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INTRODUCTION

As this report is issued, the 1977 Legislature is struggling with the effects
of population decline in the elementary/secondary school systems. This is an issue
Minnesota did not face early and squarely, when there was time to prepare for it.
We could have planned more adequately, and more in advance of the actual declines.
Today, we look ahead, and can foresee the population decline carried through to the
post-secondary systems. Once again we have lead-time that gives us the opportunity
to prepare for a decline in enrollment before it becomes widespread in the 1980s.

A major alternative favored by institutions is the expansion of their offer-
ings from traditional academic and technical courses for pre-career persons to com-
munity services, and recreational, enrichment, and career-enhancing programs for
those who have already completed a post-secondary education. But such an expansion,
even if it were supported by substantial public funds (and this raises a host of
other issues), would not be sufficient to completely offset the decline in the pool
of the more traditional 18-21 year old students.

The dramatic increase in post-secondary enrollment (nearly tripled in 14
years, between 1960 and 1974) and the accompanying growth in the post-secondary
'plant' (which, in the most intense period of growth, added a new public campus
on the average of one every 13 weeks) will leave the Legislature with difficult
questions to face over the coming period of decline---~

*Should the post-secondary 'plant' be partially taken down? 1f so, how...
-..differentially by geographic location in the state?
-..differentially, between and among different kinds of institutions?
+-.a building at a time...program at a time...campus at a time?
-..on whose decisions: state government's...students'...communities'...
educational systems'?

*If the post-secondary 'plant' is to be retained at its current level, how
should the excess capacity be financed?...
- .. through higher per/pupil payments from the state?
.. .through higher user fees?
-..through rental of extra space to other agencies?

The issues raised by the approaching decline are real, and serious. Our
recommendations may well be controversial. But whatever disagreement may arise
over them, the most important point we want to stress is the urgency of coming to
grips with declining enrollment...of formulating some plan, now, before we are
faced with all the problems currently manifested in the elementary/secondary
Systems.




SUMMARY OF MAJOR IDEAS

&

Minnesota must do a better job in handling the enrollment declines in its post-

secondary institutions than it did in its elementary/secondary systems. This

will require that two key policy decisions be made, soon:

* How will the state reduce the post-secondary 'plant' to fit a smaller pool of

students age 18-21? The state responded to a growing enrollment pool by add-
ing classrooms and campuses (roughly 40 of them) over the past 15 years.

* How far should the public support the current effort by institutions to off-

set the enrollment decline in part by expanding their offerings to older, mid-
career persons?

The enrollment decline will hit especially hard in sparsely populated areas, and

among private colleges.

* Public institutions located in sparsely populated out-state regions will suffer

earlier and more severe declines than metro-area institutions. The experience
at Southwest State University is symptomatic of what will occur at other public
institutions, particularly those in the southwest, northwest and northeast cor-
ners of the state, which will all experience declines in their 18-21 year old
populations of 40-45% between 1980 and 1995.

The private institutions will be affected disproportionately because they
charge more of the real cost of providing education to users than do the public
institutions.

The actual cost of providing education is not that differemt in public and pri-
vate 4 year institutions--an average of $2,400 in the State Universities, and
$2,800 in the average private college. But the price to the consumer s sub-
stantially different--$545 in the State Universities, $2,500 for a middle-price
private college. The low price in the public institutions is made possible by
high direct state subsidy to the institutions, which is unrelated to the finan-
cial need of students. ~

Public policy with respect to pricing differentials has relatively little to do

with the enrollment declines expected on a geographic basis. But such policy is

at the heart of the likely enrollment decline in private institutions. A criti-

cal choice must therefore be made:

*

Minnesota can choose to leave the differential in price. It will then risk a
substantial reduction in opportunities for education in institutions offering
a combination of small classes and a 'teaching' faculty for those students who
desire and can benefit from them. Currently these opportunities are concen-
trated in the private colleges.

Or, Minnesota can choose to narrow the differential among institutions, and
bring prices more in line with actual cost. This will require difficult and
controversial adjustments in the ways state funds are channeled into public
and private institutions.
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The way in which institutions are now marketing their services to the much

larger pool of older, mid-career persons raises policy questions of the most
serious nature;: '

* Currently the programs offered are primarily recreational or job-rel?ted.
Prices are low: Some institutions have gone so far as to open their doors
to adults for free, on a space-available basis.

Should the state finance programs regardless of the public benefit or of
consumers' ability to pay? Or, should the state finance programs based on
some public purpose or financial need of consumers?

* Institutions which we have traditionally thought of as providing 'higher edu-
cation’' are in intense competition with the elementary/secondary institutions,
AVIls, and private for-profit sector for the mid-career market. The roles and
missions of different institutions in this area have not yet been sorted out.

We are especially distressed that these critical issues remain unreso%ved'
today, even though the Legislature created the Higher Education Coordinating
Board (HECB) in 1965 to address precisely these kinds of problems.

In our view, the HECB has failed for the following reasons:

* The institutional and regional interests built into the Board's discussions
have prevented it from coming to grips with difficult issues.

* Lack of support from the Governor's Office or the Legislature, both ?f which
rely on their own staffs, has weakened the Board's voice, even when it has
tackled tough issues.

* The budgeting process now used by the Legislature, which considers apPrOPr%'
ations on a system-by-system basis, makes it impossible to address the seri-
ous, statewide and inter-system issues.

In order for Minnesota to move rapidly toward adequate consideration of these
issues, we recommend that the Legislature:

* Shift the emphasis in financing post-secondary education from d%rect'appr?-
priations for institutions, to an arrangement in which institut%ons earn
more of the revenues they get; and in which students, and espec1a%ly thos?
in mid-career programs, pay more of the real cost of their education. ?hls
will help remove some of the problems the current Legislature ha§ when it
tries to deal with these issues, by giving legislators a better idea of
which institutions and programs are really needed, and desired, by consumers.

* Expand the state's financial aid program to assure that, even with fuller
Pricing, students will be able to attend the institutions of their choice,
regardless of income.

* Replace the HECB with an executive department headed by a commissiomer; and
retain the citizens board in an advisory capacity. This will strengthen the
policy mechanism by removing institutional and regional interests to a lobby-
ing posture, and by tying it closely with the Governor's Office.

* Require that the new commissioner present a consolidated post-secondary budget
to the Governor which includes appropriations to the four public sysFems and
the private colleges; and a policy on tuition and financial aid. This will
enhance the commissioner's authority, and will properly focus the budget on
the statewide. Intor—-cvetom fcenae
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FINDINGS

AFTER THO DECADES OF CROWTH IN ENROLLMENT, POST-SECONDARY EDUCATION IN MINNESOTA
IS NEAR A PLATEAU. ASSUMING A CONTINUATION OF THE CURRENT PARTICIPATION RATES,
WF, EXPECT ENROLLMENT IN THE TRADITIONAL 18-21 AGE GROUP TO DECLINE OVER THE NEXT
TWO DECADES, STARTING IN THE EARLY 1980s.

baai
°

A. The expected enrollment decline is related directly to the numbers of 18-21
year olds living in the state,

According to the State Demographer, the number of 18-21 year olds in Minne-
sota will decrease 29.77% between 1980 and 1995 -- from 329,000 to 231,600.

