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Research indicated there are several tradeoffs for Kentucky to consider when assessing what is needed to enable
a well-coordinated and efficient public higher education structure in Kentucky moving forward:

o Option 1 (stronger execution of existing authorities) appears to be the least disruptive and costly to
implement in the near-term. Each change suggested in this option is also a viable change under any
structure. However, this option is less likely to improve state visibility into institutional financial health or
improve level of input into leadership appointments.

e Option 2 (additional authorities granted to the CPE) may yield the most benefit relative to cost compared
to the other options, in that it enables substantially stronger fiscal oversight and much greater input into
leadership appointment decisions, while also respecting local and regional differences among institutions.

e Both Options 3 and 4 could bring about greater state-level control, visibility into the higher education
system and efficiency in the longer run, but at a potentially significant cost in the shorter term, including
the cost of setting up a new System Office and the cost of disruption to the existing higher education
ecosystem. A significant disruption could also lead to unfavorable student outcomes (e.g., access,
affordability, attainment, alignment with the workforce) during the transition period.

The potential implications of governance structure option are far-reaching. The legislature will need to consider
the potential tradeoffs, some of which are outlined above, in choosing the path forward.

SJR 98 Q2: Impact and feasibility of establishing a residential, four-year public
university in southeastern Kentucky

For the purposes of this study, Southeastern Kentucky is defined as the Kentucky River Area Development
District (KRADD), which has faced economic challenges disproportionate to those of the rest of Kentucky. The
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institutions and students in the region experience unique challenges due to declining population, strong place-
bound culture, lack of affordable university housing that meets the unique needs of students, high poverty, and
stigma outside the region. Only ~33.6% of working age adults in the KRADD have achieved any type of
postsecondary education compared to ~57.8% statewide."

Student demand for an institution. Stakeholders estimated that 45%-65% of high school graduates in
Southeastern Kentucky may consider enrolling in a new, residential four-year public institution. However, not as
many will eventually enroll given other factors such as competing options (out-of-region educational opportunities)
and perceived return on investment (ROI) on attending the new institution (e.g., ability to access jobs with living or
family wages, high cost of attendance with familial responsibilities). The actual level of enroliment may not be
sufficient to support a new four-year institution or justify the cost.

Economic development need. Stakeholders agreed that an institution alone is not sufficient to boost the region’s
economy but is critical to making Southeastern Kentucky more attractive for economic development investment.
Improved postsecondary access should exist in conjunction with a comprehensive, well-coordinated economic
development plan for the region.

Some considerations noted on the options proposed in SJR 98 for a residential, four-year public university in
southeastern Kentucky are presented below:

e Establishing a brand-new university was seen by stakeholders as too costly. It also raises concerns about
potential negative impact on funding available for existing public institutions.

e Stakeholders were skeptical about acquiring a private university in the region because locations of
existing private institutions have limited coverage of the region. In addition, private university stakeholders
have expressed little to no interest in acquisition.

o A satellite university is seen as potentially less costly than the establishment of a brand-new institution or
acquisition of a private institution. However, stakeholders are concerned that satellite campuses may not
have the local community ties necessary to succeed in the region and may be vulnerable to closure if
financial challenges facing their main (home) campus persist.

e Stakeholders raised two other possibilities for consideration — expansion of a community and technical
college (CTC) or enhancement of the existing University Center of the Mountains (UCM) model.
Stakeholders expressed support for the expansion of CTC to offer targeted four-year degree programs
aligned to specific workforce needs in the region. Awareness of UCM is low, but stakeholders familiar with
the model support expanding this model if future data shows that the model has strong outcomes, or if
enhancements are made to the model to improve those outcomes.

SJR 98 Q3: Transfer of academic subjects from KCTCS to regionals

Stakeholders provided feedback on the proposed transfer of academic subjects from KCTCS to the regional
universities along three dimensions: potential impact of the transfer on students, institutions, and the
Commonwealth.

Potential impact on students. Stakeholders expected the transfer of subjects to have a net negative impact on
students, reducing both physical access and financial access (affordability) to postsecondary education.

Potential impact on institutions. Four-year institutions may not have adequate staff or infrastructure to
accommodate a higher volume of students. It is unclear whether four-year institutions would be expected to
provide two-year academic programs at CTC tuition rates, which would not be compatible with the four-year
university operating model. Two-year institutions would experience a significant hit to their enrollments and
operating budgets. Technical programs are effectively subsidized by revenue from academic programs due to the

1 Source: U.S. Census Bureau, American Community Survey
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high cost to deliver technical programs; therefore, the proposed transfer would likely require an infusion of state
funding for KCTCS to stay afloat financially.

Potential impact on the Commonwealth. Stakeholders expressed concern that such a restructuring would
place downward pressure on state college-going rates. Targeted investment in technical education would facilitate
economic growth for the Commonwealth. However, while some believed that a transfer of academic subjects may
allow KCTCS to focus on providing higher-quality technical programs, employers with close ties to their local CTC
stated apprehension towards any change that might have negative financial implications for their CTC. Employers
also noted that graduates from technical programs without access to general education courses may find it more
difficult to progress in their careers.

Alternatives to transfer for academic subjects from KCTCS to regionals. Finally, stakeholders suggested
that — if the underlying reason for Q3 in SJR 98 is to create stronger alignment between existing educational
programs and workforce needs and to deliver current educational programming more efficiently — this goal can
be accomplished through alternative approaches, e.g.: more intentional and rigorous program review; deeper
employer partnerships supported by the System Office and advisory boards (BODs); greater sharing of courses or
programs across institutions or campuses; and a stronger transfer process between two- and four-year institutions
coordinated by CPE.

Prepared solely for Council on Postsecondary Education. Reliance restricted. Does not constitute assurance or legal advice.
Please refer to limitations and restrictions on page 107

All Rights Reserved — ©Ernst & Young LLP 2023 Page 6 of 107



Context

In 1997, the Kentucky Postsecondary Education Improvement Act, or House Bill 1, reorganized higher education
in Kentucky by creating a new Council on Postsecondary Education (CPE) and merging the University of
Kentucky’s Community College System with the network of technical schools overseen by the Kentucky
Department of Education to establish a new institution, Kentucky Community and Technical College System
(KCTCS) with its own governing board (Board of Regents). The local governing boards of the public four-year
institutions in Kentucky (two research institutions and six comprehensive institutions) were maintained. See
page 37 for a visual representation of Kentucky’s current governance structure designed in House Bill 1.

House Bill 1’s goals were to establish: a seamless, integrated system of postsecondary education, strategically
planned and adequately funded to enhance economic development and quality of life; nationally recognized
senior institutions; and a comprehensive community and technical college system.

As a statewide coordinating entity, the CPE was charged with oversight of Kentucky’s postsecondary education
system, including the development and implementation of a strategic agenda for the postsecondary that includes
measures of educational attainment, effectiveness, and efficiency for postsecondary and adult education.

Twenty-six years later, the state is seeking to understand the extent to which the integrated system of
postsecondary education is meeting the current and projected economic needs of the state and contributing to an
enhanced quality of life for Kentuckians (e.g., employability, access to living wages and family wages). In March
2023, the Kentucky Legislature passed Senate Joint Resolution 98 (SJR 98), which called for a comprehensive
study of higher education in Kentucky, with a special focus on assessing the following three areas:

(1) Structure of the higher education governance in the Commonwealth, including the current condition
and projected needs of the state over the next 20 years in terms of postsecondary education attainment,
workforce and economic needs. The study shall include recommendations for the state to consider on
changes to the state’s postsecondary governance structure that would be essential to meet identified
needs and provide the best delivery of postsecondary educational services to students.

(2) Potential impact and feasibility of establishing a residential, four-year public university in
southeastern Kentucky through one of three options:

a. A new regional, residential, four-year public university
b. Aresidential campus that is a satellite campus of an existing regional, public university

c. Acquisition of an existing, private university in southeastern Kentucky

(3) Feasibility and programmatic and fiscal impacts of having KCTCS continue to be responsible for
technical education programs but transferring responsibility for traditional academic subjects to the
regional comprehensive universities.

When reading the observations and themes captured in this report, it is important to keep in mind the current
national context of higher education. The entire higher education sector, not just in Kentucky, is facing significant
pressures. These pressures include but are not limited to:

o Demographic cliffs and — depending on region — population outmigration (linked to availability of jobs),
leading to declining enrollments

¢ Increased student propensity to enroll in online or hybrid modalities rather than fully in-person
programs, which raises important questions about space needs and space utilization

e Rising cost to deliver higher education, driven in large part by additional student supports required to
meet increasingly diverse student needs
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e Growing financial viability concerns, resulting from a combination of flat to declining revenues and
rising expenditures, and leading to a rising wave of closures, mergers and consolidations in the last
decade

¢ Declining public perception of value or ROI of higher education, given rising tuition levels, potential
student debt levels and the availability of alternate routes to well-paying jobs (especially during the recent,
prolonged period of economic boom)

Throughout the report, “university” refers to four-year institutions while “college” refers to two-year institutions.

EY role and methodology

Kentucky CPE engaged EY to support CPE in addressing the three areas of inquiry described above in two ways:

e Conduct stakeholder engagement and qualitative research — engage Kentucky stakeholders (e.g.,
campuses, employers, community groups, current and prospective students, state-level leaders) through
interviews and focus groups, and aggregate findings in a way that informs and enhances the CPE’s larger
study.

o EY conducted interviews with 133 stakeholders, collecting and synthesizing perspectives on all
three areas of study.

e Conduct a scan of effective governance models and leading practices nationally — identify
governance models across all states, conduct a deeper dive into a subset of states based on bot
secondary and primary research, and compile research findings in a way that informs the CPE’s larger
study and recommendations. This included:

o 31 interviews with state- and system-level leadership in peer states, as well as with national
researchers

o Secondary research on state higher education law, policy and processes

o Secondary research and analysis on higher education finances, outcomes and performance
across peer states

Definition of Southeastern Kentucky region

Though Southeastern Kentucky is not an officially state-designated region, most regional stakeholders refer to the
region as interchangeable with the KRADD and the area development districts (ADDs) bordering it on the east
and west (Cumberland Valley and Big Sandy ADDs).

As a state municipality, the KRADD is comprised of: Breathitt County, Knott County, Lee County, Leslie County,
Letcher County, Owsley County, Perry County, and Wolfe County.

While most perspectives that stakeholders shared focus on the KRADD, some stakeholders do not define
Southeastern Kentucky exclusively within these county borders and include surrounding areas located within
other counties as well.

The KRADD and its surrounding areas do not currently have a public four-year university located in this region.
Three KCTCS community and technical colleges, Big Sandy, Hazard and Southeastern, are in this area in
addition to four private four-year universities, Alice Lloyd College, Union College, the University of the
Cumberlands and the University of Pikeville.
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1.1. SUR 98 Q1: KY stakeholder input on higher education

1.1A. Methodology

The synthesis of Kentucky stakeholder perspectives is based on virtual (video or telephone) interviews and focus
groups with 133 individuals recommended by the CPE across the following groups:

o State-level representatives (CPE, heads of cabinets, policymakers)
o 14 Council on Postsecondary Education
o 7 Civil Servants
o 9 Legislators

o Higher education representatives (presidents and chief academic officers of four-year institutions;
faculty from four-year institutions; KCTCS System Office leadership, CTC presidents)

o 8 Four-year University Presidents

11 Chief Academic Officers

14 Faculty Representatives

7 Kentucky Community and Technical College System Leadership

16 Community and Technical College Presidents
o 7 Private Institution Leaders

¢ Student representatives (current university student government members and peers)
o 13 Student Representatives

¢ Industry representatives (employers)
o 6 Industry Leaders

e Economic development leaders (economic development organizations providing services to Kentucky
residents and businesses)

o 8 Economic Development Organization Leaders
o K-12 representatives (superintendents and counselors)

o 6 Superintendents and High School Counselors
e Community and elected leaders

o 2 Local Elected Leaders
e Other

o 4 Local Nonprofit Organization Leadership

o 1 Accrediting Organization Leadership

O O O O

Interviews and focus groups generally concentrated on the following areas of inquiry:

o How is Kentucky’s higher education system meeting the needs of the Commonwealth and Kentuckians
today? Is it positioned to meet the needs of the future?

o What are perceived areas or progress?
o What are perceived areas of improvement?
e How well is the governance structure, established by House Bill 1, performing today?

o What are perceived areas of strength and opportunities for improvement across the
postsecondary education system (i.e., CPE, four-year institutions and local governing boards,
KCTCS and two-year institutions)?

o In what processes might CPE be able to better support Kentucky higher education institutions?
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1.1B. Kentucky’s progress to date
ACCESS

Overall, adequate geographic access. Stakeholders throughout the Commonwealth agreed that great strides
have been made with respect to making college education accessible to students throughout Kentucky.

o “The biggest strength for Kentucky higher education as a system is the level of access that both four-year
institutions and KCTCS institutions provide students to their programs — there are physical campuses
distributed throughout the state as well as many online classes and programs.” [State-level
representative]

e “If you measure access by physical location, Kentucky offers an easily accessible path to higher
education. Almost wherever you live in the state you can get close to a community college or satellite
campus of regional university.” [State-level representative]

e “Based on our population centers, | think we provide pretty good access to our higher education
institutions. If we could move one a little bit south or east, that would be great.” [State-level
representative]

Stakeholders attributed progress in access to three factors:

¢ Introduction of the state’s strategic agenda for postsecondary education, overseen and implemented by
the CPE

e The merger of Kentucky’s community colleges and the state’s network of technical schools into KCTCS
provided transfer pathways for access to non-technical programs in remote parts of the state

e Introduction of initiatives focused on access and attainment (e.g., dual enroliment program, financial aid
programs, student success initiatives)

However, not all regions benefit equally. Although stakeholders reported improvements in postsecondary
education access, there is also widespread acknowledgement that not all regions in Kentucky benefit equally.
Despite strong geographical coverage, stakeholders noted that there are still areas without ready access to
postsecondary education. This is particularly the case in the southeastern region of the state — while it has
access to two-year institutions and private four-year institutions, it does not have easy access to a four-year public
institution. Students who can afford to attend private institutions often do (though, thanks to institutional aid
offered, these institutions are sometimes less expensive than public four-year institutions) or move out of the
region to attend public institutions elsewhere in Kentucky. Those who cannot afford to enroll directly into a four-
year institution or whose family obligations keep them in the region, may attend a local community or technical
college or may opt out of college altogether. Stakeholders noted that the southeastern KY region is
disproportionately home to low-income communities that are often isolated through lack of transportation, road
infrastructure and broadband access.

College-going rates across the state are under pressure. Stakeholders were also quick to point out that
despite this level of choice and access, only very modest strides have been made in improving actual participation
in postsecondary education. Since 2011, the college-going rate of high school graduates decreased from ~62% to
~52% in 2021 (perhaps in part because of the COVID-19 pandemic) and in southeastern Kentucky (Kentucky
River ADD) stands at ~55%.2

Stakeholders offered four possible explanations that may contribute to falling college-going rates:

e The economy experienced an unprecedented boom over the last 10+ years, creating opportunities for
young people to access more higher paying jobs than what were traditionally possible without a

2 CPE Data Dashboard
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postsecondary credential. Colleges have, in effect been competing with industry when recruiting students.
With the economy slowing down, it remains to be seen the degree to which this continues.

e There may also be cultural skepticism of the value of postsecondary education and the potential ROI that
is affecting college-going rates in Kentucky. Stakeholders hypothesized that there is a lower perception of
the value of postsecondary education and likely a higher level of mistrust toward higher education
institutions than in many other states.

e Some institutions may have lost their focus and shifted to be “everything to everyone approach” to attract
a broader student base. This may have the opposite effect on enrollment as it makes it difficult for
students to differentiate the value proposition of each university.

o Finally, stakeholders wondered whether postsecondary education is affordable enough for students,
especially given perceptions of value provided by postsecondary education.

AFFORDABILITY

Strong emphasis on financial aid for students. In conjunction with access, stakeholders acknowledged that
postsecondary education affordability has seen improvements since the passing of House Bill 1. Additionally,
greater state investment has been made in financial aid:

¢ In the past two decades, total public financial aid in the state of Kentucky has increased from ~$67m in
2001 to ~$226m in 2022.3

e This has translated to an increase of ~9.6% in the amount of financial aid awarded to each student since
2013 ($1,463 in 2013 vs. $1,603 in 2022).

¢ Inthe most recent year (FY 2022) for which state comparisons are available in the State Higher
Education Finance (SHEF) report developed by the State Higher Education Executive Officers
Association (SHEEO), ° Kentucky ranked:

o Third in the nation (after Tennessee and South Carolina) in terms of public higher education state
financial aid as a percentage of education appropriations for two-year institutions

o Fifth in the nation (after Louisiana, South Carolina, Tennessee and West Virginia) in terms of
public higher education state financial aid as a percentage of overall education appropriations

o Seventh in the nation (after Tennessee, Georgia, Louisiana, South Carolina, Wyoming and
Washington) in terms of overall financial aid dollars per student FTE

The improvements to these financial aid metrics may have helped Kentucky maintain enrollment over the past two
decades — between 2001 and 2022; FTE enroliment across the postsecondary education sector in Kentucky
grew at 0.5% annually compared to the national average of 0.8% per year.® However, stakeholders pointed out
that this longer-term trend masks a more recent trend that is affecting higher education nationally, not just in
Kentucky. In the period from 2012 to 2022, the US experienced FTE enrollment declines of 1.1% per year and
Kentucky was more pronounced, with FTE enrollment declining at 1.7% per year.” Higher education institutions
are very aware of the direct link between affordability and enrollment. As one regional university president put it:

e “Given the region we serve, we have held tuition at a rate where students would be hard-pressed to go to
other institutions. Our ‘discount rate’ when we subtract institutional aid from our published tuition price is
pushing 40%. Even at this level of discounting, we are struggling to maintain enroliment levels. If we were
to raise tuition, more students won'’t be able to afford it.” [University president]

3 CPE Data Dashboard, figures are inflation-adjusted to 2022 dollars

4 CPE Data Dashboard, figures derived by dividing public financial aid by the number of students enrolled in public institutions
(2013 is the earliest year enrollment data is available)

5 State Higher Education Executive Officers Association (SHEEO), State Higher Education Finance (SHEF) report, FY 2022

6 State Higher Education Executive Officers Association (SHEEQO), State Higher Education Finance (SHEF) report, FY 2022

7 State Higher Education Executive Officers Association (SHEEO), State Higher Education Finance (SHEF) report, FY 2022
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Financial aid is not necessarily a sufficient incentive on its own to offset enrollment declines in Kentucky, and
stakeholders emphasized that other factors, beyond affordability, must be at play, such as overall demographic
shifts affecting Kentucky, as well as the factors mentioned in the Access section, affecting students’ propensity to
attend college.

Cost of higher education is still a barrier, especially in rural parts of the state. Stakeholders acknowledged
that the state has been vigilant in controlling tuition rate increases. Many appreciate the role that the CPE plays
by exercising its authority to set limits on tuition and fee increases and approve all such changes proposed by
institutions in Kentucky. The CPE is seen by stakeholders as effective in keeping education costs down from what
they would have been otherwise.

However, many stakeholders believe that cost is still a major barrier for Kentuckians in pursuing postsecondary
education. Even in cases where students receive substantial aid, the higher cost of living experienced in more
urban parts of the state could be an inhibiting factor. Average tuition and fees per student have increased nearly
17%?2 in the past decade, despite CPE’s authority over tuition. In contrast, the median household income in the
state has increased less than 9%2in total over the same period (inflation adjusted).

e “Cost to students is still a big barrier. We have to figure out how to lower costs and reduce debt.” [State-
level representative]

o ‘I think that cost continues to be one of the biggest factors in students choosing whether they attend
college. In the more impoverished areas of the state, many students simply cannot afford to leave home.”
[Economic Development Leader]

o “Affordability and community feel are important for student success in college. The biggest deterrents for
my peers that are considering college are absolutely the high cost and cultural fit.” [Student, University]

Awareness of financial aid opportunities may still be insufficient. Another challenge is the discrepancy
between perceived and actual affordability of postsecondary education in Kentucky. Although there are numerous
financial aid opportunities at the federal, state and institution level, students and families are not always aware of
such opportunities. This results in students and families dismissing the idea of pursuing postsecondary education
due to the high sticker price. Improvements in marketing, outreach, and public relations around financial aid
opportunities may translate to improvements in the college-going rate in Kentucky, particularly in rural, high-
poverty regions.

o “Even though students never really pay sticker price and there is a lot of financial aid, a lot of families are
turned off by the perceived cost before they even start the process. This is especially the case in more
economically distressed regions.” [Economic development leader]

The current level of public funding to higher education institutions may also affect affordability.
Stakeholders indicated that Kentucky has not “valued” higher education in the same way as many other states,
citing lower state appropriations per FTE and relatively higher reliance on tuition revenue. In particular, regional
comprehensive universities and KCTCS institutions report having a proportionally greater reliance on tuition
revenue than peer institutions in other states.

e Kentucky is in the top half of states in terms of net tuition revenue per student (21st for two-year
institutions and 24th for four-year institutions) and well in excess of US averages.'® At the same time,
Kentucky has the fifth-lowest GDP per capita in the nation, significantly below the US average."

8 IPEDS

9 U.S. Census, figures are inflation adjusted to 2021 dollars

10 State Higher Education Executive Officers Association (SHEEQO), State Higher Education Finance (SHEF) report, FY 2022

11 U.S. Bureau of Economic Analysis, State annual summary statistics: personal income, GDP, consumer spending, price
indexes, and employment
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o Kentucky is tenth in the nation in terms of net tuition revenue as a percentage of all education revenues
for the two-year sector, indicating that two-year institutions are more dependent on tuition revenue than
most states in the US.?

