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The higher education appropriations cycle in Michigan
is described with focus on whether the present systen is fair and
egquitable, Two general conclusions are drawn: (1} There is strong
evidence that the present system of allocating state funds for the
operation of higher educa*ion institutions is not equitable in terms
of support for comparable programs, and that these inequities are
‘reflected in a higher proportion of operating costs borne by the
student at some state colleges and universities. (2) The trends in
state support for higher education institutions over the past few
years have led to a decreased level of support in proportion to other
states, and resulted in an increase in the amount and proportion of
costs to the student. A continuation of these trends will result in a
further curtailment of prograns and services, and continued increases
in cost to the student at a disproportionate rate. (Author/LBH)
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FOREWORD

DENT OF L PROBEED

s rhe pregsenc method of appropriating state funds for operating
and capital outlay purposes ot public colleges and univergities, fair
and equitable, aud adequate Zo meet the fipancial requirements of the

insticutions?

BACKGROUND
Tn his meeting with the State Board of Lducation in December, 1975,
and further im his 1976 State of the State Message, the Governor charged

“he State Board of Education with the responsibility of advising him on

the need for a unitform fundlug system For public colleges and universities,

The Governor suggested that this review might include:

1. A critique of the present funding mechanism

2. A review of altewnative fumding mechanisms utilized by other
states, and ap evaluation of the success of these mechanisms
in meeting the objertives of fairness and equity.

3. Recommendations for adeption of an alternative system for
allocating state funds to institutions of higher education,
which would address the issues:

a. wmalntaining the present system
b. whether {wunding should be based on differential level

of support related to Lnstitutional roles, mission,
and program quality, and

¢. whether funding should be conparable for all institutions
l based on instructioral program and level of instruction.
s This report responds to the first of the concerns raised by the

Governor, with a later report to provide a review of alternative funding

mechanisms utilized in other states and recommendations for adoption of

an alternative system for allocating funds For Michigan Instituticms.
ERIC J
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Phe report provides a descrlption of the higher cducation appropri-

ations cvele, reviews the quesicion, "1s The Present Swstem Falr and

()

tquitable’,” and concludes wizth an oxamination of the adequacy of stat

suppurt.

General conclusions are as follows:

i
[
I

-ong evidence that the present

[

It appears that there is
system of allocating state funds for the operation of higher
education institutions is not equitable in terms of sopport
for comparable programs, and that these inequities are
reflected inm a higher proportion of operating costs borne by

the student at some state colleges and universities.

2. The trends in state support for higher educatiom
oveT the past few years have led to a decreased level of
support in proportion te other states, and resulted in an
increase in the amount and proportiom of costs to the student,
A continuation of these trends will result in a further

curtailment of programs and services, and continued increases
to the student at a disproportionate rate.

in cogt

JOHN W. PORTER
Superintendent of
Publie Instructiom
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APPENDIX A - Appropriation Per Calendar Year Equated
Student (CYES) For Selected Imstructional
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PART 1
THE HIGHER EDUCATION APPROPRIATIONS CYCIE

Current System of Budget Formulation

The present system of budget development, submissions, review and
appropriation for state colleges and universities is coordinated with
the state fiscal year beginning July 1 of each year. The budget process
and final appropriations result from the combined efforts of the insti-
tutions, the Bureau of the Budget, the Legislative Branch (House and
Senate Fiscal Agencles) and the State Department of Education., Each of
the four contributors to the budgetary process have staff members who
nerform the constitutional and administratively designated budget

responsibilities for their respective agencies.

Activity Prior to Budget Submission

The Bureau of the Budget in the Department of Management and Budget
igssues to all agencies a set of Program Policy Guidelines (PPGs) that
identify issues and priorities by state program for the coming fiscal
year. The Program Policy Guidelines are issued in April of the preceding
fiscal ycar. After issuing the Program Policy Guidelines, staff members
from the Bureau of the Budget conduct informal discussions with the
institutions in rogard to the Governor's priorities. The institutions,
after receiving the Program Policy Guidelines and having informal
discussions with Rureaw of the Budget representatives, submit Program
Revision Request (PRRs) cutlining ﬁajar program changes by August. The
Bureau of the Budjget in September issues formal budget instructions to
the institutions specifying information requirements. In August and

September, the House and Senate Fiscal agencies have staff members

visiting the institutions.