** The projected décrease in the 18-21 year old population varies by region.
Planning Region 6W (Big Stone, Swift, Chippewa, Lac Qui Parle, and Yellow
Medicine Counties), located in the west-central part of the state, is
expected to have the severest decrease -~ a 49.9% reduction of the 18-21
year old population between 1980 and 1995. Region 7E (Pine, Kanabec, Mille
Lacs, Isanti, and Chisago Counties), located in the mid-eastern part of the
state, is expected to have the least decrease -- a 14.9% reduction between
1980 and 1995. The Twin Cities Metropolitan Area (Region 11) is expected
to experience a decrease of 24.6% between 1980 and 1995. (See map, page 65,
for trends in other regions of the state.)

B. The decline is not expected to affect all institutions proportionately.

1. Public institutions in some outstate areas are expected to experience
more severe declines than those located within the metropolitan area.
The Higher Education Coordinating Board (HECB)* projects that Full Time
Equivalent (FTE) enrollment* in the metropolitan area public post-
secondary institutions--Community Colleges, Area Vocational-Technical
Institutes (AVTIS), and campuses of the University of Minnesota--will
decrease 18% between 1980 and 1995 —- from 65,015 to 53,158!. FTE
enrollment projections for outstate Community Colleges, State Univer-
sitiesz, AVTIsl, and campuses of the University of Minnesota show a
decrease of 36% between 1980 and 1995 -- from 70,252 to 44,7072.

1 Projections for AVTI enrollment have not been carried through to 1995. There-
fore, 1995 enrollment for the AVTIs was estimated by applying the percentage
decrease experienced in the other systems to the AVTI enrollment.

>

2 State Universities do not appear in projections of metropolitan area enrollment
because all of the State University campuses are outstate, with the exception
of Metropolitan State University, for which enrollment projections have not been
done.

* See Glossary



No projections have been made for enrollments in private colleges.

The colleges, which now have an FTE enrollment of about 33,000,
expect that they will experience decline also, as they depend so
heavily on the 18-21 year old enrollment. However, those with
strong religious affiliations or natiomnal reputations may fare
better than others.

Enrollment projections for the private vocational schools are not

available. The private vocational schools have students from a

variety of areas: Some are basically local institutioms, others
have more national draw. Approximately 30-40% of the students do
not. enroll directly after high school; the average age of students

at Dunwoody Institute is 23-25.

The severity of enrollment declines in all institutions will be

affected by the participation of adults in post-secondary education.

However, we really cannot predict the trends in adult participation
or the impact it will have on overall post-secondary education
enrollment over the next 20 years.
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TTINDING AND PRICING POLICY WILL DUTERMINT HOW DIFFERENT INSTITUTIONS ARE AFFECTED
BV A SMALLER OVFRATL ENROILMENT POOIL,.

State appropriations for post-secondary institution operating budgets, plus
bonding authority (see chart below) have incrcased from $95,862,335 in 1957/59
to $728,568,962 in 1975/77, or an increase of 650%, while total state oppropri-
ations for operating budsets and bonding authority (including post-secondary
education) increased from $675,473,130 in 1957/59 to $5,630,535,140 in 1975/77,
or an increase of 7347%.

It shonld be noted that the number of items funded throush state appropriations
over the last 20 years has increased: In the post-secondary systems, the state
?ook over financing of community colleges and some funding for AVTIs. Changes
in the schnol aid and municipal aid formulas, and the assumption of manv welfare
costs formerly borne by counties and municipalities have had a substantial
effect on the size of the state hadgert.

FDUCATYON APPROPRIATIONS FOR OPERATING RUDGETS AND DONDING AUTHORITY FOR NEW
CONSTPUCTION AS A PFR CENT OF ALL APPROPRIATIONS AND LONDING AUTHORITY
1057/59 ~ 1975/77}

Operating Bgdgetz Appropriationg Bonding Authority for Conatruction” -Grand Total, Operating Budget Plus
Bonding Authority
Pogt-See, Ed. z Post-Sec. Ed. 2 Post-Sec. Ed. 4
State $ State State { State State $ Stats

1957/59  § 616,351,191 § 67,603,911 11.02  § 59,121,939 § 28,258,424 47.7%  § 675,473,130 § 95,862,335 14.1%
1967/69  $1,634,526,483 °$196,317,627 12.0%  § 55,371,933 § 63,793,230 86.7%  $1,689,898,416  $260,110,866 15.3%
2969/71%  $2,220,687,734  $308,262,770 13.8%  $139,989,13  $123,398,784 88.1%  $2,360,676,868 941,661,554 18.2%
1975/77  $5,543,736,311  $699,018,962 12.6%  $ 86,798,829 $ 29,550,000 34,02  $5,630,535,140 $728,568,962 12.9%

! Not included in these figures are appropriations for repairs and betterments of existing facilities.

2 Figures for 1975/77 include an open appropriation of $100 million for state salary increases. The Department of Finance

estimated that the higher education share of this total would be approximately $37 million.- An estimate for the AVIIs' share

was not available.

1969/71 1s the first biennium in whirh AVTIs came under the post-secondary budget for opecrating expenditures. This means

that the operating budget fignres for 1957/59 and 1967/69 are low, as arc the percentages of state appropriaticns attributed

to post-secondary education for thase years.

 The AVIIs are not included in these figurea, except for the 1975/77 biennium. Figures for the AVTIs in other years were
unavailable. However, if we maka some assumptions, we can make a very rough guess at what has been spent by the state for
construction of AVTIs. 1f we assume that each new building cost $5 million, and that the federal government paid half the
bill, this would leave local school districts with a $2.5 million hill for each new AVTI, Between 1957 and 1973, 24 new
AVTIs were built. State reimbursement for these buildingg was hased on.the number of students from outside the school dis-
trict. If we assume that 70% of the students in any school came from outside the district, this would mean that the state
paid 70% of the local share ($2.5 million) for each of 24 new schools, or $42 million,

w

Source: Operating Budget Appropriations--NE(B
Qpen Appropriations for Salavies--Jtate Depariment of Finmce
Bornding Authority for Cometruoction--Senats Financa
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A. The income profile of families of students in Minnesota post-secondary edu-
cation institutions corresponds with tuition levels: the lower the tuition,
the lower the median family income of students. The 1972 median family
incomes of students in five systems of post-secondary education, by resi-
dence in the state, showed:

. o . s co 1
1972 Median Family Income by Residence of Family-

System Metropolitan Area Outstate
Private 4~-year colleges $21,000 $16,000
University of Mimnesota 21,000 14,000
State Universities 20,000 15,000 T -
Community Colleges 19,000 13,904
A1l vocational students 17,000 13,000

I'8surce: Minncsota Scholastic Aptitude Tost® data

1, While assertions have been made that the price of post-—secondary edu-
cation to the student has increased to such an extent that middle-
income families can no longer afford it, public institution tuition
as a per cent of Minnesota median family income has pot increased
substantially in the last 20 years. Increases in the private colleges

vary.