Postsecondary leaders, while very receptive to concerns around affordability, emphasize that their institutions rely
on tuition revenue to survive.

ATTAINMENT

Solid, numerical progress toward the 60x30 goal. Stakeholders cited educational attainment as another area
where meaningful progress has been made toward meeting Kentucky’s 60x30 goal (60% of Kentuckians with
postsecondary credentials by the year 2030'3). In 2000, 24.5% of Kentuckians held an associate degree or
higher. As of 2021, 38.9% of the population holds an associate degree or higher and an additional 15.4% hold a
certificate or certification.'* This increase in attainment has had a cascading effect for Kentucky’s economy, most
notably in the influx of large employers in the Commonwealth.

o “KCTCS has exceeded expectations. The University of Kentucky and University of Louisville have stayed
true to their mission and have focused on graduate education and research. The regional universities
have developed some areas of expertise and extended their campuses, but maybe not as much as they
should have.” [State-level representative]

Questions remain about the economic value of what’s being “counted.” While some stakeholders believe
that existing program approval processes align credentials to economic and workforce needs and drive positive
outcomes for students, others voiced varying levels of skepticism around the market value of credentials and
employability and wage outcomes of students participating in these programs. Economic development and
business leaders generally shared the view that most shorter credentials (certificates) are successful in driving
employment, with some of these developed directly in response to employer demand. This mixed feedback may
indicate two areas of improvement/opportunity for Kentucky:

¢ Need for a systemic assessment of credential “production” across the state, at both two-year and four-
year institutions — not just of how many credentials, but also how many participants, what
jobs/occupations these credentials connect to directly, job placement and wage/salary outcomes for
graduates, and potentially a measure of employer satisfaction with the quality of graduates.

e Importance of sharing this data broadly across the state — with students, parents, and families to
showcase the value of credentials and pathways to jobs (thus potentially increasing postsecondary-going
rates), with institutions to enable them to make data-informed decisions about programs, with employers
to demonstrate a level of alignment with and progress in meeting industry needs, and with policymakers
to inform future policy recommendations.

Attainment is still in the bottom quartile nationally. Despite a steady increase in postsecondary attainment in
Kentucky, the state attainment rate is still in the bottom quartile nationally.'® Stakeholders expressed concern
about low completion rates among enrolled students, particularly those from more rural parts of the state. Despite
enrollment in postsecondary education being slightly more favorable than Kentucky-wide figures (~55% in

12 State Higher Education Executive Officers Association (SHEEO), State Higher Education Finance (SHEF) report, FY 2022
13 CPE Strategic Agenda for Postsecondary and Adult Education, 2016-2021

14 “Measuring Progress for Kentucky’s 60X30 Attainment Goal” published by CPE Data, Research & Analytics Team

15 Lumina Foundation, A Stronger Nation
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KRADD vs. ~52% overall'®), students coming from southeastern Kentucky have lower completion rates than
students statewide (~50% in KRADD vs. ~59% overall'"). Stakeholders hypothesized this may be due to:

e Cultural barriers and familial obligations. Students from more rural or economically depressed parts of
the state may experience a lack of a sense of belonging or community support at higher education
institutions. Some of them need to return home to care for a family member, leave school to enter the
workforce in support of their family, or do not receive support from home in their pursuit of higher
education.

o Postsecondary readiness levels. This may be a growing issue statewide, with more students not
prepared for college coming out of high school.

o “Some of our counties have 80%—-85% high school graduation rate, but then only 30% of the
counties’ population have a bachelor's degree. Why is there this steep drop off? Where are these
graduates going? Are we graduating students who should not have graduated? If they are
enrolling in college, why are they dropping out?” [Economic development leader]

o Multiple demands on students. Increasingly, students are balancing multiple demands while in school
— education, life, and work. Without the right mix of financial aid and student support, these students may
drop out of college.

o “Students often need to work while in school. Sime students fall into decent jobs while doing so
and drop out to continue working.” [Economic service organization]

¢ Quality of support/experience. Some stakeholders also questioned whether the quality of education
and student support may be suffering. They hypothesize that this may be related to a performance
funding system that is seen as incentivizing quantity over quality.

o “We need a performance funding model that is a bit more elegantly designed. Right now, the
focus is on ‘more’ as opposed to ‘better,’ as it incentivizes growth.” [University president]

ALIGNMENT WITH STATE’S ECONOMIC AND WORKFORCE NEEDS

“Progress metrics are important. Enrollment is one, retention is another. But maybe the most important metric is
employability and the ability to move forward with jobs, community and family. What good is any of it if you are not
employable?” [State-level representative]

Industry recognizes the strong contributions made by higher education to meet workforce needs. In
interviews, state leaders, higher education leaders, and employers alike acknowledged that the issue of workforce
supply not meeting employer demand is in large part demographics-driven (e.g., an aging population in Kentucky,
migration out of rural areas). Having said that, all stakeholders agreed that higher education has an important role
to play in both preparing new entrants into the workforce and helping employers upskill their existing workforce.

Employers throughout the state generally expressed confidence in Kentucky’s ability to meet their workforce
needs and were complimentary about the strong hands-on and experiential learning programs both at the two-
year and four-year level. Employers also cited a high degree of responsiveness and agility from postsecondary
institutions, specifically KCTCS, in meeting industry needs. Similar praise was given to the collaborative approach
employed by individual colleges in developing program curricula, program portfolios, and clear pipelines from
programs to employment.

e “In general, for our entry level jobs, the universities are very well-positioned to handle our needs. The
candidates they produce are well-qualified.” [Employer]

16 KYSTATS
17 Kentucky Postsecondary Education Data System (KPEDS)
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o “More entities in Kentucky’s higher education are moving towards starting in technical education. That
awareness piece is awesome. There is more emphasis on the different paths that you might take as a
student, the offerings are becoming more expansive and that serves us well.” [Employer

e “Our needs are fairly well-met. KCTCS does a great job of teaching the foundational skills. It is tricky for
both them and employers to know what is coming next, as far as how technology changes things, so we
teach the basics and then we can develop next-level technical skills on the job as needed.” [Employer]

o “We are fortunate in that our colleges are very mindful. It is one thing to produce students, but producing
students in pathways that lead to gainful employment within the region requires intentional planning.”
[Healthcare employer]

e  “Certificates play an important role for us in managing our talent. We are looking at how we can
supplement our degreed workforce with certificate programs. We are going to need more certificates to
supplement our care team. We still need nurse aids, medical assistants, phlebotomists, pharm techs. In
order to fill the gaps and address shortages, we do a lot to upskill our workforce.” [Healthcare employer]

There is room for improvement. Stakeholders also provided some thoughtful feedback on how alignment
between higher education, the state’s economy, and workforce needs could be strengthened further.

Stakeholders highlighted some of the tensions that exist between the state’s higher education goals and the
current set of incentives built into the structure and suggested that these issues could be addressed at multiple
levels — at the state level through redesigned funding formulas and at the institution or system level through a
more rigorous approach to program management:

e “There probably are some certificates that shouldn’t be there. For example, non-credit-bearing certificates
are prompted by employer request, and every year advisory committees are supposed to review all these
programs and make sure they are still relevant. However, performance funding incentivizes CTCs to add
certificates for the sake of increased funding, and while we try to keep an eye out for this, the process is
not perfect.” [CTC leader]

e “A performance funding pool that includes research institutions, regionals and two-year institutions is not
a good way to meet the state’s attainment and employability goals. It’s no surprise that community
colleges have shifted to churning out degrees to compete and meet their performance targets.”
[Economic development organization]

e “Alot of colleges offer programs that fill seats, but don’t pay dividends. Forty to fifty people graduate from
CTC's interdisciplinary early childhood education program every year when there are only two daycares
in the region.” [State-level representative]

Employers highlighted several areas of improvement with respect to both four-year institutions and two-year
institutions in Kentucky such as:

e Four-year institutions are sometimes seen as not agile or responsive enough to adequately address
employer programming needs.

e The pipeline of qualified candidates is not always sufficient to meet the workforce demands of certain
employers, particularly larger employers in the highest-demand industries (e.g., healthcare, education). It
is not clear to employers whether KCTCS plays a strong role in overseeing the portfolio of programs
across the colleges to facilitate alignment between students, program offerings, and high-demand
industries or occupations. KCTCS could help address this supply/demand imbalance (supply of qualified
candidates relative to employer demand for those candidates) through more active coordination of
programs across the System that correspond to high-demand occupations.

e KCTCS could also potentially play a more active role in aggregating employer demand. This could be
particularly beneficial to smaller employers who do not have the scale to persuade a local CTC program
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to create a specialized program for a sub-scale employer. Employers noted that if KCTCS could identify
areas where “system-wide” programs could be scalable (i.e., there would be sufficient demand if
aggregated across multiple smaller employers to justify creation of programs at select sites), that would
be of significant value to smaller employers who do not find it easy or straightforward to engage with the
local workforce board or local CTC to build a case for such programs.

e A more consistent and standardized assessment of programs against occupational needs, as well as a
more active approach to managing the program portfolio based on data emerging from the assessments
could potentially have a direct and positive impact on: (1) improving alignment with state economic and
workforce needs and (2) articulating pathways for students aligned to those needs.

1.1C. Perspectives on governance

ROLE AND VALUE OF A COORDINATING BOARD

The CPE is broadly perceived as effective in advancing the state’s higher education agenda. HB 1 set out
to create an integrated, cooperative system of postsecondary education in Kentucky, while acknowledging the
distinct missions of the two-year sector and four-year sector in supporting economic growth and enhanced quality
of life in the state. Compared to other states which have coordinating boards, CPE is a strong coordinating board
in that it has more authority than many other coordinating boards. For example, CPE:

e Develops and implements a strategic agenda and accountability system for postsecondary education that
includes measures of educational attainment, effectiveness and efficiency

e Serves as primary advocate and advisor on matters related to postsecondary education with Governor
and General Assembly

e Produces and submits a biennial budget request for adequate public funding of postsecondary education
e Monitors and determines tuition rates and admission criteria at public postsecondary institutions

e Receives reports and updates from campuses on the performance of their duties

e Develops and manages strategic investment and incentive funding programs

¢ Defines and approves all academic programs at public institutions, and has the authority to eliminate
existing programs or make any changes in existing academic programs at the state's postsecondary
educational institutions

e Licenses non-public postsecondary institutions to operate in the state

e Coordinates statewide efforts to improve college readiness, access to postsecondary education and
student success, including statewide transfer agreements and adult learner initiatives

e Prepare accountability and status reports for the Governor and General Assembly
e Administers Kentucky’s Virtual Library
e Ensures the coordination and connectivity of technology among public institutions

e Collects and analyzes comprehensive data about postsecondary education performance

With the help of these authorities, CPE has been able to bring together a wide range of institutions to advance the
areas described in the prior section (access, affordability, attainment, alignment with workforce needs). It has also
decreased the historical stigma of community and technical programs by acting as a single coordinating board
over the four-year institutions and KCTCS, and by giving KCTCS a “seat at the table.” A complete list of CPE’s
roles and responsibilities can be found in Appendix A.
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Stakeholders are appreciative of CPE’s leadership on higher education issues. Setting a strategic agenda for
higher education and advocating on behalf of higher education in Kentucky is a key responsibility of CPE and is
exercised not only with the state legislature but also in conversations with postsecondary education leaders
across Kentucky. Stakeholders were generally satisfied with the effect that CPE has had in encouraging
collaboration across institutions and in promoting higher education and its institutions across the state.

o “CPE was tasked with reforming the higher education system. They did that and are doing that. If we
didn’t have CPE, | don‘t know who would do that. We would have to deal with nine different fiefdoms.
CPE is good at herding cats and executing on asks from the state.” [State-level representative]

o ‘I feel comfortable speaking for most people when | say that we have the utmost respect and regard for
Dr. Aaron Thompson. His leadership has supported both accomplishments and challenges faced by
higher education in Kentucky and is a huge asset to the value that CPE provides for our state.” [State-
level representative]

o “Presidents fight against each other, and CPE does well with keeping everyone on the same side to
present a unified voice to the legislature.” [CTC leader]

o “We are reassessing our approach to performance funding. This is an element we need to fix. We have a
number of people that have leaned into this in a positive way. | have great respect for presidents for
embracing that change. | love CPE's coordinating role and how they herd the cats. Dr. Thompson is great
at this. It is a hard job to answer to both the presidents and the legislators.” [State-level representative]

Stakeholders also appreciated that CPE has supported Kentucky’s higher education in its achievements, such as
elevating the perceived value of higher education to achieve higher attainment rates.

e “There has historically been a cultural bias in Kentucky against higher ed. There is a sense of elitism
attached to postsecondary education, and because of that, kids will skip college if they can get a job out
of high school with decent entry level pay.”

[State-level representative]

e “The Higher Education Matters’ campaign that CPE ran last year included a focus on technical programs
in Kentucky’s higher education system and is a really good example of how the CPE can use its platform
to elevate and promote higher education related issues state-wide.” [University president]

At the same time, stakeholders indicated that the higher education system could potentially benefit from
a few changes to CPE’s purview, to facilitate implementation and not just coordination of a state-wide
higher education agenda. Stakeholders identified a few areas where CPE’s role could either be clarified or
strengthened, or where a new role could be added.

e Fiscal oversight. The presence of multiple financially distressed public institutions in Kentucky has
prompted exploration into what circumstances allowed institutions to reach a point of distress and how
changes to the governance structure could address these challenges. In particular, the sudden financial
distress of Northern Kentucky University came as a surprise to the public and generated concern that
ongoing financial monitoring and oversight was not robust enough. While CPE owns the institutions’ data
and can report on institutional performance, including financial performance, it is not seen as identifying
or flagging financial and reputational risks early enough. One potential solution that was raised by a
number of stakeholders was granting CPE stronger fiscal oversight authority.

o “CPE usually plays a responsive role, not a proactive role. Kentucky State University has been
struggling financially for years and Northern Kentucky University found itself with financial
problems.” [University president]

o “We knew about the financial issues that were going on at Kentucky State University and some of
the community and technical colleges but were completely blindsided by the financial situation at
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Northern Kentucky University, which we had previously seen as one of the strongest successes
in our state.” [State-level representative]

o “There may be some ‘low hanging fruit’ in this area. There should be an annual report to CPE and
legislature in regard to the status and health of each institution. There could also be checks and
balances in regard to debt — NKU took on massive amounts of debt.” [University president]

o ‘I previously worked in another state that had a coordinating board like CPE but also a statute
that put fiscal improvement measures in place. The board uses a scoring system to monitor
various metrics and there are consequences attached to performance on the metric. You have by
X date every year to provide an external audit, by X date, to provide the metrics and the board will
match those against what they come up with. If there is any difference with the metrics, the
institution needs to explain. You get a warning first time, then oversight by the board and the state
budget office. The board can then address what needs to be taken care of, whether president
removal or whatever it may be. If we had that system in place, we could have caught the issues
earlier.” [University president]

o ‘It could be beneficial for CPE to use more monitoring and reporting tools to ensure institutions
are healthy financially. Ultimately, it is the responsibility of the trustees to ensure that budgets are
set and adhered to. Rather than CPE having more direct oversight, CPE could set up a
dashboard that looks at key financial and operational ratios. Flags and checks could be set up
based on metrics tracked. That could be effective. It is hard to respond to a crisis if you are
surprised.” [University president]

o Leadership appointments. Stakeholders universally acknowledged that strong leadership and
everything that goes along with it (e.g., ability to set a clear vision and mobilize people around this vision,
willingness and ability to make tough decisions and execute these decisions) is critical to the success of
individual institutions and the higher education system overall. With that in mind, some stakeholders
advocated for CPE to play a stronger role in leadership appointments across institutions. Others pushed
back on this idea, saying that this level of control might have unintended negative consequences at the
local level.

o “Hiring the right leader for an institution is one of the most important decisions a board can make
fo support the financial viability of that institution. CPE doesn’t need to be the approver or decider,
but it could be included in presidential search processes.” [University president]

o ‘I have a lot of confidence in CPE. | would like to see them have some connectivity in the
appointment of leadership.” [State-level representative]

o “I'would not necessarily want CPE to be the final arbiter of presidential hiring. | would definitely
want to see them do formal training around governance and fiscal responsibility for either
presidents or board members.” [State-level representative]

o “There are some states where the coordinating body president or vice president sits on the
campus level search committee. There are some pros to this — general policy level coordination,
agreement that this a legitimate qualified individual and not just a local hire. It might also
strengthen the relationship between the institution’s president and the CPE president. But there
are also some risks that would need to be considered carefully. For example, we could end up
with the Governor asking the CPE to ensure the hiring of one president or another.” [University
president]

o “Local boards should own leadership appointments, but there may be a bigger role for CPE to
play vis-a-vis local boards. For instance, there needs to be uniform bylaws that lay out criteria to
serve on a board and board responsibilities. Board members could also benefit from more
training. Not all those who are appointed know what they are getting into or fit all the criteria for
the role.” [University president]
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e Board training. University stakeholders have suggested that one cause of recent universities’ financial
distress may have been the inexperience of the institutions’ local governing boards. Board members of
local governing boards may not be equipped to detect the warning signs of financial distress or provide
solutions to the financial problems institutions face.

o “The board made some financial decisions that one might call questionable. Half seemed to be
alumni and the other half was wealthy people with political connections. | think if CPE could train
them in the role and how to look at finances in higher ed, it might mitigate disasters like this. To
understand all this takes a long time. Having a degree does not qualify you to run an organization
as complex as a regional university, much less a research university.” [University president]

Providing mandated training to local governing board members, who may lack the necessary financial
knowledge and strategic skills to perform their duties, was seen by stakeholders as beneficial to
maintaining/improving the health of four-year institutions. Beyond finance, these trainings could cover
governance topics such as strategy, advocacy and fundraising to strengthen the effectiveness of local
governing boards.

o Strategic program oversight. Stakeholder perspectives on this issue were mixed, with some suggesting
that CPE play a more active role in this area and others suggesting that CPE focus primarily on data
gathering and sharing of program outcomes across the state.

o “l'don’t think CPE does a good job of mitigating program duplication.” [University president]

o “They are good at coordinating mission statements and programming and making suggestions,
but it doesn’t seem like they have the authority to enforce their suggestions.” [State-level
representative]

o “The concern about program duplication may be excessive. What matters is are institutions
responding to the needs of their students and regions?” [University president]

o “One role for CPE could be coordinating a process where program outcomes are tracked and
reported/shared. Are programs leading to good outcomes for students?” [State-level
representative]

o “If CPE is the coordinating body for higher education and focused on strong outcomes for
students and alignment with state needs, why isn’t it more proactive about sounding the alarm
when our system is not meeting those needs or when existing policies are getting in the way? For
example, Senate Bill 10 happened two years ago and removed a cap on admittance to nursing
programs. Why in the world was that not brought forward to us sooner, with such a huge nursing
shortage?” [State-level representative]

¢ Financial aid strategy. Some stakeholders acknowledged that in some states, responsibility for setting
financial aid strategy is under the broader umbrella of the higher education coordinating body, thus
allowing the state to align its financial aid strategy more closely to the overall strategic agenda of the
state.

o ‘I absolutely think that higher education strategy and financial aid strategy could be more closely
aligned. KHEAA could be brought under CPE as a department or entity within the structure of the
council.” [University president]

o “Overall, there is a lack of targeted funding toward low-income students. If one of our state goals
is reducing access and attainment gaps between student subgroups, financial aid could be one
tool to help with this.” [State-level representative]

¢ Incentive funds. CPE already plays an important role with regards to managing and deploying funds
related to various incentive programs (such as the $40m “Bucks for Brains” Endowment Match Program
to encourage research at KY universities, and the $10m in federal funds for the Healthcare Workforce
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Initiative administered by CPE to address critical workforce shortages in the health care field). CPE could
potentially be granted additional funds to incentivize and reward institutional alignment with state-level
higher education goals.

o “We could benefit CPE with funds to celebrate wins at the state level. All the funds available to
institutions now are around individual and comparative performance. If we had a pot of money
that CPE could use to reward institutions around state goals, CPE could have that additional bit of
incentive to offer them around coordination. This could give CPE more power to coordinate and
coerce.” [State-level representative]

GOVERNANCE OF FOUR-YEAR INSTITUTIONS

Need to balance centralized coordination and local responsiveness. Stakeholders believe there is a good
balance in Kentucky’s higher education governance structure between centralized coordination and local
responsiveness. They agreed that this balance has helped the state achieve progress toward its higher education
goals while also engaging with the needs of local communities. This structure attracted the talent of several
university and CTC leaders who sought the “best of both worlds” with a coordinating board to track progress
toward larger economic development goals and local boards at the institution level for agility. In tackling the
state’s existing higher education challenges, decision-makers should consider the impact of any changes on the
balance between alignment to statewide goals and responsiveness to local dynamics and workforce needs.

e “The local community and technical college in my district is fantastic and is involved in the community in
everything from academic support to natural disaster recovery. They are so deeply engaged with local
needs that | cannot think of any ways that they could be more engaged.” [State-level representative]

o ‘I think that any board needs to have people on the board that understand the area. | don‘t know anything
about Louisville, so | should not be on the board there. It doesn‘t make sense. And statewide, there
should be proper representation. At the state level, sometimes we pass things that are great for eastern
Kentucky, and it kills something in western Kentucky. And | don‘t know that. | would think it would work
everywhere, but | don't know those places. | want to see people making decisions for eastern Kentucky
who know eastern Kentucky.” [State-level representative]

Stakeholders from four-year institutions indicated that they prefer the current governance structure (with each
institution having its own, local governing board) to a single board that would govern all four-year institutions in
Kentucky or a superboard that would govern both the four-year and the two-year sectors.

e ‘I believe the current structure works well in that CPE has coordinating powers and authority from a
regulatory standpoint. One big board would be bad in that it would mostly likely focus primarily on the
needs of the flagship (research) institutions and smaller institutions would be forgotten about. It would
create bottlenecks in universities being nimble and adaptive to their local contexts.” [University president]

o ‘| appreciate the CPE model. | find it does well at tempering what | imagine to be the more chaotic parts
of working with the state government, while allowing institutions to run in the way that fits them and their
region the best.” [University president]

o “A ‘superboard’ will not understand local issues. They are too far away. | don‘t want bureaucracy to get in
the way of innovation. Running things up the flagpole to Frankfort and back down is extremely inhibitive.”
[University president]

e “There’s a difference between a policymaker in Frankfort and running a campus. If it weren’t for this
structure, we would have to deal with a lot of statewide politics and spend human capital doing that
instead of paying attention to the students in our region.” [University president]

Many stakeholders point to a “mission creep” across institutions. Stakeholders raised the disparities in the
enrollment, outcomes, and financial health of four-year institutions in Kentucky as a concern. Though the
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economic realities of declining population have affected all four-year institutions in Kentucky in some way, the
research universities have seen enrollment increases, while the regional universities have struggled with declining
enrollment and depressed operating budgets. Even among the regional universities, disparities in institutional
health exist, often linked to the economic health of the regions in which they operate.

