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Ohio Board of Regents
Budget Overview

On November 15, the Ohio Board of Regents approved its budget recommendations for the 1998-
99 biennium.  Convinced of Ohio's need to make a greater investment in higher education in order
to secure more of the benefits that it provides to people in this Information Age, but also sensitive
to limits that a constrained budget necessarily imposes, the Board recommended GRF spending of
the following amounts in the coming years:

FY 1998 $2,265,192,539 +6.97%
FY 1999 2,407,452,944 +6.28%

However, the most significant aspect of this request is not the amount recommended, but the fact
that it proposes a major departure in the ways funding is to be distributed.       The Board's
proposals connect state support to the achievement of important state       goals.  The budget
recognizes the differences among our campuses in their missions, and targets funds to the
accomplishment of missions that are especially important to the people, whose taxes support the
system and whose future increasingly depends on the ability of our campuses to serve their needs.

The Board's budget is a policy document that is closely tied to its Master Plan, approved just the
day before after three years of effort, including an unprecedented round of regional consultations
with college and university trustees.  It also endorses the work of the Higher Education Funding
Commission, which unanimously approved a carefully balanced set of mission-driven performance
subsidies.  These subsidies are designed to complement the enrollment-based instructional subsidy
to provide a core funding approach that will permit the state to accomplish the goals outlined in
the Master Plan effectively and efficiently.

The Challenge is Change: the 1996 Master Plan

The Master Plan outlines five core values that Board of Regents policies, including its budget
recommendations, are intended to serve.  These values are:

- Affordable access to higher education for Ohio's citizens.

- High quality learning experiences that help students develop to their fullest extent.

- Basic and applied research that contributes to knowledge and meets regional and 
state-wide needs.

- Services that help citizens, communities, regions, and the state, as well as businesses
and industry, to meet their goals.

- Effective, efficient use of limited resources and accountability for the use of public 
funds.
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Affordable access

The evidence is overwhelming that educational achievement is increasingly tied to economic
success, for both individuals and communities, and that Ohio's level of achievement in higher
education is well below the national average and falling relative to that average.  The 1990 Census
ranked Ohio 44th in the percentage of its adults with high school diplomas who had gone on to
college.  If our adult population had enjoyed just average levels of achievement in higher
education, there would be more than 400,000 additional adults with some college experience, of
whom almost 300,000 would have completed associate degrees, over 200,000 would have
completed bachelor's degrees, and nearly 100,000 would have completed graduate degrees.

A 1995 Census report shows that on average, families headed by someone with a graduate degree
had an average income of well over $90,000, compared to about $73,000 for families headed by
someone with a baccalaureate degree, $54,000 by someone with an associate degree, and only
$43,000 by someone who is a high school graduate.  These income gaps, which have been
growing, mean that Ohio pays an enormous price for its past failure to invest in higher education.
Our education gap translates into an annual loss of $15.7 billion in personal income and a loss of
$800 million per year in state tax collections.

There are many reasons for Ohio's low levels of achievement in higher education.  We once had
an economy that promised many good-paying semi-skilled jobs in factories, mills, and mines.  For
us, higher education was often viewed as a luxury rather than a necessity.  But the level of tuition
was also a barrier.  Because state investment in higher education was low, tuition has been high.
Our tuition has been nearly half again as high as the national average.  At least in percentage
terms, the gap has been especially large on our two year campuses (especially university regional
campuses.) Yet these are the campuses that were created to provide more affordable
opportunities for those who cannot manage the more expensive cost of a residential college or
university.

High Quality Learning

While it is important to get more Ohioans "in the door", the effort would be wasted if they did not
accomplish their goals in a challenging, quality learning environment.  Our campuses need to be
challenged to provide quality programs and supported in their efforts to do so.  Particular
attention must be given to the undergraduate experience and especially to the first year, when
students are making the difficult transition from school to college.  This a period, before most
students have selected a major and found a home department, that requires a special, nurturing
attention from a campus and its faculty.

