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States Push Even Further to Cut Spending on Colleges
By Eric Kelderman

For nearly four years, governors and state legislators have focused
on little else in higher education but cutting budgets to deal with
historic gaps in revenue. Now, with higher-education support at a
o5-year low, lawmakers are considering some policy changes that
have been off-limits in the past, such as consolidating campuses and
eliminating governing boards.

Such proposals reflect the reality that, in most states, money for
higher education will be constrained for the foreseeable future.

Systems in Georgia and New York have already taken the unusual
step of combining campuses under a single president. Other states,
such as Ohio, are talking about giving institutions more freedom
from state regulations, atthough for college administrators there's a
trade-off: They would get more flexibility but even less state money.

On the agenda in many statehouses this year will be bills that would
tie higher-education appropriations to the completion rates of
students at public colleges. Such performance-based models, which
have had a mixed record in recent decades, are again popular with
lawmakers trying to squeeze the most out of every tax dollar and to
reward colleges that are more efficient at producing graduates.

Legislators aren't demanding that colleges be more cost-efficient
just to reduce spending on higher education, says Travis J. Reindl, a
higher-education researcher for the bipartisan National Governors
Association. They also want to keep colleges affordable for students.

"We'll still be talking about money, money, money," Mr. Reindl says
of the legislative sessions ahead. "Governors are increasingly
interested in how the money is being spent by higher education ...
and how much of that money is going to come out of the pockets of
students."

Budgets Brighten

Even so, the biggest change going into this year's lawmaking
sessions is that tax revenues have stopped dropping in many states.
While revenues have not returned to prerecession levels, as of
September 2011 they had grown nationwide for seven consecutive
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quarters, according to a report from the Nelson A. Rockefeller
Institute of Government at the State University of New York at
Albany.

States have closed budget gaps totaling more than $500-billion
since late 2008, and new budget gaps in the current fiscal year are
"practically nonexistent," according to a survey of state-tax
conditions by the National Conference of State Legislatures. When
the survey results were released, late last year, only California,
Missouri, and New York were projecting midyear budget shortfalls.
Those totaled about $4-billion, with California accounting for nearly
three-quarters of the amount.

With state economies slowly recovering, a few governors are even
talking about putting new money into higher education. After
Georgia cut more than $35-million from colleges in the current
fiscal year, the budget proposal from Gov. Nathan Deal, a
Republican, includes a nearly 7-percent increase for higher
education, or about $76-million. The governor is also proposing a
need-based scholarship program to help some low-income students
pay for college. The grants would be privately financed, the governor
has said, and would be meant to offset the rising cost of public-
college tuition and cuts in the state's merit-based HOPE
scholarships.

Public colleges in Virginia would also receive about a 7-percent
increase in state appropriations, or about $200-million, under the
budget proposal by Gov. Robert F. McDonnell, a Republican, who
last year shepherded through the legislature aplan to stabilize

appropriations for higher education in the future.

But in most states the prospects for more money for higher
education are dim. Budget writers face rising costs in the two largest
and most politically popular portions of state budgets: Medicaid and
elementary and secondary education.

Policy Priorities

As nearly every public-college president knows, the shrinking level
of state appropriations hasn't dulled elected officials' appetites for
better performance from higher education. Governors in both
parties have embraced President Obama's goal of making the
United States the best-educated country in the world by 2020, and
many state leaders have gone further, setting ambitious college-
completion goals for their jurisdictions. Indeed, Julie Davis Bell, a
higher-education analyst for the National Conference of State
Legislatures, says that "productivity” will be the watchword for
public colleges during the legislative sessions.
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In many states, lawmakers are considering adopting or expanding
performance-based models—giving more money to any college that
improves its graduation numbers or credit-hour completions. As
many as half of the states could consider such a measure this year,
Ms. Bell says.

Performance-based systems have gone through similar periods of
popularity during past economic downturns, but have often been
dismissed as policies that have had a limited impact because of flaws in
how they have been designed and carried out. In South Carolina, for
example, a performance-based formula was abandoned because it
was too complex to execute, according to a 2009 report from the
Midwest Higher Education Compact. Missouri ended its previous
performance-based plan because the state could no longer afford
the increased spending on higher education, that same report said.

"There is a real desire among states to learn from what didn't work
the last time" a performance-based system was tried, says Mr.
Reindl. Conventional graduation rates can't be the only measure, he
says, and the amount of money awarded through the measures has
to be significant. Perhaps most important, he says, different kinds of
institutions and missions should be treated differently under such a
plan—one size doesn't fit all.

One state that has moved aggressively toward performance-based

- pt;lryloaup&:)i%lr& in recent years is Indiana. Five percent, or about $61-
million, of the state's higher-education appropriation is based on a
variety of performance measures, including credit-hour completion,
the number of low-income students who graduate from an
institution, and the number who earn degrees in science,
technology, engineering, or mathematics, the so-called STEM fields.
A state panel is now considering whether to increase the share of
money awarded through such benchmarks to 6 percent of the state's
appropriations for higher education.
Shifting Governance
While performance-based plans have been around for decades, the
forced frugality in state budgets is also pushing lawmakers and
college leaders to propose what in past years was unthinkable, such
as combining campuses. Some legislators are also recommending
that governing bodies continue to be shrunk or possibly
consolidated. Doing so saves money—though typically the amount is
small—but it also gives lawmakers a smaller group of leaders to hold
accountable.

In Michigan, for instance, some Republican state legislators are
considering the creation of a single governing board to replace the
13 independent boards that oversee the state's 13 public universities,
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