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I ntroduction

Engrossed Substitute House Bill 2344 (ESHB 2344) directed the Higher Education Coordinating
Board (HECB) to evaluate “tuition flexibility options’ for the state’ s public baccalaureate
ingtitutions. This study, which began in May 2009, was conducted in collaboration with
representatives of the public baccalaureate institutions, staff from the State Board for
Community and Technical Colleges, the Council of Presidents, representatives of the
Washington Student Association, and staff representatives from the Governor’s Office of
Financial Management and state L egislature.

The study representatives reviewed the findings and recommendations of 15 prior tuition studies,
evaluated the tuition aternatives outlined in the legislation, and have formulated a new state-
level tuition policy to guide future tuition rate decisions.

Each tuition alternative was evaluated in terms of its administrative feasibility, effect on state
financia aid programs, and impact on students of varying income levels. Importantly, the
stakeholder group also evaluated each option in terms of its effect on student access,
affordability, and alignment with the strategic master plan goals.

The sum of thiswork is captured in aworking draft entitled, Tuition Policy Report, for HECB
review and consideration before board action scheduled for November. The working draft
contains a general review of public policy asit pertains to higher education and the responsibility
of the state and private beneficiaries of apublic higher education system. The draft includes a
review of prior research related to tuition and its effect on access and affordability and an
illustration examining the relationship between tuition levels, expected family contribution, and
income levels of Washington families. Finally, preliminary recommendations from HECB staff
aswell asinstitutional and student assessments of each tuition alternative are presented for
HECB consideration.
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. Policy Context

Engrossed Substitute House Bill 2344 (ESHB 2344) directs the Higher Education Coordinating
Board (HECB) to evaluate “tuition flexibility options” for the state’s public baccal aureate
ingtitutions. This paper presents the findings and recommendations of the study, which was
conducted in collaboration with representatives of the public baccal aureate institutions, staff
from the State Board for Community and Technical Colleges, the Council of Presidents,
representatives of the Washington Student Association, and staff representatives from the
Governor’s Office of Financial Management and the Legislature.

This report proposes for HECB consideration a recommended tuition policy, at both a state and
ingtitutional level, for resident undergraduate students. Additionally, the paper presents an
institutional and HECB staff assessment of the tuition alternatives as specified in ESHB 2344.

The paper aso presents an important discussion of existing data concerning how tuition setting
practices can influence student enrollment and, particularly, responds to ESHB 2344 by
examining the high tuition model.

Underlying the entire paper is the statutory role of the HECB in representing the broad public
interests in higher education beyond the interests of the ingtitutions. With respect to the issue of
tuition, this board responsibility means that the interests of students and their familiesis a central
and fundamental priority. Additionally, the primary goals of access and affordability, as
promulgated by the 2008 Strategic Master Plan for Higher Education, are paramount to the
formation of this tuition policy.

Summary of Washington Tuition Practices

Tuition policy has been afocal point for debate in higher education nationwide since the 1970s
and many tuition setting options have been explored many times in our state and others.

Since 1990, the Higher Education Coordinating Board has produced 15 studies related to tuition
policy and tuition setting practices. These prior studies have demonstrated two important
principles. First, increasing tuition and fees for students continues to outpace median family
income and personal per capitaincome growth. Second, when state revenue declines, higher
education appropriations decline in tandem and tuition and fees increase dramatically in an effort
to offset non-tuition based revenue.

These prior reports discuss and emphasi ze the need to ensure access to higher education by
determining afair, predictable, and affordable tuition policy. Despite many efforts toward those

! The full detail of the HECB reports and briefs related to tuition and fees and tuition policy is presented in detailed
fashion as Appendix 1 titled “ Synopsis of Tuition Policy Work.”
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goals, though, tuition setting practices have, since 1995, been established by the Legislaturein
the state budget and not by a state public higher education tuition policy. Asaconsequence,
decisions about tuition levels have, in effect, been aresult of the cyclical nature of state general
fund revenue and not along-term commitment to tuition policy goals.

Guiding Principles

1. Tuition and Accessibility

Ensuring access to college for all citizens, regardless of their income, is a primary principle of
public higher education in the United States. This concept is afounding principle of our
democracy. Specifically, public higher education was intended to be, and is, avehicle for
educating all citizens and not just the elite. The historical significance of an accessible higher
education system resonates today as strongly as it did when Thomas Jefferson founded the first
public university in Virginia.

"1 know no safe depositary of the ultimate powers of the society but the people
themselves; and if we think them not enlightened enough to exercise their control with
a wholesome discretion, the remedy is not to take it from them, but to inform their
discretion by education.” Thomas Jefferson, 1820

Equitable access to public higher education is achieved through several avenues, but perhaps the
most critical istuition policy. Higher education has transformative power for al citizens of our
state and, therefore, our state’s social and economic status. This transformative power relies
upon both an independent sector of higher education, and is also aresponsibility of the public
through state supported institutions. Equitable access to public higher education isa
fundamental consideration in establishing public tuition policy. At the sametime, public tuition
policy should determine how the cost of higher education will be shared between the individuals
that benefit and the state that supportsit.?

2. Academic Quality and Funding

Since tuition provides a principal source of revenueto institutions, it plays an important role in
an institution’ s ability to provide students with a quality academic experience. Specifically,
academic quality requires, in large part, a sufficient amount of resources being available to, and
optimally managed by an institution.

? This report will not offer lengthy analysis about each tuition policy’s potential to affect the Guaranteed Education
Tuition (GET) program, as the Office of the State Actuary is conducting an analysis of that program, with
participation from HECB concurrently.
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This above principle keenly illustrates therefore the importance of tuition to both an institution
and to the student. Specifically, institutions need enough revenue to be held accountable for
providing quality instruction, and students deserve a quality education from the tuition they pay.
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1. HECB State Tuition Policy: Rationale and Framewor k

Theterm “ policy” isused in many different contexts, often with different meaning. Oftenitis
used to refer to arule which prescribes desired behavior. Public policy is different, though, in
that it represents aformal expression of shared values and goals, typically adopted by a
governmental entity, to guide future decisions to achieve desired outcomes.

The central issue of public higher education tuition policy concerns the appropriate sharing of
cost between the public and students. This policy question has endured since the creation of
American public higher education. As Jefferson wrote:

“The expenses of the universities are defrayed partly by the public, and partly by the
individuals profiting of them.” Thomas Jefferson, 1823

Accordingly, a state public higher education tuition policy should express as agoal the
appropriate and desired share of costs between students and the public which will have the
following desired outcomes:

e Supports existing state policy to raise the educationa attainment level of Washington
citizens, and to ensure access to students of al income levels.

e Resultsin stable and predictable levels of tuition for students, families, and institutions.
Components of Tuition Policy

Following from these desired outcomes, this paper proposes a state resident undergraduate
tuition policy which establishes as goals:

1. Atthestate level, the appropriate share of public (state appropriated) revenue to
institutions and of student tuition revenue to fund the cost of undergraduate education.

2. Ataningtitutional governance level, the types of tuition rate setting alternatives available
to institutions to realize the state-level tuition revenue goals.

Asapolicy goal, the share of costswill be normative in nature, reflecting a consensus on what
the appropriate share or proportion of cost should be between students and the public, as Table 1
illustrates on the following page.
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Table 1. Cost-sharing examples

State Share of the Cost Student Share of the Cost

(NGF-S Appropriations) (Tuition Revenue)
60% 40%
55% 45%
45% 55%

When looking at comparable institutions in the Global Challenge States (GCS), the average
proportion of tuition revenue to total revenue in academic year 2006-07 was around 40 to 45
percent. Public institutions in Washington rely on tuition revenue more than peer institutionsin
the GCS do.

Table 2. Percent of tuition and feerevenueto total revenue (state support and
tuition and fee revenue) by institution compared to the aver age percent in the
Global Challenge States

2006-07 uw WSU CWu EWU TESC WWU
Percent of T&F 51.4% 38.9% 47.5% 50.5% 51.5% 53.4%
Revenueto Total

Revenue (State

Support + T&F)

GCSAverage 40.4% 42.5% 44.2% 47.5% 35.6% 45.2%

More current data (FY 2010) of the percent of tuition to total state and tuition revenue shows that

tuition and fee revenue is proportionately greater at most institutions than the state appropriations
share.

Table 3. Percent of tuition and feerevenueto total FY 2010 revenue (state
support and tuition and fee revenue) by institution for the current fiscal year

2009-10 WSU Ccwu EwWU TESC

Percent of T& F 52.0% 47.4%* 50.2% 49.1% 51.5% 53.2%
Revenueto Total

Revenue (State

Support + T&F)
* Calculation excludes appropriations to agricultural research and extension programs.
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Determining the Basis of the Cost

ESHB 2344 cdlls for the issue of academic quality to be addressed in this study. As discussed
earlier, academic quality requires, in large part, a sufficient amount of resources being available
to, and optimally managed by an institution.

Accordingly, an objective assessment and hence understanding, of the relationship of tuition
revenue to academic quality requires an empirical basis for determining and describing the
amount of resources (both from tuition and state appropriations) needed by an institution to
provide academic quality. Once established, thisinformation, or Cost Basis, can then be used to
determine, the amount of funds needed from both students and the public to provide a quality
academic experience, per the policy of proportionate shares of cost between the public and
students.

There are three ways to establish a cost basis.