MINNESOTA RESIOENT TUITION AND FEES AS A PER CENT OF MEDIAN FAMILY INCOME! I MINNESOTA, BY SYSTEM, 1949/50 - 1976/77

University of Minn. - Selected Private Colleges
Medfan  State Universities Community Colleqes  follege of Lib. Ants Augsburg Hamlire Carletor
Family yition of Tuition % of Tuition % af Tuition % of Tuition % of Tuition % of
Income L fees Income & Fggs Income & fees Incoma & Fees Incame Only Incore Crly Incore
1949450  $ 3,113 $60.00 1,93 NA NA $125.85 4.0% $ 208 9.2% $ 350 11.2% $ 540 17%
1959/60 6,547 157.50 2.4 $127,002  1,9% 264.00 4.0 530 2.0 600 9.1 1,000 15
1969/70 1,866 378,75 3.1 $285.00  2.4% 405.00 3.4 1,430 12.0 1,500 12.6 1,775 14
(68/69)
19747757 18,014 513.00 2.8 461,25 2.5 812.25 4.5 2,115 11.7 2,450 13.6 2,935 16
('75/76)
19764773 19,369 545.25 2.8 495,00 2.5 817.50 4.2 2,550 . 13.1 2,900 14.9 3,235 16

1 gensus data on Mjnnesota median family income for families with heads aged 35-44 was used for 1949/50 - 1969/70.
2 3127 is an average of tuition and fees in 9 Commnity Colleges, Tuition and fres were not uniferm at this time,

3 The Market Guidn, published by the Editor and Publisher Ca., Ine,, 850 Third Avenue, Mew York City, N.Y, 10022, estimated inceme ser household
for Minnesota was used for 1974/75 and 1976/77, These estimates were found to be quite close to the census group used for the earlier years,
when figures for the same year were examined, -

Information om tuition and fees aupplied by thp systems,
Chavt prepared by tha Citizens League Noverhor 17, 1376,

* See Glossary
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Tuition and fee revenue is a significant source of funds for private
colleges. Figures from the HECB (published in the 1975 Minnesota
Pocket Data Book) show tuition and fee revenue increasing from 44.4%
of all private college revenue, including gifts, grants and endowments
and federal monies in 1969/70, to 49.7% of all revenue in 1973/74.
More recent figures were not available.

Because the private colleges rely so heavily on revenue from students,
and because the majority of those students are in the 18-21 year old
age group, the private colleges fear that enrollment declines will hit
them especially hard: Any decline in enrollment creates a significant
decrease in revenue, which then requires either higher prices to stu-
dents or a cut in services.

Tuition revenue is not the major source of funding for public post-

secondary institutions. Enrollment shifts also have a substantial
impact on public ingtitution revenue. There 1s a direct relation
between enrollment in public institutions and the level of state
appropriations to those institutions. The following two charts show
tuition and fee revenue as a per cent of state expenditures over the
past 20 years for three public systems of post-secondary education:
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TUITION AND FEE REVENUE! AS A PER CENT OF STATE
APPROPRIATIONS FOR OPERATING BUDGETS, 1957/59-1975/77

University of State Community
Minnesota Universities Colleges
1957/59 19.1% NA NA
1967/69 22.8% 43.67% 39.8%
1969/71 24,57 41.6% 40.0%
1975/772 25.5% 32.9% 38, 5%
The above chart shows gross tuition and fee revenues, but does not take accornt of -

the fact that a portion of those revenues comes from state, federal and private
financial aid dollars. Data is not available to show the impact of all these sources
of aid, but we do know what portion of the Minnesota State Scholarship and Grant
Program* and the Foreign Student Assistance Program* was allocated to each system.
The chart on page 1l shows net tuition and fee revenue (i.e., tuition and fee revenue
minus the two aid programs) as a per cent of net tuition and fee revenue plus state
appropriations for operating budgets and the two financial aid programs.

1 . . .
The federal government, private sources, and earned income provide other sources
of revenue. Outlined below are all sources of revenue for the three systems in

1974/75:
University of Tuition and Fees $34 million (9.97%).
Minnesota -- Federal Appropriations $63.5 million (18.5%).
Other (includes endowment and earned income) $82.8 million
(24.1%).

State Appropriations (including special appropriations)
$163.6 million (47.6%).

State Federal Appropriations $1.5 million (1.6%).
Universities -- Tuition and Fees $19.2 million (20.6%).
Other (includes endowment and earned income) $27.8 million
(29.8%).
State Appropriations $44.9 million (48.17%).

Community Federal Appropriations $3.4 million (9.8%).
Colleges -~ Other (includes endowment and earned income) $4.2 million )
(12.1%).
Tuition and Fees $6.3 million (18.1%).
State Appropriations $20.9 million (60.1%). \ .

(Percentages may not equal 100%, due to rounding)

Source: Higher Education Coordinating Board, reproduced in
1975 Minnesota Pocket Data Book

2 1976/77 tuition and fee revenue is estimated.

Tuition and fee revenue provided by State Finance Department;
state appropriations provided by Higher Education Coordinating
Board. Chart prepared by Citizens League 12/14/786.

% See Glossary
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NET TUITION AND FEE REVENUE! AS A PER CENT OF
COMBINED NET TUITION AND FEE REVENUE PLUS
STATE APPROPRIATIONS FOR OPFRATING BUDGETS AND SCHOLARSHIPS AND GRANTS?

University State Community

of Minnesota Universities Colleges
1957/593 16.0% NA NA
1967/693 18.5% 30.3% 28.4%
1969/71 19.4% 28.9% 28.3%
1975/77% 18.5% 20.0% 24.1%

Net tuition and fee revenue is that revenue minus scholarships and
grants.

2 Scholarships and grants include the Minnesota State Scholarship
and Grant Program* and Foreign Student Assistance¥*.

3 No fimancial aid dollars are included, but aid was negligible in
those years,

% 1976/77 estimated tuition revenue.
Tuition and fee revenue provided by State Finance Department, State

Appropriations fon Operating Budgets and Scholarships end Grants
provided by HECB. Chart prepared by Citizens Lcogue 18/14/76.

* Sea Glossary
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State financial aid programs have grown as a portion of all state post-
secondary appropriations in the last 20 years.

State financial aid appropriations which appear as separate line items in
the bndget increased from .27 of all post-secondary appropriations for
operating budgets and financial aid combined in 1957/59 to .8% in 1969/71
And 5.2% in 1975/77.1

1. In fiscal year 1976, state financial aid programs, excluding loans,
represented roughly 10.3% or $18,731,000 of total state, private and
federal aid dollars combived, excluding loans,“ ($180,108,672). When
loans are included, state programs represented 18.7% or $43,731,000
of the total ($233,089,063).

Private dollars? represented 30.37% of the total, excluding loans, and ..
32.47% including loans.

Federal programs3 represented 59.27% of the total, excluding loanmns,
and 48.7% including loans.

1

2

Tneluded in financial aid are:
Minnesota State Scholarships and Grants*, Minnesota Work/Study Program*,
POW/MIA grants*, Foreign Student Loan Program*, Reciprocity* with Wiscon~
sin, Nursing Scholarships*, and the Loan Reserve Fund*. The Private Col-
lege Contract Program*, which gives un-designated funds to colleges, was
counted as part of imstitutional appropriations.

Our "totals" are very rough, and incomplete. No one has yet made a compre-
hensive count of all financial aid dollars available to students in the
state. Although we made some efforts, our figures contain many assumptions
and are not complete. We do not have a comprehensive count of all aid dol-
lars available to University of Minnesota and private college students.

We could not trace the source of funds in all cases for those we have cate-
gorized as "private". For example, some of the funds used by private col-

leges for financial aid come from the Minnesota Private College Contract

Program*, which involves state dollars. Other funds come from private or

federal sources. Because we could not trace the source of all funds expended -
by private and public institutions for financial aid programs, we have simply
counted these funds as "private" dollars. (Excepted from this count are

those funds which are clearly identified as state or federal dollars, such “~
as the institutionally administered College Work/Study Program* and Supple-
mentary Education Opportunity Grant Program*.) For a detailed listing of

how we have counted the various programs, see page 63.

* See Glossary



The single largest program, more than twice as large as any other singlce

program jm fiscal year 1976, was the GI Bill, which brought $61.6 million

into the state.

