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Expectations

Maintain access — serve an increasing number of
students

Improve success — increase overall attainment

Sustain quality — ensure learning and degree results
appropriate to future needs

Maintain affordability to both students and the state




The Expectation

"By 2020, America will once again have the highest
proportion of college graduates in the world”

President Barack Obama, February 24, 2009




Associate and Bachelors Degrees Needed to Become the Most Educated Country by 2020
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State Contributions to Closing the U.S. Gap of 8.2 Million

Undergraduate Credentials by 2020

Average Annual Increase In Credential Production Needed (%)
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Additional Degree-Holders Needed to Close Racial/Ethnic

, 2005-07
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The National Goal is

e Consistent with the goals specified in the 2008 HECB
Strategic Master Plan

e Essentially the same as the Washington plan (would
require production of 81,000 AA & BA degrees rather
than the target of 78,600)




Meeting Washington’s Share of the National Goal —
A 4.3% Increase Each Year
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If Washington Were To

e Continue business as usual
e Hold tuition constant

e State funding would have to increase 33.5% over the period from
now until 2020
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Alternatively, if Washington Were To

e Continue business as usual
e Hold state appropriations constant

e Tuition revenues would have to increase by
— 25% at research universities
— 32% at other 4-year universities
— 68% at community colleges




The Fiscal Realities
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Percentage Budget Increase
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FY2012

FY2013

Washington Projected Budget Gaps

-$1.156 B -6.5%

-$1.8978B -9.9%



State Tax Capacity & Effort

Indexed to U.S. Average
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A Reality Facing Higher Education

o Employment recovery lags fiscal recovery
o State tax collections lag employment recovery

e Funding for higher education lags state tax revenues
recovery




Recoveries from Financial Recessions
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Projected State and Local Budget Surplus (Gap) as

a Percent of Revenues, 2016
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The Traditional Competitors for State Funding

e K-12 Education
e Medicaid

e Corrections

e Transportation

The New Competition

Unfunded obligations to state employees for
e Retirement
o Health Benefits




How Well Are States Managing Their Pension
Obligations?

LEGEND
.I Solid Performer

Source: Pew Center on the States, 2010



How Well Are States Managing Their Non-Pension
Obligations?




Bottom Line

e States can't afford to lag in their stock of educational
(human) capital

e States can't afford to create human capital in the

amounts needed under the cost structure of business as
usual

4

The thing that has to change is
business as usual.

Productivity has to improve.




Postponing Action is Not a Solution

e The need for more graduates is not going to wait for the
state economy to turn around

e Increased state funding for higher education is unlikely to
be forthcoming in the foreseeable future




State/Local Funding plus Tuition Revenue per FTE Student

All Institutions (Public)
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(2007-08) Public Two-Year

State, Local, Tuition and Fee Revenues per FTE Student
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The Student Portion of
Higher Education Funding




Net Tuition as a Percent of Public Higher Education

aliysdweH maN
aremelaq
puejs| spoyy
uebiyaIN
opelojo)
elURA|ASUUR
ejoxeq ymnos
olyo

euRIpU|
BURIUO
aure

BMO|

BUIj0/RD YINOS
eluIbBIA
uobaip
eIUIBIA 1S9
Aasiar maN
puejAre
BJOSBUUIN
Apnmuayy
eweqely
e10eq YUON
sesuey|
BUOZLIY
spasnyoesse|y
1INOSSIN

) nomsuuod
T uIsuodsim
%E°9¢E | SN
sesueyly
sexa]
iddississiy
99ssauua |
By SeIgaN
Bwoyepo
yein
sioull
MIOA MAN
uoibulysepn
Bisey
epuoi4
BURISINOT
lremeH
'UIj0JRD YLON
oyep|
eIbi0a9
epensN
elulojifed
09IX3\| MON

%0’ €T ] BuiwoAm

weeo O

Total Educational Revenue by State, FY 2008

80%
70%
60%
50%
40%
30%
20%
10%

0%

X
=
4
c
Q
£
©
—
c
L
©
c
©
iy
c
Q
£
)
%]
>
=
©
<<
[@)]
£
=
-
Y—
(@]
4
%)
Q
O
AI
O
L
I
[e.0]
o
o
(g\]
>
el
o
3
n
=
©
©
]
_
o
©
(@]
U
-
o
=