1. Current Expenditure Based
This methodol ogy was previously used to determine tuition rates based on prior
expenditures. This model works when the economy is stable, general fund growth is
stable, and allows the state to moderately increase appropriations to institutions and,
therefore, moderately increase tuition rates. However, because Washington's tax basisis
based on salestax receipts, it is an unstable source of revenue for the general fund when
the economy isin decline. If expenditures were used as a basis for determining the cost
of instruction and the state invested lessin tuition, tuition could decrease in tandem when
ingtitutions needed the additional revenue. Likewise, if the state investment increased
during good economic times, the student share would increase unnecessarily.

2. Comparative Based
This methodology would use a set of peer or comparabl e institutions to determine an
appropriate cost of undergraduate instruction. This cost would then be used as a basis for
determining total tuition and state revenue needed per policy goals concerning the desired
shares of cost between students and the public.

3. Cost Standard Based
This approach would involve the development of a cost model which establishes
appropriate “unit costs’ for key cost areas (e.g., direct instruction, instructional support,
student services, library resources, operations and maintenance, administrative overhead,
and other indirect cost areas) as based upon performance and cost standards. While the
development of the standards would use benchmark and best-practices data from other
states, the model would reflect performance and quality goals unique to Washington
State.
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HECB Staff Assessment

Staff recommend that a comparative based approach be used as a starting point in determining an
appropriate level of undergraduate instructional cost. Due to its prior usage and familiarity with
state policy-makers, staff recommend that the comparable institutions of the Global Challenge
States be used. This staff recommendation is predicated on a thorough review of key indicators
of academic quality and productivity underlying the GCS cost of instruction levels.
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[11. I'mplications of Tuition Policy

ESHB 2344 calls for an examination of the interaction effects of high tuition, lower income
student participation, and financial aid. The term “high tuition,” by itself has no implicit
definition and, hence, no meaning. Clearly, “high tuition” is arelative concept, meaning tuition
levels that are higher than something else, specifically other tuition levels.

When discussed in the context of public higher education, the “high tuition” concept istypicaly
found to be a part of a state budgeting approach which would propose that higher tuition can, and
should, betied to lower state appropriations to institutions. This “higher tuition and less state
appropriations model” frequently addresses the issue of affordability by linking “high financial
aid” as amitigating action.

This paper presents below a summary of the experiences of other states and institutions which
implemented forms of the high tuition model. Specifically, this existing research provides
objective information about the consequences of the “high tuition model” on lower income
student participation and student debt impacts. The impact of student debt is very important
since it demonstrates the limits of financial aid as high tuition mitigation on students and families
who do not qualify for aid.

Following this discussion, the paper presents data concerning the interaction between family
income levels, expected family contribution levels, and tuition levels.

Prior Research

Tuition and fees in Washington are increasing rapidly for resident undergraduate students. The
implications for this growth are important to consider because they directly relate to goals of
affordability and access to higher education.

To substantiate the effect that tuition and fees has on families and individual s in Washington, the
affordability of tuition and fee levels must be explored further. While there are a number of
measures with which to examine how affordable tuition and fees are in Washington, affordability
must be considered in a greater context including median family income, consumer debt, and
rising costs of living.

These measures indicate that middle-income families and individuals cannot save as much for

college, the dollars they earn buy less higher education than in the past, and that current wages
are not sufficient for current tuition and fees (Heller, 1996; Perna & Li, 2006). Median family
income is not keeping pace with rising tuition and fees for resident undergraduate students.
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Chart 1. Washington Median Household Income and Resident Under graduate Tuition
1989-2008, I ndexed, 1989=100
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Source: Office of Financial Management for MHI, Tuition from HECB Tuition Survey.

Median household income is outpaced by tuition and fees growth in each sector of higher
education. In addition to income, it isimportant to highlight other components of an average
family’s cost of living, like health care and average consumer debt.

The Federal Reserve calculates that, in 2008, the ratio of debt payments to disposable personal
income was a high 13.9 percent (compared to 11 percent in 1988 and 1998).% This measure
informs a discussion about the affordability of tuition and fees, because an average person in the
United States expends at least 14 to 19 percent of disposable income towards fulfilling
outstanding debt in addition to debt related to education expenses.

Apart from rising consumer debt, health care costs for families and individual s continues to grow
exponentially and affects afamily’s or individual’ s ability to pay for college. InaKaiser
Foundation annual survey of family health care costs (2008), employees contributed nearly

3 Federal Reserve Economic Research and Data Services. Retrieved June 3, 2009, from
http://www.federal reserve.gov/rel eases/housedebt/defaul t.htm.
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$3,400 towards their health insurance (or 12 percent more than they did in 2007). Rising health
care costs are part of the financial landscape within which Washington families and individuals
will make decisions about college attendance and college choice.

Higher education istaking up alarger share of afamily’s and individual’sincome over time and
making higher education increasingly less affordable (Heller, 1999). Simultaneoudly, families
are coping with increasing health care costs and consumer debt.

When families cannot afford the cost of attendance, they often are forced to take out loans. The
use of federal loans to fund higher education has increased from $791 million to $67 billion from
1970 to 2007 (Cunningham and Santiago, 2008).

In summary, the absence of tuition policy guiding the Legislature to a thoughtful and balanced
share of higher education costs between students (tuition revenue) and the state (NGF-S
appropriations) can lead to consistent percent increases to tuition without reflection on the
implications to students or institutions.

Increasing access to higher education for students from low-income families and students of
color isapriority of HECB’s 2008 Srategic Master Plan for Higher Education. Promoting
access can be accomplished in anumber of ways, but the literature presents tuition-setting policy
as akey means for positively or negatively affecting college-going among low-income students.

Higher education literature presents a vast body of work on the relationship between tuition and
enrollments. By and large, increasing tuition is believed to affect enrollments negatively (Leslie
& Brinkman, 1987; Heller, 1996; Ehrenburg, 2006). While some efforts have been made to
unpack the explanatory variables for slackening enrollment, the face value amount of tuition, the
availability of financia aid, and the preparation of studentsin the K-12 sector are all believed to
affect college going rates.

However, amore critical question is clear: Who is affected by increasing tuition? Animplication
of rising tuition is access of higher education to low-income students and students of color.

Research indicates that ow-income students and high-income students react differently to tuition
rates, known also as “sticker price,” and to different types of financial aid (Heller, 1997; St.
John, 2002). Overal, lower income students respond quickly and decisively to higher tuition
rates. When tuition increases by $1,000, lower income students are 16 to 19 percent more likely
to drop out of college, regardless of financia aid (Paulsen & St. John, 2002).

Across al ingtitution types and student income levels, tuition increases of $100 result inadrop in
enrollments of 1/2 to 1 percent and these data points were arrived at using information from the
early 1980s, so the affect could be much greater today (Heller, 1997). Overal, the higher
education literature asserts that the higher tuition prices climb, the more low-income and lower
middle-income students perceive college as a hardship.
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“It is precisaly those poor and working-class students who are aware of the problematic
nature of college costs, those who self-identify and profess that they are financially at risk
in the face of such costs and who intentionally select the colleges they attend according to
the availability of financial aid and low tuition...” (Paulsen and St. John, 2002).

Regardless of aid in any form, research suggests that |ow-income students would rather attend
low-cost institutions over high-cost institutions, even if high aid is available (Paulsen and St.
John, 2002).

Although tuition assistance programs aim to assist extremely low-income resident students,
many of these students will choose not to sit for entrance exams and submit applications, steps
that are necessary to enroll in college, due to sticker shock from tuition costs (St. John, 2002).
Far fewer middle and upper income students will fail to take required entrance exams and submit
applications due to college costs than their low-income peers.

The high tuition scenario has been associated with a number of unintended negative
consequences, primarily on the enrollment patterns of low-income students and students of color.
Since this policy has been employed, the University of Michigan has experienced a 10 percent
decrease in the number of students from househol ds making between $10,000 and $74,999, and
an 8 percent increase in the number of students from households making over $200,000.
Likewise, the entering freshman classes have become less ethnically and culturally diverse
(Nishimura, 2009).

In summary, access to higher education is affected by increasing tuition and feerates. In
particular, rates affect low-income students and students of color most adversely.

I nteraction between Family Income, Tuition Share, and Financial Aid

To examine and illustrate the interaction between varying tuition levels, family income, and
financial need, data were gathered to address the following questions:

At varying levels of tuition, with a fixed, or constant amount of the cost of undergraduate
instruction (state appropriations and tuition):
1. What are the differing amounts of the “cost of attendance’ to a family/student
(tuition, room and board, books, transportation costs, and mandatory fees)?
2. What income levels of afamily of four with one student are needed to pay the
differing costs of attendance?
3. How many families of four in Washington have family income that fall below
these needed amounts?

To address these questions, the following data sources and assumptions wer e used:
e For thisillustration, the cost of instruction for resident undergraduate students

was based upon the University of Washington’s 2008-09 level of $10,885.
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e Cost of attendance includes fixed costs but would decrease should tuition
decrease as the student share of the cost of instruction is adjusted.

e Family income information is based on a Washington-domiciled family of four
with varying levels of annual income, assets of $40,000, varying levels of taxes,
but with one dependent student in college.

e Information related to income levels below Expected Family Contribution is
derived from the American Community Survey. The analysis was completed for
HECB by the Office of Financial Management.

