
 
AGENDA 

Council on Postsecondary Education Retreat 
February 9, 2012 

 

Spendthrift, 7th Floor, Marriott Griffin Gate Resort 
Lexington, Kentucky 

 
(All sessions are in Spendthrift unless otherwise noted.) 

 
 
 
 

9:00 - 9:15 Welcome and Retreat Overview (Continental breakfast available beginning at 8:30)   
 

9:15 - 11:00 2011-15 Strategic Agenda for Postsecondary and Adult Education  
  

• 2011 Postsecondary Education Draft Accountability Report 
• Look at the Year Ahead 
• Focus Area Workgroups Breakout Sessions  

 
o College Readiness – Spendthrift, 7th floor 
o Student Success – Elmendorf, 7th floor 
o Research, Economic, & Community Development – Terrace Ballroom, 1st Floor 
o Efficiency & Innovation – Terrace Ballroom, 1st Floor 

 
11:00 - 11:15 Break 
 
11:15 - 12:00 Discussion with President Jim Votruba, Northern Kentucky University 
 
12:00 - 1:00 Lunch (located on the first floor terrace atrium) 
  
1:00 - 2:00 Discussion with Mayor Jim Gray, Lexington  
 Economic Development, BEAM Initiative  
 
2:00 - 3:30 Discussion and Updates 
 

• Budget Update 
• Tuition 
• Legislative Update 
• University of Pikeville 
• Other Items  

 

3:30 - 4:00 Wrap-up Discussion  
 
4:00 Adjourn  
 
5:30 Reception 
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2012-14 Executive Budget Recommendation Summary  
 
 

Fiscal Environment 
 On Tuesday, January 17, 2012, Governor Beshear released his 2012-14 Executive 

Budget recommendation. 
 The Executive Budget includes no revenue from new taxes or expanded gaming. 
 The Executive Budget proposes cuts to most state agencies of 8.4 percent in FY 13 and 

straight-lined budgets in FY 14.  Most agencies have experienced cuts of 25 to 30 
percent over the last two years. 

 Some priority areas were increased (state employee retirement and health insurance, 
Corrections, Medicaid, Pre-school) or exempted from cuts (SEEK, Student Financial Aid, 
Veterans’ Affairs).  Some areas received a smaller reduction than the 8.4 percent (K-12 
Non-SEEK, Education and Workforce, Justice and Public Safety, Postsecondary 
Education). 

 See Attachment A for additional details from the Executive Budget Briefing. 
 
Institution Operations 
 The Executive Budget for 2012-14 recommends a 6.4 percent General Fund reduction in 

FY 13 and a straight-lined budget in FY 14. 
o $18.9 million that was transferred from FY 12 to FY 11 was restored to the 

institutions’ base before the 6.4 percent reduction was applied.  (The decrease from 
the FY 12 revised budget to the recommended FY 13 institutions’ budget is 4.5 
percent.) 

o Technical adjustments were made for debt service, the UofL hospital contract, and 
UK/EKU/KCTCS Physical Therapy program funding. 

 See Attachment B for details by institution. 
 
Capital Investments 
 The Executive Budget includes General Fund debt service for $25 million in asset 

preservation/renovation. 
 The Executive Budget includes one state supported capital project at Murray State 

University.  
 The recommendation allows the institutions to fund $451 million in capital projects with 

agency bonds. 
 See Attachment C for details by institution. 
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CPE Agency Funds (Statewide Coordination and Statewide Educational Programs and 
Services) 
 The Executive Budget recommendation maintains funding (including tuition increases) for 

164 veterinary spaces and 44 Optometry Spaces in the Contract Spaces Program. 
 The Executive Budget proposes an 8.4 percent reduction to all other areas of CPE’s 

Agency Budget in FY13 and straight-lines the budget in FY 14. 
 Debt service of $629,000 in FY 13 and $1,887,000 in FY 14 is included in the Physical 

Facilities Trust Fund to support $25 million for postsecondary education asset 
preservation/renovation capital projects. 

 The Executive Budget recommendation includes $1,558,500 in both FY 13 and FY 14 to 
support SB 1 (2009) implementation. 

 
Financial Aid 
 The Executive Budget dedicates 100 percent of the value of the lottery revenues for 

student financial aid. 
 The recommendation fully funds the KEES program at $101.7 million in FY 13 and 

$102.5 million in FY 14. 
 The Executive Budget funds Kentucky’s need-based financial aid program, the College 

Access Program (CAP), at $58.9 million in both FY 13 and FY 14.  (Funding in FY12 is 
$60.6 million.)  

 The Kentucky Tuition Grant (KTG), need-based aid specifically for students who attend 
independent colleges and universities, is funded at $31.6 million in both FY 13 and FY 
14.  (Funding in FY 12 is $32.5 million.)  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Staff preparation by John Hayek, Sherron Jackson, Bill Payne, and Shaun McKiernan 
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Executive Branch Budget
FY 2012 - 2014

Governor Steven L. Beshear

January 17, 2012

Governor’s Goals

� Improve job competitiveness

� Protect education funding

� Make progress in early childhood education

� Provide healthcare for most vulnerable

� Protect the public’s safety

� Make fiscally responsible and critical investments 
for the future

� Run a lean and efficient government

� Reduce reliance on one-time funds
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Budget Challenges

� Increasing, but modest revenues

� One-time funds supporting spending levels 
not available
� Stimulus funds

� Funds from prior years

� Deferred payroll

� Non-recurring balancing measures

� Increasing costs to maintain same services

� Cumulative impact of five consecutive years 
of budget cuts

Modest Revenue Growth Predicted
(millions and percent change from prior fiscal year)
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Balanced Budget FY 12 - 14
Biennial Total

(millions)

Official Revenue Estimate 18,721$          

Base Level of Spending  (FY 11 & 12) 18,648$          
Additional Required and Recommended Spending 815$               
Total Recommended Spending 19,463$          

Gap Between Revenues and Spending (742)$              

Measures to Fill the Gap
Cuts 286$               
Fund Transfers 245$               
Use of the Budget Reserve Trust Fund 102$               
Tax Amnesty and Enhanced Compliance 61$                 
Other Resources and Lapses 29$                 
Beginning Balance 20$                 

Total Budget Balancing Measures 742$               

Sources of Funds

� No New Taxes

� No Expanded Gaming Revenues

� Modest Revenue Growth

� Tax Amnesty and Enhanced Compliance

� Fund Transfers

� Budget Reserve Trust Fund
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Additional Revenue Collections from 
Existing Taxes

� Tax Amnesty and Enhanced Compliance 
Program

� Revenue collection incentives and enhanced 
compliance initiatives

� $59 million FY 13    $2 million FY 14  (Net Impact)

� Abandoned Property Program

� Extend pilot program in Jefferson County and other 
appropriate areas

� Liabilities turned into assets for communities

� $7 million FY 13      $10 million FY 14

Targeted Spending to Protect Priorities

� Most agencies reduced 8.4% in FY 13 and 
straight-lined in FY 14

� Priority areas straight-lined or increased

� Lesser reductions in several areas
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Highlights - Limited Areas with 
Additional Spending  Biennial 

Total 

millions

Debt Service
Existing Debt 372$        
New Bond Projects ($304 million) 19$          

Retirement and Health Insurance
Retirement Contributions to KERS 79$          
Health Insurance  +2% per Year 45$          
Teachers' Retirement - Medical 43$          

Corrections & AOC - HB 463

Increased Parole and Pretrial Officers 14$          
New Local Corrections Assistance Fund 9$            

Reinvest Drug Law Savings 7$            

Highlights - Limited Areas with 
Additional Spending  Biennial 

Total 

millions
Health and Family Services

Medicaid 84$          
Substance Abuse Treatment 8$            
Supports for Community Living 14$          
Community Placements for Adults with Severe Mental Illness 2$            

Community Based Services Caseload Reductions 21$          
Child Support Enforcement Match Replacement 18$          
New Eastern State Hospital - Lease and Operations 16$          
KASPER Enhancements 4$            
Adult Abuse Registry 2$            
Colon Cancer Screening Program 1$            

Postsecondary Education

Restore Universities' Base to 2012 Originally Enacted 38$          

Preschool Expansion 15$          
Expand eligibility for 4 year-olds from 150% to 160% poverty level

Others 5$            

Total Recommended Additional Spending 815$        
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Critical Areas Exempt from Cuts

� SEEK

� Preschool

� Medicaid

� Corrections

� Debt Service

� Health Insurance & 
Retirement

� Teachers’ Retirement

� Student Financial Aid

� Coal Severance Funds

� Community Based 
Services

� Behavioral Health

� Public Advocacy

� Revenue Operations

� Tourism – Fair Board, 
Horse Park

� Mine Permitting,  
Reclamation & 
Enforcement

� Veterans’ Affairs

Most State Agencies Cut 8.4%

� Governor’s Office

� Attorney General

� Auditor’s Office

� Treasurer

� Dept. Agriculture

� Sec. of State

� Dept. Local Government

� Military Affairs

� Other General Govt. 
Agencies

� Economic Development

� Energy & Environment

� Finance Cabinet

� CHFS other than Medicaid, 
DCBS, Aging, Behavioral 
Health

� Labor Cabinet

� CPE

� Public Protection Cabinet

� Tourism Arts & Heritage

� Public Transportation

� Legislative Branch

8
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Judicial Branch

� Judicial Branch

� Net increase of 1.5% over biennium

� Fund fit up for judicial centers coming on-line 

� Fund increases in health insurance and retirement 
contributions

� Operational reductions required to balance

K-12 Education Highest Priority

� Preserves SEEK funding

� Same total General Fund appropriation in FY 13 and FY 14 
as FY 12

� Base per-pupil guarantee $3,833 in FY 13 and $3,827 in FY 
14

� Expands Preschool Eligibility to 160% of Poverty Level for 4-
year olds in FY 14

� 4,430 more children will be served – 18% increase 

� Goal to expand to 200% of Poverty Level, adding another 
approx. 4,000 children by the end of Beshear administration

� Funds $100 million School Facilities Bonds

� Authorizes additional $100 million Offers of Assistance

9
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K-12 Education Highest Priority

� Provides increase in health insurance funding to 
support 2% increase each plan year  

� 4.5% reduction in FY 13 for Non-SEEK grants to 
school districts; straight-lined in FY 14

� Funds employer contributions for Kentucky Teachers’
Retirement System

Postsecondary Education

� Restores $18.9 million to Base Budgets shifted from            
FY 12 to FY 11

� 6.4% Base Budget Reductions for Universities and Colleges

� No cuts to student financial aid programs

� Fully funds KEES program

� No cuts to Need-Based programs

� Fully funds National Guard Tuition Assistance Program

� $25 million General Fund bonds for asset preservation and 
maintenance – no General Fund bonds for new projects

� $451 million Agency Bonds

� priority projects for which institutions have identified debt 
service and plan to move forward
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Education and Workforce

� Agencies
� Education Professional Standards Board
� Kentucky Comm. on Deaf and Hard of Hearing
� Office for the Blind
� Office of Employment and Training
� Office of Career and Technical Education
� Office of Vocational Rehabilitation
� Kentucky Educational Television
� Kentucky Dept. of Libraries and Archives