Perhaps in response to declining enroliment in the last decade, four-year institutions have begun to expand their
program offerings to provide more non-degree credentials (certificates). There may be a case for growing the
number of short-term certificates offered by four-year institutions if they lead to strong outcomes (employability
and wage growth). However, stakeholders were not certain that certificates were indeed producing these positive
outcomes and in the absence of data to support this, were concerned that the pursuit of certificate offerings was
largely an attempt to balance budgets and a response to the incentives built into the current performance funding
model, which rewards the quantity of credentials earned at an institution.

By offering short-term credential programs, four-year regional institutions may encroach on the missions of two-
year institutions, create competition between the sectors, shift resources (e.g., faculty, student support) away from
four-year programs and confuse students pursuing postsecondary education with their value proposition.

e “Universities have tried to be everything to everyone and that is just not working for them or for the people
of Kentucky. When universities and community colleges compete in this way, they use limited resources
on unwinnable battles, which is ultimately a disservice to students.” [University president]

e “There needs to be a more collaborative approach among institutions in deciding what their niche is and
what market they should strive to be in. It may be unnatural, as they want to grow the business, but there
is so much competition right now and CPE may be able to help facilitate that. Most folks are territorial and
self-preservationist in the direction they are trying to go.” [State-level representative]

While alignment of four-year institutions with industry needs is relatively strong, there is some room for
improvement. Employers were generally satisfied with four-year institutional program quality and alignment with
workforce needs in Kentucky. They are particularly satisfied with programs that include an experiential learning
component and with graduates of the research universities. Four-year institutions are supported in meeting
workforce demand through statewide initiatives and institutional strategic alignment. For example, CPE supports
the state in implementing initiatives to drive growth in high demand areas by building a nursing school in western
Kentucky with University of Louisville and incentivizing STEM and life sciences programs through the
performance-based funding model.

e  “The four-year universities are well-positioned to handle our needs in that the candidates that we
interview, particularly coming out of UK and UofL are very highly qualified. Both preparation and retention
are very strong from these groups of candidates.” [Employer]

e “Morehead State recently established an aerospace program that is right up there with MIT. They are one
of four satellite monitoring stations for NASA. There is extremely high demand for these students from the
likes of NASA and Boeing. It is a niche industry but has quietly become one of our biggest exports.”
[Economic development leader]

Though employers find that four-year program offerings are relatively aligned with industry needs, there is
concern that four-year institutions throughout the Commonwealth may not be forward-thinking enough to
anticipate changing business trends and technologies. Employers expressed some frustration with the pace at
which change takes place and felt that there is friction when approaching institutions for a new program or
concentration.

e “[One four-year university] does not have a concentration in construction engineering within their civil
engineering program. We have been in discussion with them over the years in the hope that they would
consider working something out with our support. We are getting some momentum with the department
chair, but the requirements are substantial — research, classrooms, professors, etc.” [Employer]
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University leadership confirmed that they may be slow to adapt because of the demands of program design and
approval processes on faculty and institutions as set by accreditors, CPE and local boards.

For these reasons, some stakeholders saw benefits to a single governing board for four-year institutions, or at a
minimum, the regional institutions. According to some stakeholders, a single governing board might be better
suited to execute more dramatic changes than a coordinating board could. A single governing board could
consider potential consolidation of institutions, or consolidation of some back-office functions across institutions to
create a sharing system of four-year institutions, or a more robust program review and renewal process.

¢ Potential consolidation of institutions: “One of the biggest challenges we have is that we may have
too many four-year residential institutions. For a state our size, looking at enrollment, we have too many
universities. | hope they can get the struggles back under control, but if not, we need to at least consider
this question.” [State-level representative]

¢ Potential consolidation of back-office functions/services: “Some things could be more shared —
legal, procurement spend so we can get economies of scale when negotiating contracts, IT, maybe HR
(though this would need to incorporate strong campus perspectives as well), maybe marketing. It wouldn’t
need to be a governing board necessarily, it could also be CPE, but that would mean that CPE would
need to be a much larger organization to serve these functions.” [University president]

¢ Robust program review, approval, and renewal process: Stakeholders noted that a single governing
board could potentially focus on improving the quality of existing degree programs across the higher
education system rather than proliferating a high quantity of credentials. It could also support member
institutions in being more responsive to employer asks.

o “With regards to workforce, what needs do we have regionally? And are our universities meeting
them? Are we anticipating what is coming across both two- and four-year colleges? There are
more degrees than we have needs for, which is not a bad thing, but when considering optimal
use of public funding you have to wonder how to maximize the value we are getting. Are we
stretching too many degrees that do not have a return for the taxpayer?” [State-level
representative]

GOVERNANCE OF TWO-YEAR INSTITUTIONS

HB 1 legitimized technical education among postsecondary options through the formation of KCTCS.
Before the formation of KCTCS, community and technical colleges faced a stigma of inferiority compared to other
postsecondary programs. In the existing structure, both two-year institutions and four-year institutions are
coordinated by CPE, establishing a greater level of collaboration across the sectors.

o “External studies concluded that community colleges and technical schools be united. Another option was
to have them governed through the four-year institutions, but four-year institutions were not considered
responsive enough to industry and workforce needs. Subjects do not change often, but the needs of
industries change a lot. Programs needed to be able to change fast, sometimes in less than a year. It is
hard for four-year institutions to operate that quickly, so there needed to be an entity that was flexible and
able to change to meet the unique workforce needs of each region. Putting the community colleges and
technical schools together was going to lead to better student outcomes.” [State-level representative]

e “Being a part of CPE gives us a sense of inclusion in the broader Kentucky higher education conversation
by giving us a seat at the table and connecting us with the other institutions.” [KCTCS system leader]

However, stakeholder groups agree that there are many areas of improvement for the KCTCS system as a
whole. Views shared by stakeholders covered topics such as perceived strength of system leadership, the role of

Prepared solely for Council on Postsecondary Education. Reliance restricted. Does not constitute assurance or legal advice.
Please refer to limitations and restrictions on page 107

All Rights Reserved — ©Ernst & Young LLP 2023 Page 22 of 107



i .
‘&_.'

= | ]-“.

Q1 KY stakeholder |r_]Put on r}lgher educatlon

the System Office, the appointment of institution advisory boards, program proliferation, and partnerships with
employers.

o System leadership. There was common agreement among stakeholders that the System needs to have
a strong president, especially considering some of the current challenges cited (e.g., complex enterprise
comprised of 16 institutions and 70 campuses; perceived administrative bloat; perceived program
proliferation; perceived mission creep; perceived inconsistency in addressing industry needs).

o ‘“Leadership of KCTCS is integral to its success or failure. It is vital that they get a strong leader
with a good vision in to lead it successfully.” [University president]

o “KCTCS has had a leadership issue for a while now and it is starting to make the System even
worse.” [State-level representative]

o “KCTCS is the solution for the healthcare workforce crisis; they just don’t have the leadership to
get it done.” [Employer]

e CTC stakeholders shared that a strong leader with higher education experience would be highly impactful
at the System level and would allow colleges to build a better working relationship with the System Office.
The perceived gap in leadership contributes to CTC institutions feeling unheard at times in state-level
higher education conversations. The System leadership is not perceived to accurately represent the
voices of all CTC institutions because it treats the individual colleges with too much uniformity.

o “The colleges work well together, but the System and statutory structure do not work well
together. That is in huge part due to the lack of strong leadership at KCTCS. A lack of leadership
leads to a lot of internal battling, rather than collaboration, when things are not going well.” [CTC
leader]

o System Office. Colleges perceived the System Office as oversized. They conveyed that there is an
opportunity to look critically at what functions exist in the System Office vs. on each college campus.
KCTCS has begun this work through the KCTCS Resource and Program Optimization Opportunity Report
conducted by an external consultant. That study identified opportunities for streamlining and cost
efficiencies. Colleges saw value in some services being provided centrally by the System Office; in other
cases, they would prefer the responsibilities to move back to the colleges.

o “Some of the services the System Office provides are effective and could be bolstered further like
legal services, payroll, IT (ERP software, website hosting), facilities management — to reduce
institution burden and save money through economies of scale. The System Office could be
doing a better job with HR and marketing. And some things, like student services, would benefit
from coming back to the individual colleges.” [CTC leader]

o “The System Office needs to reorganize. Every school has an HR Director and employees in the
HR Department, and the System Office also has one of the largest HR departments. They have
replicated all of the positions at the college level and some of them have no work to do.” [CTC
leader]

o “The System Office needs to have a well-defined scope as to what they do for the colleges and
what the colleges do for themselves.” [CTC leader]

o “We are all paying a lot to the System to cover their costs, but there is no transparency in how
funds are being used and why. The chargeback system is convoluted and not rational. For
example, we paid almost as much as bigger colleges. If some functions were given back to the
colleges, the chargebacks would go down and we would have resources at the local level to do
what we need to get done.” [CTC leader]

o “We would like to see the System Office better engage CTC leadership in strategic planning to
align with the diverse needs of the 16 colleges and collaborate on realistic plans for
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implementation. The System Office’s strategic planning timelines and priorities are not efficiently
coordinated between system and campuses because the presidents are not included in the
conversation with the System president and cabinet to advise what is reasonable. Being more
involved with strategic planning and initiatives can help the colleges help the System Office be
more intentional with its systemwide efforts.” [CTC leader]

o “We spend a lot of our time and energy navigating situations forced on us by the System Office
when we would rather spend that time meeting the needs of our students.” [CTC leader]

¢ Institution advisory boards. Each CTC has an advisory board, referred to as the Board of Directors.
Each board has ten members, seven of whom are appointed by the Governor, and the remaining three
are a teaching faculty member, a staff member and a student. A separate nominating committee of five
members (for each college’s Board of Directors) submits nominations via an online portal to the
Governor’s office. These nominations are reviewed and eventually the board members are appointed by
the Governor. KCTCS stakeholders expressed concern that the process in place for the appointment of
institution advisory boards is too slow and opaque. While institutions have attempted to fill vacancies, the
process has been slow to appoint recommended board members, which impacts the quality and value of
the advisory boards.

o “The appointing commission for institution advisory boards out of the Governor’s office is not
doing the work of appointing candidates. | have folks who have been sitting in the appointment
portal for years that are not being appointed to my institution’s board, leaving a lot of empty seats
open.” [CTC leader]

o ‘“ltis in statute that the Governor appoints a diverse set of seven board members across a
number of metrics, but the process is so convoluted. Applications are sent to a local nominating
committee, whom we don’t know, and they send recommendations to the college’s advisory
board and Governor’s board member nomination commission. Then, the Governor appoints the
recommended board members. It’s such a slow process.” [CTC leader]

o ‘I feel as though we are still a second thought in the context of higher education. It’s hard to get
board members.” [CTC leader]

e Given there are vacant board positions and the existing process often acts as a bottleneck to appointing
new board members, KCTCS leaders find that the advisory boards are not always filled with the right
people to provide institutions with adequate support and are not collaborating with the System’s board.
CTC leaders specifically mentioned that training of advisory board members would be beneficial to
increase their value once positions are filled.

o “These advisory boards go years with vacancies, and members have served for 30-40 years
when they are supposed to be on the cutting edge of workforce needs. If you were able to limit
the time and effort required to appoint new members, then that may be a big factor in helping out
the local leadership.” [KCTCS leader]

o “The System needs to work together with the individual institution boards and we’re not yet. There
are times when the individual colleges need to independently do what’s best for the community,
but there also needs to be some universal standards and centralization.” [KCTCS leader]

o “Ithink it would be wonderful, whether CPE or any entity, to provide automatic procedural training
for board members. It is our role to establish the role of board members and their duties so CPE
could be a great help in this area.” [CTC leader]

o ‘I would want to be sure CPE training is about their statutory duties and what a board does, but
remembering that they are a community college board, which is much different from UK for
example.” [CTC leader]
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o “We take our board along to a third-party conference because there is not anything done. I think it
would be good for all boards to hear from CPE what the statewide strategy and initiatives are.
The training that lays out the advisory vs. Board of Regents role and responsibility was also
helpful under a previous KCTCS system leader. What | don’t want is CPE telling them how to run
our college.” [CTC leader]

e Some stakeholders expressed interest in eliminating the local CTC boards altogether. Currently, the local
boards have a fair amount of power, reviewing presidential performance and approving the requested
budget of the community and technical colleges. There may be other alternatives to this, for example:

o Ata minimum, changing the division of responsibilities between the governing board (Board of
Regents) and the advisory boards (Boards of Directors) so that the governing board reassumes
responsibility for strategic plan and institutional budget approvals and plays a larger role in
presidential searches and appointments. Advisory boards would in turn focus on helping
institutions assess their program offerings and align to local needs.

o “Not sure it should be combined into another board, per se. Not sure if the colleges
should have their own boards, as you start to get so far away from accountability it starts
to become problematic.” [State-level representative]

o In addition, the Board of Regents could choose to appoint advisory boards at the regional rather
than local level, meaning that advisory boards would be not to be tied to a single institution but
would instead advise a cluster of institutions in a region. This would reduce the number of
advisory boards from 16 to 6-7; this smaller number of boards should also make it easier to
recruit and appoint strong members to the boards.

o “We are trying to improve operationally at the institution level. We want to bring uniformity
— | understand that each community has different needs, but there are some ways where
we need to behave more like a system.” [KCTCS leader]

e Program proliferation. Many stakeholders perceived KCTCS as adding programs every year in reaction
to the incentives built into the funding formulas rather than approaching the portfolio of programs across
KCTCS in a more strategic way. KCTCS does not appear to have a centralized view of employer demand
nor a strategic plan to meet this demand through KCTCS program offerings, particularly in high-demand
industries such as healthcare, advanced manufacturing and education. The proliferation of certificates
that are not tied to industry or national certification brings into question the extent to which KCTCS is
using data to assess the workforce needs of the state and inform certificate program approval
authorization at the System level.

o “We need to know what employers are looking for not just now, but five years from now. There is
not enough alignment and communication between the different groups in the state. More
conversations should take place among KCTCS, employers, CPE and labor cabinets.” [State-
level representative]

o “As an early believer in marketable skills, KCTCS put together wage-driven certificates/skillsets,
but there was a huge explosion of certificates. Originally, this was designed to be an incentive for
students to show them that they are making progress, but then it became a response to the
performance funding formula. Right now, it feels like they are throwing workforce spaghetti at the
wall and they need to be more strategic.” [State-level representative]

o “Each college in each community wants to feel like their own entity. There is not a lot of statewide
planning around programs from a need perspective and this may contribute to program
proliferation.” [State-level representative]

o “l'think even within our own college, there could be more bloodletting of programs to ensure we
are most effectively meeting community needs.” [CTC leader]
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o “lam concerned that many of the certificates that students are receiving may not mean anything.
The certificate might look good on paper, but there are too many that are not tied to any national
or industry verification and feel meaningless.” [State-level representative]

o This situation is exacerbated by the perceived lack of program closures, indicating that the System Office
may not be managing the overall program portfolio effectively.

o “Afew years ago, the board asked for reports on termination of programs. We do not ever fully
close a program. | am not sure if it has been done. We retire it, or do not offer it, but we do keep it
on the books, so we don't have to go through the process to start it up again.” [State-level
representative]

¢ Employer partnerships. Employers were generally satisfied with CTC graduates’ preparedness level.
However, employers expressed mixed feedback on how colleges are meeting their needs. While some
collaborate with CTCs on workforce assessments and barrier analyses to co-develop program pathways
and job opportunities that align, other employers have found their local CTCs to be slow to respond and
resistant to innovate. When local colleges are responsive, it has convinced multiple employers to invest
(with funding and sometimes staff) in their local CTC. Some employers expressed interest in investing
more to expand the capacity of individual CTCs when presented with the potential return on investment.

o “We have invested so much in building out the pipeline at our CTC and their leadership is very
collaborative and responsive to our current and expected needs. The feedback goes both ways in
our communication and our partnership has served us well as the largest healthcare employer in
the region.” [Employer]

e However, employers also expressed some frustration with how inconsistent the experience can be from
region to region, college to college. Requests or attempts at collaboration with the System often do not
result in action. These missed opportunities inhibit employers from developing partnerships with KCTCS
at the System level to implement statewide initiatives in response to workforce demand. This is a potential
area where the System Office could play a much bigger and more proactive role.

o “We saw this several years ago in a particular location. Those businesses were upset with
KCTCS because they didn't find the graduates employable. A healthcare employer was also
experiencing very slow responses, asking KCTCS for technicians and people. There has been no
response. There is a disconnect somewhere.” [State-level representative]

o “KCTCS does not speak in one voice. | hesitate to call it a criticism because | wouldn’t want to
lose their ability to address local nuance. There was a time we asked them what resources they
needed from us to graduate more students and we never received a centralized ask or proposal
back. What we need from KCTCS is something along the following lines ‘at each location we
need X faculty and Y equipment, and if we can get support with those, we will be able to produce
Z more students to meet your workforce needs.” [Employer]

o “American National University took six months to develop the program we needed after we
offered to provide the funding and resources to stand it up. In contrast, Big Sandy took two
years.” [Employer]

¢ Employers, especially larger employers, were quick to mention the value in KCTCS institutions’ ability to

swiftly respond to local needs, emphasizing the need for balance between local and system-level
involvement.

o “Having KCTCS pulled from the four-year institutions was the right move. They are nimbler and
working with four-year people and two-year people is a different experience. We are certainly
moving in the right direction.“ [Employer]

e Larger employers tend to have more job openings available and sometimes run into talent pipeline
issues. In such instances, employers expressed interest in working with the KCTCS System Office to
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develop a system-wide approach to strengthening the pipeline rather than just working with individual
colleges that may not have the scale needed in terms of the number of graduates/candidates sought by
large employers.

o “Three years ago, we had 80 nursing positions, so we were pulling people from all over the place
who are not committed to our region and don'‘t stay. | went to KCTCS and said | will give you the
building, the money, the staff if you stand up a nursing program. We had to pull teeth to get them
to actually start the program, but they finally did.” [Employer]

e Smaller or more localized employers may run into a different supply and demand mismatch. They may
not have sufficient scale to persuade local colleges to develop customized programs for them. These
smaller employers acknowledged that colleges have limited funding and capacity for program delivery
and that it is not always plausible to cater to smaller employer needs given the delivery economics.

o “Our community and technical college is not particularly responsive to our needs, but we get it. It
takes a lot to set up a program and administer it, and it may not be totally worth it for them if it
only supplies a very small number of jobs in the region. I think that community colleges are
serving larger employers well, but that smaller employers are currently a more untapped space
for them.” [Employer]

o “There is an area or two where we want more scrub techs and the CTCs do not have a scrub tech
program, but we only hire four scrub techs a year so that just isn‘t economical for such an
expensive program. Some places do it, but the scale piece becomes a challenge.“[Employer]

e Though most stakeholders may fault insufficient workforce alignment to KCTCS, some stakeholders
would like to see CPE exercise its authority in steering KCTCS. In its coordinating role, CPE has final
program approval and elimination authority over KCTCS but has granted KCTCS final approval authority
for non-degree certificates proposed by the local CTCs. CPE could potentially take a stronger stance on
which programs KCTCS offers either through direct approval or supporting the System Office to create an
academic plan for technical certificates

o Better coordination between KCTCS and CPE. College leaders shared that there is opportunity for
better planning and coordination between KCTCS and CPE related to strategic initiatives and program
approval. In addition to the KCTCS initiatives, colleges are involved in initiatives that originate from the
CPE. Colleges find that coordination of these initiatives between the KCTCS System Office and CPE is
minimal, leaving significant implementation burden on the colleges for the many “side by side initiatives in
workforce development.”

o “The conflicting initiatives that CPE and KCTCS will launch in parallel shows me that they do not
communicate and have very little idea of what is happening at each organization. This lack of
coordination leads to confusion for the colleges and we have to spend a lot of time and energy
navigating the conflicting strategic and programmatic directions.” [CTC leader]

e As aresult, these initiatives become an “exercise to get through” rather than drivers of progress and,
while well-intentioned, become ineffective because of poor implementation. This is especially important to
colleges when there are opportunities for additional funding through these initiatives, but colleges find
their resources stretched by the short timeline to meet deadlines or lack of support. More robust
mechanisms for communication and coordination between CPE and KCTCS System Office could improve
coordination of initiatives to reduce the implementation burden placed on colleges.
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o This duplication also applies to program approval. College presidents experience redundancy in the
degree approval processes overseen by CPE, KCTCS, and the Southern Association of Colleges and
Schools Commission on Colleges (SACSCOC), the accreditation agency. Designing structures at CPE to
supplement the program approval process for CTCs could be beneficial rather than duplicating the
existing process for KCTCS stakeholders. These adjustments could provide the leverage needed for CPE
to appropriately use its approval authority over non-degree certificates to better meet statewide
programmatic needs.

e Funding for the CTCs is still a limiting factor in program development as KCTCS is funded only through
state appropriations and tuition. Local colleges see the current funding system as being biased toward the
four-year institutions.

o “The state’s distribution of funds places greater emphasis on the four-year colleges. Community
colleges feel like an afterthought.” [CTC leader]

e Local colleges would like to see CPE and KCTCS collaborate to update the KCTCS funding structure.
With more funding, they hope to increase investment in program development, employer collaboration
and student success supports such as academic counseling, which could increase timely completion
rates and allow for faster production of graduates to meet workforce needs.

