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1996-97 Biennial Budget

AGENCY: Higher Education Coordinating Board
(Continuation)

Some research shows that students who participate in a campus work program tend to remain
enrolled instead of dropping out and, therefore, complete their degrees more quickly than students
who work off campus. The State Work Study Program allows students to work on campus and
become more involved with their education. It also allows students to continue their education
without borrowing an excessive amount of money.

Federal/State Risk Sharing

The federal government is encouraging states to make defaults an issue in state licensing and
governing decisions by requiring states to share the costs of student loan defaults. To remain eligible
for federal Title IV student aid funds, states will need to pay a risk sharing fee beginning in F.Y.
1996. The fee will be based on the volume of federal educational loan defaults associated with
institutions that have a cohort default rate greater than 20%. Based on preliminary data, staff
estimate that Minnesota’s risk sharing fee will be $30,000in F.Y. 1996 and $60,000 in F.Y. 1997.

MINITEX
The board recommends an increase in the funding for MINITEX of $450,000 in F.Y. 1996 and
$510,000in F.Y. 1997.

The request for additional funding consists of 4 areas of MINITEX activities: 1) The major portion
of the requested amount, $325,000 in F.Y. 1996 and $360,000 in F.Y. 1997, will be targeted to ex-
tend the use of information and telecommunications technologies to improve resource sharing and
to position library resources to support the state’s parallel initiatives to establish a distance delivery
network for education. The proposal targets $300,000 per fiscal year to assure continuation and
development of licensing agreements and access developed in the last biennium. $25,000 in
F.Y. 1996 and $60,000 in F.Y. 1997 are targeted for the purchase of equipment and extension of
leased subscriptions to make government documents and newspapers available online to academic
and state agency libraries. 2) Demand for MINITEX services has grown substantially over the years
and thereby held down otherwise required expenses by the state’s many academic, public, and
participating private libraries through the sharing of common resources. This request of $45,000 for
each year will be targeted to absorb the projected 9.7 % increase in consumer demand for document
delivery. 3) A pilot project initiated during 1994-95 to use scanning technologies for sharing
material has proven successful for 3 sites. $30,000 in F.Y. 1996 and $55,000 in F.Y. 1997 will be
targeted to expand the pilot test to 11 sites around the state. 4) $50,000 for each year is required to
provide training to staff from participating libraries. One of the issues facing MINITEX is how to
minimize the amount of work (and rework) that MINITEX staff must do in handling document
delivery requests. These funds will provide training to staff members at participating libraries so that
they can use MINITEX processes and electronic data bases and technologies more effectively to
minimize both the number of documents requested and problems in the requests made.

Student/Parent Information

The board is recommending $280,000 per year to expand and target information to students and
parents about post-high school opportunities and how to plan for them. Specific emphasis will be
placed on needs of families of color, low income families, and families with no post-secondary
education experience. The board proposes to fund the initiative from 2 sources:

8 internal reallocation of $130,000 per year; and
B pew funding of $150,000 per year.

The request is based on 2 research studies, one of which concluded that families from communities
of color and families with low incomes are in serious need of accurate information, and that when
they do receive the information, they lack the tools necessary to interpret it.

GOVERNOR’S RECOMMENDATION:

The Govemnor’s budget recommends adoption of the Agency’s reallocation plan to meet the
appropriations limit required by 1993 law, and provides additional appropriations of $8,269,000 over
the biennium. These appropriations are targeted to maintain need-based financial assistance for
undergraduate students; to strengthen programs aimed at increasing post-secondary participation
among minority and low income students, and to cover increased demand by colleges and
universities for the MINITEX inter-library loan program.

While the Governor agrees with the conclusion of the Financial Aid Task Force that taxpayer
investments in higher education be targeted more to students from low income families, state budget
constraints do not permit funding of HECB’s initiative to implement the Task Force’s recommenda-
tions. The Governor’s budget maintains funding at F.Y. 1995 levels for the State Work Study and
Child Care Grant programs, and recommends an increase in appropriations for the State Grant
Program of $7,434,000 over the biennium.

The State Grant Program budget will cover annual tuition and fee increases of up to 3%, and allow
a 3% adjustment in the allowance for miscellaneous and living expenses in F.Y. 1995 for students
attending a public college or university. In the event that tuition and fees at public institutions
increase by more than the 3% which has been budgeted, the Governor recommends that the public
higher education systems be required to pay for the additional cost of grants awarded to their
students.

The Governor concurs with HECB’s recommendation to replace the current method of capping state
grant assistance to students attending private institutions with the concept of 2 maximum award. The
Governor’s budget provides for maximum state grant awards of $5,889 for students attending 4-year
colleges and universities, and $5,007 for students attending 2-year institutions. These awards equal
the maximum amount of state and federal aid awarded in F.Y. 1995 to students attending private
institutions. Because of state budget constraints, the Governor does not recommend an inflation
adjustment in the maximum awards.

The Governor’s budget also includes funding for initiatives aimed at increasing participation in post-
secondary education among students from low income families and students of color. An
appropriation of $100,000 is provided in each year of the biennium to increase the Board’s efforts
at providing college-readiness information to families of color, low income, and first generation
college students and parents. This appropriation is also to expand the Board’s efforts at educating
parents about financial planning for college, including ways to promote saving for post-high school
education.

Finally, the Governor recommends an appropriation of $485,000 over the biennium to continue and
expand the Summer Scholarships for Academic Enrichment Program. The Governor recommends
that the appropriation for this Program, which has historically been included in the Education Aids
budget, be placed permanently in the budget of the Higher Education Coordinating Board.
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AGENCY: HIGHER ED COORD BD

1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1957

FY 1996
Est. © Agency Agency Governor Agency Agency Governor

PROGRAM RESOURCE ALLOCATION: FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
STUDNT FINANCIAL AID 98,925 109,809 114,316 111,472 130,820 114,534 111,472 149,750 116,389
STATE STUDNT LOAN 47,004 28,511 48,817 48,907 48,907 48,907 49,037 49,037 49,037
PLANNING & COORDINTN 5,598 8,522 11,620 11,027 11,627 11,146 11,035 11,695 11,146
AGENCY ADMINISTRATION 8,174 9,154 11,333 10,850 10,850 10,850 10,850 10,850 10,850
TOTAL EXPENDITURES BY PROGRAM 159,701 155,996 186,086 182,256 202,204 185,437 182,394 221,332 187,422
CURRENT SPENDING: 184,375 184,375 184,375 184,505 184,505 184,505
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:

GENERAL 101,238 113,765 121,628 117,720 137,668 120,927 117,720 156,658 122,782
HEALTH CARE ACCESS 59 488 707 797 797 797 927 927 927
SPECIAL REVENUE 38 31 38
STATUTORY APPROPRIATIONS:

SPECIAL REVENUE 88 110 148 174 174 148 182 182 148
FEDERAL 2,695 2,707 3,003 3,003 3,003 3,003 3,003 3,003 3,003
AGENCY 1,938 2,657 2,762 2,762 2,762 2,762 2,762 2,762 2,762
HECC LOAN 53,645 36,238 57,800 57,800 57,800 57,800 57,800 57,800 57,800
TOTAL FINANCING 159,701 155,996 186,086 182,256 202,204 185,437 182,394 221,332 187,422
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STATE OF MINNESOTA - DEPARTMENT OF FINANCE
BIENNIAL BUDGET SYSTEM - BASE RECONCILIATION REPORT

BY SEC SEQ
AGENCY: HIGHER ED COORD BD
ALL FUNDS GENERAL FUND OTHER STATE FUNDS FEDERAL FUNDS

F.Y.96 F.Y.97 F.Y.9% F.Y.97 F.Y.96 F.Y.97 F.Y.96 F.Y.97
F.Y.95 FUNDING LEVEL 186,086 186,086 121,628 - 121,628 61,455 61,455 3,003 3,003
BASE ADJUSTMENTS
BIENNIAL APPROPRIATIONS 1,101 1,231 1,011 1,011 90 220
APPROPRIATIONS CARRIED FWD <2,812> <2,812> <2,812> <2,812>
DOCUMENTED RENT/LEASE INC/DEC 2 2 2 2
ATTORNEY GENERAL COSTS <2> <2> . <2> <2>
SUBTOTAL BASE ADJ. <1,711> <1,581> <1,801> <1,801> 90 220
CURRENT SPENDING 184,375 186,505 119,827 119,827 61,545 61,675 32,003 3,003
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1996-97 Biennial Budget

PROGRAM: Student Financial Aid
AGENCY: Higher Education Coordinating Board (HECB)

PROGRAM DESCRIPTION:

Student financial aid programs exist to remove economic barriers to the pursuit of post-secondary
education for Minnesota residents.

The board believes that the funding recommendation for financial aid should be considered in the
context of the state’s overall funding policy for post-secondary education which includes funding to
the public systems and tuition revenue related to instructional cost. The state’s financial aid policy,
Shared Responsibility, is intended to help ensure equal educational opportunity for all Minnesota
residents to attend the institution of their choice, regardless of their economic status.

The primary foundation program is the State Grant Program. It is supplemented by the State Work
Study Program and several other targeted campus based programs.

These financial aid programs contribute directly to the Minnesota Milestone theme: Learning. Within
this theme, the board administers financial aid programs that assist in the achievement of the goal
that "Minnesotans will have the skills for lifelong learning and good citizenship.”

PROGRAM STATUS:

Student financial aid programs have helped Minnesota residents attend post-secondary institutions
by providing program funds to students demonstrating financial need. Such assistance helps to
remove economic barriers that would prevent such individuals from pursuing post-secondary
education at an institution that best meets their individual needs and career aspirations.

For the 1996-97 biennium, the objectives for student financial aid are:

® (o increase access to educational opportunities for Minnesota citizens by continuing to attempt
to equalize financial accessibility, regardless of the student’s ability to pay;

B to ensure that higher education tuition (less student financial aid) as a percentage of available
family income does not increase significantly, particularly for needy students; and

B to better target State Grant funds to the lowest income students.

PLANNED RESULTS:

To help ensure that all residents have an opportunity to pursue post-secondary education if they
choose, regardless of economic factors, the board is recommending an increase in the State Grant
Program. This increase would be caused primarily by a reduction in the assigned student share and
inflation funding for the Living and Miscellaneous Expense (LME) allowance.

In an attempt to provide high quality and timely services to Minnesota residents participating in
financial aid programs, the agency has implemented the principles of Total Quality Management

through the agency and will continue to automate processing procedures to enhance program
efficiency.

The board will continue to encourage the use of the decentralized delivery of State Grant awards to
students. Under this delivery method, the institution, rather than the agency, calculates individual
student awards. Currently, 100 institutions use decentralized delivery for State Grants, up from 45
2 years ago. The other financial aid programs use campus-based delivery systems to award program
monies to students (institutions receive program allocations according to varying formulas, and in
turn calculate individual student awards). Such delivery systems will ensure the most efficient and
effective method of program operation while providing better service to students.

In addition to the State Grant Program, other financial aid programs included in this program are:
Child Care Grants; Pre-Nursing Grants; Public Safety Officers Survivors; Interstate Tuition
Reciprocity; Work Study; Nursing Grants to Persons of Color; the RN and LPN Nursing Grants;
the Federal Paul Douglas Teacher Scholarship Program and the Youth Works Post Service Benefit
Program.

BUDGET AND REVENUE SUMMARY:
Summary of the Agency Plan is as follows:

B The Living and Miscellaneous Expense (LME) allowance used in the price of attendance to
calculate the State Grant was $4,115 in F.Y. 1994 and 1995. This allowance represents the 18th
percentile based on a board analysis of the Midwest student portion of a 1993 national survey of
student expenses. The board proposes an inflationary increase of 3% for each year of the
biennium.

& State Grant Student Share: The student share of the price of attendance was set at 50% in 1983.
As the price of attendance has increased over the past decade, so has the student share. Fifty
percent of the price of attendance may be too high for many students to finance. The board
believes that the student share should be lowered to 40% of the price of attendance by the end
of the biennium.

@ State Grant Family Share - The family share is currently determined by the Federal Need
Analysis. The board recommends that the family share be increased by a factor of 1.15 in the
second year of the biennium.

@ Maximum Award - The board recommends eliminating use of the private college tuition cap to
limit the amount of awards to students attending private institutions and instead using maximum
awards of $6,500 for students at private 4-year institutions and $5,500 for students at private 2-
year institutions by F.Y. 1997.

@ The board recommends increasing the funding for the Non-AFDC Child Care Program to $4
million per year and increasing the funding cap per child from $1,500 to $1,700. This will
amount to an annual increase of $460,000.

& The plans calls for the discontinuance of the Prenursing Grant Program, the Nursing Grant
Program for LPNs, and the Nursing Grant Program for RNs. If these programs are continued,
however, they should be consolidated into a comprehensive grant program that take all the needs
into consideration.
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1996-97 Biennial Budget

PROGRAM: Student Financial Aid
AGENCY: Higher Education Coordinating Board
(Continuation)

® The federal government is encouraging states to make loan defaults an issue in state licensing
and governing decisions by requiring states to share the costs of loan defaults. It is estimated
that Minnesota’s risk sharing fee will be $30,000in F.Y. 1996 and $60,000in F.Y. 1997.

B  The board recommends an increase in funding for State Work Study of $581,000in F.Y. 1996
and $1,281,000in F.Y. 1997. A strong Work Study Program is an important component of the
state’s overall financial aid effort. Both students and financial aid administrators indicated
support for increased funding. They cite several benefits to students, including expanded
learning opportunities and high rates of student retention. Financial aid administrators indicate
that they can use additional work study money. '

GOVERNOR’S RECOMMENDATION:

While the Governor agrees with the conclusion of the Financial Aid Task Force that taxpayer
investments in higher education be targeted more to students from low income families, state budget
constraints do not permit funding of HECB’s initiative to implement the Task Force’s recommenda-
tions. The Governor’s budget maintains funding at F.Y. 1995 levels for the State Work Study and
Child Care Grant programs, and recommends an increase in appropriations for the State Grant
‘Program of $7,434,000 over the biennium. ‘

The State Grant Program budget will cover annual tuition and fee increases of up to 3%, and allow
a 3% adjustment in the allowance for miscellaneous and living expensesin F.Y. 1996 for students
attending a public college or university. In the event that tuition and fees at public institutions
increase by more than the 3% which has been budgeted, the Governor recommends that the public
higher education systems be required to pay for the additional cost of grants awarded to their
students.

The Governor concurs with HECB’s recommendation to replace the current method of capping state
grant assistance to students attending private institutions with the concept of a maximum award. The
Governor’s budget provides for maximum state grant awards of $5,889 for students attending 4-year
colleges and universities, and $5,007 for students attending 2-year institutions. These awards equal
the maximum amount of state and federal aid awarded in F.Y. 1995 to students attending private
institutions. Because of state budget constraints, the Governor does not recommend an inflation
adjustment in the maximum awards.

The Governor recommends an appropriation of $485,000 over the biennium to continue and to
expand the Summer Scholarships for Academic Enrichment Program. The Governor recommends
that the appropriation for this Program, which has historically been included in the Education Aids
budget, be placed permanently in the budget of the Higher Education Coordinating Boaid.

The Governor also concurs with HECB’s recommendation to discontinue the Prenursing, LPN and
RN grant programs. A one-time appropriation of $60,000 is provided to cover the costs of the
federal student loan risk sharing fee.
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1996-1997 B IENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: STUDNT FINANCIAL AID
PY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
== Smmaax = == RS i SITSSSZSSS SS=SRSSSSSS SSSESERSSES
STATE GRANTS 88,505 97,840 100,934 97,853 116,620 100,915 97,853 134,850 102,770
INTERSTATE TUITION RECIPROCITY 3,657 3,061 4,039 4,500 4,500 4,500 4,500 4,500 4,500
STATE WORK STUDY 5,796 8,045 8,393 8,219 8,800 8,219 8,219 9,500 8,219
STUDENT ASSIST ADMIN 967 863 950 900 900 900 900 900 900
TOTAL EXPENDITURES BY ACTIVITY 98,925 109,809 114,316 111,472 130,820 114,534 111,472 149,750 116,389
CURRENT SPENDING: 113,607 113,607 113,607 113,607 113,607 113,607
AGENCY PLAN ITEMS: FUND
STATE GRANTS INITIATIVE GEN 18,277 2,827 36,477 4,607
CHILD CARE INITIATIVE GEN 460 460
FEDERAL RISK SHARING GEN 30 60 60
STATE WORK STUDY INITIATIVE GEN 581 1,281
SUMMER SCHOLARSHIPS GEN 235 250
PARENT INFORMATION INITIATIVE GEN <40> <40> <40> <40> <40> <40>
APPROPRIATION CAP REDUCTION, STUDENT ASSN ADMN GEN <10> <10> <10> <10> <10> <10>
APPROPRIATION CAP REDUCTION, RECIPROCITY GEN <550> <550> <550> <550> <550> <550>
APPROPRIATION CAP REDUCTION, PNRSG/YTHWKS/STATE GEN <1,497> <1,497> <1,497> <1,487> <1,497> <1,497>
RN & LPN LICENSING SR <38> <38> <38> <38> <38> <38>
TOTAL AGENCY PLAN ITEMS <2,135> 17,213 927 <2,135> 36,143 2,782
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 97,193 108,065 112,539 109,733 129,081 112,795 109,733 148,011 114,650
SPECIAL REVENUE 38 31 38
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 23 11 25 25 25 25 25 25 25
FEDERAL 1,671 1,702 1,714 1,714 1,714 1,714 1,714 1,714 1,714
TOTAL FINANCING 98,925 109,809 114,316 111,472 130,820 114,534 111,472 149,750 116,389
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1996-97 Biennial Budget
BUDGET ACTIVITY:  State Grants

PROGRAM: Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

The State Grant Activity provides financial aid for Minnesota residents attending Minnesota
post-secondary institutions in several categories.

1. State Grant Program - M.S. 136A.121

The program provides financial assistance to Minnesota undergraduate post-secondary students who
demonstrate financial need to obtain an education from a Minnesota institution of their choice.

Participation in this program is available to post-secondary students who attend institutions approved
by the board, meet eligibility requirements set by the legislature, and demonstrate financial need.

The following students are eligible to participate in the State Grant Program:

® Enrolled for at least 3 credits per term in a program or course of study that applies to a degree,
diploma, or certificate

U.S. citizen or permanent resident of the United States

Enrolled in an institution approved by the board’s executive director

Seventeen years of age or older or possess a high school degree or GED

Maintaining satisfactory progress as defined by the school and approved by the board during the
academic period covered by the award

Graduated from a Minnesota high school, or obtained a Minnesota GED, or dependentapplicant’s
parents resided in Minnesota when application was completed, or independent student resided in
Minnesota for 12 months for purposes other than education

The following students are not eligible to participate in the State Grant Program:

Graduate/professional students

Students who have obtained a baccalaureate degree

Students who have attended college for the equivalent of 4 full-time academic years

Students who defaulted on a student loan

Students who are more than 30 days in arrears for child support payment owed a public child
enforcement agency, unless a repayment plan for the past due amount is being complied with

@ Students who owe HECB for a State Grant overpayment

The State Grant award is based on a concept called Shared Responsibility, which assigns specific
responsibilities for paying attendance costs to students, parents, and the government.

The price of attendance consists of tuition and fees plus an allowance established by the legislature
for room and board, books, supplies and miscellaneous expenses. For students attending certain
private institutions, a cap is placed on the actual tuition and fees used in the calculation. The caps
are tied to the state’s cost of instruction at comparable public institutions, which is used in

appropriating funds to public institutions. The price of attendance for a full-time State Grant is based
on 15 credits per term and the price of attendance used to calculate the grant is reduced if the student
enrolis for fewer credits.

Students are required to contribute 50% of the price of attendance from savings, earnings, loans,
or other assistance from institutional or private sources. This 50% of the price of attendance is called
the Student Share. The remaining 50% of the price of attendance is the responsibility of parents if
the student is dependent; parents are expected to meet this obligation to the extent they are
financially able. If the student is independent, this portion is the responsibility of the student to the
extent he or she is financially able. Because families’ financial resources vary significantly, both
federal and state governments have established programs to assist those parents and students who
cannot contribute the full 50% of the remaining price of attendance. The State Grant program funds
the portion of the remaining 50% price of attendance that is not covered by a parent or student
contribution or the Federal Pell Grant program, with the minimum State Grant set at $100.

If the program is not fully funded, available funds are rationed by the board by (1) placing a
surcharge on the parental contribution; (2) increasing the Student Share; (3) a combination of (1)
and (2) as described in statute.

2. Non-AFDC Child Care Grant Program - M.S. 136A.125

The program provides financial assistance to students who have children 12 and under (14 and under
if handicapped), do not receive Aid to Families with Dependent Children, and who need child care
assistance in order to attend a eligible Minnesota post-secondary institution. Assistance may cover
up to 40 hours per eligible child. The board allocates program funds to eligible schools, which are
all public post-secondary schools and private, baccalaureate degree granting colleges and universities
and private, non-profit vocational institutions granting associate degrees located in Minnesota.

The maximum award is $1,500 per eligible child per year. The award calculation is based on family
income, number of eligible children, and level of enrollment. The campus financial aid administrator
uses a chart that shows the amount of grants based on these factors.

