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1.0 BACKGROUND AND PURPOSE

1.1 Legislative Proviso

During the 1891 sesslon of the Florida Leglslature, concerns were expressed abowu
whether each university in the State Unliversity System (SUS) - and FAMU in particular - was
being treated fairly by the funding processes used by the Leglsiature and the Board of Regents.
This current concern about funding equity Is simllar to the ones expressed by proponents of
other universitles (including UCF) In the mid 1980s. However, the current issues go beyond the
equity of the allocation of the Educational and General budget (the prior concern) and consider
issues related to the request budget, the fixed capltal outlay budgeting process, and the
treatment of speclal unit budget entities.

In order to complle more complete Information on the funding process and its effects, the
Legislature included the following proviso in the General Appropriations Act which directed the
Postsecondary Education Planning Commission (PEPC) to:

. cONauct a study of the process used by the Board of Regents for developing its
legisiative budget request as well as the process used by the Board of Regents for
allocating appropriations among the universities. As a part of this study the
Postsecondary Education Planning Commission shall evaluate the legisiative
formulas within the Board of Regents new funding methodology. These
generational formulas shall be compared to actual expenditures. The study shall
Include an assessment of the extent to which funds are allocated on an equitable
basis for comparable programs across the State University System, including the
Special unit entities. The study shall also assess the extent to which the need for
facilities is being addressed on an ecuitable basis for each university. To the
extent that necessary supporting data are availablo, the study shall examine
allocation petterns and practices over a period of years. All supporting information
provided as a result of this study shall be reviewed by the Office of the Auditor
General. The Postsecondary Education Planning Commission shall submit a report
of its findings to the Governor, the President of the Senate and the Speaker of the
House of Representatives by January 15, 1992.

ihe specifics of the proviso language cover a number of interrelated topics concerning the
budgets both for operations and fixed capital outlay.

The tree diagram in exhibit 1 shows how the various components of the proviso relate to
one another. The three major components ¢; the study are:

. Operating Budget: Comparison of Generation Formulas Used by
the SUS and the Legislature

= Operating Budget: Equity of the Allocation Among the Nine
Universities and the Special Units

. Capital Outlay Budget
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Exhibit 1
Relationship of Issues in SUS Funding Study
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Background and Purpose Page 3

The following report contains separate chapters on each of these topics as wall as other related
issues.

1.2 The Broader interest of PEPC

The Planning Committee of PEPC was assigned responsibillty for carrying out the study
on behalf of the Commission. To assist in fulfilling the mandates of the proviso language, PEPC
retained the services of MGT of America, Inc., which has an extensive background in higher
education finance and facllities planning. The Planning Committee reviewed analyses prepared
by the Commission staff and the consultant and heard testimony from representatives of the
Legislature, the SUS central office staff and the universities.

In reviewing its charge, the Planning Committee decided to undertake a comprehensive
review of funding for the Statc University System. While its study would respond to the specific
interests of the Legislature, the Planning Committee also directed its staff and the consultant to
consider other related funding issues that might contribute to a more effective and efficient
postsecondary education system for the citizens of Florida.

11



Overview of SUS Funding Processes Page 4

2.0 OVERVIEW OF SUS FUNDING PROCESSES

2.1  State of Florida Budgeting System

The initial step in the annual budget cycle for all state agencies in Florida is the
development of a legislative budget request. The request is prepared in response to instructions
from the Governor. The Governor is the chief budget officer of the state and is required by law
to provide budget reccmmendations to the Legislature. The Office of Pianning and Budgeting
provides budget analyses for the Governor and is responsible for preparing the Governor's
budget recommendations based upon the agencies' requests, the Governor's priorities, and
revenue limitations. The Governor conducts budget hearings and sets priorities with each
department head prior to the submission of the formal budget recommendations. Many large
agencies are comprised of several budget entities and a separate request is prepared for each
budget entity.

The foundation of the state request process is the budget base, which is the amount of
money appropriated in the current tiscal year. Each state agency begins its legislative budget
request with the "cost to continue" current programs and builds upon that amount with requests
for improved programs and new programs. The budget :nstructions specify how to incorporate
such factors as workload increases, salary increases, znd inflation adjustments in determining
the cost to continue.

Within the cost to continue, improved programs and new programs categories, more
specific budget details reflect program components and appropriation categories. The four major
appropriations categories are:

a salaries and benefits (permanent personnel)

L] - other personnel services or OPS (temporary personnel)

e operating capital outlay or OCO (equipment and furnishings)

e operating expenses (supplies, travel, contractual services, etc.).

The program components typically vary by agency.

The legislative budgeting process is carried on at the committee level, and both the
Senate and the House of Representatives develop their own version of the General
Appropriations Act. Each appropriations committee operates through subcommittees, with each
responsible for different functional areas of state government. Staff for the appropriatic+s
committees analyze agency budget requests and the Gvernor's budget recommendations and
then prepare alternative budget recommendations.

Final deveiopment of the appropriations bili occurs in the Conference Committee, and the
final document is built through compromise among the speciaiized subcommittees to resolve
differences between the two chambers.  Appropriations staff prepare a final Conference
Committee Report for adoption by the entire Legislature. The Governor has final approval of all
bills passed by the Legisiature, and can veto any specific appropriation in the General
Appropriations Act. Once the appropriations act is signed into law, each agency allocates the
appropriation for each budget entity among the various units for which the funding was intended.

12
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2.2 |dentification of Various SUS Budget Groups

Most state-funded activities in the State University System fall under one of three major
sets of budget entities:

. Educational and General (E&G) -- $1,030 million
. Fixed Capital Outlay -- $109 million
. Special Units' - $284 million

Exhibit 2 illustrates the relative size of these major budget entities in the 1990 fiscal year. Each
of these entities is funded differently.

SUS appropriations come both from internal collections, e.g., student tuition and fee
revenues, and four major state revenue sources:

the General Revenue Fund

the Educational Enhancement Trust Fund (Lottery proceeds)
the State infrastructure Fund

Gross Receipts Tax

Exhibit 2

SUS Funding by Budget Group
1989-90 Fiscal Year

Education & General 87%

Health Units 1% Other 8%

'Effective with the 1991-22 appropriation, the SUS was granted lump-sum authority. Under
this authority, the special units became program componerits within the E&G budget entity.

13
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Overview of SUS Funding Processes Page 6

The General Revenue Fund and the Educational Enhancement Trust Fund are primarily
appropriated for operating budgets. Approximately 50% of all state taxes, licenses, fees, and
other operating recsipts are credited to the General Revenue. Appropriations to the SUS from
General Revenue are devoted almost exclusively to cover the annual, ongoing costs of
operations. A minimum of 35% of the total collections from the sale of state lottery tickets is
dedicated to the Educational Enhancement Trust Fund, which is available to public schools,
community colleges, and universities to enhance the quality of programs beyond that which
would be possible with only General Revenue funding.

The State Infrastructure Fund and the Gross Recelipts Tax are primarily appropriated for
fixed capital outlay. The State Infrastructure Fund consists of an annual distribution of a portion
of total sales tax collections and documentary stamp tax collections. A portion of these funds
is transferred to the Public Education Capital Outlay (PECO) fund. The Gross Receipts Tax is
levied on the gross receipts of electric, gas, and telecommunications utilities and is the major
source of revenue for PECO. PECO funds are dedicated to facility planning, construction,
equipment, and repair and renovation at the state's public schools, community colleges, and
universities.

Student matriculation and tuition fees comprise the majority of dollars contributed by
students to the SUS. Both fees, along with application and late registration fees, are remitted to
the Incidental Trust Fund which is allocated among the universities by the Boara of Regents
(BOR). The BOR sets the specific tuition and matriculation fees in an amount sufficient to equal
the total matriculation and tuition fee revenues which are established annually in the General
Appropriations Act. Students are also assess2d a building fee and capital improvement fee that
is used by the BOR for debt service on capital projects, and other fees for student health services
and athletics.

The SUS also operates substantial programs that are not directly funded by the state.
Major examples include:

. auxiliary enterprises, e.g., residence halls, food service, book
stores, etc.;

L contracts and grants, typically for sponsored research and service
programs;

. teaching hospitals.

The funding of these activities is not the focus of the current study.

23 E&G Budget Funding Process

The Education and General (E & G) budget entity covers the ongoing costs of operations
for most state-funded programs at the nine state universities. Appropriations are requested and
allocated by program component, including:

. instruction and research
L plant operation and maintenance
. administrative direction and support services

14



Overview of SUS Funding Processes Page 7
] student services
. libraries

Some components are budgeted with reference to a formula while the needs of other
components are reviewed on an incremental needs basis.

The BOR bases its budget priorities features on the State University System of Fiorida
MASTER PLAN_1988 Through 1992-93, which was adopted by the Board In 1988. The Plan

identified four priority goals to guide the State University System:
1. Improve the quality of undergraduate education.
2 Solve critical problems in a rapidly growing state.

3. Forge public-private partrerships to help the State University
System achieve its goals.

4. Develop and implement creative and innovative cost-saving
programs to increase efficiency without sacrificing quality.

These goals are the purposes for which resources are budgeted and spent by each of the nine
universities in the System.

24 Special Unit Budgets Funding Process

Several major program activities located at two of the universities have been funded
outside the E&G budget entity. Prior to the 1991-92 fiscal year:

L the Institute for Food and Agricultural Sciences (IFAS)
. the Health Sciences Center at the University of Florida (UF)
] the Medical Center at the University of South Florida (USF)

were designated Special Units. Funding for each of the Special Units has been requested,
appropriated and allocated as a separate budget entity.

The IFAS component includes instruction and research undertakings within the College
of Agriculture, the School of Forest Resources and Conversation, various institutes and research
centers, and the Agricultural Extension Service. The UF Health Center component includes
instruction and research undertakings in the colleges of medicine, nursing, pharmacy, health-
related professions, dentistry, and veterinary medicine and the teaching hospitals and allied
clinics at the J.Hillis Miller Health Center and the Veterinary Medicine Teaching Hospital. The
USF Medical Center component includes the instruction and research undertakings within the
colleges of medicine, nursing and public health.

Funding needs for the special units are reviewed on a programmatic basis rather than by
formula. Although the special units each have a variety of funding sources, including student
fees and federal grants and allocations, state general revenue is a significant funding source for
each special unit.
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25 Capital Outiay Budget Funding Process

The primary source of fixed capital outlay funds is the Public Education Capital Outlay
(PECO)Trust Fund. Other sources include designated student fees, General Revenue, and the
Educational Enhancement Trust Fund.

In the initial phase of the process to obtain PECO funding for new facilities, the nine
universities develop a five-year plan for capital projects in which new space needs or remodeling
or renovation requirements are identified and placed in priority order. Major projects are
requested in three phases: planning, construction, and equipment. Space requirements are
projected for a five-year period using a space needs formula. The formula provides for variations
in space factors based on campus characteristics as determined by program offerings, level of
courses taken by students, library holdings, total positions, and faculty assigned to research.

The five-year project plan and priority list for each university is reviewed at the System
level by BOR staff and by a Capital Construction Committee, and serves as the basis for
development of the SUS three-year priority list by the BOR within the revenue limits mandated
by the Commissioner of Education. The SUS list is updated annually to incorporate new capital
projects and the results of previous appropriations. New projects are evaluated for their relative
need based on projected space requirements and their relationship to the Master Plan goals.
The BOR also includes systemwide requests for funds for critical issues such as safety needs,
deferred maintenance needs, and asbestos removal projects.

Non-academic, student-related facilities such as student unions and recreational facilities
are most often funded from building and capital improvement fees assessed to students. Student
consultation and legislative appropriation action is required to expend this fee revenue. Auxiliary
enterprises, s.:ch as dormitories and parking facilities, are funded from auxiliary funds such as
dorm rent, bookstore revenues, and parking fees.

16
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3.0 COMPARISON OF LEGISLATIVE AND SUS
FORMULAS FOR THE E&G BUDGET

Two separate sets of formulas exist for the Educational and General budget entity. The
Legislature uses a formula, which was originally developed in 1956, to assess the funding needs
of the State University System (SUS) and to establish the amount of the appropriation. The SUS
bases its request on a set of formulas created in 1986-87 as part of the New Funding
Methodology (NFM) development effort. This chapter compares the purposes and features of
the two formulas.

3.1 Purpose of Legislative and SUS Formulas

One of the reasons that two formulas exist is that the needs of the Legislature and the
State University System for a funding technique are somewhat different. The legislative budget
process primarily deals with the SUS as an entity and not with the individual universities.
Therefore, the primary role of the Legislature’s formula is to determine the overall funding needs
of the System and to provide stable funding across the years. With this purposs, the formula
does not need to be able to recognize individual differences among the nine universities.

Although a number of different techniques could be used by the Legislature to determine
the total financial needs of the System, a formula is desirable because of its ability to contribute
to a predictable funding process over time. A formula ensures that the System's funding needs
will be assessed in much the same way from year to year. If the number of students to be taught
or the number of square feet to be maintained increases by five percent, for instance, the formula
automatically provides five percent more funding in the appropriate budget component.

The legislative budget process actually is a set of several different formula- and
judgement-driven components that relate to the different operational functions, e.g., instruction,
library, student services, etc. This process has permitted the Legislature to express its priorities
about the functional areas where it wants the universities to spend their appropriations. For
instance, the Legislature can express its priority for undergraduate education by adopting a lower
student-faculty ratio at the lower and upper levels while holding the other formula components
constant.

The formula used by the SUS not only needs to provide predictability, it also must serve
an additional purpose. The SUS formula is used to allocate the appropriation among the nine
universities. Therefore, the SUS formula needs to be coordinated with the System’s academic
plans and provide appropriate funding to enable the individual universities to work toward their
respective goals. This requires a formula that accommodates greater levels of detail than the
legislative formula.

17
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A second major characteristic of the SUS formula is that it must be concerned with equity.
The formula needs to be able to Identify areas where the universities are similar as well as areas
where they differ. A mathematical formula provides an Ideal way for the Board of Regents to
demonstrate that comparable programs at each university are being treated fairly in the budget
allocation process.

32 Comparison of Formula Elsments

The legislative funding process contains nine separate components. Only two of the
components are formula-based and the remaining components are based on a subjective
anaiysis of funding needs. The two formula components and their elements are:

. instruction and research (I&R) d

- instruction, at four different leveis

- research, at four different levels

- public service

- academic advising

- academic administration

I&R support
. physical plant

- staffing

- maintenance expense

- custodial expense

Funding for ail other components is determined by an annual, incremental analysis of need rather
than by mathematical factors.

The NFM developed by the SUS aiso contains the same nine separate components, but
five of its components are determined by formula-based methods. The formula elements in the
NFM include:

L instruction and research
- instruction, at four different levels for each of three
discipline categories
- research and public service, for 25 disciplines
- academic udvising
- academic administration
I&R support
. physical plant
- maintenance staffing and expense
- custodial staffing and expense

. administrative direction and support
- student services

. libraries
-  staffing and operations
- resources

18
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The four remaining components (radios and television stations, museums and galleries,
laboratory schools, and institutes and centers) are assessed annually on an incremental basis.

Exhibit 3 compares the two funding processes for Instruction and Research. Not only do
the number of I&R formula elements differ between the legislative and NFM formulas, the
individual formula variables and funding factors also differ. Even though both formulas have
provisions for academic advising, for instance, the legisiative formula factor provides moie
positions than the NFM.

Since the two formulas for instruction and research have different elements and funding
factors, the total funding amounts differ. Exhibit 4 compares the differences in the number of
positions that are generated under the two formulas using 1990-91 actual enroliments by
disclpline and level. The legislative formula is more generous at the two undergraduate levels
(lower and upper) and for thesis/dissertation supervision and academic advising, but less
generous for graduate classroom instruction, research and service, and academic administration.
Overall, the legislative formula generates about seven percent more academic positions for the
same enroliment than the NFM. The NFM formula factors for academic salaries, however, are
more generous and the overall I&R salary amounts are similar. Thatis, the NFM factors generate
fewer, but higher paid, academic positions within the same pool of funds. The NFM also
provides for somewhat higher funding rates in the other appropriations categories, especially for
Operating Capital Outlay (equipment).

3.3 Comparison with Actual Expenditures

When the NFM was developed in 1986-87, legislative staff expressed concern that the
proposed staffing ratios were not based on actual staffing levels nor did they respond to the
legislative priority for undergraduate instruction. These concerns certainly contributed to the
failure of the _egislature to adopt the NFM.

To determine how well either formula matches actual experience, we analyzed data from
the 1989-90 expenditure analysis. This database contains information about FTE production and
staffing levels, as well as data on the per credit hour costs at each discipline and level for each
university. Comparisons between the expenditure analysis and the two formulas are hindered
by two factors:

. the expenditure analysis treatment of graduate instruction focuses
on graduate | and graduate Il (roughly equivalent to master's and
doctoral level) instruction rather than graduate classroom and
graduate thesis/dissertation supervision;

. the expenditure analysis includes all academic positions regardiess
of whether the positions were generated by formula or were
appropriated for a special purpose, e.g, institutes and centers,
program development.