Focused Research

Research, both basic and applied, is a big business in its own right and the engine that drives the
constant innovation upon which Ohio's economy depends.  In 1994, Ohio's universities received
over $600 million for their research and development activities, but on a per capita basis, we were
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still about thirty percent below the national average.  Because of our failure to develop a more
competitive research capacity, we are losing about a quarter of a billion dollars per year in R&D,
which is spawning new industries and new jobs elsewhere.

Providing Services to Communities

Ohio's campuses are reservoirs of talent and knowledge that can be used for purposes that go
beyond credit instruction and research.  We must support their efforts to provide services that
have received little direct state support in the past, so that they can contribute more effectively to
the solution of problems faced by our schools, our businesses, and our local governments.

Effective and Efficient Use of Limited Resources

While much more needs to be done, we recognize that higher education-;.on cannot simply ask
for more funds, to be allocated and spent in the traditional way, to accomplish these tasks.  The
times call for innovation in the ways that campuses are supported and services delivered, so that
the greatest possible benefit is derived from the public funds that are invested.

The Board of Regents' budget recommendations, which are based on the work of the Higher
Education Funding Commission, provide an innovative strategy for achieving these goals.  But
innovation and reform is not just a promise for the future; it is also the record of the recent past.

Innovation and Efficiency: A Record of Achievement

Since the Managing for the Future Report was issued in 1992, the Board of Regents and our
campuses have been deeply engaged in efforts to make the state's investment in higher education
more efficient and effective.  A number of these efforts have had the active support of the
Voinovich Administration and the General Assembly.

At the state level, we have instituted performance funding for two year campuses, rewarding
those that are doing the best job of meeting the state's needs in nine different areas.  We have
created a Committee on State Investment in Graduate Education, a group that helped us launch a
review of the doctoral and professional programs that consume a sizable fraction of the state's
investment in higher education.  As a result of that review of nine different disciplines, we will be
phasing out support for 10 doctoral programs and narrowing support in 16 others.  The state's
investment in doctoral education will be refocused on disciplines that are better positioned to meet
state and national needs.  Computer Science, a discipline of vital

importance but one in which Ohio has been historically weak, will receive special nurturing.
Some of the savings will be reinvested in undergraduate education.  The review of law schools
will lead to new incentives for quality, a reduction in the number of subsidized students of nearly
400 FTE’s (the size of a small law school) and annual savings of almost $2 million.  We have also
established ceilings on the aggregate numbers of doctoral students and law students that might be
subsidized at each university.  These caps will prevent any future diversion of state subsidy to
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instruction at these levels.  Savings from all of these actions will gradually grow to an estimated
$14 million annually.

We have created a market-oriented approach to capital planning on our campuses, causing
campuses to know and accept responsibility for the full costs of the state's investments for their
institutions, but at the same time giving them the ability to shape that state investment to better
meet campus needs.  The rationalization of several hundred million dollars per year in capital
investments and of a similar amount spent each year to operate facilities will prove to have
enormous consequences in coming years.

We have led efforts on each university campus to create faculty instructional workload policies
that are sensitive to the missions of different departments but which also restore a lost emphasis
on undergraduate instruction.

We are creating a new higher education information system that will track the progress that
students are making in our system, will permit the use of all-terms counting by the second year of
the coming biennium, and will provide a better understanding of the educational experiences of
our students.

We have just completed a new Master Plan to guide our efforts in the coming years.

At the same time, Ohio's campuses have responded to the Governor's challenge and to the
heightened fiscal pressure of the 1990's.  They have reorganized, eliminated inefficiencies, and
placed a greater focus on their missions.

In short, at both the state and campus level, we have been actively engaged in a strategy of change
that lays the foundation upon which our budget proposals are built.

