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I. Context and Directions for Higher Education Funding in Ohio:
The Challenge Is Change: The State of Ohio Master Plan for Higher Education

The state's Master Plan for higher education recognizes core values that form the basis for service
to Ohio's citizens.  These core values are:

• Affordable access to higher education for Ohio 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; and

• Effective, efficient use of limited resources and accountability for the use of public funds.

In an environment of rapid change, increased international competition, and increasing educational
standards in the workplace, funding policies for Ohio's campuses should reflect these Master Plan
values.

In addition, while continuing to recognize the importance of enrollment funding, Ohio should (1)
modify its current funding system to recognize the importance of mission-specific performance
and (2) modify its current tuition policy in order to increase access and better differentiate
campuses in the achievement of these Master Plan goals.  These three components -- enrollment
driven subsidy, performance-based subsidy, and tuition policy -- are fundamentally linked in this
proposal both for the upcoming biennium and for future biennia as well.
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II. Building a Persuasive Case for Additional Investments in Higher Education

The recommendations of the Higher Education Funding Commission are based upon the
following critical understandings about economic growth, individual mobility, educational
investment, and public budgeting:

• In an age where the creation, acquisition, and management of information increasingly
govern the economy, educational achievement is increasingly corrected to individual,
family, and state income;

• Ohio has historically underinvested in higher education;
• Due to this low public investment in higher education, tuition at Ohio's state-assisted

colleges and universities needs to be among the highest in the nation just to bring
Ohio's schools to a national average level of spending; and
As a result of low public support and high tuition, Ohio lags the nation in college
participation, degree achievement, and research investment.

• As a ultimate result, per capita income in Ohio lags the nation.

Ohio suffers from an educational deficit.  We are poorer as a state because we
have failed to establish and maintain an adequate level of involvement in higher
education.

One of the key goals of the recommendations of the Higher Education Funding
Commission is to start Ohio on a course that will correct this deficit through
increased investments in public higher education that are integrated, targeted,
and sensitive and supportive of the different and complex missions of our colleges
and universities.

III.  New Conceptual Funding Approach

A Comprehensive Plan.   As noted above, the new core funding proposals for Ohio is a
new funding approach that is integrated, a total package, that includes both
enrollment-driven instruction and mission-driven performance as well as tuition
proposals.  Emphasis is given to affordability and quality for the student.

An Integrated Approach  While the new funding system is composed of several parts, or
programs, it should be treated as a whole that balances the priorities established by
the Master Plan.

The Commission believes that the new funding programs should remain in effect in
both good times and bad, and that funding should increase or decrease
proportionately for each program.
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Affordability.  An important goal of this proposal is to achieve greater college affordability
through a more balanced approach in terms of the state share and student share of costs. Due to
low state support, Ohio's tuition is well above national averages with Ohio ranking in the top ten
states with the highest tuition for both the two and four year sectors.  Ohio residents pay a
higher share of their higher education costs than do residents of most other states.

(1) To achieve greater affordability, Ohio's public colleges and universities should
engage in a partnership with the State to limit tuition increases and increase access. This
goal requires a commitment by the State to provide, over time, greater resources to
higher education, and a commitment by colleges and universities to limit tuition
increases.  It is recommended that within the next ten years, Ohio vigorously pursue an
intermediate goal of 60% state share and 40% student share of the cost of higher
education, and it is proposed that a longer term goal of 65% state and 35% student share
be targeted.

(2) In seeking greater affordability, it is recommended that particular emphasis be
given to students in Ohio's access institutions.  The Access Challenge described below is
designed to target resources at reducing the student share of costs for students enrolled
in the General Studies models at Ohio's access institutions, especially at two-year
institutions.  To fully achieve parity for students enrolled in General Studies models at
two-year and other identified access campuses, that is, to provide additional state
funding so that students enrolled in General Studies models at these institutions pay the
same share of costs as undergraduate students in the system as a whole, will likely
require additional funding at the levels contained in the Access Challenge proposal for
the next four to five biennia.  The Commission recommends that these increased funding
levels be supported in future biennia by the state of Ohio to achieve this goal.

Quality.  Through a strong emphasis on performance, the new core funding stresses the
importance of quality for each institution.  Ohio is a pioneer in the development of performance
funding through the nine service expectations for two-year institutions, and the programs within
the new corefunding focus on the importance of colleges and universities achieving
extraordinary performance.

Continuous Communication.  For the first time, higher education leadership has reached
accord in establishing future priorities.  It is recommended that the Funding Commission
continue its dialogue to assure that higher education stays on course in fulfilling the overall
goals and implementing the new funding structure.
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IV.  Overview:  Higher Education Core Funding

A. Enrollment-driven Instructional Subsidy: Recognizing Growth and Stability (Includes
Inflationary Adjustment per FTE)
1.  Current method modified to change enrollment funding to a two year or a five year
moving average whichever is higher (including all terms counting).
2.  An inflationary adjustment is included.
3.  As is currently the case, funds received from community college local levies will not
offset funds that would normally be provided by the state.