To be eligible to participate in the program, a recipient must:

B be a resident of Minnesota

B have a child 12 years or younger, or 14 years of age or younger who is handicapped as defined
in M.S. 120.03 and receiving care on a regular basis

B not have earned a baccalaureate degree or have completed the equivalent of 4 academic years of

post-secondary education

be pursuing a nonsectarian program or course of study that applies to an undergraduate degree,

diploma, or certificate

be enrolled for at least 8 credits per term

be making satisfactory academic progress as determined by the school and approved by the board

not be a recipient of AFDC (aid to families of dependent children)

meet the program’s income guidelines

not be receiving tuition reciprocity

not be in default of any educational loan, or, if in default, have made satisfactory arrangements

to repay the loan with the holder of the note.
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1996-97 Biennial Budget

BUDGET ACTIVITY:  State Grants
PROGRAM:  Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)
(Continuation)

3. Pre-Nursing Grant Program, RN Nursing Grant, LPN Nursing Grant, Public Safety
Officers’ Survivor Grant, Nursing Grants for Persons of Color, Youth Works Post Service
Benefits
M.S. 136A.1351;136A.1352
M.S. 136A.121,136A.1354
M.S. 136A.121,136A.1353
M.S. 136A.121
M.S. 299A.41-299A .45
M.S. 136A.1358

The programs promote educational opportunities for specific groups of Minnesota residents and use
financial incentives to promote work opportunities in Greater Minnesota by providing financial
assistance for post-secondary education for special populations.

The Pre-Nursing Grant program provides financial assistance for Minnesota residents who have no
previous nursing training or education, are enrolled in an RN or LPN program, agree to practice
for 3 of the first 5 years following licensure in a designated rural area, and demonstrate financial
need based on criteria used in the State Grant Program. The minimum award is $100.

The RN and LPN Nursing Grant programs provide financial assistance to LPNs who are enrolled
in a program that leads to licensure as an RN, and to RNs who are enrolled in a baccalaureate or
master’s degree program of nursing. Each program has a minimum award of $500 and a maximum
of $2,500. Financial need is determined by the institution. The funding for these grants comes from
fees, obtained from RN and LPN license renewals.

The Nursing Grant Program for Persons of Color provides financial assistance to students who are
persons of color pursuing an educational program that leads to licensure as a registered nurse. Grants
are $2,500 per year. Recipients agree to practice in Minnesota for at least 3 years following
licensure. Board staff, in consultation with the nursing community, have discussed some changes to
the program that could improve participation by the target population of this program.

Dependent children less than 23 years old and the surviving spouse of a public safety officer killed
in the line of duty on or after 1-1-73, are eligible to receive financial assistance for post-secondary
education from the Safety Officers’ Survivor Grant Program. The applicant must be enrolled in an
undergraduate or certificate program at a Minnesota post-secondary institution. The amount of the
award at a public school is the actual tuition and fee charges. At a private school, the tuition and
fees are capped if they exceed the highest tuition and fees charged by a public school.

The Youth Works Post Service Benefits was meant to fund benefits earned by students who perform
community service. The amount of funds needed will depend on the number of students who
complete the required service each year and the number of students who request the benefits each
year. The amount appropriated for F.Y. 1993 and 1994 was $100,000 each year.

BUDGET ISSUES:

& In order to deliver the same level of service, it is anticipated that funding needs for the
F.Y. 1996-97 State Grant Program will increase due to several changes affecting the program,
as described under "Planned Results’ for the Student Financial Aid Program. In addition to the
factors outlined in that section, inflationary increases in tuition and fees and living expenses
would also drive up program costs.

B8 In addition, the board proposes the following changes to the State Grant Program.

a. Living and Miscellaneous Expense-The Living and Miscellaneous Expense (LME) allowance
used in the price of attendance to calculate the State Grant was $4,115 in F.Y. 1994 and
1995. This allowance represents the 18th percentile based on a board analysis of the Midwest
student portion of a 1993 national survey of student expenses. The board recommends an
inflationary increase in each year of the 1996-97 biennium. Despite recent improvements, the
current expense allowance has not kept up with inflation and remains frugal. An increase in
the LME would increase State Grant funding.

b. Student Share-The student share of the price of attendance was set at 50% in 1983. As the
price of attendance has increased over the past decade, so has the student share. At this point
in time, 50% of the price of attendance may be too high for many students to finance. The
board supports the recommendation of the Financial Aid Task Force and recommends that
the student share drop to 40% by the end of the biennium in order to better target grants to
the lowest income students.

c. The Family Share-The family share is currently determined by the Federal Need Analysis.
The board recommends that the family share be increased by a factor of 1.15 by the end of
the biennium.

d. Maximum Award-The board recommends eliminating use of the private tuition cap to limit
the amount of awards to students attending private institutions and instead using maximum
awards of $6,500 for students at private 4-year institutions and $5,500 for students at private
2-year institations in F.Y. 1997.

® Three nursing grant programs (Pre-Nursing, RN and LPN grants) do not appear to be meeting
their policy objectives because of limited participation by licensed practical nurses and registered
nurses in the voluntary fee approach and changes in the nursing needs throughout the state. The
board recommends discontinuance of these 3 programs. The nursing community believes that a
consolidated nursing grant program is warranted to improve program effectiveness and to better
meet the nursing needs of the state. However, sufficient financial resources would have to be
budgeted to this consolidated program to make it worthwhile.

& The board recommends increasing the funding for the Non-AFDC Child Care Program to $4
million per year - - an increase of $460,000 for each year of the biennium. This will not cover
all the expressed needs, but is an amount that the board feels is justifiable in this period of
constrained resources.

& The federal government is encouraging states to make defaults an issue in state licensing and
governing decisions by requiring states to share the costs of student loan defaults. To remain
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1996-97 Biennial Budget

BUDGET ACTIVITY: State Grants
PROGRAM:  Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)
(Continuation)

eligible for federal Title IV student aid funds, which includes the State Student Incentive
Grant (SSIG) and Pell Grant programs, states will need to pay a risk sharing fee beginning in
F.Y. 1996. The fee will be based on the volume of federal educational loan defaults associated
with institutions that have a cohort default rate greater than 20 % . Based on preliminary data, staff
estimate that Minnesota’s risk sharing fee will be $30,000 in F.Y. 1996 and $60,000 in
F.Y. 1997.

Increases in funding for the other programs in this section are not anticipated.
REVENUE:
This activity generates dedicated and non-dedicated revenue.

Dollars in Thousands
F.Y. 1993 F.Y. 1994 F.Y.1995 F.Y. 1996 F.Y. 1997

Type of Revenue:

Non-dedicated - Gen’l $146 $684 $100 $100 $100

Dedicated - Special 0 31 38 38 38

Dedicated - Federal 1,399 1,409 1,400 1,400 1,400
Total $1,545 $2,124 $1,538 $1,538 $1,538

GOVERNOR’S RECOMMENDATION:

The Governor’s budget maintains funding at F.Y. 1996 levels for the State Work Study and Child
Care Grant programs, and recommends an increase in appropriations for the State Grant Program
of $7,434,000 over the biennium.

The State Grant Program budget will cover annual tuition and fee increases of up to 3%, and allow
a 3% adjustment in the allowance for miscellaneous and living expenses in F.Y. 1996 for students
attending a public college or university. In the event that tuition and fees at public institutions
increase by more than the 3% which has been budgeted, the Governor recommends that the public
higher education systems be required to pay for the additional cost of grants awarded to their
students.

The Governor concurs with HECB’s recommendation to replace the current method of capping state
grant assistance to students attending private institutions with the concept of a maximum award. The
Govemnor’s budget provides for maximum state grant awards of $5,889 for students attending 4-year
colleges and universities, and $5,007 for students attending 2-year institutions. These awards equal
the maximum amount of state and federal aid awarded in F.Y. 1995 to students attending private
institutions. Because of state budget constraints, the Governor does not recommend an inflation
adjustment in the maximum awards.

The Governor recommends an appropriation of $485,000 over the biennium to continue and to
expand the Summer Scholarships for Academic Enrichment Program. The Governor recommends
that the appropriation for this Program, which has historically been included in the Education Aids
budget, be placed permanently in the budget of the Higher Education Coordinating Board.

The Govemor also concurs with HECB’s recommendation to discontinue the 3 nursing grant

programs. A one-time appropriation of $60,000 is provided to cover the costs of the federal student
loan risk sharing fee.
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1996-1997 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: STUDNT FINANCIAL AID
ACTIVITY: STATE GRANTS
FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
scemsczso===s== ==== ==a=ss==s=== = z=== ===zc=====x =zs=====z= ===
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 15 15 18 18 18 18 18 18 18
EXPENSES/CONTRACTUAL SRVCS 4 10 10 10 10 10 10 10
MISC OPERATING EXPENSES 1 1 2 2 2 2 2 2 2
SUBTOTAL STATE OPERATIONS 20 16 30 30 30 30 30 30 30
AIDS TO INDIVIDUALS 88,485 97,724 100,804 97,723 116,490 100,785 97,723 134,720 102,640
LOCAL ASSISTANCE 100 100 100 100 100 100 100 100
TOTAL EXPENDITURES 88,505 97,840 100,934 97,853 116,620 100,915 97,853 134,850 102,770
CURRENT SPENDING: 99,388 99,388 99,388 99,388 99,388 99,388
AGENCY PLAN ITEMS: FUND
STATE GRANTS INITIATIVE GEN 18,277 2,827 36,477 4,607
CHILD CARE INITIATIVE GEN 460 460
FEDERAL RISK SHARING GEN 30 60 60
SUMMER SCHOLARSHIPS GEN 235 250
APPROPRIATION CAP REDUCTION, PNRSG/YTHWKS/STATE GEN <1,497> <1,497> <1,497> <1,497> <1,497> <1,497>
RN & LPN LICENSING SR <38> <38> <38> <38> <38> <38>
TOTAL AGENCY PLAN ITEMS <1,535> 17,232 1,527 <1,535> 35,462 3,382
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 87,068 96,400 99,496 96,453 115,220 99,515 96,453 133,450 101,370
SPECIAL REVENUE 38 31 38
STATUTORY APPROPRIATIONS:
FEDERAL 1,399 1,409 1,400 1,400 1,400 1,400 1,400 1,400 1,400
TOTAL FINANCING 88,505 97,840 100,934 97,853 116,620 100,915 97,853 134,850 102,770
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM:  Student Financial Aid
ACTIVITY: State Grants

ITEM TITLE: Targeting State Grants to Lower Income Students

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
Expenditures: ($000s)
General Fund
- State Operations $18,277 $36,477 $36,477 $36,477
Revenues: ($000s)
General Fund $-0- $-0- $-0- ~ $0-

Statutory Change? Yes _ X No
If yes, statutes(s) affected: 136A.121

RATIONALE
The 1993 Legislature created a Financial Aid Task Force to:

Study and make recommendations on Minnesota’s system of financial aid, focusing particularly on
the State Grant Program. The purpose of the task force was to evaluate state financial aid policy,
examine alternative policies, and recommend changes to the legislature. The task force shall consider
current resource constraints among other factors.

The Task Force recommended that more of the investment taxpayers make through Minnesota State
Grants be targeted to students from low-income families. To accomplish this, the Task Force
recommended lowering the assigned student responsibility and increasing the assigned family
responsibility. In addition, the Task Force recommended dropping the private institution tuition cap
concept and using a maximum award concept.

Incorporating recommendations of the Financial Aid Task Force in the board’s biennial budget
request will help better target State Grant aid to students from low income families and reduce
economic barriers to post-secondary education. Using the maximum award concept will focus debate
on the central policy issue--the maximum amount of taxpayer investment to be made to the "lowest"
income students attending private institutions. Adjusting the Iiving and miscellaneous expense
allowance will prevent students from falling farther behind in paying for these post-secondary
education expenses.

Based on a review of trends in financing Minnesota post-secondary education, recent trends in
student aid funding, the Design for Shared Responsibility, and proposals of the Financial Aid Task
Force, the board recommends:

B  State Grant funding be increased from the adjusted base in F.Y. 1996 of $94.0 million (includes
$92.6 million in state appropriations and $1.4 million in federal matching funds) to $112.3
million F.Y. 1996 and $130.5 million in F.Y. 1997 (including federal State Student Incentive
Grant matching funds). The proposal is based on the following:

-- inflationary increase in Living and Miscellaneous Expense allowance of 3% per year in both
F.Y. 1996 and F.Y. 1997;
-- adoption of central proposals of the Financial Aid Task Force, which include:

= reduction in the Assigned Student Responsibility of the price of attendance from the
current 50% to 45% in F.Y. 1996 and 40% in F.Y. 1997.

® increase in the Assigned Family Responsibility based on a standard percentage adjustment
to the result of the Federal Need Analysis (the result of the Need Analysis would be
increased by a factor of 15% in F.Y. 1997). No adjustment would be needed in F.Y.
1996 because 1995 changes in the Federal Need Analysis accomplish the same effects as
increasing the Assigned Family Responsibility.

Elimination of the use of private college tuition caps to limit the amount of awards to
students attending private institutions and instead using maximum awards (36,500 for
students attending private 4-year institutions and $5,500 for students attending private 2-
year institutions in F.Y. 1997 at an Assigned Student Responsibility of 40%. The
maximum would be $5,958 and $5,042 in F.Y. 1996 with an Assigned Student Re-
sponsibility of 45%. The current maximums are $5,889 and $5,007).

-- tuition and fee increase of 3% per year in public institutions (State Grant appropriation
typically is adjusted based on actual tuition increases proposed by governor and budgets
adopted by legislature).

-- change in maximum federal Pell Grant from the current $2,300 to $2,340 (this reduces state
funding requirements by $3.1 million over the biennium).

PROGRAM OUTCOMES:

These recommendations will target more taxpayer investment to lower income students, those who
can least afford to pay for their post-secondary education. By doing this, the lower income students’
chances of successful completion of their post-secondary education will be significantly increased,
as they will have more time to spend on their post-secondary education, work less and have less debt
when they complete their education. Their education will allow them to get better jobs and contribute
more to the economic and social structure of their communities.

LONG-TERM IMPACT:

This funding level will continue into the future, but will be changed by other variables in the state
grant formula such as inflation, tuition, economic conditions, Pell grant funding and changes to the
Federal Needs Analysis. These funding levels will allow students to complete their education faster,
thereby allowing them to become contributing taxpayers rather than continuing to receive financial
assistance.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM:  Student Financial Aid
ACTIVITY: State Grants

ITEM TITLE: Targeting State Grants to Lower Income Students
(Continuation)

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation to the Minnesota State Grant Program of $96,630,000
in F.Y. 1996 and $98,410,000in F.Y. 1997. State budget constraints do not permit full funding of
the Coordinating Board’s request.

This appropriation will accommodate a 3% annual increase in the tuition and fee allowance used to
calculate state grant awards for students attending the University of Minnesota or an institution
within the Minnesota State College and University system. It will also fund a 3% increase in the
Living and Miscellaneous Expense Allowance in F.Y. 1996.

If actual tuition and fees for state grant recipients attending either of the public higher education
systems increase at a rate greater than 3% per year, then the associated increase in State Grant
expenditures will be assessed against the operating budget of the higher education system which the
grant recipient attends.

The Governor concurs with the Coordinating Board’s recommendation that maximum awards be
established for grants to students attending private 4- and 2-year institutions. The Governor’s budget
sets the maximum award at $5,889 for students attending 4-year colleges and universities, and
$5,007 for students attending 2-year institutions in each year of the F.Y. 1996-97 biennium.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM:  Student Financial Aid
ACTIVITY: State Grants

ITEM TITLE: Non AFDC Child Care

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y, 1997 - F.Y. 1998 F.Y.1

Expenditures: (§000s)

General Fund

- State Operations .

- Grants $460 $460 $460 $460
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No _X
If yes, statutes(s) affected:

RATIONALE

The 1987 legislature appropriated $26 million for child care to the Department of Human Services
for the 1988-89 biennium in 4 categories, one of which was Non-AFDC priority ($2.1 million).
This category was to assist post-secondary students who are parents with child care expenses.
Funds were provided to students through county Human Services departments. This approach was
cumbersome and difficult for students and student aid administrators. The student first would go
to the financial aid office and then be referred to the county. Some counties were reluctant to
participate, and others did not release funds until after the start of the school year.

Given growing concerns about the program and the needs for increased child care assistance, the
higher education community identified this as a possible joint system and HECB initiative for the
1989 legislative session. The 1989 legislature established a new Non-AFDC Child Care Grant
Program and assigned the board responsibility for its administration, rather than the counties. The
legislation reflected a compromise established between higher education representatives and the
executive branch, including the Department of Human Services.

Prior to 7-1-94, campus financial aid administrators subtracted a sliding fee copayment from the
applicant student’s child care expenses. The administrator then awarded a child care grant to cover
remaining child care expenses. Award amounts were not capped. Students were served on a first
come, first served basis until the money ran out.

The 1994 legislature capped the child care award amount at $1,500 per child in order to serve
more students with child care assistance. The board was instructed to prepare an award chart. The

board staff prepared the award chart based on the $1,500 per child award cap. The change took
effect July 1, 1994. The board is recommending that the award cap be increased to $1,700 per
child in F.Y. 1996 and F.Y. 1997.

Although this increase will not fully fund the need for child care assistance on campuses, it was
determined by the board to be a realistic request given the current economic conditions.

PROGRAM QUTCOMES:
This initiative maintains and improves access to higher education for those students who need help

with their child care expenses. While the 1994 legislative changes reduced the child care award
for some students, the changes increased the number of students who benefit from this program.

LONG-TERM IMPACT:

The requested increase in funds will increase access to post-secondary education for students who
need help with child care expenses in order to attend.

GOVERNOR’S RECOMMENDATION:

The Governor does not concur with the agency’s request. Because of budget constraints, the ap-
propriation will be maintained at its F.Y. 1995 level.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM:  Student Financial Aid
ACTIVITY: State Grants

ITEM TITLE: Federal/State Risk Sharing

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999

Expenditures: ($000s)

General Fund

- State Operations $30 $60 $120 $120
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes Ne _ X

If yes, statutes(s) affected:

RATIONAL:

The 1992 amendments to the Higher Education Act provided the U.S. Department of Education
with more tools for managing its loan programs. One of the tools was the concept of sharing the
risks involved in guaranteed student loans between federal and state governments. Under this
concept, the federal government picks up all defaults on institutions with default rates below 20%.
Under risk sharing, part of the cost of defaults on institutions whose default rate exceeds 20% will
be picked up by the federal government and the remainder will be charged back to the states as a
fee for institutions in the state to participate in federal Title IV programs in the following year.

The state payment is computed as follows:

A. New loan dollar volume for all institutions in the state for the current fiscal year is multiplied
by 12.5% in F.Y. 1995, 20% in F.Y. 1996, and 50% in F.Y. 1997.

B. For each institution with a cohort default rate over 20%, the dollar amount by which default-
ed loans exceed 20% is determined. The numerator in this step is the sum of those amounts
for each institution. The amounts in this step are for the fiscal year used for the calculation of
the cohort default rate.

The denominator is the total amount of loans to students at all institutions in the state entering
repayment in that year. The amounts in this step are for the fiscal year used for the calculation of
the cohort default rate.

C. The amount from step A is multiplied by the amount from step B.
D. The result is the risk sharing fee the state is to pay the federal government.

It is anticipated that Minnesota’s risk sharing obligation will be $30,000 in F.Y. 1996, $60,000 in
F.Y. 1997, and $120,000 in F.Y. 1998 based on the current estimates.

PROGRAM OUTCOMES:

The federal government is encouraging states to make defaults an issue in state licensing and
governing decisions by requiring states to share the costs of student loan defaults. To remain
eligible for federal Title IV student aid funds, states will need to pay a risk sharing fee beginning
in F.Y. 1996. The fee will be based on the volume of federal educational loan defaults associated
with institutions that have a cohort default rate greater than 20%. Based on preliminary data, staff
estimate that Minnesota’s risk sharing fee will be $30,000 in F.Y. 1996 and $60,000 in
F.Y. 1997.

The federal government assumes that by making student loan defaults a financial issue in the
state’s licensing of post-secondary institutions, states will take steps in the licensure process to

reduce student loan default rates at institutions with high default rates.

LONG-TERM IMPACT:

It is estimated that Minnesota’s obligation for risk sharing will increase to $120,000 for
F.Y. 1998 and then continue at that level. Since Minnesota has a history of monitoring its post-
secondary schools to assure that all schools are legitimate, its exposure is relatively minor com-
pared to other states.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $60,000 in F.Y. 1997 to fund the estimated costs
of this federally-mandated fee. No appropriation is recommended for the first year of the bienni-
um because the agency now anticipates that, due to delays in federal rule-making, the $30,000
assessment for F.Y. 1996 will be waived. This appropriation is intended as a one-time cash flow
aid for the HECB. The Governor recommends that the HECB begin billing in F.Y. 1997 the
institutions responsible for the assessment and pay future fees from those proceeds.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board
PROGRAM:  Student Financial Aid
ACTIVITY: State Grants

ITEM TITLE: Summer Scholarship Program

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
Expenditures: ($000s)
General Fund
- Grants $235 $250 $250 $250
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes _ X No
If yes, statutes(s) affected: M.S. 126.56

RATIONALE:

This appropriation supports scholarships of up to $1,000 to students from low income families to
attend summer academic programs sponsored by Minnesota post-secondary institutions. The Pro-
gram has become increasingly successful in attracting students from its target population: low in-
come students and students of color.