Our 1998-1999 Budget Proposals

The Higher Education Funding Commission recommends that the state adopt a more mission
sensitive system for funding higher education that will allow greater progress in addressing the
challenges of the coming biennium than the previous formula approaches would permit.  The
Commission recommended that in the future, core funding for higher education consist of the
traditional, enrollment-based instructional subsidy and a series of new mission-based performance
incentives, which are detailed below.  In this new system, both types of core funding would enjoy
equal priority

More qffordable access

A principal goal of the Master Plan and of the Funding Commission was to make higher education
more affordable for more Ohioans.  The Commission's report proposes new, targeted funding for
this purpose: Access Challenge, which will distribute $15.0 million in 1998 and $18.2 million in
1999 to campuses with specific access missions in proportion to their General Studies
enrollments.  Access campuses include all community and technical colleges, university regional
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campuses, Central State and Shawnee State universities, and the two year degree-offering units
on four university main campuses (Akron, Cincinnati, Toledo, and Youngstown).  Campuses
receiving these funds will be expected to pass on at least half of their allocations directly to
students in the form of lower fee increases.  We expect a number of campuses to do more than
that.

Second, the Commission recommended that the state explore ways to encourage more local
communities to support their two year colleges with local levies.  As the Board studied the higher
education's effectiveness in serving communities around the state, we found that communities
whose colleges had local levies had substantially greater rates of college participation than those
without such levies.  A local levy allowed a college to keep its fees affordable while still offering
an array of programs and support services that other two year campuses could not match.

Third, the Commission recommended that the state develop a mission-sensitive tuition policy.
Just as the Funding Commission recommended that state funding be more sensitive to the
missions of our various campuses, it recommended that the state policy toward tuition increases
also become more mission sensitive.

The Commission recommended a maximum increase of 3.5 percent in instructional and general
fees for unrestricted purposes, plus a maximum of 2.0 percent that would be earmarked for
specified purposes: campus-funded financial aid, direct services to students, legal mandates, and
investment in technology.  Thus for most campuses, the maximum increase would be 5.5 percent
per year.  However, access campuses receiving funding from the Access Challenge item would
have their maximum fee increase reduced by half the dollar value of any new money received
through that item.  For example, a campus whose current instructional and general fee income
was $1,000,000 would receive an increase of $55,000 from a 5.5 percent fee increase.  If that
campus were to receive $40,000 in new money from Access Challenge, its maximum fee increase
would be reduced by half that amount, or $20,000.  In this example, the fee cap for that campus
would be 3.5%. In this way, the tuition cap for campuses would become sensitive to the access
missions of certain campuses and to the other sources of funding that were being made available
to those campuses.

On the other hand, some of our universities serve relatively small fractions of students for whom
tuition is a barrier.  They might serve the access goals of the state more effectively through
targeted institutional financial aid programs.  In recognition of these differences in missions, the
Funding Commission recommended that certain campuses, beginning with Miami University, be
given additional flexibility in setting fees.  This is a significant element of the overall strategy of
the Funding Commission, which concluded that the increases in funding to permit our campuses
make the contributions Ohio requires of them cannot come from large, across-the-board increases
in state support.  Instead, the state support is to be very carefully targeted, while other campuses
must look elsewhere for the increases they require.

To reinforce the priority given by the Funding Commission to support for academic achievement
by at-risk students, the Board of Regents recommends further improvements in funding for
financial aid programs.  An increase of $28 million in funding over a two year period will build on
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the progress already made in recent years by the Voinovich Administration and the General
Assembly in this important area.

High Quality Learning

A strategy for improved service to at-risk populations would be open to all campuses.  Academic
Success Challenge would reward campuses for completion of certificates and degrees by at-risk
students.  The funds ($5 million in 1998 and $11.4 million in 1999) would be used by campuses to
help such students successfully meet the requirements of a degree.  Ironically, campuses whose
students face the greatest challenges to successfully complete the work required for a degree
often have the fewest resources to help them succeed, since they feel the need to charge a lower
fee than other campuses serving a more advantaged student body.  This program would direct
resources to campuses that effectively serve students who are at risk of failure.

