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The Expectation

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

President Barack Obama, February 24, 2009
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Annual Increase in Degree Production Required to Meet the Goal 
– 11.7 Million Additional Degrees by 2020
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Note: For Montana this translates into a 5% 

increase over prior years’ numbers every year.
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How Can Montana Reach International Competitiveness?

Current Degree Production Combined with Population Growth and Migration 
and Improved Performance on the Student Pipeline Measures
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College-Going Rates—First-Time Freshmen Directly Out of  
High School as a Percent of Recent High School Graduates, 2006

5
8

.2

6
1

.6

7
6

.1

4
4

.8

0

25

50

75

M
is

s
is

s
ip

p
i

N
e
w

 Y
o
rk

N
o
rth

 D
a
k
o
ta

S
o
u
th

 D
a
k
o
ta

M
a
s
s
a
c
h
u
s
e
tts

N
e
w

 M
e
x
ic

o
C

o
n
n
e
c
tic

u
t

N
e
w

 J
e
rs

e
y

M
in

n
e
s
o
ta

G
e
o
rg

ia

V
irg

in
ia

K
a
n
s
a
s

M
a
ry

la
n
d

N
o
rth

 C
a
ro

lin
a

L
o
u
is

ia
n
a

M
ic

h
ig

a
n

N
e
w

 H
a
m

p
s
h
ire

M
a
in

e
N

e
b
ra

s
k
a

D
e
la

w
a
re

S
o
u
th

 C
a
ro

lin
a

T
e
n
n
e
s
s
e
e

In
d
ia

n
a

C
o
lo

ra
d
o

A
la

b
a
m

a
P

e
n
n
s
y
lv

a
n
ia

N
a
tio

n

K
e
n
tu

c
k
y

W
is

c
o
n
s
in

Io
w

a
Illin

o
is

F
lo

rid
a

O
h
io

H
a
w

a
ii

O
k
la

h
o
m

a
M

o
n
ta

n
a

W
y
o
m

in
g

W
e
s
t V

irg
in

ia
M

is
s
o
u
ri

A
rk

a
n
s
a
s

C
a
lifo

rn
ia

T
e
x
a
s

V
e
rm

o
n
t

R
h
o
d
e
 Is

la
n
d

N
e
v
a
d
a

W
a
s
h
in

g
to

n
O

re
g
o
n

U
ta

h

A
la

s
k
a

Id
a
h
o

A
riz

o
n
a

Source:  Tom Mortenson, Postsecondary Opportunity 
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Undergraduate Awards per 100 FTE Undergraduates
2006-072
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Source:  NCES IPEDS Peer Analysis System (http://www.nces.ed.gov/ipedspas/), IPEDS 2006-07 efia2007 Early Release Enrollment File; NCES IPEDS 
Peer Analysis System (http://www.nces.ed.gov/ipedspas/), IPEDS 2005-06 c2006_a Final Release Completions File
Note:  Completions reflect 2006-07 total undergraduate degrees (Associate, Bachelors) and certificates (less than 1-year, 1-2 year, 2-4 year) awarded at Title IV degree 
granting public and private institutions. Enrollments reflect 2006-07 annual FTE undergraduate enrollments at Title IV degree-granting public and private institutions as 
reported in the IPEDS 2006-07 12-month instructional activity enrollment file. Enrollment data were aggregated from an early release data file and are subject to change.
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How Montana Ranks Among Other States on Selected 
Measures for Education and Economic Development

Source:  Tom Mortenson, Postsecondary Opportunity; US Census Bureau, 2006 ACS Public 
Microdata Sample (PUMS) File, Kauffman Foundation, Regional Economic Information 

System, Bureau of Economic  Analysis, US Department of Commerce
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Expectations

• Maintain access – serve an increasing number of 
students

• Maintain affordability to both students and the state

slide 9

Invest stimulus funds in:
• Developing more cost-effective ways of doing 

business
• Paying for the transition



THE FISCAL REALITIES
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The Flow of Funds
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The Flow of Funds - State
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State/Local Funding plus Tuition Revenue per FTE Student
All Institutions (Public)
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Revenues Per Student from Net Tuition, State, & 
Local Appropriations

Public Research
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Sources:  NCES, IPEDS 2006-07 Finance Files; f0607_f1a and f0607_f2 Final Release Data Files.

NCES, IPEDS 2007-08 Institutional Characteristics File; hd2007 Final Release Data File.

NCES, IPEDS 2006-07 Enrollment Files; ef2006a, effy2007, and efia2007 Final Release Data Files.