Submission of Budget Requests

The individual institutions submit their budget requests to the
Bureau of the Budget for state appropriations in October. The base
budget requests are framed in a standard Program Classification Structure
‘ormat with the accompanying Program Revision Requests identified
separately, The programs and Program Revision Requests are presented
by object-of-ecxpenditure. The budget requests are augmented with
institutional data on enrollments, credit hours, degrees, positions,
salaries and compensation. Budget requests are submitted to the Bureau
of the Budget and are forwarded to the Department of Education (MDE)
and to the Legislative Fiscal Agencies. The House and Senate fiscal
agencies, prior to reviewing the institutional budget requests, have
in the past required additional supportive information to be submitted

from each institution inm January.

Egﬁggt,qupes;rRaviewAaﬁgrApalvsig

The Bureau of the Budget begins its review of the budgets in
October, The BOB reviews changes in programs focusing upon the Program
Revision Requests submitted by the institutions and examining costs by
object-of-expenditure classification and by fund source. The Bureau of
the Budget, after review and approval of base budget requests and prograuw
changes makes recommendations to the Governor. The information requested
by the legislative fiscal agencies for subuission by institutions in
January is used primarily in the development of a summary for tracking
net state appropriations to individual campuses. The Tracking Summary
shows state appropriations to organizational units within the institutions

instead of appropriations related to program structures. The House and

ERIC
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Senate fiscal agencies employ the tracking summary as a guide fox
reviewing the base budgets of institutions and budgets for program
changes. The Department of Education prepares and has made independent
recommendations to the Governor and Legislature en higher education
financial requirements, and has supported the concept of a formula

basis to emphasize equity considerations.

Fxecutive Hearings

In November the Director of the Department of Management and Budget
holds hearings with individual institutions to convey the Bureau of the
Budget recommendations. After the institutions have received the Bureau
of the Budget's recommendations the Governor meets with the institutional

Presidents for discussions on his final recommendations.

Executive Budget

The Governor's budget is submitted in January and presents individual
campus recommendations in a standard Program Classification Structure
format. The format separates instruction into twelve subcategories of
instruction and other elements of institutional support. Fach insti-
tution's recommendation includes explanations of incremental budget

changes and of historical enrollment data.

Legislative Hearings

The Senate and House fiscal committees meet with the Presidents and
staff members of all the institutions in budget hearings which are held
from January through April., Higher Education budget bills and hearings
usually originate in the Senate. The Senate forwards the budget bills
to the House where they are handled within the framework established by

the Senate review staff, - The Bureau of the Budget and Department of

ERIC 8
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Education staffl are present during the Senate and House budget hearings.
In addition to the Tracking Summary, the Senate and House committee
members use issue papers and staff analyses developed by the legislative

fiscal agencies.

Budget Bills

For the operating and capital expenditures of public higher
education there have generally been five budget bills. The five bills
are written by the Senate Appropriations Committee and address the
following components:

(1) A bill for four-year colleges and universities in a modi fied

Program Classification Strucure format. (The Governor's

Executive Budget Proposal)

(2) A bill for Libraries which are separated out from General
Support.

(3) A bill for Financial Aid separated from Student Services,

(4) A bill for Instruction which is disaggregated according to the
organizational structure of each institution rather than by
HEGIS disciplines.

(5) A bill for community and junior colleges indicating a lump

sum for each campus.

Appropriation and Veto

The budget bill contains extensive contrcl language dealing
with items such as auditing requirements, information reporcing and
authorization of specific institutional programs. The appropriation

gcates the state apprcpriatidlﬁté the campus as a lump sum because

e

al
of the constitutional status of the institutions. The legislature uses
the legislative fiscal agency Tracking Summary to audit expenditures,
however there is no legislative control over these budget categories.
The Governor has the authority to veto line-items in the final appro-
priations bill, but not the authority to reduce the amounts.