1
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Exhibit 3

Comparison of I&R Staffing Ratios
LMFWMNSUSMFMM

Formyula Component Formula NFM
Position Stalfing Ratios |
instruction -- Student-Faculity Ratios
Lower Level High Intensity 31.60
Average Intensity 32.50
Low Intensity 34.55
{Combined Lower 27.41 33.57
Upper Leve! High Intensity 24.20
Average Intensity 25.60
Low Intensity 26.60
[Combined Upper 20.13 26.00
Graduate Ciassroom  Migh Intensity 16.25
Average Intensity 17.35
Low Intensity 17.35
[Combined Graduate Classroom 19.45 17.12
Thesis/Dissertation High Intensity 6.00
Average Intensity 7.00
Low Intensity 7.00
{Combined Thesis/Dissertation 5.59 6.51
Research and Service -- instructor-Researcher Ratios
Research Lower Level 12.00
Upper Level 12.00
Graduate Classroom 3.40
Thesis/Dissertation 3.40
Service 48.00 ]
|Combined Reserach & Service 6.78 3.87
Academic Advising -- Student-Faculty Ratios 244.00 519.85
Academic Administration -- Faculty-Administrator Ratios 13.00 9.18
I&R Support 2.85 2.80
Funding Rates |
Academic Position Salaries $62,297 $67,418
Support Position Salaries 23,326 23,326
Other Personal Services per Position 0 1,250
Expensas ner Position 5,385 6,241
Equipment per Position 1,050 2,832
Data Processing per Position 423 0
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Exhibit 4
Comparison of the impact of the Formula Application
of Altemnative I&R Staffing Ratios and Funding Rates
Legisiative sSUsS
Formuta Component Formuls NFM
[Positions Generated |
Ingtruction
Lower Level High Intensity 238.2
Average intensity 53.2
Low Intensity 534.3
{Combineg Lower 1011.2 | 825.7
Upper Level Hign Intensity 521.2
Average intensity 132.9
Low intensity 1639.9
[Combineg Upper 2862.5 2293.9 1
Graguate Classroom  Hign intengily 193.0
Average intensity 1235
Low Intensity 584.8
coompineg Graguate Classroom i 793.0 ! 801.2
Thesis/Dissertation Hign intensity 97.7
Average intensily 13.3
Low intensity 89.7
|Compined Thes:s/Dissertation 1 231.8 | 200.7
|
Compined Graduate 1026.9 | 1101.9
|
Total Instruction 5000.5 ! 4221.5
Research ang Service
Ressarch Lower Level 843
Upper Leve! 246.9
. Graguate Classroom 233.2
Thesis/Oissertation 68.8
Service 104.2
Tolai Researcn & Service 737.3 1 1094.8
Acagemic Agvising 426.6 269.7
Acagemic Agministration 474.2 608.8
Total 1&R Positions ! 6638.5 6196.8
&R Suppon Positions 2329.3 2213.2
Doliars Generatea ]
Acagemic Position Salaries $413.561.539 | $417.777.473
Support Position Salanes 54,333,593 51.623.969
Other Personal Services 0 7.746.030
Expense 35.748.574 38.674.378
Equipment 6.970.474 17.549.405
, Data Processing 2.808.105 0
‘Totai Dollars Generated .+ $512422.285 - $533.371.25%5 °
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In order to compare actual staffing patterns with the corresponding formula-generated amounts,
we had to adjust the expenditure analysis results.?

Exhibit & illustrates the results of this analysis. At the two undergraduate and the
thesis/dissertation levels, actual staffing falls below the amounts generated by either of the two
formulas. For instance, only 73% of the positions generated by the legislative formula for
undergraduate instruction were reported for this purpose in the expenditure analysis. More staff
resources were expended on research and service, academic administration, and I&R support
than were generated by either formula. The actual amounts for graduate classroom instruction
and academic advising fall between the amounts generated by the two formulas.

Exhibit 5

Comparison of Actual Staffing Patterns to
Legislative and SUS Formula-Generated Amounts

Instruction

Lower Leval

Upper Level

Graduate Classroom

Thesis/Dissertation
Research & Service
Academic Advising

Academic
Administration

Posiions

2For the graduate instruction positions, we redistributed the sum of graduate | and graduate
Il positions in proportion to the NFM ratios for graduate classroom and thesis/dissertation. To
adjust for special allocations, we deducted institutes and centers positions from research, quality
improvement proportionately from instruction and research, program development positions
equally from instruction and academic administration, and technical adjustments proportionately
from all I&R elements.

22

T



Comparison of Legislative and SUS Formulas
for the E&G Budget Page 15

In addition to the analysis of academic staffing by function and level of instruction, we also
analyzed how the disciplines were assigned to discipline categories. During the 1980-91
academic year, the SUS recorded student FTE production in 31 separate disciplines. The NFM
consolidates the 31 disciplines into only three discipline categories. Our analysis of actual
student-faculty ratios in the 31 disciplines (see exhibit 6) shows that at least 15 disciplines have
staffing characteristics more similar to a different category than the one to which they are
currently assigned. Overall, the high intensity disciplines have a much lower student-faculty ratio
than the NFM provides while the average and low intensity disciplines tend toward higher ratios
than the NFM recommendations.

The use of only three broad discipline categories in the NFM is an attempt to simplify the
formula presentation for instruction. That is, the use of 31 or more disciplines for four levels of
instruction, with the resultant 124 student-faculty ratios, might be too unwieldy for easy
communication. The practice of discipline grouping is common in the formulas of many other
states, as seen in exhibit 7. Of the 12 states that belong to the Southern Regional Education
Board (SREB) and use formulas to determine funding requirements for instruction for their
universities, the number of discipiines in the instruction formulas ranges from three to 50. The
formulas in many of the states tend to recognize about 10-20 disciplines. Obviously, the use of
more discipline groupings results in fewer problems of assignment of discipiines to funding
categories.

34 Consideration of Non-Formula Components

As noted above, the Legisiature determines funding for seven components without
reliance on a formula. A concern raised by campus budget officials is that the needs of the non-
formula components tend to be overlooked In the budget process. To assess this concern, we
compared the funding levels by component for three fiscal years spanning the past decade. As
shown in exhibit 8, the percentage share of total funding for I&R (the largest formula component)
grew from 60% In 1980-81 to 63% in 1985-85 and to 66% in 1990-91. The proportion of funding
for administrative direction (the largest non-formula component) declined from 13% tv 11% and
then to 9%. However, these shifts cannot be attributed solely to formula recognition since the
proportion of funding for plant operations and maintenance (a formula component) declined while
the share for student services (a non-formula component) increased. Overall, the proportion for
the combined formula components increased slightly from 74% to 76% over the ten-year period.
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Exhibit 6

Comparison of Actual Student-Faculty Ratios
to New Funding Methodology Recommendations

Discipline Lowes Upper Qrad | Grad ||
High Intengit iphn. Fits: Fits: Fits: Fits:
Alived Health 11.59 Hi 13.43 Hi 11.60 Hi 10.04 LO
Architecture 23.85% Hi 20.01 HI 12.24 H! 855 AV
Engineering 20.73 HI 18.18 HI 13.30 HI 10.43 Lo
Eng/Eng-Related Tech 24.02 HI 15.98 HI 14 48 HI NA NA
Health Sciences 30.76 HI 1. HI 10.08 Hl 5.58 HI
Health-Related Activilies NA NA NA NA NA NA NA NA
Lite Sciences 34.41 LO 15.51 HI 7.52 Hi 9.15 LO
/ Physical Sciences 28.76 HI 16.18 ] 6.14 Hi 9.19 LO
Precision Production 42.91 LO 31.84 LO NA NA NA NA
Science Technologies NA NA 31.85 LO NA NA NA NA
Visual/Performing Arts 19.18 Hl 15.78 HI 8.80 Hl 10 64 LO
Average. High intensity 25.98 16.25 10.27 9.64
NFM Recommendations 31.80 24.20 16.25 6.00
Average intensity Disciplines 0.00
Agribus/Agri Production 11.28 HI 11.57 Hl 20.63 LO NA NA
Agricultural Sciences 988 Hi 8.13 Hi NA NA NA NA
Computer/information S¢i 31.13 HI 23 87 HI 15.25 HI 12.29 LO
Home Economics 3640 LO 22.32 HI 10.01 HI 9.38 Lo
Law NA NA 32.59 LO 26.43 LO 1.48 HI
Liberal/General Studies 34.96 LO 25 50 AV 14.69 HI 17.30 LO
Multi/interdis Studies 70.95 Lo §5.05 LO 6.01 Hi 0.00 Hi
Renew Natural Resources NA NA NA NA NA NA NA NA
Average, Average Intensily 35.77 2472 2217 11.52
NFM Recommendations 32 80 25.60 17.00 7.00
Low Intensity Disciplines 0.00
Area/Ethnic Studies 31.73 HI 22 53 H! 9.35 HI 50.81 LO
Business/Management 41.70 LO 34.27 LO 21.22 LO 7.42 LO
Communications 28.08 Hi 24 81 Hi 16.05 HI 16.7¢ LO
Communications Tech NA NA NA NA NA NA NA NA
Education 24.60 HI 27.84 LO 20.23 LO 10.19 LO
Foreign Languages 2612 L] 13.35 Hi 8.98 ] 9.64 LO
Interpersonal Skills NA NA NA NA NA NA NA NA
Leisure Recreation Act NA NA NA NA NA NA NA NA
Letters 20 85 HI 23 85 H! 10.22 HI 13 34 LO
Library/Archival Sciences 34 56 LO 12.73 HI 2114 LO 10.17 LO
Marketing/Distribution NA NA NA NA NA NA NA NA
Mathematics 29.16 Hi 30 7 LO 12.03 HI 9.91 Lo
Military Science NA NA NA NA NA NA NA NA
Military Technologies NA NA NA NA NA NA NA NA
Parks/Recreation 116.40 LO 49.95 LO 11.42 Hi NA NA "
Philos/Religion/Theology 3278 AV 1919 HI 7.37 HI 912 L0 |
Protective Services 67.15 LO 38.76 LO 12 14 HI 12.08 LO
Psychology 73 45 LO 32 03 Lo 972 HI 1098 LO
Public Affeus 43 .85 LO 25.32 AV 22.38 LO 9.31 LO
Social Sciences 53 33 LO 27.88 LO 10.36 Hl 12 03 LO
Average. Low intensily 32 44 29.24 i7.18 10.33
NFM Recommendations 34 55 26 60 1700 700
High Intensity 31.60 24.20 1625 600
Mid Point 3205 24 90 16 63 6.50
Average intensity 32.50 25 60 17.00 7.00
Mid Point 33.53 26 10 17 00 70c:
Low Intensity 34.55 26.60 17.00 7.00 !
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Exhibit 7

Characteristics of University Funding Formulas
States in Southem Reglonal Education Board, 1966-87

Alabama 7 3
Arkansas 10 5
Florida 5 4
Georgia 7 3
Kentucky 8 5
Louisiana 8 6
Maryland 8 2
Mississippi 8 3
North Carolina NA NA
Oklahoma 8 3
South Carolina 7 3
Tennessee 8 5
Texas 8 5
Virginia 8 6
WestViginia | NA_ NA
Exhibit 8
Trends in the Distribution

of SUS Expenditures by Function

Funcion | Ever
Instruction & Research 60.43%
Institutes & Centers 1.54%
Plant Operations & Maintenance 13.31%
Administrative Services 13.28%
Radio & TV Stations 0.45%
Libraries 5.74%
Museums 0.36%
Laboratory Schools 1.00%
Student Services 3.89%
o 100.00%

Formula Components

Non-Formula Components
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4.0 CONCEPTS OF FUNDING EQUITY

A common issue in the evaluation of higher education funding processes across
the nation is whether available resources are allocated equitably among the colleges and
universities in the state. The equity debate often pits groups of institutions against one
another, such as those universities that are well-established versus those that are still
developing, those located in urban areas versus those in more rural settings, schools
serving growing numbers of students versus those with stable or even declining
enroliments, or those who have members of the majority versus a minority race or a
specific gender as their primary clientele.

State systems seek to maintain an equitable funding process for a number of
different reasons. Not only do state leaders want to minimize discord among the
institutions and their leaders. they also recognize that an equitable funding process edds
to the credibility of the system's management, which in turn can be important in gaining
additional public support for the system. Also, the equity of educational funding
processes can become the subject of litigation (although most funding equity cases to
date have dealt with the process for financing elementa,y-secondary education rather
than postsecondary education). Perhaps most importantly, the value of equity is an
implicit assumption in almost all aspects of higher education -- including the siate funding
process.

4.1 Relationship Between Adequacy and Equity

Although equity is almost always a current issue to at least someone in a state
system of higher education, concerns about equity are heightened in periods when the
adequacy of funding also is subject to question. That is, institutional leaders who believe
that their institution has not received a sufficient allocation to carry out its mission are
likely to have suspicions about whether their share of the allocation is equitable. A
heightened concern about adequacy of funding can be a major contributor to the difficulty
in achieving consensus about whether any particular allocation is equitable.

Adequacy of funding for the State University System is now a major concern after
several years of state revenue shortfalls and the resultant budget reductions that have
been imposed on the SUS and other state agencies. Although the current study is not
specifically intended to address issues of funding adequacy, the magnitude of recent
reductions in funding levels may be a bigger issue than equity of the allocation. Recent
reductions are at least equal to the amount of funding differences among the nine
universities which gave rise to the current equity concerns.

Between the 1989-90 and 1991-92 fiscal years, the Educational and General budget
(all sources of funds) grew from $1.017 billion to $1.079 -- a 6.1% increase. This apparent
increase in funding, however, is deceptive as seen in exhibit 9. After the effects of a 9.1%
increase in the Consumer Price Index (CP!) and an 8.7% increase in full-time-equivalent
student enroliment, real spending per FTE student has declined by 10.6%.
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Exhibit 9

Adequacy of Funding: Shifts in Funding Leveis
Per FTE Student Between FYS0 and FYS2

$1,017,633,295

$10,231

$10,231

$1,039,339,119

$9,973

$9,452

1991-92

$1,079,706,400

$9,984

$9,148

Change: 90-92
Percent

$62,173,105
6.1%

($247)
-2.4%

1991-92
(Reduced 5%)

$1,025,721,080

$9,485

Change: 90-92

$8,187,785

($746)

0.8% . -7.3%

The current funding situation is likely to grow worse. The data just descrihed for
1991-92 are from the original appropriation. That is, funding can be expected to drop
another 4-5% as the Governor and Legislature deal with the current state revenue
shortfall. If funding is reduced 5%, as earlier proposed by the Governor, real funding per
FTE student will fall by over 15% in a two-year period.

The brief illustration above is not intended to be a definitive treatment of funding
adequacy for the State University System in 1991-92. Howaever, it should be sufficient to
ilustrate that funding adequacy concerns should not be obscured by the concurrent
debate about the equity of funding among the universities.

4.2 Alternative Concepts of Equity

By its very nature, viewpoints on whether equity has been achieved in the allocation
of scarce resources - like beauty -- is in the eye of the beholder. Even at the conceptual
level, consensus on a definition of equity is difficult to achieve.

Some participants in the funding process seem to regard equal dollar amounts per
institution as their measure of equity while some focus on equal dollars per student. Still
others consider equal funding rates per full-time-equivalent student to be a more valid
criterion. Probably the most accepted concept is that an equitable funding process
provides comparable dollars nr comparable programs on a per-FTE student basis.
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In the absence of an absolute agreement on what constitutes equity, one approach
to judging whether a funding process has produced an equitable result is to compare the
funding levels of the subject institutions. The comparison of funding levels across
universities Is a well-developed analytic procedure and has been used for many other
purposes, such as establishing desired (competitive) funding rates and making indirect
judgements about institutional quality. Direct comparisons are not orly useful in
measuring equity, but also the methods that have been developed to ensure an “apples
to apples" comparison of funding levels are equally useful in developing a process to
evaluate whether the design of a funding process is equitable.

In assessing either the adequacy or the equity of the funding level of an individual
institution, a frequent first step Is to identify other institutions -- often termed “peers" -- and
then compare either aggregate or detalled funding levels. For equity analysis purposes,
peers can be selected from among other institutions within the same state or from those
in other states.

The key requirement in using peers to assess funding equity is for the institutions
to share similar characteristics which are believed to be relevant for their funding
requirements. These characteristics sometimes include: :

s Program Mix. Some programs, e.g., engineering, are known to cost
significantly more to offer than other programs and can have a
considerable impact on average institutional costs. Peers should
offer a similar mix of high cost programs.

s Instructional Level Mix. Generally speaking, costs per student tend
to increase with instructional level, i.e., doctoral ir:ctruction costs more
to offer than freshman instruction. Peers should have similar
emphases on upper and graduate-level instruction.

® Size. Universities of differing size are believed to experience
economy of scale to differing degrees. Therefore, peers should have
the same general enroliment level.

s [nstitutional Location. Some regions of the country have higher costs
for goods, services and support personnel than others, and urban
locations within a particular region face different costs structures than
their rural counterparts. Peers are frequently chosen based on
geographic considerations.

When all peer institutions are selected from the state where the equity analysis is being
conducted, an equitable funding process would lead to all members of each group of
peer institutions having similar per-student funding rates. When peers are selected from
other states, each category of institutions should have the same proportionate
relationship to its peers, e.g., 95% of average, in per-student funding levels.
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43 Typical Provisions for Equity in Funding Process

Perhaps the best way for a state to demonstrate that its funding process is
equitable is to rely, at least In part, on formulas to allocate resources. Under a formtila
approach, for example, each student credit hour in upper division computer science might
generate the same amount of funds regardless of which university teaches the course.

Not surprisingly, many funding formulas or processes incorporate variables that
deal with the characteristics used to define peer groupings. In an attempt to respond
equitably to the differing needs of institutions, instructional formulas generally provide
different rates of funding according to discipline and level of instruction. Similarly,
formulas flor support functions often recognize economy of scale and geographic cost
differentials.

To administer their formulas, states usually adopt a number of related policy
guidelines that also affect how funding is allocated. These policies may, or may not, be
specifically concerned with equity. For instance, policy decisions are needed about which
enroliment data to use in the formula, whether to protect universities from funding
reductions, or whether to provide for minimum salary increases for all continuing
employees on all campuses. Depending on the circumstances, such policy guidelines
can become more important than the formula itself in their impact on the actual allocation.

The allocation often is designed to implement or reinforce a variety of technical and
policy decisions such as:

s Enroliment Policy. Comparisons of resources per student to assess
the equity and adequacy of funding generally are based on the count
of students actually attending. However, allocations are sometimes
based on "assigned students" in accordance with state enroliment
management policy.

8  No-Loss Provisions. During periods of slow or no budget growth for
the overall system, the strict application of the funding formula can
lead to some universities experiencing reduced appropriations. A
"no-loss" policy to protect universities from funding reductions is
common.

s Salary Policy. Sometimes due to either legislative policy, negotiated
agreements with labor organizations, or Board policy, minimum salary
adjustments are specified and supersede the normal allocation
procedure.

®  Program Phase-In/Out Policies. When a decis.on has been made
either to implement or discontinue a program, its interim funding
requirements may not be reflected by an enroliment-based funding
process. Higher education funding methodologies often incorporate
a policy of line-item funding for many new or discontinued programs.
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® Financial Aid Policy. When student financial aid is administered by
the university using unrestricted funds, student grants are treated as
expenditures. Therefore, the state's eligibllity policies on financial aid
can affect a university's need for (and equitable share of) funds
somewhat independent of the number of students enrolled.