This emphasis on achievement reinforces a change already being implemented in the instructional
subsidy formula with the planned completion of the first phase of the new information system.
Beginning in FY 1999, enrollments will be counted in all terms rather than just in summer and fall;
campuses that retain their students through each term of the academic year will enjoy better
funding than those who do not.

Performance Challenge is a complementary effort to improve quality.  Ohio began to distribute
performance funding to its two year campuses in FY 1996.  The Funding Commission
recommends an increase in funding for that effort (to $5 million per year) as well as the
establishment of a companion program for universities, beginning in FY 1999.  The university
program would have two elements.  The first would a reward to each university for achievement
of specific mission-related goals.  The second would be a competitive program to reward quality
improvement efforts.  Undergraduate education would enjoy special attention in the
administration of this program.  Details of both of these elements would be worked out with
university presidents in the coming year, but the basic design concepts are already being
established.

Investments in technology are an essential part of our strategy for improved quality.  The Funding
Commission recommended a new program, Technology Challenge, to fund proposals from
campuses for improvements in instructional technology.  Appropriations of $8 million in 1998 and
$18.2 million in 1999 are recommended for this initiative.  While some of the money may be used
for investments in hardware and infrastructure, we expect that the bulk of the appropriation will
be used to create or acquire "courseware" and to train faculty in its use.

The Board of Regents recommends significant increases in several on-going collaborative
programs that have proved to be effective uses of technology.  A significant increase in funding
for OhioLINK (Ohio's pioneering and nationally acclaimed academic library network) will permit
the expansion of the system to permit the acquisition of electronic versions of many academic
journals, thus making these journals immediately available to students and faculty on campuses
that have not been able to afford their own print subscriptions.  Funding is also recommended to
encourage the participation of more of Ohio's private institutions in the system.  A new
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appropriation for OARnet (the Ohio Academic Resources network) will provide funding for the
infrastructure improvements needed to accommodate the dramatic increases in electronic traffic
between our campuses and the outside world.

Focused Research

The Funding Commission recommended an increase in funding for the current Research Challenge
program.  The increase over current levels would be $4.5 million in 1998 and $6.0 in 1999.  These
funds, which would be allocated in proportion to each campus's ability to secure outside research
grants, will provide campuses with a reward for successful competition and the means to compete
more effectively in the future.

The Board of Regents also recommended a substantial increase in funding for the Ohio
Supercomputer Center.  This would permit the replacement of the current Cray vector computer,
which is now two generations old, as well as investments in parallel processing computers, where
the future of supercomputing seems to lie.  These investments will provide Ohio researchers with
continued access to state-of-the-art computational power for their scientific and engineering
research.

A new line item entitled Priorities in Graduate Education would be used to make some focused
investments in graduate education and research.  In the coming biennium, the funds would be used
principally to strengthen computer science, a critically important discipline and one in which our
record is not strong.

Funding for the Dayton Graduate Studies Institute is recommended for a substantial increase.
The program will continue to encourage graduate studies in engineering in the Dayton area.

Providing services to communities

Of all of the public services that our campuses can provide, none is more important to our
communities than an effective linkage with our schools.

The Funding Commission developed a strategy to fund the engagement of our campuses in
collaborative efforts with our schools.  We are recommending $4.5 million in 1998 and $7.4
million in 1999 (amounts that we would like to see matched by the State Department of
Education) to fund proposals brought forward by consortia of school districts and campuses
chosen by those districts.  Less affluent districts would enjoy priority in the selection process.
The proposals would identify particular services to be provided by campuses that the districts
believe would be especially supportive of the district's goals, such as improved performance on
standardized tests, increased mastery of essential skills, and higher graduation rates.  Campus
support could come in the form of curriculum redesign, training of teachers in the use of
instructional technologies, management advice, etc.  Projects or project elements that are found to
be successful will enjoy priority for funding in future cycles.
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The Commission also recommended that colleges and universities be supported for their work
with local businesses.  Currently, employee training programs are subsidized by the Instructional
Subsidy if the coursework is offered for credit.  Apart from that, there is only a small Productivity
Improvement Challenge line to encourage some capacity building at two year campuses in support
of employers' needs.  The Funding Commission recommended that noncredit contract work for
employers, whether it be for employee training or to meet other needs of the business, should be
supported in the same way and at the same rate as the Research Challenge program will support
sponsored research grants.  This new initiative would be called Jobs Challenge and would be
funded at $1.5 million in 1998 and $2.0 million in 1999.