4=
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SUMMARY_OF APPROPRIATIONS CYCLE

Institutions

August - Submit program revision requests (PRRs) to Bureau of the
' Budget

Cctober - Submit total operating budget to Bureau of the Budget

January - Formal information submission to House and Senate Fiscal

Agencies

February =~ Provide testimony om request to hearings by joint legislative
fiscal staff

March - Provide testimony on request to hearings by Senate appro-
priations subcommittee on higher education

May = Provide testimony on request to House appropriations sub-
conmittee hearings

State Board of Education

December  ~ Makes recommendations to Governor om higher education
operating budgets

March ~ Makes recommendations to the legislature

Bureau of the Budget

April - Issues program policy guidelines to the institutions

w

June ~ Conducts discussions with institutions on Governor's
priorities and visits institutions

September =~ Issues formal budget instructions to the ingtituticons

Qctobe: ~ Conducts informal hearings on PRRs at campuses

o
2]

frr
L=

[ d
i<l
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¥

October ~ Reviews operating budgets submitted by the institutions
and makes recommendations to the Governor

Executive Office

November - The Governor conducts hearings with imstitutional presidents
on his recommendations

January - The Governor's budget is submitted
-5-
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June = Conducts negotiations with the conference committes of the
legislature

- Governor signs or line-item vetoes the appropriations bill
for higher education

House and Senat« Fiscal Agency staff visit institutions

-~ Receive Governor's budget and review information submitted
from institutions

- Hearings held by joint legislative fisecal staff

March - Hearings held by the Senate appropriations subcommittee
onn higher education

April - Senate passes budget bill
May = Hearings held by House appropriations subcommittee
May = House passes budget bill

June - Budget bills sent to conference committee and negotiations
are conducted with BOB

June - Legislature passes budget bill and it is sent to the Governor.

Summary

The current higher education appropriations eycle provides for annual
appropriations for operation of public colleges and universities based
gssentially on prior year appropriations levels, adjusted for enrollment
changes, inflation factors, debt service payments, and major program
changes. Institutional representatives have opportunity for input through

budget request data, and hearings with the Bureau of the Budget, the

Governor, and the Appropriations Committees of the Legislature,

11
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I

1S THE SYSTEM FAIR AND EQUITABIE?

The question of "fairness and equity” is a subjective one, and many
variables and points of view come to bear in responding. There are major
distinctions between institutions in this state in terms of role and
mission, perceptions of program quality, instructional programs and levels
of degrees, cconomies of scale, and maturity in terms of enrcllment growth.
Ingtitutional autonomy, long an established factor in higher education

in Michigan. has tended to reinforce these distinctions, all of which

have resulted in wide variations in levels of state support.

In responding to the cuestion, three broad measures were examined:
Net State Appropriations on a per-student basis, appropriations per
student for selected instructional units, and costs to cbe'studEEt in
terms of tuition and fees. Although these measures do not address the
question of program quality or institutional perceptions of delivery
of services, it is believed some gross indications are provided upon

which judgements as to fairness and equity can be based.

Net Appropriations Per Studert

In reviewing nES.SESEE appropriations on a per-student basis, the
institutions are grouped for comparison purposes according to similar
roles and scope of operation. Thus, the three major research universities
are compared together, as are the five regional universgities, the three
state colleges and the two University of Michigan branches, and the
specialized technical institutions, as shown in Table 1, The term '"CYES"
refers to "Calendar Year Equated Student," defined as 31 gemester credit
hours of student enrollment reported in the calendar year.

7 -
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TABLE 1
(Four Year Colleges and Universities)
1975-76 NET STATE APPROPRIATION PER CYES

1975-76 Net
Appropriation . Appropriation

Institution ($000) __ CvEs _Per CYES

Michigan State Univ. $ 88,635.9 39, 340 _ § 2,253
University of Michipan 108,224.0 35,045 3,088
Wayne State Univ. 71,308, 4 25,279 2,820

Central Michigan Univ. $ 21,008.8 13,728 51,530
Eastern Michigan Univ. 24,685.2 15,702 1,572
Northern Mich., Univ. 13,868.9 7,524 1,843
Oakland University 13,493.1 7,731 ' 1,745
Western Mich. Univ. 33,821.6 19,477 1,736

CGrai-.. Valley State Coll. $
Lake Superior State Coll.
Saginaw Valley State Coll.

