upper
income students in detaillaterin this chapter. 

Tables 3.10 and 3.11 show the average total income and grant for (a) state grant re
cipients who received only a state grant and not a Pell grant, (b) recipients who re
ceived both a state and a Pell grant, and (c) all state grant recipients. Qualifying 
for a Pell grant is one indicator oflow family income. These data show that 

• The state grant program also served some middle- and higher-income 
students, but they received smaller total grants than lower-income 
students. 

Table 3.10: Statistics on State Grant Recipients' Total 
Income, 1992-93 Academic Year 

Dependent Independent 
Students Students 

RECEIVED STATE GRANT ONLY 
25th Percentile $28,891 $18,486 
50th Percentile (median) . 37,568 25,809 
75th Percentile 45,693 35,454 
Average 37,556 27,072 

Number of Students 15,177 3,051 

RECEIVED BOTH STATE AND PELL GRANTS 
25th Percentile $13,424 $5,808 
50th Percentile (median) 21,902 9,859 
75th Percentile 30,629 18,051 
Average 22,500 12,772 

Number of Students 23,616 19,975 

ALL STATE GRANT RECIPIENTS 
25th Percentile 17,805 6,204 
50th Percentile (median) 27,870 11,544 
75th Percentile 38,340 21,269 
Average 28,390 14,667 

Number of Students 38,793 23,026 

Note: State grant recipients' total income Is based on adjusted gross income and untaxed income for 
1991 or estimated 1992 income for dislocated workers. For dependent students, the income is for par
ents. For independent students, the Income Is for the stUdent or spouse. 
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Table 3.11: Statistics on State Grants, 1992-93 
Academic Year 

Dependent Independent All 
Students Students Recipients 

STATE GRANTS ALONE 
25th Percentile $ 743 $ 488 $ 696 
50th Percentile (median) 1,527 1,127 1,455 
75th Percentile 2,640 2,213 2,575 

Average $1,801 $1,531 $1,756 
Total Dollars $27,336,052 $4,670,285 $32,006,337 

BOTH STATE AND PELL GRANTS 
25th Percentile $1,443 $1,686 $1,532 
50th Percentile (median) 2,504 2,501 2,501 
75th Percentile 3,218 2,894 3,127 

Average $2,509 $2,437 $2,482 
Total Dollars $97,340,789 $56,124,758 $153,465,547 

ALL STATE GRANTS 
25th Percentile $ 654 $ 208 $ 400 
50th Percentile (median) 1,218 477 915 
75th Percentile 2,299 1,119 1,901 

Average. $1,615 $875 $1,339 
Total Dollars $62,643,740 $20,138,709 $82,782,449 

During the 1992-93 academic year, 39 percent of dependent state grant recipients 
and 13 percent of independent recipients received only a state grant. Together, 
these students received 39 percent of state grant funds and 21 percent of combined 
state and Pell grant money. 

As would be expected given the design of the state and Pell grant programs, the to
tal income of state grant recipients who received only a state grant was signifi
cantly higher than those who also received a Pell grant. As Table 3.10 shows, the 
median total income of dependent state grant recipients who received only a state 
grant was $37,568, compared with $21,902 for those who received both a state 

and Pen grant. Independent state grant recipients who received only a state grant 
had a median total income of $25,809, while the median total income of those re
ceiving both grants was $9,859. 

Because state grant recipients who received only a state grant had higher incomes, 
they also tended to receive smaller grants. As shown in Table 3.11, dependent 
state grant recipients who did not receive a Pen grant had a median grant of 
$1,527, compared with $2,504 for students receiving both. Likewise, independent 
state grant recipients who received only a state grant had a median state grant of 
$1,127, compared with $2,501 for those receiving both. We also found that state 
grant recipients who also received Pen grants were more likely to be nonwhite and 
receiving Aid to Families with Dependent Children benefits than recipients of 
state grants only. 
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Next we asked why some upper-income students have received state grants. As 
we saw earlier in Table 3.9, 16 percent of dependent state grant recipients and 2 
percent of independent recipients reported incomes over $42,889, which is the 
60th percentile of Minnesota family income. Together, they received about 12 per
cent of state grant funds and 7 percent of combined state and Pell grants, for a to
tal of nearly $11 million during the 1992-93 academic year. In fact, 247 students 
reported total family incomes of$70,OOO or more, and they received a total of 
$281,657 in state grant money. 

We further analyzed the data to learn why upper-income students sometimes re
ceived state gran'ts. The results showed that: 

• There were three main reasons why some state grant recipients came 
from upper-income brackets: (1) they attended higher-cost schools, 
(2) they came from larger-than-average families, and (3) they had 
more than one of their family members in college. 

As shown in Table 3.12, most of the upper-income students attended private 
schools, particularly four-year colleges, where the cost of attendance is generally 
much higher than for public schools. This accounted for most of the state grant 
money ($7 million of $11 million) that went to upper-income students. At this in
come level, Pell grants added little additional assistance. 

In all six systems of higher education, we also found that the upper-income grant 
recipients' families tended to be laI&erthan average. Overall, dependent state 
grant recipients had an average family size of 4.2, compared with 5.0 for upper-in
come dependent recipients. Independent state grant recipients' average family 
size was 3.0, compared with 4.5 for upper-income independent recipients. Like
wise, the upper-income students' families were more likely to include multiple col
lege students. Overall, the average number of college students for dependent 
students was 1.5, but among the upper-income group, it was 1.9. Independent stu
dents as a whole had 1.2 family members in college, but the upper-income group 
had 1.6. 

To further identify why some upper-income students received state grants, we se
lected a sample of dependent state grant recipients from each system with the high
est total income, after controlling for family size and number in college. We asked 
HECB to investigate why these students received a state grant. We found that: 

• State grants were sometimes based on estimated current income 
instead of past, actual total income. 

When special conditions significantly affect students' financial condition after 
they have applied for financial aid, campus financial aid officers can recalculate 
state grant awards if students amend their financial aid application. During the 
1992-93 academic year, special conditions were: loss of employment, disability 
or natural disaster which affects income, loss of untaxed income or benefits, sepa
ration or divorce, death, and active duty in Desert Storm or Desert Shield. 
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Table 3.12: Upper-Income State Grant Recipients by System, 1992-93 
Academic Year 

State Grant Combined 
BeQipienm Stam G[i!nt AID!l!,mt Stam and eel! G[i!nt AlD!lunt 

Median Average Median Average 
Number eercent QQ11ar:s ~ Q.QII.ars Q.QII.ars Q.QII.ars Percent Q.QII.ars Q.QII.ars 

DEPENDENT STUDENTS 
University of 995 16% $944,593 10% $876 $949 $1,119,251 11% $1,009 $1,125 
Minnesota 

State 1,212 19 956,346 10 722 789 1,240,700 12 894 1,024 
University 

Community 412 7 246,323 3 493 598 357,781 3 803 868 
College 

Technical 305 5 213,139 2 633 699 294,456 3 872 965 
College 

Private Four- 3,029 48 6,565,152 71 2,122 2,167 6,818,342 67 2,150 2,251 
Year 

Private ~ ~ 355 aaz --A --ID ~ 392,ZZQ --A ...urr9 --L2aa 
Vocational 

Total 6,258 100% $9,281,440 100% $1,158 $1,485 $10,223,300 100% $1,354 $1,636 

INDEPENDENT STUDENTS 
University of 16 4% $5,698 1% $240 $356 $8,281 1% $334 $518 
Minnesota 

State University 25 7 10,806 2 243 432 26,956 5 1,106 1,078 

Community 27 7 11,785 2 314 436 21,535 4 762 798 
College 
Technical 54 15 23,936 5 373 443 44,507 7 677 824 
College 

Private Four- 198 54 419,565 80 1,825 2,119 439,453 74 1,879 2,219 
Year 

Private -M J2 50569 --1D ~ ...1.H9. 56065 -.Jl ..1J22 -UM 
Vocational 

Total 364 100% $522,359 100% $899 $1,435 $596,797 100% $1,227 $1,640 

Note: Upper-income students, their spouses, or parents were in the top two quintiles of Minnesota family income, based on the 1990 U.S. 
Census. Their total taxed and untaxed income exceeded $42,889 in 1991. Some figures do not total due to rounding. Data on system at-
tended were missing for 36 dependent students. 

Special conditions like these explained half of the cases that we asked HECB to in
vestigate. For example, in one case, a student's parents reported 1991 total in
come in excess of$80,OOO. However, the parents subsequently divorced and the 
custodial parent's estimated 1992 income was only $18,000. This permitted the 
student to receive a state grant. In another example, the student's father died, and 
total income dropped from almost $62,000 in 1991 to an estimated $25,000 in 
1992. The surviviitg parent's estimated, lower income was used to calculate the 
state grant. In most of the remaining cases, students or their families had ex
tremely high medical expenses or taxes, often in combination with few assets, 
which offset their total income for the purpose of calculating state grants. 
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We also selected a small sample of independent students with the highest total in
come and asked stafffrom the Higher Education Coordinating Boan! to investi
gate why these students received state grants. We found that these upper-income 
independent students, in addition to attending higher-cost schools, coming from 
huger-than-average families, and having more than one family member in college, 
had some of their expected family contribution forgiven when their state grants 
were calculated. As discussed earlier, HECB routinely subtracted the difference 
between independent students' actual and capped tuition and fees from their ex
pected family contribution, which resulted in an enlruged state grant and a smalle'r 
family contribution for some students. The Higher Education Coordinating Boan! 
discontinued this practice beginning with the 1993-94 academic year. 