1.2. SJR 98 Q1: State comparative analysis

1.2A. Methodology

In response to the first study area of SJR 98 and at the request of CPE, EY conducted a state comparative
analysis to assess the landscape of governance structures and governance practices against those of Kentucky.
The purpose of this activity was to assess whether different governance structures have practices or policies that
address the key areas of improvement in Kentucky described by stakeholders in Section 1.1.

The analysis included a national scan of higher education governance structures achieved through secondary
research on state statutes and scholarly reports. Based on this scan, states were organized into three main
categories and eight sub-categories of governance, described in section 1.2B.

To inform a more detailed understanding of higher education governance, eight states were identified for a deep
dive by CPE as shown in Figure 1.2A.1 (e.g., levels of higher education enrollment, state income levels,
urbanicity). Additional considerations for state selection included ensuring that both a range of governance
models and Southern Regional Education Board (SREB) states were represented in the analysis. SREB states
are frequently included in benchmarking analyses conducted by Kentucky.

This process resulted in the following eight states being selected: Georgia, Louisiana, North Carolina, Tennessee,
Indiana, Kansas, Utah, and Wisconsin. The first four states are members of SREB.
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Figure 1.2A.1: Process used by CPE to identify states for deeper analysis

1
Identify the governance —
structure in each state and Govema?::niit'ri‘é;:‘i’;:
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2 . .
Prioritize states that have similar Higher education system
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income adjusted for cost of living, ﬂlﬂlﬂ demographic context
and urbanicity to KY Secondary research
3 Select states that have 1) range of
governance models, 2) diversity in gl Governance _model diversity
strength of governing bodies, and 3) A Inputs from national experts and
unique structures relevant to v— secondary research
questions raised in SJR 98

In addition, two other states were recommended through interviews with national researchers and state higher
education leaders — Ohio and South Carolina — as standing out with respect to how they aligned educational
programs to state workforce needs. Consequently, these states were added to the deep dive analysis.

The deep dive analysis included both secondary research and extensive primary research:

e 31 interviews with higher education state and system leadership and national researchers
o 12 state-level or four-year system-level representatives
o 10 two-year system representatives
o 9 national researchers

e Integrated Postsecondary Education Data System (IPEDS)

e Education Commission of the States
o State laws
e Board policy manuals and bylaws
The areas explored in the deep dive analysis included:

¢ Details and authorities of each governance structure: to understand the authorities of the coordinating
and/or governing body and how the authorities are put into practice.

¢ Rationale behind any changes in governance: to understand the reasons why a state’s governance
structure changed over time, especially recent changes.

¢ Alignment to state higher education goals: to understand the specific elements of the state’s
governance structure and how they are perceived to support achievement of the state’s goals.

¢ Challenges to achieving state goals: to understand the challenges states have experienced in making
progress toward the state’s goals and potential common themes across states.

e The role of two-year institutions: to understand the differences between two- and four-year institution
strategies and the specific leading practices deployed by two-year institutions. Research focused on:
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o Whether associate degrees and technical certificates were offered at the same institutions (to inform
Section 3D)

o Strategies for managing the program portfolio of two-year institutions

o Accessibility and effectiveness of transfer pathways from two- to four-year institutions
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1.2B. State higher education governance overview

NATIONAL LANDSCAPE OF HIGHER EDUCATION GOVERNANCE STRUCTURES

The way a state’s higher education system is organized and managed refers to its governance structure — the
organization of public two-year and four-year institutions, local institution boards, system boards, and statewide
boards. Higher education governance structures vary widely across the nation — no state has a structure
identical to another — but they generally fall into three categories based on the state-level body (Figure 1.2B.1).

Figure 1.2B.1: Statewide governance structure models’®

Higher education state governance models

Single, statewide Single, statewide governing

1
1
1
coordinating board/agency | board/agency
|
21 states | 8 states 21 states
1
A single coordinating board and/or |1 A statewide governing board There is no statewide board;
agency is responsible for key : manages and oversees most however, states have higher
aspects of the state’s role with 1 functions of the public higher education administrative agencies
public postsecondary institutions, : education system and typically to oversee programs and services
and, in some cases, with private 1 has broad approval authority over for institutions across the state
colleges. These coordinating : institutions across financial, (e.g., financial aid) or system-level
boards may oversee additional 1 academic, and personnel-related governing or coordinating boards
systemwide governing boards or : categories. over public institutions
local boards. 1
1
1
1

As shown above, 29 states have a statewide board — either a coordinating or governing board — to guide state
policy in higher education and facilitate progress toward state higher education goals.

State governance structures can be further segmented based on system and local governing dynamics. In some
states, institutions are organized into systems (some combination of four-year and two-year institutions) with a
governing board over the system(s).

Further segmenting can be done at the institution or local level — institutions may be governed by local governing
boards that oversee the individual institution’s operations and decisions in alignment with the state’s higher
education goals. Secondary research of statutes and scholarly reports supports the categorization of the many
combinations of state, system, and local boards across the US into eight sub-categories of governance structures
(Figure 1.2B.2).

18 Education Commission of the States; EY secondary research
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Figure 1.2B.2: Eight sub-categories of higher education governance structures with states selected for deep dive
analysis highlighted®
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+ local governing boards for
2-year institutions only

+ local governing boards

I 'Kentucky's system |
Every state’s higher education governance is unique to the state in terms of its structure, authorities, policies, and
funding models. Importantly, no single governance structure is objectively more effective than another in terms of
achieving postsecondary education goals set out by a state, as shown in Figure 1.2B.3 on the next page.

Postsecondary outcomes (e.g., college-going rates, completion rates, overall attainment, etc.) vary just as much
within a single governance structure as across different structures.

19 Education Commission of the States; EY secondary research
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Figure 1.2B.3: Statewide college-going and attainment rates
by governance structure category?
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Interviews with national researchers, leaders in other states, and analysis of state-level outcomes also
emphasized that governance is just one of several factors that affect progress toward postsecondary education
goals in a state. Other factors cited include:

o Level of public funding toward education (state appropriations, local funding) — please see Figures
1.2B.4 and 1.2B.5 for state comparisons for both four-year and two-year institutions

¢ Funding formulas (and types of incentives for institutions built into formulas)

e Value placed on higher education by state leadership (signaled by funding levels and whether higher
education is among the state’s top priorities)

20 IPEDS, Lumina Foundation

Prepared solely for Council on Postsecondary Education. Reliance restricted. Does not constitute assurance or legal advice.
Please refer to limitations and restrictions on page 107
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Executive Summary

The 2023 General Assembly directed the Council on Postsecondary Education (CPE) to study
the impact and feasibility of establishing a regional, residential, 4-year public university in
southeastern Kentucky. CPE developed three potential scenarios based on expanding Hazard
Community and Technical College into a 4-year university. This hypothetical university would
differ in scope from Kentucky’s existing public universities and would likely provide only four
to five bachelors’ programs and would not provide graduate level programs. The scenarios show
three different levels of enrollment growth: minimal improvement, moderate improvement, and
substantial improvement. For each scenario, CPE provided estimates related to the construction,
faculty and staff levels, university operational spending, student enrollment, and other factors
relevant to the establishing the new 4-year university. Based on the information provided by
CPE, this report examines the potential impacts on employment and labor income to the region
and the state.

This report does not address whether the hypothetical institution could make the region more
attractive to new businesses or new households. Addressing this question would require
additional analysis of how employment changed in other regions that hosted a new university.
While this type of analysis could be informative, uncertainty about the potential impacts would
likely remain due to differences between these regions and southeastern Kentucky.

The main findings of this report are:
Construction of Housing Facility

1. CPE anticipates that a 96-bed apartment-style housing facility would be needed for the
hypothetical university and estimates that the construction project would cost $18.2
million in 2023 dollars.! The construction of the housing facility is estimated to support
161 jobs in the construction sector; 17 jobs in businesses that provide inputs and services
to support the construction project; and 23 jobs in other businesses such as health care,
restaurants, and retail stores. In total, these jobs would generate approximately $8.6
million in labor income. These impacts are temporary and would only be supported
during the construction of the facility.

Annual Operations

2. In the minimal improvement scenario, the operations of the 4-year university would
support an additional 105 jobs in the Kentucky River Area Development District in year
1. This includes direct jobs at the university, indirect jobs at businesses that supply goods
and services to the university, and induced jobs at businesses that provide goods and
services to those employed at the university and its suppliers. This would grow to 113
additional jobs by year 7.

1 CPE projects that the cost in 2025 dollars would be approximately $20.8 million.
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3. In the moderate improvement scenario, the operations of the 4-year university would
support an additional 106 jobs in the Kentucky River Area Development District in year
1. This would grow to 127 additional jobs by year 7.

4. In the substantial improvement scenario, the operations of the 4-year university would
support an additional 107 jobs in the Kentucky River Area Development District in year
1. This would grow to 244 additional jobs by year 7.

5. In moderate and substantial improvement scenarios, other areas of the state could be
affected by the conversion to a 4-year university. These effects could occur due to
additional trade between the regions and because students might shift from other areas of
the state to the hypothetical institution. The largest impact occurs in year 7 under the
substantial improvement scenario, which shows a decrease of 51 Kentucky jobs outside
of the Kentucky River ADD.

While appropriating state funds to support the establishment of a 4-year university would
generate additional employment in the region, allocating the funds to support other programs
could also generate additional employment. This report does not examine the employment that
could be supported if these same funds were allocated to other state priorities. To the extent that
increased employment is a goal, policymakers might consider the employment foregone by not
allocating the funds to other programs.
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Introduction

The 2023 General Assembly adopted SJR 98, which directed the Council on Postsecondary
Education (CPE) to study the impact and feasibility of establishing a regional, residential, 4-year
public university in southeastern Kentucky. As part of its study, CPE requested that the
University of Kentucky’s Center for Business and Economic Research examine the potential
economic effects that a hypothetical institution might have on regional and state economies.

The analysis estimates the potential economic impact associated with three scenarios for
expanding Hazard Community & Technical College to a 4-year public university. This
hypothetical university would differ in scope from Kentucky’s existing public universities and
would likely provide only four to five bachelors’ programs and would not provide graduate level
programs. The three scenarios differ primarily based on student enrollment and operational
expenses. The scenarios are minimal improvement, moderate improvement, and substantial
improvement. CPE provided information detailing construction, faculty and staff levels,
university operational spending, student enrollment for each scenario, and other factors relevant
to the university.

Based on this information, CBER estimated the potential impacts on employment and labor
income to the region and the state. The impacts would occur in two phases: the Construction
Phase and the Operations Phase. The Construction Phase would have a temporary effect on
employment and wages in the area that would occur during the construction period. The
Operations Phase examines the annual impact that would occur as the hypothetical institution is
in operation. In this phase, the economic impact is determined by the level of operations the
university could achieve and the new spending in the region that would result from its
operations.

Additional spending during both the construction and operations phases would have direct,
indirect, and induced effects on the regional and state economies. The direct impact refers to the
employment and wages associated with the project. For the Construction Phase, the direct impact
occurs primarily in the construction sector but could also include spending on professional
business services such as engineering and architectural services if these activities occur in the
area. The direct impact for the Operations Phase includes additional faculty and staff hired by the
university.

The indirect impact refers to employment and wages that occur at businesses that provide inputs
to support the university’s construction and operations. For the Construction Phase, this would
typically be materials and supplies that the construction crews need to complete their work. For
the Operations Phase, this would include various businesses that provide goods and services to
support the university’s operations.

The induced impact refers to employment and wages related to the provision of goods and
services purchased by the workers employed directly and indirectly by the project. As workers
are paid, they will spend a portion of their incomes at local businesses such as restaurants, retail
establishments, and health care providers. These impacts can occur across a wide range of
sectors.

Center for Business and Economic Research 1
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These three types of impacts are typically measured using models of the regional economy. For
this analysis, impacts were estimated using the IMPLAN model, which is widely used for this
type of analysis. For this analysis, an IMPLAN model was designed to simulate the economies of
three regions (Figure A). The first region is the Kentucky River Area Development District,
which consists of Breathitt, Knott, Lee, Leslie, Letcher, Owsley, Perry, and Wolfe Counties. The
second region is the rest of the Eastern Kentucky Concentrated Employment Program (EKCEP)
Workforce Development Area. This region consists of Bell, Carter, Clay, Elliott, Floyd, Harlan,
Jackson, Johnson, Knox, Lawrence, Magoffin, Martin, Menifee, Morgan, and Pike Counties. The
final region represents the rest of Kentucky.

Figure A
Regions Examined

B Kentucky River

O Rest of EKCEP N\~ ‘ b o gl
O Rest of Kentucky yp " ' »

Construction Phase

CPE anticipates that the hypothetical institution would build a 96-bed apartment-style housing
facility to accommodate its transition to a 4-year university. Construction is projected to occur in
year 2 with the facility being operational in year 3. CPE estimates that the facility would cost
$18.2 million in 2023.2 Of this amount, 95% of the costs cover construction and 5% covers
equipment and furnishings. For the economic impact analysis, only the construction costs were
included. Table 1 summarizes the economic impacts for the Kentucky River ADD.

For the construction project, the direct impact refers to the employment and wages for workers in
the construction industry who are directly involved in the project. The Construction Phase is
projected to support the equivalent of 161 annualized jobs in the construction industry and
provide $6.8 million in labor income. It should be noted that while the work would be conducted

2 CPE projects that the cost in 2025 dollars would be approximately $20.8 million.
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at the university, the workers might be residents of other communities who simply commute to
the project site.

The indirect impact refers to employment and wages that occur at businesses that provide inputs
to support the housing facility’s construction. For the housing facility construction project, this
would typically be materials and supplies that the construction crews need to build it. The project
is expected to support 17 indirect jobs in the region and provide labor income of $797,000. This
includes sectors such as truck transportation, building material retailers, and ready-mix concrete
suppliers.

The induced impact refers to employment and wages related to the provision of goods and
services purchased by the workers employed directly and indirectly by the project. As workers
are paid, they will spend a portion of their incomes at local businesses such as restaurants, retail
establishments, and health care providers. These impacts can occur across a wide range of
sectors. The housing facility construction is projected to support 23 induced. Labor income for
these jobs is estimated to be $1.0 million.

Table 1
Construction Phase Impacts
for Kentucky River ADD
Impact Employment Labor Income

(Jobs) (million)
Direct 161 $6.8
Indirect 17 $0.8
Induced 23 $1.0
Total 201 $8.6

Operations Phase

Economic impacts are generally driven by changes in spending. As new spending occurs in the
area, it helps to support additional employment and earnings in the area. It is important to note
that only new spending in the area increases employment. Some of the spending that would be
associated with the hypothetical university would occur regardless of whether it is established.
For example, HCTC would have expenditures to support its operations with no changes. If
HCTC is expanded to a 4-year university, its expenditures would likely increase. Only the
additional expenditures will drive an increase in employment for the region.

Likewise, only spending from new students attracted to the area would help support an increase
in employment. While new students attracted to 4-year university would bring additional
spending to the Kentucky River ADD, their spending in other areas of the state would decrease.
This would lead to reduced economic activity in these other areas.

This section describes the estimated additional spending that would occur in the region if HCTC
is expanded to a 4-year university. It also describes the reduction in university and student
spending that could occur in other parts of the state due to students shifting where they attend
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college. The changes in spending are based on analysis provided by CPE and estimates of
student spending from other research.

Increased Spending by Hypothetical University

Table 2 shows the assumptions related to the hypothetical university’s spending for the three
scenarios. The estimates reflect additional spending that CPE has estimated what would occur if
HCTC remains a community and technical college.

Most of the spending goes toward faculty and staff compensation. This consists of wages,
salaries, and benefits. The remaining spending covers the other operational needs of the
university including utilities, office supplies, and food. For example, in the minimal
improvement scenario, CPE expects the 4-year university would employ 79 additional faculty
and staff members and pay $7.0 million in additional compensation during year 1. CPE estimates
that the 4-year university would incur $2.75 million in additional operational expenditures.
Expenditures are stated in nominal dollars. The additional spending on operations would be
supported primarily by tuition and fees collected from students and appropriations from the state.

Based on conversations with CPE staff, it is assumed that the state appropriations to Kentucky’s
other postsecondary institutions would not change due to the state supporting a hypothetical
institution. The assumption is because staff cannot predict any changes that would come as a
result of the state's postsecondary education performance funding model, which distributes funds
based on outcomes and not just enrollment. CPE is also unable to predict how the legislature
would want to treat the hypothetical institution in the performance funding model or if it would
want it included at all. As such, CPE made a simplifying assumption. It should be noted,
however, that the funds to support the hypothetical institution would result in reduced spending
somewhere else in the economy. Appropriating funds to the hypothetical institution means that
those funds are not available to fund other programs or services. If the same funds were allocated
to these other programs, they would also support employment somewhere in the economy. This
forgone opportunity to increase employment is not included in the analysis.
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Table 2
Employment and Spending to
Support University Operations

Year Employment Compensation Operations
Minimal Improvement
1 79 $7,020,000 $2,751,000
2 79 $7,160,000 $3,160,000
3 79 $7,303,000 $3,752,000
4 79 $7,449,000 $4,184,000
5 79 $7,598,000 $4,624,000
6 79 $7,750,000 $5,073,000
7 79 $7,905,000 $5,532,000

Moderate Improvement

1 79 $7,020,000  $2,751,000
2 79 $7,160,000  $3,160,000
3 79 $7,303,000  $3,752,000
4 79 $7,449,000  $4,184,000
5 79 $7,598,000  $4,624,000
6 79 $7,750,000  $5,073,000
7 79 $7,905,000  $5,532,000
Substantial Improvement
1 79 $7,020,000  $2,751,000
2 79 $7,160,000  $3,160,000
3 79 $7,303,000  $3,752,000
4 79 $7,449,000  $4,184,000
5 156 $13,849,000  $6,481,000
6 156 $14,126,000  $6,968,000
7 156 $14,408,000  $7,464,000

Source: Council on Postsecondary Education.

Reduced Tuition and Fees at Kentucky’s Other Universities

The hypothetical university would likely attract some students who would otherwise attend one
of Kentucky’s other public universities. As some enrollment shifts away from these other
universities, they could see enrollment and tuition and fee revenue decrease. The reduction in
revenues would likely cause these universities to reduce spending, which could affect the
economy. CPE provided estimates of the reduction in revenues for these universities. Table 3

Center for Business and Economic Research
University of Kentucky



shows the reduction in revenues for the moderate and substantial improvement Scenarios.® CPE
estimates that there would be no reduction in other public universities’ revenues under the
minimal improvement scenario. These universities are all located in the “Rest of Kentucky”
region.

Table 3
Reduced Tuition and Fee Revenue
at Other Kentucky Universities

Year Moderate Substantial
Improvement Improvement

1 $325,000 $649,000
2 $649,000 $1,298,000
3 $974,000 $1,947,000
4 $1,299,000 $2,597,000
5 $1,623,000 $3,246,000
6 $1,948,000 $3,895,000
7 $2,273,000 $4,544,000

Source: Council on Postsecondary Education.

Shift in Student Spending

If more students are attracted to the area, the Kentucky River ADD could see increased economic
activity as students shift a portion of their spending to businesses in the region. As discussed,
only spending from new students attracted to the area would contribute to an increase in
economic activity and employment.

Consider students who would likely attend HCTC regardless of whether it is expanded to a 4-
year university. Since their spending would occur in both cases, it does not represent new or
additional spending to the area. Expanding HCTC to a 4-year university might also allow some
residents to attend college who might have otherwise continued living in the area but not attend
college. While these students would be new to the university, their spending would not be new to
the area. Therefore, their spending also would not contribute to an increase in economic activity
and is not included in the analysis.

Expanding HCTC to a 4-year university might attract some new students to the area. If these
students would otherwise live and attend college in other parts of the state or other states, their
spending would shift. This represents new spending to the Kentucky River ADD and would
increase economic activity in the region. However, this also represents lost spending and
economic activity for other areas of the state.

% The reduction in revenue is based on fewer students attending these other universities. As noted, CPE has assumed
that state funding for these universities would not change. If state funds are reduced, the universities would be
required to reduce spending by more than what is shown in Table 3.
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Unfortunately, there is little reliable information on the amounts that students in the Kentucky
River ADD spend. A 2021 study by Khalaf, Jolley, and Clouse provides a guide to estimating the
economic impacts of universities.* The study includes estimates of students’ annual spending on
housing, restaurants, retail food and beverage stores, and gasoline and fuel. The authors
distinguish between students who live on and off campus (Table 4). Their estimates come from
the U.S. Consumer Expenditure Survey.

Table 4
Student Spending
On Campus Off Campus

Housing - $4,983
Restaurants $679 $1,189
Retail Food & Beverage $855 $1,132
Stores

Gasoline and Fuels $698 $821

Source: Khalaf, Christelle, F. Jason Jolley, and Candi Clouse. “The Economic
Impact of Small Colleges on Local Economies: A Guide to Attainable Data and
Best Practices.” Economic Development Quarterly. 36.1 (2022) 17-32.