� 4.2% reduction in FY 13
� Straight-lined funding in FY 14

Health and Family Services

� Medicaid program exempt from reductions
� Increasing costs and eligible members
� Management initiatives proposed to contain cost increases
� Expand substance abuse treatment
� Expand community placements for those with intellectual disabilities 

and severe mental illness

� Behavioral Health exempt from reductions
� Reduce Caseloads in the Dept. of Community Based Services
� Costs to Open New Eastern State Hospital
� Maintain Child Support Enforcement Program
� Expand the KASPER program
� Create an Adult Abuse Registry – reduced cuts for aging 

programs
� Match funding to begin colon cancer screening program
� Balance of Cabinet cut 8.4% in FY 13; straight-lined in FY 14
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Medicaid

� Increased General Fund need because:

� Increasing enrollment due to the recession

� Increasing healthcare costs

� Cost increases mitigated by managed care

� Recommended General Fund increase

� FY 13:  $-0- FY 14:  $108 million

� Continue to implement cost containment 
measures

Medicaid Population is Still Growing 
– But at a Slower Rate
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$1.3 Billion Managed Care Savings
through FY 14

$5.4

$5.6

$5.8

$6.0

$6.2

$6.4

$6.6

$6.8

$7.0

FY 2012 FY 2013 FY 2014

With Managed Care Without Managed Care

$276

million 
all funds 

$464 
million 
all funds

$78 Million 
State Funds 
Saved

$134 Million 
State Funds 
Saved

$160 Million 
State Funds 
Saved

$553 
million 
all funds

billions

Medicaid Investments

� Supports for Community Living 
� Additional 800 community placements for individuals with 

intellectual disabilities

� $3.3 million FY 13   $10.2 million FY 14 
� Adults with Severe Mental Illness

� 200 community placements in FY 13, 400 more in FY 14

� $.6 million  FY 13   $1.2 million FY 14   
� Substance Abuse Treatment for Adolescents and Adults

� Community based treatment programs for substance 
abuse

� Coverage for 5,800 medicaid eligible adolescents and 
adults

� $3.4 million  FY 13 $4.4 million  FY 14
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Department for 
Community Based Services

� No cuts to the Department
� Caseload Reduction Initiative

� Protection and Permanency

� Reduce average caseloads from 20 to 18
� Family Support

� Reduce average caseloads from 1,000 to 800
� $10.8 million FY 13 $9.9 million FY 14

� Maintain Child Support Enforcement – Match 
Replacement
� Required to maintain current enforcement efforts
� $10.7 million FY 13 $7.5 million FY 14

Public Health - Colon Cancer 
Screening Program

� Initial funding for HB 415 enacted in 2008

� $500,000 per year to provide colon cancer 
screening for uninsured Kentuckians

� Provides access to screening for 2,000 uninsured 
Kentuckians

� Funds will be matched dollar for dollar by 
Kentucky Cancer Foundation – total of $1 million 
per year

� Services to be provided by local health 
departments

� Increased screening will save lives and money

14
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Public Employees and Retirees / 
Personnel Cabinet

� Honors the HB 1 scheduled increase in KERS 
and SPRS employer contribution rates

� $22 million FY 13 $43 million FY 14

� Provide funding to support 2% increase each plan 
year for health insurance costs

� $15 million FY 13 $30 million FY 14

� No furloughs

Economic Development

� Reinvests in programs to retain and create 
jobs

� $20 million High-Tech grants and loans – bond 
funds

� Supports creation of Angel Investment Tax 
Credit Program

� Funds One-Stop Business Portal

� $5 million for Phase I

15
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Energy & Environment

� Mining programs exempt from cuts

� Mine Permitting

� Mine Reclamation and Enforcement 

� Balance of Cabinet cut 8.4% in FY 13; 
straight-lined funding in FY 14

� Funds permanent cap for Maxey Flats 
Superfund site, with continued monitoring

� $17 million bonds

� $18 million trust funds from responsible parties

Department of Veterans’ Affairs

� Veterans’ Nursing Homes

� Operating funds to open new wing at West 
Kentucky Veterans’ Center in Hanson

� Fund construction of 4th state veterans’ nursing 
home in Radcliff

� Reauthorize 5th veterans’ cemetery in Leslie 
County

� No operating budget reductions

16
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Finance and Administration

� 8.4% cut in FY 13 ; straight-lined FY 14

� Revenue
� No cuts to operating funds to support Tax 

amnesty and revenue collection efforts

� Debt Service on Existing Debt
� $177 M in FY 13      $194 M in FY 14

� Impact of previous debt restructuring

�Payments on bonds previously 
authorized

Justice & Public Safety

� Corrections - Core cost driver is incarcerated felon 
population

Consensus Forecast FY 2013 FY 2014

Felon Population – Without HB 463 21,646 22,011

HB 463 Impacts (1,782) (2,871)

Projected Felon Population 19,864 19,141
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Corrections – HB 463 
Implementation

� HB 463 Summary – Savings and Reinvestment

� Drug law changes 

� Mandated re-entry supervision – last 6 months of 
sentence

� Good time credit while on parole

� Re-invest savings in expanded treatment programs, 
parole services, pre-trial release, and evidence-based 
practices

� Phase out one more private prison 

millions

Corrections & AOC - HB 463

Increased Parole and Pretrial Officers 13$         
New Local Corrections Assistance Fund 9$           

Reinvest Drug Law Savings 7$           

Justice & Public Safety

� 2.2% cuts for most agencies in FY 13; 
straight-lined in FY 14

� State Police

� Juvenile Justice

� Justice Administration

� Kentucky State Police Training Academy 

� $2 million for replacement of administration and 
classroom building

� Department for Public Advocacy exempt 
from cuts

18
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Labor

� Agencies:

� Workplace Standards

� General Administration and Program 
Support – Shared Services

� 8.4% reduction in FY 13

� Straight-lined funding in FY 14

Public Protection

� Agencies
� Office of the Secretary
� Alcoholic Beverage Control
� Housing, Buildings and Construction
� Board of Claims/Crime Victims Compensation 

Board
� Board of Tax Appeals
� Horse Racing Commission   

� 8.4% reduction in FY 13; straight-lined funding           
in FY 14

19



18

Tourism Arts & Heritage

� Most Cabinet agencies cut 8.4% in FY 13; straight-
lined funding in FY 14
� Secretary’s Office

� Arts Council

� Parks

� Department of Travel

� Historical Society

� Heritage Council

� Center for the Arts

� Fish & Wildlife Resources – no General Funds

� Artisans Center at Berea – supported with Road 
Funds

Most Agencies Cut 8.4% - on top of 25% 
– 30% cuts already taken

� $1.3 billion has been cut from 
appropriations over the last four years

� The easy measures have been taken

� Impact of the additional cuts will be real: 
� service delays 

� more employee attrition 

� some possible layoffs

� loss of federal funds

� possible facility closures

20



19

Cumulative Impact of Cuts

Finance Agencies 30% - 38% KET 27%
Labor 38% Education and Workforce 23% - 27%
Area Development Districts 38% CHFS Non-Medicaid 7% - 28%
Public Protection 30% - 38% K-12 Non-SEEK 27%
Constiutional Officers 32% - 36% Natural Resources 15%
Military Affairs 34% State Police 15%
Environmental Protection 32% Universities 15%
Tourism, Arts & Heritage 30% Juvenile Justice 13%
Economic Development 29% Veterans' Affairs 6%

Capital Budget Highlights

� Limited New Capital Program

� Smallest since 1996

� Invest in necessary state government infrastructure

� General Fund Bonds $    304 million

� Road Fund Bonds $      23 million

� Agency Fund Bonds $    451 million

� Total $    778 million

� Debt Capacity Ratio = 6.3%
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Total Bonds Authorized

Transportation

4%

K-12 Education

13%

Postsecondary Education

61%

KIA / DLG

1%

Veterans' Affairs

2%

Economic Development

3%

Energy and Environment

10%

Finance

2%

CHFS

1%
Justice

1%
Tourism

2%

Capital Budget –General Fund Bonds

K-12 Education 100$  
Energy and Environment 78$    
Postsecondary Education 25$    
Economic Development 20$    
Finance 19$    
Veterans' Affairs 14$    
Tourism 13$    
CHFS 11$    
Transportation 10$    
Justice 9$      
KIA / DLG 6$      
Total 304$  

millions
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General Fund Supported Bond Projects
millions

Agency Project FY 2013 FY 2014 Total

School Facilities Construction Comm 2010-12 Offers of Assistance 100.0$    -$          100.0$   
Ky Infrastructure Authority KIA - Wastewater Revolving Fund Match -$        1.5$          1.5$       
Ky Infrastructure Authority KIA - Drinking Water Revolving Fund Match -$        2.2$          2.2$       
Local Government Flood Control Matching Fund -$        2.0$          2.0$       
Veterans' Affairs Fourth Veterans' Nursing Home - Radcliff -$        14.0$        14.0$     
Economic Development High-Tech Contruction/Investment Pool -$        20.0$        20.0$     
Energy & Env-Office of Secretary Ky Heritage Land Conservation Fund Projects 2.3$        2.3$          4.6$       
Environmental Protection Maxey Flats Cap -$        17.0$        17.0$     
Environmental Protection Petroleum Underground Storage Tank Projects 26.0$      28.0$        54.0$     
Environmental Protection State Owned Dam Repair 2.5$        -$          2.5$       
Finance-Facilities and Support Services Maintenance Pool 2012-14 3.0$        3.0$          6.0$       
Finance-Facilities & Supp Svcs Statewide Microwave Network (KEWS) Maintenance 2.2$        -$          2.2$       

Finance-Facilities & Supp Svcs Parking Garage Maintenance 1.5$        -$          1.5$       
Finance-Facilities & Supp Svcs Council of State Governments Building Complex 0.5$        5.0$          5.5$       
Finance-General Administration Lexington Downtown Redevelopment Project-

Planning & Design
3.5$        -$          3.5$       

Finance  - Revenue* One Stop Business Portal- Phase I 5.0$        -$          5.0$       
Health and Family Services-GAPS Maintenance Pool 2012-14 2.5$        2.5$          5.0$       
Behavioral Health Electrical System Upgrade at Western - Design 1.0$        -$          1.0$       
Medicaid Administration Medicaid Eligibilty System 5.0$        -$          5.0$       
Justice Administration-Medical Examiner Site Acquisition and Design - New Medical Examiner 

Lab and Office

1.0$        -$          1.0$       

State Police Demolition and Construction of Training Academy 
Building

2.0$        -$          2.0$       

Corrections-Adult Institutions Maintenance Pool 2012-14 2.8$        2.8$          5.5$       
Council on Postsecondary Education Asset Preservation/Renovation Pool 12.5$      12.5$        25.0$     
Murray State University* Breathitt Veterinary Lab - Site Acquistion and Design 4.0$        -$          4.0$       

Parks Maintenance Pool 2012-14 3.0$        3.0$          6.0$       
Parks Upgrade Wastewater System-Ft Boonesborough 2.0$        -$          2.0$       
Parks Splash Park Development-Various Parks -$        3.0$          3.0$       
Fair Board Parking Garage Maintenance 2.0$        -$          2.0$       
Transportation Wetland Restoration 5.0$        5.0$          10.0$     
Total General Fund Bonds 184.2$    123.8$      304.0$   
*Reauthorized - not new bonds