® Special Research and Sewvice Missions. Universities frequently are
assigned research and service missions that are largely unrelated to
the numbers of students enrolled. Prime examples are the numerous
institutes and centers that require considerable funding but do not
generate FTE students.

s Quality/Program Priority Policy Mandates. State boards often make
decisions to assign a university to develop and maintain programs of
national distinction, perhaps through creating endowed chairs or
centers of excellence. Where such assignments and special funding
exist, per-student funding levels are enhanced.

® Facilities Maintenance Policies. For a variety of reasons, but often
related to the age of the institution, universities face greatly different
costs in maintaining and operating their physical plants and other
assets.  Universities with similar enrollment levels may need
significantly different allocations for physical plant operations to
maintain comparable facilities fu. t'::!r students.

For a number of valid, policy-related reasons, per-student funding for universities with the
same general mission in the same system may be specifically intended to vary.

In addition to formulas, most states find the need to allocate some portion of
available funding on a more subjective basis. "Special allocations" may be a more
appropriate method than formulas to provide funds for activities that are difficult to
quantify or to allocate funds when specific amounts are already known, e.g., special
payments for specific contractual commitments. Also, special allocations often are made
to support a major program, e.g., a state museum, that is unique in the system and equity
among institutions is not a major funding concern.

4.4 Proposed Working Definition of Equity

In the current project, the primary task is to make “an assessment of the extent to
which funds are allocated on an equitable basis for comparable programs across the
State University System." Asthe basis for this assessment, we propose the following
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working definition of equity:

A funding process will be considered to be equitable in its treatment of the
individual universities if the resulting allocation:

& recognizes, on a per-student basis, known and material
differences in the costs of carrying out the assigned mission
of each university

& mplements policy decisions that are considered 'o be
equitable, and

& provides each university with the same relative capacity to
fulfill its assigned mission.

This working definition assumes that each mission is of equal priority to the state, but it
does not attempt to determine whether missions have been assigned equitably among
the universities. Further, the definition avoids the adequacy issue in that it requires only
that each university have "the same relative capacity" to carry out its mission.

Using this definition, our analysis will require both a technical review of the design
of any mathematical funding formulas and supporting databases that are used Iin the
allocation and an investigation of the reasonableness and impact of policy decisions.
This definition also has several implications for the types of questions to be addressed
during the course of the project: .
1. Do the formula variables correspond to significant differences in the

individual missions of the universities?

2. Are the values for the variables used in the formula based on
documented differences in the costs of performing various missions?

3. Are the policy guidelines appliad uniformly to all institutions?

4. Are the policy guidelines applied consistently ovei time, such that they do
not affect the long-term aquity of the funding process?

5. Do the special (non-formula) allocations relate to significant and unique
needs of the individual universities?

6. Is each university provided an equal opportunity for its uniqueness to be
recognized in the funding process?

31
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4.5 Other Desired Characteristics in a State Funding Process

Although the express purpose of this report is to assess the equity of the SUS
budget process, the reader is reminded that equity is only one criterion for evaluating a
funding process. Other important criteria include whether the allocation process:

® contributes to the achievement of statewide goals for the universities,

® s cost-efficient to administer,

® protects the universities from extreme short-term fluctuations in
funding levels,

® focuses on major policy issues in addition to equity concerns.

Our analyses and recommendations will take these factors into account in addition to
equity concerns.
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5.0 EQUITY OF THE NEW FUNDING METHODOLOGY
AS AN ALLOCATICN PROCESS

The simplest and perhaps the most common method for assessing whether the
allocation of funding among the nine state universities is equitable Is to analyze the
dollars allocated per full-time-equivalent (FTE) student actually enrolled. In conducting
such an analysis, however, any variances found among the nine universities in the
aggregate per-student funding rates may or may not necessarily be inequitable.
According to the definition of equity adopted for this study, an equitable funding process
provides each university an equal opportunity to fulfill its de facto mission successfully.
Therefore, if a funding difference is directly attributable to the costs of a university carrying
out an academic mission that is different from others, the funding difference is considered
to be equitable rather than inequitabie.

Likewise, our definition of an effective funding system recognizes the desirability of
funding policies that promote other goals in addition to equity, e.g., creating predictable
and stable funding levels or developing new programs and services. As long as these
policies do not consistentiy favor one set of universities over another, they also would not
be considered to be inappropriate merely because they lead to short-term differences in
per-student funding.

In this chapter, we analyze the aquity of a simulated allocation of the 1990-91
appropriation among the nine universities based on the concepts of the New Funding
Methodology and other recent funding strategies.

5.1 Background of the New Funding Methodology

Based on concerns from some of the universities, the SUS conducted a study in
1984 which "determined that inequities did resuit from the (then) current allocation
process.” Based on this finding, the SUS undertook several years of formula review which
resulted in the Board uf Regents adopting a "New Funding Methodology" (NFM) in 1987
and, after further study at the request of the Legislature, again in 1988. The premise of
the NFM is that its formulas would Iead to an equitable allocation if fully implemented.
Since the SUS has not fully implemented the NFM formulas due both to policy constraints
and funding limitations, the SUS budget staff has testified before PEPC in 1991 that an
equitable allocation still has not been achieved. Our study attempts to go beyond the
testimony of SUS staff and to determine whether the NFM could lead to an equitable
allocation if it were fully implemented.

The SUS New Funding Methodology does not claim to provide each u. iversity with
equal funding per FTE student. Instead, the methodology generally attempts to provide
equal funding for equal levels of activity in comparable programs. Under this approach,
institutions receive equal funding per FTE only when they have comparable programs with
similar levels of activity.
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By design, at least 18 different components of the State University System (SUS)
New Funding Methodology allocation process (if fully implemented) would contribute to
differential funding rates per FTE student. Many of the 18 components are highly visible
steps in the SUS funding process and are Intended to contribute to equitable -- though
differential - funding. Some components are designed to comply with sections of the
Florida Statutes or the General Appropriations Act and the accompanying Letter of intent.
Other components resuit from policy declsions made by the Board of Regents upo:1 their
adoption of the New Funding Methodology in 1987 and 1988. Although these
components contribute to differential funding, they are specifically intended to promote
equity through their ability to recognize the differential needs of the nine universities. The
18 components are:

= enroliment planning and management policies

m formula-based allocations to recognize the requirements of fulfilling
different academic missions

- Instructional program offerings
- staffing characteristics

- fee walvers

- library clientele characteristics
- library new program support

- branch campuses

= non-formula allocations which also recognize the requirements of
fultilling different academic missions

- non-enroilment generated appropriations and/or allocations for
instruction and research

- funding for unique operations, such as campus radio-
television stations and statewide museums

® allocations to recognize the requirements of universities serving a
different mix of students

- part-time students
- students enrolled in special units
- disadvantaged students
- students eligible for need-based student financia' aid
- students eligible for merit-based student financial aid
® physical plant operation and maintenance alloations
= administrative direction and support services allocations

- economy of scale considerations
- administrative services for special units

®  funding stability, or hold harmless, poiicies
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These 16 NFM components should help explain major funding differences among the
nine universities.

5.2 Analytic Approach

Since the actual allocation is not totally based on the NFM, our analytic approach
attempts to gimulate an allocation based on the formula concepts of the New Funding
Methodology and the actual dollars by program category which were appropriated
by the Legislature in 1990-91.% We first calculate a gross funding measure of allocations
per FTE student actually enrolled for each university and for the overall system for the
1990-91 fiscal year. We then isolate each of the 18 separate components that are known
to result in differential funding levels per student among the universities. We discuss the
rationale for each of the formula components and then illustrate the magnitude of funding
realignments that resuit.

As a result of these 18 components and other unexplained factors, the gross
funding levels per FTE student in the 1990-91 fiscal year varied across the universities by
more than 20% over or under the system average of $10,044, with the range from the
highest to the lowest funding rate being $4,445 per FTE student:

$ Per FTE

Again, these variances in unadjusted funding per FTE do not necessarily indicate that the
1990-91 allocation was inequitable. The variance was inequitable only if the differences
cannot be attributed to either mission-related and policy-based factors which, according
to the NFM recommendations, justify special funding recognition.

53 Enroliment Planning and Management Policies

The funding calculation shown above is based on actual FTE enroliment in FY91,
According to Florida Statutes, however, funding decisions are to be based on planned
FTE enroliment. The intent of the law is to discourage indiscriminate growth and to aid
in directing the state's scarce educational resources toward programmatic areas of

3In practice, the SUS allocation process starts with the prior year funding base intact (the
"hold harmless" policy). The New Funding Methodology has been used only to allocate the
increments of new funding that are appropriated each year for growth or enhancement. In this
analysis, we first apply the formula conceots of the New Funding Methodology and the residual
difference in per-student funding is assumed to be the result of the hold harmless policy.
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greatest priority, e.g., accommodating transfer students under the Articulation Agreement.
In compliance with the statutes and administrative regulations, the Deputy Commissioner
of Education conducts perlodic enroliment estimating conferences where representatives
of the Legislature, the Commissioner and the SUS agree on planned (or funded)
enroliment levels for each unlversity in a number of discrete categorie-. For a broad
variety of reasons, the actual and planned enroliments for the universities differ
considerably. For FY91, for instance, actual enroliments for the System exceeded
planned enroliments by nearly 7%, as seen in exhibit 10. All nine universities exceeded
their enroliment plans; one university (FAMU) was 20% over its plan while others
surpassed their target by less than 1%.

When the ratio of planned to actual enroliment for the individual universities varies

significantly from the system average, significant amounts of dollars are redistributed as
shown below.

USF

10,211

Adjustments - -11

Variance 494

5.4 Allocations to Recognize the Requirements of Fulfilling Different
Academic Missions

The SUS New Funding Methodology has six formula-based provisions to relate
funding levels to the costs of different academic missions. Four of the six facters are
based, at least in part, on the concept that certain instructional programs are more
expensive to carry out than other programs.

Instructional Program Mix

The component of the formula that accounts for the largest pool of dollars is the
instructional productivity calculation which determines the number of instruction and
research (I&R) positions. The SUS New Funding Methodology recognizes that the
number of FTE students that are to be served per FTE academic position should vary by
both instructional level and academic discipline. The formula enables the universities to
offer classes with successively smaller enroliments as the course level advances from
lower level (courses generally taken by freshmen and sophomores) through upper ievel
(courses generally taken by juniors and seniors) and then to graduate classroom and
graduate thesis and dissertation.

Exhibit 11 lists enroliment by level for each university. In comparison to each

university's share of the overall FTE enroliment in the System, the greatest variance is
seen at the lower level and in thesis/dissertation supervision.
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Exhibit 10

Comparison of Actual and Planned FTE Enroliment 23-Dec-91
By University and By Level, 1990-91
Lovel UF_ | FSU | FAW USF FAU UWF_ | UCF AU T "UNF T sus
Actusl Annual FTE Enrolment
Lower Level 7,599 5,669 2,900 3,570 1,170 837 3,023 2,129 820 27,7117
Upper Level 10,235 9,746 2,620 10,566 4,328 2,932 7,865 8,670 2,672 59,634
Sub, UndGr 17,8534 15,415 5,520 14,136 5,498 3,769 10,688 10,799 3,492 87,351
Graduate Classroom 3,689 3,199 252 2,728 1,016 726 1,333 1,813 668 15,424
Thesis/Dissertation 507 406 8 179 75 18 63 47 3 1,306
Sub, Grad 4,196 3,605 260 2,907 1,091 744 1,396 1,860 671 16,730
Total 22,030 19,020 5,780 17,043 6,589 4513 122841 12,650 4,631 104,081
Planned Annual FTE Enroliment
Lower Level 8,072 6,097 2,684 4,006 1,100 859 2,785 1,997 765 28,365
Upper Level 9,612 7.971 1,843 9,756 4,383 2,759 6,741 7,197 2,446 52,708
Sub, UndGr 17,684 14,068 4,527 13,762 5,483 3,618 9,526 9,194 3,211 81,073
Graduate Classroom 3,582 3,069 277 3,063 988 761 1,320 1,658 716 15,434
Thesis/Dissertation 534 347 13 191 53 15 79 44 0 1,276
Sub, Grad 4,116 3416 290 3,254 1,041 776 1,399 1,702 716 16,710
Total 21,800 17,484 4817 17,018 6,524 4,394 10,925 10,896 3,927 97,783
Actual FTE Enroliment Over (Under) Plan
Lower Level (473) (428) 216 (436) 70 (22) 238 132 85 (648)
Upper Level 623 1,775 777 810 (55) 173 1,124 1,473 226 6,926
Sub, UndGr 150 1,347 993 374 15 151 1,362 1,605 281 6,278
Graduate Classroom 107 130 (25) (335) 28 (35) 13 185 (48) (10)
Thesis/Dissertation 27 59 (5) (12) 22 3 (16) 3 3 30
Sub, Grad 80 189 (30) (347) 50 (32) (&) 158 (45) 2
Total 230 1,536 963 27 65 119 1,359 1,763 236 6,288
Variance from Pltanned FTE
Lower Level -5. -7.0 8. -10. 6.4 -2.6 8.5 6.6 7. -2,
Upper Level 6.5 22.3 42, 8.3 -1.3 6.3 16.7 20.5 9, 13.1
Sub, UndGr 08 9.6 21. 2.7 0.3 4, 14.3 17.5 8. 7.
Graduate Classroom 3. 4, -9. -10. 2.8 -4.6 1. 9.3 -6.7 -0.1
Thesis/Dissertation -5.1 17. -38.5 -6.3 415 20. -20.3 6.9 NA 2.4
Sub, Grad 1. 5.5 -10.3 -10. 4.8 -4.1 ~0. 9. -6.39%4 0.1
Tota! 1,194 8.89% 20.0% 0.29 1.0 2.79 12.4% 16.29% 6.0% _ S.4%
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Exhibit 11

23-Dec-91
Analysis of FTE Enroliment Mix By University and By Level
Actual Annual FTE, 1990-91
Lavel UF FSU FAMU USF FAU UWF UCF FIU | UNF SUS |
FTE Enroliment by Level
Lower Level 7.599 5.669 2,900 3.570 1,170 837 3,023 2,129 820 27,7117
Upper Level 10,235 9,746 2,620 10,566 4,328 2,932 7,865 8,670 2,672 59,634
Sub, UndGr 17,834 15,415 5,520 14,136 5,498 3,769 10,888 10,799 3,492 87,351
Graduate Classroom 3,689 2.:99 252 2,728 1,016 726 1,333 1,813 668 15,424
Thesis/Dissertation 5C7 406 8 179 75 18 63 47 3 1,306
Sub, Grad 4,196 3,605 260 2,907 1,091 744 1,396 1,860 671 16,730
Total 22,030 19,020 5,780 17,043 6,589 4513 12,284 12,659 4,163 104,081
Percent Distribution by Level for Each University
Lower Level 34.5% 29.8% 50.2% 20.9% 17.89 18.5¢9 24.6 16.8 19.7 26.
Upper Level 46.5% 51.2% 45.3¢9 62.09 65.79 65.0 64, 68.5 64. 57.3
Sub, UndGr 81.0%% 81.0 95.5 82.9 83.4 835 88.6 85.3 83. 83.
Graduate Classroom 16.7% 16.89 4.4% 16.0% 15.4 16.1 10. 14.3 16. 14,
Thesis/Dissertation 2.3% 2.1¢9 0.19 1.1% 1.19 0.4 0.59 0.4 0.1 1.3
Sub, Grad 19.0 19.09 4.5 17.1% 16.6 16.5 11.4 14.7 16.1 16.1
Total 100.0%( 100.0% 100.094 100. 100. 100.09% 100.0% 100. 100. 100.09%
1 )|
Percent Distribution by University for Each Level
Lower Level 27.4% 20.59 10.5% 12.99 4.2 3.0 10. 7.7 3. 100.
Upper Level 17.2% 16.39 4.4% 17. 7"3 7.39 4,99 13. 14.59 4.5 100.
Sub, UndGr 20.4% 17.69 6.3% 16.29 6.3 4.39% 12.5 12.4 4. 100.
Graduate Classroom 23.9% 20.7% 1.6% 17.7% 6.6% 4.7%; 8.6 11.8 4.3 100.
Thesis/Dissertation 38.8% 31.1% 0.6% 13.7% 5.7% 1 .4:/3 4.8 3.6 0. 100.
Sub, Grad 25. 1‘%] 21.5% 1.69{1 17.4% 6‘.5%r 4.4 8.3 11.1 4. 100.
Total 21,24 18.3%( 5.6 16.4% 6.3% 4.3% 11.8% 12.29% 4.0% 100.0%
40
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The instructional productivity formula also recognizes three broad groups of
disciplines according to their need for close faculty supervision:

& high intensity disciplines -- primarily courses in the sciences and fine
arts - which require the smallest average class size,;

a average intensity disciplines -- agriculture, home economics,
computer science and law;

@ low intensity disciplines -- primarily courses in the social sciences,
business and teacher education -- where large enroliment classes can
be accommodated more successfully.
The combination of four levels and three discipline groupings yields the following 12
different student-faculty ratios, as shown in exhibit 12:
Exhibit 12

Student-Faculty Ratios by Discipline and Level

Intensity

Instructional Level

Lower Level

Upper Level

Graduate Classroom

If all resulting instruction and research positions and their related support positions were
funded at the system average salary rates, the instruction and research productivity
factors would lead to the following differences ‘~ funding per FTE student:

$ Per FTE

Variance
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Stafling Characteristics

Once the number of academic positions is determined by the student-faculty ratios
and other productivity factors, differentlal salary rates by university are used to calculate
total academic salary requirements. The SUS New Funding Methodology specifies that
faculty salary averages should vary by university based on the discipline mix and
graduate teaching and research work loads. National studies show that average faculty
salary rates vary dramatically (by more than 100%) from one discipline to another, with
engineering and law faculty, for instance, being paid more than twice the salary rate as
faculty in the arts. Other national studlies show that faculty salary averages also vary by
institutional type, with salaries at graduate research universities greatly exceeding those
at predominantly undergraduate institutions.

Exhibit 13 compares facuity salaries at the SUS institutions to the corresponding
categories of universities In the AAUP and SREB salary surveys. In both surveys, the
three major doctoral-granting universities (UF,FSU and USF) appear to be the least
competitive with their assigned peers while the other six universities typically match or
exceed the salaries paid at similar universities in other states.