Fhis program, which pavs an sverage of $270/month/vetevnn, will he changed
siox_those enf'ormp the armed services afror Jamary 1, 1077, Tinder the
old program, veferans who had served morc tham 18 months on active duty
were eligible for benefits for up to 45 months, any time within 10 years
after they were discharged. Benefits paid $292/month for full time stu—
dents with no dependents and $347/month for full time students with one
dependent.

The new program, for _those entering the armed services after Janvary 1,

1977, will start opevarion on an dnicial o-yeor experimental hasis. Per-

sons sorving more than 180 days on active duty who bave confributed
850-375 per month for 12 cansecutive months to an "education pension
plan™ would receive a maximum of $225/month (including the money they had
contributed) for a period of time equal to the number of menths they had
contributed to the fund, with a maximum of 26 morths, within 10 years
after they have been discharged. TFor cvery dollar contributed by veter-
ans to the fund, the Veterans Administration will centribute $2, Addi-
tional contribntions may come from the Departrent of Defense.

Beraunse the old program is available to all veterans whe erlisted prior

to Janvary 1, 1977, for vp to 10 years after they leave the armed ser-

vices, it is difficult to estimate when the old program will run out.

If we assumed that persoms stayed in the armed services at least 4 vears,
this would leave persons entering the armed services in December, 1976,
eligible for the old henefits through 1990.

However, there is some reason to believe that the numbers of persons
eligible for the old program will decrease more quickly: According to
the Veterans Administration, benefits for 3.3 million veterans ran out
in June, 1976. 6.2 million are still eligible for the o0ld program, but
it appears that only 1 out of 8 are enrolled this fall.

The enrollment of veterans declined severely this fall. Nationwide,

2-year colleges, which enroll 60% of undergraduate veterans, lost more
than 1/3 of their veteran enrollment this fall -- a decrease of about
222,000.

The old program has had some trouble with abuse--perscns enrolling and

collecting benefits without intending to complete the courses for which

they registered. As a result, the Veterans Administration has required

more stringent reporting by schools on veteran attendance. Some believe
that the more stringent regulations have contributed to the decline in
veteran enrollment.

In any case, it is clear that money coming into the state's post-
secondary education institutions through the GI Bill is significant.
The alteration of that bill to require more financial commitment from
the veteran interested in a post-secondary education may result in
further declines in the veteran enrollment in future years.
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3. Our rough tally of state, federal and private financial aid dollars in
fiscal year 1976 shows that gifts accounted for 59.5% ($138,782,106) of
all dollars, loans accounted for 22.7% ($52,980,391) of all dollars, and
work accounted for 17.7% ($41,326,566) of all ‘dollars. (See page 64 for
itemized dollars.)

Gifts may be grants or scholarships, or "waivers" that, for example,.give
a student free room and board.

Federally insured loans may be made by the State of Minnesota, the school
or a bank. The loans are insured against default by the federal govern~-
ment, and have low interest rates.

There are few sanctions against students for defaulting on loans or for
declaring bankruptcy on student loans. Default on student loans does not
appear to greatly harm a person's future credit rating.

Because the Minnesota loan program is so new, default is not now a prob-
lem. The HECB staff note that the most common cause of default is that
the lender (a private institution, bank or the state) loses track of the
student after graduation. Lenders have little incentive to keep track

of students, because the loans are 100% guaranteed by the federal govern-
ment. However, effective October, 1977, the federal government will only
guarantee 807 of any loan, and a private guarantee agency will have to be
established in the state to insure the other 20%. The new law also pro-
vides that, effective October,, 1977, student loans will be exempt from
bankruptcy proceedings while the student is enrolled and for five years
thereafter. However, the Congressional Judiciary Committee, which has
jurisdiction over bankruptcy laws, is expected to eliminate that provi-
sion before it goes into effect.

Income-contingent loans are now in use on an experimental basis at Yale
and Duke Universities. Under this plan, students pay back their loans
over a period of 20-30 years, paying back a set proportion of their
income. This allows persons with large debts and small earnings to pay
back their loans as they are able. At the end of the pay-back period,
an individual may have paid back more or less than his actual debt,
depending on his earnings during that period.

Work may be through a "work/study"™ program, in which the state or federal
government pays part of the student's wages, and eligibility for the job

is based on financial need, or may be provided by the school, regardless

of student financial need, and the wages paid for entirely by the school.
In addition, many students find jobs on their own. These students' wages
would not appear in our count of financial aid dollars.

The post-secondary systems have not used all available Minnesota Work/
Study* funds. $500,000 was allocated for the Minnesota Work/Study program
for 1976. At the end of 1976, usage rates of the funds allocated to each

system were:

~~University of Minnesota: 99%

--Private Institutions (collegiate and vocational): 69%
--Community Colleges: 56%

--AVTIs: 53%

--State Universities: 48%

"% See Glossary
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4. Some financial aid awards are made on the basis of need; others are not.

Some of the major non-need-based programs are:
~The GI Bill :
-Social Security Benefits#*
~Federally Insured Student Loans* (loans equal to % the cost of educa-
tion may be made to any person, regardless of need, but the government
pPays interest for students whose family incomes are below $25,000)
~Reciprocity*

Some of the major need-based programs are:
-Basic Education Opportunity Grant*
~Supplemental Education Opportunity Grant#*
-Minnesota State Scholarship and Grant Programs*
~College Work/Study Program*
-National Direct Student Loan Program*

3. The calculation of student financial need includes an allowance for
room and board and miscellaneous items. Currently the allowance for
a student living at home, or on his own off campus, would be $1,500
(81,100 for room and board, and $400 for miscellaneous items). The
allowance for a student living on campus would be the average price for
room and board at the institution, plus $400 for miscellaneous expenses.
The state and individual institutions contract with one of two private
companies, the American College Testing Service or the College Scholas-
tic Service, to do needs analyses for all need-based financial aid pro-
grams with the exception of the federal Basic Education Opportunity Grant
(BEOG)*, which has its own needs analysis. In Minnesota the American
College Testing Service is most commonly used. At one time, needs ana~
lyses performed by the two companies on the same person for the same
school would have yielded different results, but now the two formulas
give uniform results.

Financial need is determined by subtracting the expected contribution
from the student and his family from the expenses for tuition and fees,
room and board, and miscellaneous items such as books, laundry, and
travel.

The expenses of an education are calculated by the individual school.
The family and student's ability to pay are calculated by the ?rivate
companies. There are several significant factors which determine how

much will be expected from the student and his family:

a) If the student is a dependent, then the resources of his family
v will be examined. The needs analysis guidelines provide that anyone
who has (1) lived with his parents for more than two weeks; or
(2) been taken as a tax deduction by his parents; or (3) received
more than $599 in support from his parents in the year previous to
application for aid, or the year in which application is made, or
the following year, is dependent.

Using these guidelines, most students are determined to be
dependents. The needs analysis will then examine his and h%s
family's resources and other relevant information, as described
below. If the student were determined to be independent of his
parents, then only his income, assets and family situation would

be examined.

“* See Glossary
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The needs analysis requires a much higher portion of an independent
student's income for education than it does of a parent's income, and
therefore makes it much more difficult for the independent student to
qualify for need-based assistance.

Family adjusted gross inccme, as reported on the federal tax return,
is an important factor in determining family contribution. After

an allowance for basic living costs (hased on family size) and a
retirement allowance (related to the age of the wage earner or
earners), the following percentages of remaining income are expected
to pay for education:

22% of the first $4,000, 29% of the second $1,000, 34% of the
third $1,000, 40% of the fourth $1,000, and 47% of anything
over $8,000 in remaining incorme.