While student spending in the Kentucky River ADD will likely differ from the estimates
provided by Khalaf, Jolley, and Clouse, these estimates provide a sense of the general magnitude
that student spending could be. The estimates were adjusted for inflation but were not adjusted
for regional price differences due to a lack of reliable data measuring cost-of-living in the
Kentucky River ADD region.

Table 5 summarizes the estimated changes in student spending under the three scenarios. The
minimal improvement scenario assumes a new 4-year university does not attract new students
from elsewhere in the state. As a result, there is no additional student spending in the Kentucky
River ADD in this scenario. However, there is also no lost spending in other parts of the state
due to students leaving other universities in this scenario.

Under the moderate improvement scenario, a new 4-year university attracts 42 additional FTE
students from other areas of Kentucky during year 1. This grows to 297 FTE students by year 7.
It is assumed that these students will live in the new housing facility until it reaches capacity. It
is assumed that these students will have spending patterns similar to those estimated for on-
campus students by Khalaf, Jolley, and Clouse. When the housing facility reaches capacity, any
additional students would look for other housing options in the community and are assumed to
have spending patterns similar to those estimated by Khalaf, Jolley, and Clouse for off-campus
students.®

4 Khalaf, Christelle, G. Jason Jolley, and Candi Clouse. "The Economic Impact of Small Colleges on Local
Economies: A Guide to Attainable Data and Best Practices." Economic Development Quarterly 36.1 (2022): 17-32.
51t is unclear whether the region has sufficient housing for students beyond the dorms. If not, it is likely that
students unable to find housing would commute from other communities. In time, additional rental housing might be
built by private developers.
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CPE estimates that roughly 24% of the new students to the region would come from the rest of
the EKCEP region. The remaining 76% would come from the rest of Kentucky. As these
students shift to the new 4-year university, the rest of EKCEP and the rest of the state will see
reduced student spending. It is assumed that these students would have spending patterns similar
to the estimates for off-campus students provided by Khalaf, Jolley, and Clouse. This assumption
means the lost student spending in these areas is larger than that gained in the Kentucky River
ADD. This occurs because many of the new students coming to the new 4-year school would be
staying in the new housing facility. So, their spending is counted in the university’s revenue.
These assumptions avoid double counting this spending and are somewhat conservative.

Under the substantial improvement scenario, a new 4-year university attracts 85 additional FTE
students during year 1. This grows to 594 FTE students by year 7. Again, CPE projects that
roughly 24% of these students would come from the rest of EKCEP region and 76% would come
from the rest of Kentucky.

It is also possible that some new students from the region might reduce their spending on other
goods and services to help pay for tuition and fees. This impact is not accounted for in the
analysis. Students have several options for financing their education including loans and
scholarships. As a result, it is unclear how much new students from the region might not have
otherwise attend college would reduce their local spending. However, the impact is not expected
to have a large effect on regional employment.
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Table 5
Estimates of Change in Student Spending by Region

KY River Rest of
Year ADD EKCEP Rest of KY
Minimum Improvement
1
2
3 Under this scenario, no additional students are
4 attracted to the area. So, there is no increase in
5 student spending.
6
7
Moderate Improvement
1 $110,500 -$95,800 -$306,600
2 $228,200 -$195,400 -$635,200
3 $383,500 -$309,000 -$966,900
4 $560,200 -$416,900 -$1,311,600
5 $739,900 -$528,900 -$1,669,600
6 $930,500 -$645,300 -$2,052,100
7 $1,124,400 -$766,000 -$2,438,400
Substantial Improvement
1 $223,700 -$191,600 -$622,700
2 $538,500 -$400,700  -$1,260,600
3 $873,000 -$608,000 -$1,933,700
4 $1,224,700 -$823,500 -$2,623,100
5 $1,590,000 -$1,057,800  -$3,349,700
6 $1,969,500 -$1,290,500  -$4,093,600

7 $2,363,600 -$1,532,100  -$4,876,800

Notes: Includes spending on restaurants, retail food and beverage stores,
gasoline and fuels, and housing. Housing only applies for students who
would live off campus.

Sources: CBER calculations based on data from Khalaf, Jolley, and
Clouse (2021) and the Council for Postsecondary Education.
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Economic Impacts of Operations

Minimal Improvement

Table 6 summarizes the estimated employment and labor income associated with the additional
spending in the minimal improvement scenario. In this scenario, the new 4-year university would
employ an additional 79 FTE faculty and staff over the seven-year period. The university’s
spending on faculty and staff and other operational expenditures would help to support another
26 jobs in the Kentucky River ADD during year 1. These are the indirect and induced effects for
the region.® The additional spending is expected to have little effect on employment in the rest of
the EKCEP region and the rest of the state. In total, the minimal improvement scenario is
estimated to generate an additional 105 jobs in the Kentucky River ADD and a total of 111 jobs
across the state in year 1. This increases to 113 jobs in the Kentucky River ADD and 120 jobs in
Kentucky by year 7.

Annual labor income for jobs in the Kentucky River ADD are estimated to total $8.2 million in
year 1. Labor income includes salaries, wages, and benefits. Most of the additional labor income
would be paid to the additional faculty and staff for the university.

As mentioned, the economic impacts are based on the additional amount of spending that would
occur due to the hypothetical university. This includes the spending that the new faculty and staff
might bring to the area. Many of the individuals who fill these positions might choose to live in
the region. As they spend money in local businesses, they will help support additional
employment in the Kentucky River ADD. However, some people who fill these positions might
live outside the area and commute to work. These commuters would likely spend money in the
Kentucky River ADD, but their spending in the area will be much less than those who choose to
live in the region.

The estimates in this report are based on the past commuting patterns for workers in the region.
However, the people who fill these new faculty and staff positions might be more likely to live
outside the region, particularly if they teach remotely. This could be an important issue for the
hypothetical university given the rapid growth of online universities over the past decade. If so,
their spending would support fewer jobs in the Kentucky River ADD than are shown in the
analysis. This is true for each scenario.

6 This suggests that the employment multiplier is 1.33 for the region.
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Table 6

Estimates of Additional Employment and Labor Income

Minimal Improvement Scenario

Region
Ky River Rest of Rest Total
Year ADD EKCEP of KY KY
Employment
1 105.2 2.2 3.1 110.5
2 106.3 2.3 3.3 111.9
3 107.8 2.5 3.5 113.8
4 109.0 2.6 3.7 115.3
5 110.2 2.7 3.9 116.8
6 111.4 2.8 4.1 118.3
7 112.6 3.0 4.3 119.8
Labor Income (millions)

1 $8.15 $0.11 $0.17 $8.43
2 $8.34 $0.11 $0.18 $8.63
3 $8.55 $0.12 $0.20 $8.86
4 $8.74 $0.13 $0.21 $9.08
5 $8.94 $0.13 $0.22 $9.30
6 $9.15 $0.14 $0.23 $9.52
7 $9.36 $0.15 $0.24 $9.75

Moderate Improvement

The minimal and moderate improvement scenarios assume the same level of additional faculty
and staff and the same spending levels. The scenarios differ, however, in terms of student
enrollment and student spending. Under the moderate improvement scenario, new students are

attracted to the 4-year university from other areas. Those who come from other areas potentially
shift their spending to the Kentucky River ADD.

Table 7 summarizes the estimated employment and labor income associated with the additional
spending in the moderate improvement scenario. In this scenario, the new 4-year university
would employ an additional 79 FTE faculty and staff each year. In addition, student enrollment

increases as the new 4-year university attracts new students. Since some of these students would
come from other areas of the state, their spending would be new to the Kentucky River ADD and
would help support additional employment in the area.

Under the moderate improvement scenario, employment is estimated to increase in the Kentucky
River ADD by 106 jobs during year 1. As with the minimal improvement scenario, there is little

employment effect in the rest of EKCEP and the state. By year 7, employment is estimated to

increase to 127 jobs in the Kentucky River ADD. However, employment decreases in the rest of

the EKCEP and the rest of the state. These losses reflect the shift of students from other public
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universities in Kentucky to the new 4-year university and lost tuition and fee revenue for the
other universities in the state.

The employment impact at the state level is lower than the impact of the Kentucky River ADD.
This occurs because students are shifting from other areas of the state to the Kentucky River
ADD. This reduces student and university spending in the other areas of the state and contributes
to a loss in employment in other areas.

In year 1, labor income is estimated to increase by $8.2 million for the Kentucky River ADD. As
with the minimal improvement scenario, most of the additional labor income is paid to the new
faculty and staff. However, because new students are attracted to the region in the moderate
improvement scenario, the effect on employment and labor income outside the university is
somewhat larger.

Table 7
Estimates of Additional Employment and Labor Income
Moderate Improvement Scenario

Region
Ky River  Rest of Rest Total
Year ADD EKCEP  of KY KY
Employment
1 106.1 1.6 -0.7 106.9
2 108.1 1.0 -4.2 104.9
3 111.6 0.5 -7.8 104.3
4 115.3 -0.1 -11.3 103.9
5 119.0 -0.7 -14.9 103.4
6 122.9 -1.3 -18.7 103.0
7 126.8 -1.9 -22.4 102.6
Labor Income (millions)

1 $8.18 $0.09 $0.01 $8.28
2 $8.40 $0.08 -$0.14 $8.34
3 $8.66 $0.08 -$0.29 $8.45
4 $8.93 $0.07 -$0.44 $8.56
5 $9.21 $0.06 -$0.59 $8.67
6 $9.50 $0.05 -$0.75 $8.79
7 $9.79 $0.04 -$0.91 $8.91

The employment effects for the Kentucky River ADD are larger in the moderate improvement
scenario than in the minimal improvement scenario. This occurs because the new students who
would be attracted to the area under the moderate improvement scenario would bring higher
levels of spending to the area. This helps to support more jobs in the moderate improvement
scenario than in the minimal improvement scenario.
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However, the employment effects for all of Kentucky are smaller in the moderate improvement
scenario. This occurs because of how spending changes in the scenarios. CPE assumes that the
hypothetical university would have similar operational expenditures in both scenarios. That is,
even if the student growth does not occur, the university would still employ additional faculty
and staff and have similar levels of expenditures. In reality, the hypothetical institution might
reduce expenses in response to the lower student growth.

In the minimum improvement scenario, few new students are attracted to the area, so these
expenditures would have to be paid through state appropriations rather than increased tuition
revenues. There would also be no lost tuition and fee revenue at other universities because
students are not shifting their enrollment.

In the moderate improvement scenario, new students are attracted to the area, so tuition revenues
for the hypothetical university would increase and help cover the university’s expenditures. This
results in roughly the same level of employment because the university’s spending is basically
the same. Only the funding source is changing.” However, since some of the new students are
shifting from other universities, these universities lose tuition revenues. This causes the
universities spending to decrease and supports fewer jobs. As a result, the total additional jobs
for the state are lower in the moderate improvement scenario.

Substantial Improvement

Table 8 summarizes the impact associated with substantial improvement in enrollment. In this
scenario, the university increases employment by 79 FTE faculty and staff each year beginning
in year 1. In year 4, the university adds another 77 FTE faculty and staff to facilitate enrollment
growth. This represents an increase of 156 FTE faculty and staff over levels if no changes are
made to HCTC.

During year 1, employment in the Kentucky River ADD is estimated to increase 107 jobs and
labor income is estimated to increase by $8.2 million. By year 7, the employment impact for the
Kentucky River ADD is estimated to be 244 jobs.

The loss of employment in other parts of the state is larger than in the moderate improvement
scenario. This is due to the assumption in this scenario that the hypothetical institution attracts
more students, and more spending and tuition and fee revenues, from other parts of Kentucky.
By year 7, students shifting to the new school is estimated to reduce employment by 51 jobs in
other parts of Kentucky.

7 In the moderate improvement scenario, the hypothetical university would need less state support. The state would
be able to allocate those funds to other priorities, which might also support some level of employment in the state.
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Table 8
Estimates of Additional Employment and Labor Income
Substantial Improvement Scenario

Region
Ky River Rest of Rest Total
Year ADD EKCEP of KY KY
Employment
1 106.9 0.9 -4.4 103.5
2 110.7 -0.3 -11.6 98.8
3 118.8 -1.4 -18.9 98.5
4 125.0 -2.7 -26.2 96.1
5 230.1 -2.2 -31.3 196.6
6 236.9 -3.5 -38.8 194.7
7 244.0 -4.8 -46.4 192.8
Labor Income (millions)

1 $8.21 $0.08 -$0.15 $8.14
2 $8.48 $0.05 -$0.46 $8.08
3 $8.87 $0.03 -$0.76 $8.14
4 $9.22 $0.01 -$1.08 $8.15
5 $16.78 $0.07 -$1.26 $15.59
6 $17.29 $0.05 -$1.59 $15.75
7 $17.81 $0.02 -$1.92 $15.92

Economic Impacts on Kentucky River ADD

As noted, most of the employment impact is expected to occur in the Kentucky River ADD.
Table 9 shows estimates of the additional employment in the Kentucky River ADD that could
result from expanding Hazard Community and Technical College to a 4-year University.

Table 9
Total Employment Impact on Kentucky River ADD
by Scenario

Scenario
Year Minimal Moderate Substantial
1 105 106 107
2 106 108 111
3 108 112 119
4 109 115 125
5 110 119 230
6 111 123 237
7 113 127 244
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Figure B shows the average labor income per job by scenario and type of impact. Direct impacts
refer to the additional faculty and staff jobs at the 4-year university. Faculty and staff jobs are
estimated to provide $88,900 in annual labor income in year 1. The indirect and induced jobs
provide $36,400 and $44,800 on average annual labor income respectively.

Figure B
Average Labor Income per Job (Year 1)
by Scenario and Impact
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This report examines the potential economic impact from the additional spending that would
occur if HCTC is expanded to a 4-year university. The impacts are driven specifically by the
increased spending to construction a 96-bed housing facility and to operate a 4-year university. It
is also driven by new spending in the region generated by new students who might be attracted to
the area. The expansion to a 4-year university could generate additional economic effects that are
not addressed in this report. While these additional impacts are not addressed here, they might be
of interest to state and local policymakers.

One impact not addressed is the additional spending of visitors to the university. Many
universities have active sports and other programs that attract visitors to the area. When these
visitors attend an event, they often stay in nearby hotels, eat in local restaurants, and spend
money at local retailers. There is considerable uncertainty related to whether a hypothetical
institution would be able to attract substantial numbers of visitors and how much they would
spend in the region. However, the impact of visitor spending appears likely to be small but
positive.

A second potential impact not addressed in this report is whether the hypothetical institution
could make the region more attractive to new businesses or new households. If so, the
hypothetical institution might attract additional new investment and create new jobs beyond the

Center for Business and Economic Research 15
University of Kentucky



level estimated in this report. Determining whether universities could attract this additional
investment would be challenging. Ideally, this issue would be informed by examining the
experiences of other regions that hosted new universities. By measuring economic growth in
these regions before and after the university opened and comparing this change to how the
economy changed in other similar regions that did not host a new university, researchers might
be able to measure a new university’s potential impact.

Given time, this analysis could be done and could provide a better understanding of the potential
economic effect a new 4-year university could have on the southeastern Kentucky region.
However, policymakers should also be aware that there would still be considerable uncertainty
associated with these impacts. Southeastern Kentucky may differ in important ways from other
regions where new universities have been built. These differences might include the rural nature
of the region and the types of degrees offered. These differences could mean that the experience
in southeastern Kentucky could be substantively different than the other regions.

Finally, while appropriating state funds to support the establishment of a 4-year university would
generate additional employment in the region, allocating the funds to support other programs
could also generate additional employment. To the extent that increased employment is a goal,
policymakers might consider the employment foregone by not allocating the funds to other
programs.
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KEY FINDINGS FROM RESEARCH ON STATE STRATEGIES
FOR FINANCING HIGHER EDUCATION

Prepared by the Kentucky Council on Postsecondary Education

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY
2022. https://shef.sheeo.org/report/. https://shef.sheeo.org/data-definitions/#general.

Important Notes:

- CPE staff analyzed finance data published by the State Higher Education Executive Officers
Association (SHEEQ) as part of their State Higher Education Finance (SHEF) report. The SHEF report
provides historical state-level and sector-level data for a wide range of financial metrics.

- SHEEO staff provided additional data for the analysis as some of the required data was not accessible
through SHEEQ'’s website. Furthermore, some measures included in the analysis are CPE staff
calculations created using SHEF data elements.

- The SHEF report contains three index measures which can be used to adjust the raw state-level and
sector-level data. These include (1) the Higher Education Cost Adjustment (HECA), (2) Cost of Living
Index (COLI), and (3) Enrollment Mix Index (EMI). All data in the analysis was adjusted for inflation
using the HECA and is in constant 2022 dollars. Furthermore, to account for interstate differences
and improve comparability, COLI and EMI also adjusted all state-level data. All sector-level data was
adjusted for inflation using HECA and to account for interstate differences using COLI, per SHEEO
guidance.

- Itisimportant to note that the data and findings below are presented at the state- and sector-level
as this is how the SHEF data is made available. While it is beneficial to examine aggregated financial
data from institutions at these levels, it must be recognized that the experience of the individual
institutions comprising the data may vary significantly.

- See Appendix for relevant visualizations of the findings shown below.
Data Definitions:

- State and local support consists of state tax appropriations and local tax support plus additional non-
tax funds (e.g., lottery revenue) that support or benefit higher education, and funds appropriated to
other state entities for specific higher education expenditures or benefits (e.g., employee fringe
benefits disbursed by the state treasurer). State and local support for 2009-2012 and 2020-2022 also
includes federal stimulus funding provided to stabilize these sources of revenue for higher education.

- Education appropriations is a measure of state and local support available for public higher
education operating expenses and student financial aid excluding research, hospitals, and medical
education (RAM). State-level education appropriations include total federal stimulus funding. Sector-
level education appropriations include any portion of federal stimulus funding allocated specifically

to each sector.


https://shef.sheeo.org/report/
https://shef.sheeo.org/data-definitions/#general

- General public operations are any state and local support for public higher education institutions
and agencies, excluding RAM, financial aid, and non-credit and continuing education. Federal
stimulus funding is not included.

- Public financial aid is any state appropriated student financial aid for public institutions, excluding
loans and aid for students attending medical schools.

- Net tuition revenue is gross tuition and fee revenue less state-funded student aid, institutional
tuition discounts and waivers, and tuition revenue paid by medical students. Federal financial aid is

not backed out.
Summary Statements (As of fiscal year 2022):

- State and local support for higher education in Kentucky depends much more on non-tax revenues
(e.g., lottery proceeds) than other states. Kentucky ranks 3™ for the share of support from this
source.

- Kentucky allocates a smaller share of its state and local support for higher education for general
operations at the institutions compared other states, ranking 45t overall.

- Kentucky allocates a larger share of state and local support to students attending
independent/private institutions and those enrolling out-of-state than most other states, ranking 3"
overall.

- Kentucky has experienced a decline in education appropriations per FTE since the previous
enrollment peak in fiscal year (FY) 2011 while the U.S. and SREB saw substantial growth over this
period.

- Kentucky’s support for general public operations per FTE decreased from the previous FTE
enrollment peak in FY 2011 while per FTE support for general public operations increased for all
adjacent states, the SREB, and U.S.

- Kentucky’s financial aid for students attending its public institutions per FTE is significantly higher
than the SREB and U.S. averages.

- Net tuition revenue per FTE at Kentucky institutions substantially exceeds the SREB and U.S.
averages. Net tuition revenue per FTE is net of state and institutional aid but federal financial aid is
included.

- Kentucky’s State and local support for 2-year sector operations per FTE ranks among the lowest

nationally (6t") while public financial aid support for the 2-year sector ranks among the highest (3™).



KEY FINDINGS

Governmental Sources of State and Local Government Support for Higher Education

- Asof FY 2022, Kentucky gets 74.9% of its revenue for higher education from state tax appropriations.
The next largest source of funding comes from non-tax support (e.g., lottery proceeds, tobacco
settlements, gaming revenues) at 22.5%. The share of revenues from tax appropriations is
significantly lower than the average for the SREB and U.S.

- Overall, Kentucky ranks 44th, 27th, and 3rd, nationally, for the percent of total state and local
support for higher education that comes from state tax appropriations, local appropriations, and

non-tax support, respectively.
Uses of State and Local Government Support for Higher Education

- Asof FY 2022, Kentucky allocates relatively less of its state and local funding for higher education to
support general operations at institutions than the SREB and U.S. averages at 66.3%. This share is
nearly 5% points below the SREB and 12.2% below the U.S.

- Kentucky allocates a larger share of state and local support to other financial aid, which consists of
aid to students attending independent/private institutions and students enrolling out-of-state, at
7.1%. This compares to 3% for the SREB and 2% for the U.S.

- Asof FY 2022, Kentucky ranks 45th for the percent of state and local support uses to support general
operations at public institutions, 7th for the percent used for financial aid to public institutions, 34th
for the percent used to support research, agriculture, and medical activities at the institutions, and
3rd for the percent used for other financial aid.

- Asof FY 2022, the share of support for the 2-year sector used for state public financial was
substantially higher than the SREB, U.S., and all surrounding states, except for Tennessee, at 25.8%,
while the share of state and local support for operations was much lower than the SREB and U.S. as

well as every adjacent state except for Tennessee.
Education Appropriations per FTE

- Asof FY 2022, Kentucky’s education appropriations per FTE are lower than the SREB average
($9,612) and U.S. average ($10,237) at $9,022.

- FY 2011 was the previous FTE enroliment peak for Kentucky, the SREB, the U.S. From FY 2011 to FY
2022, Kentucky reported a negative percent change (-2.6%) in education appropriations per FTE. The
SREB and U.S. saw 11.9% and 22.7% increases in education appropriations per FTE, respectively, over
this same period.

- Asof FY 2022, education appropriations per FTE for the 2-year sector was below the U.S. average of
$10,141 and the SREB average of $8,175 at $7,228.