SUMMARY AND DISCUSSION 

According to Minnesota statutes, the state grant program should enco~e eco
nomically disadvantaged students to attend the institution of their choice. 7 How
ever, there is no specific limit on recipients' income and no definition of 
disadvantaged. Moreover, the state grant program requires that all students as
sume responsibility for one-half of the recognized cost to attend an institution of 
higher education. In this respect, the state grant program does not consider how 
poor or wealthy students may be. 

When necessruy, the state and federal government help Minnesota families pay the 
other half of the cost of higher education, up to a certain limit for private schools. 
To detennine the amount of government assistance that may be needed, Minnesota 
uses a detailed financial aid application fonn and then makes numerous allow
ances to offset various circumstances that would limit how much money is avail
able for students' education. It awards state grants if there is a difference between 
the amount that families are expected to provide and what the federal government 
will pay, and half of the recognized cost to attend a particular school. That differ
ence is called "financial need," 

In other words, the state grant program operates mainly on the basis of a cost-re
lated definition of financial need. Consequently, the state grant program could 
call a student financially needy ifhe or she attended a costly private school, but 
not if the student chose a public one, Students who are financially needy by this 
definition might not be financially needy relative to the general population or to 
other need-based programs that the state and federal government operate. Also, 
the federal government's major grant program goes first to the lowest income stu
dents, so their financial need may be completely filled by the Pell grant alone, so 
far as the state is concerned. As a result, some of the poorest students, if they 
choose to attend a low-cost school, may not receive a state grant of any amount. 

We looked at how the state grant program allocated money to students during the 
1992-93 academic year. We found that lower-income students made up the major
ity of state grant recipients, and they received most of the state grant money. The 

37 Minn. Stat. § 136A.095, 
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data show that 59 percent of the dependent recipients and 91 percent of the inde
pendent recipients had total incomes below $31,236, compared with 40 percent of 
all Minnesota families. Furthennore, the program served a larger percentage of 
students whose total income fell below the federal poverty line, compared with the 
percentage of all Minnesota families. 

Although some upper-income students also received state grants, we found that 
these students generally attended higher-cost schools, came from larger-tItan-aver
age families, and had more than one family member in college. Also, some upper
income students' financial circumstances changed dramatically after they applied 
for the state grant program and, as a result, financial aid officers used an estimate 
of their present income instead of their previous income to calculate an award. In 
other cases, the families had high expenses and often low assets, which offset the 
income that would otherwise be available for education. Also, some upper-in
come independent students received state grants because HECB routinely sub
tracted the difference between students' actual and capped tuition and fees from 
their expected family contribution when calculating state grants.38 

It would be helpful also to examine how students are paying for their share of the 
recognized cost of higher education, particularly since tuition has increased so 
much, but this was beyond the scope of our study. In this chapter, we showed that 
the students'share of attendance costs can be substantial, especially if they attend 
private colleges. However, the state grant program provided only 12 to 27 percent 
of students' cost of attendance during the 1992-93 academic year. Unfortunately, 
there is a general lack of statewide infonnation about financial aid by student in
come levels. Consequently, it is not possible to detennine conclusively the net im
pact of financial aid on student costs or the extent to which financial aid has 
improved access to higher education for lower-income students in Minnesota. 

As discussed in Chapter 1, the Minnesota Private College Research Foundation 
surveyed about 5,500 Minnesota baccalaureate students and their families to learn 
how they were paying for college in general during the 1991-92 academic year. It 
found that low-income families were spending a larger portion of their income for 
college than other families. Also, students from low-income families were using 
loans to a greater extent than other students. Currently, a few aspects of this study 
are being replicated for technical college students, but neither study specifically 
addresses the student share of the cost of attendance as defined by the state grant 
program. 

The Higher Education Coordinating Board conducted a limited study of financial 
aid packages for a sample of state grant recipients during the 1986-87 academic 
year.39 It found that state grants made up from 13 to 24 percent of state grant re
cipients' cost of attendance and Pell grants another 5 to 24 percent, depending on 
the higher education system that they attended. Family contributions accounted 
for 9 to 11 percent of costs, while loans made up 18 to 35 percent. We think that 

38 The Higher Education Coordinating Board discontinued this practice beginning with the 1993-
94 academic year. 

39 Minnesota Higher Education Coordinating Board, An Overview of the Design for Shared Re
sponsibility in the State Grant Program (St Paul, 1990). 
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this type of study should be expanded to examine state grant recipients' financial 
aid packages by income level, and then regularly updated. 

To address the question of students' financial aid packages this year, a legislative 
task force was created last session, but it was unable to devote sustained attention 
to this issue. Thus, we recommend that: 

• The Higher Education Coordinating Board should periodically collect 
data on financial aid packages, focusing on assistance at varying levels 
of income and the effect of that assistance on the student share of the 
cost of attendance, as determined by the state grant program. 

It would be preferable to have such infonnation about state grant recipients' total 
packages of financial aid before significantly changing the state grant program. 
However, the legislative task force, as well as the Minnesota Association of Finan
cial Aid Administrators and others, have discussed a number of options, including 
the idea of targeting more state grant money to lower-income students. The Min
nesota Association of Financial Aid Administrators would do this by reducing the 
student's share of the cost of education for some and increasing it for others. The 
legislative task force's proposal would decrease the student share for all students 
while increasing the family-government share. While these proposals would fun
nel more state grant money to lower-income students and less to middle- and up
per-income students, such changes could displace some private or institutional 
assistance with state funds because students may use other financial aid sources to 
help cover their share of costs. 

There are also other options that the Legislature could consider if it wishes to tar
get more state grant funds to lower-income students and less to middle-and upper
income students. One option would be to put a limit on state grant recipients' 
income, so that no one above that limit would be eligible. We interviewed finan
cial aid administrators and researchers from a number of states and found that 
other states with large state grant programs have adopted this policy. For exam
ple, in California and Pennsylvania, state grant recipients cannot have family in
come above $50,000 or $65,000. New York has an income limit of $42,500 for 
dependent students, but.only $10,000 for independent students. In Ohio and Wash
ington, the limit is less than $30,000. 

However, we have some concerns about using income limits for two major rea
sons. First, in the absence of other changes to the state grant program, income lim
its would not guarantee that more money would be distributed to lower-income 
students. Instead, they would mean that less would be spent in total because those 
above a predetennined point would not receive assistance. Second, income limits 
do not consider families' ability at various income levels to pay for college, which 
depends on a number of other factors, including family size and number in col
lege. 

Another option is to create another program that is specifically targeted to disad
vantaged students. For example, in addition to its major state grant program, Cali
fornia has a $70 million program to help high-potential students from minority 
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and low-income fiunilies attend college. Eligibility is based on fiunily back
ground, number of parents, parental education level, grade point average, and 
other factors besides income and family size. New York has several smaller pro
grams to encourage minority and low-income students to enter into the health care 
and professional fields, as well as programs to assist Native Americans and people 
with disabilities. Wisconsin administers several small programs that are targeted 
to serve AFDC recipients, Native Americans, minority students, and people with 
disabilities, among others. 

To some extent, Minnesota has already gone this route since it has some grant pro
grams specifically targeted toward certain populations. In 1991, the American In
dian Scholarship program, operated through the Department of Education, 
provided about $1.6 million in scholarships to low-income students of Native 
American ancestry. Rehabilitation Services grants provided about $4.5 million to 
students with vocationally-handicapping disabilities. The federal Job Training 
Partnership Act, administered by the Department of Jobs and Training, provided 
education grants to low-income working age adults, dislocated workers, and dis
abled, Vietnam-era. or recently retired veterans, among others. Also, Minnesota 
provided over $100,000 in 1991 for grants to nursing students who agreed to prac
tice in designated rural areas and nearly $2 million to provide child care assistance 
to low-income students who did not receive Aid to Families with DependentChil
dren. Furthennore, the 1993 Legislature provided $150,000 for need-based grants 
to minority nursing students for the 1994 aild 1995 academic years. 

While the state grant program as well as the state's numerous smaller grant pro
grams are designed to help provide economic access to higher education, the ques
tion of academic access is also important. Some evidence suggests that there has 
been a drop in the number of very low-income students who have applied for fi
nancial aid, and this could be related to a number of factors, including rising ad
mission standards combined with increasing high school dropout rates. According 
to the Minnesota Department of Education, 19 percent of all students were pro
jected to drop out over the course of four years of high school during the 1991-92 
school year, compared with 14 percent in 1984-85. Worse, one-half or more of the 
Hispanic, American Indian, and Black students were projected to drop out, and 
these groups are a growing part of the public school system.40 

During the course of our study we learned that the Higher Education Coordinating 
Board recently has developed an infonnation campaign targeted at lower-income 
communities of color. Through a widely distributed booklet, the board is attempt
ing to help these parents prepare their children, both academically and financially, 
for college. We encourage this effort and hope that it will be helpful. 