In addition, the Commission recognizes the important contributions made through
local support for higher education, and recommends that Ohio identify and
promote changes, including statutory ones, that encourage citizens to support
higher education at the local level, particularly through the adoption of local levies
designed to increase access through lower fees.

4.  Current guarantees of state subsidy funding at a 3% increase are replaced by a hold
harmless policy; no institution shall receive less funding than it received the previous year.
Due to inflation, this has the effect of a gradual reduction in state support if enrollments
do not grow.

B.  Mission-driven Performance Subsidy: Recognizing Significant Campus
Contributions Beyond Enrollments

Although improved access through an enrollment-driven instructional subsidy is a critical
goal, it is not the only goal the state of Ohio should support.  Significant contributions to
state goals by campuses whose mission involves other worthwhile activities should also be
supported.

Access and Success Challenge

1  Access Challenge  For two-year colleges and Central State University, Shawnee State
University, and separately identifiable urban university CommTechs, funds are provided as an
incentive to restrain tuition.  This approach should be viewed as an alternative to the proposed
change in the instructional subsidy formula to lower the General Studies fee assumption as it
allows reallocation to be focused on specific institutions, not spread across all institutions.  The
two-year campuses plan to use approximately one-half of the funds allocated for this purpose to
restrain tuition.

2.  Academic Success Challenge. As an incentive to encourage institutions to prepare at
risk students to meet the academic standards leading to graduation, funding would be provided to
campuses based on number of graduates (weighted by level of study) deemed to be at-risk.  The
proposal would recognize the multidimensional nature of what an "at-risk" student is, including
poverty, geography, academic deficiencies, and perhaps high school of origin.  In initial years of
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implementation, the target population would probably be certificate and degree completers who
received need-based federal or state student financial aid.

3.  School Success Challenge  A categorical and competitive grant program for
collaborative arrangements between school districts and colleges and universities that are judged
to be particularly promising in increasing high school graduation rates, college attendance rates,
improving teacher or superintendent training, improving implementation of technology, or
achieving other educational goals.  Priority should be given to less affluent school districts.

Economic Development Challenge

1.  Jobs and Economic Development Challenge..  An incentive for: (a) campuses to
improve business competitiveness through increases in job-training efforts.  Funds would be
allocated on a performance basis to campuses in proportion to the amount of noncredit job
training for which clients have been willing to pay; and (b) universities to develop research
competitiveness in fields that are State priorities with funds allocated on a performance basis to
universities in proportion to the amount of contracted services for both basic and applied
research.

In order to ensure and protect Ohio's research competitiveness, Research Challenge will
continue as a separate line item.

2.  Information Technology Challenge.  A categorical and competitive grant program for
technology initiatives that focus on enhancing the learning process and that hold promise of
success in addressing critical needs in serving students and achieving greater access by technology
acquisition, faculty and staff training, and technology applications.

Performance/Accountability Challenge

1.  Funding in the first year of the biennium supports expansion of the evolving two-year
college performance program for service expectations.

2.  Funding in the second year of the biennium supports a university performance funding
program that (a) connects with the statewide master plan and (b) recognizes mission-specific
goals and focuses on quality of primary educational purposes.  The details of the university
performance funding program will be developed within the next six months.

3.  Performance funding allocations should be based on achieving extraordinary
performance levels.

4.  Mission-specific tuition increase proposals are submitted for each institution for the
biennium with proposed tuition caps based on certain levels of state funding.

5.  An accountability reporting system would be developed focusing on educational
processes and outcomes, including, where appropriate, post-educational employment outcomes
and advanced educational achievement.

6.  The Commission recommends that the Governor and the General Assembly support a
review of Ohio's workforce training delivery system, including the economic development
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approaches in other states, in order to more fully utilize the capacity and contributions of Ohio's
colleges and universities.

7.  A mechanism to promote best practices related to technology, re-engineenng, and
faculty development should be implemented.

IV. Financial Impact of Proposals

State Funds. The Commission recommends an annual increase in state support of 7% to
8% per year for the FY 1997-FY 1999 biennium.  This increase would permit the full funding of
the recommendations made here, and would help maintain continuing higher education
programs.

Attachment A provides a one page summary for the state funding request.

Attachment B provides a one page summary of the estimated financial effect of the
proposed challenge increases for each sector.  The proposed percentage increases are greater for
the two-year sector than the four-year sector reflecting the affordability priority.  It is
recommended that the relative proportion of funding as noted on this attachment be maintained
for the biennium irrespective of funding levels.

VI.  Tuition and Fees

The overall recommendations include, for the first time, both state funds and proposals for
tuition and fee increases.  In moving toward a more mission-sensitive and mission differentiated
tuition policy, a general tuition cap of 5.5% is proposed, with the following important
observations:

• The average tuition increase for most two-year campuses will be lower than 5.5%,
because one-half of the funding in the Access Challenge line will be used to restrain
tuition on these campuses.