General Public Operating Appropriations per FTE

- Asof FY 2022, state and local support for general operations at public institutions per FTE was below
the SREB ($8,035) and U.S. ($9,006) averages at $7,301.

- Kentucky’s support for general public operations per FTE decreased from the previous FTE
enrollment peak in FY 2011 by -3.6%. All surrounding states and the SREB and U.S. increased per FTE
support for general public operations.

- Asof FY 2022, state and local support for operations at 2-year institutions per FTE was $5,348. This is
among the lowest nationally, ranking as the 6th lowest.

Public Financial Aid Per FTE

- Asof FY 2022, Kentucky’s support for public financial aid per FTE was significantly above the SREB
average ($1,184) and U.S. average ($990) at $1,690.

- Kentucky’s public financial aid per FTE has exceeded the SREB and U.S. averages for most of the
period from FY 2001 to FY 2022 and has increased significantly since the Great Recession.

- Asof FY 2022, Kentucky’s 2-year sector state public financial aid per FTE was 3rd, nationally, at
$1,855. This is above the SREB average of $619 and the U.S. average of $562.

Net Tuition Revenue Per FTE

- Asof FY 2022, Kentucky’s net tuition revenue per FTE substantially exceeded the U.S. average of
$7,244 and SREB average of $7,400 at $9,725.

- The impact of CPE’s tuition and fee ceilings can be clearly seen from FY 2010 on as net tuition
revenue per FTE growth slows, flattens, and eventually declines. Large tuition and fee sticker price
increases from FY 2001 to FY 2009 still affect the level of net tuition revenue per FTE today.

- Asof FY 2022, net tuition revenue per FTE for the 2-year sector was $4,438. This is well-above the
SREB at $2,976 and the U.S. at $2,577.



SUPPORTING CHARTS

Sources of State and Local Support for Higher Education
Fiscal Year 2022

M % Tax Appropriations M % Local % Other Support
M % Non-Tax [ % Endowment
Kentucky 74.9% 22.5%

1 1 1 1 1 1 1 1 1 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Virgina 92.8% 7.2%
Ohio L A 8.2%
lllinois 85.3% 14.7%
Tennessee 80.0% 20.4%
Missouri 76.7% 10.2% 15.0%
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Kentucky 74.9% 22.5%
SREB 81.2% 87% 71.7%
us. 84.2% 10.7%

1 1 1 1 1 1 1 1 1 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Motes: Percentages may add up to more than 100% due to funds that were returned to the state or spread over other years. Nan-tax support includes
funding under state auspices for appropriated non-tax state support set aside by the state for higher education. These may include, but are not limited
fo, monies from lotteries (including lottery scholarships), tobacco settlements, casinos, or other gaming sources.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022. Boulder, CO.



National Rankings of Sources of State & Local Support for Higher
Education
Measured as a Percent of Total State and Local Support in Descending Order; Fiscal Year 2022
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Uses of State and Local Support for Higher Education

Fiscal Year 2022

M % General Operating M % RAM 71 % Other Uses
M % Public Financial Aid M % Other Financial Aid

Kentucky 15.4% 9.8% 7.1%

0% 10% 20% 30% 40% 50% 60% T0% 80% 90% 100%

lllinois 88.8%

Missouri 88.0%

Ohio 83.4%
Virginia 13.0% 9.7%
Indiana 67.9% 12.9% 14.4%
Tennessee 58.4% 20.7% 16.3%
Vi 56.5% 15.2% 25.4%

0% 10% 20% 30% 40% 50% 60% T0% 80% 90% 100%

Kentucky 66.3% 15.4% 9.8% 7.1%

SREB 71.2% 10.5% 14.8%

78.5% 8.6% 10.1%

0% 10% 20% 30% 40% 50% 60% T0% 80% 90% 100%

Notes: Research, Agriculture, and Medical (RAM) includes the portion of total state and local apprapriations targeted by legislative budget line-item
identification or institutional designation for the direct operations of research, agnculture, public health care services, and medical schoaols. Other
Financial Aid includes state financial aid to students attending independent/private institutions and out-of-state institutions.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022 Boulder, CO.



National Rankings of Uses of State & Local Support for Higher Education
Measured as a Percent of Total State and Local Support in Descending Order; Fiscal Year 2022
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Education Appropriations Per Full-time Equivalent Student
Fiscal Year 2022
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Note:
- Education appropriations includes state and local support available for public higher education operating expenses and student financial aid excluding research, hospitals,

and medical education (RAM). State-evel education appropriations include total federal stimulus funding.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enrolliments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjustad to account for interstate differences
using the Cost of Living Index (COLI) and Enrollment Mix Index (EMI).

- The Southem Regional Education Board (SREE) is a nonpartisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



Education Appropriations Per Full-time Equivalent Student and Full-time Equivalent Enroliment
Fiscal Year 2011 to 2022

Change
Fiscal Year 2011 to
State 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 22
Kentucky ~ Education Appropriations Per FTE |~ $9.261  $8729  $8549 $8465 $8409 $8146 $8275 $8345 $8161 $8201 $8504  §9,022
Net FTE Enrollment 160K 150K 155K 155K 153K 149K 147K 145K 142K 140K 138K 134K -16.38%
llinois  Education Appropriations Per FTE | $14058 $14975 $16975 $17.054 $17585 $14712 §$19.113 $17907 $18426 $19526 $22040 $22970  63.42%
Net FTE Enrollment 393K 385K 373K 363K 352K 342K 328K 315K 307K 303K 282K 281K -28.68%
indiana  Education Appropriations Per FTE | $6466  $6515  $6574 $7.032 $6847 $7.188  $7.031 $6870 §7.127 $6.957 $6.748  $7.004
Net FTE Enrollment WK 2BIK 256K 253K 253K 250K 249K 248K 246K 245K 238K 235K -13.87%
Missouri  Education Appropriations Per FTE | $8492  $7.063  §7.765 §7.734 $8725 $8377 $7.858 47071 $8.086 $9.460 $10753 $11376  33.96%
Net FTE Enrollment 198K 196K 197K 197K 187K 193K 195K 187K 182K 163K 156K 137K -30.79%
Ohio Education Appropriations Per FTE | $6566  $6,140  $6,055 $6.142 $6973 §7306 §$7.320 §7.284 S7.116  $6.970 $8002  §7.214
Net FTE Enrollment 461K 424K 401K 402K 394K 389K 391K 387K 386K 385K 374K 369K -20.02%
Tennessee Education Appropriations Per FTE | $10,121  $8409  $8584  $9579 $9531 $9.929 $10582 $10814 $11312 $12016 $12.874 $12354  22.06%
Net FTE Enrollment 194K 191K 189K 182K 179K 183K 182K 183K 184K 185K 179K 173K -10.70%
Virginia  Education Appropriations Per FTE | $6.749  $5416  $5653 95822 95809 96061 $6689 $6415 96663 $7775 §7.651 $8.283  2273%
Net FTE Enrollment 32K 326K 320K 318K 314K 310K 305K 303K 302K 302K 209K 289K -10.24°
West  Education Appropriations Per FTE ~ $6499 85506  $6571 $6106 $5052 $5542 $5588 $5420 95736 $6494 $6676  $7.200
VI et FTE Enroliment 81K 80K 78K 76K 73K  TIK 70K 69K 67K  BSK 62K 59K -27.43%
SREB  Education Appropriations Per FTE | $8593  $7.790  §7.708 $8138 $8217 $8257 $8359 $8403 $8528 $8.864 $9.098  $9.612
Net FTE Enrollment 444K 4451K  4372K  4305K 426K 4.254K  4250K 4271K  4292K 4293K  4,194K  4,080K
us. Education Appropriations Per FTE | $8.345  $7.610 $7.754 $8130 $8456 $8511 $8686 $8730 $8950 $9.305 $9.762 $10237  22.67%
Net FTE Enrollment 11655 11521K 11321K 11208k 11.121K 11,087K 11.057K 11.039K 10991K 10920k 10573K 10307K -1157%
Notes:

- Education appropriations includes state and local support available for public higher education operating expensas and student financial aid excluding research, hospitals, and medical education (RAM). State-level education
appropriations include total federal stimulus funding.

- FTE Enroliment is enrollment equal to one student enrolled full ime for one academic year, calculated from the aggregate number of enrolled credit hours (including summer session enroliments). Excludes non-credit or
non-degree program and medical school enrollments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI) and Enrallment
Mix Index (EMI).

- The Southemn Regional Education Board (SREE) is a nonpartisan, nonprofit interstate compact headquartered in Atlanta. The members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland,
Mississippi, Morth Carolina, Oklahoma, South Caroling, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022. Boulder, CO.



General Public Operating Appropriations Per Full-time
Equivalent Student

Fiscal Year 2022
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Note:

- General public operating appropriations are any state and local support for public higher education institutions and agencies, excluding RAM, financial aid, and non-credit
and continuing education. Federal stimulus funding is not included.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enrolliments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjustad to account for interstate differences
using the Cost of Living Index (COLI) and Enrollment Mix Index (EMI).

- The Southem Regional Education Board (SREE) is a nonpartisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



General Public Operating Appropriations Per Full-time Equivalent Student & Full-time Equivalent Enrollment
Fiscal Year 2011 to 2022

Fiscal Year
State 011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
Kentucky  General Public Operations Per FTE |~ $7576  $7.550  $7.353 $7213 §7.131 $6760 $6865 $6831 $6.622 $6616 96524  $7.301
Net FTE Enrollment 160K 159K 155 155K 153K 149K 147K 145K 142K 140K 138K 134K
llinois  General Public Operations Per FTE $13336 $14171 $16213 $16310 $16.865 $14073 $18380 $16999 $17523 $18507 $20753 $21.729
Net FTE Enrollment 393K 385K 373K 363K 352K 42K 328K 315K 307K 303K 282K 281K
Indiana  General Public Operations Per FTE ~ $5544  $5471  $5515 $5869 $5695 $6,008 95841 $5554 $5858 $5738  $5457 95787
Net FTE Enrollment 273K 263K 256K 253K 253K 250K 249K 248K 246K 245K 238K 235K
Missouri  General Public Operations Per FTE |~ $7.704  $7463  $7.238  $7187 $8.043 $7677 $7.134 $7257 §7.359 $8643 $8673 $10.058
Net FTE Enrollment 198K 196K 197K 197K 187K 193K 195K 187K 182K 163K 156K 137K
Ohio General Public Operations Per FTE ~ $5432  $5946  $5823  $5912 $6725 $7031 $7058 $6997 $6815 $6636 96945  $6,791
Net FTE Enrollment M61K 424K 401K 402K 394K 389K 391K 387K 386K 385K 374K 369K
Tennessee General Public Operaions Per FTE~ $7.981  $6.248  $6417  $7.460 $7.388  $7.340 $7.723 $8077 98405 59025 $9535 $9.120
Net FTE Enrollment 194K 191K 189K 182K 179K 183K 182K 183K 184K 185K 179K 173K
Virginia  General Public Operations Per FTE~ $5.352  $4704  $4097 $5135 $5221 $5353 $5856 $5575 $5771 $6090 $6584  $6.697
Net FTE Enrollment 3K 36K 320K 318K 314K 310K 305K 303K 302K 302K 299K 289K
West  General Public Operafions Per FTE~ $4631  $5150  $5187  $4723 $4648 $4248 $4150 $4016 $4332 $4954 $5240 5314
Virginia et FTE Enrollment 8K 80K 78K 76K 73K 71K TOK 69K 67K  B5K 62K 59K
SREB  General Public Operations Per FTE~ $7.178  $6920 $6856 $7.203 §$7.346 $7.310 §$7.417 $7354 §7425 7611 §$7645 $8035
Net FTE Enrollment 4441K  4451K  4372K  4305K  4256K 4254K 4250K 4271K  4202K 4203K 4194K  4080K
US. General Public Operaions Per FTE ~ $7313  $6,874  $7080 §7.418 97688 S7730 $7934 §7.914 $8109 $8267 $8431  $9,006
Net FTE Enrollment 11655K 11521K 11321K 11206K 11121K 11087K 11.057K 11,039 10991K 10820K 10573K 10.307K
Motes:

Change
2011 to
2022

-16.38%
62.94%
-28.68%

-13.87%
30.55%
-30.79%
25.01%
-20.02%

-27.43%

- General public operating appropriations are any state and local support for public higher education institutions and agencies, excluding RAM, financial aid, and non-credit and continuing education. Federal stimulus funding is

not included.

- FTE Enroliment is enroliment equal to one student enrolled full ime for one academic year, calculated from the aggregate number of enrolled credit hours (including summer session enraliments). Excludes non-credit or

non-degree program and medical school enroliments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI) and Enrollment

Mix Index (EMI).

- The Southem Regional Education Board (SREB} is a nonpartisan, nonprofit interstate compact headquartered in Atlanta. The members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland,

Mississippi, Morth Carolina, Oklahoma, South Caroling, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022. Boulder, CO.



Public Financial Aid Appropriations Per Full-time Equivalent
Student

Fiscal Year 2022
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Note:

- State public financial aid is any state appropriated student financial aid for public institutions, excluding loans and aid for students attending medical schools. For many
states, it includes aid for both tuition costs and living expenses. In several states, financial aid may include unawarded funds that were reverted back to the state.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enrolliments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjustad to account for interstate differences
using the Cost of Living Index (COLI) and Enrollment Mix Index (EMI).

- The Southem Regional Education Board (SREE) is a nonpartisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



Public Financial Aid Appropriations Per Full-time Equivalent Student & Full-time Equivalent Enrollment
Fiscal Year 2011 to 2022

State
Kentucky

llinois

Indiana

Missouri

Ohio

Tennessee

Virginia

West

Virginia

SREB

u.s.

Motes:

Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment
Public Financial Aid Per FTE
Net FTE Enrollment

201
$1,160

160K
$720
393K
$922
273K
$463
198K
$218
451K
$2,139
194K
$588
322K
$1,204
81K
$947
4 441K
$718

2012
$1,170

158K
$803
385K
§1,043
263K
$500
196K
$194
424K
$2,161
191K
$622
326K
$1,354
80K
5847
4451K
§724

2013
$1,196

155K
$782
I
$1,059
256K
$527
197K
$232
401K
$2167
189K
$656
320K
$1,384
78K
$852
4.372K
$674

2014
$1,252

155K
$744
363K
$1,163
253K
$547
197K
$230
402K
$2.119
182K
$687
318K
$1,382
76K
5844
4,305K
§712

11.855K 11521K 11,321K 11,208K

2015
$1,.278

153K
$720
352K
$1,152
253K
$682
187K
$248
394K
$2,143
179K
$678
314K
$1,404
73K
$871
4, 256K
§768

Fiscal Year
2016 2017
$1,386  $1,410
149K 147K
$639 $733
342K 328K
$1,180  $1,190
250K 249K
$700 $724
193K 195K
$275 $263
389K 391K
$2589 52,859
183K 182K
$708 $833
310K 305K
$1,394  $1,428
71K TOK
5947 $942
4.254K  4,250K
$780 $751

2018
$1514

145K
$909
315K
$1,316
248K
§713
187K
$288
387K
$2,737
183K
$840
303K
$1.413
69K
$1,048
4.271K
$815

MAANK 11.087K  11,057K  11,039K

2019
$1,539

142K
$903
307K
§1,269
248K
$r28
182K
$301
386K
$2,907
184K
$892
302K
§1,405
67K
$1,102
4,292K
$850

2020
$1,675

140K
$1,019
303K
$1,220
245K
$817
163K
$335
385K
$2,991
185K
$917
302K
$1413
65K
$1,152
4, 203K
$902

2021
$1,643
138K
$1,084
282K
$1,233
238K
$867
156K
$329
IT4K
$3,309
179K
$990
299K
$1436
62K
$1,173
4,194K
$971

2022
$1,690

134K
$1,077
281K
$1,096
235K
$1,073
137K
$350
369K
$3,234
173K
$1,202
289K
$1,431
59K
$1,184
4,080K
$990

10991K  10920K 10,573K 10,307K

-13.87%
131.75%
-30.78%

60.55%
-20.02%

51.19%
-10.70%
104.42%

-10.24%

-27.43%

- State public financial aid is any state appropriated student financial aid for public institutions, excluding loans and aid for students attending medical schools. For many states, it includes aid for both tuition costs and living
expenses. In several states, financial aid may include unawarded funds that were reverted back to the state.
- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer session enroliments). Excludes non-cradit or
non-degree program and medical school enroliments, but includes coursework in vocational or technical programs.
- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI) and Enrollment
Mix Index (EMI).
- The Southem Regional Education Board (SREE) is a nonpartisan, nonprofit interstate compact headquartered in Alanta. The members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Lovisiana, Maryland,
Mississippi, Morth Carolina, Oklahoma, South Carolina, Tennesses, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022. Boulder, CO.



Net Tuition Revenue Per Full-time Equivalent Student
Fiscal Year 2022
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Note:

- Met Tuition Revenue is gross tuition and fee revenue less state-funded student aid, institutional tuition discounts and waivers, and tuition revenue paid by medical students.
- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enroliments, but includes coursework in vocational or technical programs.

- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjustad to account for interstate differences
using the Cost of Living Index (COLI) and Enrollment Mix Index (EMI).

- The Southern Regional Education Board {SREE) is a nonpartisan, nonprofit interstate compact headquartered in Atlanta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Caralina, Oklahoma, South Caroling, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



State
Kentucky

lllinois

Indiana

Missouri

Ohio

Tennessee

Virginia

West

Virginia

SREB

us.

Notes:

Net Tuition Revenue Per Full-time Equivalent Student & Full-time Equivalent Enrollment
Fiscal Year 2011 to 2022

Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment
Net Tuition Revenue Per FTE
Net FTE Enrollment

2011
$9,579
160K
$6,999
303K
$8,937
273K
$7,320
198K
$8,731
461K
$6,465
194K
$7614
322K
$6,610
81K
$5,729
4441K
$6,050
11,655K

2012
$9,612
158K
$7,320
385K
$10 497
263K
$7.806
196K
$10,129
424K
$7,351
191K
$8,309
326K
$6,981
80K
$6,197
4 451K
$6,514
11.521K

2013
$10,092
155K
$8,045
31K
$10,794
256K
$7.825
197K
$10,852
401K
$7.745
188K
$8,660
320K
$6,911
78K
$6,621
4.372K
$6,944
11.321K

2014
$10,162
155K
$8,300
363K
$10,721
253K
$8,118
197K
$10,454
402K
$8,400
182K
$8,391
318K
$7.907
76K
$6,778
4,305K
$7.094
11,206K

2015
$10,341
153K
$8,786
352K
$10,878
253K
$8,465
187K
$10,636
394K
$8,679
179K
$8,658
314K
$8,148
73K
$7.025
4, 256K
§7.270
1M1121K

Fiscal Year
2016 2017
$10371  $10,511
149K 147K
$9,117  $9,258
342K 328K
$11.073  $11,034
250K 249K
$8,008  §7.144
193K 195K
$10642 $10418
389K 391K
$8,307  $8,054
183K 182K
$9.025  $9.127
310K 305K
$8,568  $8,530
71K 70K
$7810 §$7.715
454K 4250K
§7568  §7,691
11,087 11,057K

2018
$10,442
145K
$9,337
3K
$10,879
248K
$7472
187K
$11,288
387K
$8,184
183K
$9,360
303K
$8,704
69K
§7.722
4. 271K
§7,745
11.039K

2019
$10,250
142K
$9.217
307K
$10,895
248K
$7.940
182K
$10,267
386K
$7.780
184K
$9.463
302K
$8,358
67K
$7.546
4, 292K
$7.500
10,991K

- Net Tuition Revenue is gross tuition and fee revenue less state-funded student aid, institutional tuition discounts and waivers, and tuition revenue paid by medical students.
- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer session enroliments). Excludes non-credit or
non-degree program and medical school enroliments, but includes coursework in vocational of technical programs.
- Dollar amounts are in constant 2022 dollars as adjusted by the Higher Education Cost Adjustment (HECA). Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI) and Enrollment
Mix Index (EMI).
- The SDu‘[hernJF{egionaI Education Board (SREB) is a nonpartisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware, Florida, Georgia, Kentucky, Louisiana, Maryland,
Mississippi, Morth Carolina, Oklahoma, South Caroling, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (20:23). State Higher Education Finance: FY 2022. Boulder, CO.

2020
$10,281
140K
$8,934
303K
$10,958
245K
$8,182
163K
$10,563
385K
$7,629
185K
$9.404
302K
$8,185
65K
$7.515
4, 293K
§7.511
10,920K

201
$9.,920
138K
$9,361
282K
$10,999
238K
$8,003
156K
$10,236
374K
$7,156
178K
$9.345
299K
$8,051
62K
$7.430
4.194K
$7.320
10,573K

2022
$9.725
134K
$9.433
281K
$11,299
235K
$8.497
137K
$9.708
369K
$7,255
173K
$8.936
289K
$8,235
50K
$7.400
4,080K
§7.244
10.307K

Change
2011 to
2022

-16.38%
34.78%
-28.68%
26.43%
-13.87%
16.08%
-30.79%

14 400

20.02%
12.22%
10.70%
17.36%
10.248
24.58%
27.43%
29.17%

19.74%
-11.57%



Kentucky Public Postsecondary Institutions

Annual Change in Resident Undergraduate Tuition and Fees
Academic Years 2000-01 through 2023-24
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Source: Council on Postsecondary Education, Comprehensive Database.