Assets, including family end studert coavings, home esunity and stocks
and bonds are also part of the cxpected family contribuvticn. The
"tax" on parents' assets ranges from 2.6 - 5.6%Z. The analysis
expects 357 of a student's savings for post-secondary educatiom.

Unusual exrenses such as medical care not covered hy insurance
reduce the cxpected family contribution.

The number of children enrolled in post-secondary education affects
expected family contribution as follows: If two children are in
post-secondary education, 70% of the expected contribution for one
child will be expected for cach of the two; if three children are
enrolled in ppst-secondary education, 50% of the contribution for
one child will be expected for cach of the three.

As an example, we can examine a family with $15,000 annual gross
income, The needs analysis for a family with gross income of $15,000
and 321,000 in assets including home equity, and ome child enr?lled

in post-secondary education, would expect that family to contribute
approximately $1,000 towards the education of the student for cne year.
If two children were enrolled, the analysis would expect $700 for each
child; if three children were enrolled, $500 would be expected for each

child.

If we compare the expected family contribution for the student in the
foregoing example with "student budgets" (tuition and fees, room a?d
board, and miscellaneous items) at various institutions, we will find
his financial need: the difference between family contribution and
student budget. As the budget increases for any given student, then,
his need will increase also. Following are examples of the fina?cial
need this student would show when enrolled in different institutions.
(See chart, page 67, for further discussion.)
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**In fiscal year 1976 the budget for a student enrolled in an AVTI
and living at home would be $25 for tuition and fees and $1,500
for room and board and miscellaneous items. Subtracting the
$1,000 expected family contribution from the total budget ($1,525),
we find a need of $525.

v %*The same student enrolled in a State University would have a bud-
get of approximately $2,000. This would represent a need of $1,000
($2,000 minus the $1,000 expected family contribution).

i - **The same student enrolled in the University of Minnesota as an
undergraduate on the Twin Cities campus would have a budget of
approximately $2,500, and therefore a need of $1,500. If that
student had a sibling enrolled at the same campus, each student
would show a need of $1,800 ($2,500 minus a $700 contribution
for each student).

‘*%The same student (with no siblings in post-secondary education)
enrolled in one of the highest-priced private colleges in the
state would have a student budget of $5,000, and therefore a need
of $4,000.

h) Calculation of student financial need assumes that the family will
contribute the amount stipulated by the needs analysis. Students
whose parents will not contribute that amount may receive special
consideration from school financial aid officers, but will be
treated as if their parents had contributed the stipulated amount,
when considered for the Minnesota Scholarship and Grant Program* or
the federal Basic Education’Grant.x

6. Eligibility for financial aid does not guarantee that a student will
receive a financial aid award.

The grant programs have yet to be given funding sufficient to provide
all eligible applicants with awards. In fiscal year 1976, awards for
the federal Basic Grant program were limited to students with family
contributions under $1,200, while the Minnesota Grant program funded
only persons with $0 family contributions, and the Minnesota Scholar-
ship program funded only those in the top 12% of their class, although
those in the top 257% who showed need were eligible.1

Eligible students who do not receive funding from these two grant pro-

grams may take out federally insured loans, receive other grants admi-
nistered by institutions, or participate in work/study programs.

lAs this report goes to press, we have learned that, for the fiFst time,
all eligible applicants were funded by the Minnesota Scholarship and Grant
Program for the current academic year.

* See Glossary
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a) The overall financial aid "package" that students receive is some-
what controlled by financial aid officers in the post-secondary
institutions. Of the aids that we have tallied for fiscal year
1976, 38.4% ($69,192,672) were controlled by institutions, not
including loans. When loans are included, institutions controlled
41.6% ($97,173,063) of all aid dollars.

Federally insured loans up to $1,500/year for freshmen, and up to
$2,500/vear for sophomores, juniors and seniors, with a maximum

of $7,500 for all four years, are available from the state loan pro-
gram for all students who desire them. Work opportunities may also
be obtained by students on their own. But much of the grant money,
the "work/study" jobs which use federal and state money, and the
very low interest National Direct Student Loan funds are controlled
by financial aid officers. Students are generally interested in
getting as much scholarship and grant money as possible, and after
the federal Basic Grant and Minnesota Grant and Scholarship programs
have been exhausted, the decision on how much gift money a student
will receive rests with the financial aid officer.

Institutional policies on how much and what type of aid students
receive vary widely. TFor example:

--Private colleges tend to require that students work during the
school year and the summer, and take out loans, before gift
assistance from the school will be provided. However, when
these three sources of aid are added together, they generally
equal 100%Z of the financial need.

-—Community College policy is gemerally to provide grants, work
opportunities, and loans equal to no more than 80% of financial
need,

--Some institutions emphasize gift assistance in the first few
years and work and loans in later years of post-secondary edu-
cation, especially for the culturally disadvantaged.

b) Currently there is no coordination between the Minnesota Scholarship
and Grant program and the Federal Basic Grant program in the distri-
bution of awards. Applicants to the state program are not required
to apply to the federal program, and state awards to students are
made without consideration of federal dollars for which students may
be eligible. However, award limits in both programs of 50% of need
prevent students from receiving more than 100% of need in grants.

The lack of coordination, combined with the priorities in distribu-
tion of limited funds in the two programs, results in some persons'
receiving 100% of their financial need from the two programs combined
while others receive none of their need. The HECB has proposed that
the two programs be coordinated so that no person will receive more
than 75% of his financial need from the two programs combined.
Coordination of the programs is possible because the HECB has the
ability to estimate the awards eligible applicants will receive

from the federal program, and can then gear the state awards to the
75%.
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c) The February 1 application deadline and certain eligibility cri-
teria prevent some needy persons from receiving Minnesota Scholar-
ship and Grant Program funds. Persons are required to apply for
State Scholarship and Grant dollars by February 1 prior to the
date of entrance into a post-secondary institution. Persons
unable to meet this deadline are ineligible for assistance from
this source.

Also not included in the program are persons attending school less
than full time and those who have been turned down from the s?h?-
larship and grant program before, whether because of ineligibility,
or simply lack of funds.

C. Accounting procedures vary to such an extent that it is difficult to deter-
mine what it costs to educate a student in a given institution, or exactly
what items are being funded with state appropriations. Students said to be
paying "full cost"* tuition are actually paying only the "marginal"'* costs
of instruction —- generally teacher salary for the hours in class. Over-
head costs such as administration, fringe benefits and maintenance costs
are not counted.

1. Although the HECB has developed budget categories which are to apply
to all institutions, there is at this time no agreement on use of
those categories. As we asked the questions, "what does it cost to
educate a student in different institutions, how much of that cost
do students pay, and what are we paying for?," we received no single
agreed-upon answer.

2. There are at least three ways of calculating expenditures for students
by institutions. The differences vary by what items are includeé in
the cost analysis: Some choose to include a very limited select}on of
items, others are more comprehensive in their selection. Following
are three definitions of "expenditure' and the figures which apply.

a) "Direet instructional expenditures” include faculty salaries, ass%gned
support staff, and related supplies and expenses such as paper, mimeo-
graph machine and laboratory equipment. HECB calculations of FY 1976
direct instructional expenditure per Full Time Equivalent (FTE)* stu-
dent, by system, follow:

* See Glossary
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FY 1976 Average Direct Instructional Expenditure/FTE1 (Range)2

Community Colleges $ 902 ($723-1532)
State Universities (excludes Metro State) $1308 ($1155-1616)
University of Minnesota Undergraduates? $1536 ($919-2645)
Private 4 Year Colleges" $1366 ($801-2057)
AVTIs Not Available

b) "Total imstructional expenditure' includes the items listed in (a)
above, plus institutional administrative staff salaries, libraries,
and physical plant operation and maintenance. These figures exclude
sponsored research, public service, student grants, auxiliary enter-
prises, independent operations, and hospitals. The HECB prefers these
figures as the most accurate representation of '"what it costs to edu-
cate a student for one year. The HECB calculations of FY 1976 total
instructional expenditure per FTE student,. by system, follow:

FY 1976 Average Total Instructional Expenditure/FTE! (Range)?