However, it would be difficult or impossible to detennine the effectiveness of Min
nesota's efforts to increase access to higher education because of data limitations. 
Although the Higher Education Coordinating Board has a data base on state grant 
recipients, it is limited and inconsistent. Most notably, the board does not have 

40 For its projections, the Minnesota Department of Education added the annual student dropout 
mtes in each of the four years of high school. See faxed data from Carol Hokenson, Minnesota De
partment of Education, to the Office of the Legislative Auditor (September 17, 1993). 
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data on students who receive only Pell grants because they did not need or qualify 
for state grants. We can only estimate that these students received as much as $43 
million in 1991, but it is likely that they had very low incomes and attended low
cost schools. Thus, they would be of considerable interest and concern to policy 
makers. 

Also, we found that HECB does not maintain complete, unifonn data for all state 
grant recipients. Important infonnation is missing for laIge percentages of stu
dents. The problem is that the board authorized some schools to award state 
grants themselves, but did not require them to provide the same basic data as it 
maintains in calculating state grants. Thus, we recommend that: 

• The Higher Education Coordinating Board should collect and 
maintain more complete, accurate data on state and Pell grant 
recipients in the future. 

Data on students who receive only a Pell grant could come from the board's peri
odic studies of student financial aid packages, which we recommended above. To 
improve the general quality of infonnation on state grant recipients, we suggest 
that the board require complete data from all schools and maintain a complete data 
set for all state grant recipients. In light of the problems we and others have en
countered, staff at the Higher Education Coordinating Board have already told us 
that they will review their procedures and, starting in the 1994-95 academic year, 
collect complete data on all state grant recipients. We think that better data collec
tion and maintenance on the part of the board are critically important for state pol
icy makers. 
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Table A.1: University of 
Minnesota Headcount 
Enrollment, Fall 1992 

Crookston 
Duluth 
Twin Cities 
Morris 

1,352 
10,023 
55,903 
2,055 

Note: Figures are estimated to include extension students. 

Source: Higher Education Coordinating Board (May 1993) 
and University of Minnesota. 

Table A.2: State University 
Headcount Enrollment, Fall 
1992 

Bemidji 
Mankato 
Metropolitan (Twin Cities) 
Moorhead 
St. Cloud 
Southwest (Marshall) 
Winona 

5,188 
15,082 
5,390 
8,050 

15,507 
2,853 
7,311 

Source: Higher Education Coordinating Board (May 1993). 

Table A.3: Community College 
Headcount Enrollment, Fall 
1992 

Anoka-Ramsey (Coon Rapids) 6,224 
Austin 1,357 
Brainerd 1,856 
Fergus Falls 1,345 
Hibbing 2,328 
Inver Hills (Inver Grove Heights) 5,317 
Itasca (Grand Rapids) 1,169 
Lakewood (White Bear Lake) 6,413 
Mesabi (Virginia) 1,635 
Minneapolis 4,310 
Normandale (Bloomington) 9,221 
North Hennepin (Brooklyn Park.) 6,178 
Northland (Thief River Falls) 929 
Rainy River (International Falls) 788 
Rochester 4,001 
Vermilion (Ely) 881 
Willmar 1,383 
Worthington 906 

Note: Figures indude enrollment at affiliated centers, 
where applicable, in Cambridge, Duluth, and Cloquet. 

Source: Higher Education Coordinating Board (May 1993). 
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Table A.4: Technical College 
Headcount Enrollment, Fall 
1992 

Albert LealMankato 
Alexandria 
Anoka 
Austin 
Bemidji 
Brainerd/Staples 
Canby 
Dakota County 
Detroit Lakes 
Duluth 
East Grand Forks 
Eveleth 
Faribault 
Granite Falls 
Hennepin North/South 
Hibbing 
HutchinsonlWillmar 
Jackson 
Minneapolis 
Moorhead 
Northeast Metro 
Pine City 
Pipestone 
Red WinglWinona 
Rochester 
St. Cloud 
St. Paul 
Thief River Falls 
Wadena 

5,081 
1,977 
7,387 

682 
1,058 
2,212 
1,337 
2,506 
1,313 
2,064 

804 
461 

1,273 
1,392 
7,501 
1,280 
4,800 

673 
3,401 
2,107 
2,645 

772 
803 

2,819 
1,281 
2,151 
5,023 
1,589 
1,155 

Note: Figures include enrollment at both locations, where 
applicable. 

Source: Higher Education Coordinating Board (May 1993). 
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Table A.S: Private Four-Year 
College Headcount 
Enrollment, Fall 1992 

Augsburg8 
Bethela 

Cardinal Strich 
Carletona 

College of Associated Arts 
College of St. Benedicta 
College of st. Catherinea 

College of st. Scholasticaa 

Concordia-Moorheada 

Concordia-St. Pau~ 
Crown 
Dr. Martin Luther 
Gustaws Adolphusa 

Hamline Universitya 
MacalesterB 
Minneapolis College of Art and 

Designa 

Minnesota Bible 
NAES (Native American 

Educational Systems) 
National College-St. PauVMinneapolis 
North Central Bible 
Northwestern 
Oak Hills Bible 
Pillsbury Baptist 
St. John's UniversityB 
St. Mary's of Minnesotaa 

st. OlaF 
University of St. Thomasa 

2838 
1,963 

NA 
1,839 

166 
1,788 
3,652 
1,988 
2,942 
1,264 

501 
568 

2,292 
2,455 
1,838 

585 
120 

17 
NA 

1,042 
1,240 

144 
342 

1,900 
6,253 
3,019 

10,423 

Note: Figures include enrollment at multiple locations, 
where applicable. Usting includes schools whose 
students could be eligible for state grants, except for one 
first professional school. Wlere figures are missing, 
schools did not provide enrollment data. 

Source: Higher Education Coordinating Board (May 1993). 

aM ember ofthe Minnesota Private College Council. 
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Table A.6: Private Vocational Schools Partial Headcount Enrollment, Fall 
1992 

Academy Education Center NA Minnesota School of Barbering NA 
Academy of Accountancy, Inc. 108 Minnesota Cosmetology Education 
American Indian Opportunity Center, Inc. 22 

Industrialization Center 98 Minnesota School of Business 649 
Avante School of Cosmetology NA Model College of Hair Design 96 
Becker Driver Training Facility 4 Moler Barber School of Hairstyling 18 
Bemidji Beauty Academy 32 Music Tech 293 
Cole's Cosmetology Center NA NEC-Brown Institute 1,306 
Concorde Career Institute, Inc. 127 NEI College of Technology 395 
Cosmetology Careers UnLTD NA Northwest Technical Institute, Inc. NA 
Cosmetology Training Centers 203 Oliver Thein School of Beauty 28 
Duluth Business University, Inc. 247 Ramsey County Opportunity 
Dunwoody Institute 975 Industrialization Center 51 
Globe College of Business, Inc. 437 Rasmussen Business Colleges 1,090 
Hairdressers Educational Center NA Regency Beauty Academies 53 
Hastings Beauty School, Inc. NA Rita's Moorhead Beauty School NA 
Hazelden Chemical Dependency Ritter st. Paul Beauty College NA 

Training Institute 27 St. Cloud Business College 441 
Horst Education Center 296 School of Communication Arts 99 
Lakeland Medical-Dental Academy 284 Scot Lewis Schools of Hair Design 155 
Lowthian College 138 Stewart School of Hairstyling NA 
McConnell School, Inc. 202 Twin Cities Opportunity 
Medical Institute of Minnesota 664 Industrialization Center NA 
Minneapolis Drafting School 217 Twin City School of Pet Grooming 3 
Minneapolis Business College NA 

Note: Figures include enrollment at multiple locations, where applicable. Listing includes schools eligible for the state grant program, 
except for hospital-related training schools. \/\/here figures are missing, schools did not provide enrollment data. 

Source: Higher Education Coordinating Board (May 1993). 