State and Local Support for 4-year Higher Education Institutions
Fiscal Year 2022

B % State Operating for Four Year Institutions [ % State Public Financial Aid for Four Year Institutions
B % Local Operating for Four Year Institutions [ % RAM for Four Year Institutions
Kentucky 68.2% 3.1% 14.8% 13.8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 890% 100%

Missouri 91.9% T.4%

Ohio 81.6% 52% 13.2%
Virginia 0.7% 13.2% ER
Indiana 65.9% 14.6% 19.5%

Tennessee 58.7% 16.5% 24.8%
Vig{sis; 52.5% 15.8% 31.7%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Kentucky 68.2% 31% 14.8% 13.8%

SREB 65.7% 12.3% 21.3%

72.5% 10.8% 16.5%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Notes:

- Four-year Public Operating includes total state suppaort, net of any funds included in agency funding, state financial aid, or RAM, allocated to public four-year institutions (per
Camegie definitions).

- Four-year Public Financial Aid includes allocations to state scholarships or other state financial aid for students attending four-year public institutions (per Camegie
definitions).

- RAM includes the poriion of total state and local appropriations targeted by legislative budget line-item identification or institutional designation for the direct operations of
research, agriculture, public health care services, and medical schools.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



State and Local Support for 2-year Higher Education Institutions
Fiscal Year 2022

B % State Operating for Two Year Institutions [ % State Public Financial Aid for Two Year Institutions
B % Local Operating for Two Year Institutions

Kentucky 74.2% 25.8%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Indiana 88.4% 11.6%

West

Virginia 83.1% 16.9%

Virginia 81.6% 17.5%

Ohio 68.3% 31.2%

Tennessee 59.6% 40.4%
Ninois 47.7% 49.5%
Missouri 39.6% 46.3% 14.1%

I I I I 1 1 1 I I I
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Kentucky 74.2% 25.8%
SREB 62.7% 29.7% 7.7%
us. 62.4% 32.0% 5.6%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Notes:

- Two-year Public Operating includes total state support, net of any funds included in agency funding or state financial aid, allecated to public Carnegie Associate’s Colleges,
Mixed Baccalaureate/ Associate’s Colleges, Special Focus Two-Year Institutions, Technical Colleges, and those that are considered “less-than-two-year” but are not in the
Camegie Classification.

- Twa-year Public Financial Aid includes allocations to state scholarships or other state financial aid for students attending public Camegie Associate's Colleges, Mixed
Baccalaureate/Associate's Colleges, Special Focus Two-Year Institutions, Technical Colleges, and those that are considered “less-than-two-year” but are not in the Camegie
Classification.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



Education Appropriations for 4-year Institutions Per Full-time Equivalent Student

Fiscal Year 2022

$30.0K _
Adjacent States
[ Kentucky
M SREB
HuUs.
$20.0K B Other
(23]
<o 2 852
$10.0K ) S+ o 223
. - Ll o o
3 Py
$0.0K IIIIIII III IIIIIIIII II
RERSECCESESSCh B CEREREEERERESEEE
LTI EE A LR R F) LRl | LR L
=528 §§§§ =5 82 £ ==% “== 8
g& =2 3 3 2 =

$10,373

Missour

Massachusetts Iy

$23,497

$11,751

Hawail [y
Florda Iy
Connecticut I
Morth Carlina [
Georgia I
New York [
Hew Mexico [
Alaska [
Wyoming I

llinais

Mebraska

Tennessee

Washington I

Education Appropriations for 2-year Institutions Per Full-time Equivalent Student

Fiscal Year 2022
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Oregon

Califomia FE——
New York [
Kansas [
Delaiare
$12,482
Atizona EE
Michigan [
Hawail E
Wyaming
Connecticut Fmm
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Nebraska [
e Meico

- Sector-level Education Appropriations are a measure of state and local support available for public higher education operating expenses and student financial aid, excluding
appropriations for research, hospitals, and medical education. Sector-level education appropriations include any portion of federal stimulus funding allocated specifically to

each sector and do not include agency funding.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enroliments, but includes coursework in vocational or technical programs.

- Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI).

- The Southern Regional Education Board (SREB) is a nonpartisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



State Public Financial Aid for 4-year Institutions Per Full-time Equivalent Student
Fiscal Year 2022
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State Public Financial Aid for 2-year Institutions Per Full-time Equivalent Student
Fiscal Year 2022
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- Sector-level State Public Financial Aid Appropriations are allocations to state scholarships or other state financial aid for students attending two- and four-year public
institutions, reported separately.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enrollments). Excludes non-credit or non-degree program and medical school enroliments, but includes coursework in vocational or technical programs.

- Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI).

- The Southern Regional Education Board {SREB) is a nonpartisan, nonprofit interstate compact headquartered in Atlanta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Caralina, Oklahoma, South Caroling, Tennessee, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



State and Local Operating Appropriations for 4-year Institutions Per Full-time

Equivalent Student
Fiscal Year 2022
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State and Local Operating Appropriations for 2-year Institutions Per Full-time

Equivalent Student
Fiscal Year 2022
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- Sector-level State and Local Cperating Appropriations is a calculated field equal to the sum of Sector-level State Public Operating Appropriations and Sector-level Local
Appropriations. Sector-level State Public Operating Appropriations are a measure of state suppart directly allocated to public two- and four-year institutions. State operating
excludes federal stimulus, local appropriations, agency funding, research, hospitals, and medical education, and student financial aid. Sector-level Local Appropriations are

those from local government taxes to public two- and four-year institutions for operating expenses.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enrolliments, but includes coursework in vocational or technical programs.

- Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI).

- The Southern Regional Education Board (SREB) is a nonparfisan, nonprofit interstate compact headquartered in Atianta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Carolina, Oklahoma, South Carolina, Tennessee, Texas, Virginia and West \irginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022, Boulder, CO.



Net Tuition Revenue for 4-year Institutions Per Full-time Equivalent Student
Fiscal Year 2022
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Net Tuition Revenue for 2-year Institutions Per Full-time Equivalent Student
Fiscal Year 2022
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Notes:

- Met Tuition and Fee Revenue is gross tuiion and fee revenue less state-funded student aid, institutional tuition discounts and waivers, and tuition revenue paid by medical
students. This is a measure of the resources available from tuition and fees to support instruction and related operations at public higher education institutions and includes
revenue from in-state and out-of-state students as well as undergraduate and graduate students.

- FTE Enroliment is enroliment equal to one student enrolled full time for one academic year, calculated from the aggregate number of enrolled credit hours (including summer
session enroliments). Excludes non-credit or non-degree program and medical school enrollments, but includes coursework in vocational or technical programs.

- Dollar amounts are adjusted to account for interstate differences using the Cost of Living Index (COLI).

- The Southern Regional Education Board {SREB) is a nonpartisan, nonprofit interstate compact headquariered in Atlanta. The members are Alabama, Arkansas, Delaware,
Florida, Georgia, Kentucky, Louisiana, Maryland, Mississippi, North Caralina, Oklahoma, South Caroling, Tennesses, Texas, Virginia and West Virginia.

Source: State Higher Education Executive Officers Association. (2023). State Higher Education Finance: FY 2022. Boulder, CO.
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ESTIMATED IMPACTS OF THE HYPOTHETICAL INSTITUTION
ON PUBLIC UNIVERSITIES

Prepared by the Kentucky Council on Postsecondary Education

Hypothetical Institution Enrollment Projections

CPE crafted three projected enrollment scenarios to demonstrate potential changes in the number of full-
time equivalent students (FTE) at the institution, considering the impact that the new institution's presence
might have on the existing student flow. Although accurately predicting the impact of a new hypothetical
institution on current and prospective students' behavior is challenging, CPE's enrollment projections employ
six metrics that represent student flows from the region to postsecondary institutions to forecast how
potential incremental shifts in student behavior might influence enrollment at the hypothetical institution.

It is important to note that none of these metrics capture potential changes in the behavior of students that
are already enrolled at four-year postsecondary institutions but may leave their institutions to enroll at the
new hypothetical institution. Additionally, any potential enrollment impact from changes in the behavior of
out-of-state students is not included. It is also important to understand that these projections are contingent
upon the underlying assumptions being met. As such, the enroliment estimates calculated in CPE’s model
could vary from those actually experienced by the new institution.

=  College-going rate. Determines the impact on enrollment at the institution from changes in the
number of students enrolling directly out of high school.

= Annual increase in high school FTE students. Captures additional enrollment resulting from dual
credit participation.

=  Percent of 20- to 29-year-olds in the region enrolled in postsecondary education. Accounts for
enrollment changes due to non-traditional students from the region.

=  First- to second-year retention rate. Reflects enroliment impacts from retaining students from their
first- to second-year.

=  Percent of postsecondary students from the region enrolling at institutions outside the region.
Captures enrollment from changes to the number of students that leave the region for
postsecondary education.

=  Percent of enrollment that transfers to four-year institutions outside the region. Determines
enrollment from changes to the number of students that transfer to institutions outside the region.

The three scenarios reflect the different enrollment outcomes that could result if there are: (1) minimal
improvements to any of the student flow metrics, (2) moderate improvements, and (3) substantial
improvements. Enrollment is projected for each scenario for seven years. Figure 1 shows the expected values
of the six metrics under each scenario at the end of the period, with Scenario 1 representing the status quo
exception for the 5% annual increase in high school FTE students. It is assumed that improvements in the
metrics relative to the baseline occur linearly over the period. Additionally, at the time of this analysis, fall
2023 FTE enrollment data for HCTC was unavailable. As such, CPE staff used HCTC's fall 2022 FTE enrollment
of 1,356 as the baseline for each scenario.



Figure 1. Student Flow Metric Assumptions for Enrollment Projections by Scenario

Assumed Values in Year 7
Scenario 1: Scenario 2: Scenario 3:
Student Flow Metric ! ! :
Minimal Moderate Substantial
Improvement Improvement Improvement
College-going rate 54.5% 58.3% 62.0%
Annual increase in high school FTE students 5.0% 5.0% 5.0%
Percent of 20- to 29-year-olds in the region
_ Y neree 11.4% 14.8% 16.9%
enrolled in postsecondary education
First- to second-year retention rate 54.5% 65.7% 77.0%
Percent of postsecondary students from the
region enrolling at institutions outside the 53.7% 40.3% 26.9%
region
Percent of enrollment that transfers to four-
PR . . 6.4% 4.8% 3.2%
year institutions outside the region
Estimated Additional FTE Enrollment in Year 7 87 617 1,081
Estimated Total FTE Enrollment in Year 7 1,443 1,973 2,437

Figure 2 shows CPE’s enrollment projections for the hypothetical institution. Without any improvement to
the underlying student flow metrics, enrollment is projected to increase by 87 FTE students in Year 7. This
small growth is due to the annual increase in the level of participation in dual credit included in the
assumptions. Absent increased high school enroliments, projected FTE enrollment under the no
improvement scenario would decrease over the period due to the region’s declining population. Under the
moderate improvement scenario, enrollment increases by 617 FTE students over the period. Lastly, under the
most aspirational scenario, enrollment would grow by 1,081 FTE students.

Under the moderate and substantial improvement scenarios by year 7, approximately 44% to 50% of the
additional FTE enrollment come from student flows that do not adversely affect the existing universities.
These sources of potential students include increases in the number of dual credit students, the region’s
college-going rate, the institution’s first- to second-year retention rate, and the number of adults aged 20 to
29 enrolled in postsecondary education. In CPE’s model, approximately 50% to 56% of the additional FTE
enrollment at the hypothetical institution would have a negative impact on existing institution enrollment as
it retains more four-year seeking, first-time students and transfer students in the region.



Figure 2. Projected FTE Enroliment by Scenario

Minimal Improvement Moderate Improvement —Substantial Improvement
Baseline Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
3,000 »
2500 2,437
2,000 1,973
1500 | 1,356 1,443
1,000
500
0

Source: CPE Data, Research and Advanced Analytics Unit.

As discussed in prior sections of this report, higher education institutions across the U.S. are being affected
by forces including a shrinking number of high school graduates, changes in the public’s perception of the
value of postsecondary credentials, inflationary pressures, evolving workforce demands, strong labor
markets, and more. As a result, higher education is entering a period of contraction with some states opting
to consolidate their public institutions (e.g., Pennsylvania) and some small private institutions choosing to
merge or close.

It is important to note that each of these forces could have adverse impacts on the assumptions that drive
the enrollment projections shown in Figure 2, resulting in a fourth scenario depicting a negative enrollment
trend. Figure 3 shows the college-going rate for the state and the Kentucky River ADD. What happens in the
future with regard to the aforementioned dynamics will further clarify the reasonableness of each enrollment
projection scenario.

Figure 3. College-Going Rate by High School Graduation Year

-8-Average for Kentucky Average for Kentucky River Area Development District
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
0,
634% 0 636y  643%  646%

62.0% 62.0% 61.6% 61.3%

59.0%

61.5%  61.9% 119  61.1%

60.0%  593%  59.2% 58.1% 54.5%

54.0%

51.7%

Source: CPE Data, Research and Advanced Analytics Unit.



Estimated Impacts of the Hypothetical Institution on Public Universities

As part of examining the feasibility of a new four-year, residential university in southeast Kentucky, SIR 98
requires CPE to estimate the potential impact on existing universities.! To accomplish this task, CPE
estimated potential declines in FTE Enroliment that could be experienced by public universities as a result of
the new hypothetical institution.? Understanding the potential effects on enrollment allowed CPE to estimate
the impact on tuition revenue.? CPE also calculated the impacted tuition revenue as a percent of fiscal year
2021-22 Total Tuition Revenue to illustrate the proportionate impact on each institution. It is important to
recognize that, due to a number of underlying assumptions and data limitations, the actual dollar impacts

would likely vary from those estimated in this analysis.

The impact on public university enrollment is determined using headcount enrollment projections for the
number of first-time students from the Kentucky River ADD and transfer students from HCTC in 2022-23.
These two student populations are used because a portion of the hypothetical institution’s projected
enrollment comes from a reduction in the number of these two student populations. Figure 1 shows the
distribution of first-time students from the Kentucky River ADD and transfer students from HCTC across
Kentucky’s public universities. As of academic year 2022-23, Murray State University and Kentucky State
University did not enroll any of these student populations. As such, they are excluded from the rest of the
analysis. Additionally, EKU, MoSU, and UK enroll the most students from the region of the public universities.

This is anticipated given their geographic proximity to the region.

The distribution shown in Figure 4 is used to allocate a headcount enrollment impact on each of the
universities by applying the percentages to the number of students the hypothetical institution is projected
to gain by retaining more first-time and transfer students in the Kentucky River ADD. The impacted
headcount enrollment is then converted into Lost FTE Enrollment. Figures 5 and 6 show the institutions’
estimated Lost FTE Enrollment as it corresponds to Scenario 2 (Moderate Improvement) and Scenario 3
(Substantial Improvement) enrollment projections for the hypothetical institution. Enroliment at EKU, MoSU,
and UK will experience the greatest change based on our projections. It is important to note that this analysis
assumes that student behavior changes in a manner consistent with the enrollment patterns discussed

above.

1 Senate Joint Resolution 98, A JOINT RESOLUTION relating to state administrative bodies, 2023 Regular Session,
https://apps.legislature.ky.gov/record/23rs/sjr98.html

2 Lost FTE Enrollment is calculated by multiplying the projected impact on the institution's headcount enrollment by the ratio of
undergraduate FTE enrollment to undergraduate headcount enrollment for academic year 2022-23, excluding high school
students.

3 Lost Tuition Revenue is calculated by multiplying the institution's projected Lost FTE Enrollment by its academic year 2023-24
per credit hour rate multiplied by 30. The 2023-24 per credit hour rate is equal to the institution's annual tuition and fee rate
for full-time students divided by 30 credit hours and reduced by the university's fiscal year 2020-21 institutional discount rate,
as determined using the most recent data from IPEDS.

4 percent of Total Tuition Revenue is equal the institution's Lost Tuition Revenue divided by its adjusted fiscal year 2021-22
tuition and fee revenue multiplied by 100. Adjusted 2021-22 tuition and fee revenue is the institution's gross tuition and fee
revenue reduced by its fiscal year 2020-21 institutional discount rate, as determined using the most recent data from IPEDS. At
the time of analysis, fiscal year 2021-22 tuition and fee revenue was the most recent available data from the institutions'
audited financial statements.



https://apps.legislature.ky.gov/record/23rs/sjr98.html

Figure 4. First-time and Transfer Enroliments of Students from the Kentucky River ADD

[T ;::ttJ;ReRS:’::IT;;f{: (;;zt?zes) Transfers from HCTC (2022-23)
Number Percentage Number Percentage

Eastern Kentucky University 65 26.2 42 24.0

Morehead State University A6 18.5 28 16.0

University of Kentucky 32 12.9 11 6.3

University of Louisville A 1.6 1 0.6

Northern Kentucky University |5 2.0 9 5.1

Western Kentucky University 2 0.8 4 2.3

Murray State University 0 0.0 0 0.0

Kentucky State University 0 0.0 0 0.0

Other Institutions 94 37.9 80 A5.7

Total 248 175

Figure 5. Estimated Lost FTE Enrollment by Institution for Scenario 2 (Moderate Improvement)
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Figure 6. Estimated Lost FTE Enroliment by Institution for Scenario 3 (Substantial Improvement)

Scenario 3: Estimated Lost FTE Enrollment by Institution
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Once each university’s estimated Lost FTE Enrollment is calculated, the associated Lost Tuition Revenue is
estimated. The analysis assumes each university keeps constant their full-time tuition and fee rate and
institutional discount rate.® Figures 7 and 8 show the estimated Lost Tuition Revenue for each public
university. Despite having a lower level of estimated Lost FTE Enrollment, UK’s estimated Lost Tuition
Revenue exceeds that of MoSU. This is due to a combination of UK’s higher full-time tuition and fee rate and
MoSU’s higher institutional discount rate. The hypothetical institution is projected to have the greatest dollar

impact on EKU in both scenarios.
Figure 7. Estimated Lost Tuition Revenue by Institution for Scenario 2 (Moderate Improvement)

Scenario 2: Estimated Lost Tuition Revenue by Institution
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5 Both rates are determined based on the most recent available data either from CPE’s database or IPEDS.



Figure 8. Estimated Lost Tuition Revenue by Institution for Scenario 3 (Substantial Improvement)
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To illustrate how the budgetary impacts could vary across the universities, CPE compared each institution’s
estimated Lost Tuition Revenue to its fiscal year 2021-22 gross tuition and fee revenue reduced by its fiscal
year 2020-21 institutional discount rate.® This is referred to as each institution’s Total Tuition Revenue.
Figures 9 and 10 show each public university’s estimated Lost Tuition Revenue as a percentage of its Total
Tuition Revenue. As a share of its Total Tuition Revenue, MoSU’s estimated loss is the largest of the public
universities, with EKU’s proportionate loss is the second largest. UK’s estimated Lost Tuition Revenue

represents a relatively small portion of its Total Tuition Revenue.

Figure 9. Estimated Lost Tuition Revenue as a Percent of Adjusted FY 2021-22 Total Tuition Revenue for
Scenario 2 (Moderate Improvement)

Scenario 2: Estimated Lost Tuition Revenue
as a Percent of Adjusted FY 2021-22 Total Tuition Revenue
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6 At the time of analysis, fiscal year 2021-22 was the most recent year audited financial statements were available for the public
universities. Furthermore, fiscal year 2020-21 was the most recent year for which IPEDS data was available to calculate the
universities’ institutional discount rates.



Figure 10. Estimated Lost Tuition Revenue as a Percent of Adjusted FY 2021-22 Total Tuition Revenue for
Scenario 3 (Substantial Improvement)
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CPE’s analysis of the potential impact of the hypothetical institution on existing public universities is limited
to tuition and fee revenues; however, the hypothetical institution could impact state funding at existing
universities through the distribution of funds appropriated to the Postsecondary Education Performance
Fund. To the extent that enroliment at the hypothetical institution reduces enrollment at some existing
universities, all else held constant, distributions to those universities could be affected due to the impact on
credit hour and FTE enrollment-based metrics in the model. Because of the numerous assumptions and
complexities involved, CPE staff chose not to estimate the effect of reduced enrollments on state funding

(performance funding) for existing universities.
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A DESCRIPTIVE EXAMINATION OF

KENTUCKY’S TRANSFER SYSTEM
TRENDS IN TRANSFERS FROM TWO-YEAR TO FOUR-YEAR INSTITUTIONS

Prepared by the Kentucky Council on Postsecondary Education

Introduction

Officially created in 1997, the Kentucky Community and Technical College System (KCTCS) provides Kentucky
students broad access to low cost technical and non-technical education. KCTCS offers a wide array of
technical programs that prepare students for specialized roles in Kentucky’s workforce. In addition to
technical training and workforce development, KCTCS also plays a unique and important role as an entry
point into higher education through degree transfer programs designed for students seeking to obtain a

baccalaureate degree from a four-year institution.

KCTCS offers a wide variety of credentials, but there are specific degree programs intended to transfer to

bachelor’s degree programs at four-year institutions include associate of arts (AA), associate of science (AS),
and associate of fine arts (AFA) degree programs. These programs typically require students to complete 60
credit hours to receive their degree, of which 33 credits must be in general education core classes designed

to facilitate a more seamless transfer to four-year institutions.

Although KCTCS is an integral part of Kentucky’s postsecondary landscape given the provision of technical
education, technical degree program enrollment has seen a substantial decline over the last decade, going
from 48.6% of total enrollment in Academic Year 2012-13 to 34.5% in Academic Year 2022-23. While this
does not account for technical certificate completion, this trend illustrates the increased importance of
transfer program enrollment both for our institutions and our students. Therefore, this brief seeks to

examine the landscape of Kentucky’s transfer trends by utilizing a cohort analysis.

Kentucky’s Transfer Landscape

Kentucky has developed a strong infrastructure to promote and facilitate student transfer from two-year
KCTCS institutions to four-year public institutions across the state. This is formalized not only in the Kentucky
Revised Statute (KRS 164.2951), but also in the 2022-2030 Council on Postsecondary Education’s (CPE)

Strategic Plan where key performance indicators are specified for successful student transfers to four-year

institutions. In 2023, CPE also outlined a strategy to promote transfer student success that emphasizes

meeting student needs, working collaboratively with postsecondary institutions, and minimizing barriers to
transferring institutions and credits. As the state seeks to move from a transfer rate of 58.3% in the current

year to 65% by Academic Year 2023-24, it is imperative that these efforts are sustained and supported.