Community Colleges $1795 ($1377-3102)
State Universities (excludes Metro State) $2391 ($2086-3677)
University of Minnesota Undergraduates3 $2142 ($1400-3421)
Private 4 Year Colleges" $2791 ($2004-4350)
AVTIs $4586 (Not available)

Average expenditure figures for the Community Colleges, State Universities, and
Private 4 Year Colleges are from the U.S. Office of Education, Higher Education
General Information Survey (HEGIS), FY 1976.

The range of expenditure figures were obtained by the HECB from system boards'
reports of expenditures by institution.

Figures for the University of Minnesota were obtained from its annual unit cost
analysis for FY 1975. These were inflated by 6% for a rough comparability to
the other systems' FY 1976 figures. Full Year Equivalent student figures were
used, rather than Full Time Equivalent.

Figures pertain only to the colleges which are members of the Private College
Council.
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c) Total operating expenditure per FTE, by system, with the College
of Liberal Arts broken out from the University of Minnesota totals,
follow. Figures for the University of Minnesota, State Universi-
ties, Community Colleges, and Private 4-Year Colleges were pre-
pared by the State Planning Agency with figures from the HECB, and
are published in the 1975 Minnesota Pocket Data Book. Figures for
the AVTIs and College of Liberal Arts were supplied directly to us
by the HECB.

1973/74 OPERATING EXPENDITURES PER FULL TIME EQUIVALENT STUDENT

University University of Private
of Minnesota Minnesota College State Community 4-Year
(entire system) Liberal Arts Universities Colleges AVTIs Collepes
I:::g:gzion and departrental $ 2,313 $ 1,227]‘ § 9713 $ 664 $ 1,056 $ 1,067
Extension and public -service 366 NA 2 3 31 150 36
Sponsored research h 1,240 Na 58 [ 19 34
Libraries 248 114 109 72 280 166 3
Physical plant operation and maintenance 506 127 226 169 199 182 %
Aiip?:::‘::u:::cational and general . 1,891 255 574 482 423 184
TOTAL $ 6,564 NA $ 1,942 $ 1,418 $ 2,127 $ 2,279 ‘
Studert aids and grants 272 ) NA 204 157 62 522
Auxiliary expenditures 796 NA 567 127 80 810,
GRAND TOTAL $ 7,632 ) NA $ 2,713 $ 1,702 $ 2,269 $ 3,611

This figure represents courses taught both at the graduate and at the under-
graduate level in the College of Liberal Arts. Broken down by course level,
the FTE expenditure in the College of Liberal Arts for instruction and depart-
mental research would be: lower division--$978; upper division--$1,357; and
graduate courses--$1,691.

2 Not Available.
Educational support.

Institutional Management.

* See Glossary
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POST-SECONDARY EDUCATION HAS PREPARED FOR AND ADJUSTED TO GROWTH IN ENROLL-
MENTS WITH FXPANSION OF EXISTING FACILITIES AND CREATION OF MANY NEW ONES.
POST-SECONDARY EDUCATION INSTITUTIONS ARE JUST BEGINNING TO FIND WAYS OF
DEALING WITH A REDUCTION IN ENROLLMENT.

A.

B,

The growth in the 1960s! resulted in the addition of a new public campus

every 13 weeks on the average. From 1960 through 1974, headcount enroll-

ment* in the State Universities, Community Colleges, AVTIs, and University
of Minnesota inecreased 186% - from 46,311 to 132,368,

Growth was accomplished bv adding facilities to existing campuses and by

creating new campuses. Between 1960 and 1974 the state increased the num-

ber of public post-saecondary cducation campuses from 26 to 63. During
that time, University of Minncsota campuses increased from 3 to 5; State
University campuses increased from 5 to 7; Community College campuses
increased from 8 to 18; and AVTI campuses increased from 10 to 33.

The increased number of campuses resulted in the establishment of post-
secondary education institntions within 35 miles of approximately 80% of

the state's residents.

Institutions are taking increrental steps to deal with enrollment declines.

The state has not yet prepaved pnlicy guidelines on this matter.

1. The HACB's biennial reports to the Minnesota Legislature, while taking
cognizance of the enrollment projections, have pot recommended state
policy on how to cope with the changing enrollments.

2. The HECB study on post-secondary cducation in southwestern Minnesota
offers little guidance en how stato policy shonld meet the declining
enrollments in that part of the state.

The Board's report on post-secondary education in southwestern Minne~-
sota calls for no substantial change: It acknowledges that the popu-
lation in that area of the state will probably never support the num-
ber of institutions in the area at full enrollment capacity, but does
not suggest a response other than slight modification of the Southwest
State University curriculum, and recommended full usage of the
facility by a combination of post-secondary education classes and
rental to other state agencies. The question of expenditures on
faculty, which represent approximately 80% of any post-secondary
education budget, is not addressed. Expenditures per pupil at South-
west State University have increased to approximately $3,700 per year
because of decreased enrollment and the resulting decreased ratio
between students and faculty.

3. In 1975 a request by the Governor's Commission on Minnesota's Future
that the Governor initiate a study on consolidation of post-secondary
education institutions was rejected. The HECB also criticized the
recommendation, commenting: "At best, recommendations from such a
(study) would represent unnecessary effort, and worse, they could be
dysfunctional."

1 The growth occurred from 1960 through 1971.

* See Glossary
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Some institutions already facing declines are doing so by reducing
faculty and renting facilities to other organizations. Southwest
State University has already rented a part of its facility to the
State Department of Health and the State Highway Department, and the
Chancellor of the State University System is recommending that the

faculty be cut from 130 to 105 in order to reach a student/faculty
ratio more in line with other State Universities.

When enrollment in the State Universities dropped off in the early
1970s, faculty was cut back to retain a fairly constant teacher/
pupil ratio.

Pricing policy is one mechanism not being used currently to con-
sciously combat or compensate for enrollment declines. Pricing
policy could be adjusted to attract students to institutions with
low enrollments. This was tried in Wisconsin, and succeeded in
boosting enrollments at a failing institution by reducing tuition
sufficiently to draw new students into that institution. Results

of the study conclude that the increase in enrollment came from

the entrance of new persons into post-secondary education, not from
the transfer of students previously enrolled in other post-secondary
education institutions in the state.

INSTITUTIONS HAVE SHOWN INTEREST IN COPING WITH THE DECLINE BY EXPANDING
PARTICIPATION OF THE TRADITIONAL 18-21 YEAR OLD RECENT HIGH SCHOOL GRADUATES
AND BY EXPANSION INTO NEW KINDS OF PROGRAMMING.

A.

Unlike the elementary/secondary education system, where attendance is

mandatory through the 10th grade, and the age group is limited, the post-

secondary system has opportunities to expand its clientele.

1.

3.

The participation rate of recent high school graduates in post-
secondary education, and the portion of persons graduating from high
school, affect post-secondary enrollment. The fall 1975 participa-
tion rate of Minnesota high school graduates in Minnesota post-
secondary education was 44.7% in college and 27.8% in vocational
schools. (Source: The HECB.) In June 1973, 87% of first graders
12 years earlier graduated from high school in Minnesota. Approxi-
mately 90% of the tenth graders 2 years earlier graduated, leaving
10%2 who did not complete high school. (Source: The HECB.)