Capital Budget – Agency Bond Projects

� University agency bond projects authorized at levels the 
universities can support and actually plan to issue

millions

� Eastern Kentucky University $  64

� Morehead State University $  24

� Murray State University $  19

� Northern Kentucky University $  67

� University of Kentucky $200

� University of Louisville $  39

� Western Kentucky University $  39

� Total $451
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P ro je c ts

A g e n c y  B o n d s  

(m i lli o n s )

E a s te r n  K y  U n iv e rs i ty  

R e n o va t e  R e s id e n c e  H a ll -A d d it io n a l 6 .0$                   

R e f in a n c e  E S P C 2 7 .0$                 
C o n s tr u c t  U n i ve r s ity  A c tiv i ty  C e n te r ,  P h a s e  II 3 1 .3$                 

T o t a l 6 4 .3$                 

M o r e h e a d  S ta te  U n i v e r s i ty

R e n o va t e  W e s t  M i g n o n  R e s id e n c e  H a l l-A d d 0 .6$                   
R e n o va t e  C a r t m e ll  R e s i d e n c e  H a l l 1 1 .1$                 

R e n o va t e  M ig n o n  R e s id e n c e  H a ll 9 .3$                   
C o n s tr u c t  F o o d  S e rv ic e /R e t a il &  P a rk in g  S t ru c t-A d d 2 .1$                   

R e p la c e  E x te r i o r  P r e c a s t  P a n e ls -N u n n  H a ll -A d d 0 .4$                   

C o n s tr u c t  R e s i d e n ti a l  F a c il ity  a t U n iv . F a r m -A d d 0 .3$                   
T o t a l 2 3 .7$                 

M u r r a y  S t a t e  U n iv e rs it y  

C o n s tr u c t  N e w  U n iv e rs i ty  L ib ra ry -  D e s ig n 3 .8$                   

R e n o va t e  H e s te r  H a ll 8 .4$                   
C o m p le te  C a p it a l R e n e w a l:  H  &  D  P o o l <  $ 6 0 0 ,0 0 0 6 .5$                   

T o t a l 1 8 .7$                 

N o r th e rn  K y  U n i v e r is ty  

E x p a n d / R e n o v a te  A lb r ig h t  H e a l th  C e n te r 4 5 .0$                 
A c q u ir e / R e n o v a te  N e w  R e s id e n c e  H a l l 1 0 .0$                 

E x p a n d  U n iv e rs i ty  D r iv e  P a r k in g  G a ra g e 1 2 .0$                 
T o t a l 6 7 .0$                 

U n iv e r s it y  o f  K y  -  A g e n c y  B o n d  P o o l 2 0 0 .0$               

U n iv e r s it y  o f  L o u is v il le  
P u rc h a s e  L a n d  fo r  S u p p o r t  S e r v i c e s  in  N o r th e a s t Q u a d ra n t 1 5 .0$                 

G u a ra n te e d  E n e rg y  S a v in g s  C o n tra c t -A d d it io n a l 4 .5$                   

E x p a n d  S t u d e n t A c ti v i t i e s  C e n te r 1 9 .5$                 
T o t a l 3 9 .0$                 

W e s t e r n  K y  U n iv e r s it y   

R e n o va t e  D o w n in g  U n i v e r s ity  C e n t e r -P h a s e  V 1 6 .5$                 

C o n s tr u c t  H o n o rs  C o lle g e  F a c ili ty 2 2 .0$                 
T o t a l 3 8 .5$                 

G r a n d  T o t a l 4 5 1 .3$               

Agency Bond Projects

Surplus Expenditure Plan

� Necessary Governmental Expenses

� 50% to Restore SEEK funding to FY 12 Per 
Pupil Guarantee

� 50% to Restore Budget Reserve Trust 
Fund
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Reduced reliance on one-time funds
Improved Structural Balance
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Transportation Cabinet

� Increased revenue sharing with local govts.

� $34 million FY 13      $25 million FY 14

� Replace the drivers’ licensing system

� County Maintenance Facility Replacements

� Replacing 7 county maintenance facilities and 
salt domes

2012 Six Year Highway Plan

� Projects selected will:

� Solve a maintenance problem

� Address a known safety concern

� Deal with significant traffic congestion

� Improve highways for Kentucky’s 
employers and citizens

� Annual design and construction 
contract lettings of  $1 billion
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Highlighted Projects

� Kentucky share of the Louisville and Southern Indiana 
Ohio River Bridges Project.

� Completes the 6-laning of Interstate 65 between Bowling 
Green and Elizabethtown

� Constructs new bridges on US68/KY80 at Lake Barkley 
and Kentucky Lake and completes the 4-laning of 
US68/KY80 from Aurora to I24 at Cadiz.

� Increases spending for Interstate 69 in Western Kentucky 
enabling the ultimate conversion of many more miles of 
parkway to full I-69 status.

� Provides $80 million toward the 4-laning of the Mountain 
Parkway between Campton and Salyersville.

� Widens KY15 to 4-lanes from north of KY80 near 
Bonnyman to south of KY80 at the KY15 Bypass of 
Hazard.

Highlighted Projects

� Completes the relocation of US460 (Appalachian Corridor 
Q) between US23 and the Virginia state line.

� Completes the “Valley Floor” section of US 119 
(Appalachian Corridor F) in Letcher County between 
Partridge and Oven Fork.

� Completes the Newtown Pike Extension Project in 
downtown Lexington.

� Constructs new Interstate 75 Interchanges and builds a 
new frontage road system between Richwood Road and 
Mt. Zion Road in Boone County.

� Dedicates over $100 million annually to primary road 
system pavement repairs across the state.

� Spends over $500 million to repair or replace more than 
240 substandard bridges across the Commonwealth.
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Highlighted Projects
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Council on Postsecondary Education 
February 10, 2012 

 
 

2012-13 Tuition Setting Process 
 
 

ACTION: The staff recommends that the Council approve the attached Tuition and 
Mandatory Fee Policy and 2012-13 Tuition Setting Timeline that provide a 
framework for establishing public postsecondary tuition and fees for AY 2012-13. 
 
 
 
At the November 10, 2011, Council meeting, staff submitted draft Tuition and Mandatory 
Fee Policy and 2012-13 Preliminary Tuition Setting Timeline documents to Council members 
for review and discussion. Since that time, staff has continued to work with campus chief 
budget officers to finalize the tuition policy, process, and timeline documents.  
 
Attached for Council review and action are recommended Tuition and Mandatory Fee Policy 
(Attachment A) and 2012-13 Tuition Setting Timeline (Attachment B) documents that, once 
approved, will be used to guide the 2012-13 Tuition and Fee Setting process. Also attached 
are tables, graphs, and figures that highlight key tuition issues for the upcoming academic 
year and provide policy relevant information which will facilitate the tuition setting process. 
 
Tuition Policy, Process, and Timeline 
 
Tuition and Mandatory Fee Policy 
 
A draft Tuition and Mandatory Fee Policy was submitted to the Council at the November 10 
meeting. Since that time, the policy has been reviewed and discussed by CPE staff, campus 
presidents, and institution chief budget officers. There were no suggested changes to the 
policy. 
 
Staff recommends that the Council approve the attached Tuition and Mandatory Fee Policy 
(Attachment A), which will guide development of tuition and mandatory fee rate ceilings and 
facilitate assessment of campus rate proposals for academic year 2012-13. 
 
Tuition Setting Process 
 
The process for determining tuition and mandatory fee ceilings and bringing institution rate 
proposals for Council approval will be similar to the one used in 2011-12.  A major goal of 
the process is to provide ample time for stakeholder discussion and exchange of information 
between and among Council staff, institutional presidents, chief budget officers, and Council 
members. This exchange of information will lead to better understanding of key tuition issues 
and provide opportunity for feedback and direction, before taking action on tuition rates.  
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2012-13 Tuition Setting Timeline 
 
Attachment B contains a final timeline of activities and anticipated completion dates for the 
2012-13 tuition setting process. Since its introduction in preliminary form at the November 
10 Council meeting, the timeline has been reviewed and discussed by CPE staff and 
postsecondary institution chief budget officers. There were no suggested changes to the 
timeline. 
 
As can be seen in the timeline, it is anticipated that the Council will review and approve 
tuition policy and timeline documents at the February 10 meeting, take action on staff’s 
recommended tuition ceilings at the April 20 meeting, and approve each institution’s 
proposed tuition and mandatory fee rates at the June 20 meeting. 
 
Staff recommends that the Council approve the attached 2012-13 Tuition Setting Timeline 
that establishes completion dates for the development of tuition and mandatory fee ceilings 
and submission of postsecondary institution rate proposals. 
 
Key Tuition Issues 
 
Highlighted below is a list of key issues that will likely impact the 2012-13 tuition setting 
process. 
 
Declining Share of State Budgets 
 
In recent decades, a persistent problem for many state systems of American higher education 
has been a reduction in relative priority given to postsecondary education as a percentage of 
overall state budgets. In the Commonwealth of Kentucky, for example, in every biennium 
since 2006-08, postsecondary education’s share of total state General Fund appropriations 
has decreased, and HB 265, the Governor’s Executive Branch Budget, proposes 
appropriation levels in 2012-14 that will further erode higher education’s share of the total 
state General Fund. 
 

• As can be seen in Attachment C, in fiscal year 1998-99, postsecondary education 
(which includes the Council on Postsecondary Education, state student financial aid, 
and postsecondary institution funding components) received appropriations totaling 
$873 million, or a 14.6 percent share of Kentucky’s total General Fund budget ($6 
billion) that year. 
 

• Fifteen years later, in FY14, the Governor’s Executive Branch Budget (HB 265) calls 
for $9.8 billion in total state General Fund spending, or an increase of $3.8 billion 
compared to FY99. 

 
• Despite the increase in the overall state budget, higher education’s share of the total 

state General Fund fell from 14.6 percent to 12.0 percent, resulting in a $290 million 
inflation adjusted decrease for the postsecondary institutions alone during this period. 
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• If postsecondary education were to retain the same share of the state’s total General 

Fund budget in 2014 that it had in 1999, it would receive about $230 million more in 
state support. 
 

Long-term, sustained state support for education continues to be placed in jeopardy due to 
unsustainable increases in Medicaid and Corrections, stemming in part from a historically low 
level of educational attainment in Kentucky. 
 
 General Fund Reductions 
 
The high water mark in terms of state support for Kentucky’s public postsecondary institutions 
occurred in 2007-08, when the 2006 General Assembly enacted a budget containing a 
combined total $1.084 billion in net General Fund appropriations for state colleges and 
universities (2006-08 Budget of the Commonwealth). Since that time, the postsecondary 
institutions have sustained five budget cuts in four years, including three mid-year Budget 
Reduction Orders and two enacted reductions. 
 

• As can be seen in Attachment D-1, between 2007-08 and 2011-12, state colleges 
and universities lost $105.4 million or 9.7 percent of their combined net General 
Fund operating revenue, representing an average annual decrease of 2.5 percent. 
 

The Governor’s 2012-14 Executive Branch Budget (HB 265) calls for more of the same, 
recommending a $62.6 million or 6.4 percent reduction in postsecondary institution net 
General Fund appropriations between 2011-12 and 2012-13. 

 
• As can be seen in Attachment D-2, the Executive Budget proposes combined net 

General Fund appropriations of $916.0 million for Kentucky colleges and universities 
in 2012-13 (and the same amount is proposed for 2013-14). 
 