The Governor’s recommendation will maintain the base appropriation for this program and pro-
vide additional appropriations of $21,000 in F.Y. 1996 and $36,000 in F.Y. 1997 to allow schol-
arship awards to eligible students from families with adjusted gross incomes of up to $25,000.
Under current funding levels, the parental adjusted gross income must be less than $18,000.

PROGRAM OUTCOMES:
This initiative maintains and improves access to academic summer enrichment programs for stu-
dents from low income families. The recommended appropriation will support grants for up to

400 eligible students per year.

LONG-TERM IMPACT:

Summer academic enrichment programs reinforce and expand the skills and knowledge students
develop during the regular school year. These experiences often increase students’ interest in
academic subject areas and their desire to continue their education beyond high school.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $235,000 in F.Y. 1996 and $250,000 F.Y. 1997
to continue and expand the Summer Scholarships for Academic Enrichment Program for junior
and senior high school students. The Governor recommends that the appropriation for this Pro-
gram, which has historically been included in the Education Aids budget and appropriated to
HECB, be placed in the budget of the Higher Education Coordinating Board.
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1996-97 Biennial Budget
BUDGET ACTIVITY: Interstate Tuition Reciprocity
PROGRAM:  Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

This program reduces cost barriers and increases access and choice of public post secondary
educational opportunities for Minnesota residents, and it encourages the maximum use of educational
facilities. A Minnesota resident may enroll full or part time in an undergraduate or graduate program
at a public institution in Wisconsin, North Dakota, South Dakota, the province of Manitoba, and one
school in Iowa without paying non-resident tuition rates. Students from these same states, province,
or district may enroll in Minnesota public institutions without paying non-resident tuition rates.

BUDGET ISSUES:

The reciprocity program continues to be a cost effective way to provide quality education to
Minnesota residents at the lowest possible cost to the Minnesota taxpayer. Direct legislative
appropriations per student to Minnesota institutions have increased over the past several years. Over
the same period, however payments per net student by Minnesota to reciprocity states have
decreased or remained the same. This has been accomplished through contract renegotiations.

The board is negotiating with the province of Ontario to establish tuition reciprocity between
Minnesota and Ontario. It is not anticipated that a payment will be part of this agreement.

The board has entered into discussions with North Dakota regarding the negotiation of the terms of
the existing agreement and is entering preliminary discussions with Wisconsin on a new agreement
after this agreement ends in 1998. Because the Minnesota/Wisconsin agreement is in Wisconsin
Statutes, the negotiation process requires considerable lead time. Preliminary to the discussions with
the neighboring states, the board held discussions with public higher education system staff to get
their input on areas they felt should be changed.

The plan calls for a reduction in the base of this program by $550,000 in both F.Y. 1996 and F.Y.
1997. This reduction assists the board in meeting its budget cap.

Because of a request by the University of Minnesota, the board has requested that the University’s
Law School be removed from the existing agreement beginning in the 1995-96 academic year. This
would increase Minnesota’s payment obligation by about $120,000 per year beginning in F.Y. 1998,
$240,000 in F.Y. 1999, and $360,000 in F.Y. 2000.

EFFICIENCY MEASURES: The following shows the activity for the program for the last 2
academic years and estimated activity -for academic years 1994-95 and 1995-96:

ACTUAL ACTUAL EST. EST. EST.
ACTIVITY * F.Y. 1993 F.Y. 1994 F.Y. 1995 E.Y. 1996 F.Y. 1997
MN residents to WI 11,150 10,877 10,366 10,350 10,350
WV residents to MN 6,383 6,802 7,240 7,240 7,240

ACTUAL ACTUAL EST. EST. EST.
ACTIVITY * F.Y. 1993 FE.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
MN residents to ND 5,731 5,936 6,059 6,060 6,060
ND residents to MN 4,933 4,743 4,584 4,600 4,600
MN residents to SD 1,449 1,638 1,758 1,760 1,760
SD residents to MN 1,877 1,770 1,583 1,600 1,600
MN residents to 1A 54 50 52 52 52
IA residents to MN 111 52 59 50 50
MN residents to MA 2 4 6 6 6
MA residents to MN 48 54 58 58 58

* Activity data reported are Fall term headcount.

The formulas for determining the student tuition rates and the state compensation rates vary for each
state and are summarized as follows:

Wisconsin
Student rates - Students pay tuition rates that are charged at comparable institutions in their
home state.
Payment - No. of student credits earned X cost per credit* = $xxx
Deduct tuition paid by student = (XxX)
State liability $xxx

*  Cost per credit = 64% of total instructional cost of Wisconsin institutions for the
appropriate academic year.

North Dakota
Student rates - Students pay 125% of the resident tuition rate of the institution attended.
Payment - The state sending the larger number of students shall pay to the state educating the
larger number of students an amount equal to 25% of the resident undergraduate tuition at the
University of North Dakota times the number of FTE students creating the difference except
if the difference is less than 100 FTE students, no payment shall be required.

South Dakota
Student rates - Students pay resident tuition of the institution attending
Payment - none

Iowa
Student rates - Students pay resident tuition of the institution attending
Payment - none

Manitoba

Student rates - Students pay resident tuition of the institution attending
Payment - none

REVENUE:
None.
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1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: STUDNT FINANCIAL AID
ACTIVITY: INTERSTATE TUITION RECIPROCITY

FY 1996 FY 1997
Bst.  Agemcy  Agency Governor  Agency  Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

AIDS TO INDIVIDUALS 3,657 3,061 4,039 4,500 4,500 4,500 4,500 4,500 4,500
;;;:zzz;;;;;:;;;;;* - 3,657 =====:T;:: o 4,03: - 4,5;; - 4,500 4,500 4,500 4,500 ;:;;;
CURRENT SPENDING: 5,050A 5,050 5,050 5,050 5,050 5,050
AGENCY PLAN ITEMS: FUND
""" APPROPRIATION CAP REDUCTION, RECIPROCITY  GEN 50> <s50» <550 50> <5505 <550>
;;TAL A;;NCY P;;; ITEMS T i <550> <550> <550> - <550> <550> o <550;
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 3,657 3,061 4,039 4,500 4,500 4,500 4,500 4,500 4,500

TOTAL FIN;;Z;;;_ 3,657 ;:;;; i 4?::: 4,;:: - 4,500 - 4,;;; 4,500 4,500 4,500
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1996-97 Biennial Budget
BUDGET ACTIVITY:  State Work Study
PROGRAM:  Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

The State Work Study activity was created to assist in meeting the financial needs of students
enrolled in public and private institutions in Minnesota, by providing the opportunity to obtain
valuable work experiences, and to assist governmental and nonprofit service agencies with student
asgistance at a low cost.

BUDGET ISSUES:

The program supplements the Federal College Work Study program in that it is able to assist
students in moderate income brackets who show financial need but who may not be eligible for any
type of grant assistance. Larger institutions in Minnesota find this program to be a valuable resource,
because a large nmumber of their students are in the medium income bracket.

A strong Work Study Program is an important component of the state’s overall financial aid effort.
Both students and financial aid administrators indicated support for increased funding. They cite
several benefits to students, including expanded leaming opportunities and high rates of student
retention. Financial aid administrators indicate that they can use additional work study money.
Therefore, the board recommends that the funding for this program be increased to $8.8 million in
F.Y. 1996 and $9.5 million in F.Y. 1997.

EFFICIENCY MEASURES:

The following shows the activity for the program for the last 2 years and estimated activity for F.Y.

1995-97:
Dollars in Thousands

F.Y. 1993 E.Y. 1994 F.Y. 1995 E.Y. 1996 FE.Y. 1997

Appropriation (000 omitted) $5,869 $8,219 $8,219 $8,800 $9,500
Total Students in Program 7,483 9,621 10,102 10,810 11,670
Average State Contribution

per Student $784 $854 $814 $814 $814
REVENUE:

This activity generates non-dedicated revenue.

Dollars in Thousands
F.Y. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 FE.Y. 1997

Type of Revenue:
Prior Year Refunds
Non-Dedicated General $51 $-0- $50 $-0- $50
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1996-1997

BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: STUDNT FINANCIAL AID
ACTIVITY: STATE WORK STUDY
FY 1396 FY 1997

Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FPY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

AIDS TO INDIVIDUALS 5,796 8,045 8,393 8,219 8,800 8,219 8,219 9,500 8,219
TOTAL EXPENDITURES 5,796 8,045 8,393 8,219 8,800 8,219 8,219 9,500 8,219
CURRENT SPENDING: 8,219 8,219 8,219 8,219 8,219 8,219
AGENCY PLAN ITEMS: FUND

STATE WORK STUDY INITIATIVE GEN 581 1,281
TOTAL AGENCY PLAN ITEMS 581 1,281
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 5,796 8,045 8,393 8,219 8,800 8,219 8,219 9,500 8,219

TOTAL FINANCING 5,796 8,045 8,393 8,219 8,800 8,219 8,219 9,500 8,219
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM:  Student Financial Aid
ACTIVITY: Work Study

ITEM TITLE: Work Study Increase

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999

Expenditures: ($000s)

General Fund

- State Operations

- Grants $581 $1,281 $1,281 $1,281
Revenues: ($000s)

General Fund $-0- $-0- $-0- $-0-
Statutory Change? Yes No _X

If yes, statutes(s) affected:

RATIONALE

The State Work Study Program was established in 1975 to be similar to the federal program and
gives students the opportunity to earn money to pay for their education while they are attending a
post secondary school. The recipient must be a resident of Minnesota, enrolled in an eligible
Minnesota institution. The work study program is a campus based program which means HECB
allocates funds to the campus, and the aid administrator selects the recipients. The allocation
formula is based on the number of full-time-equivalent Minnesota residents enrolled at each insti-
tution. Work study jobs should be relevant to the student’s academic goals.

The board recommends that the State Work Study Program be funded a level of $8.8 million for
F.Y. 1996 and $9.5 million for F.Y. 1997.

PROGRAM OUTCOMES:

Some research shows that students who participate in a campus work program tend to remain
enrolled instead of dropping out and tend to, therefore, complete their degrees more quickly than
students who must work off-campus. The State Work Study Program allows students to work on
campus and become more involved with their education. It also allows students to continue their
education without borrowing an excessive amount of money.

Post-secondary education will allow these students to become employed and thereby strengthen the
economy. Because they were allowed to complete their education with less debt, they will be able
to more readily purchase a house or start a business and, therefore, become more involved with
their community.

LONG-TERM IMPACT:

An increase of $581,000 in F.Y. 1996 will allow the State Work Study Program to serve approxi-
mately 722 additional Minnesota students. The increase in funding will enable these students to
reduce the amount of their educational borrowing and will help institutions pay some of their labor
costs. The additional increase of $700,000 in F.Y. 1997 will allow the State Work Study Program
to assist approximately 840 additional students. It is anticipated that this level of spending will
continue through the 1998-99 biennium,

GOVERNOR’S RECOMMENDATION:

Because of budget constraints, the Governor recommends maintaining the appropriation at its F.Y.
1995 level.
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BUDGET ACTIVITY:  Student Assistance Administration
PROGRAM:  Student Financial Aid
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

The Student Assistance Activity administers 12 state student financial assistance programs, 2 federal
student assistance programs, coordinates financial aid activity throughout the state, and represents
the state in federal student aid matters. The administration of these programs is consolidated in the
Division of Financial Aid. Included in the administration are dissemination of student assistance
information, receipt and evaluation of applications, notification of results to applicants, preparation
of payment requests to recipients, maintenance of records of all actions taken, and evaluation of the
effects of programs. The programs also provide administrative assistance to the institutions’ financial
aid offices by helping them establish operating procedures.

This activity provides personnel and other operating expenses associated with the administration of
_ the following student financial aid programs:

Grants: State Grant Program
Federal State Student Incentive Grant Program
Summer Scholarship for Academic Enrichment
Federal Paul Douglas Teacher Scholarship
Veteran’s Dependents Grant
Non-AFDC Child Care Grants
Pre-Nursing Grant
Registered Nursing Grant
Licensed Practical Nursing Grant
Nursing Grants for Persons of Color
Safety Officers’ Survivors Program
Youth Works Post Service Benefits

Other: Interstate Tuition Reciprocity
State Work Study '

The programs are administered to help assure equality of post-secondary education opportunity in
terms of both access and choice of post-secondary institutions for Minnesota residents by providing
financial assistance to students from low and moderate income families.

During F.Y. 1994, approximately 160,000 applications will be received, reviewed, and acted upon,
resulting in $123 million in financial assistance being provided to approximately 100,000 students.

The direct clientele of this program includes Minnesota students and their families attending both
public and private post-secondary educational institutions. Also included are 18,330 post-secondary
reciprocity students attending public institutions in Wisconsin, North Dakota, South Dakota, parts
of northern Iowa, and Manitoba, Canada. The activity will administer any activity generated by the
Midwest Compact.

BUDGET ISSUES:

As the agency has moved more to decentralized delivery of state grants, it has been able to
significantly reduce operating expenses. Currently, more than 90% of students receiving State
Grants, have their grants calculated on the campus they’re attending. This has allowed the HECB
through reallocation of resources to increase its auditing capability and to administer new financial
aid programs assigned to it without additional resources.

In F.Y. 1994, students who attended decentralized institutions could apply for the State Grant by
using the free federal financial aid application. In F.Y. 1995, all students will apply using the free
federal financial aid application. Since the state application used to cost students approximately
$10.00 and since approximately 130,000 apply for a State Grant, this change will save students and
their families $1,300,000.

The board has also implemented the Total Quality Management principles in order to better serve
customers and streamline processing. The resulting increase in efficiency, primarily because of
decentralized delivery of State Grants, has allowed the number of staff in the financial aid division
to be reduced by 1.0 through retirement without replacement. The board used a portion of the
savings to increase its audit capability.

EFFECTIVENESS MEASURES:

The Financial Aid Division administers about $115 million of State financial aid programs with 7.0
processing staff. These staff administer the following programs. The $100 million State Grant
program has 3.0 staff. The reciprocity and work study programs totaling $11 million have 2.0 staff.
The numerous small financial aid programs totaling approximately $4 million have 2.0 staff.
REVENUE:

This activity generates dedicated revenue.

Dollars in Thousands

F.Y. 1993 F.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997

Type of Revenue:

Dedicated - Special $28 $36 $25 $30 $30

Dedicated - Federal 272 293 314 314 314
Total $300 $329 $339 $344 $344
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1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: STUDNT FINANCIAL AID
ACTIVITY: STUDENT ASSIST ADMIN
FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 PY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 303 297 327 317 317 317 317 317 317
EXPENSES/CONTRACTUAL SRVCS 98 146 . 114 114 114 114 114 114 114
MISC OPERATING EXPENSES 134 118 169 129 129 129 129 129 129
SUPPLIES/MATERIALS/PARTS 15 6 23 23 23 23 23 23 23
HIGHER EDUCATION 3 3 3 3 3 3 3
SUBTOTAL STATE OPERATIONS 550 567 636 586 586 586 586 586 586
AIDS TO INDIVIDUALS 272 293 314 314 314 314 314 314 314
LOCAL ASSISTANCE 145 3
TOTAL EXPENDITURES 967 863 950 900 300 900 900 900 900
CURRENT SPENDING: 950 950 950 950 950 950
AGENCY PLAN ITEMS: FUND
PARENT INFORMATION INITIATIVE GEN <40> <40> <40> <40> <40> <40>
APPROPRIATION CAP REDUCTION, STUDENT ASSN ADMN GEN <10> <10> <10> <10> <10> <10>
==== ==== ==z== ====
TOTAL AGENCY PLAN ITEMS <50> <50> <50> <50> <50> <50>
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 672 559 611 561 561 561 561 561 561
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 23 11 25 25 25 25 25 25 25
FEDERAL 272 293 314 314 314 314 314 314 314
TOTAL FINANCING 967 863 950 900 900 900 900 900 900
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PROGRAM: State Student Loans
AGENCY: Higher Education Coordinating Board (HECB)

PROGRAM DESCRIPTION:

The following loan programs are discussed in this section: the Stafford/Guaranteed Student Loan
(GSL), now called the Federal Stafford Student Loan, the Student Educational Loan Fund Program,
called the SELF loan, the Graduated Repayment Income Protection Program (GRIP), and the
MnCare loan repayment programs.

HECB is not an active lender in the Federal Stafford Student Loan/Guaranteed Student Loan (GSL)
Program. HECB was a major lender in that program from 1974 to 1988. Due to the dramatic rise
in participation by Minnesota’s commercial lending community, the HECB decided to discontinue
making these loans in 1988. Approximately $560 million of GSLs were made by the HECB during
that time to students who enrolled in Minnesota’s post-secondary institutions or to Minnesota
residents enrolled in out-of-state post-secondary institutions. Over time, the portfolio has diminished
in size through repayment, or through sales in the secondary market to the Student Loan Marketing
Association (SLMA). The board holds a GSL portfolio worth $16.2 million. No legislative
appropriation was used to operate this program.

The SELF Program, started in 1985, helps Minnesota residents and residents of other states attend
post-secondary education institutions in Minnesota and Minnesota residents attend post-secondary
institutions in other states by providing long-term, low-interest loans. Primarily, the SELF Program
serves students who are ineligible for subsidized federal student loans, students who need to borrow
more than is allowed under existing loan programs, and students who have limited access to other
need-based financial aid programs. There is no legislative appropriation needed for the SELF
Program. Funding for SELF loans is obtained through the issuance of tax-exempt revenue bonds,
from repayment of outstanding loans, and from revenues of the program in excess of program
expenses.

With the gap widening between the rising price of post-secondary education and the availability of
state and federal government grants increasing numbers of students are forced to borrow from
student loan programs to pay their educational expenses. Furthermore, as the federal government
restricted access to its only middle income financing tool, the GSL Program, it became necessary
for Minnesota to develop its own financing opportunity. The HECB began the SELF program in
1985 as a way to help as many Minnesota residents as possible afford their educational choice.

The GRIP Program helps graduates of Minnesota schools in dentistry, medicine, pharmacy,
veterinary medicine, public health, and chiropractic medicine and Minnesota residents graduating
from optometry and osteopathy programs repay their student loans with repayments based on their
projected annual income. The intent is to provide participants relief from high loan payments during
their first few years of practice and spread their payments out over a longer time frame. There is
no legisiative appropriation for the GRIP program. Funding comes from the HECB’s Loan Capital
Fund, which obtains money from repayments of the GSL, SELF, and GRIP loan programs in excess
of program expenses. .

The MnCare loan repayment programs include, the Rural Physician Loan Repayment Program, the
Underserved Urban Communities Physicians Loan Repayment Program, the Rural Midlevel

Practitioner Loan Repayment Program, the Nurses Who Serve in Nursing Home or Intermediate
Care Facility Loan Repayment Program, and the state match for the National Health Service Corps
State Loan Repayment Program. The intent of these programs is to get participants to practice in
certain areas in exchange for the repayment of a specified portion of their educational loans.

PROGRAM STATUS:

The payments from the outstanding GSL portfolio are used to fund SELF loans. The portfolio is a
mature one, with most of the loans in repayment. Currently, the HECB does not lend in the GSL
program, and there is no need for the HECB to resume lending because 600 private lending
institutions in Minnesota are providing GSLs to Minnesota students.

The need for the SELF Program continues to be great. In spite of Minnesota’s strong commitment
to funding the State Grant Program, there is still a great need for student loan funds.

When the federal government started a non-subsidized Stafford Student Loan Program in the fall of
1992, SELF volume declined, but many Minnesota residents still prefer the SELF loan’s lower
interest rate and no origination cost. Because of rising educational costs, some Minnesota residents
may need loans from both programs.

During the 15 years the HECB was a lender in the Guaranteed Student Loan Program, the agency
made approximately $560 million worth of loans, which helped provide access to higher education
for over 240,000 students in Minnesota.

Since 1985, the HECB has made over 94,000 SELF loans worth over $243 million to students from
all sectors of higher education. These figures suggest that SELF loans are contributing to the number
of persons employed full-time per 1,000 over the age of 20. Because of SELF, Minnesota students,
and those students who come to Minnesota to complete their higher educations, are more able to
afford the institution of their choice, and ultimately find employment sufficient to maintain a decent
standard of living.

The repayment history of SELF loans has been much stronger than the federal program. The
cumulative default rate on SELF loans originated from Phase I of operation (7/85 to 9/88) is about
7%. The cumulative default rate on SELF loans from Phase II of operation (9/88 to present) is less
than 1%. Furthermore, because of the program’s co-signer requirement, and other collection
capabilities, the HECB is able to get more than half of those in default to either pay the loan in full,
or to return to a repayment plan. HECB staff were able to collect almost $1,300,000 from SELF
defaulters in F.Y. 1994.

PLANNED RESULTS:

For the upcoming biennium, the objective of the HECB for the Guaranteed Student Loan program
is to service the remaining portfolio so that it remains a viable asset from which repayments can be
used to make SELF loans. The board does not see a need to return to lending in this loan program.