Ul of M = Dearborn

U of M = Flint
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Ferris State College $ 14,848,2 9,874 $ 1,504
Michigan Technological Univ, 14,163.0 5,736 2,469

AVERAGE NET APPROPRIATION PER CYES FOR ALL
STATE COLLEGES AND UNIVERSITIES $ 2,217.40

RANGE FOR ALL STATE COLLEGES AND UNIVERSITIES: 1,584,38

1d




The 1975-76 Net State Appropriatipns for the three major research
universities --Michigan State University, The University of Michigan,
and Wayne State University-=- ranged from $2,253 per CYES at Michigan

State to 53,088 at the University of Michigan. This represents a

which is 37 percent higher overall than at Michigan State, on a per-

student basis.

The five institutions considered to be regional universities --
Central, Eastern, Northern, Oakland, and Western Michigan-- ranged
from a low of $1,530 per student at Central Michigan to a high of
$1,843 at Northern, a difference of $313, This indicates a level of
state approopriations some 20 percent higher at Narthefﬁ than at Central

Michigan University.

The five colleges which are cosidered to be roughly comparable
in terms of operating principally undergraduate level programs are
Grand Valley, Lake Superior, Saginaw Valley, and the University of
Michigan branches at Dearborn and Flint. There, net state appropriations
per student ranged from a low of $1,SD§ at Grand Valley to a high of

$2,043 at the U, of M. --Flint branch. This is a differential of $435,

The two specialized technical institutions, Ferris State College
and Michigan Technological University, received $1,50¢ and $2,469
respectively on a per-student basis. The roles of rhese two institutions
and their ptégrams of instruction make a comparison improper in Ehe

context of this analysis.

14
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[t would appear that the variances in the level of state support
among the colleges and universities having similar roles and operating
similar instructional programs is a significant one. Whether or not
these variances can be accounted for in terms of differences in role
and operation 1s questionable, At least, it appears that a further
examination of the "fairness and equity" of the present system of
allocating state funds teo colleges and universities is in order.

Appropriations Per Student in Selected Instructional Units

The review of the 1975~76 state appropriations per student, as
shown in Table II and Appendix A, is focused upon the three instructional
unlts of business, education and ingzruczéfnal support. These components
or units were selected bezégée of their relative comparability, but it
must be emphasized that significant differences in programs and degree
levels exist between the state institutions within these three units.
Thus, the selection of these three units provides a useful method of
categorization for general comparison, but it is not a base for developing
specific conclusions.

The 1975-765 state appropriation per student in the instructional
unit of business among the three research universities ranged from 5739.63
at Michigan State University to $76l.16 at Wayne State Univgrsity to
$1,412.25 at the University of Michigan, reflecting a differential of
$673. The per student appropriation for the business unit among the
regional universities and state colleges runged from $662.59 at Michigan
Technological University to $1,383.70 at the Dearborn branch of the

University of Michigan, with 3 per student differential of $721.



TABLE I1I
APPROPRIATION PER CYZ3 IN SELECTED INSTRUCTIONMAZ UNITS

EXECUTIVE
INSTRUCTIONAL  MANAGEMENT
__SUPPORT  (PER FYES)

INSTITUTION BUSINESS  EDUCATION

Michigan State Univ, $ 739.63 § 892.04 $112.69 § 52.06
Univ, of Michigan 1,412,25 1,006.27 97.07 67.81

Wayne State Univ. 761.16 911.08 198.27 56.71

Central Mich, Univ. 714.68 726.76 87.15 66.87
Eastern Mich. Univ. 763.39 843,07 95.05 103.77
Mich. Tech. Univ. 662.59 - 186.97 28.71
Northern Mich. Univ, 821.89 665.54 212.23 100.72
Oakland University 886.43 853.26 100.06 63.65
U of M, Dearborn 1,383.70 1,231.46 157.56 112.81
U of M, Flint 891,20 1,321.34 , 68.17 | 98,73
Western Mich. Univ. 732.37 859.99 115.11 40.87
Ferris State College 695.17 1,315.54 100.37 69.08
Grand Valley St. Coll. 898.69 == 114.16 79.18
Lake Superior State C. -= -= 82.64 122,96

Saginaw Valley State C. 985.55 1,089.25 198.78 86.74




The 1975-76 state appropriation per student in the education
instructional unit among the three research universities ranged from
$892,04 ar Michigan State University to §911.08 at Wayne State University
to $1,006.27 at the University of Michigan, revealing a difference of
$114, Among the regional universities and state colleges, the range
for education is from $665.54 at Northern Michigan University to
51,321.34 at the Flint branch of the University of Michigan, reflecting
a differential of 5856 per student.