• If the Governor’s budget is enacted as proposed, the combined loss in postsecondary 
institution net General Fund revenue between 2007-08 and 2012-13 will be $168.0 
million or 15.5 percent. 

 
Unfunded M&O Expense 
 
When the General Assembly authorizes and issues bonds for new capital construction projects 
on Kentucky public postsecondary institution campuses, there are costs associated with 
maintaining and operating those facilities (i.e., M&O costs). These costs stem from activities 
necessary for a building and its systems and equipment to perform their intended function 
and include salaries and benefits expense for janitorial and maintenance staff, as well as, 
utilities and energy costs. 
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Before 2008, it had been standard practice for the Kentucky legislature to provide General 
Fund support for the maintenance and operation of previously authorized education and 
general (E&G) facilities expected to come online during the biennium. Over the past four 
years, however, austere state budget conditions contributed to a suspension of this practice, 
with KCTCS being the only institution to receive partial M&O funding in 2008-10, and no 
institution receiving M&O in 2010-12. 

 
• As can be seen in Attachment E, Council staff estimates that annual M&O expense 

associated with new E&G facilities coming online at Kentucky’s public postsecondary 
institutions increased by $37.0 million between 2008-09 and 2011-12. 
 

The Council on Postsecondary Education requested state General Fund appropriations to 
support M&O for new facilities both in 2008-10 and in 2010-12. Other than the partial 
M&O funding received by KCTCS in 2008-10, these requests went unfunded. 
 
Lack of state General Fund support for M&O during this period has been equivalent to a 3.7 
percent budget cut (on an approximate $1.0 billion net General Fund base). This is because 
institutions are required to reallocate resources from other uses (i.e., instruction, research, 
public service) to open, operate, and maintain the new facilities. 
  

• It is estimated that an additional $3.1 million in annual M&O expense will be required 
over the course of the 2012-14 biennium (Attachment E). 

 
The Council’s 2012-14 Biennial Budget Recommendation contained requests not only to 
support the expected increase in M&O expense in 2012-14, but also to recover the $37.0 
million in unfunded M&O incurred between 2008-09 and 2011-12. 
 
The Governor’s Executive Budget (HB 265) does not contain any funding for M&O, which will 
require state colleges and universities to divert a combined $40.1 million in resources from 
other campus programs and activities to cover these necessary expenditures. 
 
Fixed Cost Increases 
 
Every year, CPE staff provides Council members with estimates of anticipated fixed cost 
increases at Kentucky’s public postsecondary institutions, as well as, estimates of additional 
tuition and mandatory fee revenue that could be generated by different levels of rate increase 
implemented during the upcoming academic year. 
 
Fixed cost increases typically include M&O costs for new facilities, mandated increases in 
KERS and KTRS retirement system contributions and health insurance premiums, and 
increased expenses for other fixed costs such as utilities, contractual obligations, and 
workmen’s and unemployment compensation. 
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• Attachment F-1 shows the potential impact of a 6.4 percent cut in net General Fund 
appropriations (as proposed in the Executive Budget, HB 265), anticipated fixed cost 
increases, and estimated increases in tuition and fee revenue on postsecondary 
institution operating budgets for the upcoming 2012-13 academic year. 
 

• If the Governor’s budget is enacted as proposed, Kentucky’s public postsecondary 
institutions will lose a combined $62.6 million in net General Fund revenue between 
FY12 and FY13. 

 
• This reduction coincides with estimated increases of $1.2 million in M&O expense for 

facilities coming online next year, $5.0 million in mandated increases in employer 
paid retirement contributions and health insurance premiums, and $57.1 million in 
other fixed cost increases. 

  
As described in more detail above, the $1.2 million increase in annual M&O expense for 
2012-13 does not include $37.0 million in unfunded M&O expense associated with facilities 
that came online between 2008-09 and 2011-12, or $1.8 million requested for 2013-14.  
 
Although the Council’s 2012-14 Budget Recommendation included requests totaling $40.1 
million to support M&O costs over the biennium, the Executive Budget (HB 265) does not 
contain any funding for M&O. 
 
The sustained lack of funding for M&O, combined with other fixed cost increases, has placed 
increased pressure on postsecondary institution budgets and required campus leaders to 
divert resources from other programs or functional areas to cover these necessary 
expenditures. 
 

• When the proposed reduction in General Fund, unfunded M&O, and estimated fixed 
cost increases are considered in combination, postsecondary institutions are facing a 
total possible revenue loss of $163.0 million in 2012-13. 

 
Attachment F-1 also shows how much tuition and mandatory fee revenue would be generated 
at various levels of rate increase (net of institutional scholarships and waivers). 
 

• For example, a 5 percent tuition and fee increase, assessed uniformly across all 
postsecondary sectors and all categories of students, would generate a combined 
increase in tuition and fee revenue of $42.6 million, net of institutionally provided 
scholarships and waivers. 

 
• In other words, the estimated increase in net tuition and fee revenue associated with a 

5 percent rate increase would cover only about one-fourth of the potential $163.0 
million loss associated with proposed budget reductions, unfunded M&O, and fixed 
cost increases, resulting in a net operating deficit of $120.4 million. 

 
This gap is illustrated graphically in Attachment F-2. 
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Financial Aid 
 
Listed below is financial aid information relevant to the 2012-13 tuition and fee setting 
process. 
 
Federal Aid 
 

• The maximum federal Pell-grant award is expected to stay the same in 2012-13 (i.e., 
$5,550) as it was in 2011-12 (News from NASFAA, 2012-13 Federal Pell Grant 
Payment and Disbursement Schedules). 

 
• In 2009-10, the average Pell-grant award for students attending a KCTCS institution 

was $3,318 and the average award for students attending a Kentucky public, four-
year institution was $3,893 (U.S. Department of Education, Distribution of Federal Pell 
Grant Program Funds by Institution, 2009-10 Award Year). 

 
State Aid 
 

• Enacted appropriations for state funded student financial aid have leveled off in recent 
years and the Governor’s Executive Budget (HB 265) does not call for increases in 
2012-14 over amounts enacted in 2010-12. 

 
• For example, while state student aid appropriations grew by 3.6 percent per year 

between FY07 and FY11, if the Governor’s budget is enacted as proposed, there will 
be little change in state student aid between FY11 and FY14 (+0.1 percent growth). 

 
• The maximum state KEES award is expected to be $2,500 next year, and the 

maximum state CAP award is expected to be $1,900 (Kentucky Higher Education 
Assistance Authority). 

 
• In 2010-11, the average state KEES award was $882 for students attending a KCTCS 

institution and $1,565 for students attending a Kentucky public, four-year institution 
(KHEAA Financial Aid Distribution by Institution, 2010-11). 

 
• That same year, average state CAP awards were $1,417 at KCTCS institutions and 

$1,660 at Kentucky public, four-year institutions (KHEAA Financial Aid Distribution by 
Institution, 2010-11). 

  
• In 2009-10, Kentucky ranked 12th highest nationwide in state-funded, need-based 

undergraduate grant dollars per FTE student and 7th highest in state-funded, total 
undergraduate grant dollars per FTE student (NASSGAP, 41st Annual Survey Report, 
2009-10). 
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Price Trends and Comparisons 
 
Kentucky Price Trends 
 
The pace of increase in tuition and fee sticker prices at Kentucky’s public postsecondary 
institutions has slowed in recent years, compared to a more aggressive growth pattern evident 
during the preceding decade. 
 

• As can be seen in Attachment G, with the exception of two institutions that 
implemented a special use fee last year, the one-year change in resident 
undergraduate tuition and mandatory fees is lower than the five-year average annual 
growth rate (AAGR) for most institutions. 

 
• As a reminder, the University of Louisville, Morehead State University, Northern 

Kentucky University, and Western Kentucky University all implemented student 
endorsed and Council approved special use fees last year, which allowed these 
institutions to exceed Council rate ceilings. 

 
• The two-year AAGR in resident undergraduate tuition and mandatory fees is lower 

than the five-year AAGR for every institution. 
 
• Other than the four institutions that implemented a special use fee last year, the one-

year change in resident undergraduate tuition and mandatory fees reflects Council 
approved rate ceilings of 4 percent, 5 percent, and 6 percent for the two-year, 
comprehensive, and research sectors, respectively. 

 
Regional Price Comparison 
 
For several years, CPE staff has provided Council members with information comparing list 
prices of Kentucky public colleges and universities averaged by sector to comparable groups 
of institutions and sectors in surrounding states. 
 
As can be seen in Attachments H-1, H-2, and H-3, the relative rank of Kentucky’s public 
postsecondary institution tuition and required fees varies by sector compared to similar 
institutions in a contiguous eight-state region. 
 

• In academic year 2010-11, resident undergraduate tuition and required fees at the 
University of Kentucky ranked fifth highest out of eight flagship universities in the 
region. 

 
• That same year, average resident undergraduate tuition and fees at Kentucky’s 

comprehensive universities ranked fifth highest out of eight states in the region. 
 

• Compared to community colleges in the states surrounding Kentucky, average resident 
tuition and fees at KCTCS ranked highest (using academic year 2009-10 data). 
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These data also show that compared to similar institutions in surrounding states: 
 

• Full-time tuition and fees at the University of Kentucky tend to be about average for 
resident undergraduate students, lower for nonresident undergraduate students, about 
average for resident graduate students, and lower for nonresident graduate students. 

 
• Average full-time tuition and fees at Kentucky’s comprehensive colleges and state 

universities tend to be about average for resident and nonresident undergraduate 
students, about average for resident graduate students, and lower for nonresident 
graduate students. 

 
• Average full-time tuition and fees at Kentucky’s community colleges tend to be higher 

for both resident and nonresident students compared to surrounding states.  
 
As can be seen in Attachments I-1, I-2, and I-3, the relative rank of Kentucky’s public 
postsecondary institution, average resident undergraduate tuition and required fees has 
changed by sector over time compared to similar institutions and sectors in a contiguous 
eight-state region. 
 

• Between academic years 1999-00 and 2010-11, resident undergraduate tuition and 
fees at the University of Kentucky grew at an average annual rate of 9.1 percent and 
increased in rank compared to similar institutions from sixth highest to fifth highest out 
of eight states in the region. 

 
• During that same time period, average resident undergraduate tuition and fees at 

Kentucky’s comprehensive colleges and state universities grew at an average rate of 
9.7 percent per year and increased in rank from seventh highest to fifth highest out of 
eight states. 

 
• Average resident tuition and fees at Kentucky’s community colleges grew at an 

average annual rate of 12.3 percent and increased in rank from seventh highest to 
highest among eight states between academic years 1999-00 and 2009-10. 

 
Policy Relevant Information 
 
For the past several years, CPE staff has produced a series of tables, graphs, and figures that 
provides context for the tuition setting process. This information is typically organized around 
the fundamental objectives of the Council’s tuition and mandatory fee policy, including 
funding adequacy, shared benefits and responsibility, affordability and access, attracting and 
importing talent, and effective use of resources. 
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Funding Adequacy 
 
As described in the Key Tuition Issues section of this agenda item, on an inflation adjusted 
basis, state General Fund support for Kentucky’s public postsecondary institutions has eroded 
over the past decade, particularly during the last four years. At the same time, the number of 
full-time equivalent (FTE) students enrolled at state colleges and universities has increased 
dramatically. 
 