University of Minnesota 
Undergraduate Resident Tuition 
and Fees, 1971-93 
APPENDIXB 

Table B.1: Undergraduate Resident Tuition and Required Fees at the 
University of Minnesota in Current Dollars, 1971-93 

Twin Cities Camgus 
College of Consumer 

Fiscal College of Institute of Natural Duluth Morris Crookston Price 
Year Liberal Arts Technolog)l Resources Camgusa Camgus Camgus IndeX'> 

1971 522 546 522 489 513 489 39.7 
1972 600 621 609 588 588 489 41.2 
1973 641 668 656 606 633 489 42.8 
1974 683 752 719 648 675 555 46.6 
1975 714 807 762 679 696 585 51.8 
1976 772 874 826 748 768 660 55.5 
1977 818 920 872 783 807 695 58.7 
1978 927 1,044 990 893 927 794 62.6 
1979 991 1,132 1,069 950 978 851 68.5 
1980 1,060 1,219 1,150 1,082 1,065 908 77.6 
1981 1,132 1,300 1,243 1,147 1,122 985 86.6 
1982 1,264 1,465 1,402 1,285 1,248 1,160 94.1 
1983 1,521 1,622 1,632 1,503 1,506 1,308 98.2 
1984 1,672 1,806 1,888 1,677 1,694 1,555 101.8 
1985 1,833 2,001 2,112 1,804 1,869 1,699 105.8 
1986 1,943 2,120 2,235 1,919 1,961 1,793 108.8 
1987 2,020 2,211 2,376 2,039 2,052 1,861 111.2 
1988 2,106 2,304 2,524 2,161 2,142 1,944 115.8 
1989 2,208 2,430 2,694 2,298 2,243 2,042 121.2 
1990 2,379 2,635 2,772 2,445 2,418 2,265 127.0 
1991 2,630 2,861 2,918 2,601 2,582 2,436 133.9 
1992 2,864 3,056 3,116 2,851 2,882 2,671 138.2 
1993 3,200 3,368 3,368 3,128 3,351 2,678 142.5 

1971-81 
% Change 116.9% 138.1% 138.1% 134.6% 118.7% 101.4% 118.1% 
Annual Rate 8.0 9.1 9.1 8.9 8.1 7.3 8.1 
of Change 

1981-93 
% Change 182.7 159.1 171.0 172.7 198.7 171.9 64.5 
Annual Rate 9.0 8.3 8.7 8.7 9.5 8.7 4.2 
of Change 

1971-93 
% Change 513.0 516.8 545.2 539.7 553.2 447.6 258.9 
Annual Rate 8.6 8.6 8.8 8.8 8.9 8.0 6.0 
of Change 

Source: University of Minnesota and the U.S. Department of Commerce. 

aColiege of Liberal Arts only. Tuition rates for other colleges display very similar trends. 

bMonthly values of the CPI-U were used to calculate fiscal year averages of the consumer price index. 
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Table B.2: Undergraduate Resident Tuition and Required Fees at the 
University of Minnesota in Constant 1993 Dollars, 1971-93 

Twin Cities Camgus 

College of 
Fiscal Year College of Institute of Natural Duluth Morris Crookston 
Year Liberal Arts Technology Resources Camgusa Camgus Camgus 

1971 $1,874 $1,960 $1,874 $1,755 $1,841 $1,755 
1972 2,075 2,148 2,106 2,034 2,034 1,691 
1973 2,134 2,224 2,184 2,018 2,108 1,628 
1974 2,089 2,300 2,199 1,982 2,064 1,697 
1975 1,964 2,220 2,096 1,868 1,915 1,609 
1976 1,982 2,244 2,121 1,921 1,972 1,695 
1977 1,986 2,233 2,117 1,901 1,959 1,687 
1978 2,110 2,377 2,254 2,033 2,110 1,807 
1979 2,062 2,355 2,224 1,976 2,035 1,770 
1980 1,947 2,238 2,112 1,987 1,956 1,667 
1981 1,863 2,139 2,045 1,887 1,846 1,621 
1982 1,914 2,219 2,123 1,946 1,890 1,757 
1983 2,207 2,354 2,368 2,181 2,185 1,898 
1984 2,340 2,528 2,643 2,347 2,371 2,177 
1985 2,469 2,695 2,845 2,430 2,517 2,288 
1986 2,545 2,777 2,927 2,513 2,568 2,348 
1987 2,589 2,833 3,045 2,613 2,630 2,385 
1988 2,592 2,835 3,106 2,659 2,636 2,392 
1989 2,596 2,857 3,167 2,702 2,637 2,401 
1990 2,669 2,957 3,110 2,743 2,713 2,541 
1991 2,799 3,045 3,105 2,768 2,748 2,592 
1992 2,953 3,151 3,213 2,940 2,972 2,754 
1993 3,200 3,368 3,368 3,128 3,351 2,678 

1971-81 
"% Change -0.6% 9.1% 9.2% 7.5% 0.3% -7.7% 
Annual Rate -0.1 0.9 0.9 0.7 0.0 -0.8 

of Change 

1981-93 
% Change 71.8 57.4 64.7 65.7 81.5 65.2 
Annual Rate 4.6 3.9 4.2 4.3 5.1 4.3 

of Change 

1971-93 
% Change 70.8 71.9 79.8 78.2 82.0 52.6 
Annual Rate 2.5 2.5 2.7 2.7 2.8 1.9 

of Change 

Source: University of Minnesota and the UnHed States Department of Commerce. 

aColiege of Liberal Arts only. TuHion rates for other colleges on the Duluth campus display very similar trends. 



Detail on State Grants and 
Recipients Overall and by 
System, 1992-93 Academic Year 
APPENDIXC 

Table C.1: State Grants in Relation to Total Income, 1992-93 Academic Year 
State Grant Combined 
B!;lcil2i!;lOis Siat!il !:2ami AmQu!]i Stat!il smd E!i!1I !:2!lmt AmQY!]t 

Dollars Median Average Dollars Median Average 
NYmber E!i!rc!;lnt (millio!]s) P!;lrc!i!!]t ~ D2I1.a.rs. (milliQ!]s) E!i!rceot ~ ~ 

DEPENDENT STUDENTS 
$5,000 or less 1,696 4% $2.0 3% $783 $1,152 $5.4 6% $3,012 $3,210 

5,001 -10,000 2,481 6 2.7 4 732 1,074 7.7 8 2,933 3,101 
10,001 -15,000 3,284 8 4.8 8 967 1,456 10.4 11 3,003 3,171 
15,001 - 20,000 4,375 11 7.5 12 1,268 1,712 13.5 14 2,924 3,086 
20,001 - 25,000 4,773 12 8.8 14 1,437 1,843 13.9 14 2,849 2,920 
25,001 - 30,000 4,922 13 9.0 14 1,473 1,838 12.8 13 2,438 2,609 
30,001 - 35,000 4,703 12 8.3 13 1,405 1,768 10.9 11 2,138 2,325 
35,001 - 40,000 4,209 11 7.0 11 1,309 1,671 8.5 9 1,826 2,025 
40,001 - 45,000 3,316 9 5.1 8 1,206 1,543 5.9 6 1,537 1,793 
45,001 - 50,000 2,254 6 3.5 6 1,190 1,572 4.0 4 1,435 1,758 
OVer $50,000 ~ -.J. ~ J ...ll22. ..1ACM ..A..1 --A .1.2§ ...1Aru. 

Total 38,793 100% $62.6 100% $1,218 $1,615 $97.3 100% $2,504 $2,509 

·INDEPENDENT STUDENTS 
$2,500 or less 1,434 6% $1.1 5% $363 $766 $4.0 7% $2,642 $2,784 
2,501 - 5,000 1,976 9 1.7 8 368 854 5.8 10 2,694 2,914 
5,001 - 7,500 4,470 19 2.8 14 304 637 12.0 21 2,612 2,674 

7,501 -10,000 2,407 10 1.7 8 336 693 6.5 12 2,639 2,689 
10,001 -12,500 1,895 8 1.5 7 393 789 5.0 9 2,615 2,621 
12,501 -15,000 1,684 7 1.5 7 503 903 4.3 8 2,613 2,541 
15,001 -17,500 1,526 7 1.5 7 557 959 3.7 7 2,488 2,435 
17,501 - 20,000 1,267 6 1.3 6 641 1,037 3.0 5 2,369 2,332 
20,001 - 22,500 1,187 5 1.3 6 712 1,088 2.7 5 2,255 2,289 

22,501 - 25,000 1,004 4 1.1 5 739 1,106 2.2 4 2,140 2,163 
25,001 - 27,500 921 4 0.9 4 722 1,020 1.8 3 1,773 1,911 
27,501 - 30,000 773 3 0.8 4 802 1,043 1.4 2 1,614 1,813 
30,001 - 32,500 670 3 0.7 3 747 1,075 1.1 2 1,496 1,710 
32,501 - 35,000 518 2 0.6 3 682 1,093 0.8 1 1,335 1,638 
OVer $35,000 ~ J ---1,Q J ~ 1.2§ ...2.Q --A ~ ..ti.3a. 