Revenues Per Student from Net Tuition, State, & 
Local Appropriations

Public Masters and Baccalaureate
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Revenues Per Student from Net Tuition, State, & 
Local Appropriations

Public 2-Year

slide 16

$
1

4
,7

9
3

$11,197

$10,683

$
1

0
,2

8
7

$9,964

$
9

,9
5

3 $
9

,1
2

5

$
8

,8
4

4

$
8

,8
0

1

$8,705

$
8

,6
2

5

$8,480

$
8

,4
4

9

$
8

,4
1

1

$
8

,3
7

8

$
8

,2
1

4

$8,067

$8,044

$
7

,7
7

2

$7,633

$
7

,5
6

6

$7,509

$
7

,5
0

7

$
7

,4
4

8

$
7

,4
3

2

$
7

,4
1

6

$
7

,4
0

3

$
7

,3
2

9

$7,239

$
7

,2
2

2

$7,117

$
7

,0
1

8

$
6

,9
1

8

$
6

,8
9

5

$
6

,8
4

4

$
6

,8
2

3

$6,714

$
6

,6
7

6

$6,630

$
6

,5
1

0

$
6

,4
6

5

$
6

,3
5

3

$
6

,0
8

2

$6,028

$5,970

$
5

,9
4

5

$5,939

$5,712

$
5

,5
1

7

$5,297

$3,369

$0

$2,000

$4,000

$6,000

$8,000

$10,000

$12,000

$14,000

$16,000

W
isco

n
sin

H
aw

aii
W

yo
m

in
g

M
arylan

d
D

e
law

are
C

o
n

n
e

cticu
t

V
e

rm
o

n
t

K
an

sas
O

re
go

n
N

e
w

 Yo
rk

N
e

w
 H

am
p

sh
ire

Id
ah

o
M

assach
u

se
tts

N
e

w
 M

e
xico

A
laska

M
ich

igan
P

e
n

n
sylvan

ia
N

o
rth

 D
ako

ta
M

in
n

e
so

ta
A

rizo
n

a
R

h
o

d
e

 Islan
d

O
h

io
U

tah
N

o
rth

 C
aro

lin
a

Te
xas

N
atio

n
M

o
n

tan
a

C
alifo

rn
ia

W
ash

in
gto

n
M

ain
e

N
e

vad
a

A
lab

am
a

Illin
o

is
N

e
b

raska
M

isso
u

ri
Lo

u
isian

a
Te

n
n

e
sse

e
Io

w
a

A
rkan

sas
N

e
w

 Je
rse

y
O

klah
o

m
a

So
u

th
 C

aro
lin

a
Flo

rid
a

G
e

o
rgia

M
ississip

p
i

V
irgin

ia
So

u
th

 D
ako

ta
C

o
lo

rad
o

In
d

ian
a

K
e

n
tu

cky
W

e
st V

irgin
ia

Sources:  NCES, IPEDS 2006-07 Finance Files; f0607_f1a and f0607_f2 Final Release Data Files.

NCES, IPEDS 2007-08 Institutional Characteristics File; hd2007 Final Release Data File.

NCES, IPEDS 2006-07 Enrollment Files; ef2006a, effy2007, and efia2007 Final Release Data Files.



State Tax Capacity and Effort—Indexed to U.S. Average

Source:  State Higher Education Executive Officers (SHEEO)
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Projected State & Local Budget Surplus (Gap) as a 
Percent of Revenues, 2016

slide 18
Source:  NCHEMS; Don Boyd (Rockefeller Institute of Government), 2009
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State/Local Funding plus Tuition Revenues per Student (FTE)
Montana Public Institutions, 1983-2008
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Undergraduate FTE Enrollment by Sector (2006-07)
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Percent Change by State in Educational Appropriations & 
Net Tuition Revenue per FTE, FY 1993-2008
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Net Tuition as a Percent of Public Higher Education 
Total Educational Revenue by State, FY 2008
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Net Tuition Revenues per FTE and State-Funded Tuition Aid 
per FTE by State, FY 2008

(Public Institutions Only)
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Affordability: Need-based Financial Aid
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Measuring Up: Affordability

Source: Measuring Up 2008
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Per Capita Personal Income, 2007

Yellowstone = 38,124

Big Horn = 22,297

Montana = 33,225

Source: Bureau of Economic Analysis, US Department of Commerce
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Family Incomes of Families with School Age Children
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Percent of Children Ages 0 to 17 Living in Families 
with Less than a Living Wage (2007)
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Median Earnings of Population Age 25-64 by Level 
of Education, 2006
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Percent of Total Gross State Product by Industry 
and Comparison to U.S.
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Education Attainment & Personal Income by Montana Counties
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Recognize That Economic Recovery
Will Be Slow
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After stimulus wanes, gaps could approximate 4% of spending, 
or $70 billion, even under the ―Low-Gap‖ Scenario

Source: Don Boyd (Rockefeller Institute of Government), 2009
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After stimulus wanes, gaps could approach 7% of spending 
or $120 billion under the ―High-Gap‖ scenario

Source: Don Boyd (Rockefeller Institute of Government), 2009
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For most states – and for most public institutions –
the stimulus package is not an answer.