Source: SHEEO SHEF




0%

O <
= © 0%
A b 1%
— 1%
qo] Qa 3%
—_— O 5%
QO o 5%
i 5%
a a 6%
o 8%
cC o 8%
iC s
m 10%
d m 13%
) 16%
Q & 17%
U s 19%
O o 20%
0 8 21%
I kS, 24%
d ...M 28%
0,
O
a (]
Q = 29%
Z ¥
0 33%
= O 36%
S, © 37%
hd 41%
8 — 41%
" — 43%
0O 46%
qo] 48%
d 48%
49%
m 50%
56%
r_r_” 57%
A 59%
62%
70%
74%
82%
84%
84%
86%
88%
96%
102%
108% [T _ _ _ _ |
® ® NS ® X ® X
o o o o o o o
u w 0 (o) < o

South Dakota
Georgia
Wyoming
Mississippi
Arizona
Idaho

Hawaii
Alabama
Alaska

Utah
Louisiana
Montana
North Dakota
New Hampshire
Tennessee
Kansas
Nebraska
New Mexico
Florida
Oregon
Rhode Island
Michigan
Arkansas
Missouri
Texas

lowa

South Carolina
Maine
Oklahoma
Colorado
West Virginia
Ohio

Nevada
Kentucky
Delaware
Virginia
California
Massachusetts
Maryland
Wisconsin
North Carolina
Connecticut
Illinois
Minnesota
Indiana
Pennsylvania
New York
Vermont
New Jersey
Washington

Measuring Up 2008

Source

slide 31



- 4900909090900
Net Tuition Revenue per FTE and State-Funded
Tuition Aid per FTE, FY2009 (public mstitutions only)
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Source: SHEEO SHEF State Higher Education Finance FY 2009



Productivity as an Issue




What Do We Mean By Productivity?

Simply put

Outputs Produced

Productivi =
ty Costs (Resources Utilized)




Productivity Means

e Increasing outputs

e Reducing costs

Without reducing access or quality




Productivity Does Not Mean

e Finding new revenue sources or shifting costs to
students

e Becoming more selective and reducing access in the
process

\ 4

The objective is more graduates,
not a higher graduation rate.




Is There Room for Productivity Improvement in
Washington?

The evidence suggests that the
answer Is

yes.




Degrees & Certificates awarded per FTE vs. Total Funding
per FTE (2006-2007)

Resources: Total Funding per FTE
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Public Two-Year Institutions: Undergraduate Credentials per 100 FTE
Undergraduates and Total Funding per FTE Student (2007-08)
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Approaches to Achieving Greater Productivity




Approaches to Improving Productivity

Productivity §
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Approaches to Achieving Greater Productivity

o Build cost-effective systems
e Change the academic production function
e Reduce demand each student places on the system

e Reduce leaks in the pipeline




Building Cost-Effective Systems

e Align institutional capacity with stated priorities
e Ensure collaboration among institutions

e Make more efficient use of existing resources — do
business as usual at less cost

— Pay attention to benefit costs

— Reengineer administrative and support functions

— Purchasing and contracting




Changing the Academic Production Function

e Create programs of cost-effective size (elimination in
some cases, collaboration in others)

e Reengineer curricula
e Reengineer course delivery

e Emulate business models of new types of providers
— Technology-based

— Competency-based




Reducing Demands Each Student Places on the System

e Students come to college fully prepared (no remediation)
e Accelerated learning

— Reduced course options — in both general and majors

— Cohort-based block programs
e Minimize “rework”
e Improve rates of course completion
e Reduce credit hours to degree

e Encourage use of prior learning assessment/"test out”
options

e Learning in the workplace/credit for experience




Reducing Leaks in the Pipeline

e Curricular Alignment
— K-12 to Higher Ed

— Community Colleges to 4-year
e Pay attention to student support — “case managers”

e Re-engage adults — particularly those who have tried
college and didn't complete a program

e Financial Aid incentives
e Early-warning systems
e Improved consumer information




Closing the Educational Attainment Gap in Washington for 25 to 34 Year Olds:
The Impact of Improved Performance by 2020
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The Need for Multiple Strategies to Ensure
Adequate Finances

e Government (states and federal) can't do this alone
e Tuition increases can't be expected to pay for this alone
o Institutional cost cutting/productivity increases can’t do

this alone

ALL three are needed.




The Good News

Collectively, we know how to do this
e The issue is one of will, not an absence of knowledge

e Can be done by working smarter, not harder




Sources of Additional Information

e Additional Data

e Examples of practical approaches to productivity
Improvement

— Good Policy, Good Practice II - Improving Outcomes and
Productivity in Higher Education - A Guide for Policymakers

e Interactive model that allows investigation of alternative
strategies for improving degree completion and
approaches to cost reduction



http://www.higheredinfo.org/
http://www.nchems.org/pubs/detail.php?id=135
http://www.collegeproductivity.org/
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