Table 4. Interaction between cost of instruction, tuition rates and family income
in the state of Washington for families of four — University of Washington example

Cost of
2008-09 Cost of Instruction Attendance at
(State Suppor t and Tuition Revenue) = Varying Family Income Levels
$10,885 ¢ Levels of
Tuition @
Tuition and Feesin Cost of Family Income
dollarsasapart of |Tuitionand Fees as a| Attendance as | Needed to Pay | Families Below Income L evel
the Cost of Percent of the Cost Tuition Cost of Required to Meet Expected
Instruction of Instruction Increases Attendance Family Contribution ©
N = Number of % of State
Families Families of Four
$2,177 20% $14,513 $90,000 174,314 61%
$2,721 25% $15,057 $92,500 180,159 64%
$3,810 35% $16,146 $95,000 184,480 65%
$4,354 40% $16,690 $97,500 189,330 67%
$4,898 45% $17,234 $98,500 190,267 67%
$5,443 50% $17,779 $100,000 193,190 68%
$5,987 55% $18,323 $102,500 197,844 70%
$6,531 60% $18,867 $103,500 199,151 70%
$7,075 65% $19,411 $105,000 202,136 71%

(2). Cost of Instruction for resident undergraduates at the University of Washington derived from 2008-09 Disclosure Report.
(2). Based on the 2008-09 total academic year cost of attendance $19,138 when tuition was $6,250.
(3). Source: ACS PUMS 2005-2007. The ACS sample was 8,680 families of four with resident children under 25.

Using the ACS household weights, that trandates into 283,704 families of four in WA.

Table 4 illustrates how the Cost of Attendance to afamily changes as the share of tuition to the
Cost of Instruction changes. In the table, tuition shares to the cost of instruction ($10,885) are
presented in categories ranging from 20 to 65 percent. Additionaly, the table shows the family
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income levels needed (per Peterson’ s Expected Family Contribution calculator) to afford the
varying levels of the Cost of Attendance, and the proportion of Washington state families of four
with incomes below the needed income level.

For example, if tuition is 40 percent of the Cost of Instruction then, the family income needed to
pay the full Cost of Attendanceis $97,500. As shown in thetable, about 67 percent of
Washington families of four are below thisincome level. 4

The implications of these data on the importance of financial aid as ameans to achieve
affordability and “level the playing field” are significant. For example, currently, the State Need
Grant (SNG) program provides assistance to families making up to 70 percent of the current
median family income. In 2008-09, the median income for afamily of four was $75,000.
Therefore, SNG assistance was available only to families that made up to $52,500.

In light of the above, it is clear that the current eligibility income level for state financial
assistance is not sufficient for the majority of familiesto pay the Cost of Attendance. This
finding reveals a significant obstacle in achieving state policy goalsto raise the state's
postsecondary educational attainment level. Put simply, state financial assistance being available
only to families earning less than $52,500 will not “level the playing field” for most Washington
families.

* It isimportant to note that these data do not reflect other sources of funds which some families receive or have to
pay for college. For example, some families may have diligently saved for college costs over many years, or have
invested in GET or other similar programs. Also, some families receive financial contributions from other family
members, or other organizations.
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V. Tuition Alternatives Analysis: Institution and HECB Evaluation

Two magjor policy values will guide the assessment of these potential tuition aternatives:

1. Higher education isa public good with a private benefit. The burden and benefit of
higher education must be shared by the public, as higher education benefits
Washingtonians broadly, but also benefits the individuals specifically that experienceit.
The share of the cost born by each group is the qualitative judgment which must be made
before establishing particular tuition policy alternatives.

2. Tuition policy shiftsmust support the deep-rooted values of affordability and
access. Thisis promulgated by the 2008 Strategic Master Plan for Higher Education
approved by the HECB and agreed to by the public institutions, the 2008 L egislature and
the State Board for Community and Technical Colleges.

“The ultimate reality for publicly supported colleges and universitiesis that they serve their
states. The ultimate reality for state government is that they have to make explicit what they
expect and how much they will pay to get it” (Leslie and Berdahl, 2008).

Arriving at afair and balanced share of the cost for higher education for the citizens of our state
and the students in higher education will be a critical process to towards supporting the strategic
master plan goals of increasing degree attainment broadly and maintaining access for low-
income students and students of color.

ESHB 2344 identified severa tuition alternatives to be examined in collaboration with higher
education institutions. The alternatives evaluated in this paper include:

A.

mm o 0

Institution based
i. Mission/role based
ii. Campus based

Student choice based
i. Program based
Ii.  Student credit load based
iii.  Upper/lower-division based
iv. Delivery method based (online delivery)

Student/Family income based

Market based

Option to ‘encourage or facilitate co-enrollments
High Tuition, High Financial Aid
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Alternatives Evaluation

| nstitution Based
1. Mission/ RoleBased

Summary of Option
Differentiating tuition by institutional mission would not be a big departure from the status
guo. Asearly as 1977, a cost sharing model outlined the percentage of the cost of instruction
(based on expenditures) that students were responsible for paying (suspended in 1995).
Students have been paying more at research institutions than at comprehensive institutions
since that time.

From 1975 to 1981, students at comprehensive and community and technical colleges were
paying a percentage of the cost of instruction at research institutions. Students at the research
institutions were paying a percentage of the cost of instruction at research institutions.

Table 5. 1977-1981 tuition was a per cent of the cost of instruction at the
resear ch universities

Per cent of Cost at
Resear ch Universities

Resear ch, Resident 25% of cost

Resear ch, Nonresident 100% of cost
Comprehensive, Resident 80% of research cost
Comprehensive, Nonresident 80% of research cost
Community and Technical College, 45% or 50% of research
Resident cost

While this policy ended in 1981, the tuition differentiation inherent in the policy was built
into the base tuition rates and persisted.
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Table 6 below illustrates that students are paying more tuition dollars at the two research
institutions than students at the comprehensive colleges.

Table 6. 2009-10 Tuition and Fees by institution and sector average

I nstitution/Sector  Tuition and Fees

University of Washington $7,587
Washington State University $7,600
Research Sector Average $7,594
Central Washington University $5,589
Eastern Washington University $5,445
Western Washington University $5,472
The Evergreen State College $5,413
Comprehensive Sector Average $5,480
Community College Average $2,925

I nstitutional and Student Assessment
If this policy enabled institutions to set tuition rates based on their perceived role and not a
sector rate, the policy would result in lower controversy than other aternatives. Institutions
agreed that this alternative recognized the differential missions, quality, and competitiveness
of Washington’sinstitutions.

HECB Staff Assessment
Staff concurs with the ingtitutional assessment and recommends the Board support thisas a
tuition aternative, because it supports the application of tuition rates across different
ingtitutions with varying tuition rate levels. Relative to the State Need Grant, this option
would not affect the ability to equitably distribute aid statewide, the ability to predict the
impact of changesin tuition on program costs, or the reporting requirements for institutions.
This option also would allow the HECB to preserve current SNG policies and the
decentralized administrative structure. Importantly, this aternative recognizes the diversity
of Washington’s mix of institutions.

2. Campus Based

Summary of Option
Another way of differentiating tuition for resident undergraduate students in Washington
would be to charge different tuition amounts depending on the campus location. While the
legislation requiring this study is silent on the structure and nature of this alternative,
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institutions with multiple branches could differentiate tuition among campus locations. The
aternative could allow institutions to raise or lower rates by campus.

I nstitutional and Student Assessment
This alternative was generally thought to be feasible from an administrative standpoint by
some ingtitutions. Some of the comprehensive institutions have different fees at the
university center locations than at the main campus but by and large, the operating portion of
tuition is consistent across campus locations. There were no real concerns about the policy
from the research institutions, with the exception that the option would not necessarily
influence enrollments substantially at the branch campuses as the policy may intend.

HECB Staff Assessment
The medium to high administrative feasibility of this aternative was recognized by steff
review. The option was thought to have some potentia influence over participation rates at
branch campuses, particularly if the branch campuses continue to expand degree offerings.
Whether rates were increased or decreased (relative to the home campus rate), this alternative
could have the affect of influencing perception in the general marketplace about the value of
an educational experience at branch campuses. Relative to the SNG program, this option
would not affect the ability to equitably distribute aid statewide or the ability to predict the
impact of changesin tuition on program cost. This option aso would alow the HECB to
preserve current SNG policies and the decentralized administrative structure. However, this
option would require moderate changes to the reporting requirements for institutions in the
State Need Grant program. We recommend that the board support this as a tuition
aternative.

Student Choice Based
3. Program Based

Summary of Option
In this case, program costs or program demand could be used to arrive at a different tuition
rate.

Institutions outside of Washington using this method include the University of Wisconsin
Madison and Milwaukee, the University of British Columbia, and the entire Colorado higher
education system and this list is not exhaustive. At the University of Colorado Boulder, four
different rates govern tuition for undergraduate students. Rates are more costly for programs
like engineering and business. Thisisalso true for the University of Colorado at Colorado
Springs and Colorado State University, each of which advertise six different tuition rates for
undergraduate students. In addition, lowa State University differentiates tuition for
engineering students in the upper-division level and University of Kansas and University of
[llinois Champaign both differentiate by program. In these states and others, higher education
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administrators believe that the higher cost of faculty in certain departments necessitates that
higher tuition be charged to students in those departments (Redden, 2007).

While these public institutions differentiate by discipline for resident undergraduates,
institutions in Washington only differentiate tuition by program at the graduate level. At the
University of Washington in particular, awide array of tuition charges arein place for
various graduate and professional programs.

While each public institution in the state has the authority to set graduate tuition, the
University of Washington and Washington State University offer many different tuition
levelsfor their graduate programs. This authority has been extended via Senate Bill 5734
through 2013.

The HECB’ s 2005-06 Education Cost Sudy (published in 2007) illustrates the inherent cost
differential in delivering certain programs. Table 7 below shows the cost of instruction for
socia science programs at each institution to illustrate how costs differ among institutions.
The Evergreen State College (TESC) offers customized majors within the College of Arts
and Letters and only one cost of instruction is calculated for that institution. A new
articulation of the cost study will be published in 2011 for the 2009-10 academic year.