Totals 23,026 100% $20.1 100% $477 $875 $56.1 100% $2,501 $2,437 

Note: State grant recipients' total income is based on adjusted gross income and untaxed income for 1991 or estimated 1992 income for dis-
located workers. For dependent students, the income is for parents. For independent students, the income is for the stUdent or spouse. 
Some figures do not total due to rounding. 
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Table C.2: Characteristics of State Grant Recipients by System of Higher 
Education, 1992-93 Academic Year 

University of State Community Technical Private Private All 
Minnesota University College College 4-Year Vocational Recigients 

DEPENDENCY STATUS 
Dependent 84% 77% 55% 42% 75% 40% 63% 
Independent 16 23 45 59 25 60 37 

SEX 
Male 46 39 35 46 39 31 40 
Female 54 61 65 54 61 69 60 

AGE 
19 and Under 14 12 13 10 13 9 12 
20-23 73 69 49 42 66 45 57 
24 and Older 13 19 38 49 20 46 31 

ETHNICITY 
White 83 95 . 91 89 92 86 90 
Nonwhite 17 5 9 9 8 14 9 

ENROLLMENT STATUS 
Full-time (at least 75%) 82 96 80 87 97 89 90 
Part-time Qess than 75%) 18 4 20 13 3 11 10 

MARITAL STATUS 
Unmarried 89 86 81 74 89 80 83 
Married 11 14 19 26 11 20 17 

HOUSING 
On campus 10 15 3 1 32 1 11 
Off campus 70 74 58 71 49 58 64 
With parents or 

relatives 15 7 29 16 7 22 15 
Unknown 5 4 10 13 13 19 10 

RECEIVING AFDC 
BENEFITS 

Yes 7 8 18 24 5 18 13 
No 93 92 82 76 95 82 87 
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Table C.3: State Grants in Relation to Total Income, University of 
Minnesota System, 1992-93 Academic Year 

state Grant Combined 
B~QiRi~cm Smi~ ~[5mi A!DQ!.!Di Sta~ smd E~II ~ract AIDQ!.mt 

Median Average Median Average 
Number ~ QQ.IJ.am EerQect QQ.IJ.am QQ.IJ.am QQJlm Eemect QQJlm .QQIIm 

DEPENDENT STUDENTS 
$5,000 or less 343 6% $355,215 4% $1,039 $1,036 $1,069,190 7% $3,332 $3,117 
5,001 -10,000 410 7 427,057 5 1,050 1,042 1,288,761 9 3,396 3,143 
10,001 -1.5,000 505 8 695,234 8 1,210 1,377 1,563,134 11 3,358 3,095 
15,001 - 20,000 646 10 1,038,198 12 1,437 1,607 1,977,436 14 3,357 3,061 
20,001 - 25,000 734 12 1,279,922 15 1,641 1,744 2,080,893 15 3,120 2,835 
25,001 - 30,000 800 13 1,328,770 16 1,586 1,661 1,941,741 14 2,541 2,427 
30,001 - 35,000 762 12 1,173,600 14 1,490 1,540 1,599,171 11 2,174 2,099 
35,001 - 40,000 691 11 914,427 11 1,277 1,323 1,165,973 8 1,729 1,687 
40,001 - 45,000 563 9 638,752 7 1,093 1,135 794,769 6 1,333 1,412 
45,001 - 50,000 384 6 395,785 5 1,015 1,031 473,468 3 1,197 1,233 
OVer $50,000 ~O J 305596 --A --2.5.1. ~ 346,23j --2 ~ ~ 

Total 6,228 100% $8,552,558 100% $1,287 $1,373 $14,302,766 100% $2,487 $2,297 

INDEPENDENT STUDENTS 
$2,500 or less 99 9% $57,973 6% $530 $586 $263,581 10% $2,790 $2,662 
2,501 - 5,000 105 9 65,427 7 641 623 286,427 10 2,997 2,728 
5,001 - 7,500 202 18 131,102 13 636 649 571,102 21 3,006 2,827 
7,501 -10,000 113 10 71,344 7 606 631 300,144 11 2,835 2,656 
10,001 -12,500 92 8 70,357 7 742 765 244,199 9 2,887 2,654 
12,501 -15,000 80 7 88,409 9 929 1,105 213,330 8 2,952 2,667 
15,001 -17,500 72 6 92,982 9 980 1,291 191,936 7 2,888 2,666 
17,501 - 20,000 57 5 69,975 7 1,020 1,228 137,525 5 2,558 2,413 
20,001 - 22,500 63 5 85,540 9 1,257 1,358 148,998 5 2,480 2,365 
22,501 - 25,000 62 5 69,842 7 877 1,126 116,600 4 2,068 1,881 
25,001 - 27,500 41 4 44,353 5 976 1,082 73,495 3 1,917 1,793 
27,501 - 30,000 48 4 45,615 5 849 950 76,223 3 1,529 1,588 
30,001 - 32,500 34 3 32,282 3 946 949 45,070 2 1,244 1,326 
32,501 - 35,000 27 2 21,940 2 680 813 36,165 1 1,507 1,339 
OVer $35,000 ~ J 32 H~Z ~ ....aao ~ ~2~ZO --2 --.5Z.6 ----IaQ 

Total 1,149 100% $979,328 100% $726 $852 $2,747,266 100% $2,664 $2,391 

Note: State grant recipients'total income is based on adjusted gross income and untaxed income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Table C.4: State Grants in Relation to Total Income, State University 
System, 1992-93 Academic Year 

State Grant Combined 
Be~il2ienm State ~r:ant AmQunt Stam and Eel! ~r:ant AmQunt 

Median Average Median Average 
Number Eercent .QQll.ars Eercent .QQll.ars .QQll.ars .QQll.ars Eercent .QQllm .QQllm 

DEPENDENT STUDENTS 
$5,000 or less 375 4% $275,516 3% $818 $735 $1,081,795 6% $3,146 $2,885 
5,001 -10,000 522 6 383,917 4 799 735 1,495,217 8 3,076 2,864 
10,001 -15,000 809 9 858,781 8 868 1,062 2,334,894 12 3,218 2,886 
15,001 - 20,000 1,119 12 1,421,944 14 1,068 1,271 3,060,827 16 3,004 2,735 
20,001 - 25,000 1,164 13 1,605,514 15 1,253 1,379 2,989,331 15 2,789 2,568 
25,001 - 30,000 1,297 14 1,792,155 17 1,298 1,382 2,813,234 14 2,236 2,169 
30,001 - 35,000 1,184 13 1,466,329 14 1,142 1,238 2,174,512 11 1,920 1,837 
35,001 - 40,000 1,061 11 1,165,029 11 1,000 1,098 1,617,367 8 1,498 1,524 
40,001 - 45,000 844 9 816,576 8 903 968 1,056,564 5 1,247 1,252 
45,001 - 50,000 478 5 405,539 4 785 848 524,897 3 1,023 1,098 
Over $50,000 ~ ~ 2Z355Q ~ .M.1 ~ 36325Q --2 ~ ~ 

Total 9,272 100%$10,464,850 100% $968 $1,129 $19,511,888 100% $2,274 $2,104 

INDEPENDENT STUDENTS 
$2,500 or less 132 5% $51,814 3% $332 $393 $321,314 5% $2,573 $2,434 
2,501 - 5,000 177 6 70,359 4 386 398 434,709 7 2,628 2,456 
5,001 - 7,500 397 14 154,936 9 350 390 998,886 16 2,663 2,516 
7,501 -10,000 320 12 125,722 7 367 393 789,930 13 2,619 2,469 
10,001 -12,500 237 9 108,947 6 418 460 590,930 10 2,640 2,493 
12,501 -15,000 232 8 161,218 9 524 695 563,639 9 2,591 2,429 
15,001 -17,500 235 9 212,094 12 662 903 556,423 9 2,507 2,368 
17,501 - 20,000 198 7 192,838 11 723 974 452,638 7 2,445 2,286 
20,001 - 22,500 163 6 150,956 9 815 926 344,973 6 2,284 2,116 
22,501 - 25,000 153 6 124,323 7 684 813 302,040 5 2,005 1,974 
25,001 - 27,500 125 5 106,947 6 762 856 224,705 4 1,761 1,798 
27,501 - 30,000 108 4 87,280 5 787 808 171,455 3 1,511 1,588 
30,001 - 32,500 91 3 67,725 4 648 744 128,825 2 1,378 1,416 
32,501 - 35,000 63 2 38,195 2 468 606 87,245 1 1,383 1,385 
Over $35,000 ---12Q ~ ZQ,638 ---A -A22 -..5Q1 13966Z --2 -.1.OZ2 J..1Q.6. 

Total 2,757 100% $1,723,992 100% $480 $625 $6,107,380 100% $2,434 $2,215 

Note: State grant recipients' total income is based on adjusted gross income and untaxed income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Table C.S: State Grants in Relation to Total Income, Community College 
System, 1992-93 Academic Year 

State Grant Combined 
B!;lQipi!;ln~ Stam ~rant AmQunt State and ~!;lll ~rant AIDQunt 

Median Average Median Average 
NUmb!;lr P!;lrQ!;lnt QQJIm P!;lrQ!;lnt QQJIm QQJIm QQJIm ~!;lrc!;lnt QQJIm QQJIm 

DEPENDENT STUDENTS 
$5,000 or less 286 5% $110,405 3% $343 $386 $682,863 7% $2,615 $2,388 
5,001 -10,000 494 9 205,218 5 338 415 1,143,964 11 2,562 2,316 
10,001 -15,000 562 10 407,233 9 517 725 1,341,346 13 2,612 2,387 
15,001 - 20,000 757 13 700,052 16 747 925 1,669,527 17 2,464 2,205 
20,001 - 25,000 816 15 770,567 17 813 944 1,596,242 16 2,050 1,956 
25,001 - 30,000 770 14 703,957 16 780 914 1,305,861 13 1,697 1,696 
30,001 - 35,000 704 13 619,672 14 732 880 1,020,768 10 1,445 1,450 
35,001 - 40,000 577 10 475,433 11 731 824 705,746 7 1,167 1,223 
40,001 - 45,000 358 6 245,827 6 548 687 363,369 4 945 1,015 
45,001 - 50,000 184 3 117,516 3 546 639 165,354 2 873 899 
OVer $50,000 --1.1Q ~ 55384 -1 ..Ail .-.5.Oa 82872 ~ ~ ~ 