In recognition of the competitive environment for recruiting and retaining faculty, the
New Funding Methodology provides unique faculty salary averages for each the nine
universities. The New Funding Methodology also provides different salary rates for I&R
support personnel, due both to the different proportions of scientific/technical staff that
are required for the different programs and the recognition of a geographic area salan-
cost differential for certain types of positions. When both faculty and support staff salary
rate differentials are applied to FY91 staffing levels and then reduced to dollars per FTE
student, the New Funding Methodology salary policy results in the following variances:

Av Fac
Sal

Av Spt
Sal

Varlance

Fee Waivers

Some of the additional costs of graduate education are recognized in the provisions
for aliocating fee waivers. Fee waivers permit certain students to avoid paying tuition and
fees. To comply with industry financial reporting standards, a fee waiver is recorded both
as a revenue (student tuition and fees) and as an expense (scholarships and fellowships).
In accordance with the recommendations of a joint PEPC-SUS study in 1989, the SUS
allocation procedures direct about three-fourths of the fee waivers to those institutions
with the largest number of graduate assistants.

12



Exchibit 13

Relative Equity of Faculty Salary Averages in Comparison
to Peers by Peer Grouping and Comparative Measure

23-Dec-91 datshli08

Comparative Measure UF | FSU FAMU USF FAU UWF UCF FiU UNF SUS

Data Source: 1990-91 AAUP Survey (Welghted Average,; Three Ranks)

Peers: AAUP Category Averages

SUS Averages 47,800 45,600 41,200 44,900 45,900 42,100 43,200 43,500 39,900 43,800

Peer Averages 49,238 49,238 37,817 49,238 43,849 43,849 43,849 43,849 37,817 44,305
SUS / Peer 97% 1 91 105% 999% 99% ! 9994

Data Source: 1990-91 SREB Data Exchange

Peers: SREB Category Averages

SUS Averages 45,84 45,062 40,348 43,314 45457 41,129 41,540 41,430 38,786 43,856

Peer Averages 47,405 47,405 38,183 47,405 38,183 38,152 38,183 38,183 36,506 42,101
SUS / Peer 979 959 106% 9194 1199 108% 10994 1099 1069 104%4
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Library Clientele Characteristics and New Program Requirements

Library accreditation standards, such as staffing and collection targets, are based
on utilization studies which demonstrate that the rate of use of libraries varies according
to the level of student, i.e., graduate students have greater requirements than
undergraduates. Also, the standards indicate that the total number of campus employees
and the size of the collection affect required staffing levels. The library component of the
New Funding Methodology, which is a modification of a formula developed by the
Washington State Council on Higher Education, incorporates some of these concepts into
a separate library staffing formula.

The NFM has a separate formula element for library resources. Generally, this
formula provides a replacement factor based on the size of the current collection. Current
library collections per FTE student vary across the universities due to program
differences, the age of the institution and local priorities. Exhibit 14 shows the size of the
library collection per FTE student, with UWF at 30% above the System average and UCF
trailing by 42%. The NFM also provides the opportunity for the library needs of new
programs to be recognized.

Exhibit 14
Comparison of Library Inventory per FTE Student

3,304,845
2,405,599
601,900
1,663,603
754,651
677,329
746,855
951,188
505,178
11,611,149




Equity of the New Funding Methodology
as an Allocation Process Page 35

The variances in funding per FTE student in FY91 for ongoing library operations
and new program collection development were as follows:

Regular
$ Per FTE

Variance

New Prog
$ Per FTE

Variance

Branch Campuses

Several of the universities operate extensive programs away from their primary
campus location. Over the years, studies by PEPC and others have found that these
universities face extra administrative and support costs in delivering programs at branch
campuses and other off-site locations. The extra costs are attributed both to the distance
of the branch from the base of operation and the small scale of operation, |.e., the lack
of economy of scale at the branch campuses. The SUS New Funding Methodology
attempts to recognize at least some of these extra costs in its allocation for student
services, libraries, plant operations and maintenance, and administrative support. These
amounts in FY91, on a per-student basis, were:

$ Per FTE

Varlance

5.5 Non-Formula Allocations to Recognize the Requirements of
Fulfilling Different Missions

In addition to the formula-based methods to recognize mission differences, the NFM
also contains several non-formula provisions that provide funding for unique needs. The
NFM includes substantial numbers of non-enroliment related positions for I1&R programs
as well as separate provisions for such units as radio and TV stations which are not found
at each university.

46
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Non-Enroliment Related Appropriations and Allocations for
Instruction and Research

Over the years, a substantial number of the instruction and research positions in
the State University System have been appropriated and/or allocated on bases other than
growth in enroliment. Some of these positions were to provide staff for special research
activities, such as the recently announced joint magnetic laboratory to be operated by UF
and FSU or the long-established Engineering and Industrial Experiment Station (EIES) at
UF*. Others were provided as part of the several special appropriations for quality
improvement programs (QIP) in the mid 1980s. For the past half-dozen years, funding
for the Comprehensive University Plan (CUP) has provided extra program development
positions for FAU and FIU. Exhibit 15 lists the number of academic and I1&R support
positions by category that are allocated to each university but are not generated by the
enroliment formula.

Overall, such special appropriations or allocations nov amount to an estimated
$1,425 per FTE student for the system average. Not surprisingly, non-enroliment based
allocations contribute to a variance of over $1,000 per FTE student between the university
with the most special funding (UF) and the least (UNF).

$ Per FTE

Variance

Funding for Unique Operations

Some of the universities carry out substantial activities that are not directly related
to collegiate instruction and only partially related to faculty research. Three exampies
include museums, radio and television stations, and laboratory demonstration schools.
These special purpose facilities are not found at all of the universities and tend to be
concentrated in the older institutions. The University of Florida, with all three types of
special purpose operations as listed atove, receives $342 more per coliege FTE student
than the several newer institutions that do not have any of these responsibilities.

4Unlike other non-enroliment positions in this discussion, the positions for EIES are funded
through contracts and grants with outside parties. That is, no state dollars are appropriated to
EIES and the positions can be used only if external dollars are raised.

The amounts for FAU and FIU may be understated due to the estimating procedure which
does not take into account the significant one-time OCO expenditures for CUP in 1990-91.
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Exhibit 15
Non-Envoliment Generated Positions
Allocated for instruction and Research
Institutes & Centers | Quality Improvement | Technical Adjustments | Program Development Total

University | Academic  Support |Academic  Support |Academic  Support | Academic  Support |Academic  Support
UF 185.91 263.25 114.84 120.42 3.49 17.30 -0.50 -0.50 303.74 400.47
FSU 56.35 90.00 122.71 137.10 28.61 71.31 10.00 5.00 217.67 303.41
FAMU 5.50 6.00 70.25 27.50 12.49 -1.30 450 3.00 92.74 35.20
USF 80.00 294.00 103.63 67.87 -9.90 -33.27 4.00 -1.50 177.73 327.10
FAU 10.50 13.00 41.54 19.14 -2.39 -14.49 69.70 31.55 119.35 49.20
UWF 13.92 5.00 33.35 18.00 8.55 7.07 0.00 0.00 55.82 30.07
UCF 49.56 16.00 59.72 39.00 -1.09 13.62 4,36 1.00 112,55 69.62
FiUu 24.50 10.00 60.49 33.40 1.06 9.59 72.75 27.00 158.80 79.99
UNF 0.00 1.00 32.50 10.90 1.59 -7.89 0.00 0.00 34.09 4.01
Sus 426.24 698.25 639.03 473.33 42 .41 61.94 164.81 65.55 | 1272.49 1299.07
Percent Distribution _ |

UF 44% 38 18% 25¢°, 8% 289 0% -19 24%

FSU 13% 13 19% 290 67% 1159 6% Sﬂ 17%

FAMU 1% 19 11% 6° 29% -29 3% 50, 7%

USF 19% 42% 16% 149 -23% -540 2% -2 14%

FAU 2% 2% 7% 49 -6% -230 42% 480 9%

UWF 3% 1% 5% 40, 20% 119 0% 003 4%

UCF 12% 2%y 9% 8¢ -3% 229 3% 2% 9%

FiU 6% 1% 9% 7° 2% 150 44% 419 12%

rUNF 0% 0 5% 29 4% -130 0% 0° 3%

EB 100% 100%  100% 100%  100% 100%  100% 1003 100%
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Variance

5.6 Aliocations to Recognize the Requirements of Serving a Different
Mix of Students

The SUS allocation includes five provisions that attempt to recognize the differential
funding needs of the universities depending on certain characteristics of the students they
serve. The student's enroliment status and economic status are each recognized in two
different steps. The fifth formula component provides for merit-based student financial
aid. All five adjustments are made to the allocation for student services programs. Even
though five separate calculations and amounts are involved, the components taken
together comprise only 6% of total E&G funding in the SUS.

Part-Time Students

Although the funding requirements for providing classroom instruction are generally
measured on a fulHime-equivalent student basis, universities with large numbers of part-
time students contend that student support services are provided on an individual person
(or head count) basis without regard to the number of credits for which the student is
enrolled. For instance, processing the registration for a part-time student who takes one
course is nearly as time-consuming as registering a full-time student for five courses.
Exhibit 16 shows the variation in the enroliment of full-time and part-time students across
the SUS. The three oldest universities (UF, FSU and FAMU) all enroll a significantly
higher proportion of full-time and FTE students than head count students.

The SUS New Funding Methodology considers both types of enroliment-counting
methods and calculates funding for general student services programs using the average
of FTE and head count enroliments. This leads to slight differences in per-FTE student
funding, which favor the universities with the highest proportion of part-time students:

$ Per FTF

Variance
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Exhibit 16

Distribution of Full-Time, Part-Time and
Full-Time-Equivalent Enroliments

Special Unit Students

During the 1990-91 fiscal year, most activities of the special units, e.g., the medical
centers and the Institute for Food and Agricultural Sciences (IFAS), were funded through
separate budget entities. Student services programs for special unit students, however,
were provided by personnel funded in the E&G budget. In recognition of this special
workload, the allocation process directs additional dollars to UF and USF where the
special units are located.

$ Per FTE

Variance
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Disadvantaged Students

The universities serve markedly different student bodies In terms of their students’
academic abilitles and famlly income levels. Low income students are beiieved to lack
the readiness to succeed in college and, therefore, to require much more counseling and
student support services than the average student. Exhibit 17 shows the proportion of
*high risk" or disadvantaged students served by each university.

An add-on feature of the student services funding process, which is applicabie only
to FAMU, provides 10% extra funding per student due to the high proportion of
economically disadvantaged students that the university enrolls. This speclal provision,
which was adopted by the Board of Regents as part of the New Funding Methodology,
amounted to $49 per student for FAMU in 1980-91.

$ Per FTE

Variance

Need-Based Student Financial Aid

Of the total funds that were appropriated for student financial aid, 66% were
designated by the Legislature for need-based financial aid. The New Funding
Methodology directs that these funds be allocated in proportion to the average level of
debt per student on federal student loans. Unless the universities enroll needy students
in the exact same proportion as their overall FTE enroliment, the funding for financial aid
will vary among the universities on a per-student basis. Overall, the SUS aliocated $67
per FTE for need-based student financial aid in 1990-91, with FAMU receiving $23 mor~
than, and FAU $37 less than, the system average.
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Pell Grants

25.4%{

20.19*1

62.5%‘

17.8%{ 27.5%‘

ZB.O%l

18.5%l

20.4»{

Exhibit 17
Envoliment of Potentielly High Risk Students
by Risk Category and by Universitv

Risk Category UF FSU FAMU USF FAU UWF ucfF | FU UNF SUS _ |
Average SAT Score 1096 1070 840 1011 1056 946 1029 1008 1032 1036
SAT Scores in Lower Quartile 13.0%# 16.204 n .3%ﬁ 30.6%  14.2% 47.99\1 26.3%{ 28.6%4 24.3% 25.0%7

of System
Average ACT Score 243 24.1 18.0 21.2 21.9 23.2 220 220 218 22.6
ACT Scores in Lower Quartile 129%  13.1% 63.7%1 34.4%r 7.8%* 29.7% 17.9%1 26.6ﬁ 24.9% 25.0%ﬂ

ol System
High School GPA 3.35 3.39 2.72‘IH 2.92 3.33 313 3.29 3.19 3.13 3.19
HS GPA in Lower Quarlile 15.0% 12.4% 52.8 42.0 12.6 29.4Y 19.7 22.3% 264 25.0

ol Syslem %H %ﬁ T %T %ﬁ %T
Parcent of Students wilh

25.351

SSE00Id UOSEOONY US S8
ABoropouga Bupuny moN g jo Amb3

Ly abegd

A



Equlty of the New Funding Methodology
as an Aliocation Process Page 42

Menit-Based Financial Aid Allocations

The remaining 34% of avallable financial aid funds were allocated on the basis of
each university's collection of undergraduate financial aid fees (a small portion of the
tuition charged for each credit hour is designated for student financial aid). Universities
use this pool of financial aid funds to attract undergraduate students with special talents,
e.g., in music, academics or athletics. Since each university's proportion of the System’s
FTE students differs from its proportion of undergraduate students, the allocation of merit-
based student financial aid varies slightly on a per-FTE basis.

$ Per FTE

Variance

5.7 Physical Plant Operation and Maintenance Allocations

The allocation method for funding for the operation and maintenance of the
physical plant takes into account a variety of variables that are not necessarily related to
the number of FTE students currently enrolled. Perhaps the most powerful variable in the
equation is the size of the campus (as measured in square feet and acreage) to be
maintained. Variations in local utilities costs and the age and construction type of
buildings are also taken into account in the allocation process.

Exhibit 18 lists the gross square feet (GSF) per FTE student for each university.
Overall, the System averages about 200 GSF per FTE. The three youngest universities
(UCF, FIU and UNF) tend to have the smallest plants in terms of GSF per FTE.

As seen below, physical plant funding varies almost $800 per FTE student between
FAMU and UCF.

$ Per FTE

Variance



Exhibit 18
Gross Square Feet to be Maintained
per Full-Time Equivalent Student

Measure UF FSU FAMU USF FAU UWF UCF Fiu UNF SuUsS
Gross Square. Feet (GSF)| 5,052,563 | 3,628,375 | 1,225,646 3,638,379 | 1,445,027 913,294 | 1,561,346 { 1,695,567 678,427 119,838,624

Parcent ot SUS 25.5% 18.39€T 6.2%{ 18.3% 7.3%7 4.697 7.99# 8.5% 3.4% 100.
Planned FTE Students 21,800 17,484 4,817 17,016 6.524 4,394 10,925 10,896 3,927 97,783

Percent of SUS 22 3% l7.9%r 4.9% 17.4% 6.7% 4.5% 1 l.2%r 1A 4.0% 100.09%
GSF per FTE 232 208 254 214 221 208 143 156 173 203

Percent of SUS 1 l4.2%l 102.3%1 125.4 105.4%| 109.26*1 102.4%1 TO.A%I 76.7%| 852%1 lOO.(N:i

513

')

SSE00US
ABojopoyiopy Buipuny moN oy jo Amb3

£y abed



Equily of the New Funding Methodology
&s an Aliocation Process Pago 44

5.8 Administrative Direction and Support Services

The basic treatment under the New Funding Methodology for the universities’
general administrative units recognizes the concept of economy of scale. That is, the
smaller universities receive relatively higher funding for administration per FTE student
than their larger sister institutions. The process provides a funding base of $2 million
dollars per university (which requires about 17% of total administrative funding in the
System) with the remainder of funds allocated in proportion to instruction and research
budgets. Over 81% of administrative funding is distributed as an equal percent (14.15%)
of the 1&R base budget for EAG units. Additionally, 2% of the I&R base for special unit
budget entities Is provided for UF and USF.

Reguler
$ Per FTE

Variance

Variance - -

59 Funding Stability Policy

During the process leading to the adoption of the New Funding Methodology by
the Board of Regents, it became apparent that full and immediate implementation of the
formula recommendations would lead to major shifts in funding among the universities.
To avoid severe disruption in institutional operations, the recommendations were adopted
on a "hold harmless" basis. That is, no university would lose funding in the switch to a
new funding process. This decision to provide stable funding has more impact on current
allocations than any other single feature of the funding process. The funding base for
each university (as protected by the hold harmless policy) Is increased each year for "cost
to continue" adjustments such as appropriated faculty salary increases. In effect, the new
formulas are being used only to allocate appropriations related to growth or
enhancement.

Our analytic methodology is not able to distinguish whether the residual amounts
in each university's budget, after application of the New Funding Methodology formula
concepts, should be attributed solely to the hold harmless policy or some other factor.
Possible examples of other reasons for any unexplained variance, beyond the effects of
the hold harmless policy, include the ability to shift resources among components or
prior-year special allocations in the support programs. Regardless of the source, the
unexplained amounts are considerable for some universities.
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| UF F8U | FAMU USF FAU UWF | UCF LY UNF SuUS |

swm oa| 25| 193] 2% os1 | so1| 7es| 2| - 0|

5.10 Summary of Impacts

Exhibit 19 summarizes the gross funding level and the impact of the 18 adjustment
factors on a per FTE student basis for each of the nine universities. Apart from the hold
harmless provisions, the other 17 adjustments account for over 97% of the variation in
gross funding per FTE student at six of the nine universities. The university with the
greatest variance from the system average before the adjustments (UCF) moves from 76%
to 93% of the system average after the impact of the 17 factors is considered. The
difference between the universities with the highest and lowest per-student funding rates
drops from $4,445 to $2,803 per FTE after the adjustments are reflected.