Table7. Approximatetotal cost per average full time equivalent under graduate student
by institution in 2005-06 for general social science degree

Institution Discipline Area Total Cost per
Student
University of Washington Seattle Social Sciences $6,916
Washington State Univ. Pullman Socia Sciences $5,261
Central Washington University Socia Sciences $6,576
Eastern Washington University Socia Sciences $7,091
The Evergreen State College Artsand Letters $11,021
Western Washington University Socid Sciences $6,135

Source: 2005-06 Higher Education Coordinating Board Cost Study.

Across institutions, social science degrees cost different amountsto deliver. Calculated in
the costs of these programs are the salaries and benefits of faculty and some administration,
the salaries and benefits of some support staff for faculty, and supplies and equipment related
toinstruction. Costs differ between institutions for a variety of reasons, including differences
in class size, the newness of a program (related start-up costs), and the variable salaries of
faculty and personnel involved in instruction.
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| nstitutional and Student Assessment

This alternative was viewed by some as equitable, but has the potential to disturb enrollments
in certain high-demand programs, and in high cost programs like music, art, and drama. In
addition, the option could disrupt enrollment of low-income students into the programs that
they desired to pursue. By and large, institution feedback was mixed, as some institutions
believed that the option would limit student choice of majors and force early declaration of
majors. Some institutions felt that this alternative would harm the liberal arts missions of
many of our ingtitutions, as students would not be exposed to as many fields of study as they
determined their mgjor. One institution felt that in the absence of consistent state funding, the
institution might need the option to differentiate tuition by program. In some cases, the
alternative was considered an administrative challenge, as students change majors constantly
and would need financial aid repackaging should they transition in and out of programs with
different rates.

HECB Staff Assessment

4.

Staff recommends that the board not support this tuition alternative. This option would limit
the HECB' s ahility to equitably distribute SNG funds statewide as well as the ability to
reliably predict the impact of tuition changes on program costs. In addition, this option
would require substantial changes to the reporting requirements for participating institutions
and may affect the HECB’ s ability to adhere to current program policies. HECB staff
concurs with the institutional assessment that this aternative would be an administrative
challenge for ingtitutions as well as students and families.

Student credit load

Summary of Option

Students would be charged tuition on a per credit basis up to full-time credit thresholds. For
purposes of this study, we assume that this alternative would change the full-time threshold
policy currently in place and charge students per credit tuition at every credit increase.
Currently, students meet full-time threshol ds between 10 to 18 credits, which is meant to
encourage faster time to degree. If the current policy was institutionalized further, students
could be charged additional tuition on a per credit basis at every credit increase.

I nstitutional and Student Assessment

While institutions thought that this alternative had a potential positive effect of equalizing the
cost of degrees between full-time and part-time students, the potential negative consequences
outweighed any benefits. Specifically, per credit tuition could discourage students from
taking a full-time credit load and result in a slower time to degree, the predictability of total
tuition charges would be in flux as students add and drop courses, and the administration of
the option would require enhancements to course management and financia aid systems and
could impair institutions’ ability to award State Need Grants as the quarterly (or semester)
amounts would vary from student to student.
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HECB Staff Assessment
Staff concurs with the institutional assessment and recommend that the board not pursue this
asatuition dternative. This option would limit the HECB’ s ability to equitably distribute
State Need Grant funds statewide as well as the ability to reliably predict the impact of
tuition changes on program costs. In addition, this option would require substantial changes
to the reporting requirements for participating institutions and may affect the HECB’ s ability
to adhere to current program policies.

5. Undergraduate L evel Based (lower/upper-division)

Summary of Option
Adopting different rates for upper-division courses than lower-division courses is another
option for tuition rate changes. In this case, students taking lower-division courses at an
institution would pay less tuition than students enrolled in upper-division courses. The only
working example of thisform of differentiated tuition in Washington is based on upper- or
lower-division coursework at the community colleges that offer applied baccal aureate
programs. Students enrolled in applied baccalaureate programs at community collegesin
Washington pay a heightened tuition rate for upper-division coursework.

Thistype of differentiated tuition model uses both credit hours and upper- versus lower-
division course levels to charge higher tuition. All seven Washington community college
applied baccalaureate programs have adopted similar policies. However, public four-year
institutions in the state do not raise tuition once students reach the upper-division, as the
community colleges do for applied baccalaureates. Institutionsin other states, such as
Michigan State University and Arizona State University, do, however, raise tuition once
students reach upper-division level.

I nstitutional and Student Assessment
This alternative would be areflection that upper-division courses are more expensive for
institutions to deliver and could have the positive effect of encouraging institutions to offer
more upper-division course options. This option aso could have the positive affect of
enabling institutions to accept more community college transfer students with associate
degrees. This option was considered a more predictable one from a student’ s perspective, as
increases in tuition would be applied broadly during the last two years of college.

However, there were broad concerns about the administrative feasibility of this alternative,
given that students often take a mix of upper- and lower-division courses depending on
course requirements and student interest. Financia aid packaging could be substantially
more difficult. Other negative consequences could include students maximizing lower-
division courses to save tuition dollars, an increase in students dropping out of college once
they reached upper-division course levels, and a lack of available private and public financial
aid at the upper-division level.
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HECB Staff Assessment
While some ingtitutions in other states have enacted similar tuition rate changes, the
resounding concerns about student retention at the upper-division level and the potential
difficulties for students, institutions, and state financial aid officials to plan for increased
tuition rates overwhelm any potential positive effects. This option would limit the HECB’s
ability to equitably distribute SNG funds statewide as well as the ability to reliably predict
the impact of tuition changes on program costs. In addition, this option would require
substantial changes to the reporting requirements for participating institutions and may affect
HECB'’s ability to adhere to current program policies. Staff recommends that the board not
pursue this as a proprosed tuition alternative.

6. Delivery Method Based (online delivery)

Summary of Option
A differentiated tuition model based on delivery method could allow institutions to charge
different rates to students enrolled in online programs. Washington institutions that offer
online degree programs charge the same tuition rates for full-time students enrolled in online
courses as it isfor students enrolled in courses on a campus, but these students do not
typically pay the same fees as students taking their coursework on a campus. Additionaly,
not all institutions offer compl ete baccal aureate degrees online and students taking courses
towards a certificate or masters program pay tuition on a per credit basis.

If the policy was institutionalized further, students could be charged different ratesif their
coursework occurred primarily at adistance. While this policy would be institutionalized to
encourage place-bound, online learners, a great proportion of online learning at the four-year
baccalaureate level is from students enrolled at existing campuses.

An example of students enrolled in 100 percent online baccal aureate degrees programs and
pay less tuition than students enrolled in 100 percent on-campus programs is Pennsylvania
State University and its Penn State World Campus. Full-time (12 or more credits), online
students enrolled in bachel ors programs through Penn State World Campus paid $5,504 per
semester in 2008-09 for the first 59 credits of the program and $5,957 after the 59 credit
threshold.® Students at Penn State's University Park campus paid $6,507 per semester in
2008-09 as lower-division students and more than that for certain upper-division programs.®
Penn State charges undergraduate students enrolled in business, science, engineering, and
nursing programs higher tuition rates.

® For more information on Penn State's World Campus tuition and fee rates, reference
http://www.worldcampus.psu.edu/T uitionT able.shtml.

® For more information on Penn State’s tuition and fee rates, reference http://tuition.psu.edu/Rates2008-
09/UniversityPark.asp.



http://www.worldcampus.psu.edu/TuitionTable.shtml�
http://tuition.psu.edu/Rates2008-09/UniversityPark.asp�
http://tuition.psu.edu/Rates2008-09/UniversityPark.asp�

Draft Tuition Report

Page 22

I nstitutional and Student Assessment
This option was recognized as one that would have the potential to influence additional
place-bound, distance learners and nontraditional students to begin and complete their
degrees. However, if the option resulted in online learners paying less tuition than their
campus-based colleagues, the lower tuition revenue may be adisincentive for institutions to
develop and offer online programs. Also, the option was considered by some institutions to
have low administrative feasibility where on-campus students supplement their course
schedules by enrolling in online courses.

HECB Staff Assessment
The administration of this alternative could be difficult for institutions and the revenue
generation capacity is unknown. However, this policy could have the positive effect of
encouraging place-bound, nontraditional students to complete (or enroll) their degrees. Staff
believes that this alternative should be evaluated further prior to its use.

Student/Family Income Based

7. Student/Family Income Based

Summary of Option
Tuition would be linked to some type of financia index, such as adjusted gross income.
Washington lawmakers and institution representatives have considered installing an income-
based tuition policy for the state previously. An income-based graduated tuition policy has
been presented and considered by recent legislatures, the HECB, and past and current college
presidents in Washington.

Miami University (Ohio) was identified as the only institution which has assumed a
graduated tuition policy structure. The university isapublic university, but commonly
considered an €lite institution, with 15,000 undergraduates, approximately one-third of which
are nonresidents. Additionally, their applicants typically apply early and include arelatively
small percentage of low-income students. All applicants are advised to budget the full
amount of tuition ($11,443 in 2008-09) and encouraged to complete the FAFSA.

Completing the FAFSA results in an expected family contribution dollar amount based on
income and assets and a variety of other variables of both the student and the parent(s).

For the 2008-09 academic year, this income-sensitive tuition model is based on a scale of
tuition from alow of $8,693 to a high of $11,443. For Ohio residents, $11,443 isthe
maximum cost. As confirmed by the ingtitution’ s website, nearly 60 percent of entering Ohio
students in 2008-09 received aMiami Grant, with amounts ranging from $1,000 to $2,750.”