Total 5,618 100% $4,411,264 100% $618 $785 $10,077,910 100% $1,856 $1,794 

INDEPENDENT STUDENTS 
$2,500 or less 232 5% $45,562 3% $144 $196 $498,620 6% $2,455 $2,149 
2,501 - 5,000 305 7 56,740 4 139 186 668,157 8 2,486 2,191 
5,001 - 7,500 878 19 146,326 9 121 167 1,853,726 22 2,443 2,111 
7,501 - 10,000 488 11 97,345 6 157 199 1,034,708 12 2,443 2,120 
10,001 -12,500 346 8 80,069 5 172 231 729,415 9 2,448 2,108 
12,501 -15,000 341 8 133,532 9 278 392 680,199 8 2,215 1,995 
15,001 -17,500 355 8 159,862 10 300 450 652,725 8 1,979 1,839 
17,501 - 20,000 302 7 167,948 11 373 556 554,344 7 1,910 1,836 
20,001 - 22,500 262 6 128,018 8 348 489 419,493 5 1,604 1,601 
22,501 - 25,000 212 5 129,791 8 490 612 330,874 4 1,600 1,561 
25,001 - 27,500 215 5 120,912 8 467 562 284,583 3 1,268 1,324 
27,501 - 30,000 150 3 85,268 6 507 568 203,581 2 1,300 1,357 
30,001 - 32,500 137 3 65,912 4 375 481 145,404 2 974 1,061 
32,501 - 35,000 102 2 42,931 3 356 421 105,856 1 891 1,038 
Over $35,000 ---1.96 -4 BB1QB --2 3ll ~ j566B1 --2 J9Q ~ 

Total 4,521 100% $1,548,924 100% $216 $343 $8,318,370 100% $2,037 $1,840 

Note: State grant recipients' total income is based on adjusted gross income and untaxed Income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Table C.6: State Grants in Relation to Total Income, Technical College 
System, 1992-93 Academic Year 

State Grant Combined 
B~!;<iRi~nm Stam ~rant AmQunt stam ami E~II ~rant AmQunt 

Median Average Median Average 
Number Eer!;<ent 0Qllm Eement 0Qllm 0Qllm 0Qllm Eercent 0Qllm 0Q1I.ar& 

DEPENDENT STUDENTS 
$5,000 or less 314 6% $153,086 3% $502 $488 $790,507 7% $2,830 $2,518 
5,001 -10,000 493 9 256,110 5 497 519 1,268,443 12 2,828 2,573 
10,001 -15,000 616 11 470,599 10 566 764 1,526,820 14 2,743 2,479 
15,001 - 20,000 775 14 773,911 16 769 999 1,850,903 17 2,715 2,388 
20,001 - 25,000 803 15 889,038 18 964 1,107 1,750,142 16 2,335 2,180 
25,001 - 30,000 744 14 808,522 17 960 1,087 1,424,543 13 2,020 1,915 
30,001 - 35,000 710 13 718,337 15 ... 905 1,012 1,114,108 10 1,640 1,569 
35,001 - 40,000 519 9 463,504 9: 779 893 633,787 6 1,181 1,221 
40,001 - 45,000 299 5 218,903 4 611 732 306,332 3 949 1,025 
45,001 - 50,000 133 2 100,805 2 718 758 137,388 1 955 1,033 
Over $50,000 ---22 -1 3:1,:168 ~ -AQ2 ~ ~Q86Q ~ ---.529 ~ 

Total 5,468 100% $4,883,983 100% $724 $893 $10,843,833 100% $2,146 $1,983 

INDEPENDENT STUDENTS 
$2,500 or less 431 6% $106,675 3% $215 $248 $989,108 6% $2,571 $2,295 
2,501 - 5,000 578 8 129,608 4 205 224 1,329,700 8 2,565 2,301 
5,001 - 7,500 1,682 22 370,027 12 202 220 3,847,877 24 2,537 2,288 
7,501 -10,000 853 11 213,368 7 230 250 2,002,006 12 2,597 2,347 
10,001 -12,500 661 9 202,031 6 258 306 1,542,802 10 2,583 2,334 
12,501 -15,000 591 8 281,130 9 350 476 1,351,134 8 2,589 2,286 
15,001 -17,500 519 7 303,205 10 430 584 1,142,109 7 2,502 2,201 
17,501 - 20,000 412 5 287,362 9 499 697 858,920 5 2,307 2,085 
20,001 - 22,500 391 5 271,066 8 577 693 785,079 5 2,178 2,008 
22,501 - 25,000 332 4 232,818 7 583 701 630,539 4 2,046 1,899 
25,001 - 27,500 326 4 217,319 7 583 667 543,773 3 1,697 1,668 
27,501 - 30,000 264 3 172,997 5 591 655 399,405 2 1,460 1,513 
30,001 - 32,500 218 3 148,489 5 651 681 310,010 2 1,331 1,422 
32,501 - 35,000 150 2 90,563 3 575 604 171,826 1 1,076 1,146 
Over $35,000 ~ ~ :l6~ 366 J ~ ....56.e. 281,366 -2 ~ ~ 

Total 7,697 100% $3,191,024 100% $303 $415 $16,191,653 100% $2,436 $2,104 

Note: State grant recipients' total income Is based on adjusted gross Income and untaxed income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Table C.7: State Grants in Relation to Total Income, Private Four-Year 
College System, 1992-93 Academic Year 

state Grant Combined 
BeQipieD~ Stam ~rnDt Almnmt Stam ami ~ell ~rnDt AmQ!.mt 

Median Average Median Average 
NYmber ~ercent QQllm PemeDt J:lQIlam J:lQIlam QQllm Pement QQllm QQllm 

DEPENDENT STUDENTS 
$5,000 or less 276 3% $890,634 3% $3,448 $3,227 $1,450,447 4% $5,459 $5,255 
5,001 -10,000 353 4 1,088,341 4 3,448 3,083 1,802,345 5 5,444 5,106 
10,001 -15,000 542 6 1,847,570 6 3,498 3,409 2,787,516 8 5,459 5,143 
15,001 - 20,000 776 8 2,897,559 10 3,703 3,734 3,951,894 11 5,411 5,093 
20,001 - 25,000 929 10 3,568,471 12 3,904 3,841 4,552,002 13 5,263 4,900 
25,001 - 30,000 990 10 3,740,317 13 3,898 3,778 4,483,765 12 4,789 4,529 
30,001 - 35,000 1,059 11 3,778,946 13 3,747 3,568 4,345,079 12 4,332 4,103 
35,001 - 40,000 1,080 11 3,514,258 12 3,481 3,254 3,833,556 11 3,699 3,550 
40,001 - 45,000 1,032 11 2,871,506 10 2,938 2,782 3,066,162 9 3,016 2,971 
45,001 - 50,000 951 10 2,367,295 8 2,647 2,489 2,486,187 7 2,686 2,614 
OVer $50,000 u.u -1Z 3093023 ~ ....1.ru ....1JM9. 3155008 J -.1..I32 J.BM 

Total 9,661 100%$29,657,920 100% $3,448 $3,070 $35,913,962 100% $3,970 $3,717 

INDEPENDENT STUDENTS 
$2,500 or less 235 7% $553,739 7% $2,409 $2,356 $1,043,914 8% $4,699 $4,442 
2,501 - 5,000 345 11 909,883 11 3,252 2,637 1,660,196 13 5,248 4,812 
5,001 - 7,500 510 16 1,193,834 15 2,299 2,341 2,273,917 18 4,671 4,459 
7,501 -10,000 324 10 795,720 10 2,502 2,456 1,386,262 11 4,400 4,279 
10,001 -12,500 273 8 696,410 9 2,449 2,551 1,026,248 8 3,919 3,759 
12,501 -15,000 190 6 490,047 6 2,557 2,579 697,066 6 3,600 3,669 
15,001 -17,500 155 5 394,230 5 2,328 2,543 597,828 5 3,849 3,857 
17,501 - 20,000 130 4 319,446 4 2,172 2,457 482,542 4 3,806 3,712 
20,001 - 22,500 140 4 367,215 5 2,288 2,623 543,930 4 3,847 3,885 
22,501 - 25,000 108 3 297,994 4 2,417 2,759 416,911 3 3,765 3,860 
25,001 - 27,500 90 3 251,220 3 2,460 2,791 334,933 3 3,377 3,721 
27,501 - 30,000 99 3 259,447 3 2,422 2,621 330,395 3 3,005 3,337 
30,001 - 32,500 95 3 251,508 3 2,339 2,647 314,487 3 3,082 3,310 
32,501 - 35,000 94 3 253,766 3 2,287 2,700 301,704 2 2,860 3,210 
OVer $35,000 ~ -13 99Q 325 -12 ~ -230.8 :l 06~,592 J --2.13Z -2AS2 