During the 1996-97 biennium, annually the SELF Program expects to serve 13,000 students enrolled
at Minnesota post-secondary schools and Minnesota students attending post-secondary schools in
other states. As the price of higher education continues to escalate, SELF will continue to be
available to those Minnesota students who seck higher education, and are underserved by the federal
and state grant and loan programs. Because the SELF Program does not require a legislative
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1996-97 Biennial Budget

PROGRAM: State Student Loans
AGENCY: Higher Education Coordinating Board
(Continuation)

appropriation, the only program plan is to continue to monitor the annual lending amounts and
available funds in the Loan Capital Fund to ensure that adequate funding remains available from
which to make loans. With the introduction of the new Non-Subsidized Federal Stafford Loan
Program, it is not anticipated that there will be significant growth in annual SELF expenditures. The
board successfully completed a $44.5 million tax-exempt bond issue in fall 1994. This should
provide sufficient funds to make SELF and GRIP loans through 1997.

The board restructured the mechanics of the loan origination process using the Total Quality
Management concepts of continuous improvement to achieve a more efficient operation, reduced
processing time, and lowered loan servicing costs. The new system was in full operation in the
spring of 1993 and enabled the loan origination process to reduce the number of staff from 7.0 to
4.0 through attrition.

The board expects to continue to administer the MnCare loan repayment programs at the same
participant level as F.Y. 1995.

BUDGET AND REVENUE SUMMARY:

@ The agency’s plan anticipates continuation of its SELF loan program at the same level of
operation. It is not anticipated that its SELF loan volume will significantly increase.

8 The increase in the MnCare loan repayment programs reflects the maturity of the programs. The
same number of new participants are coming into the program each year. The increase reflects
the funding needs as the participants are performing their service obligations, which can take
up to 4 years.
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1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY : HIGHER ED COORD BD
PROGRAM: STATE STUDNT LOAN

PY 1996 FY 1997

Est. Agency Agency Governor Agency Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
STAFFORD LOAN 475 334 455 455 455 455 455 455 455
STATE SUPPLEMENTAL LOANS 44,831 25,915 45,521 45,521 45,521 45,521 45,521 45,521 45,521
OTHER LOAN PROGRAMS 1,698 2,262 2,841 2,931 2,931 2,931 3,061 3,061 3,061
TOTAL EXPENDITURES BY ACTIVITY 47,004 28,511 48,817 48,907 48,907 48,907 49,037 49,037 49,037
CURRENT SPENDING: ' 48,907 48,907 48,5907 49,037 49,037 49,037
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
HEALTH CARE ACCESS 11 188 457 547 547 547 677 677 677
STATUTORY APPROPRIATIONS:
FEDERAL 3 84 84 B4 84 84 84 84
HECC LOAN . 46,993 28,320 48,276 48,276 48,276 48,276 48,276 48,276 48,276
TOTAL FINANCING 47,004 28,511 48,817 48,907 48,907 48,907 49,037 49,037 49,037
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BUDGET ACTIVITY:  Stafford Loan
PROGRAM:  State Student Loan
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

The Higher Education Coordinating Board (HECB) ceased making Stafford/Guaranteed Student
Loans (GSL) in 1988 because private lenders provided the access necessary for any eligible student
to obtain a Stafford Loan. The Stafford/Guaranteed Student Loan Program helped assure access and
choice of post-secondary education and provided financial assistance to those post-secondary students
who were unable to secure loans from commercial lending sources. This program provided long-
term, low-interest loans to Minnesota residents who were enrolled at least half-time in post-
secondary institutions located in Minnesota and Minnesota students attending out of state higher
education institutions. The program served students in all sectors of higher education from the
fowest priced public institutions to the most expensive private institutions.

On July 1, 1994, an optional federal student loan program, Federal Direct Student Loan
Program (FDSLP), started. In the FDSLP, no banks or guarantee agencies are involved. The
participating school (selected by the U.S. Department of Education on a competitive application
basis) draws loan capital from the U.S. Treasury, and makes loans directly to eligible students
enrolled at that campus. Starting with a small number of schools (105) as a trial, FDSLP will
expand slowly each year with more schools joining the program until 1998, when Congress hopes
that at least 60% of the current Federal Family Education Loan Program (FFELP) loan volume will
be absorbed by the FDSLP. At that point, Congress will evaluate the FDSLP, and determine
whether it will be discontinued, continue as the sole source of federal student loans, or exist in
tandem with the FFELP.

BUDGET ISSUES:
Because the HECB is no longer lending in the program, and because state appropriations never were
used as a program funding source, the agency budget plan has no impact. HECB currently has an

outstanding GSL loans portfolio of approximately $16.2 million.

EFFICIENCY MEASURES:

Repayments of these loans are used to make SELF loans.
REVENUE:
This activity generates dedicated revenues.
Dollars in Thousands

Actual Actual Estimate Estimate Estimate
F.Y. 1993 F.Y. 1994 F.Y. 1995 FE.Y. 1996 F.Y.1997

Type of Revenue:

Dedicated-HECB Loan Fund $14,826 $11,200 $8,900 $6,200 $5,200
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AGENCY: HIGHER ED COORD BD
PROGRAM: STATE STUDNT LOAN
ACTIVITY: STAFFORD LOAN

1996-1997 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor

ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:

DETAIL BY CATEGORY:

STATE OPERATIONS:

EXPENSES/CONTRACTUAL SRVCS 475 334 450 450 450 450 450 450 450
HIGHER EDUCATION s 5 5 s 5 S 5

SUBTOTAL STATE OPERATIONS 475 334 455 458 455 455 455 455 455
TOTAL EXPENDITURES 475 334 455 455 455 455 455 455 455
CURRENT SPENDING: 455 455 455 455 455 455
SOURCES OF FINANCING:

STATUTORY APPROPRIATIONS:

HECC LOAN 475 334 455 455 455 455 455 455 455
TOTAL FINANCING 475 334 455 455 455 455 455 455 455
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BUDGET ACTIVITY:  State Supplemental Loans
PROGRAM:  State Student Loans
AGENCY:  Higher Education Coordinating Board (HECB)
ACTIVITY DESCRIPTION:

This activity is designed to augment existing need-based financial aid programs. The Student
Educational Loan Fund (SELF) program helps Minnesota residents and residents of other states
attend post-secondary institutions in Minnesota, and Minnesota residents attend post-secondary
institutions in other states by providing long-term, low-interest loans. Before a student can access
the SELF Program, he/she must prove that either no eligibility for need-based financial aid programs
exists, or that any existing eligibility has been exhausted. Because SELF neither is guaranteed nor
subsidized by the federal government, borrowers must pay interest while they attend school, and all
borrowers must provide a credit worthy co-signer before the loan can be approved. '

Since the SELF program does not require that the student show financial need, a high level of
borrowing does not mean that the students in that system have a high level of financial need. In
F.Y. 1994, students in Minnesota’s state universities accounted for 33% of all monies loaned.
Those who attend Minnesota’s private colleges borrowed about 31% of the funds. The public
community colleges, technical colleges and private vocational schools together used about 17% of
the loan volume, while the University of Minnesota students used about 11%. The remaining 8%
of the funds were used at out-of-state post-secondary institutions.

BUDGET ISSUES:

There are 3 major sources of funding for the SELF program: earnings from the SELF and
Guaranteed Student Loans (GSL) programs, repayments of outstanding SELF and GSL loans, and
the issuance of tax-exempt revenue bonds. It is anticipated that the 1994 Revenue Bond Issue of
$44.8 million, along with program repayments, will provide sufficient funds to make loans through
F.Y. 1997.

This activity does not receive a state appropriation.

EFFECTIVENESS MEASURES:

E.Y. 1993 E.Y. 1994 F.Y. 1995 E.Y. 1996 E.Y. 1997

Number of Applications 16,407 9,568 11,960 12,500 13,000
Received

Number of Applications 15,823 8,933 11,400 11,900 12,450
Processed/Loans Originated

Average Loan Amount $2,700 $2,465 $2,800 $2,900 $3,000

Average Process Time (Weeks) 3 1 1 1 1

SELF Loans Outstanding
Claims By Type
Bankruptcy

Death

Disability

Defaults

REVENUE:

No.

48,224

53
22

361

This activity generates dedicated revenue.

Type of Revenue:

Dedicated - HECB Loan Fund

F.Y. 1993 F.Y. 1994
Amount No. Amount
$176,224,000 49,996 $179,502,000
$141,183 44 $105,734
$62,709 23 $57,461
$7,869 4 $14,741
$1,064,011 533 $1,702,325

Dollars in Thousands

F.Y. 1993

F.Y. 1994 F.Y. 1995 FE.Y. 1996 FE.Y. 1997

$19,020

$23,049

$26,100
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AGENCY: HIGHER ED COORD BD

PROGRAM: STATE STUDNT LOAN

ACTIVITY: STATE SUPPLEMENTAL LOANS

1996~1997 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1996 FY 1997
Bst. Agency Agency  Governor Agency Agency  Governor

ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:

DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 387 318 298 298 298 298 298 298 298
EXPENSES/CONTRACTUAL SRVCS 4,496 4,172 5,045 5,045 5,045 5,045 5,045 5,045 5,045
MISC OPERATING EXPENSES 29 29 32 32 32 32 32 32 32
SUPPLIES/MATERIALS/PARTS 7 2 7 7 7 7 7 7 7
CAPITAL EQUIPMENT 1 _

HIGHER EDUCATION 39,911 21,394 40,139 40,139 40,139 40,139 40,139 40,139 40,139
SUBTOTAL STATE OPERATIONS 44,831 25,915 45,521 45,521 45,521 45,521 45,521 45,521 45,521
s=sssszsss=scs=ssSos=ssss=sSsSss=s=Ss======= === === ==== === ==== === ==== ==========
TOTAL EXPENDITURES 44,831 25,915 45,521 45,521 45,521 45,521 45,521 45,521 45,521
CURRENT SPENDING: 45,521 45,521 45,521 45,521 45,521 45,521
SOURCES OF FINANCING:
STATUTORY APPROPRIATIONS:

HECC LOAN 44,831 25,915 45,521 45,521 45,521 45,521 45,521 45,521 45,521
TOTAL FINANCING 44,831 25,915 45,521 45,521 45,521 45,521 45,521 45,521 45,521
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BUDGET ACTIVITY:  Other Loan Programs
PROGRAM:  State Student Loans
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

This activity includes the Graduated Repayment Income Protection (GRIP) Program, the Rural
Physician Loan Repayment Program, the Underserved Urban Communities Physician Loan
Repayment Program, the Rural Midlevel Practitioner Loan Repayment Program, the Nurses Who
Serve in Nursing Homes or Intermediate Care Facilities Loan Repayment Program, the state match
portion of the National Health Service Corps State Loan Repayment Program, and the phaseout of
the Minnesota Medical and Osteopathy Loan Program (MMOLP).

The GRIP Program is to help graduates of Minnesota schools in dentistry, medicine, pharmacy,
veterinary medicine, public health, and chiropractic medicine and Minnesota residents graduating
from optometry and osteopathy programs repay their student loans with a repayment loan based on
their projected annual income. The intent of this program was to provide participants relief from
high loan payments during their first few years of practice and spread their payments over a longer
time frame. The HECB lends to borrowers the amount necessary to reduce their loan payment to
10% of income. Borrowers then make payments until the GRIP Loan is repaid. Loans are made at
a fixed interest rate of 8%, with a 10 to 20 year repayment term. A credit-worthy co-signer is
obtained on each GRIP loan.

The Rural Physician Loan Repayment Program helps physicians in rural Minnesota by paying up
to $12,000 of qualified loans for each year of practice in a designated rural area, for up to 4 years.
Up to 12 participants a year are accepted into the program. The intent of this program is to provide
a financial incentive for physicians to practice in rural Minnesota. This program is part of the
MnCare legislation.

The Underserved Urban Communities Physicians Loan Repayment Program helps physicians in
underserved urban communities in Minnesota by paying up to $10,000 of qualified loans for each
year of practice in an underserved urban community, for up to 4 years. Up to 4 participants a year
are accepted into the program. The intent of the program is to provide a financial incentive to
practice in underserved urban communities. This program is part of the MnCare legislation.

The Rural Midlevel Practitioner Loan Repayment Program helps midlevel practitioners who practice
in rural Minnesota by repaying up to $3,500 of qualified loans per year of practice in a designated
rural area, for up to 4 years. Up to 8 participants a year are accepted into this program. The intent
of this program is to help midlevel practitioners who practice in rural areas repay their education
debt. This is also part of the MnCare legislation.

The Nurses Who Serve in Nursing Homes or Intermediate Care Facilities Loan Repayment Program
helps registered nurses or licensed practical nurses who serve in a licensed nursing home or
intermediate care facility for persons with mental retardation or related conditions by paying up to
$3,000 of qualified loans per year of service for up to 2 years. Up to 10 participants a year are
accepted into this program. This program helps nurses repay their education loans. This program
is a part of the MnCare legislation.

The National Health Service Corps State Loan Repayment Program provides state match to the
federal program which helps physicians who practice in federally designated Health Professions
Shortage Areas by paying up to $20,000 of qualified loans per year of service for up to 2 years. Up
to 8 participants a year are accepted into this program. This program is a part of the MnCare
legislation.

BUDGET ISSUES:

The agency funding plan includes the following suggestions and redesign of the programs included
in the Other Loan Programs activity:

® The MMOLP is continuing to be phased out. Eight physicians either are completing their
service obligation or repaying their loans. All payments received from their loans are deposited
into the General Fund as non-dedicated receipts.

® The GRIP program is administered from revenues in the board’s Loan Capital Fund. Because
of the increasing number of defaults, with large debt loads and lack of co-signer financial
resources, the financial requirements of the co-signers were tightened; the co-signer is expected
to have a financial net worth large enough to cover the anticipated debt burden of the borrower.
This may preclude potential participants with large debt loads from participating in this
program, unless they find a co-signer with adequate resources to qualify.

© The activity administers the 5 loan repayment programs contained in the MnCare legislation.
The HECB proposes that these programs remain at their current participant levels. However,
since there is little interest in the Physicians Underserved Urban Community Loan Repayment
Program (only one application has been received), it should be folded into the rural physicians
program; 4 slots will be prioritized for the underserved urban community part, but if there are
not sufficient applicants, the slots will be available for rural physician applicants. As the
selection process for participants becomes more complex, the process should be transferred to
the Department of Health which has more expertise in the health professions field. The HECB
would continue to make the loan payments for the participants and collect the payments if a
participant should cease participation in the program.

REVENUE:
This activity generates dedicated and non-dedicated revenue.

Dollars in Thousands

F.Y. 1993 F.Y. 1994 FE.Y. 1995 F.Y. 1996 F.Y. 1997

Type of Revenue:

MMOLP

Non-dedicated - Gen’l $140 $110 $29 $20 $20

GRIP Program

Dedicated - HECB Loan Fund 762 978 1,080 1,190 1,400
Total $902 $1,088 $1,109 $1,210 $1,420
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AGENCY: HIGHER ED COORD BD
PROGRAM: STATE STUDNT LOAN
ACTIVITY: OTHER LOAN PROGRAMS

1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor

ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS: R

EXPENSES/CONTRACTUAL SRVCS 23 324 500 500 500 500 500 500 500
HIGHER EDUCATION 1,664 1,750 1,884 1,884 1,884 1,884 1,884 1,884 1,884

SUBTOTAL STATE OPERATIONS 1,687 2,074 2,384 2,384 2,384 2,384 2,384 2,384 2,384
AIDS TO INDIVIDUALS 11 188 457 547 547 547 677 677 677
TOTAL EXPENDITURES 1,698 2,262 2,841 2,931 2,931 2,931 3,061 3,061 3,061
CURRENT SPENDING: 2,931 2,931 2,931 3,061 3,061 3,061
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:

HEALTH CARE ACCESS 11 188 457 547 547 547 677 677 677
STATUTORY APPROPRIATIONS:

FEDERAL 3 84 84 84 84 84 84 84
HECC LOAN 1,687 2,071 2,300 2,300 2,300 2,300 2,300 2,300 - 2,300
TOTAL FINANCING 1,698 2,262 2,841 2,931 2,931 2,931 3,061 3,061 3,061
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1996-97 Bieanial Budget

PROGRAM: Planning and Coordination
AGENCY: Higher Education Coordinating Board (HECB)

PROGRAM DESCRIPTION:

The Planning and Coordination Program provides centrally available cost effective and efficient data
for policy development and planning, the coordination of higher education, and the administration
of mandated programs.

The activities in this program improve effectiveness and efficiency in meeting Minnesotans’ post-
secondary education needs through: short-range and long-range planning leading to a sound basis
for policy decisions and program actions; maintaining comprehensive databases; and administering
state and federally mandated programs. The desired results are coordinated and comprehensive state
post-secondary education efforts that meet the changing needs of Minnesotans efficiently and
effectively, and which are conducted within a framework of responsible policy based on adequate
data, consultation, and planning.

PROGRAM STATUS:

This Program:

1. Conducts policy studies and prepares reports for the governor, legislature, and post-secondary
education systems/institutions. In past biennia, much of division’s resources have been focused
on student financing issues; reciprocity and financial analyses in support of student financial
aid programs and post-secondary financing.

2. Administers state and federal mandated programs:

The Minnesota legislature and the federal government have mandated a number of programs
to provide consumer protection and accountability in the provision of post-secondary education
programs; have funded activities to enhance the cost effectiveness in the provision of post-
secondary education services; and have provided grants to stimulate the development of specific
programs and services. A new federal program, the State Postsecondary Review Program, has
consumed increasing staff resources.

®  Mandated programs are:

a. The Private Institution Registration Act (PIR), M.S. 136A.61-136A.71, provides
quality control and fosters consumer protection relative to approximately 80
private post-secondary institutions that offer education programs in the state.

b. Licensing of Private For-Profit Schools, M.S. 141, provides quality control and
consumer protection relative to approximately 50 private for profit post-secondary
institutions. This is a new program for the board as of July 1992, having been
transferred from the Department of Education.

c. The Minnesota Interlibrary Telecommunication Exchange (MINITEX); Coordi-
nates cost-effective provision of library resources among the state’s education and

public libraries.

d. The federal Integrated Post-Secondary Education Data System (IPEDS).
Coordinates legislatively mandated data to the U.S. Department of Education and
establishes the basis for a Minnesota post-secondary student record data base. The .
data base provides important information for policy development and planning.

e. Title II of the federal Education for Economic Security Act (Eisenhower Grants).
The division coordinates the application, allocation and administration of
approximately $882,000 of federal grants in 1993-94 to improve post-secondary
educational programs that improves the quality of science and math instruction.

f. Grants to post-secondary education institutions under the National and Community
Service Act of 1990 (Public Law 101-610, as amended).

g Review and approval/disapproval of instructional programs proposed by all public
and private post-secondary systems/institutions in the state by assessing appropri-
ateness to institutional mission, need/demand, unnecessary duplication, institution-
al readiness, and compliance with degree guidelines. M.S. 136A.04(4).

h. Approval or disapproval of continuation or modification of existing programs for
public institutions and recommendation of continuation or modification of existing
programs for private institutions. M.S. 136.04(04). )

i. Review and approval/disapproval of sites and centers of instruction other than the
principal campus of all public post-secondary education institutions to maximize
resources, avoid unnecessary duplication, and provide effective access to
instructional programs. M.S. 136A.04(5).

j- Coordination of policies and programs for all public and private post-secondary
education systems/institutions to address sexual violence and abuse in the post-
secondary environment.

k. Grants for professional development and collaboration in preventing violence and
abuse. Establish Higher Education Center for the Prevention of Violence and
Abuse.

1. Administration of the federal State Postsecondary Review Program through

designation as Minnesota’s State Postsecondary Review Entity (SPRE) established
by Congress to reduce fraud, waste, and abuse of federal Title IV financial aid
programs.

m.  Provide parents and students information on how a student prepares for post-
secondary education, both from academic and financial viewpoints.

Maintains databases on enroliment, transfer, graduation, and job placement of graduates in all
public and private institutions, and provides analytical reports based on the data to the

Governor, legislature, post-secondary institutions, and the public.

As a result of legislative considerations and expressed post-secondary system/institution needs,
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1996-97 Biennial Budget

PROGRAM: Planning and Coordination
AGENCY: Higher Education Coordinating Board
(Continuation)

the board, in fall 1994, expanded the student record data base from a fall term-only to an all-
term database. The data base is being expanded to include needed information for policy advice
and system/institutional coordination. This expansion will provide transfer, academic progress,
and persistence information. Degree-conferred and placement tracking databases are being
developed to assess program effectiveness and program completion.

PLANNED RESULTS:

The board will review its legislative mandates for institutional oversight, planning, and program and
site and center approval in order to propose changes to the legislature that will achieve greater
efficiency and service to the board’s customers. The goal is to provide a more efficient and effective
licensing/registration and program review process and a more user friendly process by eliminating
unnecessary, duplicative processes.

The board will provide timely studies in response to legislative mandates.

The board will continue to develop its databases in order to create, maintain, and analyze a variety
of data. To collect and analyze financial aid data as recommended by the Legislative Auditor in
1994, the board will need to reallocate existing staff resources or receive additional revenues.

BUDGET AND REVENUE SUMMARY:
The Planning and Coordination summary of the agency plan is as follows:

2  Enhance the parent and student information campaign by adding a component that focuses
primarily on low income persons, persons of color, and potential first generation college
students. The $280,000 initiative is proposed to be funded by reallocating $130,000 of agency
resources and $150,000 of new money for each year of the biennium.