" Undergraduate Admission Tuition and Fees. Retrieved January 12, 2009, from
http://www.miami.muohio.edu/admission/feesfinaid/
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Initially, the institution advised student applicants and incoming freshman to budget for
$22,000 in tuition and fees, which represented the full cost of instruction at the time.
However, in 2005, the school saw a 13 percent declinein its in-state enrollment (with an 8
percent overall reduction of resident plus nonresident students). Instead of charging the full
cost of instruction, the institution now manages the range from year to year and publishes the
grant levels available to low-income, resident students (Miami Ohio communication to
HECB, December 30, 2008).

I nstitutional and Student Assessment
The resounding feedback from institutions regarding income-based tuition rate setting was
negative from an administrative and enrollment management standpoint as well as a student
perspective. There was widespread recognition that high-tuition models (absent high
financial aid) are correlated with high dropout ratesin lower- and middle-income popul ations
and that applications to and enrollments in institutions with this model could slow as aresuilt.
Middle-income students often do not have additional funds to pay the higher tuition and do
not qualify for most [current] student assistance programs, thus they could end up with high
levels of student loan debt if their needs are not considered in this model.

Additionally, this option has the potential to lead to income stratification across sectors and
ingtitutions. Finally, arealization that high income students may more readily choose to go
to private or out-of-state institutions rather than pay higher in-state tuition was apparent.

HECB Staff Assessment
HECB staff believes, and existing research shows, that students from low-income
backgrounds and students of color often avoid attending institutions with high tuition.
Additionally, the administrative burden of this option on students, families, and institutionsis
problematic and its administrative feasibility is questionable. This option would limit the
HECB'’s ahility to equitably distribute SNG funds statewide as well as the ability to reliably
predict the impact of tuition changes on program costs. In addition, this option would require
substantial changes to the reporting requirements for participating institutions and may affect
HECB'’s ability to adhere to current program policies. Staff recommends that the Board not
pursue this as a potential tuition alternative.

8. Market Based

Summary of Option
The alternative would assume that the number of student applications as a percentage of the
number of available freshman spots at an institution would be an indication of the
institution’s demand. Institutions that could demonstrate greater student demand (in the form
of applications compared to freshman capacity) could charge more tuition and, theoretically,
offer more institutional aid. Institutions would be free to set their own rates based on market
research and experience and could employ a business model that functioned similar to the
marketplace.
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A literature review did not produce examples of an institution-level or state-level tuition
policy related to, or contingent upon, demand in the form of applications versus open slots
for freshmen.

I nstitutional and Student Assessment
This option generated both pros and cons within and between the research and
comprehensive ingtitutions. Some institutions were concerned that this alternative was not in
the student’ s best interest. Other institutions indicated that this alternative was afeasible
mitigation to declining state subsidy. Student representatives expressed significant concerns
over the implications of this option on student and family affordability and access.

HECB Staff Assessment
This policy is not consistent with the fundamental goals of public education. Namely, that
public education exists apart from the marketplace as a vehicle to carry-out and enhance
democracy and public welfare. If tuition rises substantially, students from low- and middle-
income backgrounds could experience sticker shock and self-select out of those institutions,
despite the financial aid that may be available to them. This option would limit the HECB’s
ability to equitably distribute SNG funds statewide as well as the ability to reliably predict
the impact of tuition changes on program costs. In addition, this option would require
substantial changes to the reporting requirements for participating institutions and may affect
HECB'’s ability to adhere to current program policies. Staff recommends that the Board not
pursue this as a potentia tuition alternative.

9. Option to‘Encourageor Facilitate Co-enrollments

Summary of Option
This option was included in the original legislation of ESHB 2344. The legidation does not
identify what theintent is, but it is believed to have been included to allow students, a no
extra charge, to get any class they need from other institutionsif the class was unavailable or
full at their “home” institution. The primary goal of this option was to accelerate time to
degree.

Apart from examples of co-located institutions (i.e., auniversity center), it is difficult to find
examples of co-enrollments at the public baccalaureate level. Thisislikely dueto the fact
that this policy would be an immensely challenging endeavor administratively.

I nstitutional and Student Assessment
From an administrative standpoint, this option would be immensely difficult. Aligning or
agreeing upon tuition rates and dealing with extraneous fees (that are institution specific)
would be a difficult administrative undertaking. Further, departments may not agree on
course content for similar courses and, therefore, could reject course equivalencies for major-
specific courses). Even if system-wide course articulation was established to initiate this
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option, the articulation agreements would be difficult to change and institutional flexibility in
course design and delivery would be lost.

HECB Staff Assessment
Students could benefit from this option if they could take core, general education
requirements at other state institutions, including community colleges, when those courses
are full on their own campuses. Thereis apotential effect to quicken time to degree.
Further, university departments could engage more across campuses and best practices for
course planning, content, and pedagogy could be shared. However, the tremendous
administrative undertaking that would be required of institutions and the maintenance of
articulation agreements may not justify the process. Thisis not atuition aternative but,
rather, it is an ingtitution-level arrangement concerning cost recovery.

10. High Tuition, High Financial Aid

Summary of Option:
The high tuition, high financial aid concept proposes increasing tuition as a meansto cover
an institution’s costs as aresult of declining state appropriations. Under this model, itis
crucia that financial aid isincreased so that the economic profile of an institution’s student
mix is not disrupted. This model can be implemented across a spectrum or in increments, but
inits purest form, tuition is set at or closer to the actual cost of instruction at an institution.
Students and families who are able to afford the tuition based on existing federal calculations
pay ahigher rate of tuition. EXxisting state operating funds dedicated to higher education are
shifted to a much increased commitment to financial aid to ensure that access for low and
middle income students remains strong. This atersthe role of the state from an actor that
provides a higher education subsidy for all studentsin the state, regardless of their ability to
pay, to an actor that utilizes public dollars to subsidize the purchase of afull-priced education
for those students who cannot afford it. It removes what may be considered an unnecessary
subsidy for wealthy families attending public colleges and universities. Ultimately, this
model shifts more of the cost burden for higher education onto higher income families, who
no longer receive state subsidy.

I nstitutional and Student Assessment:
Student representatives as well as some of the baccalaureate institutions are opposed and do
not support, this model. The University of Washington strongly advocates for this approach
and Western Washington University appears to support this proposal, at least in concept.

Appendix 3 of this report provides unedited written comments from the University of
Washington explaining the rational for their support of this model.

HECB Staff Assessment
Staff understand that those who advocate the high tuition model may do so for two different
reasons.
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First, some may advocate for high tuition at public institutions, not as away to compensate
for declining state appropriations but, rather, as away to lower state appropriations to the
public institutions. Thistype of proposal would rely on the promise of available student
financial aid to mitigate the effect of high tuition on “lower” income students and families.

Staff believes that the above intent and rationale for “high tuition” at public institutions has
two central flaws. First, this concept conflicts with the underlying values of American
public higher education which hold that public institutions are public institutions and benefit
not just those who attend but society itself. Therefore, as discussed earlier, the cost of public
institutions should be shared between the public and those who attend in a manner reflecting
the public as the “owner” and principal “shareholder” of the enterprise.

Additionally, the proposal for high tuition as away to lower state support to institutions relies
on the assumption and promise that (increased) state financia aid will be available to lower
income families and students. This promise ignores the evidence that affordability is no
longer aproblem just of “lower income” families. Rather, as shown earlier in thisreport,
affordability is a problem for middle-income families who do not currently qualify for state
financia aid.

Secondly, others advocate for high tuition for a different reason. Specifically, in Washington
some, not all, of the public baccalaureate institutions propose the high tuition model as a
means to mitigate declining state support to the public institutions. Staff believesthat a
thoughtful understanding and analysis of this position is warranted, but within the context of
an appreciation of theinstitutions, commitment and intereststo protect institutional
quality.

Staff offer the following:
e State appropriations to the public institutions of higher education and to the state
financial aid program come from the State General Fund.

e The State Genera Fund receives money (revenue) primarily from the state sale tax and
the real estate excise tax.

e Intimes of economic decling, state sales tax and real estate excise tax contributions
(revenue) to the State General Fund decrease.

e Thisdecrease in contributions to the State General Fund results from people having less
money for discretionary spending on products subject to state salestax or the real estate
excise tax.

¢ Reductionsin State General Fund revenue have consistently resulted in reduced generd
fund appropriations to the public institutions of higher education, either as a percent of
the state’ stotal general fund budget, or in absolute dollars.
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e During periods of economic recessions, reductions in State General Fund appropriations
to higher education have consistently been accompanied by increases in student tuition
(see Appendix 4).

e Therefore, during periods of economic recession, tuition has been increased to those
students and families who, as aresult of an economic recession, have (1) fewer dollars to
contribute to the State General Fund, but are then (2) expected to pay more tuition
because of the decrease in revenue to the State General Fund.

e Relying on state financial aid to hold students and families “harmless’ to higher tuition,
imposed as aresult of State General Fund budget reductions, requires an increase in state
appropriations for student financial aid. These appropriations come substantially from
the State General Fund, the same fund whose lack of revenue leads to increased tuition.

Some public institutions can avoid this “Catch-22" by having access to large amounts of
private funds which, in part, can be used to offset the gap between public financial aid and
higher tuition costs. However, many of Washington’s public baccal aureate institutions do
not have this amount of private resources available to them.