• But it could slow the impact

• And it could buy enough time to adjust to substantially 
changed circumstances
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Adjusting to Changed Circumstances

Improving Productivity
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Productivity: Total Funding per Degree/Certificate
(Weighted*, 2006-2007)
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Undergraduate Degrees Awarded Per 100 Full-
Time Equivalent Students

19.8

17.1

22.4

24.7

0

10

20

30

Public Two-Year Public Four-Year

Montana Top States

Source:  NCES, IPEDS Completions, Enrollment and Finance Surveys
38



Degrees & Certificates awarded per FTE vs. Total Funding 
per FTE (2006-2007)
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Total Funding per FTE (2006-07)
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Total Funding per FTE (2006-07)
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Total Funding per FTE (2006-07)
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Some Practical Steps

• State/System Level

• Campus Level
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State/System Level
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The Overarching Strategies

• Build cost-effective systems

• Change the academic production function

• Reduce demand each student places on the system

• Reduce leaks in the pipeline
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Building Cost-Effective Systems

• More appropriate mix of institutions

• Create new types of providers

• Effective collaboration among institutions

• More efficient use of existing resources
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Reducing Leaks in the Pipeline

• Curricula Alignment

• Financial Aid incentives

• Early-warning systems

• Improved consumer information

slide 47



Ask the Right Questions

• Are state (strategic planning) goals

– Clearly stated?

– Clearly – and frequently – communicated? 

– Accompanied by performance metrics?

– Measured and widely reported at least annually?

• Is performance considered in the resource allocation 
process – are resources targeted to priorities/highest 
payoff relative to goal achievement?

• Is there a coherent financing plan in place? Is there 
alignment among

– Allocations to institutions?

– Tuition?

– Student aid?
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Ask the Right Questions 
(continued)

• Are metrics for productivity in place? Is there evidence 
of improvement?

• What is the evidence that institutions are working 
collaboratively to achieve state goals?

• Are institutions getting more (or less) focused on core 
mission? How do you know?
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Short-Term Actions

• Be clear about goals & accountability measures

– Degree production

– Fiscal Sustainability

• Institutional spending increases per student limited to CPI or less

• Instate UG tuition increases (after need-based aid) limited to CPI or less

• Reduced costs/degree

• Create a Coherent Financing Plan

– Align policies regarding appropriations to institutions, tuition, & student 
aid policies

– Treat different sectors differentially

– ―Reset‖ base funding levels

– Adopt an investment approach
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Short-Term Actions
(continued)

• Invest more (reduce less) state appropriations in 
institutions that must contribute most to student access 
and success

• Protect need-based financial aid

• Mandate increases in instructional productivity

– SCHs per FTE faculty

– Reduced credits to degree

– Have a plan for use of savings – require investments in reform
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Long-Term Actions
• Refocus institutional missions

– Directly

– Through de-funding certain programs/functions

• Require certain programs to be self-supporting (e.g., MBA)

• Align state & federal student aid programs – leave no federal money on the table

• Administer need-based aid as a state – not institutional – program

• Tackle developmental education on a statewide basis

– Common STDs, modularized, technology enhanced

– Consider a separate delivery entity

• Undertake a policy audit with an eye toward eliminating unnecessary bureaucracy

• Adopt a strategy for investing in productivity enhancement

– Course redesign on a system-wide basis

– Retrofitting buildings for energy efficiency

– Reengineered business processes

– Inter-institutional collaboration
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Campus Level
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Reducing Demands Each Student Places on the System

• Students come to college fully prepared (no remediation)

• Accelerated learning

• Minimize ―rework‖

• Improve rates of course completion

• Reduce credit hours to degree

• Encourage use of assessment/‖test out‖ options

• Learning in the workplace/credit for experience
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Changing the Academic Production Function

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

• Reengineer curricula

• Reengineer course delivery

• Change composition and deployment of human assets
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Ask the Right Questions

• Are campus (strategic planning) goals

– Clearly stated?