Beyond Kentucky’s vision and goals for postsecondary transfer, the state has a strong infrastructure built into
its transfer policy to support students seeking a transition to a four-year institution. Although KRS.164.2951
and the accompanying documentation above provide a robust depiction of Kentucky’s transfer policy, a

summary of its primary features is included below:


https://apps.legislature.ky.gov/law/statutes/statute.aspx?id=50209
https://apps.legislature.ky.gov/law/statutes/statute.aspx?id=50209
https://cpe.ky.gov/ourwork/documents/2022-30strategicagenda.pdf
https://cpe.ky.gov/ourwork/documents/2022-30strategicagenda.pdf
https://cpe.ky.gov/policies/academicaffairs/cpe-transfer-strategy.pdf

e Transferability of general education — Kentucky provides a guarantee that 30 credit hours across six
core categories of general education courses will be accepted for transfer. Credit transfer therefore
does not require course-to-course comparisons, which provides a greater deal of flexibility to

establish equivalency.

e  Flexibility — In addition to general education core providing flexibility, there is also an institutional
commitment that any remaining credit will be treated as generously as possible to facilitate seamless

transferability toward degree requirements.

e (Credit outside the classroom — Recognition of courses and standard scores for awarding credit for
AP, CLEP, IB, Cambridge International, and DSST exams.

e Checks and balances — Institutions are required to notify CPE of any changes in programs or learning

outcomes that may impact transferability.

e Quality enhancement — Institutions submit annual reports to CPE regarding assessment methods,

results, and proposed changes to their respective general education program.

e Appeals Process — Students have the ability to appeal decisions regarding the transfer and

acceptance of credits at another institutions.

Collectively, these policies allow for a great deal of flexibility and support for students seeking a transfer to a
new institution in the state. Having discussed the current policy that supports postsecondary transfer across

the state, we now turn our focus to analysis of current trends in transfers using a cohort analysis.

Defining a Transfer Cohort

For the purposes of this analysis, student transfers are examined in cohorts based on their first-time fall
enrollment in transfer degree programs (AA and AS degrees). Similarly, comparisons made for technical
programs (AAS) are based on first-time fall enrollment. This analysis uses cohorts ranging from Academic
Year 2005-06 to Academic Year 2020-21. In addition to this, graduation rates are aligned with nationally
recognized timeframes to determine successful completion based on 150% time. For KCTCS institutions (two-
year institutions), this means graduation rates are calculated based on completion in three years. For four-
year public institutions, graduation rates are based on completion in six years. By defining cohorts and
graduation rates this way, the analysis for each entering cohort has the same frame of reference for success
and improvement over time. This is consistent with the National Association of System Heads’ (NASH)

Transfer Success Improvement Community Workshop in which Kentucky participates.

First-time Enrollment in Transfer and Technical Programs

While both transfer and technical degrees play important, yet distinct roles in Kentucky’s educational and
workforce landscape, the first-time fall enrollment trends across degree types are starkly different. As

discussed above, technical program enrollment (AAS) has declined substantially over the last decade,



suggesting that transfer programs have an increased importance for Kentucky two-year institutions and

Kentucky students.

In our cohort analysis, we see a continued trend of decreasing enrollment in AAS programs over time for first-
time students. From the AAS enrollment peak in Academic Year 2011-2012, first-time AAS enrollment
declined by -53.8% with a consistent decline throughout that period ending in Academic Year 2020-21.
Extending the scope of analysis to Academic Year 2005-06, we see a modest change of 8.0% for AAS
enrollment, pointing toward minimal change over the last 15 years with a declining trend in more recent
years. In contrast to the declines in AAS enrollment, transfer program enrollment (AA/AS) has seen a
substantial growth over time. Compared to Academic Year 2005-06, enrollment in Academic Year 2020-21
was up 148.5%. Figure 1 below shows that this growth was sustained through the 2018-19 Academic Year but
regressed during the COVID-19 pandemic. Still, the prolific growth over this period points to the importance
and popularity of transfer degree programs at KCTCS institutions. As these degrees are intended to be a part
of a larger four-year degree program and may not provide substantial value as standalone degrees, it is it is

vital that the transfer process be clear and readily available to Kentucky students.

Figure 1 | Enroliment in AAS and AS/AA Degrees,
2005-06 to 2020-21
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Source: Kentucky Postsecondary Education Data System (KPEDS).

Transfer Rates and Timing of Transfers

CPE’s accountability system only recognizes transfer success if students first complete their AA/AS degree
prior transferring to a four-year institution. However, only about half of the students transferring to four-year
institutions in each cohort complete their two-year degree before moving to a new institution. This figure has
improved substantially over the years. For the 2005-06 cohort, 34.6% of students transferred to a four-year

institution, and 27.9% of the cohort transferred without completing their associate degree. The 2018-19



cohort saw 22.3% of students transfer to a four-year institution, with 11.4% of students completing an

associate degree prior to transfer.

While there have been marked improvements in the rate at which students graduate with an associate prior
to transferring to a four-year institution, there have been a substantial dip in overall transfer rates. As
transfer degrees do not provide much value to students without a bachelor’s degree, there is work to be

done to improve transfer rates on a timeframe that works for students.

Figure 2 | Transfer Rates for All Students, URM Students, and
Low Income Students, Academic Year 2005-06 to Academic
Year 2018-19
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Source: Kentucky Postsecondary Education Data System (KPEDS).

Looking deeper at transfer rates, underrepresented minority students (URM) and low-income students see
substantially lower rates of transfer compared to the overall cohort. Although this is a trend that is consistent
across various metrics of student success and across various institution types, it signifies the need for
additional student support within these demographics to achieve the transfer success rates prioritized by the

state.

Transfer Student Success

Overall, completion rates for AA and AS degrees have been consistent year-to-year. Transfer degree
completion went from 9.9% for the 2005-06 cohort to 15.8% in the 2006-07 cohort. Since then, completion
rates have been stable, with 18.3% of the 2018-19 cohort completing AA/AS degrees.

On the other hand, four-year degree completion by transfer students has declined over the last decade,
along with transfer rates. The 6-year bachelor’s graduation rate for transfer students declined from 19.9% for
the 2005-06 cohort to 11.7% in the 2015-16 cohort.
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Figure 3 | Transfer and Graduation Rates for

Four-Year Institutions, 2005-06 to 2015-16
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Source: Kentucky Postsecondary Education Data System (KPEDS).

Although the trends of student transfer to four-year institutions and the subsequent graduation rates have
declined over time, Kentucky’s effort to make transfer work more seamlessly and efficiently for students is
illustrated by the credits needed to graduate. In Academic Year 2015-16, transfer students needed 6
additional credits to complete a bachelor’s degree compared to first-time students at four-year public
institutions. In Academic Year 2021-22, the gap between transfer students and students who only attended a

four-year public institution decreased to only 2 credits.

Table 1 | Credits Required to Graduate with a Bachelor's Degree,
First-time Students at Four-year Institutions vs. Transfer Students

2015-16 | 2016-17 | 2017-18 | 2018-19 | 2019-20 | 2020-21 | 2021-22
First-time Student (Four-
Year) 136.8 136.9 136.7 136.1 135.8 135.8 135.8
Transfer Student 142.8 1431 142.6 140.1 139.4 137.8 137.8

Source: Kentucky Postsecondary Education Data System (KPEDS).

Stop Out Rates

Stop outs occur when students do not maintain consistent enrollment at their institution. Students may have
a variety of reasons for stopping out, and some students may return outside of the 3-year window through

which we examine our cohorts in this analysis. However, for both technical and transfer degree programs,



stop out rates have remained relatively high. Looking at stop out rates for AA/AS programs, the stop out rate
has maintained at around 50% of the total cohort. Stop outs in AA/AS programs have increased from 42.9% in
2005-06 cohort to 48.0% in the 2020-21 cohort. However, the stop out rate has decreased from its peak in
Academic Year 2014-15, where it was 52.7%.

Stop out rates in AAS programs, unlike those in AA/AS programs, have risen steadily over time. Academic
Year 2005-06 saw stop out rates at 48.6%, which grew to 58.6% in the 2020-21 cohort. Although stop out
numbers in technical programs may have been impacted by the COVID-19 pandemic, stop out rates began to
peak well before the 2019-2020 academic year, hitting 60.4% in the 2013-14 cohort.

It must also be noted that trends in URM stop out rates are, on average, 9.1 percentage points higher for
AA/AS programs and 7.8 percentage points higher in AAS programs. Turning to low-income enrollment, we
see a similar trend with averages 3.4 percentage points higher in AA/AS programs and 2.6 percentage points

higher in AAS programs.

Taken collectively, stop out rates for transfer programs are stable, but still relatively high considering the
decreasing rate of transfer among students in the programs. AAS stop out rates have risen consistently over
the period examined, and further highlight enroliment declines for these program areas. Although this
analysis focuses primarily on transfer rates, the findings related to technical program enrollment and stop out

merit further consideration as they demonstrate a persistent decline in program enroliment and retention.

Figure 4 | Stop Out Rates for AA/AS Students vs. AAS Students,
Academic Year 2005-06 to Academic Year 2020-21
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Source: Kentucky Postsecondary Education Data System (KPEDS).

Conclusion

Students who transfer to four-year institutions complete bachelor’s degrees at about the same rate as
students who began their studies at four-year institutions. Additionally, transfer students now graduate with

nearly the same number of credits as their peers enrolling exclusively at four-year institutions. While transfer



students who successfully make the transfer see success rates on par with students at four-year institutions,
the declining transfer rate from two-year institutions to four-year institutions for AA/AS students is a point of

continued investigation and improvement.

KCTCS still serves as a vital entry point for postsecondary education throughout the state. Although transfer
degrees do not provide immediate value to students completing them, they work in conjunction with a
robust and accessible transfer process to provide students a pathway to high-value bachelor’s degrees and
certificates. Continued research policy development must be completed to ensure that students and
institutions fully utilize the transfer pathways available throughout the state to fulfill CPE’s priorities related

to student success and transfer.

Citation

All data utilized in this analysis are taken from the Kentucky Postsecondary Education Data System
(KPEDS).
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GLOSSARY

Prepared by the Kentucky Council on Postsecondary Education

60x30 Goal — The Council on Postsecondary Education established a goal to raise Kentucky’s educational
attainment level to 60% by the year 2030.

Associate of Applied Science (AAS) — Credentials that lead to employment within a particular industry and
require a combination of general education/work effectiveness and technical coursework. The diploma is a
concentration of technical course work with only 6 required hours of general education credit. A certificate
can range from 3-50 credit hours, but most certificates require between 6 and 30 credit hours. A degree
typically requires 60 credit hours. Though not designed to transfer to a baccalaureate program, some

programs do include transfer pathways.

Associate of Arts/Science/Fine Arts (AA/AS/AFA) - An associate of arts (AA) focuses on liberal arts and
general education. An associate of science (AS) focuses on science, business, and other professional
pathways. An associate of fine arts (AFA) prepares students for careers in theater, film, and visual arts. These
degrees require around 60 credits, include general education, and are designed to transfer to a four-year

program.

Bachelor of Arts/Science (BA/BS) - Undergraduate degrees offered by four-year universities that typically
consist of 120 credit hours. BS degrees typically have more coursework in subjects such as science, math, and

technology, while BA degrees tend to focus more heavily on the arts, humanities, and social sciences.

College Access Program (CAP) Grant - Grants to help Kentucky’s financially needy undergraduate students

attend eligible public and private colleges and universities, trade schools, and technical colleges.

Community and Technical College (CTC) — One of the 16 colleges overseen by the Kentucky Community and
Technical College System, a governing board.

Comprehensive Universities — Kentucky’s six regional universities, including Eastern Kentucky University
(EKU), Kentucky State University (KSU), Morehead State University (MoSU), Murray State University (MuSU),
Northern Kentucky University (NKU), and Western Kentucky University (WKU).

Council on Postsecondary Education (CPE) — Kentucky’s higher education coordinating board overseeing
eight public universities and KCTCS.

Doctoral Degree (Ph.D.) — A research degree awarded by a Research 1 university that typically requires
completing a dissertation. Students enrolled in a Doctor of Philosophy (Ph.D.) program may be interested in

working in academia as a professor or conducting research in their field.

Dual Credit Scholarship - The Dual Credit Scholarship helps Kentucky high school and home school students
pay for dual credit classes at a participating Kentucky college or university. The scholarship is awarded to

eligible juniors and seniors and can be used for two general education dual credit classes.



Educational Attainment — The percentage of adults in the population who have earned a postsecondary

credential (certificate, associate, baccalaureate, or graduate degree), as reported by the U.S. Census Bureau.

EY — Ernst & Young LLC, a multinational professional service firm that provides consulting services to range of

clients.

Full-Time Equivalent (FTE) Student — A single value providing a meaningful combination of full-time and part-
time students used in enrollment and financial metrics. FTE offers a more nuanced look at enroliment,
focusing on the actual coursework load rather than just student numbers. This metric is valuable for
budgeting and financial planning since institutions often allocate resources based on the educational load

they provide. This number also provides a starting point for the analysis of year-to-year resources.

Headcount Enrollment - Headcount is the most straightforward enrollment metric. It represents the total
number of individual students enrolled at an institution, regardless of their enrollment status (full-time, part-

time, etc.).

House Bill 1 (HB 1) — The Kentucky Postsecondary Education Improvement Act of 1997, a reform act that
created CPE and KCTCS and established statewide and sector goals for the system.

KCTCS — the Kentucky Community and Technical College System, the governing board created by HB 1 to

oversee 16 community and technical colleges.

KEES — The Kentucky Educational Excellence Scholarship program provides scholarships to Kentucky students
who earn at least a 2.5 GPA each year they attend a certified Kentucky high school. The better they do in high
school, the more they earn toward college. Students may also earn awards for ACT/SAT scores and Advanced
Placement (AP), International Baccalaureate (IB) or Cambridge Advanced International (CAl) test scores.

Home school and GED graduates may earn awards based on their ACT scores.

KHEAA — the Kentucky Higher Education Assistance Authority, a state agency established in 1966 to improve
students’ access to higher education. KHEAA offers FAFSA verification and student default prevention
services to higher education institutions across the country. KHEAA also provides state aid such as the
Kentucky Education Excellence Scholarship (KEES) program, the College Access Program Grant (CAP), the
Kentucky Tuition Grant (KTG) and other scholarship, grant and work-study programs.

KYSTATS — The Kentucky Center for Statistics collects and integrates education and workforce data so that
policymakers, practitioners, and the public can make informed decisions. KYSTATS houses Kentucky’s state

longitudinal data system, one of the most robust in the country.

KTG — The Kentucky Tuition Grant program provides need-based aid to help Kentucky residents attend an

eligible private college or university in Kentucky.

Master of Arts/Science (MA/MS) — Graduate degrees that build on the knowledge gained from
undergraduate education that can lead to a doctorate degree. The MA is usually awarded in fields such as

languages, literature, history, geography, philosophy, social sciences and fine arts, while the MS is awarded



for the natural sciences, mathematics, and for technical fields such as engineering, agriculture, and computer

science.

NCHEMS — The National Center for Higher Education Management Systems, a private nonprofit 501(c)(3)
organization whose mission is to improve strategic decision-making in higher education for states and

institutions in the United States and abroad.

Research Universities — Institutions with a Carnegie Classification of R1 offer a full range of baccalaureate
programs, grant 50 or more doctoral degrees annually, give a high priority to research, and receive $40
million or more in federal support. Kentucky’s R1 institutions are the University of Kentucky (UK) and the

University of Louisville (UL).

ROI — Return on investment, an approximate measure of an investment's profitability or value.

SHEEO — State Higher Education Executive Officers Association, which serves the chief executives of

statewide governing, policy, and coordinating boards of postsecondary education and their staffs.

SJR 98 — Senate Joint Resolution 98 was passed in March 2023 by the Kentucky General Assembly, which led
to this report.

URM - Underrepresented minority student populations, which for CPE include Black/African American,
Hispanic/Latino, American Indian or Alaska Native, Native Hawaiian or other Pacific Islander, or two or more

races.
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Kentucky’s Area Development Districts

O

Kentucky’s Public and AIKCU Campuses

# State Universities

Eastern Kentucky University
Kentucky State Unliversity
Morehead State University
Murray State University
Northern Kentucky University
University of Kentucky
University of Louisville
Western Kentucky University

M Kentucky Community and Technical College System

Ashland Community and Technical College

Big Sandy Community and Technical College
Bluegrass Community and Technical College
Bowling Green Community and Technical College
Elizabethtown Community and Technical College
Gateway Community and Technical College
Hazard Community and Technical College
Henderson Community and Technical College
Hopkinsville Community and Technical College

Jefferson Community and Technical College

Kentucky Community and Technical College System Headquarters
Madisonville Community and Technical College

Maysville Community and Technical College

Owenshore Community and Technical College

Somerset Community and Technical College

Southeast Kentucky Community and Technical College

West Kentucky Community and Technical College

A Association of Independent Kentucky Colleges and Universities

Alice Lloyd College

Asbury University

Bellarmine University

Berea College

Brescia University
Campbellsville University
Centre College

Georgetown College
Kentucky Christian University

Kentucky Wesleyan College
Lindsey Wilson College
Midway University

Spalding University

Thomas More College
Transylvania University

Union College

University of Pikeville
University of the Cumberlands
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A JOINT RESOLUTION relating to state administrative bodies.

WHEREAS, public universities and community colleges serve as economic
development incubators for the cities and regions in which they are located, both by the
faculty and staff jobs the colleges provide and the business innovations that can spring
from collaborations in the academic environment; and

WHEREAS, Kentucky’s postsecondary governance structure currently includes the
Council on Postsecondary Education as the systemwide coordinating agency charged
with developing and implementing a strategic agenda and a system of public
accountability for evaluating the performance and effectiveness of the state’s
postsecondary system. Kentucky’s universities are governed by individual boards and a
governing board oversees the Kentucky Community and Technical College system and
local advisory boards are affiliated with the individual campuses; and

WHEREAS, as the Commonwealth has, through the years, located regional
universities throughout the state charged by the General Assembly with providing a
seamless, integrated system of postsecondary education strategically planned to enhance
economic development and quality of life; and

WHEREAS, the mission of the community and technical colleges is to work
cooperatively with postsecondary institutions throughout the Commonwealth to align
program and training programs necessary to develop a workforce with the skills to meet
the needs of new and existing industries and improve employability of citizens; and

WHEREAS, the southeastern region of Kentucky is conspicuously without a public,
residential, four-year university, hindering its ability to make the same economic progress
as other regions of the state; and

WHEREAS, the southeastern region of Kentucky is being forced to pursue new
economic development and workforce strategies due to the decline in the coal industry;
and

WHEREAS, the Council on Postsecondary Education is statutorily charged with the
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responsibility to review proposals for the establishment of new four-year colleges; and

WHEREAS, the Council on Postsecondary Education is statutorily charged with the
responsibility of eliminating or changing existing academic programs to provide
consistency and alignment with institutional missions and the state’s strategic
implementation plan as well as avoiding duplication of programs;

NOW, THEREFORE,

Be it resolved by the General Assembly of the Commonwealth of Kentucky:

=»Section 1. The Council on Postsecondary Education shall conduct a thorough
study of:

(1) The structure of higher education governance in the Commonwealth,
including the current condition and projected needs of the state over the next 20 years in
terms of postsecondary education attainment, workforce, and economic needs. The
analysis shall consider: population and demographic trends; economic and workforce
conditions and needs; state of college preparation; extent of postsecondary access,
completion, and affordability; student learning options; and education finance. The study
shall include recommendations on changes needed to the state’s postsecondary
governance structure that would be essential to meet identified needs and ensure the best
delivery of postsecondary educational services to students;

(2) The impact and feasibility of establishing a regional, residential, four-year
public university in southeastern Kentucky. The study shall include a comprehensive
review of the prospect of:

(@) Establishing a new regional, residential, four-year public university in
southeastern Kentucky and the impact that would have on the existing regional
universities in the Commonwealth;

(b) Establishing a residential campus in southeastern Kentucky that is a satellite
campus of an existing regional public university; and

(c) The Commonwealth acquiring an existing, private university in southeastern
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Kentucky to serve the region as a new regional, residential, four-year public university, as
an alternative to establishing an entirely new four-year university; and

(3) The feasibility and programmatic and fiscal impacts of having the Kentucky
Community and Technical College System continue to be responsible for technical
education programs but transferring responsibility for traditional academic subjects to the
regional universities. The study shall include a comprehensive review of how this
transition might impact each regional university and the potential implications on any
proposal for establishing a four-year university in southeastern Kentucky identified in
subsection (2) of this section and the potential impact on prospective Kentucky
Community and Technical College System students statewide.

=» Section 2. The President of the Council on Postsecondary Education shall report
the comprehensive study required by Section 1 of this Joint Resolution with findings and
recommendations to the Legislative Research Commission to be distributed to the
relevant subject matter committees, including but not limited to the Interim Joint
Committee on Economic Development and Workforce Investment and the Interim Joint
Committee on Education by December 1, 2023.

=» Section 3. The General Assembly of the Commonwealth of Kentucky hereby
approves Phase 1 of the State Fair Board's comprehensive statewide proposal for
improving properties dated November 29, 2022, and submitted to the Interim Joint
Committee on Appropriations and Revenue. The Office of State Budget Director is
authorized to release the $180,000,000 in capital construction funds for use by the State
Fair Board in fiscal year 2024 as appropriated by 2022 Ky. Acts ch. 199 and amended by
2022 Ky. Acts ch. 239.
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