In summary, earlier this paper provided a definition of public policy. Specifically, that
public policy represents aformal expression of shared values and goals, typically adopted by
agovernmental entity, to guide future decisions to achieve desired outcomes. As discussed
above, those who advocate for the “High Tuition, High Aid” model do so for two very
different public policy goals. Specifically, some advocate for this model as a means to
achieve the goal or outcome of less state spending on higher education. This policy goal is
often part of abroader goal of reducing the size and cost of government.

Others advocate for the “High Tuition, High Aid” model to achieve the goal or outcome of
sustaining institutional quality and excellence.

Whileit clearly conflicts with the central underlying and guiding values of public higher
education, staff recognizes that those who advocate for “High Tuition, High Aid” asone
means to reduce state spending have a different policy agenda, which is not concerned with
the purpose and values of public high education.

The same cannot be said for public institutions whose goal isto sustain the academic quality
of their institution. Unfortunately, staff feels that the means of attaining this goal, through
higher tuition, has long-term detrimental policy implicationsin sustaining the public asthe
principa “shareholder” of public higher education.
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Summary and Findings

The legidation authorizing this report called for each tuition alternative to be evaluated in terms
of its administrative feasibility, interactions with and implications for financial aid programs, and
impacts on students of different income levels. While each aternative was weighed against
these terms, the most critical consideration from the HECB' s perspective was each aternative’s
potential impact on students and families.

Of the nine aternatives considered, only the mission-based and campus-based alternatives are
felt to be supportive of the strategic master plan goals of raising attainment while increasing
participation of low-income students and administratively viable. Most importantly, these
aternatives seem to be in the best interest of resident undergraduate studentsin our state.

These two alternatives, while listed separately in the study directive, can and should be
considered as one aternative; specifically, “Campus, Role and Mission Based Tuition.”

Additional findings and analysis are forthcoming.
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V. Summary of (draft proposed) Tuition Policy Recommendations

The Higher Education Coordinating Board finds that a state tuition policy is needed that will
provide students, their families, and public institutions with stable and predictable tuition and
support the 2008 Strategic Master Plan for Higher Education goals of increasing educational
attainment by ensuring equitable access and affordability. Further, the board finds that the
central component of a state tuition policy isthe articulation of the appropriate share of higher
education costs between the public and those who attend the public universities and colleges.

Therefore, the board hereby adopts the following core principles of a state tuition policy for
consideration of the Governor and Legislature.

1. Asapolicy god, the state should establish the following public and student shares of
undergraduate instructiona costs:

a) Tota resident undergraduate tuition revenue at each public university and college
should not be greater than 45% of undergraduate instructional costs.

b) Total state appropriations to each public university and college, net of financial
aid, should be at least 55% of undergraduate instructional costs.

2. The Board recommend to the Governor and Legislature that the public baccalaureate
institutions be authorized to determine specific resident undergraduate tuition rates on a
campus role and mission basis.

3. The Board recommend to the Governor and Legislature that a comparative based
approach be used in determining an appropriate level of undergraduate instructional cost.
This recommendation is predicated on athorough review of key indicators of academic
quality and productivity underlying the GCS cost of instruction levels be conducted by
HECB staff, COP, the public baccalaureate institutions, and Legidlative and OFM staff.



Draft Tuition Report

Page 30

V1. References

Armbruster, C. (2008).0On Cost Sharing, Tuition Fees and Income Contingent Loans for
Universal Higher Education: A New Contract between University, Student and State?
Policy Futuresin Education. 6(4). Retrieved May 29, 2009 from
http://papers.ssrn.com/sol 3/papers.cfm?abstract id=910001.

Balancing Acts. How high school counselors view risks and opportunities of student loans.
(2007). National Association for College Admission Counseling. Retrieved January 28,
2009 from
http://www.nacacnet.org/Publi cationsResources/Research/Documents/Balancing_Acts.pdf.

Cunningham, A. & Santiago, D. (2008). Student Aversion to Borrowing: Who borrows and who
doesn’'t. Institute for Higher Education Policy and Excelencia in Education. Retrieved
January 28, 2009 from http://www.ihep.org/assets/files/publications/s-
z/StudentAversiontoBorrowing.pdf

Ehrenburg, R. (2005). Reducing Inequality in Higher Education: Where do we go from here?
(Prepared for the Conference on Economic Inequality and Higher Education: Access,
Persistence and Success, Syracuse University, September 23-24, 2005). Retrieved May
29, 2009 from http://www.ilr.cornell.edu/cheri/workingPapers/upload/cheri_wp79.pdf.

Employee Health Benefits: 2008 Annual Survey. (2008, September). The Henry J. Kaiser Family
Foundation. In National Coalition on Health Care. Retrieved June 3, 2009 from
http://www.nchc.org/facts/cost.shtml.

Garber, A. & Pian Chan, S. (2005, June 16). Proposal could double UW tuition. Seattle Times.
Retrieved January 5, 2009 from
http://community.seattletimes.nwsource.com/archive/ ?date=20050616& sl ug=privatizel5m

Heller, D. (2001). Trends in the Affordability of Public Colleges and Universities: The
contradiction of increasing prices and increasing enrollment. In Donald Heller (Ed.), The
Sates and Public Higher Education Policy: Affordability, Access and Accountability, pp.
11-38. London: Johns Hopkins University Press.

Heller, D. (1999). The Effects of Tuition and State Financial Aid on Public College Enrollment.
The Review of Higher Education, 23(1), pp. 65-89.

Heller, D. (1997). Student Price Response in Higher Education: An Update to Leslie and
Brinkman. The Journal of Higher Education, 68(6), pp. 624-659.


http://papers.ssrn.com/sol3/papers.cfm?abstract_id=910001�
http://www.nacacnet.org/PublicationsResources/Research/Documents/Balancing_Acts.pdf�
http://www.ihep.org/assets/files/publications/s-z/StudentAversiontoBorrowing.pdf�
http://www.ihep.org/assets/files/publications/s-z/StudentAversiontoBorrowing.pdf�
http://www.ilr.cornell.edu/cheri/workingPapers/upload/cheri_wp79.pdf�
http://www.nchc.org/facts/cost.shtml�
http://community.seattletimes.nwsource.com/archive/?date=20050616&slug=privatize15m�

Draft Tuition Report

Page 31

Household Debt Service and Financial Obligations Ratios. (2009, March 17). Federal Reserve
Economic Research and Data Services. Retrieved June 3, 2009 from
http://www.federal reserve.gov/rel eases/housedebt/def aul t.htm.

Johnstone, D. (1993). The high tuition-high aid model of public higher education finance: The
case against. Annual Meeting of the National Association of System Heads, New Orleans,
LA. Retrieved May 26, 2009 from
http://www.gse.buffal 0.edu/FA S/Johnston/Readings.htm.

Koveshnikov, N. (2002, February 6). Three tuition authority bills debated in Olympia. University
of Washington Daily News. Retrieved December 18, 2008 from
http://dailyuw.com/2002/2/6/3-tuition-authority-bills-debated-in-olympia/.

Ledlie, D. & Berdahl, R. (2008). The Palitics of Restructuring Higher Education in Virginia: A
case study. The Review of Higher Education, 31(3), pp. 309-328. Retrieved June 2, 2009
from http://muse.jhu.edu/journals/review_of higher education/v031/31.3leslie.pdf.

Median Household Income Estimates by County: 1989 to 2007 and Projection for 2008. (2008).
Office of Financial Management's State Population Survey with Bureau of the Census
data. Retrieved May 18, 2009 from http://www.of m.wa.gov/economy/hhinc/.

Nishimura, G. (2009). A Failing Grade: High tuition, high aid. Economic Opportunity Institute.
Retrieved June 15, 2009 from http://www.eoionline.org/education/reports/Failing-Grade-
High-Tuition-High-Aid-Apr09.pdf

Paulsen, M. & St. John, E. (2002). Social class and college costs. Examining the financial
nexus between college choice and persistence. Journal of Higher Education, 73(3), pp.
189-236. Retrieved January 14, 2009: http://goliath.ecnext.com/coms2/gi_0199-
1483424/ Soci al -cl ass-and-coll ege-costs.html

Redden, Elizabeth. Paying by the Program. (2007). Retrieved May 22, 2009 from
http://www.insi dehighered.com/news/2007/03/26/tuition

St. John, E. (2002). The access challenge: Rethinking the causes of the new inequality
(Policy Issue Report # 2002-01). Bloomington, IN: Indiana Education Policy Center, pp.
19. Retrieved January 14, 2009 from
http://www.inpathways.net/the%020access%20chal lenge. pdf

U.S. Department of Education. Beginning Postsecondary Students Longitudina Study as
reported by: Cunningham, A. & Santiago, D. (2008). Student Aversion to Borrowing:
Who borrows and who doesn’t. Institute for Higher Education Policy and Excelencia in
Education. Retrieved January 28, 2009 from
http://www.ihep.org/assets/files/publications/s-z/StudentAversi ontoBorrowing. pdf



http://www.federalreserve.gov/releases/housedebt/default.htm�
http://www.gse.buffalo.edu/FAS/Johnston/Readings.htm�
http://dailyuw.com/2002/2/6/3-tuition-authority-bills-debated-in-olympia/�
http://muse.jhu.edu/journals/review_of_higher_education/v031/31.3leslie.pdf�
http://www.ofm.wa.gov/economy/hhinc/�
http://www.eoionline.org/education/reports/Failing-Grade-High-Tuition-High-Aid-Apr09.pdf�
http://www.eoionline.org/education/reports/Failing-Grade-High-Tuition-High-Aid-Apr09.pdf�
http://goliath.ecnext.com/coms2/gi_0199-1483424/Social-class-and-college-costs.html�
http://goliath.ecnext.com/coms2/gi_0199-1483424/Social-class-and-college-costs.html�
http://www.insidehighered.com/news/2007/03/26/tuition�
http://www.inpathways.net/the%20access%20challenge.pdf�
http://www.ihep.org/assets/files/publications/s-z/StudentAversiontoBorrowing.pdf�

Appendix |: Synopsisof Prior Tuition Policy Work

June 2009

October 1990

Tuition and Fee Briefing Paper for the 1991-93 Biennium

In anticipation of the 1991-93 biennium, HECB staff drafted an initial tuition policy brief to aid the board in
developing and adopting a new tuition policy. At that time, tuition was tied to the cost of instruction (calculated
viathe Education Cost Study). The primary research question proposed by the briefing paper prompted an
inquiry into the relative cost of higher education in Washington to peer institutions outside of the state. A peer
comparison was provided and the Board adopted a resolution for the 1991-93 biennium to hold tuition policy to
the current structure.