@  The agency plan requests additional funding of $450,000 in F.Y. 1996 and $510,000 in
F.Y. 1997 for the MINITEX Library program. This would expand access to current data
bases, including the government/newspaper Local Area Network, provide for additional
scanning equipment and provide for the increased document delivery usage, and train users on
capabilities of the MINITEX program to allow for more efficient use.

®  This plan shows the reallocations necessary to bring the budgets into line with the agency’s
budget cap.

@  The agency plan calls for an increase in licensure fees for Private for Profit Career Schools on
a sliding fee scale. Larger institutions would pay a higher fee, because it takes more staff time
to process their licenses.
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AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN

1996-1997 B IENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
MINITEX LIBRARY 3,146 4,720 4,825 4,825 5,275 4,870 4,825 5,335 4,870
LEARNING NETWORK OF MINNESOTA 1,086 3,714 3,050 3,050 3,050 3,050 3,050 3,050
POLICY & PROGRAM PLNG 1,231 1,108 1,382 1,469 1,619 1,543 1,477 1,627 1,543
MISCELLANEOUS GRANT PROGRAMS 1,221 1,608 1,699 1,683 1,683 1,683 1,683 1,683 1,683
TOTAL EXPENDITURES BY ACTIVITY 5,598 8,522 11,620 11,027 11,627 11,146 11,035 11,695 11,146
CURRENT SPENDING: 10,946 10,946 10,946 10,946 10,946 10,946
AGENCY PLAN ITEMS: FUND
PARENT INFORMATION INITIATIVE GEN <50> <50> <50> <50> <50> <50>
MINITEX INITIATIVE GEN 450 45 510 45
PARENT INFORMATION GEN 130 130 130 130 130 130
PARENT INFORMATION INITIATIVE GEN 150 100 150 100
POST-SECONDARY LICENSING & REGISTRATION SR 26 26 34 34
APPROPRIATION CAP REDUCTION, POLICY & PGM PLNG GEN <17> <17> <17> <17> <17> <17>
APPROPRIATION CAP REDUCTION, VLNC & ABUSE GRNTS GEN <2> <2> <2> <2> <2> <2>
APPROPRIATION CAP REDUCTION, VLNCE COLLAB GRANT GEN <4> <4> <4> <4> <4> <4>
APPROPRIATION CAP REDUCTION, PROFESSIONAL SERV GEN <2> <2> <2> <2> <2> <2>
TOTAL AGENCY PLAN ITEMS 81 681 200 89 749 200
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 2,518 4,466 7,303 6,684 7,284 6,829 6,684 7,344 6,829
HEALTH CAREB ACCESS 48 300 250 250 250 250 250 250 250
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 32 58 59 85 85 59 93 93 59
FEDERAL 1,024 1,002 1,205 1,205 1,205 1,205 1,205 1,205 1,205
AGENCY 1,938 2,657 2,762 2,762 2,762 2,762 2,762 2,762 2,762
HECC LOAN 38 39 41 41 41 41 41 41 41
TOTAL FINANCING 5,598 8,522 11,620 11,027 11,627 11,146 11,035 11,695 11,146
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1996-97 Biennial Budget
BUDGET ACTIVITY: MINITEX Library Information Network
PROGRAM:  Planning and Coordination
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

To maintain and facilitate a system of resource sharing of services among higher education libraries,
state agency libraries, and other libraries that elect to contract for services. MINITEX services are
designed to provide students, faculty, and other residents of Minnesota with maximum access to
library resources around the state and region.

Since F.Y. 1988, MINITEX fuifilled this objective through 3 major activities: (1) document
delivery, (2) creation and maintenance of a union list of serials holdings of the participating libraries,
and (3) a common data base of participants’ books and non-print holdings through participation in
a national program of on-line shared cataloging. In addition, 2 secondary services MINITEX
provided previously without a fee are now provided on a reimbursement basis. These services are
periodical exchange and a reference service to participating libraries.

One hundred thirteen libraries serving Minnesota post-secondary institutions and state agencies
currently participate in the MINITEX programs, supported by state appropriations to the board.
Ninety-six additional libraries participate, including public libraries in Minnesota through the Office
of Library Development and Services, and libraries in North and South Dakota under contracts that
provide funding. Within Minnesota, 59% of MINITEX document delivery requests come from
Greater Minnesota.

Over 60% of document delivery requests are filled from the University of Minnesota/Twin Cities
library collections, the Minneapolis Public Library and Information Center, and the Minnesota
Department of Health Library. These items are retrieved by MINITEX staff going to these key Twin
Cities library facilities. The remaining requests are referred and filled from other MINITEX
participating libraries that absorb the cost of retrieving the materials.

In F.Y. 1994, the MINITEX office responded to 324,337 document delivery requests, provided
4,951 periodical exchanges, responded to 2,168 reference questions, provided administrative support
and training for 164 libraries using the Online Computer Library Center (OCLC) services, supported
the delivery of 28,125 items between libraries using the State University PALS online catalog, and
provided cost savings to libraries through a cooperative purchasing program. 230,397 requests for
documents and 111 libraries ‘'using OCLC services were supported by state appropriations. The
balance was supported by contracts and fees.

The 1993-95 biennial appropriation extended online access to bibliographic citations for 2,500
journals and periodicals in Expanded Academic Index, Business Index, Magazine Index, Company
Profiles, and Nursing Index and to full text of articles in 1,100 journals and periodicals by
purchasing both cooperative licensing agreements for participating libraries and equipment and
software to provide storage capacity for these data bases in the University of Minnesota and State
University System automated library systems. Access to these data bases was extended to 65
academic and state agency libraries, including the University of Minnesota libraries, all state
universities, 17 community colleges, 5 technical colleges, several private colleges, and 3 state
agencies.

During the 1993-95 biennium, MINITEX added staff and equipment to respond to the increasing
demand -for document delivery. Direct inter-city delivery connections were established between
Mankato, Moorhead, Rochester, and St. Cloud to increase the efficiency of direct borrowing
between these cities. Overnight delivery services were also established between the MINITEX office
and Crookston, Brainerd, Normandale Community College, and Anoka Community College.

BUDGET ISSUES:

For the 1996-97 biennium, there are 3 primary issues regarding the direct state appropriations for
MINITEX services to academic and state agency libraries.

1. Increasing requests for service. Requests by academic and state agency libraries for document
delivery service increased 3.7% in F.Y. 1994 and are anticipated to increase by 6% in
F.Y. 1995. As the number of community college campuses and technical college libraries
increase in the next biennium, more libraries will request MINITEX services. Moreover, the
increasing use of electronic indices, the rising cost of journal subscriptions, and the lack of
inflation funding in many local library acquisitions budgets, are expected to increase the demand
for service from libraries already being served. Finally, one of the issues facing MINITEX is
how to minimize the amount of work that MINITEX staff must do in handling document
delivery requests by providing training to the staff at participating libraries so that they can use
MINITEX processes and technologies more effectively. In addition, libraries are requesting
MINITEX to take the lead in encouraging coordinated collections development and to expand
the document delivery system for the sharing of non-print materials (such as videos, cassettes,
and compact disks).

2. Expanding access to information/electronic technologies. The F.Y. 1994 and 1995 appropria-
tions covered only a portion of the cost of access to these data bases, and institutions have been
required to provide some of the funds to purchase access for their libraries as well as to provide
appropriate equipment in their libraries. Consequently, a few community college and private
college libraries do not have access to these resources. MINITEX will require additional funding
to extend access to the current and additional databases as well as to full text periodicals for all
academic and state agency libraries in Minnesota, and to provide training and staff support in
the maintenance and use of these databases and technologies. Funding also is needed to expand
MINITEX s pilot test of the use of electronic scanning equipment from 3 to 11 sites around the
state.

3. Providing salary enhancements and inflationary increases. As a program administered by the
University of Minnesota, MINITEX will be subject to University salary and fringe benefit
adjustments. This will require either an increase in funding or in a decrease in the current level

of service.
EFFICIENCY MEASURES:
ACTUAL ACTUAL ACTUAL
F.Y. 1992 F.Y. 1993 E.Y. 1994
Document Delivery Requests
Number of Requests 283,811 309,501 324,337
Unit cost per Request $4.59 $4.40 $4.86
Average Cost to Purchase Book $45.05 $43.26* N/A
Average Cost for Subscription $117.11 $123.55 $135.37
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BUDGET ACTIVITY:  MINITEX Library Information Network
PROGRAM:  Planning and Coordination
AGENCY:  Higher Education Coordinating Board

(Continuation)

Access to On-Line Shared Cataloging
Number of Libraries
Administrative cost per Library

Cooperative Purchasing
Number of Libraries
Savings per Library
Union List of Serials (MULS)
General Titles Listed
Number of Serials Held
Unit Cost per Record Holding
“Estimates for F.Y. 1994
REVENUE:

This activity generates dedicated revenue.

ACTUAL
E.Y. 1992

162
$1,617

117
$1,026

131,875
349,050

.36

ACTUAL ACTUAL
E.Y. 1993 E.Y. 1994
164 164
$1,679 $1,555
225 300+
$817.48 $819.51
135,181 138,900
358,258 348,925
39 34+

Dollars in Thousands

E.Y. 1993

F.Y. 1994 F.Y. 1995 F.Y. 1996 FE.Y. 1997

Type of Revenue:
Dedicated - Special $1,938

$2,657

$2,762 $2,762

$2,762
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1996-1997 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN
ACTIVITY: MINITEX LIBRARY

FY 1996 FY 1997
Eet.  nAgency  Agency Govermor  Agency  Agemcy Governor

ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
S - P m—ss= m=s—oomsoz s=mc==sz== == = == =
EXPENDITURES:
DETATL BY CATEGORY:

STATE OPERATIONS:

EXPENSES/CONTRACTUAL SRVCS 3,146 4,720 4,825 4,825 5,275 4,870 4,825 5,335 4,870

SUBTOTAL STATE OPERATIONS o 3,146 4,7;; 4;825 4:;;; ==---;:;;; ) 4,870 4:;;; ) 5,335 4,87;
TOTALH;;;ENDITURES 3,146 4,720 4,825 4,825 5,275 4:;;; 4,82; =====;T;;; =====:f:::
CURRENT SPENDING: 4,825 4,825 4,825 4,825 4,825 4,825
AGENCY PLAN ITEMS: FUND

""" winiTEx vrTIATRE  cew 450 s 510 s
;;;:L AGENCY PLAN ITEMS - T =======:;: 4; - - ;:; ——---==%:;

SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL . 1,208 2,063 2,063 2,063 2,513 2,108 2,063 2,573 2,108
STATUTORY APPROPRIATIONS:

AGENCY 1,938 2,657 2,762 2,762 2,762 2,762 2,762 2,762 2,762
TOTAL FINANCING 3,146 4,720 4,825 4,825 5,275 4,870 4,825 5,335 4,870
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM: Planning and Coordination
ACTIVITY: MINITEX

ITEM TITLE: MINITEX Modernization

1996-97 Bieanium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
Expenditures: ($000s)
General Fund
- State Operations $450 $510 $510 $510
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No_X
If yes, statutes(s) affected:

RATIONALE:

Over the years, MINITEX has proven to be an efficient, cooperative, and cost effective approach
for providing library-based information to Minnesota’s post-secondary institutions and public
libraries. With effective cooperative planning and a major initiative in the 1994-95 biennium,
MINITEX is integrating the new technologies into the delivery of its services thus enhancing fur-
ther the efficient, cooperative, and cost effective delivery of library-based information. In addi-
tion, MINITEX will be an important part of the foundation to support the proposed Minnesota
distance delivery system for educational programs.

The request for supplemental funding consists of 4 areas of MINITEX activities: 1) The major
portion of the requested amount, $325,000 in F.Y. 1996 and $360,000 in F.Y. 1997, will be tar-
geted to extend the use of information and telecommunications technologies to improve resource
sharing and to position library resources to support the state’s parallel initiatives to establish a
distance delivery network for education. The appropriation for F.Y. 1994-95 covered only a
portion of the cost of access to these data bases, and institutions have been required to provide
some of the funds to purchase access for their libraries as well as to provide appropriate equip-
ment in their libraries. Consequently, a-few community college and private college libraries do not
have access to these resources. Additional funding is needed to extend access of the current data
bases to the academic and state agency libraries that do not now have access and to provide licens-
ing agreements for access to additional databases and full text periodicals. The proposal targets
$300,000 per fiscal year to assure continuation and development of licensing agreements and
access developed in the last biennium. $25,000 in F.Y. 1996 and $60,000 in F.Y. 1997 are tar-
geted for the purchase of equipment and extension of leased subscriptions to make government
documents and newspapers available online to academic and state agency libraries. 2) Demand for
MINITEX services has grown substantially over the years and thereby held down otherwise re-

quired expenses by the state’s many academic, public, and participating private libraries through
the sharing of common resources. This request of $45,000 for each year will be targeted to absorb
the projected 9.7% increase in consumer demand for document delivery. 3) A pilot project initi-
ated during 1994-95 to use scanning technologies for sharing material has proven successful for 3
sites. $30,000 in F.Y. 1996 and $55,000 in F.Y. 1997 will be targeted to expand the pilot test to
11 sites around the state. 4) $50,000 for each year is required to provide training to staff from
participating libraries. One of the issues facing MINITEX is how to minimize the amount of work
(and rework) that MINITEX staff must do in handling document delivery requests. These funds
will provide training to staff members at participating libraries so that they can use MINITEX
processes and electronic data bases and technologies more effectively to minimize both the number
of documents requested and problems in the requests made.

PROGRAM OUTCOMES:

This initiative maintains and improves student access to increased library resources through shar-
ing and would allow libraries to use their limited resources more effectively.

LONG-TERM IMPACT:

This will improve services to MINITEX users through cost containment at post-secondary institu-
tions through more efficient use of limited library resources, particularly in Greater Minnesota.
This initiative also supports the distance learning effort being developed by enhancing the avail-
ability of library resources.

The costs for these initiatives are expected to continue past the next biennium. The cost for scan-
ning equipment and technologies is expected to increase in the future if the pilot test is extended
to include all academic and state agency libraries.

GOVERNOR’S RECOMMENDATION:

The Governor recommends an appropriation of $45,000 in each year of the biennium to cover the

costs of projected document delivery demand increases. The Governor is not able to recommend
funding for the remainder of this initiative because of state budget constraints.
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BUDGET ACTIVITY:  Learning Network of Minnesota
PROGRAM:  Planning and Coordination
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

This activity is administered by the Telecommunications Council through the Higher Education
Coordinating Board. The Telecommunications Council and grants to regional telecommunications
networks were established by the 1993 Minnesota Legislature. This legislation was in response to
a statewide planning group that agreed that (a) all campuses should be linked at the regional level
to allow use of instructional telecommunications across campuses and (b) all regions should be linked
in a statewide network.

The membership of the Telecommunications Council includes representatives of the University of
Minnesota, the State University System, the Community College System, the Technical College
System, the Higher Education Board, the private colleges, the Department of Education, the
Department of Administration, regional telecommunications networks, the state Senate, the
Minnesota House of Representatives, and the Minnesota Higher Education Coordinating Board. The
1994 Minnesota Legislature amended the legislation to expand the council to include representatives
of the elementary-secondary sector.

The intent of this initiative is to enhance and expand the use of telecommunications and other
instructional technologies to expand the availability of courses and degrees throughout the state. This
objective established 2 types of grants to interconnect institutions around the state: 1) regional
coordination and planning grants that were aimed at supporting the coordination and management
within each region, and 2) regional linkage grants that were intended to establish or complete
telecommunications linkages among campuses within and between regions.

The Telecommunications Council recommended that funding for regional linkage grants be given
in the following order of priority: 1) providing the equivalent of a full DS-1 bandwidth capacity
between all campuses within a region, 2) interconnecting all regions, 3) connecting significant off-
campus sites to regional networks, and 4) providing additional capacity between campuses.

Two different kinds of technology have been used to transmit video instruction, analog and digital.
Pre-existing regional networks in northwest, southeast, and central Minnesota are analog-based,
which allows full-motion video among multiple locations. The University of Minnesota network had
relied on digital technology, relying on computer compression technology.

By F.Y. 1995, several regions were expanding existing linkages to new institutions, in some cases
adding digital nodes to a pre-existing analog technology-based network. Linkages between regions
were funded in F.Y. 1995, beginning with at least one node in each region. The nodes were
connected through the Minnesota Department of Administration’s MNET system in St. Paul. If
funding allows, a second node will be established in each region to provide greater capacity and
flexibility for transmission among the regions around the state.

BUDGET ISSUES:

It is anticipated that the base funding level is adequate to continue this part of the instructional
telecommunications initiative. If additional components are added, funding will need to be attached
to the initiative.

REVENUE:

None.
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1996-1997 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN
ACTIVITY: LEARNING NETWORK OF MINNESOTA

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor

ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:

STATE OPERATIONS:

PERSONAL SERVICES 25 30 30 30 30 30 30 30

EXPENSES/CONTRACTUAL SRVCS 17 3,684 3,020 3,020 3,020 3,020 3,020 3,020
MISC OPERATING EXPENSES 2

SUBTOTAL STATE OPERATIONS 44 3,714 3,050 3,050 3,050 3,050 3,050 3,050

LOCAL ASSISTANCE 1,042

TOTAL EXPENDITURES 1,086 3,714 3,050 3,050 3,080 3,050 3,050 3,050
CURRENT SPENDING: 3,050 3,050 3,050 3,050 3,050 3,050
SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 1,086 3,714 3,050 3,050 3,050 3,050 3,050 3,050
TOTAL FINANCING 1,086 3,714 3,050 3,050 3,050 3,050 3,050 3,050
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BUDGET ACTIVITY:  Policy and Program Planning

PROGRAM:  Planning and Coordination
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

The activities of Policy, Planning, and Coordination provide centrally available effective and cost
efficient data for policy development and planning, the coordination of activities, and the
administration of mandated programs. These activities contribute to the effectiveness and efficiency
in meeting Minnesotans’ post-secondary education needs through: short-range and long-range
planning leading to a sound basis for policy decisions and program actions; maintaining
comprehensive databases; and administering state and federally mandated programs. The desired
results are coordinated and comprehensive state post-secondary education efforts that meet the
changing needs of Minnesotans efficiently and effectively, and which are conducted within a
framework of responsible policy based on adequate data, consultation, and planning. Students,
parents, taxpayers, policymakers, and higher education providers are clients served.

BUDGET ISSUES:

The agency proposes to enhance its parent and student information program, which provides
information to parents and students on how to plan for post-secondary education by adding a
component that will focus primarily on low income persons, persons of color, and potential first
generation college students. This initiative is estimated to cost $280,000, of which $130,000 will be
reallocated from within the agency administrative budget and $150,000 will be an additional funding
request for each year of the biennium.

Since 1990, the agency has developed and staffed the Graduate Follow-Up System with no additional
resources. In 1993 and again in 1994, the agency requested funding for an audit of the data on
graduate placement. Without an audit, data reported by institution cannot be verified. No funds were
provided, and the agency cannot absorb the cost (§250,000-$300,000 per year). The agency proposes
elimination of the program if audit funds are not available.

In the past biennium, the legislature and post-secondary systems have suggested that the board
collect and analyze additional financial aid data. The 1994 Legislative Auditor’s report recommended
that the board do more analysis in student financing. This will require the agency to either
discontinue other mandated functions and reallocate resources to this function, or request additional
resources.

The agency proposes to increase the fees for Private for Profit Career Schools licensure to make it
completely self supporting. The agency proposes a fee schedule based on the number of students,
because the larger schools’ licensure process-requires more staff time and therefore, these schools
should pay a higher fee. This would not impact the General Fund.

REVENUE:

This activity generates dedicated revenue.

Type of Revenue:
Dedicated - Special
Dedicated - Federal

TOTAL

Dollars in Thousands

F.Y.1993 FE.Y.1994 FE.Y.1995 F.Y.1996 FE.Y. 1997
$22 $67 $73 $82 $92
_0 _84 201 201 201
$22 $151 $274 $283 $293
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1996-1997 BIENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN
ACTIVITY: POLICY & PROGRAM PLNG
FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 793 841 1,008 1,044 1,044 1,018 1,052 1,052 1,018
EXPENSES/CONTRACTUAL SRVCS 309 182 . 260 303 351 351 303 351 351
MISC OPERATING EXPENSES 41 52 85 92 97 $7 92 97 97
SUPPLIES/MATERIALS/PARTS 12 13 14 15 17 17 15 17 17
CAPITAL EQUIPMENT 1 16
HIGHER EDUCATION 1 15 15 15 15 15 15 15
= E========= === = s========= == ===z====== ========== ==========
SUBTOTAL STATE OPERATIONS 1,156 1,105 1,382 1,469 1,524 1,498 1,477 1,532 1,498
LOCAL ASSISTANCE 75 3 95 45 95 45
TOTAL EXPENDITURES 1,231 1,108 1,382 1,469 1,619 1,543 1,477 1,627 1,543
CURRENT SPENDING: 1,382 1,382 1,382 1,382 1,382 1,382
AGENCY PLAN ITEMS: FUND
PARENT INFORMATION INITIATIVE GEN <50> <50> <50> <50> <50> <50>
PARENT INFORMATION GEN 130 130 130 130 130 130
PARENT INFORMATION INITIATIVE GEN 150 100 150 100
POST-SECONDARY LICENSING & REGISTRATION SR 26 26 34 34
APPROPRIATION CAP REDUCTION, POLICY & PGM PLNG GEN <17> <17> <17> <17> <17> <17>
APPROPRIATION CAP REDUCTION, PROFESSIONAL SERV GEN <2> <2> <2> <2> <2> <2>
TOTAL AGENCY PLAN ITEMS 87 237 161 95 245 161
SOURCES OF FINANCING:
- DIRECT APPROPRIATIONS:
GENERAL 1,161 927 1,081 1,142 1,292 1,242 1,142 1,292 1,242
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 32 58 s9 85 85 59 93 93 59
FEDERAL 84 201 201 201 201 201 201 201
HECC LOAN 38 39 41 41 41 41 41 41 41
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1996-1997 B I ENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN
ACTIVITY: POLICY & PROGRAM PLNG

FY 1996 FY 1997
Bst. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
TOTAL FINANCING 1,231 1,108 1,382 1,469 1,619 1,543 1,477 1,627 1,543
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM: Planning and Coordination
ACTIVITY: Policy and Program Planning

ITEM TITLE: Student/Parent Information Needs

1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
Expeaditures: ($000s)
General Fund
- State Operations $150 $150 $150 $150
Revenues: ($000s)
General Fund $-0- $-0- $-0- $-0-

Statutory Change? Yes No _X
If yes, statutes(s) affected:

RATIONALE: Student/Parent Information Needs

The board is requesting $280,000 per year to expand and target information to students and par-
ents about post-high school opportunities and how to plan for them. Specific emphasis will be
placed on the needs of families of color, low income families, and families with no post-secondary
experience. The board proposes to fund the initiative from 2 sources:

8 internal reallocation of $130,000 per year; and
@ new funding of $150,000 per year.