Total 3,217 100% $8,024,784 100% $2,399 $2,494 $12,474,922 100% $4,002 $3,878 

Note: State grant recipients' total income is based on adjusted gross income and untaxed income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Table C.B: State Grants in Relation to Total Income, Private Vocational 
School System, 1992-93 Academic Year 

State Grant Combined 
B~~ipi~nts Stam Grant AlDQunt Stam and E~II Grant AmQunt 

Median Average Median Average 
Number Eercent .Q.QII.ar.s Eercent QQllam QQllam QQllam Eercent QQ1Im QQllam 

DEPENDENT STUDENTS 
$5,000 or less 95 4% $155,782 4% $1,710 $1,640 $345,923 6% $3,760 $3,641 
5,001 - 10,000 201 8 285,951 7 1,370 1,423 664,660 11 3,255 3,307 
10,001 -15,000 245 10 491,504 11 1,922 2,006 841,857 14 3,605 3,436 
15,001 - 20,000 291 12 632,202 15 2,093 2,173 948,290 15 3,305 3,259 
20,001 - 25,000 309 13 640,058 15 2,010 2,071 906,033 15 3,006 2,932 
25,001 - 30,000 304 13 622,716 14 1,921 2,048 813,008 13 2,698 2,674 
30,001 - 35,000 264 11 497,479 12 1,887 1,884 606,204 10 2,243 2,296 
35,001 - 40,000 259 11 443,374 10 1,600 1,712 501,453 8 1,803 1,936 
40,001 - 45,000 200 8 274,318 6 1,196 1,372 302,001 5 1,369 1,510 
45,001 - 50,000 112 5 138,532 3 1,093 1,237 154,540 2 1,226 1,380 
Over $50,000 --11Q -..5 116978 ---.a ----B2Q ~ 124828 -2 ~ ~ 

Total 2,390 100% $4,298,894 100% $1,655 $1,799 $6,208,797 100% $2,584 $2,598 

INDEPENDENT STUDENTS 
$2,500 or less 298 8% $272,051 6% $759 $913 $852,634 9% $2,845 $2,861 
2,501 - 5,000 456 13 445,175 10 842 976 1,350,584 14 2,924 2,962 
5,001 - 7,500 789 22 834,413 19 865 1,058 2,372,980 24 2,977 3,008 
7,501 -10,000 304 8 358,809 8 1,048 1,180 944,466 9 3,190 3,107 
10,001 -12,500 273 8 324,251 7 1,098 1,188 805,204 8 3,028 2,949 
12,501 -15,000 241 7 353,624 8 1,286 1,467 745,174 7 3,095 3,092 
15,001 -17,500 178 5 280,352 6 1,486 1,575 540,494 5 3,001 3,036 
17,501 - 20,000 161 4 264,521 6 1,457 1,643 447,263 4 2,826 2,778 
20,001 - 22,500 165 5 279,184 6 1,493 1,692 465,484 5 2,784 2,821 
22,501 - 25,000 131 4 243,303 5 1,600 1,857 356,911 4 2,749 2,725 
25,001 - 27,500 117 3 185,935 4 1,480 1,589 282,585 3 2,406 2,415 
27,501 - 30,000 103 3 152,768 3 1,191 1,483 218,122 2 1,904 2,118 
30,001 - 32,500 91 3 146,647 3 1,502 1,612 192,447 2 2,090 2,115 
32,501 - 35,000 81 2 118,130 3 1,193 1,458 144,080 1 1,616 1,779 
Over $35,000 ~ -..5 250689 ~ ~ -i292 284131 ---.a .iW ~ 

Total 3,582 100% $4,509,852 100% $1,066 $1,259 $10,002,557 100% $2,814 $2,792 

Note: State grant recipients' total income is based on adjusted gross Income and untaxed income for 1991 or estimated 1992 income for 
dislocated workers. For dependent students, the income is for parents. For independent students, the income is for the student or 
spouse. Some figures do not total due to rounding. 
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Roger Brooks 

BEMIDJI. MANKATO. METROPOUTAN • MOORHEAD· Sf. CLOUD 
SOUTHWEST. WINONA. AKITA CAMPUS, JAPAN 

February 11, 1994 

Deputy Legislative Auditor 
Office of the Legislative Auditor 
Centennial Building 
St. Paul, MN 55155 

Dear Mr. Brooks: 

Thank you for providing a copy of the final version of the report on 
Higher Education Tuition and State Grants so that we might prepare a formal 
reaction. We in the Minnesota State Universities were pleased to have been 
consulted during the data collection phase of your study and believe that 
this has been a very worthwhile endeavor. 

My overall impression of the report is that it gives an objective, 
balanced, and fair assessment of the current situation in Minnesota with 
regard to the operation of the State Grant Program and the reasons 
underlying recent tuition increases in public institutions. I am 
particularly pleased that the findings of the study support many of the 
assertions about the State Grant Program that I and members of ·my staff 
have made in our testimony before the Legislature. I am sure that your 
efforts will be of great help to policy makers as they deliberate ways to 
improve the functioning of the state's financial aid programs in the 
future. 

I specifically endorse your finding noted in Chapter 3 that being 
"financially needy" and therefore qualifying for a State Grant, does not 
mean that a student is from a low-income family. The fact that the same 
student could be considered needy if slhe attended a high-cost school, but 
not needy if slhe chose to attend a low-cost school is something that 
continues to trouble us. You correctly conclude that the State Grant 
program "operates on a cost-related definition of financial need" This, 
along with the definition of the Student Share, we believe is what is most 
responsible for your finding that the State Grant Program is not 
specifically targeted to serve lower-income students. My staff and I have 
been trying to communicate these aspects of the State Grant Program to the 
Legislature for several years. With your report in hand, perhaps we will 
be more successful in the upcoming session. 

555 PARK STREET, SUITE 230· ST. PAUL, MINNESOTA 55103· 612-296-2844· FAX 612-296-3214. TOO 612-297-1992 

An Equal Opportunity Educalor and Employer 
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One thing that might be missing from the narrative is an explanation of 
the relationship between changes in the Federal Methodology and the 
expanded eligibility of middle- and upper-income students for State Grants. 
We must bear in mind that the determination of need for a State Grant is 
done using the Expected Family Contribution calculated under the Federal 
Methodology. It is my understanding that the cumulative effect of a number 
of changes over the years has been to lower the average EFC at any given 
income level. For example, the elimination of home equity from the need 
analysis calculation would have lowered the EFC of an average middle- to 
upper-income family by a certain amount. The lower EFC would not have made 
the student eligible for a Pell Grant, but depending on the EFC and the 
student's cost of attendance, that change could have made the student 
eligible for a State Grant. I believe that a full understanding of this 
relationship will lead to'the realization that decisions made in Washington 
are having a direct, and possibly unintended, effect on State Grant 
expenditures in Minnesota. 

As public institutions, the State Universities are criticized for 
occasional increases in tuition. Your analysis of ,recent tuition increases 
at the State Universities lends support to our position that these 
increases are made necessary primarily by decreases in legislative 
appropriations and by inflationary forces. Failure to act responsibly by 
raising tuition in the face of declining public support would result in a 
decrease in educational quality at our universities, to the detriment of 
our students. I think it is noteworthy that, despite recent increases, our 
tuition charges are still not significantly higher than the national 
average. 

In summary, I congratulate you and your staff on what I believe is a 
fair and objective characterization of the current status of Minnesota's 
State Grant Program. T believe that this report should have a significant 
effect on the Legislature's future deliberations regarding the State Grant 
Program. 

Sincerely, 
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Minnesota 
Community Colleges 

February 14, 1994 

Roger Brooks, Deputy Legislative Auditor 
Office of the Legislative Auditor 
Centennial Building, First Floor 
St. Paul, MN 55155 

Dear Mr. Brooks: 

Office of the Chancellor 
203 Capitol Square Building 
550 Cedar Street 
St. Paul, Minnesota 55101-4798 
(612) 296-3990 

We would like to commend you and your stafffor the thoughtful and objective report on 
"Higher Education Tuition and State Grants". You have done a fine job of identifying and 
analyzing the causes of public sector tuition increases since 1978. The report contributes 
to a broader understanding of tuition and financial aid trends in higher education and 
brings clarity to the complex issues underlying those trends. 

We are disappointed, however, that private vocational institutions were excluded from 
most of the tuition analysis. Students at these institutions receive substantial amounts of 
state financial aid. Inclusion of the private vocational institutions would have resulted in a 
more complete treatment of this topic. 

We thank you for the opportunity to have input during the course of the study and to 
review the draft. The issues that we raised during the review have been addressed in the 
final report. 