Board action: Resolution 90-33 recommended continuation of current tuition and fees structure.

Board action: Resolution 90-34 accepted the 1989-90 Education Cost Study for submittal to the Legidlature.

L egidative action: Tuition was based on a percentage of the cost of instruction by sector.

December 1991

Briefing Paper: Higher Education Finance | ssues

This finance paper was prompted by the need to assess how declining state revenues would impact higher
education and how to make thoughtful policy decisions about tuition to avoid long-term damage to its funding.
The paper deemed that higher education was a public good in need of predictable, consistent public funds. The
paper noted that current state funding did not adequately support anticipated and growing enrollments, quality
programs, and peer funding levels.

Board action: Thisbriefing paper was delivered to the board as an information item only.

L egidlative action: Tuition was based on a percentage of the cost of instruction by sector.

December 1992

Tuition and Fee Policies

This analysis was conducted in response to a December 1991 request by the HECB to analyze tuition and fee
policy shifts. Various policies were examined including pegging tuition to growth in per capita personal
income (PCPI) and continuing current policy, which used afactor of the cost of instruction to set tuition. The
report reiterated HECB principles for tuition policy including balance (between the share of state support and
student resources), fairness, and predictability.

Board action: Resolution 92-39 recommended continuation of current tuition and fees structure.

L egidative action: Tuition was based on a percentage of the cost of instruction by sector.
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(continued)

December 1993

Tuition in Washington: A Comprehensive Review

This report found that in the preceding twenty years, tuition was increasing rapidly and that extratuition dollars
were not buying more education, they were replacing state tax support. Various tuition policy options were
examined including high tuition, high aid and linking tuition to program costs, family income, credit load, and
even charging students extra tuition for classes that did not count towards degree requirements. Recurring
concerns about affordability and access were brought to bear in the report as well as arecommendation to keep
tuition levels equitable and predictable.

L egidative action: 2ESSB 5982 established local, institution-level control for tuition operating fees and
interest.

L egidative action: ESSB 5781 passed in an effort to preserve access to higher education. The bill was
designed to retain 1993 participation rate levels by sector and incrementally add appropriations to reach HECB
participation goals by 2010.

December 1994

Tuition and Funding Policy Brief for the 1995-97 Biennium

The 1994 brief on tuition and funding recommended a bilateral approach to funding higher education in
Washington. First, that annual inflation increases be met with a minimum annual 3 percent tuition increase
across all institutions. That increase plus an optiona 3 percent annual increase was considered a stable,
predictable funding level. Second, institutions could increase tuition an additional 2 percent per year depending
on ingtitutional priorities and needs.

Board action: Resolution 94-36 recommended consistent inflationary tuition increases, with an option for
ingtitutions to raise tuition an additional five percent (maximum of 8 percent).

L egidative action: ESHB 1603 (originally legislation from 1993) gave local control of tuition revenue to
institutions effective 1995, along with a ceiling increase for tuition and fees. “It isthe intent of the legislature to
address higher education funding through a cooperative bipartisan effort that includes the legislative and
executive branches of government, parents, students, educators, and concerned citizens. This effort will begin
in 1995, with the results providing the basis for discussion during the 1996 |egidlative session for future
decisions and final legislative action in 1997. The purpose of this act is to provide tuition increases for public
institutions of higher education as atransition measure until final action istaken in 1997.”
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(continued)

January 1995

Tuition in Washington: A Comprehensive Review

From 1984-85 to 1994-95 the overall cost of attendance for undergraduates at the research institutions grew 64
percent. Inthat same period of time, tuition at the research level grew 122 percent. Thisreview considered
tuition policy options including high tuition, high aid and linking tuition to program costs, family income, credit
load, and even charging students extra tuition for classes that do not count towards degree requirements.
Continued concerns about affordability and access were a critical theme of this report.

L egidative action: ESSB 5325 in its origina form (Rinehart, D-Seattle) sought to ensure predictability and
affordability of tuition in Washington by linking tuition increases to average per capitaincome increases.
Tuition policy would have been increased as a percent outlined by statute, rather than the HECB's Education
Cost Study. After the first engrossed version of the bill, the legislation outlined a four percent annual increase
to tuition and no longer included language to link tuition increases to average per capitaincome increases. The
policy was supposed to be revisited in 1997.

September 1996

An Overview of Tuition in Washington

This report contends that in 1992-93 and 1993-94, Washington institutions relied on tuition and fee revenue
more than most states to balance shortfalls in state funding. Severa tuition policy options were analyzed
including cost sharing models (between state funding and student tuition), indexing tuition to PCPI or median
family income (MFI), as well as differentiating the cost of programs or upper- or lower-division coursework.
Board action: Resolution 96-45 recommended an agency hill to study model tuition programs.

L egislative action: Senate Bill 6314 (Rinehart, D-Seattl€) outlined that tuition increases be indexed to personal
per capitaincome with a corresponding increase in state general fund dollars as tuition gradually increased.
Thislegidation did not progress through the Senate Rules Committee.
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(continued)

January 1997

Washington State Tuition and Fee Policies

This brief document outlined recent and historical policy related to tuition. The document calls attention to the
prior two years of four percent annual tuition increases and notes that Washington resident undergraduate
tuition and fee rates are growing faster than peer rates (HECB "24" peers). No resounding recommendation was
made, although the report notes that the legislature would be making a more pronounced, long-term tuition
policy decision during the coming session.

L egidative action: Senate Bill 5833 addressed the predictability and stability of tuition policy and would have
frozen tuition and fees at a consistent rate for students until they reached 180 credits. Thislegislation did not
progress through the Higher Education Committee.

L egidative action: E2SSB 5927 provided afour percent annual tuition increase for the 1997-99 biennium for
institutions and froze tuition increases after 1999 (specified that new tuition rates could be specified in the
budget). This was an important moment for tuition policy in Washington, as the 1997 legislature was supposed
to determine along-term policy for tuition in the state, as outlined in legislation from 1995.

October 1998

Winter 1999

An Over view of Tuition in Washington: 1998 Update

This overview isaholistic look at tuition policy developments in the state including tuition policy history, peer
group differences, and tuition growth compared to PCPI, MFI and inflation growth. In addition, the overview
suggests tuition policy alternatives like indexing tuition to MFI or PCPI, charging tuition based on credit load,
and sharing costs based on information from the Cost Study (which would have reinstalled prior tuition policy).
Board action: Operating budget request submitted to OFM suggested a tuition policy linking tuition increases
to the three year average increase of per capitaincome based on findings of the September 1996 Overview of
Tuition in Washington document.

Board action: Operating budget request submitted to OFM suggested a tuition policy linking tuition increases
to the three year average increase of per capitaincome based on findings of the September 1996 Overview of
Tuition in Washington document.

L egidative action: Senate Bill 5699 provided limited tuition setting authority (up to 20 percent for public four-
year institutions and up to 5 percent for community and technical colleges) to institutions. Thislegislation did
not progress through the Higher Education Committee.
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(continued)

Winter 1999

An Overview of Tuition in Washington: 1998 Update (continued)

L egidlative action: Substitute Senate Bill 5592 (Companion bill HB 1528) provided limited tuition setting
authority (up to 6.75 percent at UW and WSU and up to 2 percent per year for every other institutions) after
the1999-2000 academic year. Any additional tuition increases after 1999-2000 were supposed to be tied to the
average increase of per capitaincome in the state. Instead, tuition was decided upon in the operating budget and
allowed to increase up to 4.6% in 1999-2000 and 3.6% in 2000-2001.

October 1999

Statewide Strategic Master Plan Goals

The 2000 Statewide Strategic Master Plan called for increased predictability in the way in which tuition was
charged at public institutions. The plan called for tuition increases to be equivalent to increases in median
family income in the state.

December 2001

Higher Education Coordinating Board Legidlative Priorities

As afollow-up to the statewide strategic master plan, HECB called for tuition to increase equivaent to the
projected increase in per capita personal income (per capitaincome was forecast to increase by 4.7 percent in
2001-02 and 3.8 percent the following year).

January 2002

Washington Tuition and Fees

The 2001-02 articulation of the Washington Tuition and Fees report found that tuition and fees in Washington
was swiftly outpacing PCPI aswell asinflation. Additionally, the legislatively mandated tuition percent
increase ceilings were being maximized by institutions annually. In other words, most institutions found just
cause to increase tuition to the full extent allowable each year.

Board action: Resolution 02-01 called for institutions to receive tuition setting authority, given decreasing state
funding to higher education and increasing enrollments. The board recognized that the tuition policy was a
departure from the current tuition policy, but that tuition authority should be accompanied by increased state
funding, financial aid and institution aid.