The request is based in large part on the results of 2 research projects completed for the board in
summer 1994—Amherst H. Wilder Foundation Research Center, Minnesota Post-High School
Education and Career Information Sources, Needs, and Preferences-Responses from Students
Parents, High School Counselors, and TRIO Directors (July 1994), and Anderson, Niebuhr &
Associates, Inc., A Survey of Parents and Students Regarding Their Needs for Information To
Help Plan for Education After High School (July 1994).

The Wilder study was based on focus groups with students and parents from communities of
color, low income families, and families with no experience in post-secondary education. Also
100 high school counselors and 10 federal TRIO Program personnel were interviewed. Anderson,
Niebuhr surveyed 350 households (700 parents and students) throughout Minnesota and conducted
several in-depth interviews.

The request stems from the board’s longstanding belief that students and parents need objective,
timely information in order to make sound decisions about their future education and careers; and

that without it, they may make ill informed decisions or rule out further education. Currently,
under the auspices of the Post High School Planning Program (M.S. 136A.87), the board provides
information to all eighth graders about planning for life after high school; informs parents with
children of all ages about academic and financial planning for their children; distributes informa-
tion about financial aid; and develops information for school counselors. The parent information
project includes some outreach to families of color and low incomes; private financial contribu-
tions have made this possible.

The board already has demonstrated its commitment to this activity though an initial internal real-
location of $30,000 in F.Y. 1994 and F.Y. 1995. The 1994 internal reallocation funded the 2 re-
search projects. The 1995 internal reallocation is supporting the development of new materials and
adaptation of existing materials for families of color, low income, and first generation college
students and families. Key ges about the availability and achievability of educational oppor-
tunities and how to pursue them are being tailored for these populations, translated, and distribut-
ed.

In F.Y. 1996 and F.Y. 1997, the board proposes to further develop the focus of communication
and outreach to target populations in several ways. Among these will be:

B Expanding Get Ready parent information outreach effort;

@ Continuing to translate and distribute materials, including pilot direct mail efforts; and

# Employing part-time HECB “counselors” with diverse backgrounds to meet with groups or
organizations from target populations to provide information and guidance.

@ [Establishing a program of grants to community- and minority-based organizations to encour-
age post-high school opportunities and planning; and

B  Setting up a student/parent information "hotline™ which includes possibility of communication
in Spanish, Hmong, and other languages.

In addition, the board plans to expand information to parents and students about financing post-
high school education. Among possible steps are:

8 Developing a parent companion to the current student publication, Future Choices, that focus-
es on the financing aspects of planning;

& Conducting a direct mail pilot test for parents;

8 Developing and implementing strategies to promote saving for post-high school education;
and

& Developing a Post-High School Planning "kit" that can be used by groups of parents and
families, schools, and other organizations.

The recommendations flow from the research reports. The Wilder study concluded that families
from communities of color and families with low incomes are in serious need of accurate informa-
tion. When they do receive the information, they do not have the tools necessary to interpret it. It
takes more than just a publication or brochure or college catalog to make the information mean-
ingful to families so that they can use it. Parents and students are looking for resources within
their own communities. To reach them effectively, HECB should utilize community-based and
ethnic-specific organizations and agencies. Through personal contact and interaction, the informa-
tion available through HECB and others will be most useful.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM: Planning and Coordination
ACTIVITY: Policy and Program Planning
ITEM TITLE: Private for Profit Career School Licensure
1996-97 Biennium 1998-99 Biennium
F.Y. 1996 F.Y. 1997 F.Y. 1998 F.Y. 1999
Expeaditures: ($000s)
General Fund
- State Operations $-0- $-0- $-0- $-0-
- Grants $-0- $-0- $-0- $-0-
Revenues: ($000s)
Special Revenues
Dedicated $9 $19 $19 $19

Statutory Change? Yes _ X No
If yes, statutes(s) affected: M.S. 141.25-141.26

RATIONALE:

Prior to F.Y. 1993, the regulatory function for the Private for Profit Career Schools was the
responsibility of the Minnesota Department of Education, and receipts were deposited to the Gen-
eral Fund as non-dedicated receipts. In the F.Y. 1994-95 Budget Request, the board proposed
legislation to make the oversight of Private for Profit Career Schools self-supporting by adjusting
the fee structure and requesting a change in the depositing of fees from the State General Fund to
the board’s Special Revenue Fund. The legislature approved these changes, and, as of F.Y. 1994,
fees generated from Private for Profit Career School Licensure are deposited into the board’s
Special Revenue Fund. The Private Institution Registration Program, performed by the board, is
funded entirely by registration fees collected. Statutory overlap of Private Institution Registration
and Private for Profit Career Schools licensing has been eliminated, with the result that institu-
tions previously were required to pay both fees, are now only required to pay one fee.

Currently, approximately 70 institutions are processed annually under Private Institution
Registration. The annual registration fee for Private Institution Registration is $350; the fee for a
new institution is $450. The approximately 45 private for-profit career schools pay an annual
licensing fee of $650. There are approximately 10 new license applications for new schools which
also pay a fee of $650. In addition, an estimated 40 solicitor’s licenses are issued annually for a
fee of $250 each. The funds are retained by the board. The Private for Profit Career Schools
oversight mandate requires substantially more staff time per institution than Private Institution
Registration.

PROGRAM OUTCOMES:

The board intends to make the oversight portion of the Private Institution Registration and Private
for Profit Career Schools programs self-supporting by adjusting the current fee structure. Smaller
Private for Profit Career Schools require significantly less staff time to regulate than larger Private
for Profit Career Schools. Smaller schools require less staff time due to there being fewer materi-
als reviewed during re-licensure, changes seldom made in curriculum, fewer new programs devel-
oped, and few, if any, student complaints. Larger schools, on the other hand, require more over-
sight due to more students attending these schools, a larger volume of materials to review during
re-licensure, changes in curriculum and newly developed curriculum most be reviewed more
often, more teachers are employed at these schools, there is a larger turnover of instructors, and
there are more complaints filed by students attending larger institutions. In addition, initial appli-
cations for licensure for new institutions require higher levels of staff time than do renewal appli-
cations from existing institutions. More time is spent by staff on initial applications due to new
materials, all instructors being required to gain approval, all programs requiring review and ap-
proval, and initial site visits being conducted. Due to this variance in staff time required to regu-
late institutions, the board proposes to develop a sliding fee scale based on fall quarter enrollment
figures and implement a higher fee for initial applications for new institutions.

LONG TERM IMPACT:

Private Institution Registration and Private for Profit Career Schools licensing currently funds
1.2 FTE. This is inadequate to provide a reasonable performance of duties. The board proposes to
increase these levels to 1.95 F.T.E. for F. Y. 1996 and 2.20 FTE for F.Y. 1997. The following
proposed fee increases would bring these programs closer to self-sufficiency.

PIR-new
PIR-existing
PTS-new
PTS-existing less
than 100 students
PTS-existing more
than 100 students
Solicitors

Total

$450. (4) (=$1,800)
$350 (70) (=$24,500)
$650 (10) (=$6,500)
$650 (15) (=$9,750)
$650 (32) (=$20,800)
$250 (40) (=$10,000)

$73,350

GOVERNOR’S RECOMMENDATION:

$450 (2) (=$900)

$350 (70) (=$24,500)
$800) (10) (=$8,000)
$700 (15) (=$10,500)
$750 (35) (=$26,250)
$300 (40) (=$12,000)

$82,150

Proposed Proposed
E.Y. 1995 E.Y. 1996 E.Y. 1997

$450 (2) (=$900)
$350 (70) (=$24,500)
$950 (10) (=$9,500)
$700 (15) (=$10,500)
$900 (35) (=$31,500)
$375 (40) (=$15,000)

$91,900

The Governor does not concur with the agency’s request to increase dedicated fees for licensing
private for profit career schools.
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F.Y. 1996-97 AGENCY BUDGET INITIATIVE

AGENCY: Higher Education Coordinating Board (HECB)
PROGRAM: Planning and Coordination
ACTIVITY: Policy and Program Planning

ITEM TITLE: Student/Parent Information Needs
(Continuation)

Additional Wilder report conclusions are that:

8 Students in greatest need of information are from families with no previous post-secondary
experience, with low incomes, with limited English, or poor academic records. They are most
likely to drop out of school, less likely to attend college or apply for financial aid, and most
likely to be overlooked by school staff.

@ Lack of experience with the U.S. educational system and limited English present problems for
Southeast Asian parents in knowing where to go for information. For American Indian par-
ents, limited involvement with the schools prevents access to information, and frustration with
schools presents problems for African Americans. )

B Many parents are unable to identify information that would help them guide their children
toward suitable educational decisions.

@ Students and parents overestimate the cost of attending post-secondary institutions by 2 to 4
times the actual cost. Few demonstrate specific knowledge about financial aid.

®  Counselors report that 2 of the greatest misconceptions parents have is that school is not an
option due to cost and that students will receive all the money they need. They also reported
that one way to help motivate parents to plan earlier is to provide them with accurate infor-
mation about saving earlier and about the costs of higher education.

The Wilder study recommended that students and parents be provided information at an early
stage (elementary years) in order to broaden their options in thinking about post-high school
education and careers; that opportunities be provided for students and families to explore
firsthand and experience various educational and career areas; that publications be available in
other languages, such as Spanish and Vietnamese and be distributed directly to homes; and
that programs that have been successful in reaching low income, limited English families,
such as the federal TRIO programs, be promoted and used more by HECB.

The Anderson, Niebuhr survey found that, in general, attitudes of parents and students about
higher education tend to reflect a realization that while higher education can make a difference in
one’s future employment and well being, it is not easily attainable due to financial obstacles.

& Only half (53%) of parents actually have put aside money for higher education. However,
93% of parents expect that their children will attend some type of post-secondary school, and
88 of students expect that they will attend a post-secondary school.

8 85% of parents think they should begin saving for a child’s education some time before a
child leaves elementary school; nearly two thirds (61%) of these parents believe that saving
for a child’s education should start earlier, some time from the day of a child’s birth to the
day a child starts kindergarten.

8 40% of parents and 47% of students do not feel at all informed about financial aid eligibility
requirements.

The report offered several recommendations, including expansion of the board’s statewide pro-
gram of distributing information to schools throughout Minnesota. The consultant’s report recom-
mended that HECB address early on parents’ predominant concern about their ability to pay for
the higher education of their children, via both traditional and nontraditional communications
channels; that information be provided to both parents in grades 9-11 about a range of topics
pertaining to financial aid, and provide it directly to parents; and selectively differentiate strategies
for providing information, based on different needs of the populations served.

The findings of the Wilder study, taken together with demographic trends and projections, elevate
the importance and urgency of developing and implementing strategies that directly help low
income and minority students have hope, plan for, and pursue educational opportunities beyond
high school.

The State Demographer projects that over 24% of the state’s children will be racial and ethnic
minorities by the year 2020—more than double the current level. The Planning Agency also has
pointed out that Minnesota’s minority children are very economically disadvantaged relative to
white children and are likely to be poorer than children in the rest of the United States. Research
suggests that cost and financial aid are perhaps the greatest barriers to college attendance and
graduation among first generation college bound students from families with low incomes.

PROGRAM QUTCOMES: As a result of this initiative, students and families will be informed
about and motivated to pursue educational opportunities beyond high school. Parents will begin
planning--both academically and financially--when their children are young.

In particular, families of color, of low income, and with no previous college experience will
understand the wide range of options available to their children and will have the tools available to
prepare for them. Language and cultural barriers will be bridged, and misinformation and
misperceptions will be minimized or eliminated.

Information will help reduce their families’ anxieties about financing post-high school education,
and encourage families to begin early planning. As a result of increased information, families will
increase their frequency and/or level of saving.

LONG TERM IMPACT: In the long term, students and families will make sound decisions
about their future based on good information. This will contribute to increased access and success
for students and parents of color and low incomes. Early information and intervention will reduce
barriers to post high school education and reduce the number of families that rule out further
education because they have a narrow understanding of their options and don’t know how to
pursue planning assistance.

GOVERNOR’S RECOMMENDATION: The Governor recommends an annual appropriation of
$100,000 to supplement agency reallocations for activities related to student and parent informa-
tion. This appropriation is to be used to further increase the board’s efforts at providing college-
readiness information to families of color, low income, and first generation college students and
parents. This appropriation is also to expand the board’s efforts at educating parents about finan-
cial planning for college, including ways to promote saving for post-high school education.
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1996-97 Biennial Budget REVENUE:

BUDGET ACTIVITY:  Miscellaneous Grant Programs This activity generates dedicated receipts.
PROGRAM:  Planning and Coordination
AGENCY:  Higher Education Coordinating Board (HECB) Dollars in Thousands
‘ F.Y. 1993 FE.Y. 1994 F.Y. 1995 F.Y. 1996 F.Y. 1997
ACTIVITY DESCRIPTION: Type of Revenue:
Dedicated - Federal $1,024 $1,002 $1,205 $1,205 $1,205

This activity contains flow through grants administered by the HECB. The General Fund Grants
include: Violence and Abuse Collaboration Grants, and Youth Service Learning Grants, MnCare
funded grants are Rural Clinical Sites for Nurse Practitioner Education Grants and Grants to Recruit
and Retain Persons of Color in Nursing Programs, federal funded grants include the Eisenhower
Grants for the Training and Retraining for Teachers and Community Service Grants.

The Violence and Abuse Collaborative Grants are used to support development of multidisciplinary
education to prepare professionals who work with victims or perpetrators of violence and abuse and
to encourage development of professional education programs that support multidisciplinary
collaboration in providing health care, human services, and education.

The Youth Service Learning grants support expanded community service, service-learning, and
work-based learning methods for students attending the institutions and for elementary and secondary
school teachers.

The Rural Clinical Sites for Nurse Practitioner Education Grants is a grant program to colleges or
schools of nursing that operate programs in rural areas to prepare registered nurses for advanced
practice as nurse practitioners. Programs shall develop rural clinical sites, allow students to remain
in their communities for clinical rotations, and provide faculty to supervise students at the rural sites.

The grants to Recruit and Retain Persons of Color in Nursing Education are institutional grants for
the recruitment and retention of students of color in nursing programs leading to licensure as a
registered nurse. All grants must be matched with grantee sources or nonstate money.

Under the Dwight D. Eisenhower Mathematics and Science Education Act, the federal government
allocates funds to states to improve the content, knowledge and skills of teachers, the quality of
instruction, and the achievement of students in mathematics and science. Funds are made available
to higher education institutions on a competitive basis for inservice training programs for elementary
and secondary teachers and for programs designed to improve understanding and performance of
students traditionally underrepresented in these subject areas.

The federal Corporation for National and Community Service funds a matching grants program for
higher education institutions or public agencies working in partnership with those institutions. Funds
support innovative projects designed to encourage post-secondary students to participate in
community service activities, projects designed to integrate service-learning into the curriculum, and
projects that provide instructional support for service-learning programs in the K-12 classroom.

BUDGET ISSUES:

This activity reflects the pro rata reductions required to stay within the agency’s budget cap. Other
than those reductions, it is a continuation of the base budget.
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1996-1937 B I ENNIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: PLANNING & COORDINTN
ACTIVITY: MISCELLANEOUS GRANT PROGRAMS

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 = FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 37 48 46 46 46 46 46 46 46
EXPENSES/CONTRACTUAL SRVCS 25
MISC OPERATING EXPENSES 1 1
HIGHER EDUCATION 4 3 4 4 4 4 4 4 4
s=mzzzsszossoossoz mzmns== S===c===== =======s== ===oz=====r =s=s======= =ss====s===
SUBTOTAL STATE OPERATIONS 67 52 50 50 50 50 50 50 50
LOCAL ASSISTANCE 1,154 1,556 1,649 1,633 1,633 1,633 1,633 1,633 1,633
TOTAL EXPENDITURES 1,221 1,608 1,699 1,683 1,683 1,683 1,683 1,683 1,683
CURRENT SPENDING: 1,689 1,689 1,689 1,689 1,689 1,689
AGENCY PLAN ITEMS: FUND
APPROPRIATION CAP REDUCTION, VLNC & ABUSE GRNTS GEN <2> <2> <2> <2> <2> <2>
APPROPRIATION CAP REDUCTION, VLNCE COLLAB GRANT GEN <4> <4> <4> <4> <4> <4>
TOTAL AGENCY PLAN ITEMS <6> <6> <6> <6> <6> <6>

SOURCES OF FINANCING:

DIRECT APPROPRIATIONS:

GENERAL 149 390 445 429 429 429 429 429 429
HEALTH CARE ACCESS 48 300 250 250 250 250 250 250 250
STATUTORY APPROPRIATIONS:

FEDERAL 1,024 918 1,004 1,004 1,004 1,004 1,004 1,004 1,004
TOTAL FINANCING 1,221 1,608 1,699 1,683 1,683 1,683 1,683 1,683 1,683
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1996-97 Biennial Budget

PROGRAM: Agency Administration
AGENCY: Higher Education Coordinating Board (HECB)

PROGRAM DESCRIPTION:

This program 1) provides leadership, direction, supervision, and control of the agency; 2) serves the
board’s needs, and assures the effective operation of the board; and 3) supports the agency’s
divisions and programs with administrative, fiscal, personnel, office services, data processing, and
information management services. This comprehensive management respongibility also involves
service to the governor and legislature, liaison with federal agencies, and the appropriate
congressional offices, and relationships with the general public, including the media. Preparation and
timely dissemination of reports, proposals, and program analysis are important aspects of the
program.

This program supports the Minnesota Milestone theme that "Minnesota will have the advanced
education and training to make the state a leader in the global economy." The board develops and
advocates public policies that will help ensure Minnesota has accessible, high quality, efficiently
operated statewide higher education system. Further, the board possesses the capacity to monitor
progress in achieving this Milestone theme through its data bases on enrollment, transfer,
persistence, graduation, and job placement of graduates.

PROGRAM STATUS:

The board believes that post-secondary education must undergo significant change in the 1990s and
beyond in order to meet the increased expectations and needs of its customers. Major changes will
be needed to maintain and enhance the state’s historic commitment to access, quality, efficiency, and
diversity. To help promote change, the board has identified and is working to help implement
several strategic initiatives that form a framework for the board’s work.

Alternative Instructional Delivery and Learning Approaches—The board is exploring the potential
use of alternative learning styles to the traditional campus classroom. Discussion is occurring on how
more of higher education can shift from a traditional focus on teaching to one emphasizing and
encouraging self directed learning. Board staff are conducting a study to examine alternative delivery
and learning models, including approaches that work in other states and countries. In winter 1994,
the board sponsored presentation on British Columbia’s Open Learning Agency, one of the leading
examples of open learning and distance education in the country.

Use of Telecommunications and Instructional Technologies—-The 1993 legislature appropriated
$4.8 million to the board to expand telecommunications links between campuses and to coordinate
the use of telecommunications in providing programs and support services. This is being
implemented through the work of the Telecommunications Council, which the board staffs and
chairs. Moreover, the MINITEX Library Network is increasingly using electronic technologies to
obtain and distribute library resources to students throughout Minnesota. As required by the 1994
legislature, the board has convened a Library Planning Council to address future library needs for
education in Minnesota.

Enhancing Transitions Between K-12 and Post- Secondary Education—-The board has been
working on several activities that contribute to a successful transition from one level of education
to another and to employment. Activities include teacher education renewal and school innovation,
communication to students and parents, community service opportunities, and workforce
development. Also, the board has been involved in promoting coordination between K-12 outcome
standards and post-secondary education preparation and admission requirements.

