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Executive Summary 

The executive summary is organized by ~he li~t ~f. questions asked by Vice President and 
Provost Christine Maziar in her charge letter to the Committee. A short answer is given 
for each question. The summary is followed by a more detailed analysis of tuition models 
and related financial tools (financial aid, waivers, reciprocity, tax deductions) that impact 
the various tuition models. 

Charge letter 

As a public institution, we highly value preserving access to our institution for able 
students of modest means. What are the supports required to preserve access? How do 
we demonstrate to our various publics that access has been preserved? 

The University provides a number of forms of assistance to preserve access, the most of 
important ofwhich is need-based aid (in order of magnitude): loans, grants, and work
study. Scholarships and waivers also play a role. Data presented in this paper indicate that 
the University is doing a good job in supporting low-income students. Low-income and 
low middle-income students and their family are the most negatively affected by tuition 
increases and the cost of attendance. The University needs to invest in its Access, Choice, 
and Quality Need-Based Grant Fund, increasing by some formula the amount of available 
funds in proportion to increases in the cost of attendance and tuition. Other suggestions 
made herein relate to the proposed changes to Minnesota's state grant program. 

Institutional Research should continue to provide data that demonstrates both the 
University's effort to ensure access through admissions and financial aid initiatives and 
outcomes. 

The primary policy used to target financial aid to low-income students is need-based aid 
programs. Besides considering targeted uses of financial aid, the University should also 
continue to invest in non-financial outreach, recruitment, academic support, and retention 
programs for underrepresented populations. They have been proven to be successful at 
getting students from underrepresented groups into the University and helping to make 
them successful once here. 
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Do we have the tools in place to measure "price sensitivity" of our various academic 
programs? Are we pricing ourselves out of our target markets in any of our academic 
programs? Do different undergraduate programs have different price sensitivities? 

The Committee does not find price to be an issue for the Twin Cities campus, for its 
professional programs (except the Medical School), undergraduate and graduate 
programs. The professional schools, in particular, have always effectively and closely 
monitored price because of its potential impact on the quality of the incoming class, 
which, in turn, affects national rankings. The undergraduate admissions office does 
internal analyses and surveys on a regular basis and follows closely the success of peer 
institutions. On occasion, they have contracted with firms such as Noel-Levitz for a more 
in-depth understanding of markets and potential yield rates by levels of student quality, 
which is very much affected by the net cost-of attendaRce. 

However, there is a growing disproportion in the cost of attendance and tuition at the 
coordinate campuses and depending on tuition models chosen, could significantly 
exacerbate this problem. 

There are different price sensitivities for selected undergraduate programs and the market 
would support differential tuition rates. The pros and cons of using such a tuition model 
is outlined below. The Committee supports the continued use of a single tuition rate for 
undergraduates on each campus. 

What role does price (or tuition level) play in the University of Minnesota's ability to 
attract exceptionally strong students? What is the impact on our research programs of 
tuition increases? 

Scholarships more so than cost affects the University's ability to recruit high ability 
undergraduate students (see table in main text). The University is not competitive with 
peer instituti:ms and has not been for some time. With limited scholarship funds, the 
University has opted for smaller scholarships for a larger number of students rather than 
larger scholarships for a smaller number of students. Such an approach makes the 
University less competitive for some students, e.g., national merit scholars offered full
ride scholarships. If the University is to be more competitive for these students, it will 
require significantly more scholarship dollars. 

According to an annual survey by the AAU data exchange, in 2002-03 the cost of 
supporting a non-resident teaching assistant with a 50 percent appointment was $25,402 
and the cost of supporting a research assistant with a 50 percent appointment was 
$26,163. This cost includes stipend, fringe benefits, and tuition benefits. The tuition 
benefit has been the fastest growing component of this cost and is currently about 50 
percent of the total cost. These costs are much higher at most private institutions (e.g., 
$42,062 for a research assistant at Cornell). 
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The cost to the University of supporting graduate assistants is about mid-range for Big 10 
public institutions. For example, the cost of supporting a research assistant is slightly less 
at Illinois ($23,736), slightly more at Michigan ($30,269), and significantly more at 
Wisconsin ($35,546). 

While significant increases in tuition increase the cost of supporting graduate assistants 
and are hence of concern, there is no evidence yet that the University is at a competitive 
disadvantage. 

How does our tuition-benefit cost compare to peer institutions' cost of supporting a 
graduate student? 

This question is partially answered above. Because this issue has been raised by a number 
of colleges in recent years, the Committee recommends that a separate study be 
conducted to determine if the U ofM's current root004ology of funding tuition remission 
costs differs from those of other institutions in a way that puts our colleges at a 
disadvantage. Our costs are in the mid-range compared to the Big 10, but perhaps our 
internal funding practices are creating unintentional consequences. 

Are there populations that suffer a differential impact of tuition increases (e.g. first
generation students, middle-class, part-time students, etc.)? Should we mitigate these 
differential impacts? What would the mitigation strategies be? 