L egidlative action: SB 6739 called for tuition to be indexed against median family income to ensure
predictability of tuition growth and affordability for Washington families. The legislation did not progress past
the Higher Education Committee.
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(continued)

Mar ch 2002

Washington Tuition and Fees (continued)

L egidative action: ESSB 5770 would have given local tuition setting authority to the boards of institutions and
the State Board for Community and Technical Colleges. This legislation was not signed by the Governor.
Instead, institutions received double digit percent increases for tuition in the operating budget.

January 2003

Washington Tuition and Fees

The 2002-03 version of Washington Tuition and Fees archives the steepest tuition increases in recent memory.
Double digit tuition increases occurred in every sector of Washington higher education. Notably, tuition
increased 16 percent at WSU and 14.6 percent at UW (the 8th highest research institution tuition increase in the
nation at the time). The average tuition increase for comprehensive institutions was 13 percent, the 12th highest
tuition increase in the nation for the comprehensive sector. The community college sector tuition rate grew by
13.7 percent, the 5th highest tuition increase in the nation for the community college sector. The report laid the
groundwork for heightened concerns regarding access and affordability.

L egidlative action: "The legidature recognizes the importance of keeping the public commitment to public
higher education and will continue searching for policies that halt the trend for the growth in tuition revenue to
outpace the revenue provided by the state. The legislature believes that a well-educated citizenry is essentia to
both the private and the public good."

L egidative action: Effective July 2003, ESSB 5448 gave institutions tuition setting authority for all students
other than resident undergraduates.

January 2004

Washington Tuition and Fees

The 2003-04 articulation of the Washington Tuition and Fees report found that tuition and feesincreasesin
Washington were |ess than the year previous, or 7 percent for the research and comprehensive sector, but 8.1
percent for the community and technical college sector. However, the report notes that the previous year's
steep increases were carried forward in the base. Additionally, the report notes that Washington institutions
were becoming increasing more expensive relative to WICHE peer ingtitutions. The 2004 Strategic Master Plan
called for tuition authority to be limited to seven percent annually over four years.

L egidlative action: Tuition increases for resident undergraduate students were held to 7 percent annually.
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(continued)

February 2005

Washington Tuition and Fees

The 2004-05 articulation of the Washington Tuition and Fees report found that tuition and feesincreasesin
Washington were |ess than the year previous, or 7 percent for the research and comprehensive sector, but 8.1
percent for the community and technical college sector. The report notes that tuition and fees increased 78
percent at the UW since 1994-95 while PCPI grew 51 percent.

L egidlative action: Tuition increases for resident undergraduate students were held to 7 percent for research, 6
percent for comprehensive and 5 percent for community and technical colleges through the biennium.

Mar ch 2006

Washington Learns: Tuition Policy Options

In response to the legislation that created Washington Learns, tuition policy was examined to better fulfill the
goals of predictability, affordability, accountability, clarity and quality. The Washington Learns higher
education advisory committee examined tuition policies including high tuition, high aid, linking tuition to the
cost of instruction, differentiating tuition rates by credit hour, upper and lower division, by maor, by type of
ingtitution, by inflation index, by institution campus and by student income level. Don Heller presented to the
advisory committee and it eventually decided to sustain current policy, maintaining a 7 percent tuition increase
ceiling by legidative mandate.

May 2007

Washington Tuition and Fees

The 2006-07 version of the Washington Tuition and Fees report found that tuition and fees increased 6.8
percent for the research sector and 5.8 percent for the comprehensive and community and technical college
sectors. The report notes that tuition and fees increased 81 percent at the UW since 1996-97 while PCPI grew
49 percent.

L egislative action: SB 6133 introduced a tuition policy which would have frozen tuition rates for
undergraduate students during their tenure as undergraduate students, with annual adjustments to tuition for
inflation only. Thislegislation did not progress through the Higher Education Committee.

L egidlative action: Tuition increases for resident undergraduate students were held to 7 percent for research, 5
percent for comprehensive and 2 percent for community and technical colleges through the biennium.
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(continued)

February 2009

Differentiated Tuition Policies: An Examination of Graduated | ncome-Based Tuition Policy

This white paper examined both graduated and differentiated tuition policies, defined various types of tuition
policies, and provided examples of cases where such policies werein place. This report was completed in
anticipation of alegislatively mandated tuition policy study and was meant to inform Board members about
various tuition policy options.

Board action: HECB decided on two principles for tuition policy should large increases occur. First, that any
increases beyond 7 percent be treated as a surcharge, and not as permanent policy and second, tuition increases
should include a sunset clause.

L egislative action: 2SHB 1235 (Companion bill SB 5734) alowed institutions to continue to set tuition rates
for students other than resident undergraduates for four more years.

L egislative action: ESHB 2344 required the HECB, with the input and assistance of higher education
stakeholders, to review a number of alternative tuition policy optionsin order to arrive at a suggested
recommendation for tuition policy.

L egidative action: Tuition increases were outlined in the omnibus appropriations act and four-year institutions
were given authority to raise tuition up to 14 percent per year for resident undergraduates through 2010-11.
Community and technical colleges were allowed to raise tuition no more than 7 percent per year through 2010-
11.
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Excer pt from Engrossed Substitute House Bill 2344
(as passed by the Legidlature April 26, 2009)

NEW SECTION. Sec. 2. A new section is added to chapter 28B.15 RCW to read as follows:

(1) The higher education coordinating board, in coordination with higher education
stakeholders, shall review options and make recommendation on atuition policy that
allows flexibility, accessibility, and differentiation anong Washington's various
public baccalaureate tuition rates. Recommendations shall support the
implementation of the strategic master plan for higher education including
consideration of policies that address student access, equity, and academic quality.

(2) The board shall examine policies that couple higher tuition with higher institutional
need-based financial aid; differential tuition rates based on family income; differential
tuition rates based on institutional mission, campus, credit hours, academic program,
and delivery method; and policies that encourage collaboration and coordination
among institutions of higher education that facilitate coenrollment among multiple
institutions, including enrollment in online learning courses.

(3) Each option shall be assessed in terms of administrative feasibility, interactions with
and implications for state and federal financial aid tuition programs, and impacts on
students of different income levels.

(4) The board shall report its findings and recommendations to the governor and to the
appropriate committees of the legislature by November 1, 2009.
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High Tuition, High Financial Aid

Summary of Option:
A higher tuition/higher financial aid model is another model to consider. Astuitionis
increased to cover an institution’s costs, financial aid isincreased even more so that the
economic profile of the student body is not disrupted. This model can be implemented across
a spectrum or in increments, but in its purest form, tuition is set at or closer to the actual cost
of instruction at an institution. Students and families who are able to afford the tuition based
on existing federal calculations pay a higher rate of tuition. Existing state operating funds
dedicated to higher education are shifted to a much increased commitment to financial aid to
ensure that access for low- and middle-income students remains strong. This aterstherole
of the state from an actor that provides a higher education subsidy for al studentsin the state,
regardless of their ability to pay, to an actor that utilizes public dollars to subsidize the
purchase of afull-priced education for those students who cannot afford it. It removes what
may be considered an unnecessary subsidy for wealthy families attending public colleges and
universities. Ultimately, thismodel shifts more of the cost burden for higher education onto
higher income families who are no longer receiving an automatic state subsidy.

I nstitutional and Student Assessment:
All students enrolled in Washington’s public institutions of higher education pay less than
the actual cost of their attendance and instruction. The distribution of the true cost of
education between the state and families has been atopic of much debate and has changed
over time, most recently with losses in state operating funds pushing more of the burden to
Washington's students and their families. Tuition and fee revenue now makes up over 50
percent of the core education budget for most of Washington’sinstitutions. Proponents of a
pure high tuition/high aid model argue that providing a state subsidy for the higher education
of every state citizen isinefficient and unnecessary in aworld where much of the benefit of
higher education accrues to the individua student over hisor her lifetime. It may also be
inequitable as it leads to areality where many public dollars are being spent to benefit
middle- and upper-income families, diminishing the amount of financial aid dollars available
to low-income students and families and thereby decreasing their access to higher education
and social mobility.

Research and experience relating to this model in its most extreme form has raised some
serious concerns for students and families. Because students and families may pay more
attention to the *sticker price’ of tuition than the availability of financia aid, higher tuition
may decrease the likelihood that they apply and attend college as they may become
discouraged. Thisisespecialy aconcern for low-income and minority students. If this
model were adopted, this potential effect would need to be aggressively addressed and
combated to preserve access and diversity. Additionaly, for this model to work, increased
state and institutional commitments to financial aid must be codified. If financial aid
becomes a discretionary expense that is curtailed in a bad economy, this, coupled with the
now high tuition rate, could prove devastating to access and diversity. Lastly, increased



financial aid, particularly for low-income students, must not rely heavily on loans. Increased
student debt burden could aso have deleterious effects for student access.

This model also raises concerns for middle- and high-income students and their families.
Middle-income students and their families might be squeezed by this model because they do
not qualify for much financial aid. A successful implementation of this policy would need to
target this impact on middle-income families. Additionally, fairness concerns about high-
income students subsidizing low-income students must be addressed, as must be the concern
that high quality students from middle- and high-income families will go out of state or to a
private institution when faced with so much less of a discrepancy in cost between the public
and out of state and/or private options. An institutional merit aid program similar to many
private ingtitutions may help to combat this, as would the fact that, even when priced on
actual cost, public university tuition will still be much lower than the alternatives.

Many of the above concerns dissipate as you consider partial implementation of this model,
which leavesin place a general state subsidy, but reassesses the portion of the costs carried
by the state and the portion carried by the student and family, and sets tuition and financial
aid accordingly.
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