T..: 1975-76 state appropriation for instructional support per
student among the research universities in $97.07 for the University
of Michigan, $112.69 for Michigan State University and $198,27 for
Wayne State University, exhibiting a difference of %10] per student.
The range for instructional support per student among the regional
universities znd state colleges varies from $68.,17 at the University of
Michigan Flint Campus to $212.23 at Northern Michigan University,
indicating a $144 per student differential,

“he variances in the per student state apgropriations for these
three selected instructional units can, in part, be azcounted for in
terms of program and degree levels. However, the variation among
comparable institutions offering similar degrees and prograus merits
closer examination if the fssue of "fairness and equity" is to be

explored and understood.

Annual Student Tuition and Institutional Budgets

For the 1975-76 Fiscal Year, the resident annual tuition and fees

charged to students by state colleges and universities varied among

17
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institutions in amount and by the percent of operating budget the student
revenue represented. The review of student tuition and fees 1s based .
upon fullktime student credit loads (see Table I1I for a detailed
explanation) at current tuition and fee rates.

The tuition rates charged by the three research universities ranged
from 5891 (average) for undevgraduates at Wayne State Uﬁi?éfsity ta
$906,50 (average) at the University of Michigan to $912.75 at Michigan
State University. For graduate programg at the masters level, tuition
varied from $798 at Michigan State University to 51,098 at Wayne State
University to $1,162.50 at the University of Michigan., The precent of
operating budget represented by student charges ranged from 287 at
the University of Miéhigan, 29% at Michigan State University to 30%
at Wayne State University.

Among the regional universities and s:tate colleges, the annual
tuition rate for undergraduales varies [roam $561 ot Lake Superior State
College to $751.25 at Oaklamd University, Tuition for graduate programs
at masters level {n these inutitutions ramies from $636 at Northern
Michigan University to 5804 at Oa. land University. The percent of
operating budget comprised by student tuition and fees at the regional
universities and state colleges ranges from 237 at Lake Superior State
College to 32% at Grand Valley State College,

A review of the percent of institutional budgets acccunted for
by étate appropriations shows a variation from 61% at the University of
Michigan to 74% at jake Superior State College. |

18
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A review of Tables I and IIT indicates that the research university
with the lowest overall level of state support (Michigan State) also has
the highest annual ﬁuitiaﬁ rate for undergraduate students ($912 vs. $850
at U of M- Ann Arbor and $855 at Wayne State). Similarly, the highest
tuition level among those institutions classified as state colleges is
at Grand Valley, which als§ happens to receive the lowest level of state

support on a per-student basis.

Summary

The net state appropriations on a per-student basis appear to vary
by amountsrwhich are difficult to explain simply on the basis of
differences in institutional role and instructional offerings. The
allocation amounts by specific instructional and support categories
also show considerable differences in terms of the overall levels of
state support, where programs might otherwise be considered to be
comparable. These variances in state support levels are reflected in
the amount of student tuition and fees, and in the differences in the
proportion which the student pays towards the overall operating costs

of the state colleges and universities.

In conclusion, it appears that there is strong evidence that the
present system of allocting state funds for the operation of higher
education institutions is not equitable in terms of support for ccméara
able programs and services, and that these inequities are reflected in a
higher proportion of operating costs borne by the student at some state

colleges and universities.
20
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PART III

ADEQUACY OF SUPPORT

Higher Education Finance Trends

analysis of financing trends of public baccalaureate institutions for
the past decade in Michigan, the following major conclusions resulted
. from that study:
~From 1965-66 to 1973=74, there has been a steady
decline in actual state expenditures for public
baccalaureate institutions as compared to actual
state general purp§%$ expenditures from a high
of 20.0% to 14.3%,
~Actual state éxpegditures per FYES in real terms
are lower im 1974=75 than in 1973-74.
-For 1974-75, the level of state appropriations
per FYES varies from institution to institution
with range of §859.
~From 1965 to 1974, student tuition and fees as
a source of institutional revenue increased

significantly on a statewide basis from 16.9%

Recently, the Senate Fiscal Agency performed an analysis of the trends
.and adequacy .of Michigan appropriations for higher education for the
perind of 1966 to 1976. Their findings support the conclusions of the
Department of Education staff Teport previously mentioned, In presenting
evidence to support the adaptiﬁﬁngf a formula mechanism for the finance

of public higher education, the Senate Fiscal Agency noted that the

21
-16-




decline of state appropriations to higher education during the past ten
years, coupled with the growth of student enrollment, has resulted in

the gradual erosion of both institutional and system quality.