Sincerely, 

~~~~ 
Geraldine A. Evans 
Chancellor 

Arrowhead Region (Duluth, Fond du Lac, Hibbing, Itasca, Mesabi, Rainy River, Vennilion) 
Clearwater Region (Brainerd, Fergus Falls, Northland) _ Anoka-Ramsey (Coon Rapids, Cambridge) 

Austin _ Inver Hills _ Lakewood _ Minneapolis _ Normandale _ North Hennepin - Rochester - Willmar _ Worthington 

Minnesota's Community Colleges Are Equal Opportunity/Affirmative Action Institutions 
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UNIVERSITY OF MINNESOTA 

February 14, 1994 

James R. Nobles 
Legislative Auditor 
Office of the Legislative Auditor 
Centennial Building 
St. Paul, Minnesota 55155-4708 

Attention Roger Brooks 

Dear Mr. Brooks: 

Office of the President 202 Morrill Hall 
100 Church Street S.E. 
Mintleapolis. MN 55455-01 10 

612-626-1616 
Fax: 612-625-3875 

We have carefully reviewed the final report on Higher Education Tuition and 
State Grants. We find the substance of the results in agreement with the 
internal investigations and analyses conducted at the University of 
Minnesota. 

Thank. you for the opportunity to respond. Please let us lmow if there are any 
questions in this matter. 

Cordially, 

Noh ~ 
Nils Hasselmo 
President 

NH:jml 
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February 15, 1994 

Mr. Roger Brooks 
Deputy Legislative Auditor 
Office of the Legislative Auditor 
658 Cedar street 
st. Paul, MN 55155 

Dear Mr. Brooks: 

Thank you for the opportunity to comment on Higher 
Education Tuition and state Grants. We think the report 
is generally sound and highlights the importance of the 
state Grant Program as a necessary and critical component 
for expanding educational'opportunity to those with the 
least ability-to-pay. We also appreciated the 
opportunity to work with your staff. 

While the report reflects a SUbstantial review of data 
from a variety of sources, we would urge readers to 
consider the following points: 

• Reasons for tuition and spending increases are 
complex and vary considerably from institution to 
institution. summarized aggregate data compiled 
from independently governed institutions provides 
limited opportunities to make conclusive judgements 
about either causes or effects. Unfortunately, 
national observations by Arthur Hauptman and others 
are often so highly summarized or aggregated that 
they provide little assistance in judging 
experiences in Minnesota. They also often lack 
solid empirical foundations from which to make 
conclusive assessments. 

The conclusion that spending increases made tuition 
increases necessary is doubtless true. However, the 
conclusion fails to answer the central question of 
the analysis: what are the main reasons for tuition 
increases? Aggregate data simply do not provide 
insights into the purposes for which expenditure or 
revenue changes were made. More importantly, we 
cannot judge either tuition or expenditure changes 
without also studying access, retention, and 
qualitative performance measures -- that is, the 
intended outcomes or objectives. Program mix, 
student composition, institutional objectives, and 
staff mix, to name only a few, independently and 
together influence changes in both spending and 
tuition. 
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Mr. Brooks 
Page Two 
February 15, 1994 

While the analysis clearly demonstrates that state grants 
reach the students for whom the program was designed, the 
comparative assessments, as well as the assessment of changes 
in funding against inflation, are provided without clear 
reference to the state Grant Program's intended objectives or 
outcomes. For an investment that has historically totalled 
less than 9 percent of the total annual state appropriation 
for higher education, the state Grant Program has expanded 
educational access and opportunities for more than 25 percent 
of all Minnesota undergraduates. We think that additional 
research is needed to measure the impact of state grants on 
the educational goals of recipients and to track changes in 
the composition of the characteristics of grant applicants. 

In spite of significant increases in state Grant Program 
funding, total costs at all higher education institutions have 
continued to rise faster than inflation for a variety of 
reasons. Compounding the issue is stagnant family income, 
particularly among those have historically had the least 
access. These conditions will require additional targeted 
investments in the state Grant Program if access to 
educational opportunities regardless of socioeconomic status 
is to remain a public policy objective in Minnesota. . 

We hope our comments, as well as those we made in a subsequent 
letter to your office, broaden the report's context and 
perspective. Thank you for the opportunity to participate in the 
research and review process. 

Sincerely, 

~~~~/ 
David B. Laird, Jr. 
President 

DBL:llz 



Campus Localions 

ALBERT LEA 

ALEXANDRIA 

ANOKA 

AUSTIN 

BEMIDJI 

BRAINERD 

BROOKLYN PARK 

CANBY 

DETROIT LAKES 

DULUTH 

EAST GRAND FORKS 

EDEN PRAIRIE 

EVELETH 

FARIBAULT 

GRANITE FALLS 

HIBBING 

HUTCHINSON 

JACKSON 

MANKATO 

MINNEAPOLIS 

MOORHEAD 

PINE CITY 
I 

PIPESTONE 

RED WING 

ROCHeSTER 

ROSEMOUNT 

ST CLOUD 

ST. PAUL 

STAPLES 

THIEF RIVER FALLS 

WADENA 

WHITE BEAR LAKE 

WILLMAR 

WINONA 

Minnesota Technical College System 
State Board of Technical Colleges 
Capitol Square Building 550 Cedar Street St. Paul, MN 55101 

James R. Nobles, Legislative Auditor 
Office of the Legislative Auditor 
centennial Building 
st. Paul, MN 55155 

Dear Mr. Nobles: 

We have reviewed your office's report on "Higher Education 
Tuition and state Grants". Your staff have presented these 
very complex issues with fairness and clarity. 

The technical college system is concerned about the 
affordability . of its education; particularly with 35% of 
adult students with household incomes below $10,000 and more 
than 33% of dependent students with household incomes less 
than $25,000. 

We support the recommendations for more complete and accurate 
data on grant recipients. We are greatly concerned, though, 
with the statement that fewer low income students are applying 
for financial aid and strongly endorse your suggestion that 
application trends be monitored for explanations of this 
decline. 

with a recognition of the scope and complexity of this study, 
we appreciate the approach you have taken to identify and 
clarify the issues. We trust that this report, along with the 
Minnesota Financial Aid Task Force report, will frame policy 
discussions in the upcoming legislative session. 

~erelY' 

~~!, 
Chancellor 

An Equal Opportunity EDUCATOR and EMPLOYER 
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Recent Program Evaluations 
Metropolitan Transit Planning,Jarmary 1988 
Farm Interest Buydown Program, Janwuy 1988 
Workers 'Compensation, Februaty 1988 
Health Plan Regulation, Februaty 1988 
Trends in Education Expenditures, March 1988 
Remodeling of University of Minnesota President s House and Office, 

March 1988 
University of Minnesota Physical Plant, August 1988 
Medicaid: Prepayment and Postpayment Review - Follow-Up, 

August 1988 
High School Education, December 1988 
High School Education: Report Summary, December 1988 
Statewide Cost of Living Difforences, Janwuy 1989 
Access to Medicaid Services, Februaty 1989 
Use of Public Assistance Programs by AFDC Recipients, Februaty 1989 
Minnesota Housing Finance Agency, March 1989 
Community Residences for Adults with Mental Illness, December 1989 
Lawful Gambling, Jarmary 1990 
Local Government Lobbying, Februaty 1990 
School District Spending, Februaty 1990 
Local Government Spending, March 1990 
Administration of Reimbursement to Community Facilities for the 

Mentally Retarded, December 1990 
Review of Investment Contract for Workers 'Compensation Assigned 

Risk Plan, April 1990 
Pollution Control Agency, Jarmary 1991 
Nursing Homes: A Financial Review, Jarmary 1991 
Teacher Compensation, Jarmary 1991 
Game and Fish Fund, March 1991 
Greater Minnesota Corporation: Organizational Structure and 

Accountability, March 1991 
State Investment Performance, April 1991 
Sentencing and Correctional Policy, June 1991 
Minnesota State High School League Update, June 1991 
University of Minnesota Physical Plant Operations: A Follow-Up 

Review, July 1991 
Truck Safety Regulation, Janwuy 1992 
State Contractingfor ProfessionaVFechnical Services, Februaty 1992 
Public Defender System, Februaty 1992 
Higher Education Administrative and Student Services Spending: 

Technical Colleges, Community Colleges, and State Universities, 
March 1992 

Regional Transit Planning, March 1992 
University of Minnesota Supercomputing Services, October 1992 
Petrofund Reimbursement for Leaking Storage Tanks, Janwuy 1993 
Airport Planning, Februaty 1993 
Higher Education Programs, Februaty 1993 
Administrative Rulemaking, March 1993 
Truck Safety Regulation, Update, June 1993 
School District Financial Reporting, Update, June 1993 
Public Defender System, Update, December 1993 
Game and Fish Fund Special Stamps and Surcharges, Update, Janwuy 1994 
Performance Budgeting, Februaty 1994 
Psychopathic Personality Commitment Law, Februaty 1994 
Higher Education Tuition and State Grants, Februaty 1994 
Motor Vehicle Deputy Registrars, forthcoming 
Minnesota Supercomputer Center, forthcoming 
Sex Offimder Treatment Programs, forthcoming 
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91-08 

91-09 
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92-04 
92-05 
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93-01 
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93-03 
93-04 
93-05 
93-06 
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94-01 
94-02 
94-03 
94-04 

Evaluation reports can be obtained free of charge from the Program Evaluation Division, 
Centennial Office Building, First Floor South, Saint Paul, Minnesota 55155, 
61212%-4708. A complete list of reports issued is available upon request. 