State Support 
 

• As can be seen in Attachment J-1, inflation adjusted net General Fund appropriations 
for Kentucky’s public postsecondary system decreased from $1,179 million in FY99 to 
$979 million in FY12, a reduction of $200 million, or 17.0 percent. 
 

• If the Governor’s Executive Budget is enacted as proposed, state support for the 
institutions will decrease by an additional $63 million or 6.4 percent. 

 
• During this same time period, full-time equivalent enrollment at Kentucky colleges and 

universities (designated by the green line in Attachment J-1) is expected to increase by 
56,860 students or 48.5 percent. 

 
The combination of declining state support and growing enrollment resulted in a marked 
reduction in state support per FTE student over the last decade. 
 

• As can be seen in Attachment J-3, inflation adjusted net General Fund appropriations 
per FTE student fell from $10,273 in FY99 to $6,195 in FY11 for the postsecondary 
education system, a loss of $4,078 per student and an average annual decrease of 
4.1 percent. 

 
The decrease in state funding per student occurred in all postsecondary sectors and at every 
institution, although the extent of the decline varies by sector and institution. 
 

• Attachment J-2 shows that the steepest declines occurred in the research (-$5,841 per 
student) and two-year college sectors (-$4,078 per student) during this period. 

  
These data show that state General Fund support at Kentucky’s postsecondary institutions did 
not keep pace with inflation and enrollment growth over the past decade. As a result, the 
institutions have relied on increased tuition and fee revenue to partially offset the decline in 
state support during this period. 
 
Total Public Funds 
 
At the system level, revenue from tuition and fee increases did not fully fund the gap created 
by reductions in state General Fund support on a per student basis. 
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• As can be seen in Attachment J-3, inflation adjusted Total Public Funds per FTE 
student fell from $15,327 in FY99 to $14,592 in FY11, an average annual decrease 
of 0.4 percent. 

 
• Tuition and fee revenue per student increased by $3,343 during this period, but fell 

$735 per student short of filling the gap created by decreased state support. 
 
The change in Total Public Funds per student varied considerably by sector and institution 
during this period. 
  

• As can be seen in Attachment J-4, inflation adjusted Total Public Funds per student 
decreased in the research (-$485 per student) and two-year college (-$2,935) 
postsecondary sectors, between FY99 and FY11, while the comprehensive university 
sector registered an increase in per student funding (+$2,959) during this period. 
 

Most postsecondary institutions saw their inflation adjusted per student funding increase over 
the past decade, indicating that at these institutions, the change in Total Public Funds kept 
pace with inflation and enrollment growth during this period. It is important to keep in mind 
that these data make no statement about the adequacy of a given institution’s or a given 
sector’s funding level in FY99, but do provide an indication of how institutions and sectors 
have fared over time in the face of inflation and enrollment growth relative to that baseline. 
 
Interstate Funding Comparison 
 
Another way to assess funding adequacy is to compare higher education funding in Kentucky 
to funding in other states, using data from the State Higher Education Finance (SHEF) Report 
published annually by the State Higher Education Executive Officers (SHEEO) organization in 
Boulder, Colorado. According to the 2010 SHEF report: 
 

• Kentucky’s educational appropriations per FTE student (adjusted for cost of living, 
higher education inflation, and enrollment mix) equaled $7,532 in 2010, or about 
16.7 percent above the national average of $6,451. Between 2005 and 2010, 
educational appropriations per FTE student increased by 0.1 percent in Kentucky, 
compared to a 3.2 percent decrease in the U.S. average during that period. 

 
• Over the past 15 years, Kentucky’s percent change in state appropriations, tuition 

revenue, and state-funded financial aid per FTE student are all above average 
compared to other states. 

 
• Full-time equivalent student enrollment grew by 9.7 percent at Kentucky’s public 

postsecondary institutions between 2005 and 2010, compared to an average 
increase nationally of 14.9 percent. 
 

• In 2010, Kentucky institutions registered a one-year increase in FTE student enrollment 
of 6.6 percent. That same year, the average increase in FTE enrollment for higher 
education institutions nationwide was 6.3 percent. 
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Shared Benefits and Responsibility 
 
The Council’s tuition policy espouses the belief that funding postsecondary education should 
be a shared responsibility of the state and federal government, students and families, and 
postsecondary education institutions. A basic rationale for this cost sharing approach is that 
benefits accrue to both the state and the individual from college attainment. 
 
The state benefits from broad postsecondary attainment in the form of a strong economy and 
an informed citizenry. College graduates benefit through an elevated quality of life, expanded 
career opportunities, and increased lifetime earnings.  
 
During the late 1990s, the Commonwealth of Kentucky assumed about two-thirds of college 
costs through provision of net General Fund appropriations, and students and their families 
assumed the other third in the form of tuition and fee revenue. Since that time, due largely to 
declining state support for postsecondary education, Kentucky has increasingly relied on 
tuition and fee revenue as a means of financing its public colleges and universities. 
 

• As can be seen in Attachment K-1, gross tuition and fee revenue as a share of Total 
Public Funds for the state’s public postsecondary system has increased from 33 
percent in FY99 to 58 percent in FY11, indicating that Kentucky students and their 
families are shouldering an increasing share of college costs. 
 

• Increases in student share occurred in all postsecondary sectors and at every institution 
during this period, although the extent of the ascension varies by sector and institution. 
 

• In FY11, student share is below 50 percent at two institutions (UK and KSU) and 
above 65 percent at two institutions (NKU and WKU). State support for land grant 
missions at UK and KSU contribute to lower student shares at these institutions. 

 
• These data show that the average student share for the comprehensive university 

sector remained about 10 percentage points higher than the average student shares 
of either the research or the two-year college sector during this period. 

 
The trend toward a growing student share of college costs does not bode well for Kentucky 
students and their families, and when the historical trend is projected ten years into the future, 
it does not appear sustainable as a postsecondary financing approach. 

 
• As illustrated graphically in Attachment K-2, if Kentucky continues to follow its recent 

trend of replacing reductions in state support with tuition and fee revenue, the student 
share of college costs for the postsecondary system could exceed 70 percent by 2020. 
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It is unclear at what point rising tuition costs would have an adverse effect on college going 
rates or college attainment in Kentucky (although we do know that low income students 
graduate at significantly lower rates than the general student body which is also impacted by 
their levels of preparedness), but these data indicate that without significant increases in state 
General Fund support and student financial aid to buffer price increases, combined with 
continuing use of aggressive cost containment strategies, the current trend is not sustainable 
as a model to fund achievement of HB 1 (1997) reform goals. 
 
Affordability 
 
Students rarely pay the full price of postsecondary institution tuition and fees. Financial aid 
from federal, state, and institutional sources reduces the cost of college attendance for most 
students. For this reason, a frequently used metric for assessing college affordability is net 
price. 
 
Net Price 
 

• As can be seen in Attachments L-1, L-2, and L-3, during academic year 2010-11, 
need and merit-based grants and scholarships from all sources covered the full cost of 
tuition, fees, and books for all full-time, resident undergraduate students in the lowest 
income quartile, and many resident undergraduate students in the second income 
quartile, across all postsecondary sectors. 

 
• Compared to last year, unmet direct costs went up at Kentucky’s public four-year 

institutions for all income levels. This occurred despite an increase in federal Pell grant 
award recipients and a growing number of FAFSA filers at these institutions. 

 
• Unmet direct costs went down at KCTCS institutions between academic years 2010 

and 2011. These data show KCTCS institutions are by far Kentucky’s low-cost 
postsecondary providers despite larger aid amounts at the four-year universities. 

 
• The graphs also show that students in the highest income categories received 

substantial support through the KEES program and institutional aid in AY11. 
 
The conclusion that can be drawn from these data is that Kentucky’s public colleges and 
universities remain accessible for most full-time, resident undergraduate students, particularly 
those in the lowest income categories, despite moderate increases in tuition and fee sticker 
prices over the past few years, due in large part to the availability of student financial aid. 
 
However, if net price increases over time, it can be a sign that college is becoming less 
affordable for students and their families, particularly if the growth in net price exceeds growth 
in median family income. For this reason, the increase in unmet direct costs at Kentucky’s 
public four-year institutions is a trend worth noting. 
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Student Debt 
 
Another indicator of college affordability is average student loan debt. If unmet need 
increases over time, some students and families may increase reliance on student loans to 
help pay their increasing share of college costs. Student loan debt of Kentucky’s graduating 
seniors has increased in recent years, but continues to rank in the bottom quartile compared 
to other states. 
 

• According to The Project on Student Debt, 63 percent of Kentucky college seniors who 
graduated in 2006 had student loan debt, with an average for those in debt of 
$15,406 (The Project on Student Debt, Student Debt and the Class of 2006, 
September 2007). This level of average debt ranked Kentucky 44th among 50 U.S. 
states and the District of Columbia. 

 
• Nationally, 58 percent of the class of 2006 graduated with loan debt, with an average 

for those in debt of $19,646.  
 
• Four years later, 58 percent of Kentucky’s class of 2010 graduated with debt and 

incurred an average debt of $19,375 while in college (The Project on Student Debt, 
Student Debt and the Class of 2010, November 2011). Average debt of Kentucky 
graduates ranked 43rd among 50 U.S. states and the District of Columbia for the 
2010 cohort. 

 
• The Project on Student Debt estimates that about two-thirds of college seniors who 

graduated in 2010 had student debt, with an average of $25,250 for those with debt. 
 
Although Kentucky’s graduating seniors have lower average debt loads than postsecondary 
graduates in most other states, loan default rates among Kentucky graduates are above the 
national average. 
 

• In 2009, Kentucky’s student loan default rate was 10.2 percent, which ranked 10th 
highest in the nation that year. The U.S. average student loan default rate was 8.8 
percent in 2009. 

 
Student Access 
 
Attachments M-1 and M-2 show the change in fall semester, student headcount enrollment at 
Kentucky public postsecondary institutions over the past five years, broken down by 
undergraduate versus graduate, and full-time versus part-time. 
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Undergraduate/Graduate Enrollment 
 
Due in part to the sustained recession, undergraduate enrollment at Kentucky public colleges 
and universities grew at a stronger pace the past two years, than it did the three preceding 
years. Graduate enrollment remained relatively stable the past five years, with slight growth 
occurring the past two years. The rates of growth for both undergraduate and graduate 
enrollment vary by institution and sector. 
 

• As can be seen in Attachment M-1, undergraduate enrollment in Kentucky’s public 
postsecondary system grew at an average annual rate of 5.3 percent between fall 
semesters 2008 and 2010. Over the same time period, graduate enrollment 
increased by 1.8 percent per year. 

 
• The five-year average annual growth rates for undergraduate and graduate 

enrollment are 2.9 percent and 0.8 percent, respectively. 
 

• The two-year college and research university postsecondary sectors experienced the 
largest one-year increases in undergraduate enrollment, growing by 6.3 percent and 
2.8 percent, respectively. 
 

• One-year change in undergraduate enrollment at five institutions exceeded 2.0 
percent: KCTCS (+6.3 percent), UK (+4.0 percent), EKU (+2.9 percent), NKU (+2.4 
percent), and MuSU (+2.2 percent). 
 

• Between fall semesters 2008 and 2010, undergraduate enrollment at KCTCS grew by 
16,722 students or 18.6 percent. This represents an average annual growth rate of 
8.9 percent. 