Exhibit 19

0?-Dec-M
Differential Treatment of Universities Based on Policies
in the Simulated Allocation of 1990-91 E&G Appropriation
Aliocalion Equity Issue UF FSU FAMU USF_ FAU UWF UCF__ | FU UNF SUS
Unadjusied Allocation per Actual FTE Student $12,060 $0.902| $10.256| $10,200|  $12,003 $9.538 $7.615 $8,460 $8543|  $10,044
Variance trom SUS Average 2016 (141) 212 156 1,960 (506) (2.429) (1.584) (1,500) 0
Unadjusted Allocation per Planned FTE 12,163 10,623 12,375 10.211 12,154 9,835 8553 9.873 9,035 10,705
Planned Enroliment Adjustment 103 921 2,118 1 151 297 938 1413 492 661
Variance Irom SUS Average 1,458 119 1,670 (499 1,449 (870) (2,152 (832) (1,670) 0
Formula Adjustments:
Instructional Program Offerings @7) (63) 709 (76) (22) 109 132 51 9 0
Stalling Characleristics (279) (209) 280 67 (51) an 199 267 33 0
Fee Waivers (126) (96) 105 4 36 115 7 105 127 0
Library Characleristics (28) (12) (120) 75 (104) (261) 157 75 (154) 0
Library New Program Support 27 27 27 (12) (75) 27 (34) (34) 27 0
Branch Campuses 15 9 15 (10) (18) (1) (5) 1 15 o
Non-Enroliment Appropriations/Allocations (406) (16) (40) (35) (26) 43 264 219 748 o
Unique Operalions G (53) (239) 96 61) 109 165 165 165 0
Parl-Time Students 29 12 23 (14) (15) (9 (22 (19) (33) o
Special Unit Sludent Services (40) ‘15 15 0] .- 15 15 15 ' 15 15 0
Disadvantaged Siudents 2 2 (47 2 2 2 2 2 2 0
Maod-Based Student Financiat Aid (21) ) (23) 6) a7 2 (9 3 2 0
Meril-Based Student Financiat Aid 2 ) (23) 0 2 3 3 (© 7 Y
Physical Plant Operations and Maintenance (173) 5 (453) (6) (95) (128) 333 227 267 0
Administrative Support (12) 22 (116) 55 (142) (152) 98 58 (155) o
Administrative Support - Special Unlls (3N 18 18 (14) 18 18 18 18 18 0
Adjusted Allocation per Planned FTE Student 10,769 10.480 12,508 10,375 11,656 10,404 9.941 11,031 10,537 10,705
Based on Formula Calcuiations
Variance in F'unding per FTE Student
Atlributed to Hold Harmless Policy $64 ($225) $1.803 ($330) $951 ($301) ($763) $a27 ($167) $0
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6.0 COMPARISON OF FUNDING FOR SIMILAR
PROGRAMS FUNDED THROUGH THE E&G AND
SPECIAL UNIT BUDGET ENTITIES

A special issue in assessing the equity of funding of programs across universities
occurs when similar programs are funded in both the Educational and Gereral (E&G)
budget entity and in a "special unit' budget entity. The purpose of this chapter is to
analyze the budgeting processes and funding levels for two selected programs which are
funded from the E&G allocation to Florida A&M University and through separate
appropriations to a University of Florida special unit. The selected programs -- agriculture
and pharmacy -- are offered only by these two universities. Certain other health-related
programs, e.g., nursing, are funded through two special units at UF and US and through
the E&G budget at most other universities.

6.1 Rationale for Special Unit Budget Entities

For many years, the Legislature has appropriated funding for selected units in the
State University System outside the E&G budget. These units have received separate
treatment because of their magnitude, the special character and uniqueness of their
programs in comparison to programs at other SUS institutions in the same disciplines,
or their importance to the Legislature. During the 1990-91 fiscal year, the following units
were funded as "special units:"

® the Institute for Food and Agricultural Sciences (IFAS) at the
University of Florida

® the J. Hillis Miller Health Center (JHMHC) at the University of Florida
= the University of South Florida Medical Center

These units all command significant appropriations. In 1990-91, for instance, the
combined initial appropriation for these units totalled nearly $300 million, or about 27%
of the E&G 2,.propriation of $1.08 billion.

Beginning with the 1991-92 appropriation, the special units have become separate
program components in the E&G budget rather than special unit budget entities.
Although this change in designation provides somewhat greater authority to the Board
of Regents and university administrators over the financial affairs of the special units, the
Legislature still sets overall funding levels for these activities.

tad \fﬁﬁ
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6.2 Profies of Organization Arrangements and Funding Processes

Program-level funding comparisons are especially prone to criticism since the
corresponding offerings across unlversities in the same fields frequently differ in
significant ways from one another. Although both universities In this analysis offer
instruction In agriculture, for instance, the two programs vary greatly in slze, graduate
orlentation, comprehensiveness of offerings, and research and service missions. Unlike
institution-wide comparisons, program-level comparisons are not able to benefit from the
"iaw of large numbers" where many program differences are believed to offset one
another in aggregate financial comparisons.

Prior to analyzing funding rates, we first will describe the agriculture and pharmacy
programs at each of the two universities. This information will serve as one basis for
determining whether the differences in funding rates are justified.

Pharmacy

The two pharmacy programs differ in a variety of programmatic characteristics,
including the number of students served by level, as shown below in exhibit 20. Although
the two programs have similar enroliment levels for majors, the UF pharmacy program has
a much higher proportion of its workload at the graduate level, which typically costs more
to offer, and has about twice as many FTE students.

Due in part to organizational differences, the funding processes for the two
pharmacy programs also differ. The FAMU School of Pharmacy Is one of 11 schools and
coileges in the university. The UF College of Pharmacy, on the other hand, is one of five
colleges in the J. Hillis Miller Health Center. Due to its significant size and unique
character, the state has funded JHMHC as a separate special unit budget entity for a
number of years.

Exhibit 21 compares several major steps in the budgeting process which determine
the overall funding rates for the two pharmacy programs. Comparisons are shown as to
how the amount of the budget request is determined, which program activities the
appropriation encompasses, and how subsequent allocations are made. The
comparisons suggest that any difference in funding levels that might exist cannot be
attributed to any single decision-making body.
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Exhibit 20

Comparison of Envolimeiit Levels
SUS Pharmacy Programs, 1989-90

Undergradate Students
Pharmacy Majors
FTE Products

Graduate/Professional Students
Pharmacy Majors
FTE Products

Total Enroliment
Pharmacy Majors
FTE Products

The FAMU School of Pharmacy's funding needs are incorporated in the overall
formula-generated appropriation request for the E&G budget entity along with those for
most other SUS programs, e.g., teacher education, business, arts and sciences, etc. The
School represents less than one-third of 1% of the systemwide E&G appropriation. Once
the E&G appropriation is determined by the Legislature, the School's share is established
after the Chancellor and the Regents allocate the appropriation among the nine
universities and the FAMU President distribsites the university's allocation among eleven
schools and colleges. In other words, the funding rate for pharmacy at FAMU reflects a
combination of:

= the formula treatment of pharmacy as a health science discipline to
be funded at the "high intensity" rate;

= the relative priority for E&G needs among all other state government
programs as determined by the Legislature;

® the relative needs of FAMU among the nine state universities as
determined by the Chancellor and Regents;

= the relative needs of the School of Pharmacy among the 11 schools
and colleges as determined by the FAMU President.

The UF College of Pharmacy's funding needs have been included in the request
of JHMHC to the Governor and Legislature. As with other JHMHC components, requests
for increased funding levels are individually justified rather than generated by formula.
For all practical purposes, the allocation to the College is determined by the UF Vice
President for Health Affairs once the appropriation to JHMHC is set by the Legislature.
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Exhibit 21

Comparison of Funding Processes for Selected Programs
FwtthommeE&GandSpedalUnﬂBudgets.FYso

Budget Activity

Pharmacy

Agriculture

FAMU

UF

FAMU

UF

Request

Part of SUS E&G
Formula Generation

Incremental Needs
Individually Justitied

Part of SUS E&G
Formula Generation

Incremental Needs
Individually Justified

Appropriation Entity

E&G Budget

JHMHC Budget

E&G Budget

IFAS Budget

Allocation Steps:
Among Universities

Among Colleges

Among Departments

Among 9 Universities
Among 11 Colleges

Not Applicable

Not Applicable
Among 5 Colleges

Not Applicable

Among 9 Universities
Among 11 Colleges

Among 4 Divisions

Not Applicable
Not Applicable

Not Applicable
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Agriculture

The two agriculture programs also ditfer in a variety of programmatic characteristics,
including the number of students served by level, as shown In exhibit 22. The IFAS
instructional program clearly dwarfs its counterpart at FAMU, with undergraduate FTE
being nearly 13 times greater at IFAS. Further, only IFAS offers graduate level Instruction,
which accounts for over 40% of its instructional load. Graduate programs typically cost
significantly more per study to offer than undergraduate programs.

Exhibit 22

Comparison of Enroliment Leveis for
SUS Agriculture Programs, 1989-90

Undergradate Students
Agriculture Majors
FTE Products

Graduate/Professional Students
Agriculture Majors
FTE Products

Total Enroliment
Agriculture Majors
FTE Products

In addition to the differences in their agriculture instruction programs, FAMU and
UF also operate significantly different agricultural research and service programs. The UF
program is designated as the 1862 "land-grant college” for the state while FAMU's
program is recognized under the 1890 land-grant act. Universities across the nation with
the 1862 designation receive the vast majority of federal support for experiment stations
and cooperative extension services. The research and service components of IFAS are
significant and, in fact, account for about 90% of overall IFAS funding levels. The
expanded research and service mission at UF inevitably influences decisions about
different funding levels, especially regarding faculty salary rates, for the agriculture
instruction programs at the two universities.

b7
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The organizational and funding process differences between the two agriculture
programs are even more significant than for the pharmacy programs. The FAMU Divislon
of Agriculture is one of four divisions in the FAMU College of Engineering Sclence,
Technology and Agriculture, which in turn is one of 11 schools and colleges in the
university. Agriculture instruction at UF is offered through the College of Agriculture
component of IFAS.

As shown earlier in exhibit 21, the FAMU budgeting process for agriculture is a part
of the overall formula-driven process for tF9 E&G budget entity, which results In limited
visibllity for the program at the state level. The program's ultimate funding level is the
culmination of separate judgements by the Legislature (particularly in the case of special
appropriations), the Chanceilor and Regents, and -- most Importantly - the FAMU
President and the College Dean. Funding for agriculture instruction at UF has been
largely governed by legislative action alone.

6.3 Board of Regents Funding Formulas and Policies

As part of the New Funding Methodology developmental effort in 1987, the
Legislature asked the Board of Regents to propose additional formulas for JHMHC, the
USF Medical Center, and IFAS. The formulas develped by the Regents for these special
units were generally derived from those being proposed for the E&G budget, but also
recognized the unique needs of the special units. Exhibit 23 compares the staffing ratios
and funding rates that apply to pharmacy and agriculture under the New Funding
Methodology recommendations for the E&G and special unit budgets. (Note: Although
this paper compares E&G and special unit formulas, the reader is reminded that neither
of the NFM formula recommendations have been used by the Legislature in establishing
the funding levels.)

Pharmacy is not a separate program element in either formula. Within the E&G
formula, pharmacy is included along with nursing and other health professions in the
health sciences discipline category which Is funded at the rate for *high intensity"
programs. Similarly, pharmacy at UF is funded in the same category as all other JHMHC
programs except for medicine, dentistry and veterinary medicine. For most of the staffing
ratios, the New Funding Methodology proposals for JHMHC provide for about twice as
many staff per workload unit as for high intensity disciplines in the E&G budget formula.
Once positions are established, the salary levels and other funding rates vary only slightly.

Agriculture instruction in the E&G budget is recommended for funding as a "medium
intensity" discipline, but IFAS is funded at the more generous "high intensity" rates. This
presumably reflects the fact that IFAS instruction Is not only in agriculture but also in
several of the sciences and engineering. The staffing ratios for IFAS for research and
service, academic advising, academic administration and support staff also are more
generous than for agriculture in the E&G budget. The differences in staffing ratios, if the
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Exhibit 23

Compavison of Formula Factors in New Funding Methodology
for Comparable E&G and Special Unit Programs

Pharmacy Agriculture
Formula Factors FAMU UF FAMU UF
Staffing Formulas
Lower Level 31.60 14.72 32.50 31.60
Upper Level 24.20 11.27 25.60 24.20
Graduate Classroom 16.25 7.80 17.35 16.50
Thesis/Dissertation 6.00 2.84 7.00 6.00
Clinical NA 10.00 NA NA
Research & Scrvice 4.42 3.00 3.15 2.00
Academic Advising 519.85 300.00 519.85 300.00
Academic Administration 9.18 9.00 9.18 9.00
Support Staff 2.80 1.50 2.80 1.50
Funding Rates
Academic Positions 45,725 44 340 45,725 50,622
Support Positions 16,827 15,391 16,827 16,907
Other Personal Services 1,250 3,347 1,250 8,001
Operating Expense/DP 6,241 8,711 6.241 9,934
Operating Capital Outlay 2,832 2,956 2,832 2,372

Source: New Funding Me.: -1ology report, State University System of Florida, 1988
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speclal unit formula recommendations were adopted, would provide IFAS with about 27%
more academic positions than if it were funded as an E&G unit at the agriculture rates.
FAMU's agriculture program, on the other hand, would receive about 23% more positions
if funded at the IFAS formula rate.

6.4 Cost Comparisons

Formula-generated needs, however, have only limited impact on actual funding
levels. In the case of FAMU, campus administrators have considerable flexibility in
allocation decisions to deviate from the formula. Also, the New Funding Methodology
formula recommendations for the special units have never been recognized by the
Legislature. Therefore, in this section, we compare actual expenditure and budget levels
for pharmacy and agriculture at FAMU and UF.

Expenditures per Student Credit Hour

The State University System conducts expenditure analyses annually using
nationally recognized costing procedures. The same costing procedures are followed by
each university for its E&G budget and by the special units for their separate budget
entities. The latest available expenditure analysis data are for the 1989-90 fiscal year.
Data for selected programs are listed in exhibit 24.

Exhibit 24
1988-80 Expenditure Analysis Results (Direct Cost per FTE Student)

$10,312
6,889 11,520
Graduate | 28,617 \ NA
Graduate || 14,150 20,298 NA

Iiouaroh & Service 1,070 8,521
Academic Advising 252 1,582 1,853

Notes: Includes all CIP 18 Iincludes all CIP 18 Includes all CIP O1 Includes all
Programs Programs & 02 Programs Resident
Instruction

Excludes

Experiment Station

& Cooperative
Extension

Source: 1989-90 Expenditure Analysis, Sta.s University System of Florida
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The most detailed level of reporting does not separate pharmacy from other health
sclence disclplines (except for medicine, dentistry, and veterinary medicine). Agriculture,
on the other hand, encompasses several related discipline categories (agribusiness,
agricultural sciences, agricultural education, etc.). The results of the 1889-80 expenditure
analysis are shown in exhibit 24 for the health sclences discipline category and for
consolidated sets of agriculture-related disciplines.

The results for health sclences (which Include pharmacy) show that instructional
costs per student credit hour are somewhat higher at FAMU. But after research, service,
and acadamic advising costs are considered, the costs at UF are slightly greater. Since
these data also include other health disciplines, the cost differences for pharmacy
between the two universities can not be isolated but generally appear to be similar.

For agriculture, FAMU spends substantially more per credit hour than UF. Most
likely, this is the result of FAMU not being able to achieve a1 economy of scale in the
operation of its program. FAMU reports 42.52 FTE students and 12.08 FTE academic
positions, for a 3.5:1 student-faculty ratio. By comparison, UF reports 842.47 FTE
students and 105.39 FTE academic positions, for a 8.9:1 student-faculty ratio. The
apparent lower costs per FTE student for research and service at UF than at FAMU is
potentially misleading, since UF's data do nut include the costs of the agrlcuitural
experiment station and the cooperative extension service.

Budgeted Levels for Pharmacy

In an attempt to overcome the data aggregation problems in the expenditure
analysis for pharmacy, we also analyzed the 1989-90 operating budgets for the pharmacy
schools at FAMU and UF. In exhibit 25, we compare budgeted amounts per FTE student
between the two schools by object of expenditure. Overall, the two programs appear to
have been budgeted at essentially the same rate per FTE student in 1989-90. The actual
funding difference on an ongoing basis might be greater due to the comparatively high
expenditures per FTE at FAMU for Operating Capital Outlay (typically a non-recurring
expenditure). Nonetheless, the modest difference can probably be attributed to the larger
graduate program at UF.

6.5 Faculty Salary Comparisons

Faculty salaries for pharmacy programs were identified as a special concern during
our background interviews with legislative staff and university personnel. Their source of
concern dates back to the late 1980s when several supplemental appropriations were
granted to the UF College of Pharmacy for the "enhancement of graduate education . .
. to continue the plan to attain national prominence . . ." This special funding was not
appropriated by the Legislature for the FAMU program and, accordingly, the Regents did
not make any special provisions for pharmacy faculty salaries in the E&G allocation to
FAMU.

©
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Exhibit 26

Estimate of Pharmacy School Costs per Full-Time Equivalent Student
. Based on 1889-90 Operating Budgets

| Salaries and Benefits

| Full-Time-Equivalent 310 158 @
| Students

Sources: University operating budget for FY90
University budget officers

In exhibit 26, we compare 1991 average faculty salaries by rank for the two
pharmacy programs. In all but one category (associate professor), the UF average
exceeds the rate for FAMU. The weighted average for the three major faculty ranks is
only about 5% higher at UF ($3,145) than at FAMU. The difference increases to over 20%
($10,161), however, when other ranks (such as research scientist) and vacant positions
are included.

6.6 Conclusions

Funding for programs which have had special unit status does appear to be higher
than that for similar programs in the E&G budget. These differences in funding levels are
the cumulative resuits of formula policy differences at the Regents's level and, perhaps
more importantly, greater appropriations support by the Legislature.

An imprtant issue is whether the programs are "comparable" (to use the
terminology in ine legislative proviso) rather than just similar. Differences ir; funding levels
of the magnitude reported here could easily ba justified if the Regents and Legislature
intend the roles and missions of the corresponding programs to be significantly different.
The Legislawre has expressed its intent that the UF pharmacy program attain "national
prominence.” Further, the extensive research mission of IFAS requires that it offer highly
competitive faculty salary rates which, in turn, affect instructional costs as well. These
special missions, along with a much greater role in more costly graduate education,
appear to underlie the funding differences.
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Exhibit 26

Salary Rates for Pharmecy Faculty: Comparison
of UF and FAMU Pharmacy Programs

Budgeted Rates for FY91

Full Professor
| Assoclate Professor
| Assistant Professor

| Other Ranks se4s2| e00| 2s028] 2

| Unfilled Positions , : , 52 ]
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7.0 ANALYSIS OF FIXED CAPITAL OUTLAY
FUNDING PROCESS

Different funding processes are followed in developing the budgets for operations
and for fixed capital outlay (i.e., facllities). These differences occur in the processes used
by both the SUS and the Legislature. This chapter focuses on the equity of the funding
approaches used to establish budgets for fixed capital outiay. Unlike appropriations for
Educational and General operations in prior years which established separate budget
entities for such special units as IFAS and the health centers, the capital outlay funding
process has included all SUS entities.