– Clearly – and frequently – communicated? 

– Accompanied by performance metrics?

– Measured and widely reported at least annually?

• Is performance considered in the resource allocation 
process – are resources targeted to priorities/highest 
payoff relative to goal achievement?

• Are metrics for productivity in place? Are they 
benchmarked?

– SCH/FTE faculty

– Students/administrator
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Ask the Right Questions
(continued)

• Is there evidence of improvement?

• Is faculty time being allocated to highest priorities?

• Is institutional aid being effectively used to help meet 
goals?

• Are there some things the institution shouldn’t be doing?

• Where would collaboration yield better results at less 
cost?

• Are investments being made in

– Restructuring curricula

– Reengineering courses

– Improving business processes

– Enhancing support services
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Short-Term Actions

• Reallocate faculty time to undergraduate courses and 
away from

– Administrative and committee work and other activities for which 
release time is granted

– Undersubscribed graduate programs that cannot be justified by 
regional labor market needs

– Non-sponsored research

• Collaborate with other institutions – share

– Academic programs

– Administrative services

• Make sure that students are receiving all aid for which 
they’re eligible
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Longer Term Strategies – Mission Focus

Refocus on the institutional mission – serving state and 
student needs rather than institutional aspirations

– Eliminate small, non-core programs – close low-demand, high-
cost programs that aren’t distinguished and can’t be justified by 
labor market needs

– Re-think institutional aid – focus on removing barriers to 
attendance rather than competing for students whose college 
participation is not in question
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Longer Term Strategies

Invest in reengineering curricula and delivery methods

– Restructure general education

• Fewer options

• More large enrollment courses

• More courses that can be taught by faculty from multiple disciplines

– Invest in course redesign

– Invest in modifications to delivery system

• Required some proportion of degree of degree requirements to be 
met through off-campus instruction

• Competency based assessments
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Longer Term Strategies

Make investments in more efficient administration and 
plant operations

– Retrofit building for energy efficiency

– Reengineer business processes

– Renegotiate relationships with the state (invest in a Policy Audit 
with an eye toward restructuring state administrative and 
reporting requirements)
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The Key to Managing Costs at the Institutional 
Level…

• Assignments of personnel to functions

• Assignments of personnel to activities

Effective management of human resources.  

Time/effort is the key resource to be allocated.  

Management discretion extends to:
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Administrative Decision Space

Full-Time 

Faculty

Part-Time 

Faculty Students

Administrative/

Professional

Lower-Division Instruction

Upper-Division Instruction

Graduate Instruction

Research

Service

Advising

Administrative

Professional Development
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Allocation of Assets to Instructional Activities

Five 

Instructional 

Activities

Faculty 

Member

Teaching 

Professional Technology

External 

Provider

Design

Development

Delivery

Mediation

Assessment
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The Unbundling of Institutional Functions

RESOURCES 

USED

ACTIVITIES

Faculty X X X X X X

Professional Staff X X

(continued)
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The Unbundling of Institutional Functions (cont.)

Faculty X X X / X

Graduate Assistants X \

Professional Staff X X

(continued)

RESOURCES 

USED

ACTIVITIES
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The Unbundling of Institutional Functions (cont.)

Faculty X

Vendors X

Technologies X

Technical Staff X

Paraprofessionals X

Partner Organization X X X X

RESOURCES 

USED

ACTIVITIES
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Improve Retention

As a way of
– Enhancing Revenue

– Reducing Recruitment Costs

– Filling Unused Upper-Division Seats

As a rule
– Increased Lower-Division Enrollments Create a 

Requirement for Additional Expenditures

MR = MC

– Increased Upper-Division Enrollments Create a Lesser 
Requirement for Additional Expenditures

MR > MC
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A word about performance funding.
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The Flow of Funds - State
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Finance Policy – The Options
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Performance Funding - Institutions

• Use completed credits (not enrolled credits) as the basis 
for resource allocation

• Capacity utilization component

– Pay for outcomes achieved, e.g., increases in numbers of 
degrees produced
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Performance Funding - Students

• Core component

– Add a performance component to need-based aid programs

• Tennessee – Lottery Scholarship

• Indiana – 21st Century Scholars

• Public agenda component

– Pay for achieving state goals

• Indirect – forgivable loans

• Direct – payments for certain behaviors (e.g., graduating with fewer 
than 120 credits)
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For More Information

Dennis Jones 

dennis@nchems.org

and visit

NCHEMS Information Center for Higher Education
Policymaking and Analysis

www.higheredinfo.org
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