 
Full-Time/Part-Time Enrollment 
 

• As can be seen in Attachment M-2, full-time enrollment in Kentucky’s public 
postsecondary system grew at an average annual rate of 5.5 percent between fall 
semesters 2008 and 2010. Over the same time period, part-time enrollment 
increased by 4.0 percent per year. 

 
• The five-year average annual growth rates for full-time and part-time enrollment are 

2.8 percent and 2.5 percent, respectively. 
 

• The two-year college and research university postsecondary sectors experienced the 
largest one-year increases in full-time enrollment, growing by 8.0 percent and 3.1 
percent, respectively. 
 

• The research university sector was the only sector to record a one-year decrease in 
part-time student enrollment (-1.2 percent), continuing a recent trend of increasing 
full-time enrollment and falling part-time enrollment evident the past five years. 
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• One-year change in full-time student enrollment exceeded 2.0 percent at four 
institutions: KCTCS (+8.0 percent), UK (+3.3 percent), UofL (+2.8 percent), and KSU 
(+2.4 percent). 
 

• Between fall semesters 2008 and 2010, full-time enrollment at KCTCS grew by 9,815 
students or 28.1 percent. This represents an average annual growth rate of 13.2 
percent. 

 
As is typically the case during recessions, rates of growth in postsecondary enrollment have 
increased in recent years, placing additional cost demands on institutions during a time when 
state support for higher education is waning. 
 
Effective Use of Resources 
 
As discussed in the Funding Adequacy section of this agenda item, Kentucky’s public colleges 
and universities have experienced a steady erosion of inflation-adjusted state General Fund 
support per student over the past 12 years. This loss was partially offset by increased tuition 
and fee revenue, but the net effect of declining state support and growing student enrollment 
has been a $735 decrease in real, Total Public Funds revenue per student between fiscal 
years 1999 and 2011. 
 
The postsecondary institutions have effectively implemented a variety of cost containment, 
cost management, and cost avoidance strategies in recent years to help minimize the impact 
of budget reductions, unfunded M&O expenses, and yearly increases in fixed costs on 
educational quality and postsecondary reform goals. 

 
A testament to the ability of these institutions to make effective use of resources in an 
environment characterized by increasing demands on a diminishing level of budgetary 
resources is the dramatic growth in degrees and completions which has occurred during this 
period. 
 

• As can be seen in Attachment N, Kentucky’s public postsecondary system produced 
30,326 more degrees and other completions in academic year 2010-11, than it did 
in 1998-99 (a 137.5 percent increase), despite a $735 reduction in inflation-adjusted 
Total Public Funds per student during this period. 

 
• This graph also illustrates the change over time in higher education funding sources 

from a one-third student, two-thirds state share for financing college costs, to a model 
that requires students and their families to pay an increasing share of college costs, 
approaching 60 percent in FY11. 

 
 
 
 
 

Staff preparation by John Hayek, Heidi Hiemstra, Bill Payne, and Shaun McKiernan 
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ATTACHMENT A 
 

Council on Postsecondary Education 
Tuition and Mandatory Fee Policy 

 
 
The Council on Postsecondary Education is vested with authority under KRS 164.020 to determine 
tuition at public postsecondary education institutions in the Commonwealth of Kentucky. Kentucky’s 
goals of increasing educational attainment, promoting research, assuring academic quality, and 
engaging in regional stewardship must be balanced in the context of current needs, effective use of 
resources, and economic conditions. For the purposes of this policy, mandatory fees are included 
in the definition of tuition. During periods of relative austerity, the proper alignment of the state’s 
limited financial resources requires increased attention to the goals of the Kentucky Postsecondary 
Education Improvement Act of 1997 (HB 1) and the Strategic Agenda for Kentucky Postsecondary 
and Adult Education. 
 
Fundamental Objectives 
 
 Funding Adequacy 

 
HB 1 states that Kentucky shall have a seamless, integrated system of postsecondary education, 
strategically planned and adequately funded to enhance economic development and quality of life. 
In discharging its responsibility to determine tuition, the Council, in collaboration with the 
institutions, seeks to balance the affordability of postsecondary education for Kentucky’s citizens 
with the institutional funding necessary to accomplish the goals of HB 1 and the Strategic Agenda. 
 
 Shared Benefits and Responsibility  

 
Postsecondary education attainment benefits the public at large in the form of a strong economy 
and an informed citizenry, and it benefits individuals through elevated quality of life, broadened 
career opportunities, and increased lifetime earnings. The Council and the institutions believe that 
funding postsecondary education is a shared responsibility of the state and federal government, 
students and families, and postsecondary education institutions. 
 
 Affordability and Access  

 
Since broad educational attainment is essential to a vibrant state economy and to intellectual, 
cultural, and political vitality, the Commonwealth of Kentucky seeks to ensure that postsecondary 
education is broadly accessible to its citizens. The Council and the institutions are committed to 
ensuring that college is affordable and accessible to all academically qualified Kentuckians with 
particular emphasis on adult learners, part-time students, minority students, and students from low 
and moderate income backgrounds. The Council believes that no citizen of the Commonwealth 
who has the drive and ability to succeed should be denied access to postsecondary education in 
Kentucky because of inability to pay. Access should be provided through a reasonable combination 
of savings, family contributions, work, and financial aid, including grants and loans. 
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In developing a tuition and mandatory fees recommendation, the Council and the institutions shall 
work collaboratively and pay careful attention to balancing the cost of attendance, including tuition 
and mandatory fees, room and board, books, and other direct and indirect costs, with students’ 
ability to pay by taking into account (1) students’ family and individual income; (2) federal, state, 
and institutional scholarships and grants; (3) students’ and parents’ reliance on loans; (4) access to 
all postsecondary education alternatives; and (5) the need to enroll and graduate more students.  
 
 Attracting and Importing Talent to Kentucky  

 
It is unlikely that Kentucky can reach its 2020 postsecondary education attainment goals by 
focusing on Kentucky residents alone. Tuition reciprocity agreements, which provide low-cost 
access to out-of-state institutions for Kentucky students that live near the borders of other states, 
also serve to attract students from surrounding states to Kentucky’s colleges and universities. In fact, 
according to the Council’s 2007 Brain Gain report, four out of every ten (37 percent) out-of-state 
graduates were still in Kentucky five years after receiving their degrees. 
 
The Council and the institutions are committed to making Kentucky’s institutions financially 
attractive to nonresident students while recognizing that nonresident undergraduate students should 
pay a significantly larger proportion of the full cost of their education. Any proposed policy on 
nonresident tuition and mandatory fees should also be evaluated based on its potential impact on 
attracting and retaining students which directly enhance diversity and Kentucky’s ability to compete 
in a global economy. 
 
 Effective Use of Resources 

 
Kentucky’s postsecondary education system is committed to using the financial resources invested in 
it as effectively and productively as possible to advance the goals of HB 1and the Strategic Agenda, 
including undergraduate and graduate education, engagement and outreach, research, and 
economic development initiatives. The colleges and universities seek to ensure that every dollar 
available to them is invested in areas that maximize results and outcomes most beneficial to the 
Commonwealth and its regions. The Council’s performance metrics shall be used to monitor both 
statewide and institutional performance toward HB 1 and Strategic Agenda goals.    
 
The institutions also recognize their responsibility to demonstrate that they are good stewards of 
limited public resources by providing annual reports to their governing boards and the Council on 
their efforts to contain costs, improve efficiencies and productivity, and reallocate existing resources 
to high priority activities.  
 

Special Use Fees Exception Policy 
 
During the 2010-11 tuition setting process, campus officials requested that the Council consider 
excluding student endorsed fees from its mandatory fee definition, thus omitting consideration of 
such fees when assessing institutional compliance with Council approved tuition and fee rate 
ceilings. Based on feedback received from institutional Chief Budget Officers (CBOs) at their 
December 2010 meeting, it was determined that there was general interest in treating student 
endorsed fees differently from other mandatory fees. 
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In January and February 2011, Council staff collaborated with institutional presidents, CBOs, and 
their staffs in developing the following Special Use Fees Exception Policy: 
 

• To the extent that students attending a Kentucky public college or university have 
deliberated, voted on, and requested that their institution’s governing board implement a 
special use fee for the purposes of constructing and operating and maintaining a new 
facility, or renovating an existing facility, that supports student activities and services; 

 
• And recognizing that absent any exemption such student endorsed fees, when implemented 

in the same year that the Council adopts tuition and fee rate ceilings, would reduce the 
amount of additional unrestricted tuition and fee revenue available for the institution to 
support its Education and General (E&G) operation; 

 
• The Council may elect to award an exemption to its tuition and fee rate ceiling equivalent to 

all or a portion of the percentage increase resulting from imposition of the student endorsed 
fee, provided said fee meets certain eligibility requirements. 

 
Definitions 
 
A student endorsed fee is a mandatory flat-rate fee, that has been broadly discussed, voted on, and 
requested by students and adopted by an institution’s governing board, the revenue from which 
may be used to pay debt service and operations and maintenance expenses on new facilities, or 
capital renewal and replacement costs on existing facilities and equipment, that support student 
activities and services, such as student unions, fitness centers, recreation complexes, health clinics, 
and/or tutoring centers. 
 
Maintenance and Operations (M&O) expenses are costs incurred for the administration, 
supervision, operation, maintenance, preservation, and protection of a facility. Examples of M&O 
expenses include janitorial services, utilities, care of grounds, security, environmental safety, routine 
repair, maintenance and replacement of furniture and equipment, and property and facility 
planning and management.  
 
Eligibility Criteria 
 
A student endorsed fee will continue to be a mandatory fee within the context of the Council’s 
current mandatory fee definition and may qualify for an exemption from Council approved tuition 
and fee rate ceilings. Campus officials and students requesting an exemption under this policy must 
be able to demonstrate that: 
 

• All enrolled students have been afforded ample opportunity to be informed, voice their 
opinions, and participate in the decision to endorse a proposed fee. Specifically, it must be 
shown that fee details have been widely disseminated, broadly discussed, voted on while 
school is in session, and requested by students. 
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• For purposes of this policy, voted on means attaining: 
a. A simple majority vote via campus wide referendum, with a minimum of one-quarter 

of currently enrolled students casting ballots; 
b. A three-quarters vote of elected student government representatives; or 
c. A simple majority vote via campus wide referendum, conducted in conjunction and 

coinciding with general election of a student government president or student 
representative to a campus board of regents or board of trustees. 

 
• The proposed fee and intended exemption request have been presented to and adopted by 

the requesting institution’s governing board. It is anticipated that elected student government 
representatives will actively participate in board presentations. 

 
• Revenue from such fees will be used to pay debt service and M&O expenses on new 

facilities, or capital renewal and replacement costs on existing facilities and equipment, 
which support student activities and services, such as student unions, fitness centers, 
recreation complexes, health clinics, and/or tutoring centers. The Council expects these uses 
to be fully explained to students prior to any votes endorsing a fee. 

 
• In any given year, the impact of a student endorsed fee on the overall increase in tuition and 

mandatory fees for students and their families will be reasonable. It may be appropriate to 
phase in the exemption over multiple years to maintain affordability and access. 
 

• Requests for student endorsed exemptions are infrequent events. The Council does not 
expect requests for exemptions under this policy to occur with undue frequency from any 
single institution and reserves the right to deny requests that by their sheer number are 
deemed excessive. 

