
From:???????????????????????????????????????? Ma hes, Peter S
Sent:?????????????????????????????????????????? Wednesday, October 21, 2015 2:31 PM
To:?????????????????????????????????????????????? Goff, Ann Frances V
Subject:???????????????????????????????????? Fwd: A sugges on
A achments:????????????????????????? regent performance‐based budge ng.docx; ATT00001.htm
 

Begin forwarded message:

From: "Fethke, Gary C" <gary‐fethke@uiowa.edu>
Date: October 21, 2015 at 2:29:48 PM CDT
To: "Ma hes, Peter S" <peter‐ma hes@uiowa.edu>
Subject: FW: A sugges on

 

From: Fethke, Gary C
Sent: Monday, May 11, 2015 4:19 PM
To: Robillard, Jean E
Subject: A suggestion

Jean,
 
What do you think of a plan that both provides an incen ve for unit cost control and recognizes permanent
changes in resident enrollments?
 
Carol said that you did a great job this morning at the EFC mee ng.  She like your candor and openness.
 
Gary

mailto:gary-fethke@uiowa.edu
mailto:peter-matthes@uiowa.edu






Performance-Based Budgeting





Here is a simple proposal for adjusting the relative weights applied by the regents to the annual appropriation.

1. Bench mark the unit cost per full time enrollments using readily and routinely available date gathered from College Measures (http://collegemeasures.org/4-year_colleges/home/) for peer institutions.  Each regent university can pick 10 peer schools and use the average for these peers to compute the annual cost of a full-time equivalent enrollment.  For example, for the public Big Ten Universities listed in College Measures, the average cost per FTE currently reported is $22,699.  The regents could use the minimum of the average cost for per institution and the actual cost reported by UI, that is,



 



A similar calculation can easily be made for ISU and UNI.  Cost increases that exceed the average for the peer group do not enter the calculation, so there is a built-in incentive to remain cost efficient.  Of course, the median or some other percentile could be used to reflect per student costs.  It might be that the UI, with regent approval, strives to keep unit cost below the 75th percentile of peer institutions.



The advantage of the College Measures data is that it permits a decomposition of annual cost per FTE into its contributing components.  For the UI, its annual cost per FTE is $20,713:



		Instruction 

		$13,947

		93rd percentile among publics



		Student Services

		$1,254

		42nd 



		Academic Support

		$2,596

		92nd 



		Operations and Maintenance

		$1,213

		56th



		Institutional Support 

		$1703

		







Again, each component can be compared on a regular basis with those of peer institutions.



2. These costs per FTE can be multiplied times a moving average of the resident enrollment for each university.  For example, take the average of the resident enrollment for the past three years for each university and multiply them times the selected cost per FTE:









Enrollments can be measured by FTE equivalent students or by student credit hours generated. This expression provides an estimate of the total cost of resident education for the regent universities, as benchmarked using unit costs from peer institutions.  It also incorporates changes in enrollment of residents at the three universities.  If the average cost per FTE declines for the peer group, the formula picks it up.  If residents move in favor of a university, the formula picks that up as well.



3. The assignment weights implied by this simple scheme are:







for UI, for ISU, and for UNI.

Using fall 2013 data, if the annual regent allocation to the UI, ISU, and UNI were based on resident enrollment-weighted (as actually reported) unit costs, the budget split would be 46-36-18, respectively.  In general, you will find that the UI, ISU, and UNI report low unit costs relative to their peers, which is not surprising because both tuition and state support per student are low for Iowa universities relative to those at peer institutions.  

4. To affect the annual allocations, the weights are applied to the annual regent appropriation to determine the performance-based allocations that relate to resident enrollments.  The weights can be revalued on a periodic basis, say every three years, but I would venture to guess that they would be quite stable over time.

[bookmark: _GoBack]The idea here is to develop a verifiable, performance-based funding scheme that takes into consideration legitimate differences in unit costs, as benchmarked against per institutions, and also changes in resident enrollments that develop among the three regent universities.  

I would suggest that the regents should also consider relaxing restrictions on resident tuition, so that differences in willingness to pay and differences in program costs can be accommodated with a more flexible tuition structure.  Why should resident tuition at UNI equal that at the UI?  It is possible, for example, to “freeze” average tuition and still accommodate needed adjustments in the structure of tuition.  Also, it seems reasonable to permit more flexibility in the establishment of admission requirements.  Developing a budgeting process that is performance-based combined with presenting greater flexibility in entry standards and the structures of tuition will allow the three distinctive public universities room to maneuver.
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