7.1 Description of Facilities Funding Process

Funding for SUS facilities comes from a variety of sources. The largest single
source over the past decade has been the Public Education Capital Outlay (PECO) Trust
Fund which Is based on the gross recelpts tax on utility consumption in the state. The
second largest source Is the Capital Improvement Trust Fund (CITF) -- the bullding fee
portion of the reglstration fee paid by each student each term. These two sources
sometimes are supplemented by appropriations from the General Revenue Fund and the
Educational Enhancement Fund (the Lottery), as well as by private gifts (which may attract
state matching).

As seen in exhibit 27, about 76% of all capital outlay funds over the past decade
were PECO appropriations (over $831 million). Approximately $195 million (18%) has
been from student fees. Genera! Revenue and Lottery funds have accounted for about
5% and 1.6%, respectively.

The funding process varies somewhat according to the source of funds. For the
PECO appropriation, the universities are instructed to develop a three-yeer facilities
development plan. These plans identify specific capital improveme.it project proposals,
such as a library addition or a new parking lot. These facilities plans list the current
capital needs on each campus in priority sequence. The universities are permitted to
devise their own campus planning processes to develop their building priority lists.

In developing the annual systemwide capital outlay budget request, the SUS central
office staff review each of the university priority lists. They consider projected space
needs by type of space as determined by afacilities planning formula and the relationship
of the proposed project to the universities’ academic programs and goals, as contained
in the Master Plan for the State University System. If a particular project has not been
approved by an educational plant survey team sent by the Department of Education, the
project is not eligible for inclusion on the SUS priority list. The plant survey teams rely
on both formula-based calculations of space needs and an assessment of program
requirements to evaluate proposed projects.
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Exhibit 27

History of Appropriations to the State University Systme
for Fixed Capital Outlay by Source of Funds

1982-83 Thwrough 1991-92

sse00.d Buipuny Aegno repden pexi4 10 sisAreuy

Source of Fundin ]
£ducational
General Enhancement
Year PECO Revenua (Lottery) CIF Total
1982-83 $58,437,592 $8,730,000 $0 $2,556,000 $69,723,592
1983-84 49,026,600 26,245,000 0 39,800,000 115,121,600
1984-85 36,660,450 13,631,972 0 0 50,292,422
1985-86 37,738,108 0 0 1,500,000 39,238,108
1986-87 86,625,651 150,000 0 70,000,000 156,775,651
1987-88 80,097,678 2,500,000 0 0 82,597,678
1988-89 74,691,003 0 0 0 74,691,003
1989-90 82,289,873 0 10,668,550 16,240,500 109,198,923
1990-91 122,147,928 5,200,000 3,615,000 65,000,000 195,962,928
1991-92 204,087,465 0 3,400,000 0 207,487,465
10-Yea: Total | $831,802,348 | $56,506,972 | $17,683,550 | $195,096,500 | $1,101,089,370
Percent 75.5% 5.1% 1.6% 17.7%, 100.0%
Notes: (1) PECO appropriations include a $40 million loan to Shands Hospital and amounts for

for shared-use facilities at Brevard, Edison, Broward and Polk community cclleges.
(2) PECO and General Revenue appropriations exclude amounts for library books and
scientific/technical OCO.

(3) CIF amounts for 1983-84, 1986-87 and 1990-91 are three-year amounts.
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The same space planning factors are used by both the SUS to develop five-year
plans and the DOE team in conducting the plant surveys. The space factors recognize
differences In the facllities needs of the universities and are based on such campus
characteristics as program offerings, level of courses taken by students, library holdings,
total positions, and the number of positions aasigned to research (see exhibit 28 for a
summary of the formula factors). The formula is used only as a general guide for
determining facility requirements. Formula calculations are supplemented with
judgements about special programmatic needs and whether projected enroliments are
sufficient to generate (through the formula) a critical mass of each type of space.

The annual SUS priority list, which is developed within predetermined revenue limits
established by the Commissioner of Education, also takes into account the continuing
revenue requirements of projects in process (a single facility might receive an aliocation
from several different appropriations as it progresses from planning to site development
to construction). The SUS priorities also may include such systemwide concerns as the
need to respond to deferred maintenance, perform asbestos corrections, or implement
other life safety improvements.

A preliminary SUS priority list is reviewed by the Capital Construction Committee,
which includes representatives from each university, prior to approval by the Board of
Regents and submission to the State Board of Education, the Governor and the
Legislature.

The 1988 Legislature established the Facllities Enhancement Challenge Grant
Program to encourage private donations for fixed capital outiay projects. The facilities
planning process used for this program varies somewhat from the PECO process. For
projects to be funded under this program, they must be included on the SUS Five-Year
Project Priority List and be in support of instruction and research (rather than a facllity for
a support function). These projects require at least 50% of the total project cost to come
from private sources and the state matches up to the other 50% from non-PECO sources.
Selection of projects to be funded under this program are more influenced by the
avallabllity of private funds and the interests of the donor than formula-based space
needs and the position of the project on the priority list.

The Capital improvement Fee is used for nonacademic student-related faclilities,
such as student union buildings and recreational complexes. Since these projects are
paid with student fees (currently $4.76 per semester credit hour), both student
consultation and legislative appropriations are required. Additionally, the projects are to
be included on the three-year facllities plans. Amounts available to each university are
based on its contribution to the building and capital improvement fee fund.

7.2 Issues that Potentially Affect the Equity of Current Allocations

The analysis of the equity of capital outlay allocations requires a longer time frame
than a single fiscal year. One reason for a multi-year perspective is that the nine
universities differ in age and the size of their existing plants. Also, the universities may
be experiencing different rates of enroliment growth. Finally, capital outiay appropriations
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EXHIBIT 28

EXAMPLES OF SPACE PLANNING FACTORS

USED TO ESTIMATE FACILITIES NEEDS

Type of Space

Space Planning Factors

Classroom

Square Feet per Student Station: 22
Average Percent of Stations Occupied: 60%
Average Hours of Use per Week: 58.5

Teaching Laboratory

Square Feet per Student Station: Varies by Discipline
Average Percent of Stations Occupied: 80%

Average Hours of Use per Week: 20-24 (varies by level)
Minimum Allowance per Campus: 50,000 NASF

Library

1st 150,000 Volumes: .10 NASF/Volume
2nd 150,000 Volumes: .09 NASF/Volume
Next 300,000 Volumes: .08 NASF/Volume
Over 600,000 Volumes: .07 NASF/Volume
Reading Rooms: 6.25 NASF per Undergraduate FTE
Carrels: 7.50 NASF per Graduate | FTE
15.00 NASF per Graduate Il FTE (Non-Science)
7.5 NASF per Graduate |l FTE (Science)
1.00 NASF per Science Faculty FTE
5.00 NASF per Non-Science Faculty FTE
Service Area: 5% of Reading, Study, & Stack NASF

Research Laboratory

Square Feet per Research Faculty FTE: 75-450
(varies by discipline)

Square Feet per Beginning Graduate Student: 3-90
(varies by discipline)

Square Feet per Advanced Graduate Student. 75-450
(varies by discipline)

Office

Square Feet per Position: 145

Auditorium/Exhibition

Square Feet per Studert: 3
25,000 NASF Minimum All »wance

Instructional Media

5% of Classroom and Tearhing Lab NASF

Student Services

Square Feet per Student: 7.5

Gymnasia

1st 5,000 FTE: 38,000 NASF
Above 5,000 FTE: 3 NASF/FTE

Support Services

Square Feet: 5% of All Space Maintained
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are related to specific bullding projects which may have individual costs exceeding
several milllon dollars -- more than a smalier university’s proportionate share In any single
year.

Beyond these differences, the approach for analyzing the equity of capital outlay
funding shares many features in common with the analysis of the E&G budget allocation.
The most obvious similarity is the need to recognize differences in university missions.
Universities with substantial research missions, for instance, require more space in the
research laboratory category than universities with more of a teaching mission. Muitiple
measures are also needed. Just as the analysis of equity in the E&G budget can benefit
from comparison of both student-faculty ratios and dollars per FTE student, the analysis
of capital allocations Is enhanced by consideration of square feet of space per student
in addition to dollars allocated.

Existing Inventory of Facilities

Facilities in colleges and universities are classified according to the types of space
they contain. Common categories include classrooms, teaching labs, research labs,
offices, etc. University campuses vary from one another in thelr particular mix of space
they have, as seen in exhlbit 29, These differences reflect a combination of factors,
including different misslons, the size of the student body, and unmet needs. The
University of Florida, for instance, has over 10% of its space classified as research labs,
reflecting the importance of research in its mission, as contrasted to the University of
North Florida, which has less than 1% of its space similarly classified.

When this same space is analyzed on a per student basis in exhibit 30, we find that
net assignable square feet per FTE student varies from 30% below to 18% above the
system average of 131 net assignable square feet per fuil-time-equivalent student
(NASF/FTE). The differences appear to attributed to:

= the age of the university, with the older institutions tending to have
higher NASF/FTE r1..tios;

® the mission of the university, especially noticeable in the research
space category;

a the enroliment size of the campus, with some branch campuses not
yet achieving economy of scale in their utilization of facilities.

Another important factor to consider in comparison of facilities across universities
is the physical condition of the space and its adequacy for the intended uses. A varisty
of factors influence the condition of a building, such as leaking roofs, inadequate
electrical and ventilation systems, and the presence of asbestos and other safety hazards.
Functional adequacy can be affected by the size and configuration of individual rooms
and the presence or absence of needed fixtures for laboratories.
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EXIhBIT 29

INVENTORY OF NET ASSIGNABLE SQUARE FEEY
8Y CATEGORY OF SPACE USED 1N CAPITAL OUTLAY BUDGETING
(Main and Branch Campuses Only, as of June 20, 1981)

Type of Space

Teaching Ressarch Audioriumy | instructional|  Student

ingtitution Classroom | Laboratory |  Library | Labosatory Ofiice Exhibition Media Services | Oymnasium ! Seivices Total
UF -Main Campus 204,023 281,710 357.570 476,641 949,338 173,089 7.0 400,373 221,262 200489 | 3,302,708
FSU-Main Campus 189,615 250,189 341,526 336,346 780,679 107,616 N.2772 242 404 169,076 162502 2.619,93%
FSU-Pan Ciy Campus 13,064 954 0 260 18,424 3.25? 5,53 4,907 0 1819 49,100

Sublotal FSU | 203.479] 251,143 341526 336606| 799.003| 110873 | 39007 | 247421 | 169976 | 169,401 | 2,669,035
FAMU-Main Campus 57,93 139.523 67,962 31,701 227,491 39,004 5,683 nne 47,2066 33,239 721,580
USF-Main Campus 135,546 232,178 201,382 158,331 566,359 60,497 23,778 120,066 120,532 96664 | 1,794,535
USF -St Pete Campus 2.9 8.564 23,47 24 552 $3,990 0 283 21,098 14014 16,497 190,606
USF-Sarasola Campus 16,129 23,946 arnm 4174 44,586 14,644 1,122 21,626 5.900 15,7267 185.611
USF-FI Mysrs Campus 15,565 1,725 0 502 24,521 0 460 660 3,780 0 47,23

Sudiotal, USF 195,571 266,413 262,576 187,561 | 689,456 95,141 25643 213450 ) 153226 | 129028 2,218,165
FAU-Main Campus 49,609 95,058 117,818 111,279 239,754 42539 20,4535 74,582 34651 43,252 836,601
UWF-Main Camgus 38,891 101,447 60,417 22,9686 169,922 24,140 13,428 59.564 72,388 24,652 587,645
UCF-Main Campus 90,671 187 407 150,381 48,140 307,173 27,305 9.205 92525 102,543 $0.674 | 1,066,029
FiU-Main Campus 13,392 175,965 $9,380 34,579 237,064 35,483 7.844 57,682 53.501 40,565 775,455
Fiu-N Miami Campus 37.474 §2,629 44.215 737 90,173 6.999 3,085 27,606 4313 24,039 298,270
I Sublotal FIU | 110866 | 233594| 103595| 35316| 327.237) 42482 10929 | 85,288 52814 | 64604 | 1071725
UNF -Main Campus 37,123 60,365 75129 3.059 130,516 19.922 4,637 519813 24,008 12,194 423,863
Toal 988,172] 1,612,460 1,536,974 1,263,489 | 3,840,135 581,495 167,214 1,296,028 883,251 732,233 | 12,897,751

Notes: Dala are lrom 199\ Physical Faciillies Space File  NASF of all gwned lacililies are included No exclusions are made for
unsalistaciony, 1@mporary, of inahgible space. INCludes SPace under construciion as of June J0, 1991. Excludes 995,649 lor UF parking garage.
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EXHIBIT 30

INVENTORY OF NET ASSIGNABLE SQUARE FEET PER FTE STUDENT
BY CATEGORY OF SPACE USED IN CAPITAL OUTLAY BUDGETING
(Main and Branch Campuses Only, as of June 30, 1991)

Type of Spece
Teaching | Reseach Auditoriuny | Instructionsl|  Student Support

insitution Classroom | Laboralory Library | Laboratory Oftice Exhibition Media Sevices | Gymnasium | Services Tota
UF -Main Campus 9 13 17 22 4“4 8 2 18 10 9 153
FSU-Main Campus " " 19 19 44 6 ? 14 11') 9 147
FSU-Pan City Campus M 2 0 1 45 8 13 12 0 4 "e
Subtotal, FSU " 14 9] 18 44 6 2 4 9 9 146
FAMU-Main Campus 10 & 12 6 41 7 ] 13 [} 6 130
USF-Main Campus 10 1” 15 1" 1] 6 2 12 8 ? 130
USY -8t Pets Campus 26 8 21 22 49 0 0 19 3 15 174
USF-Sarasola Campus k1) 4“ 69 8 a2 27 2 40 1] 2 341
USF-Ft Myers Campus 28 3 0 1 4“ 0 1 1 7 0 (7]
Sublotal. USF 12 17 16 12 4 6 2 K] 10 . 13
FAU-Main Campus 9 8 a2 20 44 9 4 14 6 8 154
UWF -Main Campus 10 25 15 6 42 6 3 15 ] 6 145
UCF -Main Campus (] 7 14 4 28 3 1 8 9 5 )
Fiu-Main Campus 8 20 4 4 26 4 1 6 6 $ 86
FlU-N Miami Campus 14 2t 16 0 3 3 1 10 2 9 109
. Sublotal, FIU [} 2 9 3 28 4 ! 7 5 6 9
UNF-Main Campus 9l s 19 1 2| 5 1 13 6 4 104
Syslem Average 10 17 16 ] 13 39| 6 2 13 ) ] 132
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In developing its formula-based estimates of facilities needs for each university, the
SUS uses the concept of "adjusted current inventory,” the net inventory after allowances
for inadequate space. The difference between formula-estimated space requirements and
adjusted current inventory is "'unmet need." Unmet need can be addressed through either
new construction or remodeling/renovation of existing facilities, depending on the local
circumstances.

7.3 Analysis of the Equity of Recent Allocations

Exhibit 31 shows the results of a 1989 space needs analysis developac' by SUS
staff using then-current enroliment projections for 1997-98. It identifies total formula-
estimated space needs, the adjusted current inventory, and unmet needs by type of
space, university and campus. Also shown is how building projects which have already
been approved and funded will impact need. The ~ampuses vary considerably from each
other in unmet need, with FIU-University Park at only 62% of its space needs being met
while FSU, FAMU and UWF were calculated to have over 100% of their needs being
satisfied.

Since the space needs analysis is based on projected enroliments, the needs are
subject to change with each revision of the enroliment projections. During the past
several years, enroliments have grown rapidiy in the SUS, with some universities and
campuses experiencing more rapid growth than others. In recognition of recent
enrolirnent shifts, we developed a rough estimate of revised 1897-98 space needs based
on more recent enrollment projections for that year. Even though our estimation
technique lacks the comprehensiveness of the SUS model, it does show that relative
needs for additional space have shifted in the two years since the SUS staff last updated
their model. Based an cur revised estimates, summarized in exhibit 32, no university now
has mora than 100% of its space needs already met.

Exhibit 33 lists the capital outlay allocations from PECO, general revenue, and
lottery funds to each university over the past ten years separately for new construction
and for major renovations. The exhibit also compares each university’s percentage of
capital outlay funding over the past three years with its percentage of unmet facility
needs. Little correlation is observed between funding for new construction and unmet
space needs. For instance, FIU was calculated to have 16% of the System's unmet
needs in 1989, but it has received only 8% of the appropriation since that iime.

One poussible reason that funding does not always track objective estimates of
needs is the challenge grant program for facilities funding. This program may tend to
favor the more established universities with mcre alumni even though their proportion of
unmet facilities is compaiatively low. A second possible explanation, which was often
identified during our interviews, is the presence of special interest politics which, in any
given appropriation cycle, may favor certain universities or even individual projects. A
final factor related to ihe equity of the allocation is the importance of the CITF in providing
funds for new construction. Since CITF dollars generally stay with the university where
they were collected, their allocation is not gueranteed to follow unmet needs. Data shown
earlier in exhibit 31 shows that student-related facllities are much more plentiful at the
older campuses.
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Exhibit 31
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Exhibit 31 (Continued)
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Exhibit 32

Revised Estimate of 1997-98 Unmet Space Needs

DeerlromNovembori@EsﬁnatesMﬁrNewFTEijuﬂan

[ Original Previous | Estimated | Current Revised Percent
1989 1997-98 1997-98 Space 1997-98 1997-98 Percent of SUS
Adjusted Space FTE Needs FTE Space Unmet of Need Unmet
University Inventory Needs Projection per FTE Projection Needs Neads Being Met Needs
UF 2,390,277 | 3,084,820 22,398 138 26,308 | 3,623,334 | 1,233,057 66 21
FSU 2,821,896 | 2,593,234 17.843 145 23,413 | 3,393,720 571,824 83 1
FAMU 729,756 702,026 4,563 154 8.768 1,241,277 511,521 59
USF 1,736,408 { 2,332,904 18,099 129 21,752 2,781,429 1,045,021 62 18
FAU 770,135 956,664 7.337 130 11,558 | 1,507,036 736,901 51 1
UWF 539,447 526,533 3.929 134 5,436 728,489 189,042 74 3
UCF 1,045,353 1,097,136 10,205 108 14,331 1,540,721 495,368 68 8
FIU 888,877 | 1,316,414 12,773 103 18,483 1,850,299 961,422 48 16
UNF 438,033 439,902 3,891 113 5,562 628,819 190,786 70 3
SUS Totals 11,360,182 | 13,049,633 101,038 129 134,911 | 17,295,124 | 5,934,942 66% 1009
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Summary of PECO, General Revenue, and Lottery Appropriations
for Fixed Capital Outiay, by University and by Year, FY83 lo FY82
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8.0 IMPLICATIONS OF LUMP SUM BUDGETING
ON THE EQUITY OF FUNDING PROCESSES
FOR CURRENT OPERATIONS

8.1 Description of Siate Budget Control Structures

Prior to July 1, 1991, the SUS was subject to most of the budget and expenditure
control regulations that apply to regular state agencies. Under these provisions, the
ability to shift funding among program components, expenditure categories and budget
entities was greatly limited. For instance, dollars appropriated for library OCO (i.e., book
purchases) could not be expended for blology laboratory equipment. Likewise, dollars
for custodial wages in the physical plant could not be used to pay a secretary in the
English department. At UF and USF, with their special unit budget entities, the presidents
did not have authority to reallocate a faculty position from the college of nursing in the
medical center budget entity, for example, to the college of arts and sciences in the E&G
budget entity.