 
• A plan is in place for the eventual reduction or elimination of the fee upon debt retirement, 

and details of that plan have been shared with students. The Council does not expect a fee 
which qualifies for an exemption under this policy to be assessed at full rate in perpetuity. 
Such fees should either terminate upon completion of the debt or, in the case of new 
facilities, may continue at a reduced rate to defray ongoing M&O costs. In either case, to 
qualify for an exemption, students should be fully aware of the extent of their obligation 
prior to any votes endorsing a fee.  

 
Exemption Process 
 
Requests for an exemption under this policy will be evaluated on a case by case basis. To initiate 
the process: 
 

• The requesting institution will notify Council staff of any pending discussions, open forums, 
referendums, or student government actions pertaining to a proposed special use fee and 
discuss fee details with Council staff as needed. 

 

19



• After a fee has been endorsed by student referendum or through student government action 
and approved by the institution’s governing board, campus officials and students will submit 
a written exemption request to the Council for its consideration. 
 

• Council staff will review the request, assess whether or not the proposed fee qualifies for an 
exemption, and make a recommendation to the Council. 

 
To facilitate the exemption request process, requesting institutions and students are required to 
provide the Council with the following information: 
 

• Documents certifying that the specific project and proposed fee details have been widely 
disseminated, broadly discussed, voted on, and requested by students, as well as adopted 
by the institution’s governing board. 

 
• Documents specifying the fee amount, revenue estimates, uses of revenue, impact on tuition 

and fees during the year imposed (i.e., percentage points above the ceiling), and number of 
years the fee will be in place. 

 
• Documents identifying the project’s scope, time frame for completion, debt payment 

schedule, and plan for the eventual reduction or elimination of the fee upon debt 
retirement. 
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ATTACHMENT B 

 

 

Council on Postsecondary Education 
2012-13 Tuition Setting Timeline 

 
 
Nov 10, 2011 CPE Meeting – The staff provides Council members an update regarding the 

2012-13 tuition setting process. They share the 2011-12 tuition policy and 
a preliminary 2012-13 tuition setting timeline with Council members. 

 
Nov-Dec 2011 Initiate discussions with institutions and generate draft tuition policy and 

tuition setting process documents for 2012-13. 
 
 Council staff collects data and generates information related to funding 

adequacy, affordability, access, financial aid, and productivity. 
 

 Institutional staffs collect data and generate information related to fixed cost 
increases, potential impacts of tuition increases, anticipated uses of 
additional tuition revenue, financial aid, and student debt. 

 
Jan 2012 Council and institutional staffs exchange information from respective data 

collection efforts and work together to finalize for distribution to Council 
members. 

 
Feb 10, 2012 CPE Meeting – The Council takes action on 2012-13 Tuition and 

Mandatory Fee Policy and 2012-13 Tuition Setting Process documents. 
 

The staff provides Council members with policy relevant information related 
to funding adequacy, affordability, access, financial aid, and productivity. 
Institutions share information regarding potential impacts of tuition increases 
and anticipated uses of additional tuition revenue. 

  
Feb-Apr 2012 Council and institutional staffs discuss policy relevant information and 

preliminary tuition parameters. The Council president updates Council 
members regarding these discussions. 

 
Apr 20, 2012 CPE Meeting – The Council takes action on recommended tuition and 

mandatory fee parameters. 
 
May 2012 Institutional staffs share proposed 2012-13 tuition and mandatory fee rates 

with the Council president. The Council president updates Council members 
regarding the proposed rates. 

 
Jun 20, 2012 CPE Meeting – The Council takes action on each institution’s proposed 

2012-13 tuition and mandatory fee rates.  
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ATTACHMENT E

Kentucky Public Postsecondary Institutions
Estimated Increases in Facilities Maintenance and Operations Expense
Between Fiscal Years 2008-09 and 2013-14

Historical M&O New M&O New M&O

Institution 2008-12 (a) 2012-13 2013-14

University of Kentucky $6,459,400 $261,900 $66,900

University of Louisville 6,504,600 471,600 125,900

Eastern Kentucky University 3,898,000 0 0

Kentucky State University 521,000 249,300 229,700

Morehead State University 2,924,300 0 0

Murray State University 762,600 0 0

Northern Kentucky University 4,393,900 0 0

Western Kentucky University 3,299,400 0 0

KCTCS 8,273,300 264,800 1,409,500

Total $37,036,500 $1,247,600 $1,832,000

Source: Kentucky Council on Postsecondary Education, 2010-12 Biennial Budget Recommendation.

Council on Postsecondary Education
2012-14 Biennial Budget Recommendation
Requested Appropriations for Facilities Maintenance and Operations

2012-13 (b) 2013-14 Biennial

Institution M&O Request M&O Request Total

University of Kentucky $6,721,300 $66,900 $6,788,200

University of Louisville 6,976,200 125,900 7,102,100

Eastern Kentucky University 3,898,000 0 3,898,000

Kentucky State University 770,300 229,700 1,000,000

Morehead State University 2,924,300 0 2,924,300

Murray State University 762,600 0 762,600

Northern Kentucky University 4,393,900 0 4,393,900

Western Kentucky University 3,299,400 0 3,299,400

KCTCS 8,538,100 1,409,500 9,947,600

Total $38,284,100 $1,832,000 $40,116,100

Source: Kentucky Council on Postsecondary Education, 2012-14 Biennial Budget Recommendation.

(a) Includes M&O for facilities that came online between 2008-09 and 2011-12, which was requested in the 

Council's 2010-12 budget recommendation, but not funded.

(b) Includes M&O for facilities that came online between 2008-09 and 2011-12, which was requested in the 

Council's 2010-12 budget recommendation, as well as M&O for 2012-13.
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W
hile history was witness to many notable 

events that affected the United States and 

the world in 2011, the defining theme of the 

year was that of an increasingly and dangerously 

fragile interconnected global economy. The cascading 

effect of the lackluster domestic economy on higher 

education was felt in its most acute form yet, with 

2011 marking a new low point in state funding for 

public colleges and universities. Hundreds of millions 

of dollars in funding cuts, combined with increasing 

student enrollments, resulted in per-student funding 

reaching a 30-year low. 

Coming off the heels of the 2010 elections and the 

ensuing wave of fiscal conservatism that swept over 

many state legislatures and gubernatorial offices, 

public college and university leaders were challenged 

with navigating the shifting state policy landscape 

in their efforts to maintain the essential missions of 

these public institutions. For many, 2011 seemed to 

have marked a somber turning point in which the 

major stock owner of the American public university 

switched hands—from that of the collective taxpayer, 

through funding allocated by the state, to that of 

students and their families, through funding paid for 

via tuition payments. 

And while 2011 was a stressful year for all stakeholders 

in the American academy, state lawmakers and 

campus leaders worked to mitigate the impact of 

what at times appears to be an irreversible slide of U.S 

public higher education being a collectively-funded 

public good to that of an individually purchased 

private good. The protracted period of fiscal austerity 

in the public financing of higher education has, in 

many states, simultaneously spurred policy reform 

and campus innovation. The ongoing economic and 

budgetary conditions have led to a redoubling of 

efforts to move the dial on many measures, among 

them: college readiness, student success, institutional 

productivity and instructional delivery, all the while 

maintaining, if not improving, the academic quality 

for which U.S. public universities are renowned. At 

the state level, in the absence of new funding, this 

work has been borne out of efforts to provide greater 

flexibility to campuses and to strategically allocate 

resources in a manner that incentivizes institutions to 

achieve state educational and economic goals.  

What lies ahead for 2012? Presented here are the 

top 10 state issues most likely to be at the forefront 

of discussion and action that will affect public 

higher education across the 50 states, in the view 
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of the state relations and policy analysis staff at 

the American Association of State Colleges and 

Universities (AASCU). This synopsis is informed by an 

environmental scan of state policy activities, current 

trends and events that will continue to shape the 

policy landscape. Some issues are perennial in nature, 

while others reflect attention to near-term actions in 

state policy and events that shape public discourse. 

It is abundantly clear that one overarching issue is 

dominant and infused throughout this discussion 

of top higher education state policy issues: college 

affordability. While long a theme of American public 

higher education, the issue has reached a crescendo. 

The ten issues briefly discussed below share an 

overarching and common goal of restraining the 

rise in college prices. A second pervasive theme 

underlying state and institutional policy efforts is a 

shift in conversation from one that has been acutely 

focused on college access to one that is focused 

more broadly on both access and completion. It 

has become increasingly clear that meeting U.S. 

educational attainment goals and ensuring economic 

competitiveness will require a concerted effort to get 

a larger proportion of students across the degree 

completion finish line. 

#1—State Operating Support for Public Higher 
Education
Topping the list for the fourth consecutive year is 

state funding for public higher education. The impact 

of reductions in legislatively-allocated taxpayer 

appropriations for colleges and universities is 

profound, negatively affecting virtually every aspect 

of the campus enterprise. Much attention will be 

on states’ budget plans for fiscal year 2013 to see 

if the budget year that begins July 1 in most states 

will see improvement in higher education funding 

from the current fiscal year, which witnessed funding 

reductions in 36 states—15 of which saw double-digit 

decreases. Despite a weak U.S. growth forecast and 

stubbornly high unemployment rates, state revenues 

have picked up considerably since the depth of the 

Great Recession in 2008, with a 2012 forecast calling 

for a continued revenue growth trajectory.

Despite having closed budget gaps of more than a 

half trillion dollars in recent years, states continue to 

deal with budget imbalances caused by insufficient 

revenue streams and a multitude of spending 

pressures. The greatest pressure point will come 

from states’ Medicaid spending commitments, which 

according to one estimate, are slated to increase 

nearly 29 percent in fiscal year 2012 alone. State 

budget pressure points include the funding of state 

public employee health programs, state employee 

pension programs and unemployment insurance 

programs, as well as meeting K-12 education funding 

commitments—among others—all of which may 

continue to drown out higher education as a state 

funding priority.

#2—Productivity (The Cost of Providing a 
College Education)
Given its utilitarian connotations, the term 

“productivity” has historically been eschewed by 

many who have been most closely associated with 

the core teaching and learning functions within the 

academy. Yet, with few exceptions, the perceived 

importance of productivity improvement has changed 

mightily in recognition of the overused axiom that has 

come to define the state of higher education funding 

in a post-Great Recession America: Public college 

and universities are operating in a “new normal” era. 

There is now a consensus that it may take years for 

state funding levels for higher education to reach 

pre-recession levels. Yet, with the mission of public 

colleges and universities inextricably tied to the 

economic, cultural and social vitality of the states in 

which they reside, considerable focus is being given 

by state lawmakers and campus and system leaders 

alike to maximize the utility of all resources in the 

pursuit of boosting student outcomes without diluting 

academic quality. This has led to considerable state 

policy activity, especially as it involves the next three 

state policy issue areas. 

#3—Governance Restructuring and Regulatory 
Reform 
With an eye toward saving money, reducing state 

bureaucracy and increasing effectiveness, lawmakers 
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in several states have proposed and enacted reforms 

in higher education governance. These include 

consolidation measures such as combining, reducing 

or eliminating coordinating and governing boards. 

State lawmakers in the year ahead will continue 

to pursue regulatory reforms aimed at boosting 

efficiency, cost savings and productivity, while also 

ensuring institutional accountability and transparency. 