• The general 5.5% increase includes a base increase of 3.5%, plus an additional
increase of up to 2% only if approved and earmarked by the college and university
Board of Trustees for:

Student Financial Aid
Legal Mandates
Technology Improvements, or
Direct Services to Students

• The proposed cap reflects the annual average for the biennium and may be allocated
differentially between the two years at the institution's discretion.
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• Within the limits established by successive budget bills, university boards of trustees
have established tuition policies that reflect the needs and desires of their students.
Some universities, especially those with significant residential missions, have
established fees that are significantly higher than the norm, to finance heightened
levels of service.  Others, especially those principally serving commuters, have often
raised fees less than the law allowed.  The Commission recommends that the state's
tuition policy further encourage this pattern of differentiation in tuition increases
between residential and commuter campuses.

If the recommendations are fully funded, it is anticipated that the average annual tuition
increase for in-state undergraduates in all institutions will be appreciably lower than 5.5%.

This proposed tuition policy is fundamentally linked to increases in levels of state support
recommended here.  The tuition policy would be revised should state support be significantly
higher or lower than what is proposed here.

VII.  Final Observations

In conclusion, in making these recommendations the Commission recognizes that:

(1)  This proposal signals a paradigm shift in higher education funding from an enrollment-
driven system to one that totally integrates enrollment-based subsidy, performance based subsidy,
and tuition policy.  This package should be viewed as the new core funding for higher education,
with the various elements rising or falling together as overall state funding for higher education
rises or falls.

(2)  Higher education must make a persuasive case for additional funding and
will only be effective if it speaks with one voice.

(3)   Higher education must recognize financial realities in its funding requests
with reasonable annual state funding increases of 7 to 8 percent for the next biennium.  At the
same time, significant program needs that are essential for Ohio's future have been identified, and
further funding progress for higher education is needed in future biennia.

(4)  Ohio's policies should continue to promote institutional autonomy and flexibility in
decision-making.

(5)  The Commission recommends that the State allocate any savings that may accrue
from the new capital policy through reduction in construction, reduction in interest rates,
retirement of indebtedness, or other savings, to higher education to achieve these important
Higher Education Funding Commission goals.
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11-15-96 Attachment A
EDUCATION FOR THE FUTURE

1998-99 Biennium Proposal for Additional Higher Education Core Funding
(Dollars represent amounts over current FY 1997 levels.)

FY 98 FY 99
1. Enrollment-Driven Instruction Subsidy $ $

Current method modified to change enrollment funding
and transition out of "guarantees" while assuring stability

2. Mission-Driven Performance Subsidy

Access and Success Challenges
Access Challenge $15,000,000 $16,000,000
Incentives to minimize fee increases, or reduce fees
and encourage more students to enroll

Success Challenge $5,000,000 $10,000,000
Incentives to graduate more at-risk students

School Challenge $4,500,000 $ 6,500,000
Collaborative arrangements between school districts
and colleges and universities.

Economic Development Challenge
Economic Development Challenge
Jobs Challenge: An incentive for two-year institutions $1,500,000 $ 1,750,000

to increase job-training;
Research Challenge: An incentive for universities to

develop basic and applied research competitiveness
in fields that are State priorities $4,500,000 $ 5,250,000

Information Technology $ 8,000,000 $16,000,000
Competitive grants to increase technology applications
for instructional purposes.

Performance/Accountability Challenge
Performance Challenge $ 2,000,000 $17,000,000
An incentive for two-year institutions and
universities to achieve extraordinary
performance levels

Tuition Caps
Total Increase from FY 1997 $40,500,000 $72,500,000
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11-15-96 Attachment B

EDUCATION FOR THE FUTURE
Estimated Allocation by Sector and by Total

Funding Increases: Access & Success, Economic Development, and Performance/Accountability Challenges
1998-1999

University Main University Community Technical
Campuses- Regional Colleges Colleges Total $

Current Allocation 78.4% 4.9% 12.8% 3.8% --
(FY96 Enrollment

Subsidy)%

Share of Challenge Program
Funding that Can Be Estimated
at This Time* 55.0% 10.5% 27.3% 7.1% --

Estimated Allocated
Challenge Dollars* $27,507,000 $5,256,000 $13,670,000 $3,567,000 $50,000,000

As a Percent of Enrollment-
Based Subsidy 2.54% 7.75% 7.73% 6.77%

Other Challenge Fundine, Not Yet Allocated by Sector
Information Technology Challenge $16,000000
School Challenge........................ $ 6,500,000

Grand Total......................... $72,500,000

*Does not include amounts for competitive Technology or Schools Challenge programs, the distribution of which cannot be estimated at this time.
n:\rp\hefcom\finrec.96
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