Improving Access and Success for Students of Color—-The board has been working with
representatives of color in the post-secondary community to examine how "good practices” apply
to students of color and to consider recommending a funding framework that can be used to
challenge the post-secondary community to improve the success rate of all students. A study
conducted for the board by the Wilder Research Center concluded that families from communities
of color and with low incomes are in serious need of accurate information on education after high
school; and when they do receive the information, they do not have the tools necessary to interpret
it. The findings of the Wilder study, taken together with demographic trends and projections, elevate
the importance and urgency of developing and implementing strategies that directly help low income
and minority students plan for and pursue educational opportunities beyond high school.

Metropolitan Area Post-Secondary Education Needs--Significant needs for higher education in the
metropolitan area have been identified. The growing number of new high school graduates in the
Twin Cities region and the resulting demand for higher education underscore the need for additional
opportunities in the region. This is supported by needs identified by students and employers for
upper division and practitioner-oriented graduate programs. In response, the board has supported
the rapid development and broadening of Metropolitan State University’s undergraduate programs
and professionally focused master’s degree programs.

Student Financing--Student financing has and continues to be a priority issue for the board. The
biennial budget addresses several financial aid issues, including recommendations proposed by the
Financial Aid Task Force in 1994. The 12 member task force, created by the 1993 legislature,
proposed retaining Minnesota’s Shared Responsibility philosophy, but called for a new and more
progressive allocation formula for computing awards. In addition to the State Grant Program, the
board is implementing expansion of the Child Care Grant Program and Work Study Program, and
has implemented changes and arranged financing to enhance the Student Educational Loan Fund
(SELP).

Instructional Program Management--The board, as required by statute, is implementing a process
for the review and approval of existing instructional programs. The board adopted a set of guidelines
for the approval of baccalaureate programs. Guidelines for associate level programs were adopted
several years ago.

Program approval is one of the board’s regulatory responsibilities. The newest responsibility,
mandated by the federal government, is the State Post-Secondary Review Program, intended to
ensure quality and integrity of federal aid programs and to reduce fraud, waste, and abuse. As
distance learning and learning via other technologies become more prevalent, may of the criteria now
used for the board’s regulatory functions may become outmoded or unenforceable. Thus, the board
is re-examining its regulatory responsibilities.
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1996-97 Biennial Budget

PROGRAM: Agency Administration
AGENCY: Higher Education Coordinating Board
(Continuation)

Performance Funding--The board supports efforts to link funding for post-secondary education to
outcomes, and in winter 1993 issued recommendations to accomplish this. The 1994 legislature,
based on recommendations of a legislative-established task force, incorporated a performance funding
component in state funding policy. The board continues to monitor the initial experience with the
new Minnesota funding provisions and, when and if appropriate, could advocate an expansion of this
approach.

The agency administration program will be affected by the results of the agency’s self study of its
future functions, roles, and responsibilities. The study will be completed in December or January.

PLANNED RESULTS:

Implementation of the strategic initiatives will result in increased access and choice of post-secondary
education for Minnesota residents, particularly students of color; increased opportunities in the Twin
City metropolitan area; expanded use of telecommunications and other instructional technologies,
thus stimulating enhanced efficiencies and effectiveness of post-secondary education; and a successful
transition for students between different levels of education.

BUDGET AND REVENUE SUMMARY:
B The agency plan calls for reduction in funds for this program because of the budget cap and a

reallocation of $40,000 for the information campaign for persons of color, low income persons
and first generation college student initiative.
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AGENCY: HIGHER ED COORD BD

PROGRAM: AGENCY ADMINISTRATION

1996-1997 B IENNIAL BUDGET

(DOLLARS IN THOUSANDS)

FY 1996 FY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY RESOURCE ALLOCATION: FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
AGENCY MANAGEMENT 605 582 586 576 576 576 576 576 576
ADMINISTRATIVE SERVICES 7,569 8,572 10,747 10,274 10,274 10,274 10,274 10,274 10,274
TOTAL EXPENDITURES BY ACTIVITY 8,174 9,154 11,333 10,850 10,850 10,850 10,850 10,850 10,850
CURRENT SPENDING: 10,915 10,915 10,915 10,915 10,915 10,915
AGENCY PLAN ITEMS: FUND
PARENT INFORMATION INITIATIVE GEN <40> <40> <40> <40> <40> <40>
APPROPRIATION CAP REDUCTION, ADMIN SERVICES GEN <10> <10> <10> <10> <10> <10>
APPROPRIATION CAP REDUCTION, AGENCY MGMT GEN <6> <6> <6> <6> <6> <6>
APPROPRIATIQN CAP REDUCTION, COMMUNICATIONS GEN <4> <4> <4> <4> <4> <4>
APPROPRIATION CAP REDUCTION, GEN <5> <5> <5> <5> <5> <5>
TOTAL AGENCY PLAN ITEMS <65> <65> <65> <65> <65> <65>
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 1,527 1,234 1,786 1,303 1,303 1,303 1,303 1,303 1,303
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 33 41 64 64 64 64 64 64 64
HECC LOAN 6,614 7,879 9,483 9,483 9,483 9,483 9,483 9,483 9,483
TOTAL FINANCING 8,174 9,154 11,333 10,850 10,850 10,850 10,850 10,850 10,850
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1996-97 Biennial Budget Results of the agency self study will help provide future directions for the board.

BUDGET ACTIVITY:  Agency Management REVENUE:
PROGRAM:  Agency Administration
AGENCY: Higher Education Coordinating Board (HECB) None.
ACTIVITY DESCRIPTION:

The Agency Management Activity provides leadership, direction, and supervision to 67 FTE staff,
controls activities of the agency, which manages an overall annual budget of approximately
$185 million, and serves the 11 members of the board by assuring its effective operation.

This comprehensive management responsibility includes developing and accomplishing the agency’s
work plan, identifying agency priorities, and communicating the results of board actions and
policies.

The agency provides several significant services. It provides leadership in identifying emerging
higher education policy issues and developing solutions. The board provides professional, neutral
leadership and analysis that helps inform decisionmakers; this involves the collection and analysis
of data on a variety of issues. The board manages several state and federal mandated post-secondary
education programs. The board also is responsible for regulating post-secondary institutions,
instructional programs, and sites.

The board’s primary constituency is the governor and legislature, who represent the students and
families of the state. The board provides several services directly to students and families, including
the distribution of student aid funds. An important, but secondary constituency, is the higher
education community which includes 4 public systems (2 after July 1, 1995), 2 private sectors, and
about 270,000 students. The board also provides service to a variety of other stakeholders and seeks
to foster collaboration and partnerships among those who have a stake in higher education.

BUDGET ISSUES:

The 1994 legislature directed the board to provide recommendations by January 1995 on the board’s
future functions, roles, and responsibilities following the merger. The study is in process; the report,
including budget implications, will be submitted to the Governor and legislature in late December
or early January.

A key issue continues to be how the agency can, with declining resources, balance its role as a
policy leadership agency in post-secondary education with expanded mandates to regulate and
manage programs and to coordinate various activities. Board personnel, for example, provide
staffing for the Telecommunications Council, established by the 1993 legislature. The board provided
staff for the Financial Aid Task Force, also established by the 1993 legislature, and board staff have
convened the Library Planning Task Force mandated by the 1994 legislature.

The board has responded to this challenge by enhancing the efficiency and quality of its services,
and reallocating resources when possible. The board is implementing Total Quality Management,
and several TQM teams have developed recommendations to improve quality and service. The board
continues to enhance the development of its research data base, and has almost completed
decentralization of the State Grant Program.
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1996-1997 B I ENNTIAL BUDGET
(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: AGENCY ADMINISTRATION
ACTIVITY: AGENCY MANAGEMENT
FY 1996 FY 1997
. Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 431 440 452 452 452 452 452 452 452
EXPENSES/CONTRACTUAL SRVCS 143 112 J111 101 101 101 101 101 101
MISC OPERATING EXPENSES 58 63 55 55 55 55 55 55 55
SUPPLIES/MATERIALS/PARTS 7 6 7 7 7 7 7 7 7
HIGHER EDUCATION <84> <B87> <87> <B87> <B7> <B87> <87> <B87> <B87>
SUBTOTAL STATE OPERATIONS 555 534 538 528 528 528 528 528 528
LOCAL ASSISTANCE 50 48 48 48 48 48 48 48 48
TOTAL EXPENDITURES 605 582 586 576 576 576 576 576 576
CURRENT SPENDING: 586 586 586 586 586 586
AGENCY PLAN ITEMS: FUND
APPROPRIATION CAP REDUCTION, AGENCY MGMT GEN <6> <6> <6> <6> <6> <6>
APPROPRIATION CAP REDUCTION, COMMUNICATIONS GEN <4> <4> <4> <4> <4> <4>
TOTAL AGENCY PLAN ITEMS <10> <10> <10> <10> <10> <10>
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 605 582 586 576 576 576 576 576 576
TOTAL FINANCING 605 582 586 576 576 576 576 576 576
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BUDGET ACTIVITY:  Administrative Services
PROGRAM:  Agency Administration
AGENCY:  Higher Education Coordinating Board (HECB)

ACTIVITY DESCRIPTION:

This activity provides extensive staff support in the areas of information management, financial
management, office and human resource services to assist all agency managers in the implementation
and administration of their programs. In addition, the administrative services division directly
administers 5 loan repayment programs, from processing applications through disbursement and
collection, and collects defaulted SELF loans and State Grant overpayments.

The administrative services division provides accounting, budgeting, financial analysis, financial
reporting, auditing personnel functions, affirmative action compliance and preparation of agency
administrative policy and procedure regulation. Acquisition of all office supplies, services,
equipment and furnishings, mail processing, travel management liaison, copy services, contract
management, and disbursement and receipt of all funds are administered by this activity.

Services provided by Information Management unit include: analysis, design, programming,
maintenance, operation, and staff training for application systems; analysis, design, and
programming for statistical analysis; research database administration; interfacing with hardware,
software, and service vendors; maintenance of and technical support for minicomputers, personal
computers, and communications network; daily computer operations tasks such as printing of reports
and backup; maintenance of, training on, and technical support for minicomputer, personal
computer, and network office support systems.

BUDGET ISSUES:

® This activity is responsible for implementing the Statewide Systems Project (SSP) for the
agency. It is anticipated that the SSP will provide the agency with a more efficient operation in
the support area. These efficiencies should allow this activity to provide for a high level of
support services without additional funds.

@ This activity administers the MnCare loan repayment programs and has done so without
administrative funding. As these programs mature, proliferate, and become more complex, there
may be a need for administrative funding from the MnCare fund.

# Much of the operations of this activity is associated with the funding, accounting and collection
of the agency’s student loan programs. Since this is a self supporting operation, state funds are
not needed, but as these operations grow, this becomes a larger component of this activity’s
funding source. )

B InF.Y. 1995, this activity completed a tax exempt revenue bond issue, of which the proceeds
along with program repayments, at the current volume of new loans should provide sufficient
funding for the SELF program through 1997.

EFFICIENCY MEASURES:

AUDITING F.Y. 1992 F.Y. 1993 F.Y. 1994
Number of Audits 29 34 29
Dollars Recovered $81,000 $60,000 $68,000
ACCOUNTING SUPPORT

No. of Payment Transactions 2,409 2,686 2,730
Percent of Payments made within 30 Days 99.9% 99.1% - 99.0%
GRADUATED REPAYMENT

INCOME PROTECTION (GRIP) F.Y. 1992 F.Y. 1993 F.Y. 1994
Number of Participants 157 184 201
Dollar Amount of GRIP Loans Outstanding $2,509,000 $3,656,000 $4,624,000
Number of Accounts Paid per Month 990 1,079 950
STUDENT EDUCATIONAL

LOAN FUND (SELF) CLAIMS

Number of Claims 521 438 604
Dollar Amount of Claims $1,505,259 $1,275,778 $1,880,261
Dollar Amount Collected on Claims $627,420 $931,495 $1,228,195
STUDENT LLOANS RECEIVABLE

Number of Accounts 56,018 58,149 56,694

$186,611,413  $201,920,803 $198,593,681
$23,095,308  $28,896,770  $30,089,241

Total Amount Receivable for all Accounts
Dollar Amount Collected on Accounts

REVENUE:
This activity generates dedicated and non-dedicated revenue.

Doillars in Thousands
F.Y. 1993 F.Y. 1994 F.Y. 1995 FE.Y. 1996 F.Y. 1997

Type of Revenue:
Optometry & Osteopathy
Contract Payments and
State Grant Overpayments

Non-dedicated - Gen’l $146 $319 $280 $200 $200
Photo Copy Charges
Dedicated - Special 34 36 43 43 43
Dedicated - HECB Loan Fund 30,931 1,228 20,200 1,600 1,800
TOTAL $31,111 $1,583 $20,523 $1,843 $2,043
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1996-1997

BIENNIAL BUDGET

(DOLLARS IN THOUSANDS)

AGENCY: HIGHER ED COORD BD
PROGRAM: AGENCY ADMINISTRATION
ACTIVITY: ADMINISTRATIVE SERVICES
FY 1996 PY 1997
Est. Agency Agency Governor Agency Agency Governor
ACTIVITY SUMMARY FY 1993 FY 1994 FY 1995 Plan Request Recomm. Plan Request Recomm.
EXPENDITURES:
DETAIL BY CATEGORY:
STATE OPERATIONS:
PERSONAL SERVICES 830 854 1,055 1,047 1,047 1,047 1,047 1,047 1,047
EXPENSES/CONTRACTUAL SRVCS 1,446 2,110 3,337 2,876 2,876 2,876 2,876 2,876 2,876
MISC OPERATING EXPENSES 73 68 93 89 89 89 89 89 89
SUPPLIES/MATERIALS/PARTS 68 49 65 65 65 65 65 65 65
CAPITAL EQUIPMENT 367 75 80 80 80 80 80 80 80
HIGHER EDUCATION 4,785 5,416 6,117 6,117 6,117 6,117 6,117 6,117 6,117
SUBTOTAL STATE OPERATIONS 7,569 8,572 10,747 10,274 10,274 10,274 10,274 10,274 10,274
TOTAL EXPENDITURES 7,569 8,572 10,747 10,274 16,274 10,274 10,274 10,274 10,274
CURRENT SPENDING: 10,329 10,329 10,329 10,329 10,329 10,329
AGENCY PLAN ITEMS: FUND
PARENT INFORMATION INITIATIVRE GEN <40> <40> <40> <40> <40> <40>
APPROPRIATION CAP REDUCTION, ADMIN SERVICES GEN <10> <10> <10> <10> <10> <10>
APPROPRIATION CAP REDUCTION, INFO MGMT GEN <5> <5> <5> <5> <5> <5>
TOTAL AGENCY PLAN ITEMS <55> <55> <55> <55> <55> <55>
SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GENERAL 922 652 1,200 727 727 727 727 727 727
STATUTORY APPROPRIATIONS:
SPECIAL REVENUE 33 41 64 64 64 64 64 64 64
HECC LOAN 6,614 7,879 9,483 9,483 9,483 9,483 9,483 9,483 9,483
TOTAL FINANCING 7,569 8,572 10,747 10,274 10,274 10,274 10,274 10,274 10,274
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1996-97 BIENNIAL BUDGET

PROGRAM STRUCTURE

AGENCY: MINNESOTA STATE COLLEGES AND UNIVERSITIES (MnSCU)

PROGRAM PAGE
INSTRUCTION B-85
Minnesota State Colleges and Universities
Community Colleges

State Universities
Technical Colleges

NON-INSTRUCTION B-98

Minnesota State Colleges and Universities
Community Colleges

State Universities

Technical Colleges

HIGHER EDUCATION BOARD B-108

Merger Planning and Administration

STATE COUNCIL ON VOCATIONAL EDUCATION A B-111

OTHER REVENUE B-116
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1996-97 Biennial Budget
Agency Budget Brief
($ in thousands)

Agency: Minnesota State Colleges and Universities (MnSCU) Fund: General State Appropriation Brief Explanation of Agency Plan:
Summary of Agency Actions: The underlying objectives of the Minnesota State Colleges and Universities (MnSCU) budget
F.Y. 1996 F.Y, 1997 F.Y. 1996-97 request are to restore base level funding adjusted for inflation and to begin capitalizing on the
opportunities the merger presents for improving educational programs, providing more efficient
BASE YEAR (F.Y. 1995) : $494,320 $494,320 $988,640 service and maintaining affordable tuition.
BASE ADJUSTMENT: - The budget is made up of three primary components.
One-Time Appropriations $150) . (§150) ($300) The first component is a Budget Plan which complies with Department of Finance (DOF)
Appropriations Carried Forward (317,289 ($17,289) ($34,578) instructions and explains how spending will be curtailed by $9,774,000 in F.Y. 1996 and
Non-Recurring Expenditures . (870 (8365) ($435) $9,480,000 in F.Y. 1997 if the annual appropriations for the Higher Education Board,
Base Transfer $3,657 $3,657 $7,314 community colleges, state universities and technical colleges are lower than in F.Y. 1995.
Special Legislative Adjustments ($23,146) ($23,145) ($46,291) Should this occur, funding will first be provided for the priority programs and operations, as
Attorney General Costs (3207) (8207 ($414) defined in the agency narrative, and for implementation of the merger of the community colleges,
state universities and technical colleges. Reductions will be made in activities and areas not
CURRENT SPENDING $457,115 $456,821 $913,936 judged to be of priority. For the three types of institutions spending would be curtailed by:
AGENCY DECISION ITEMS: 8 Community Colleges ($2,293,000 cach year):
Budget Cap $5,779 $(9,480) $(19,254) - Systemwide initiatives would be reduced in order to protect the base allocations to the
. campuses. These initiatives include campus technology, instructional equipment, student
AGENCY PLAN $447,341 $447,341 $894,682 services, student success and underserved populations.
AGENCY INITIATIVES: & State Universities ($3,634,000 each year):
State Employment for Technical - Phased reductions in state support for intercollegiate athletics. .
College Personnel $13,000 $13,000 $26,000 - Phased reductions in state support for community service, development, alumni and non-
Maintenance of Current Level Service $9,774 $9,480 $19,254 credit continuing education.
Inflationary Growth $13,961 $28,322 $42,283 - Charging full cost for use of campus facilities.
Formula Adjustments 135A.03 $8,407 $8,462 $16,869 ’ - Eliminating or suspending low enrollment academic programs.
Law Enforcement Training $1,045 $1,045 $2,090 - Limiting increases in debt service and plant operations by reducing capital expansion.
Contract Negotiations $247 $-0- $247
Capitalize on Merger & Technical Colleges ($3,829,000- F.Y. 1996) ($3,535,000- F.Y. 1997):
Opportunities $4.904 $6.824 $11.728 - Raising the standards for continued operation of programs.
- Delaying further development of new initiatives.
AGENCY REQUEST $498,679 $514,474 $1,013,153 - Expanding activities in program alignment.

- Consolidation of services to maximize efficient use of resources.

GOVERNOR’S RECOMMENDATIONS:
The second and most significant component of the budget plan is the funding needed to

AGENCY PLAN: $447,341 $447,341 $894,682 successfully merge the community colleges, state universities and technical colleges into a single
Appropriation Cap Restoration $9,774 $9,480 $19,254 system as directed by the legislature and governor in 1991 (MS 136E). Achieving this support
Cambridge Bank Court Decision $4,570 $4,570 $09,140 is the single most important objective of the Higher Education Board in this budget request.
Contract Negotiations 3247 $-0- __$247

$452,792 $452,251 $905,043 In the next biennium there is the first opportunity to begin realizing the benefits anticipated when

the merger was proposed. It will be possible over the next two years to establish measurable
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Agency Budget Brief 1996-97 Biennial Budget
Agency: Minnesota State Colleges and Universities (MnSCU) Fund: General State Appropriation
(Continuation)

objectives and assess the degree to which they have been achieved. These objectives will
include: :

- Consolidating three co-located community and technical colleges.

- Developing eight articulated program agreements which bridge the curriculums of the
community colleges, state universities and technical colleges.

- Expanding PALS (automated library system) to include the technical colleges, to join 75
campuses and state agencies in a statewide electronic library.

- Increasing the number of citizens served by distance learning by 5%.

- Strengthening the structure uniting the urban colleges and Metropolitan State to provide an
integrated public alternative to the University of Minnesota.

- Attempt to reduce by the end of the biennium the number of staff positions in the MnSCU
central office by 20%, barring new mandates passed by the legislature or new obligations
created, such as administering 90 technical college employee contracts or increasing audit
coverage.

- Developing a comprehensive computer-based information system connecting all 62 MnSCU
campuses.

An extraordinary amount of time and energy is being applied by the employees of the three
systems to make the structural and operational changes that are required for MnSCU to be
operational by July 1, 1995. A matching level of support and assistance from the governor and
legislature is essential to successfully manage the three systems. Such supportis needed to assure
that during the period that the campuses are coping with the changes brought on by the merger
they will not also have to confront a significant loss of base funding. The HEB will have few
options for addressing a significant reduction in base funding when it assumes responsibility for
the three systems on July 1. By that time, employment commitments will have been made to
almost all faculty and professional staff. Declaring a financial exigency and cancelling one or
two academic quarters, depending on the potential savings, may be one of the few options that
would yield sufficiently large cost reductions.