In lieu of new, additional state operating monies, 

lawmakers have shown an increased willingness to 

provide institutions with greater flexibilities, often 

accompanied with incentives, while also holding 

them accountable for meeting agreed-to measures of 

performance on an array of outcomes. An easing of 

state regulatory burdens will manifest in the form of 

providing public universities with greater control over 

fiscal matters, such as those involving tuition setting 

authority, procurement, personnel policy and rules 

regarding campus construction. 

#4—College Completion  
While college access continues to climb, college 

completion—those who actually earn a degree 

once enrolled—has generally remained stagnant in 

recent decades. Although the U.S. ranks third in the 

percentage of 55-64-year-olds that hold a college 

degree, the 25-34-year-old age group ranks a 

disappointing twelfth.  Responding to these trends, 

the Obama administration set a goal for the U.S. 

to once again become the world’s leader in higher 

education attainment by 2020. This ambitious 

undertaking requires the nation to increase the 

number of graduates that hold a postsecondary 

degree or certificate by fifty percent by the decade’s 

end. This means that college completion will remain a 

top priority for states in the upcoming year.     

Data show that there will be an increase in careers/

jobs that require a postsecondary degree or 

certificate, illustrating the importance of college 

completion as a key tool in the growth and 

sustained success of the U.S. economy’s ability to 

remain competitive on a global scale. A number of 

nationally funded initiatives and programs have been 

introduced in recent years to address the issue of 

college completion and to help states implement their 

completion goals. While the challenge of increasing 

citizens’ educational attainment rates has gained 

national attention, it is up to individual states to 

carry out their specific completion agendas. 2012 will 

witness an increased focus on collaboration between 

states and public colleges and universities in their 

collective efforts to address regional workforce needs 

and to increase the production of postsecondary 

degrees and certificates.

#5—Performance-based Funding
With encouragement from major players in American 

higher education, including the Lumina Foundation, 

the National Governors Association (NGA) and the 

U.S. Department of Education, performance-based 

funding (PBF) re-emerged as a popular higher 

education financing and productivity improvement 

strategy in 2011. Some 17 states are either discussing 

or designing PBF systems, with a number of them 

developing new approaches linking appropriations 

and campus performance. 

The PBF trend is fueled by the need for increased 

productivity in public higher education. The 

demand for more skilled graduates, coupled with 

substantial state funding cuts, has led to calls for 

greater efficiency within the academic enterprise. 

While PBF has a mixed history of success, advances 

in institutional and state data systems and best 

practices garnered by previous PBF attempts have 

led to more sophisticated efforts to link state funding 

and institutional outcomes. 2011 yielded a clarion call 

for productivity improvement in higher education; 

innovative PBF systems designed and unveiled 

throughout the U.S. in 2012 will be a manifestation 

of the advanced role being played by this funding 

mechanism. 

#6—Tuition Policy
Tuition prices, tuition caps and authority to set tuition 

levels will continue to be major state public policy 

issues in 2012. State funding for higher education 

has not kept pace with growing student enrollments, 

resulting in significantly less funding per student and 

leaving students and families to pay a greater share 



4 / January 2012 • AASCU Policy Matters

of college costs while accumulating record high debt 

levels. This has led to intense protests in 2011 against 

this trend, and there is evidence to suggest this will 

continue in 2012. 

Tuition and fee increases varied greatly from state 

to state in 2011, with the average published in-state 

tuition and fees rate increasing 8.3 percent, or $631, 

to an average $8,244 at public, four-year colleges 

and universities. The total cost of attendance, which 

includes room and board, increased 6 percent to 

$17,131. Over the last five years, the published tuition 

rate at these institutions increased 5.1 percent over 

the rate of inflation. It is important to note, however, 

that the net tuition and fee rate, which includes 

increases in financial aid, increased only 1.6 percent 

beyond the rate of inflation during the same period. 

Higher tuition and fees levels, coupled with many 

state governments contributing record-low 

proportions of institutional budgets, led legislatures, 

university systems and campuses to reconsider 

their roles and relationships in 2011. Tuition-setting 

authority was a core component of the changing 

compact between these entities, with some 

movement in tuition deregulation from states to 

systems and individual campuses. In many instances, 

states have granted institutions wider discretion 

over tuition policy in exchange for a commitment 

to meet specified productivity- and accountability-

related measures. Discussions involving tuition-setting 

authority, tuition caps and other tuition related 

policies will continue to be major issues for state 

policymakers and university leaders in the coming 

year. 

#7—State Student Grant Program Funding and 
Reform
As the country’s economic troubles grind on and 

more students apply for state financial aid, states 

have continued to cut or suspend both need- and 

merit-based student financial aid grant programs. 

While nationwide data on state financial aid cuts 

and/or suspensions are not yet available for the 

2011-12 academic year, individual state-level cuts 

ranging from 15 percent in one legislative year to 70 

percent over two legislative years were reported in 

2011. In addition, the federal Leveraging Educational 

Assistance Program (LEAP), a federal matching 

program for state need-based aid programs, was 

eliminated in March 2011. The full effects of the LEAP 

cuts—combined with the simultaneous elimination of 

the federally funded but state-administered Robert 

F. Byrd Honors Scholarship merit aid program—will 

be clearer in 2012. Given the strain on state budgets, 

cuts to state aid programs and the increasing number 

of aid applicants, political discussions regarding the 

appropriate balance between need-based and merit-

based aid will continue to take place in 2012. 

Some higher education researchers are currently 

investigating how state grant programs could 

potentially ease access burdens for needy students 

and more efficiently target aid dollars. Research 

topics range from restoring previously cut need-

based aid programs to simplifying the federal FAFSA 

form, which many states require students use in 

their application for state financial aid. Many of 

these projects are still in the preliminary research or 

recommendation stages. As was true in 2011, the only 

certainty on the state student aid grant front in 2012 

is that there will be no lack of student demand for 

funds and an increasingly uncertain level of supply 

from cash-strapped states.

#8—College Readiness
College readiness will continue to be a critical issue in 

the year ahead, with added urgency as states strive 

to meet college completion goals with ever-shrinking 

resources. The coming year will witness substantial 

focus on the implementation of the Common Core 

State Standards (CCSS), with invigorated efforts to 

bring about effective collaboration between the K-12 

and postsecondary sectors. 

For decades, state policymakers have undertaken a 

variety of efforts to improve college readiness, but a 

recurring obstacle has been the lack of connection 

between secondary and postsecondary education 

systems. This has resulted in great variability across 

states in K-12 education standards, lack of alignment 

between high school and college expectations, and 
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continued high rates of postsecondary remediation. 

In 2009, a major breakthrough occurred when the 

National Governors Association and the Council of 

Chief State School Officers (CCSSO) came together 

to coordinate the Common Core State Standards 

Initiative, an effort to develop uniform national 

standards for college and career readiness. In 2010, 

academic content standards for English language arts 

and mathematics were released and have since been 

adopted by 45 states. A crucial second step will be 

the development of assessments aligned to the CCSS. 

Federal Race to the Top funds currently support two 

consortia involved in this activity: the Partnership for 

Assessment of Readiness for College and Careers 

(PARCC) and the SMARTER Balanced Assessment 

Consortium. Another major advance occurred in late 

2010 when AASCU, CCSSO and the State Higher 

Education Executive Officers (SHEEO) announced 

a partnership to facilitate the implementation of 

the new standards. This collaboration is working 

to bring together essential partners around CCSS 

implementation issues and will address the integration 

of CCSS into pre-service and in-service teacher 

education.  

#9—Veterans Education
Military and veterans education issues have increasing 

state and federal implications. In fiscal year 2010, 

according to the National Center for Veterans Analysis 

and Statistics, there were over 800,000 Veterans 

Administration education program beneficiaries. The 

Post-9/11 GI Bill alone, enacted in 2009, drew over 

400,000 veteran students to colleges and universities 

across the country between fiscal years 2009 and 

2010. Given both the withdrawal of U.S. troops in 

Iraq and the effect of 2010 amendments expanding 

the Post-9/11 GI Bill, the number of veterans using 

education benefits is anticipated to grow further. 

However, the Post-9/11 GI Bill amendments—most 

notably the “last payer” provision, which requires 

higher education institutions to deduct most other 

financial assistance received by a veteran student, 

including state financial aid/state tuition waiver 

programs, when certifying Post-9/11 GI Bill eligibility—

do not always coordinate smoothly with the rules 

governing individual state assistance programs for 

veteran students. In addition, on the active-duty 

military education front, the ongoing higher education 

issues surrounding the Department of Defense 

(DoD) standardized Memorandum of Understanding 

(MOU) for institutions participating in the Tuition 

Assistance (TA) program continue to play out on 

both state and federal levels. Thus, states, higher 

education institutions and an increasing number of 

veteran students will continue to face policy and 

implementation questions regarding the interplay of 

state and federal veterans education benefits in 2012 

and beyond.

#10—Immigration Policy
With pressing unresolved issues pertaining to 

unauthorized immigrants—along with repeated failure 

at federal immigration reform—state legislatures 

across the nation have been taking immigration 

matters into their own hands. In recent years, they 

have introduced and enacted record numbers of 

bills and resolutions, including controversial laws 

eliciting backlash and legal challenges. In this 

context, concerns about undocumented college 

students represent one part of this movement, 

with bills designed either to expand or to restrict 

the educational opportunities of these individuals. 

Activity will continue at a high level in 2012, 

characterized by heightened levels of partisanship.

The primary issue of the past decade centers on 

whether undocumented students should qualify for 

in-state tuition, which helps improve affordability and 

increase access for these students. Thirteen states 

now allow this, including two states that passed 

legislation in 2011 and one state that approved in-

state tuition through board action last year. On the 

other side of the matter, four states currently prohibit 

in-state tuition for undocumented students, and 

other states have been working to reverse existing 

in-state tuition laws. A second more recent issue 

centers on the ability of undocumented students 

to enroll in college at all. Three states now ban 

enrollment at some or all of their public institutions 

of higher education. Significantly, at least eight states 

attempted to ban enrollment in 2011, though only one 



succeeded. A final issue is whether undocumented 

students should be entitled to state student financial 

aid. In 2011, two additional states moved in this 

direction, allowing some private and/or public funds 

to go to undocumented students, bringing the total 

number of states that offer this to four. All of these 

issues will be under discussion in the coming year.

Conclusion
In addition to the 10 higher education issues 

discussed above, several others will see plenty 

of discussion and debate in the 2012 state policy 

arena. Funding campuses’ critical infrastructure and 

capital improvement needs (deferred maintenance) 

is an issue many legislatures will seek to address. 

The continued development of state level student 

longitudinal data systems will take place, and with 

it, efforts to maximize the utility of such systems 

to boost accountability and inform strategies for 

meeting state educational and workforce goals. 

Additionally, the recurring issues of teacher education, 

concealed weapons on public college campuses, and 

student enrollment policy, especially as it pertains to 

capacity pressures in many states, will see continued 

strong activity in 2012. An issue gaining increasing 

attention concerns states’ oversight and consumer 

protection as it relates to for-profit education 

providers, reflected in growing activity in recent 

months by a number of state attorneys general. 

The prolonged economic downturn has reaffirmed 

the value postsecondary education provides to 

economic security and the social well-being of 

individuals, states and the nation. The connection 

between prosperity and postsecondary education 

will be evidenced vividly in 2012 by a focus on how, 

despite ongoing fiscal challenges, states can utilize 

sound public policy to foster continued access to, and 

success in, college for all those who seek to derive the 

benefits of a postsecondary education.
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