The retention rate of post-secondary education students also has an
impact on enrollment. Currently, approximately 407 of those who
enter college will graduate four years later, and another 207% will
graduate within 10 years of entering college. (Source: '"Tertiary
Education".) This leaves 40% who enter college but do not complete
a four-year degree within 10 years.

Participation of adults who have not completed a post-secondary edu-
cation would have a heavy impact on enrollments. In 1970, approxi-
mately 117 of the Minnesota population aged 25 or older had 4 or more
years of college. Median years of schooling completed by Minnesota
persons aged 25 or older was a little over 12. This is very close to
the U.S. average. (Source: National Education Association, printed
in Minnesota Pocket Data Book, 1975.)
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The reentrance into post-seccndarv education of those who have alreadv

attezined their basic 2-4 year trainitg would alter the enrollment picture

considerably. Persons currently in the labor force who have already

attained a basic post-secondary education may seek additional post-
secondary education for any of several reasons:

-~remedial education;

--retraining for a new job or enhancement of current job;

~-enjoyment or leisure-time activity;

~-instruction in skills such as automobile and bicycle repair, filling
out tax returns, etc.;

—--enhancement of other leisure activities such as learning a foreign
language before going abroad, or studying literature or music in - -
order to enhance appreciation of cultural events;

——graduate studies.

The job market may have an effect on post-secondary enrollments.

In a severely depressed economy, such as America's in the 1930s, enrollment
dropped. A less dramatic tightening of the job market may have the opposite
effect. Some persons suggest that recent enrollment increases are partially
due to the return to post-secondary education of persons unable to find jobs
with the degrees they hold. Others suggest that the saturation of the job mar-
ket with college graduates will discourage college attendance in the future,
because of poor job prospects.

1.

The Bureau of Labor Statistics estimates that the economy's need for college-

trained persons will hold fairly steady at 20-25% over the next several years.

More than 20-25% of the persons currently entering the labor force hold col-
lege degrees. If the estimate of labor force needs holds true, and more col-
lege-trained persons continue to be produced, many college graduates will
have to take jobs which do not require college training.

Some types of institutions tie their programs to the job market, while others

do not. State Board of Education regulations require that AVTI programs have

a 517 placement rate if they are to be continued. Academic programs, on the
other hand, are not so closely tied to the job market. Controversy has been
growing over whether academic professional programs should be more closely
tied to labor force needs. Such things as the lack of jobs for many persons
trained as teachers are cited as reasons for better coordination with the
economy's needs.

The advantage of college graduates over other persons in starting salaries

has been declining since 1969. In 1954 college graduates had an advantage of

10% in starting salary over other workers. This rose to 19% in 1958, to a

high of 24% in 1969. The estimated advantage in 1976 has dropped to 6%. -
(Source: Richard Freeman, "The Overeducated American", New York: Academic

Press 1976.)

The growth in professional jobs taken by persons with four or more years of

college has decreased in the time between 1965-70 and 1970-75. Between 1970

and 1975, men with four or more years of college took 32% fewer professional
jobs and women took 45% fewer professional jobs than they did between 1965
and 1975. Between 1970 and 1975, men with four or more years of college took
6% more craft jobs, while women took 19% more clerical jobs; men took 5% more
managerial, sales, clerical and service worker jobs, and women took 6% more
service worker jobs, 11% more managerial jobs, and 4% more sales jobs than
they did between 1965 and 1970. Women's growing participation in the labor
force and in professional jobs is reflected in these figures.
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PER CENT OF JOBS TAKEN BY COLLEGE GRADUATES WITH FOUR
OR MORE YEARS OF POST-SECONDARY EDUCATION, ENTERING THE LABOR
FORCE BETWEEN 1965 & 1970 and 1970 & 1975, U.S.

1965-1970 1970-1975

Men Women Men Women

Professional 692 91% 37% 467
Manager 22 2 27 13
Salesman 7 2 12 6
Clerk 0 6 5 25
Craftsman 0 0 6 1
Operative 1 0 1 2
Transporter 0 0 2 0
Laborer 0 0 2 0
Service Worker 0 0 6 6
Farmer 1 0 2 1
TOTAL 100z 101%! 100%z  100%

Source: Bureau of Labor Statisties
"Educational Attainment of Workers"

! Does not equal 100%, due to rounding.

Both the elementary/secondary and post-secondary education systems are com-~
eting for expanded enrollments with recreational, career-enhancement, and
elementary/secondary level education for adults.

1. Career-enhancement programs, which may provide continuing education for
professionals (now required for lawyers by the Minnesota Supreme Court)
or new skills for persons seeking promotions or a change of jobs, are
offered by professional associations, extension programs of colleges and
universities, and by private for-profit organizations.

Two examples of career-enhancement programs are those offered by the

Bar Assoclation, and those offered for the medical profession by the
University of Minnesota Medical School and the Department of Extension.
Students in the Bar Association programs, which are not affiliated with

a college or university, would pay full cost*of the programs, including
teacher salary and overhead expenses. Students enrolled in prograis
offered through the University would pay marginal cost (generally teacher
salary and some administrative costs, but not overhead such as mainten-
ance, rent, light or heating). However, students over age 62 pay $0 if
they take the classes not for credit, or $2/credit, by legislative mandate.

2. Recreational programs are currently being offered by elementary/secondary
and post-secondary schools and by private for-profit institutions, The
State Universities, Community Colleges, AVTIs, private colleges, Univer-
sity of Minnesota, and elementary/secondary schools all have some offer-
ings in this area. We do not know how large enrollments are, except
that they are in the tens of thousands at least. In addition to the
program offerings by education institutions, arts institutions and pri-
vate companies have offerings.

1)

* See Glossary
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The Creative Learning Center run by Control Data Corp. is one of many
private enterprises offering recreational courses which range from
“Care and Feeding of House Plants" for $9 to "12 Sessions in Overcoming
Shyness'" for $120.

Similar courses are offered by the elementary/secondary schools in
their Community Education programs, and by colleges and universities
through their Extension divisions. Fees for courses offered by the
educational institutions tend to be "marginal"* cost, as is the case
with the career-enhancement programs.

Although we have no count of the activity for all post-secondary insti-
tutions in career-enhancement and recreational programs, we do have a
count of total registrations in all University of Minnesota Continuing
Education and Extension Division programs, which increased from 56,679 -
in 1964/65 to 120,962 in 1975/76, or an increase of 1137%. These enroll-
ment figures include many persons enrolled in credit courses for their
basic undergraduate education, as well as persons enrolled in career
enhancement and recreational programs. In 1974/75, enrollments in this
Division ranked 7th in the country for Extension schools.

The current University of Minnesota Continuing Education and Extension
Division annual budget is $12 million. Of this, $1-2 million comes
from legislative appropriation for salaries and activities, and the
remainder comes from tuition revenue.

In 1976/77 the Division has $184,000 at its disposal for financial aid.
$80,000 of this 1s a direct appropriation from the Legislature, and
the remainder comes from the Division's budget. The funds are used to
pay for tuition and books for needy students.

Enrollments in Minneapolis school programs for adults through the Com-
munity Education Program increased from 3,000 in 1968 to 23,000 in
1976, or an increase of 667%. These classes are generally 'recrea-
tional”, Funding for the Community Education Program comes from a $1
per capita.levy by the school districts in the state, which is cur-
rently matched 25¢ ‘to the dollar by the state. In 1977 this will
increase to 50¢ on the dollar.