This general approach to state-level budget control has been in place for many
years and was in effect when the NFM and its predecessor formulas were developed.
Perhaps in an effort to accommodate the budget control structure, separate formulas
typically have been designed to estimate funding requirements for discrete program
component/ appropriation category / budget entity combinations. For example, the NFM
has a library resources (OCO) formula and an I&R position and salary formula.

in its 1991 session, the Legislature passed an "SUS management flexibility bill" that
provides the Board of Regents with greater authority to manage its financial resources
with fewer restrictions from the Legislature and the Governor. Under these provisions,

“... funds appropriated to the State University System for each program
category, lump sum, or special category may be transferred to traditional
categories for expenditure by the Board of Regents."

Also, the Board of Regents now may

“... transfer or reallocate funds to or among accounts established for each
university within each budget entity . . ."

The BOR's 1991-92 allocation document contains two graphics, which have been
reproduced here, that illustrate some of the effects of the new management flexibility on
budget control. Exhibit 34 shows how the prior E&G, IFAS, and medical center budget
entities have been consolidated into a new E&G budget entity. In exhioit 35, the
combination of numerous program components into a smaller number of lump sums and
special categories is illustrated.
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Exhibit 35

Combinations of Program
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8.2 Potential Realignment of Request and ARccation Structures
with Control Structure

The impact of this legisiation on the funding process for the SUS has yet to be
completely determined. Part of the uncertainty relates to a previous, short-lived
experiment with lump sum flaxibliity, which ended with the subsequent reinstatement of
controls at their previous levels. In a period of transition, the Board of Regents has
retained much of the control structure on the universities that previously was imposed
from outside the System.

A topic of current discussion is whether the NFM formulas should be retained,
whether alternative formulas that correspond to the new lump sum and special categories
should be developed, or whether a totally different approach to funding should be
implemented. Some fear that the continued use of detalled formulas that correspond to
the old budget control categories will invite the reinstatement of controls on the
universities.

The use of detailed budget formulas by other state university systems does not
appear to be contingent on the existence of detailed state-level budget controls. As seen
earlier in exhibit ???7?, most of the other SREB s'ates have separate formulas for each
of the major program components, and many have formulas in more functional
components than Florida. None of these states, however, is subject to the type or degree
of budget controls previously faced by the SUS.

The same general problem has been faced by university systems in other states
that do not rely heavily on formulas, even In those states where there is not a history of
detailed budget controls or extensive legislative involvement In specifying how funds
should be used. The dilemma is clear. Detailed spending plans to justify funding
requests, e.g., more money to purchase scientific equipment, usually are much more
effective in convincing state-level budget authorities that increased funding is merited.
On the other hand, these same detailed requests create a reasonable expectation that
the funding, if granted, will be used for the stated purpose.

The solution reached in other states appears to be based on realistic expectations
by state budget officials and vigilance by higher education officials. State budget officials
have learned to trust campus leaders to allocate available resources wisely and they rely
on their power to approve the next appropriation instead of controlling the current
allocation.  University leaders continually review their formulas or other budget
justifications to ensure that they match actual spending plans. In other words, the
absence of detailed budget controls seems to have little effect on how university leaders
approach the task of building their case for continued funding.

Not only are moderately detailed formulas effective in justifying the requested
appropriation levels, they are sven more valuable for dernonstrating that available funds
have been shared equitably among the state's colleges and universities. Formulas that
generally reflect actual spending practices seldom encounter concerns about either
budget control or equity.
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9.0 SUMMARY AND RECOMMENDATIONS

This chapter contains a series of recommendations for tho Board of Regents, the
Postsecondary Education Planning Commission and the Florids Legislature to consider
as they refine the SUS funding process. The recommendations are grouped according
to the three major components of the study:

1) a comparison of the design and execution of the legislative
and SUS funding processes

2) an analysis of the equity of the New Funding Methodology as
an allocation technique

3) ai. analysis of the eyuity of the fixed capital outlay budgeting
process

The recommendations vary considerably from one another in their coverage and include
both policy and technical considerations. Some of the recommendations may require
legislation to implement while others only involve the redesign of current reporting
systems by staff.

Overall, 21 specific recommendations are offered. These recommendations are
summarized in exhibit 36.

9.1 Design of Legislative and SUS Formulas
Topic 1.1: Continuing Use of Separate Formula Designs
Synopsis of Issue: Although the Legislature directed the SUS to develop what is

now known as the New Funding Methodology (NFM), the Legislature has iailed to
specifically adopt, reject or amend the NFM recommendations. The SUS develops its

_appropriations request using concepts from the NFM, then the Legislature uses a variant

of the 1956 Brumbaugh formula to evaluate the request, and finally the SUS uses a
combination of both the NFM and the legislative formula approach to allocate resources.
The use of different formula bases impairs communication about both the current budget
situation and the request. For instance, the legislative and BOR staff oiten can not agree
on how many academic positions have been appropriated to the SUS.

Documentation: In their testimony to PEPC, legislative and SUS budget personnel
confirmed that different formula structures are being used. Our analysis shows that the
number of positions generated by the two Instruction and Research (I & R) formulas,
using actual 1990-91 enroliments, differed by more than 400 academic positions and 100
I&R support pcsitions.
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Continuing Use of Separate Formula Designs

Alignment of Formula Factors with Actual Experience

Assignment of Individual Disciplines Among the High, Average and Low
Intensity Discipline Groupings

Davelopment of a System to Compare Formula Recommended and
Actual Student-Faculty Ratios at the Graduate Level

Formula Treatment of Support Program Components

Adequacy of Funding for a Competitive University System

Impact of Lump-Sum Flexibility on the Funding Process

Equity of SUS Allocation Process

2.1
22
23

24
25
26
27
28
29

Hold Harmless Policy

Variance Between Planned and Actual Enroliments
Realignment of I&R Formula Positions with Actual or Planned
Enroliments

Rationale for Appropriation/Allocation of Non-Enroliment Positions
Alignment of Faculty Salary Averages with Peer Universities
Funding Provisions for the Needs of "High Risk" Students
Funding Equity Between E&G and Special Unit Programs
Provisions in the Library Formula for Unmet Needs

Number of Discrete Formula Categories

Unique Missions Not Addressed by the Formula

Use of Space Planning Standards in the Capital Outlay Budget
Space Planning Standards that Reflect Trends in Program Needs
Planning for Facilities to Accommodate Projected Enroliment Growth
Consolidation of Capital Outiay Funding Sources
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Recommendation: The Legislature and SUS should adopt a new, common formula
approach (hereafter referred to in this document for convenience as the "consensus
formula") for use in the appropriation request. Given the different purposes of a funding
formula at different phases in the budget cycle, the allocation formula should be
somewhat more detailed than the request formula, but rotain the same overall structure.

Topic 1.2: Alignment of Formula Factors with Actual Experience

Synopsis of issue: Various factois in the budget formulas, e.g., the student-facuity
staffing ratios, bear little resemblance to actual resource utilization patterns. On one
hand, the lack of reality in the staffing ratios undermines confidence in the formula and
can contribute to perceptions of inequity in the treatment of individual universities. But
on the other hand, some of the formula factors were intended to represent legislative
priorities. The key issue is whether the formula should represent long-term funding goals
and standards or should fiuctuate in response to campus spending practices. Neither
the NFM or the legisiative funding process are censistent in this regard, partly relying on
long-term normative standards and partly on annuai updates of recent experience.

Documentation: Of the nine program componénts in the NFM, three have formulas
based on long-term normative standards and the remaining six components are
recomputed annually based on recent expenditure rates. Comparisons of academic
positions by level show that the legisiative formula for I&R, the formula component that
most consistently has been based on iong-term norms, generates more positions for
undergraduate education (a legislative priority) and fewer for graduate instruction and
research than the NFM. Past experience, as reported in the SUS expenditure analysis,
typically shows that the actual number of positions by instructional level and function is
somewhere In between the two formula-generated amounts.

Recommendation: The new consensus formula should express long-term normative
staffing relationships and not change on an annual basis. The initiai norms, however,
shouid be based on actual experience (prior to recent budget reductions) while still
permitting special exceptions to reflect judgement about what is required for quality
programs and plans to respond to broad legislative direction.

Topic 1.3: Assignment of Individual Disciplines Among the High, Average and Low
Intensity Discipline Groupings

Synopsis of Issue: The NFM combines 32 disciplines into three broad groupings
to achieve a more simple formula presentation. The three groupings were selected to
represent the "intensity" of instruction. Two issues arise in developing aggregate
discipline categories. The first issue is whether only three groupings are adequate to
reflect the great diversity of the program offerings. The second issue, which would apply
regardiess of the number of categories, is whether the individuai disciplines have been
assigned to the most appropriate category.
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Documentation: Results of a survey by SREB of funding practices in its 18-member
states show that higher education funding formulas typically have more than three
discipline groupings, with 10-20 groupings being most common when all disciplines are
not listed individually. Using 1989-80 expenditure analysis results, our comparison of
actual academic staffing ratios shows that 12 of the 32 disclplines (379%) have ratios that
more closely 1natch a different intensity grouping than the one to which they are assigned
under the NFM. .

Recommendation: The new consensus formula should expand the concept of
discipline differentiation in the I&R formula. The discipline groupings should be based on
national norms and documented differences in instruction and research staffing practices
in the disciplines.

Topic 1.4: Development of a System to Compare Formula Recommended and
Actual Student-Faculty Ratios at the Graduate Level

Synopsis of Issue: Both the legislative and NFM formulas recognize four levels of
Instruction:  lower, upper, graduate classroom and grac.ate thesis/dissertation.
Legislative staff have expressed concern that the NFM staffing ratios do not reflect either
legislative priority or actual practice, especially at the graduate level. The annual
expenditure analysis is the primary tool through which the SUS can monitor differences
between actual and formula staffing rates. Although the expenditure analysis also has
four Instructional levels, its graduate categories are graduate | and graduate Il (which
roughly correspond to masters and doctoral-level instruction) rather than graduate
classroom and thesis/dissertation. The difference in reporting categories prevents
verification of whether formula differences at the graduate level are justified.

Documentation: Accurate student-faculty ratios at the graduate ievel are important
to ensure equity since the thesis/dissertation element in the instructional formula provides
about 2.5 times more funding per credit hour than graduate classroom instruction.
Further, nearly 70% of all thesis/dissertation funding is allocated to only two universities.

Recommendation: Once the new consensus formula is adopted, the SUS should
modify its expenditure analysis reporting categories to conform with the formula
categories.

Topic 1.5: Formula Treatment of Support Program Components

Synopsis of Issue: In addition to their differences in the I&R program component,
the legislative and NFM formulas vary In their treatment of the support program
components. In some cases, the long-term staffing ratios and current year funding rates
for the formula factors vary, e g., the ratios for libraries and for plant operations and
maintenance. As with the I&R formula situation, the difference in approaches contributes
to disagreement and confusion about what has been funded and what is required for the
request year. In other cases, the legislative approach simply is not based on the NFM
formula but instead considers incremental needs from one year to the next, e.g., the
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processes for the administrative support and for the student services components. The
absence of formula approaches may result in inadequate attention to the funding needs
of th"- support programs.

Documentation: Testimony of legislative and SUS budget staff identified those
components where different practices are used to assess the funding needs of support
areas. Longitudinal analyses developed by the universities illustrate how funding levels
for various support functions have not kept pace with the growth in workioad or price
level increases over the past decade. Further, thelr analyses indicate that funding in the
support areas has not maintained a proportional relationship with funding for the primary
program components.

Recommendation: As part of the consensus formula development process, the
funding needs of all major support program components should be based on a formula
approach.

Topic 1.6: Adequacy of Funding for a8 Compeijtive University Sy'stem

Synopsis of Issue: Over the past decade or more, the state has a made significant
commitment towards developing and maintaining a nationally competitive university
system. In 1987, for instance, Florida's national ranking in support of its universities had
increased to 6th among the fifty states in state and local appropriations per FTE student,
compared to 34th in 1979, The combination of the state's tax revenue shortfalls and the
rap.c cnroliment growth in the SUS over the past two years, however, has caused per-
student funding to drop and has renewed concerns ebout the quality of the universities.
Neither the legislative formula nor the NFM explicitly incorporate a method for maintaining
nationally competitive funding levels for the state's universities.

Documentation: Analyses prepared by the SUS staff show that total state
appropriations (general revenue and lottery) per FTE student have dropped by about 18%
over the past two years. Other SUS analyses show that faculty salary averages are losing
their competitiveness with respect to salaries in other states.

Recommendation: The consensus formula should include faculty salary averages
and other funding rates that are based on achieving the state's goals for maintaining a
competitive university system.

Topic 1.7: Impact of Lump-Sum Flexibility on the Funding Process

Synopsis of Issue: The 1991 legislative session granted much greater authority to
the Board of Regents to allocate funds among program components and across
budgetary units in the SUS. Under the new lump sum flexibility provisions, the SUS is
accountable to the Legislature for only two broad program components in the former E&G
budget entity: (1) instruction and research and (2) university support programs. During
a transitional period, however, the Regents still use the nine former program components
for allocating and monitoring the appropriation. Use of these same nine program
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components are an Implicit feature of the NFM. With the newly gained lump-sum
flexibility, some SUS budget personnel question whether the original program
components still have utility in a formula funding process.

Documentation: Formulas in other states with complete lump sum flexibility use
detailed components, e.q1., library and plant, to justify the budget request. Thece states
also use dotalled formula. to assure an equitable allocation. Analyses show that some
of the NFM funding components involve Insignificant dollar amounts and range in size
from less than one-tenth of 1% to more than one-half of the E&G budget.

Recomiiandation: The new consensus formula development process should
continue to provide for detailed program components for major program activities.
However, tha consensus formula should combine funding components which attract
relatively small proportions of total funding and which are allocated using similar variables,
e.g., FTE students.

9.2 Equity of the SUS Allocation Process
Topic 2.1: Hold Harmless Policy

Synopsis of Issue: When the SUS was develoging the NFM, it became apparant
that the full and immediate implementation of the formuia recommendations would create
a significant level of financial disruption for at least one of the universities (FAMU).
Recognizing that stabiiity of funding, as weil as fi nding equity, was a desirable
characteristic for any funding methodology to possess, the SUS recommended that the
NFM include a "hold harmless" provision. Due to the limited amount of new funding that
has been appropriated since the NFM was adopted and the extent that the NFM would
redistribute funding among the universities, the hold harmless provision has been much
more significant in recent allocations than the formula components of the NFM. Atissue
is how much stability should be afforded at the expense of creating inequities for other
universities. Also at issue is whether funding stability guarantees should be for an
indefinite period or be limited to a certain phase-out period.

Documentation:Analyses show that a significant portion of FAMU's funding in 1990-
91 could not be based on either formula generation or other special allocations. At |east
15% of its allocation probably can be attributed to the hoid harmless provisions of the
NFM.

Recommendation:Policies supporting the new consensus formuia should continue
to respond to the need for funding stability, but major adjustments in funding shouid be
based on a three-year phase-out approach.
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Topic 2.2: Variances Ssiwsan Planned and Actual Enroliments

Synopsis of Issue:  Beginning in the early 1980s, fuiding decisions began to be
made on the basis of "planned enroliment” rather than the actual number of students that
would be served. Enroliment plans are Intended to communicate to the universities the
need to preserve quality rather than to compete for enroliment growth. The enroliment
planning process has evolved over the years to provide direction for where (both
locations and programs/ievels) changes in enroliment levels should occur. UF, for
instance, was authorized by the Legislature to reduce 1,500 lower division FTE without
loss of funding. Universities face many difficulties in matching their actual enroliments
with the plan (e.g., the articulation agreernent guarantees access regardless of the plan,
and the fact that admissions decisions are made before the final enroliment plan is
adopted). Also, enroliment plans have not been universally accepted by the universities
due both to their desire to respond to the growth in student demand and the aspirations
of some universities to grow. By not providing funding for students beyond the planned
levels, the Legislature and BOR penalize the universities for violating state enroliment
growth policy. Unfortunately, students rather than administrators feel the brunt of the
penalties since they must endure larger class sizes and fewer support services than their
SUS peers.

Documentation: Analyses show that all nine universities exceeded their enroliment
plans for 1980-91. Three universities were more than 10% over their target (one was
20%). Overall, the nine universities had 6.4% of their combined enroliments unfunded.

Recommendation: The concepts behind the enroliment planning process need to
be re-examined in light of the growth pressures facing the university system. Penalties
‘or exceeding the planned target, other than withholding financial supp.rt, should be
adopted.

Topic 2.3: Realignment of I&R Formula Positions with Actual or Planned
Enroliments

Synopsis of Issue: When the enroliment planning policies were first implemented
in the early 1980s, several universities exceeded their targets beyond an acceptable

“corridor of variance. To penalize these institutions, the appropriation bill contained

proviso that prevented those universities from receiving funding for this unauthorized
enroliment increment in subsequent years. The enroliment plans were adjusted upward
to match the actual enroliments but no additional funds were provided. Since then, the
formula has provided funding for further enroliment growth but the increment of growth
in the early 1880s has never been funded. Other universities lost enroliment during this
same period. Their planned enroliment levels were reduced to actual levels without the
loss of funding, yet subsequent growth has attracted iew funding. As a result, current
planned enroliments for several of the universities are either over or under-funded in
comparison to the NFM student-faculty ratios.