The Chronicle of Higher Education, in a March, 1976 issue, published

comparative, financial and state appropriation data for support to
public higher education. An examination of that information for all
fifty states indicates the following relative status of Michigan in its
support for higher ééucatian:

~-Michigan ranks 35 out of 50 in its allocation to~

higher education and 36 out of ED in its appropri-

ations per student, while being ranked 12th in tax

revenue collected and 7th in its tax effort.

The complete list of Chronicle findings and explanations are in

N

Appendix B of this report. T

I

Summary

The analyses by the Department of Education, the Senate Fiscal
Agency, and the Chronicle of Higher Educatiom all indicate that the
level of state support fa# higher educaticn in Michigan has declined, in
terms of the proportion of funds allocated for support of colleges and
universities and in comparison to other states. Much of the revenue lost
to the institutions from the decreasing state support has been made up in
the form of added costs to the student., If these trends continue, it is
apparent that programs and services will be further curtailed, or student

costs will comtinue to increase at a disproportionate rate..
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- API'ENDIX A

APPROPRIATION PER CATENDAR YEAR EQUATED STUDENT (CYES)
CFOR SELECTED TNSTRUCTTONAL UNITS BY TNSTITUTTON

APFROPRIATION
INSTITUTION ~ 1975-76 APPROPRIATION PER UNIT ~ UNIT CYES  _PER CYES
M.5.U. Business $2,939.3 3,974 $ 739.63
Education 3,836.7 4,301 892.04
Inst. Support 4,433.4 39,340 112,69
Uof M Business $2,052.0 1,453 51,412,125
Education 2,197.7 2,184 1,006.27
Inst. Support 3,402.0 35,045 97.07
W.S.U. Business $1,301.6 1,710 $ 761.16
Education 2,769.7 3,040 911.08
Inst. Support 5,012.1 25,279 198,27
C.M, U, Business 5 871.2 1,219 5 714,68
Education 2,267.5 3,120 726,76
Inst., Support 1,196.5 13,728 87.15
E.M,U Business $1,439.0 1,885 $ 763.39
Education 3,196.1 3,791 843,07
Inst., Support 1,492.6 15,702 95,05
M.T,U. Business § 347.2 524 662,59
Education 77.2
Inst, Support 1,066.3 5,703 $ 186,97
N.M, U, Business § 476.7 580 $ 821,89
Education 1,184.0 1,779 665,54
Inst. Support 1,453.2 6,847 212,23
0.0. Business $ 509.7 575 $ 886,43
Education 1,425.8 1,671 853,26
Inst. Support 773.6 7,731 100.06
U of M, Business $§ 500.9 362 51,838.70
Dearborn Education 176.1 143 1,231.46
Inst. Support 539.5 3,424 157.56
U of M, Business § 192.5 216 $ 891.20
Flint Education 235.2 178 1,321.34
Inst. Support 177.8 2,608 68.17
W.M.U, Business $1,807.5 2,468 $ 732.37
Education 2,710.7 3.152 859,99
Inst, Support 2,242.0 19,477 115,11
23
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APPENDIX A (CONTINUED)

Appropriation Per Calendar Year Equated Student (CYES) For Selected
Instructional Units by Institution

APPROPRIATION
INSTITUTION  1975-76 APPROPRIATION PER UNIT ~ UNIT CYES  _ PER CYES

G.v,.8.C, Business 5 686.6 764 5 898,69
Education 592.4 - -
Inst. Support 653.8 5,727 114.16
L.5.,5.C, Business $ 236.1 $
Education 194.5
Inst. Support 144.8 1,752 82,64

s$.V,5.C, Business 5 266,1 270 $ 985,55

Education 233.1 214 1,089,25
Inst. Support 410,7 2,066 198,78
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