Programs in basic reading, writing and mathematical skills are offered

by the elementagz/secondagx schools in their Basic Education Programs

for adults, and by the post-secondary schools in their remedial programs.

The elementary/secondary programs are traditionally geared to the adult
who has not become literate in English. The post-secondary programs
generally are offered in the freshman year for those who have not mas-
tered the basic skills in high school. AVTIs also offer remedial pro-
grams. They have a budget of approximately $2 million in 1976 for the
teaching of remedial skills. Controversy has been growing over the poor
preparation of high school graduates in the basic skills, as evidenced
by falling aptitude test scores and inability to do college-level work.
One outcome is that an essay question will be included in the Scholastic
Aptitude Test, which is used by many colleges to judge the qualifications
of applicants.

* See Glossary
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THE FhTURE OF MINNESOTA'S POST-SECONDARY EDUCATION SYSTEMS RELATES TO TWO BASIC
PUBLIC POLICY DECISIONS:

--The pricing policy to different kinds of students enrolled in different kinds
of programs, from the recent high school graduate enrolled in a vocational
or academic institutions, to the adult enrolled in career-enhancement or
recreational programs; and

-~The funding poliey to institutions.
The Higher Education Coordinating Board (HECB) was created in 1965 to coordinate,

plan and recommend policy for post-secondary education in the state, and to admi-
nister federal dollars and state financial aid programs.

A. The structure of the board has changed several times since its inception.
Originally, representatives of post-secondary institutions sat as members
of the board. In 1971 they were removed from the board, and the Higher
Education Advisory Council, consisting of the Chancellors of the State
University and Community College systems, the President of the University
of Minnesota, the Commissioner of Education, and the Executive Director
of the Private College Council, was formed. In 1973, the Higher Education
Advisory Council was directed by the Legislature to meet at regular inter-
vals and to "sit with the Higher Education Coordinating (Board) in the
deliberations and discussions of the (Board)". The institutional repre-
sentatives now sit at the table with board members and participate fully
in board discussions.

The HECB is responsible to both the Governor and the Legislature. The
Governor appoints board members, and the board's duyties are written in
legislative statute.

B. The HECB is responsible for planning the state's post-secondary education
needs. The statute giving the HECB planning responsibility reads:

"Continuously study and analyze all phases and aspects of higher
education, both public and private, and develop necessary plans and
programs to meet present and future needs of the people of the
state...

"Continuously engage in long-range planning of the needs of higher
education and, if necessary, cooperatively engage in such planning
with neighboring states and agencies of the federal government..."

The HECB has developed data such as enrollment projections which are
significant for future planning, but has not developed a specific plan
on how to provide and finance post-secondary education in Minnesota
over the next two decades, given the coming change in enrollment.

C. The HECB has responsibility for review of new and existing programs of
instruction in both public and private institutions. The statute out-
lining this authority reads:

'...Review, make recommendations and identify priorities with
respect to all plans and proposals for new or additional programs
of instruction or substantial changes in existing programs to be
established in or offered by, the University of Minnesota, the




E.

<28~

State Colleges, the Community Colleges, and the AVIIs, and private collegi-
ate and non-collegiate institutions offering post-secondary education, and
periodically review existing programs offered in or by the above institu-
tions and recommend discontinuing or modifying any existing program, the
continuation of which is judged by the commission (board) as being unnecesg-
sary or a needless deplication of existing programs.”

The HECB has exercised the program review responsibility with respect to the
establishment of new programs in post-secondary institutione, but has not inmi-
tiated study or recommendations on closing or modifying programs now in exist~
ence, or on the establishment of programs by private organizations sach as cor~
porations or other "non-collegiate" organizations.

As part of its "coordinating" function, the HECB is coordinating three consortia--

in Rochester, Wadena, and on the Iron Range. These are voluntary organizations
that provide educational services in local areas which do not have actuazl insti-
tutions of post~secondary education. The consortia include both public and pri-
vate institutioms. Other informal coordinating areas, not rum by the HECE,
exist in Moorhead, Duluth, and among five private colleges in the Twin Cities.

Responsibility for the budget includes developing comparable budget formats and

reviewing budget requests. The statute reads:

"Review budget requests, including plans for construction or acquisition of
facilities, of the University of Mimmesota, State Colleges, State Community
Colleges, and AVTIs, for the purpose of relating present rescurces and
higher educational programs to the state's present and long-range needs;
and conduct a continuous analysis of the financing of post-secondary insti-
tutions and systems, including assessments as to the extent to which the
expenditures and accomplishments are consistent with legislative intemt. . .

"Develop in cooperation with the post-secondary education system, House
Appropriations Committee, Senate Finance Committee, and Departments of
Administration and Finance, a compatible budgetary reporting format
designed to provide data of a nature to facilitate systematic review of
the budget submissions of the University of Minnesota, State College Sys-
tem, Community Colleges, and AVTIs, and which includes the relatlng of
dollars to program output..."

The HECB has developed a single budget format, which is being used for the first
time by systems in their 1977-79 biennial requests, but has not made comment on
system budget requests.

The HECB administers the state's financial aid programs. The financial aid pro-

grams administered by the HECB include the State Scholarship and Grant Program*,

a new State Work/Study Program*, the Minnesota State Student Loan Program*, the
Medical Student Loan Program*, and several other smaller programs. The HECB

also administers the Private College Contract Program*, which awards a per capita
payment to eligible 2- and 4- year colleges, based on the number of Minnesota
residents enrolled. Finally, the HECB has initiated and established "Reciprocity"
agreements with Wisconsin and North Dakota, whereby residents of those states and
Minnesota residents may attend public institutions in the other states, at in-state
tuition rates. The difference between in-state and out-of-state tuition is paid by
the states. Currently the HECB is discussing reciprocity agreements with South
Dakota and Iowa.

* See Glossary
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CONCLUSIONS

THE TIME HAS COME FOR A SHIFT FROM THE EMPHASIS NOW GIVEN TO DIRECT APPROPRI-
ATIONS FOR POST-SECONDARY INSTITUTIONS, TO AN INCREASED EMPHASIS ON DIRECT
FUNDING FOR STUDENTS,

As we approach a period of changing enrollments, it is important that policy-
makers have the strongest possible base on which to make difficult and possibly
unpopular decisions, and that individuals have the most knowledge and flexi-
bility in making choices about whether, and where to undertake post-secondary
studies. This will involve an increase in individual responsibility for
financing post-secondary education when the resources are available, strong
financial aid programs to help those without sufficient resources, and a
lessening of the wide disparity that now exists between pricing of different
kinds of post-secondary programs in different kinds of institutions.

A. Increased emphasis on funding for students is required in order to give
a firm base on which to make difficult decisions on possible reduction of
the post-secondary plant in a time of declining enrollments. Without a
strong indication of student preference, based on the education provided,
and not its low price, the Legislature will be left to make difficult
political decisions which may be based solely on the ability of some
institutions to maintain very low prices with the help of large state
subsidies. Pricing policy which reflects more closely the costs of pro-
viding education will help legislators in deciding how to make reductions
among different systems and among the institutions of a particular system.

1. The variety of educational opportunities currently provided by the
diversity in our post-secondary system is valuable, and should be
maintained throughout a period of declining enrollment. Vocational,
academic, private and public schools all have different educational
experiences to offer. If reduction of the plant becomes necessary,
it should be done in such a way as to reduce duplications in types of
offerings, leaving the variety we now have intact.

2. Current pricing