Documentation: A simulation of the NFM using planned enroliments shows that
some universities are underfunded by as much as 5% of their formula-generated positions
due to past administration of the enroliment plan.
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Recommendation:in coordination with review of the hold harmiess policy and the
overall enroliment planning concept, the new consensus formula should be zero-based
and restore all formula-generated I&R positions.

Topic 2.4: Rationale for Appropriation/Allocation of Non-Enroliment Positions

of Issue: Over the years, a significant number of acudemic and support
positions and dollars have been appropriated and allocated to the universities above and
beyond the formula-generated levels. The purposes for these resources are varied, but
include maintaining major research centers, establishing the quality improvement
program, providing start-up funds for new programs, and a host of minor issues. The
common rationale for these funding actions is that the enroliment formula did not
recognize a special need.

Documentation: Overall, non-enroliment positions accounted for over 17% of all
academic positions in 1890-91. Of the 1,276 non-enroliment-related academic positions
in the SUS, 430 are categorized with institutes and centers, 639 are funded for quality
improvement efforts, 43 are for technical adjustments, and 165 are for short-term program
development. Nearly two-thirds of the special position line items are for small increments
(e.g., five or fewer academic positions) and represent only about 1% of the total positions
at the universities.

Recommendation: The criteriafor what constitutes a special, non-enroliment-related
funding requirement need to be tightened and funding should be continued only for
unique, large-scale activities. In particular, the criteria should address the relative
magnitude of the special need in comparison to the university’s resource base and
whether state-level designation is appropriate. Positions related to special allocations
that are to be discontinued should be considered in the establishment of new student-
faculty ratios.

Topic 2.5: Alignment of Faculty Salary Averages with Peer Universities

Synopsis of Issue: One feature of the I&R formula of the NFM provides for a unique
faculty salary average for each university. These salary averages, which ranged from
$47,418 to $55,941 in 1990-91, are intended to reflect the different staffing needs of the
universities as they carry out missions .vith different graduate education and research
emphases. Observers from all sides feel that the facuity salary differentials are unfair.
Supporters of the universities -at the (ower end o: the salary range feel they are being
shortchanged, while advocates of the universities with higher average rates believe that
the salary differences do not adequately reflect the ditferent market place in which they
compete for faculty.

Documentation: Analyses of regional and national faculty salary studies show that
average faculty salaries vary with institutional mission, and universities with the biggest
graduate programs pay the highest salaries. In comparison to similar universities by
category in the SREB states, Florida's universities ranged from 91% to 109% of their peer
category averages. In a similar comparison using national data for three categories of
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universities from the AAUP survey, the range was from 91% to 118%. In both cases,
Florida universities that have the most graduate emphasis were the least competitive.

Recommendation: The new consensus formula should continue to differentiate
faculty salary averages among the universities, The Initial values in the consensus
formula should be recalibrated using external comparative data for similar institutions
across the nation, and the values should be reviewed periodically.

Topic 2.6: Funding Provisions for the Needs of *High-Risk" Students

of Issue:  Various features of the NFM provide differential funding based
on identified differences in missions among the universities. Examples include such
student characteristics as level, discipline, and part-time enroliment status. One feature
of the student services funding formula provides an additional 10% to FAMU based on
its mission to serve disadvantaged students. No other university receives this supplement
regardless of the number of disadvantaged students they serve. FAMU aliso is the only
university that is statutorily able to offer remedial or developmental instruction, but these
courses are not eligible for formula funding. The funding process for elementary-
secondary education (FEFP) provides supplemental funding for "at-risk" students, and is
targeted at dropout prevention efforts and swudents whose native language is other than
English. The basic issue regarding the SUS funding process is whether "high-risk"
students impose significantly different resource requirements and, if so, how should their
needs be recognized.

Documentation: The ability to identify and count the number of "high-risk" students
from readily avallable data sources is limited. However, using scores on standardized
entrance exams, high school grade point averages, and financial aid participation rates
as proxy measures, our analysis shows that FAMU's student body includes the highest
proportion of "high-risk" students. Considerable variance is observed among the other
eight universities.

Recommendation: The new consensus formula should define "high-risk" students
and recognize their needs in both the instruction and student services components. All
universities should be eligible to receive these supplements in proportion to their service
to "high-risk" students.

Topic 2.7: Funding Equity Between E&G and Special Unit Programs

Synopsis of Issue: Prior to the 1991-92 appropriation, the agricultural and medical-
related units at UF and USF were funded by the Legislature as "special unit' budget
entities rather than through the E&G appropriation. A specific charge in the legislative
proviso to PEPC was to consider the equity of funding for comparable programs provided
through the special unit and E&G funding processes. Our analyses focused on
agriculture and pharmacy, but the issue also extends to nursing and a variety of other
programs in the health-related professions. With the 1991-92 appropriation, the special
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unit budget entities were discontinued but the special units continue to be separately
identified as special line-item components.

Documentation: The NFM recommeandations for special units, which were never
adopted by the Legislature, specifically provided preferential funding treatment for
instructional programs at IFAS, the UF Health Center, and the USF Health Center.
Analyses of SUS expenditure data for agriculture instruction show that FAMU spends
more per student than IFAS, perhaps due to Institutional priorities at FAMU. (The
comparisons do not include the experiment Station or extension Service at IFAS.)
Comparisons of budget data for pharmacy show slightly higher per-student expenditures
at UF than FAMU.

Recommendation: With the elimination of special unit budget entities, the
agriculture and health-related instructional programs at UF and USF should be funded at
similar rates to comparable instructional programs in the E&G budget. In the
development of the consensus formula, however, careful attention should be directed to
the assignment of these disciplines into appropriate funding categories.

Topic 2.8: Provisions in the Library Resources Formula for Unmet Needs

Synopsis of Issue: The NFM library formula, which is derived from a formula
developed in the state of Washington, contains two separate provisions -- operations
(mostly personnel costs) and resources (books and subscriptions). The resources
formula element focuses on maintenance of the collection and is largely driven by the size
of the current materials inventory, although occasional special allocations are available
to provide for the needs of new programs. The implicit assumption in this process is that
the existing library inventories already are equitable with respect to the variance in
program needs of the universities. The formula contains no provisions (other than new
program supplements) to address possible deficiencies in library collections. University
library standards developed by professional groups (e.g., ACRL) and state higher
education boards elsewhere prescribe volumes of resources needed per program by
level, per student and per faculty.

Documentation: Analyses show that current library resources per FTE student vary
considerably (more than 125%) across the nine universities. This variance is believed to
result from a variety of factors, including program and mission differences, institutional
priorities, and timing {(e.g., whether the SUS had sufficient resources when the university
either opened or experienced significant programmatic expansion or enroliment groath).

Recommendation: The new consensus formula for the library component should

specifically include provisions to identify resource needs related to diiferent academic
missions.
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Topic: 2.8. Number of Liscrete Formuia Categories

Synopsis of Issue:  The NFM contains many components and sub-elements that
attempt to address the different needs of the nine univarsities. In the student services
component, for instance, sub-elements consider part-time students, disadvantaged
students, and students that receive need-based financial aid. In the I&R program
component, separate research staffing ratios are used for each individual discipline
although the 32 disciplines are grouped into only three categorles for instruction. Four
of the program components include special provisions for the needs of branch campus
programs. The issue is whether the need for a simpler formula presentation, which would
facilitate communication among university system personnel and funding authorities,
outweighs the needs to recognize relatively subtle differences in mission with procedures
that redistribute relatively few dollars.

Docum intation: Analyses show that four of the nine separate formula components
of the NFM collectively account for only 2.8% of the total E&G appropriation. Even for
the universities that are the principal beneficiaries of these special provisions, the four
components combined do not generate mcie than 5% of total funding.

Recommendation: The new consensus ormula should consolidate the number of
separate sub-elements where possible. Separete categories that are created shouid be
consistent with the lump sum flexibility componants and shou'd represent a significant
doliar volume of resources.

Topic: 2.10 Unique Missions Not Addressed by the Formula

Synopsis of Issue: The purpose of the overall funding process is to distribute
available resources in proportion to identified need. Many states find that formulas for
colleges and universities are useful for measuring relative need for all but a few unique
programs. The NFM follows the national pattern with the formula elements covering
about 84% of the tota! E&G budget. The issue regarding formula recognition is two-fold.
One aspect is whether any of the existing non-formula provisions should be rolled into
an existing formula or become the basis for a new formula coinponent. The second
aspect is whether certain missions, which currently are not being separately recognized,
should be given greater visibility in the state-level budgeting process.

Documentation: The non-formula allocations in the 1990-91 budget include $3.5
million for museums (UF and FAMU), $3.2 million for radio and television stations (UF,
FSU, USF and UWF), $9.4 million for demonstration schools (shifted to the FEFP budget
for 1991-82), and $139 million for a variety of special, non-enroliment positions spread
across ali nine universities.

Recommendation: The new consensus formula should seek to include as few non-

formula components as possible. Atthe same time, nonetheless, the new formula should
contain new formula categories that recognize significant and costly mission differences.
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9.3 Equity of the Fixed Capital Outiay Budgeting Process
Topic 3.1: Use of Space Planning Standards in the Capital Outiay Budget

Synopsis of Issue: Facllities used by colleges and universities across the nation
are classified according to their type of space. Separate reporting categories include
such areas as classrooms, teaching labs, offices, and llbrary space. About two-thirds of
the states rely on space planning guidelines, such as providing 120 square feet per office
or requiring 40 hours of classroom utilization per week, to determine the relative needs
of their institutions for facilities construction and renovation. Florida adopted space
planning standards approximately twenty years ago when the system was rapidly
expanding. In recent years, however, formula-based estimates of facility needs have not
played a central role in the development of SUS capital outlay budgets. A EUS task force
recommended adoption of a revised space planning/facilities budgeting formula several
years ago, but no action was taken.

Documentation: Our analyses show a considerable variation of net quantitative
square feet per FTE student in total and by type of space. A 1989 work paper prepared
by SUS staff Indicates that the universities vary from 62% to 107% of formula-estimated
space needs that were met. Our analyses of recent capital outlay allocations for new
construction and major renovation show littie relation to unmet tacilities needs.

Recommendation: The SUS should place greater emphasis on the use of objective
space planning guidelines and formulas in the development of its capital outlay budgets.

Topic 3.2: Space Planning Standards that Reflect Trends in Program Needs

Synopsis of Issue: A familiar precept in facilities planning is that “form follows
function." That is, space shouid be planned to respond to the specific intended uses.
Higher education space planning standards have attempted to respond to this principle
by having separate formulas for each of several types of space. For instance, classroom
and research laboratory space standards often vary by discipline. Most formulas were
developed Iin the late 1960s and early 19708 when enroliments were rapidly expanding
as the baby boom generation reached college age. Over the past twenty years, the
nature of colleges and universities has changed considerably with more part-time
students, larger class sizes, the advent oi computer technology for instruction, research
and library services, new health and safety regulations, etc. The issue is whether 1970-
era space planning standards continue to match the functions of the university in the
1990s. The problem is especially acute in planning for medical education facilities.

Documentation: The three tiers of the California higher education community joined
several years ago to reconsider the appropriateness of that state's space planning
standards. Research space allowances and classroom utilization standards were
particular concerns. Higher education facilities planning also is receiving renewed
attention at the federal level.
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Recommendation: The SUS should revise its space planning standards to take into
account the changes in program delivery methods that have taken place over the past
20 years.

Topic 3.3: Planning for Facilities to Accommodate Projected Enroliment Growth

Synopsis of Issue: The number of Florida high school graduates Iis projected to
expand significantly over the coming decade. Both the community colleges and the SUS
are preparing to deal with an expected surge of students. Also during the past couple
of years, PEPC and the SUS have become concerned about the overall iow participation
rates in baccalaureate and graduate level education in Florida in comparison to other
states. One response to this concern is the plan to build a new university in southwest
Florida. If the SUS receives funding to respond to both the increase in high school
graduates and to achieve higher participation rate goals, university enroliments will grow
by over 50,000 students. This level of enroliment growth will have considerable impact
on the need for new facilities.

Documentation: The 1991 PEPC report on criteria for new colleges and universities
suggested that SUS enroliments should grow by 48% over the next thirty years Using
the average net assignable sruare feet per FTE student at the three newest SUS
campuses, analyses show that 4.5 million square feet of additional space, at an estimated
cost of nearly $500 million, would be required to handle this enroliment growth.

Recommendation: The SUS needs to develop a long-range program to provide
space for the projected growth in enroliment demand. The program should require
efficient space planning standards, consider the relative priority between instructional
space and research and support space, and address the relative priority between new
construction and renovation.

Topic 3.4: Consolidation of Capital Outlay Funding Sources

Synopsis of Issue: Funding for SUS capital outlay projects comes from several
different sources, including the Public Education Capital Outlay (PECO) Trust Fund
created by utility taxes, the General Revenue Fund, the Educational Enhancement Trust
‘Fund (the lottery) and a portion of student fees which is designated for facilities. Different
planning and budgeting procedures are followed depending on the source of funds and
the type of facility. Compared to the considerable review devoted to creating priority lists
for PECO, general revenue and lottery funded projects, student fee-funded projects are
regarded more as institutional prerogatives. For the E&G budget, most student fees are
combined with the general revenue and lottery appropriations for distribution among the
nine universities according to system-wide priorities. The issue is whether the student fee
funding source should be considered available to address broader statewide priorities.

Documentation: Our analyses indicate that about 23% of total SUS capital outlay
funds in recent years have come from student fees. Also, funding has tended to stay on
the campus where it was collected regardless of system-wide priorities.

Recommendation: All general sources of capital outlay funds in the SUS should
be consolidated and allocated according to system-wide priorities for all types of space.
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10.0 APPENDICES

10.1 Historical Analysis of Funding Variations

The legislative proviso requested that data from several years be reviewed as a
background for the analysis of the equity of the 1890-91 allocation. For this purpose, we
selected two other fiscal years -- FY81 and FY86 - in order to consider funding shifts
within the State University System over five-year periods from FY81 to FY91.

Our analysis of these two earlier fiscal periods includes various calculations of
funding per FTE student. In particular, we analyze per-student funding for each of the
nine major budget components (e.g., instruction, library, etc.) and the total for each
university and for the system average. Separate calculations were performed using both
planned and actual FTE enroliments. It should be noted that a variety of allocation
practices have been used over the ten-year period."The NFM applies only partially to the
FY91 allocation, and pre-dates the FY81 and FY86 allocations.

Exhibit 37 is a summary comparison of thé three fiscal years. It shows how total
funding for each university varied from the system average on both the planned and
actual enrollment bases. Exhibits 38, 39 and 40 provide details by program components
for FY81, FY86 and FY 91, respectively. A variety of factors may explain the shifts over
time, including different mixes of students by level (several universities added lower
divisions during this period) and growth in the institutes and centers category.

EXHIBIT 37
VARIATION IN FUNDING PER FTE STUDENT: FY81, FY 86, AND FY 91
ACTUAL FTE AND PLANNED FTE
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EXHIBIT 38

SUMMARY ALLOCATION OF FY81 APPROPRIATION
BY UNIVERSITY, ALLOCATION COMPONENT AND STUDENT
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EXHIBIT 39

SUMMARY ALLOCATION OF FY86 APPROPRIATION
BY UNIVERSITY, ALLOCATION COMPONENT AND STUDENT
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SUMMARY ALLOCATION OF FY91 APPROPRIATION

EXHIBIT 40

BY UNNERSITY, ALLOCATION COMPONENT AND STUDENT
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EXHIBIT 41

#5-000-01
DWFFERENTIAL TREATMENT OF UNWVERSITIES BASED ON POUICIES
IN THE SIMULATED ALLOCATION OF 190091 E&G APPROPRIATION
Aliocation Equity 506 UF T ] WAU T O T W] W] UF 1 fU__ | U SUS
SUS Average Alocation per Planned FTE Giudent]  $10.765| 810,706 |  $10.705] $10,706| $10,706] $10706| 610705| 810706  $10706 |  $10,206
AlNocation Adjusiments
Instructional Program Ofierings " o| oo 26 2|  oam o3 61 ®0 0
Stafting Characteristics n 208 (280)| 67) 51 @n) (199)| (267 ) 0
Feo Wavers 126 % (o8| (44) 0| (115) [t (105) (12n 0
Lidbrary Charactensics 2 12 20 (s 104 261 (sn (75) 154 0
Lirary New Program Suppon @n @n (2n| 12 4] @n M L7} @n 0
Branch Campuses (15) 9 (39 10 1 T 5 21 i5) 0
Non-Enroliment Appropriations/Aloc ations 406 16 40 as 2 (43) (264) (219) (748) 0
Unigue Operations . 124 53 239 (96) 61 L(109) (169 (165) (165) (]
Pan-Time Sluda'm (.29) (12) (23 l.d 15 9 22 19 kX . 0
Soecial Unit Student Services 40 (15) (%) o (15) (15) (15) (15) (15) 0
Disaadvaniaged Studenis (+)] @ a7 @ @ @ Lt4] @ @ 0
Neoed-Based Studen! Financlal Aid 2 3 23 6 3n @9 ® @n (26) Y
Merkt-Based Student Financial Akl @ 1 23 © (£:] &) (&) 0 o 0
Physical Plant Operalions and Maintenance 173 () 453 6 % 128 (333) (22n (262) 0
Adminisirative Support 12 (22) 196 (59) 142 152 (90) 58) 155 0
Adminisirative Support- Special Units K} (18) (v 14 s (18 (18) (18) (18) 0
Hold - Harmiess Policies and Other 64 (225) 1.803 (330) 951 (301) (763) 327 (167 (]
Unaxplained Variance
Planned Enroliment (103) (921) (2138 on (151} (29N (939) (141)) (492) (661)
[Adfusted Atiocarion per Planned FTE 12,060 9902 | 10256 10.200 12,003 9,538 7.615 8.460 8.543 10,044 |
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10.2 Altemative lllustration of Funding Equity Analysis Model

in chapter 5, we lllustrated how the various components of the NFM might help
explain the funding ditferences among the univefsities in a simulated allocation for 1980-
91. Exhibit 10 started with actual funding levels and then adjusted for the impact of
varlous formula factors until each university was at the systom average. Exhibit 41 uses
the same data, but begins with all universities being funded at the system average. The
adjustments then show how funding Is increased or decreased in response to each
university's characteristics as applied to the formula component;.
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