The MnSCU budget request is based on the assumption that the state will provide a stable level
of support by maintaining the base budget at the F.Y. 1995 level and funding costs of merger,
inflation and a limited number of important initiatives. All other initiatives would be funded
internally from savings and reallocation. To fund all other initiatives, MnSCU will match dollar
for dollar the amount invested by the state and students to provide enhanced student access,
preparation for productive employment and increased efficiency in the use of resources. Tuition
would be increased by 3 to 4% per year. There is no plan to pass the costs associated with
implementing the merger on to students in the form of higher tuition or to absorb such costs in
the current operating budgets by shifting funds from instructional programs.

The third and final component of the budget plan addresses the role that the state’s policy makers
intend to have higher education play in the future development of the state. The issue, while
complex, boils down to what we value and where we invest tax dollars for the greatest long-term
benefit. Without adequate support for the community and technical colleges, the state universities
and the University of Minnesota, where and how will the next generation of electricians,
managers, nurses, doctors, engineers, technicians and teachers be prepared? Is it in the long-
term best interest of the state to continue withdrawing support for the higher education needed
by ambitious, hard-working citizens who have shown an ability to improve themselves, the state,

the economy and culture?

The question is whether Minnesota’s public policy makers have the vision and determination to
invest in the growing number of citizens with potential for contributing to the ongoing social and
economic viability of the state.

Revenue Summary:
State appropriations and tuition revenue comprise the majority of system operating funds. The

request is based, in addition to the state support shown in this brief, on an increase in student tuition
and an internal reallocation of funds from lower priority areas. The total request is shown below:

E.Y. 1996 F.Y. 1997 Total
F.Y. 1995 Base Budget

Appropriation $447,341 $447,341 $894,682
Tuition 221,310 223,869 445,179
Non-Instructional Revenue 58,673 58,673 117,346
Other Revenue 72,722 72,722 145.444
Sub Total Base $800,046 $802,605 $1,602,651

F.Y. 1996-1997 Request
Appropriation 51,338 67,133 118,471
Tuition 7.325 14,838 22,163
Sub Total Request $58,663 $81,971 $140,634
TOTAL Budget $858,709 $884,576 $1,743,285

The request assumes internal reallocations of $8,785,000 in F.Y. 1996 and $7,550,000 in F.Y.
1997.

Affected Statutes: None.

GOVERNOR’S RECOMMENDATIONS

The Governor recommends a biennial appropriation of $905,043,000to0 the Minnesota State Colleges
and Universities. This appropriation reflects restoration of the appropriations cap reductions and
MnSCU’s share of the state’s cost resulting from the Cambridge Bank court decision. The
appropriation includes $500,000 for reallocation planning and curriculum development costs needed
to modify education programs to prepare prospective K-12 teachers to meet new licensure standards.
It also includes funds to partially support the Governor’s proposed Education to Work Transitions
Initiative.

The Governor recommends that MnSCU limit annual tuition and fee increases for undergraduate
students in degree programs to 3%. MnSCU will be responsible for covering out of its operating
budget any additional costs to the State Grant Program for MnSCU students resulting from tuition
and fee increases exceeding the 3% threshold.

In order to moderate the need for tuition increases, the Governor encourages MnSCU to take
advantage of opportunities for reallocation that the merger will facilitate. These opportunities include
reducing program and course duplication; closing programs with low enrollment or few graduates
and occupational programs with job placement rates of below 60%; merging administrations of co-
located community and technical colleges, and consideration of campus consolidations.
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AGENCY: Minnesota State Colleges and Universities (MnSCU)

AGENCY DESCRIPTION:

In 1991 the legislature passed and the governor signed a bill mandating a restructuring of three-
fourths of Minnesota’s public higher education system. The chief author of the merger proposal said
in announcing the plan, "In order to continue our commitment to excellence we must address the
changing needs of our students and make our higher education system reflect those changes."
Another co-author of the merger legislation said, "Savings will probably not be realized right away,
but ten years down the line we should see some real savings with a more streamlined, cost-efficient
system.”

Minnesota State Colleges and Universities (MnSCU) is the new higher education system resulting
from that merger, bringing community colleges, state universities and technical colleges into a sihgle
integrated system. The new system will encompass 64 campuses in 46 different communities,
160,000 students and 19,000 employees. MnSCU is governed by the Minnesota Higher Education
Board. Planning and policy-making decisions have been under-way on an increasingly intense
schedule. Formal implementation of the merger will occur July 1, 1995. By law the three separate
system boards will cease to exist after June 30, 1995.

MISSION STATEMENT:

Minnesota State Colleges and Universities provide accessible, future-oriented education and
community service through technical, pre-baccalaureate, baccalaureate, masters, occupational, and
continuing education programs.

Each state college and university has a distinct mission that is consistent with and supportive of the
overall mission of Minnesota State Colleges and Universities.

Each state college and university collaborates optimally with other institutions to achieve the mission
of Minnesota State Colleges and Universities.

Minnesota State Colleges and Universities provide quality programs comprising:

Technical education programs, delivered principally by technical colleges, which prepare
students for skilled occupations that do not require a baccalaureate degree.

" Pre-baccalaureate programs, delivered principally by community colleges, which offer lower-
division instruction in academic programs, occupational programs in which all credits earned
will be accepted for transfer to a baccalaureate degree in the same field of study, and remedial
studies.

Baccalaureate and graduate programs, delivered principally by state universities, which offer
undergraduate and graduate instruction in the liberal arts and sciences and professional education
through the master’s degree, including specialist certificates.

AGENCY CHALLENGES:

The merger of the community college, state university and technical college systems is the most
far-reaching change in higher education ever attempted in Minnesota’s history. The merger brings
together three systems of higher education which hold deep beliefs about their own separate missions
and have worked vigorously in the past to carry out those missions largely independently of each
other. Merging of the three higher education systems into a single entity without disrupting the
programs of the campuses or crippling essential operations is the major challenge to this agency.
The work associated with actually implementing the merger needs to be accomplished in ways that
avoid the disruption of campus programs which has occurred in other states that have merged public
higher education systems or institutions.

Despite early opposition and mid-point apathy, the merger is now widely seen as an opportunity for
positive and productive change. However, grasping the opportunity requires up-front investment,
much as a manufacturer invests in redesign and retooling of a new product in order to reap profits
later. The 1991 law supported by the legislature and governor ensures that merger will happen.
But the profits of merger will come only if there is an investment first, to match the commitment
of faculty, administrators, and staff who will carry out the merger for the benefit of students.

The underlying objectives of the Minnesota State Colleges and Universities (MnSCU) budget are to
restore base level funding adjusted for inflation and to begin capitalizing on the unique educational
and programmatic opportunities made possible by the merger--specifically to provide enhanced
student access, greater preparation for productive employment, and increased efficiency in the use
of resources. However, these objectives cannot be achieved without an investment by the state in
funding the costs of the merger.

The costs of the merger are primarily those of assimilating technical college employees into the state
system. On July 1, 1995, for the first time, technical colleges will become state institutions and
their 4,500 employees will become state employees. While the results of pending collective
bargaining are not known, it is projected that additional financial obligations will result as technical
college classified staff are placed into the appropriate state employee classifications and bargaining
units. Other costs will occur as technical college faculty, who have been covered by 18 separate
contracts, are placed in a single bargaining unit represented by the United Technical College
Educators.

In order for MnSCU to be functional by July 1, 1995, seventeen tasks must be completed by that
date. These seventeen tasks, and others that have already been accomplished, are being carried out
by a MnSCU staff of eight people augmented by massive amounts of work by scores of employees
who will be part of MnSCU staff but currently must also carry out the duties of their respective
system offices. Employees from agencies such as the Department of Administration, Finance,
Employee Relations and the Attorney General’s Office have also helped with these and various other
tasks. Employees of the three systems have already spent thousands of hours planning how to merge
pairs of institutions into one; how to link scattered campuses into new, efficient units and how to
smooth credit transfer for students.

The following major tasks must be accomplished by July 1, 1995:

] Recodify all applicable statutes.

L] Revise and consolidate existing board rules for the three systems.
a Prepare a consolidated 1996-97 biennial budget request.

a8 Prepare the 1995 session emergency capital budget request.
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AGENCY: Minnesota State Colleges and Universities (MnSCU)
(Continuation)

Prepare the 1996 session capital budget request.

Develop a process for making F.Y. 1996 budget allocations to the campuses.

Acquire title to the 33 technical college campuses.

Negotiate an agreement defining the operating relationship of three technical colleges with

intermediate school districts.

Negotiate with the Department of Administration a workable delegation of authority in the

areas of contracts and local purchases.

L] Locate, lease, and build out MnSCU central offices and ensure orderly shutdown of current
system offices.

L] Complete management information systems for accounting, procurement, human resources,
and payroll; provide training for users; and develop a rapid response support system. *

B Establish cost effective structures for providing finance, payroll, purchasing, and other
administrative services.

a Train technical college campus personnel on state finance, administrative, and personnel
policies.

L] Reach agreement with the several state employee unions regarding the placement of
employees for collective bargaining.

a Assign non-faculty technical college employees to their proper state job classifications.

B Negotiate with AFSCME, MAPE, and MMA the conditions affecting transfer of technical
college non-faculty employees to state service.

L] Negotiate a statewide collective bargaining agreement with the new technical college faculty

organization.

In summary, the near-term challenge is to make the merger work as the legislature and governor
intended: to serve students better and to serve the state more efficiently.

The long-term challenge is how to provide the educational services expected by citizens when
enrollments are projected to increase and the share of the state budget going into higher education
continues to decline. This shift in funding priorities has taken place without public debate on how
to best invest tax dollars for the greatest long-term benefit of the state. In Minnesota and throughout
the nation, the debate can almost be simplified to education versus prisons. In order to build and
operate prisons with the amenities required under today’s rules, we have shrunk the share of the state
budget available for higher education. As the prisons fill up, tuition goes up. To pay for the upkeep
of felons, we are penalizing citizens who are willing to learn, earn, and invest in the future. Policy
makers face the choice of investing in the future or paying for past failures. The issues are
admittedly complex, but boil down to this: what do we value and where do we invest tax dollars?
The answers to these questions must address the role that higher education will play in the future
development of the state.

AGENCY STRATEGIES:
Minnesota State Colleges and Universities will pursue a three-part strategy.

First, the agency will curtail spending if the combined annual appropriation for community colleges,
state universities and technical colleges is lower than in F.Y. 1995. Should this occur, MnSCU
institutions will first protect their priority programs and operations as required by Laws of Minnesota
1995, Ch. 532, Article 34, Section 5. Reductions will be focused on those activities and areas
considered by the merging systems to be outside their core missions as outlined in the budget
priority section.

The merging systems have identified these potential targets for curtailed spending:

Community Colleges:

L] Reduce or eliminate systemwide initiatives in either the technology/instructional equipment
category or the student success/student services category. The base allocation would be
protected.

State Universities:

a2 Phased reductions in state support for intercollegiate athletics.

L] Phased reductions in state support for community service, development, alumni and non-credit
continuing education.

L Charging full cost for use of campus facilities.

a Eliminating or suspending low enrollment academic programs.

a2 Limiting increases in debt service and plant operations by reducing capital expansion.

Technical Colleges:

L] Raising the standards for continued operation of programs.

L] Delaying further development of new initiatives.

L] Expanding activities in program alignment.

L Consolidation of services to maximize efficient use of resources.

Second, the agency seeks the funding necessary to carry out the merger successfully as directed by
the legislature and govemor in 1991 (M.S. 136E). Carrying out this strategy is the single most
important objective of the Higher Education Board. The next biennium will bring the first
opportunity to achieve some of the benefits anticipated when the merger was initially proposed. It
should be possible over the next two years to establish measurable objectives and judge the
outcomes. Objectives will involve the consolidation of a specified number of co-located community
and technical colleges; development of a specified number of articulated programs bridging the
curricula of the technical colleges, community colleges and state universities; and extension of the
PALS automated library network to link all 64 campuses into a statewide electronic library.
Additional measurable outcomes will be an increase in the number of citizens served by distance
learning and planning an integrated metropolitan public higher education alternative to the University
of Minnesota.

Third, this agency believes that Minnesota’s public policy leadership must address the role higher
education is to play in the future development of the state. Minnesota did not become an admired
state, with a high quality of life, by consciously shrinking its investment in higher education. Rather,
a strong public higher education system is a part of the quality of life we value. As noted above, it
is time for Minnesota’s public policy leadership to discuss openly the question: What do we value?
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BUDGET PRIORITIES

In adopting a new higher education funding formula in 1994, the legislature directed governing
boards of each public higher education system to develop their "highest budget priorities in
accordance with statewide objectives for higher education.” (Chapter 532, Art. 3, sec. 5) To indicate
their belief in the central roles of the three types of institutions to be merged, the governing boards
adopted the following priorities:

State Board for Community Colleges:

Maintain and enhance instruction for the core mission of community colleges -- university transfer
programs, occupational preparation programs that transfer, developmental education and workforce
education.

Maintain the support infrastructure for students and colleges, including assessment, counseling and
advising; registration and students’ records; financial aid; services for minority and disabled
students; the Student Success Program; and financial management of the colleges.

Ensure the safe physical operation of campuses -- heat, lights, maintenance, cleanliness, safety, and
snow removal.

Meet state and federal mandates, including life-safety requirements; the Americans with Disabilities
Act; and auditing, tracking, training, reporting and information disclosure requirements.

Develop new instructional programs, implement the Minnesota Transfer Curriculum and review
existing instructional programs for relevance, usefulness to students and cost-effectiveness.

State University Board:

Provide citizens access across the state to high quality degree programs at an affordable price.
Provide a comprehensive range of quality baccalaureate programs.

Provide quality applied graduate programs for working professionals.

Increase the successful participation of students of color and low income persons in baccalaureate
programs.

Provide demonstrable progress toward achieving the board’s quality indicators.
a Preparedness for college

Higher order thinking

Global understanding

Multicultural perspective

Scientific and quantitative literacy

L] Readiness for work and career
= Responsible citizenship in a democracy

Employ communications technology as a means of improving quality and access.
Maintain a safe and effective environment for learning.
State Board of Technical Colleges:

Provide accountable, high quality, efficient technical and occupational instructional programs that
maximize employment opportunities.

Provide customized training designed to meet industry-defined needs to upgrade the current
workforce.

Offer efficient access for Minnesota students.
Emphasize broad-based collaboration to deliver student-centered services.

Maintain high quality, efficient college operations.

REVENUE SUMMARY:

The budget of the Minnesota State Colleges and Universities is supported by state appropriation
(58%), student tuition and fees (33.5%), as well as funds received from the federal government
(4.5%), gifts and endowments from private sources, agency funds and other miscellaneous funds
(4%). For the first time, funds from the Technical Colleges are being brought into the state treasury
and, therefore, are reported as part of the biennial budgetin F.Y. 1996 and F.Y. 1997. This request
if funded fully by the state would drive an anticipated tuition increase of 3-4% per year for students
attending one of the colleges or universities within the system.

SUMMARY OF BUDGET REQUEST:

®  Funding the cost of transferring technical college employees to state service - $13 million each
year of the biennium.

®  Reinstatement of $19,254,000 lost from F.Y. 1995 as a result of the statutory appropriation
caps - $9,774,000 in F.Y. 1996 and $9,480,000in F.Y. 1997.

®  Maintenance of current purchasing power within the base budget by adjusting for inflation of
3% in each year of the biennium - $13,961,000in F.Y. 1996 and $28,322,000in F.Y. 1997.

&  Support for increased enrollment consistent with the statutory formula adopted by the
legislature in 1994 - $8,407,000 in F.Y. 1996 and $8,462,000in F.Y. 1997.

®  Reinstatement of funding for law enforcement training as provided in the laws of 1993 first
special session CH2, Art.1 - $1,045,000 in each year of the biennium.

B Support for the cost of negotiating the first technical college faculty labor agreement - $247,000
in F.Y. 1996.

8 Capitalizing on the unique educational and programmatic opportunities made possible by the
merger to provide enhanced student access, preparation for productive employment and
increased efficiency in the use of resources. Dollar for dollar match of investment by the state
and by students - $4,904,000 in F.Y. 1996 and $6,824,000in F.Y. 1997.
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GOVERNOR’S RECOMMENDATION:

The goal of the merger, as the Board of Minnesota State Colieges and Universities states, is "to
serve students better and the state more efficiently.” In its budget plan and in the work that its staff
have already accomplished in preparing for the merger, MnSCU is off to a promising start toward
its goal of making the state’s public colleges and universities more responsive and efficient.

The staff of MnSCU have kept the merger on track. With a shoestring budget they have developed
a new, unified accounting system to serve all 46 campuses and interface with the state’s new
accounting system. MnSCU’s budget identifies potential reallocations and budget priorities for each
of the 3 systems, and it foresees the merger of 3 co-located technical and community college campus
pairs by the end of the 1996-97 biennium.

While these efforts and accomplishments deserve recognition, the Governor is not prepared at this
time to make new investments in the new merged system before its chancellor and board have had
the opportunity to exercise their unified governing authority. The Governor believes that, if MnSCU
is willing to exercise that power, it can bring a more effective and more efficient higher education
system to life even under a constrained budget.

One of the first tests the new board will face is the bargaining of a statewide contract for technical
college faculty. The potential costs of bringing technical college faculty and staff into state
employment, while unknown, are real. However, the Governor believes that MnSCU must first
exhaust all possibilities for reallocating resources within its own budget before asking state taxpayers
and students to pay more for the same level of public service.

MnSCU’s budget has identified opportunities for reallocation totalling $9.7 millionin F.Y. 1996 and
$9.5 million in F.Y. 1997. Some of the items identified reflect opportunities for savings examined
by the Office of the Legislative Auditor in 2 recent reports. The Govemnor challenges MnSCU to
more aggressively pursue the opportunities for eliminating inefficiencies identified in the Auditor’s
report such as duplication of programs with low enrollment, programs with few graduates, and
occupational programs with low graduate placement rates. The aging of the state’s post-secondary
workforce will also present opportunities for efficiency gains and restructuring as senior staff retire.

Finally, the Governor encourages MnSCU to look at whether it can continue to provide quality and
affordable higher education while maintaining a campus within 30 miles from the home of practically
every Minnesotan. The current system boards invest a considerable amount of their taxpayer
resources maintaining small campuses in sparsely populated areas of the state where, 30 to 50 miles
away, another campus offers competing programs, also at a high cost per student. The formation
of regional administrative structures appears to have lowered some costs, but these regional
operations include some of the state’s highest cost campuses.

Now that a single governing board will be managing resources across all of these institutions, the
time has come for Minnesota to confront its capacity problem. The state’s investment in the
development of regional telecommunications networks should assist the MnSCU board in planning

how best to reconfigure its delivery system to ensure access to a quality and affordable higher
education within a limited budget.

To aid MnSCU in its restructuring efforts, the Governor recommends that MnSCU be given the
authority to employ the rule of 85 to facilitate early retirements of its faculty and staff. The
Governor recommends that the MnSCU board be given authority to manage the award of early
retirement incentives and that MnSCU be responsible for all resulting costs.

The Governor’s budget recommends initiatives for teacher education and Education to Work
Transition. The $904,796,000 biennial base appropriation to MnSCU includes $500,000 for
curriculum development or program reallocation planning required to adjust teacher education
programs to prepare prospective teachers to meet new licensing standards beginning in F.Y. 1999.
The proposed standards include a knowledge of the philosophy and contents of Minnesota’s
graduation standards and enhanced skill in teaching and evaluating reading, writing and mathematics.

From its instructional appropriation, the Governor also recommends that MnSCU reserve up to
$2,000 per year per apprentice enrolled in regionally managed apprenticeship programs under the
Governor’s proposed initiative for an improved education and employment transitions system. The
regional boards could use these funds to negotiate with MnSCU to provide occupational training.
If they could not reach agreement with MnSCU, then MnSCU would pay up to $2,000 per student
to the respective regional board.
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PROGRAM RESOURCE ALLOCATION:

FY 1993

1996-1997 BIENNIAL BUDGET

FY 1994

Est.

FY 1995

INSTRUCTION

NON-INSTRUCTION

HIGHER EDUCATION BOARD

STATE COUNCIL ON VOCATIONAL EDUCAT
OTHER REVENUE

TOTAL EXPENDITURES BY PROGRAM
CURRENT SPENDING:

SOURCES OF FINANCING:
DIRECT APPROPRIATIONS:
GEMERAL
MN RESOURCES
STATUTORY APPROPRIATIONS:
ENVIRONMENT TRUST
GENERAL
STATE GOVT SPEC REVY
SPECIAL REVENUE
FEDERAL
AGENCY
COMM COLLEGE SUPP
GIFTS AND DEPOSITS
ENDOWMENT

TOTAL FINANCING

631,009
58,341

758,915

429,079
56

163
260,390
96

528
33,913
25,139
4,714

657,109
62,673
712

92
66,220

786,806

456,289
11

142
264,298
78

614
34,331
21,977

710,280
66,630
1,260
111
70,668

848,749

496,320

145
283,743
3

891
37,198
21,415
4,000

758,915

786,806

848,749

(DOLLARS IN THOUSANDS)

FY 1996

Agency
Request

Recomn.

627,336
99,889

929
72,722

682,990
102,898

929
72,722

636,780
95,896

99
72,722

800,066

809,820

447,361

279,985

25630
39,157
21,362

4,000

858,709

809,820

498,679

2875310

25630
39,157
21,362

4,000

805,497

809,820

452,792

279,985

2,630
29,157
21,362

4,000

800,046

858,709

805,497

FY 1997

Agenc