The Board also recommended continued funding for specific service activities, such as the Urban
and Rural University programs, the Cooperative Extension, and Postsecondary Readiness Testing.

Effective and efficient use of resources

The Commission also recommended that the distribution of the instructional subsidy be made
somewhat more stable by basing campus allocations solely on moving average enrollments.
Campuses would no longer be funded on the basis of enrollments in the current year.  This change
makes allocations for the coming biennium easier to predict.  Since projections need no longer
include provisions for enrollment growth as soon as it occurs, the increased support allocated for
the instructional subsidy can be minimized, thereby making it possible to fund the new initiatives
proposed by the Commission.  The Board's recommendations for this critically important line are
the most modest instructional subsidy recommendations in memory, calling for increases of only
4.8% in 1998 and 4.0% in 1999.

The instructional subsidy formula will continue to be based on state-wide average costs, which is
a long-standing incentive for campuses to keep their costs at or below the average for their peers.

The Board's budget recommendations also include a new Capital Component line, which provides
operating funds to campuses whose appropriations in the recently-adopted capital bill were less
than the amounts determined by a formula based on the volume of activity on a campus and the
age of their facilities.  This is the critical final step in the implementation of a major reform in the
way higher education facilities are planned, funded, and operated.

This will also be the first biennium in which all five regional library depositories will be in full
operation.  These regional facilities provide much less expensive storage for infrequently used
materials than the library stack space that would have otherwise been required.

Increased support is also proposed for the costs that will be incurred by campuses in the
implementation of a new information system that will provide critically important information to
the state and to campuses concerning the progress of our students and the educational
experiences that they receive.

Finally, it should be noted that the Board's recommendations include the phasing down or
elimination of several appropriations and a very modest inflator of 2.5% per year for many more.
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This was part of a very conscious strategy to maximize the funding available for the new
initiatives designed to support the services that Ohio needs from its colleges and universities.

Conclusion

The recommendations of the Funding Commission are very delicately balanced.  Because the
individual programs are targeted to specific missions, selective support for only some of the
elements of the recommendations could lead to a very substantial reallocation of state support
among campuses and sectors.  For that reason, all of the members of the Funding Commission
supported the notion that the state ought to fund all of the elements of the mission-driven
performance subsidy in a    proportional   way, so as to preserve the balance recommended by
the Commission.  The Board of Regents heartily endorsed this concept.  When the Board found
that it was possible to increase mission-driven funding in its recommendations, it allocated that
increase in proportion to the amounts recommended by the Commission.       This principle of
proportionality must be retained if the entire higher education community is to remain
supportive of this approach to state funding.

We are proud to present these recommendations to you.  They present an answer to questions
that have been raised in many quarters about the current funding system.  For access campuses,
they provide targeted funds designed to provide Ohioans with at least some affordable options for
continued education, with a significant portion of that support targeted to encouragement of
degree completion.  For universities concerned that funding in the past has been too narrowly
focused on enrollments alone, there is increased support targeted to other missions of importance
to Ohioans.  For critics who have sought additional involvement by our campuses in our schools,
there is a program that provides that support and puts the school in a lead position to determine
how that support might be most effectively provided.  Those who seek a greater emphasis on
performance will find much to encourage them, while those who believe that instructional
technology has great promise will be pleased to see funds targeted for that purpose.  Because
increases in the enrollment-based instructional subsidy are tightly controlled, the Board of Regents
is able to propose all of these creative innovations within a bottom line that grows at less than
seven percent per year.  It is a request that merits the support of the Governor and of the General
Assembly.

December 2, 1996