In general, African American, Hispanic, and low-income students tend to be more price 
sensitive (i.e., are less likely to enroll in college, or change the type of institution in 
which they enroll, in the face oftuition increases) than are white and middle- and upper
income students. 

The Committee believes that the University is providing sufficient support to low-income 
students (first-generation) and not sufficient support to low-middle income students. One 
strategy is to expand the income brackets that qualify for aid, which in tum would require 
more financial aid frorr University funds. Part-time students are significantly less of a 
factor at the University and more an issue for MnSCU. A proposal herein to modify how 
state grant funds are awarded would help this group of students. 

What role should scholarships play in preserving access? Is there a model that draws a 
connection between tuition increases and necessary scholarship/grant increases in order 
to preserve access? Are scholarships more effective in preserving access than tuition 
waivers? How should scholarship and other forms of student support be packaged to 
have the largest impact on access? On recruitment? 

Financial aid, whether in the form of scholarships, waivers, or grants, is key to preserving 
access. The Committee distinguishes between each ofthese forms of aid as follows. 

• Scholarships are rewards to individuals for meritorious past performance and/or 
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the promise of future performance. They can have a need-based factor attached to 
them making the awards potentially more attractive as tools to recruit low-income 
high ability students. The Committee would recommend that some scholarships 
be administrated as if they were waivers in order to accommodate increases in 
tuition assuming issues with IMG can be resolved. 

• Tuition waivers are awards given to classes of students. Any student who satisfies 
the class requirement is given the award. The classes can be based on need, merit, 
support of other societal needs and purposes or a combination. The advantage of 
waivers is that they automatically accommodate tuition increases. 

• Grants in aid are given to students on a need basis and normally are adjusted for 
increases in the cost of instruction 

Scholarships are important for access for high ability low-income students. The key to 
preserving access is to provide sufficient aid (of whatever type) that makes higher 
education affordable and the cost predictable over the course of the student's career. 

Most of the state programs award the bulk of their scholarship dollars to students based 
on financial need (83 percent in 1997-1998). However, the trend in recent years in some 
states is the development and growth of non-need based, or merit, scholarship programs. 
Georgia's HOPE Scholarship Program is the most well-known of these, but many states 
have followed suit by developing broad-based merit programs in the years since HOPE 
was first implemented in 1993. The Georgia HOPE program has no income cap, so all 
students who meet the minimum grade point average, irrespective of their financial need, 
qualify for a scholarship. Similar merit-based programs with no income eligibility cap 
have been implemented in Louisiana, New Mexico, Florida, and Michigan, since 1997. 

What should be the relationship between tuition increases for in-state students and out
of-state non-reciprocity students? The relationship between increases for 
undergraduates and graduate students? Should graduate tuition be discounted for GAs? 

The Committee understands that this decision related to in-state and out-of-state non
reciprocity students has been made. The difference will be a dollar amount rather than a 
percentage. 

The University has great flexibility in setting in-state and out-of-state non-reciprocity 
rates and it should be done with the objective of recruiting high ability students, getting a 
national and international mix of students at the institution to enrich the learning 
environment, while being sensitive to market forces and the cost of education. 

Other institutions are developing disciplinary based tuition or differential tuition for 
upper and lower-division students. We have worked very hard to get all undergraduates 
on a single tuition base should we reconsider? 

The study provides a detailed argument both pro and con differential tuition. The 
Committee's assessment is that the cost of such a strategy outweighs its benefits. 
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Can we provide a four-year tuition guarantee to students? What are the risks? The 
benefits? 

The University provides such a program now, but it is not much used. The Committee 
feels that greater use of the program would increase the financial risk to the institution 
and recommends we change nothing in this area. See the full argument below. 

We believe that some professional schools, such as the Medical School, would find such 
a guarantee attractive and they should be permitted to implement a guarantee. For some 
two-year programs, the length of the program effectively mitigates some of the financial 
risk to the college and institution. 

Is it possible to project an envelope of acceptable tuition increases over the next several 
years? What are the elements of a model to project such an envelope? 

It is possible to predict envelopes of acceptable tuition-increases over the next several 
years. Five such models are found in the details below along with their advantages and 
disadvantages. The Committee recommends the University retain maximum flexibility 
with respect to committing to a particular tuition model. 
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An analysis of tuition models 

An analysis of various tuition models in use or being considered nationally is provided. 
We begin with a brief statement of assumptions and background information on tuition, 
followed by a summary of current University policy. We then describe various tuition 
models and their perceived advantages and disadvantages associated with each. We look 
at related tools used by institutions to recruit and retain students: waivers, reciprocity, and 
financial aid. We briefly discuss fees and other billing practices. 

Changing levels of support 

State appropriations are at best likely to keep up with inflation and will become a 
progressively smaller share of the University's budget. Especially noteworthy is the fact 
that for the University of Minnesota, tuition and fee income for FY2004 will approximate 
$450 million and the state appropriation ~iU l)e $.183 million. Shortly, tuition and fee 
revenue will exceed the state appropriation. 

Nationally, state investment effort in higher education declined further in FY2004 
compared to FY2003 from $6.80 per $1,000 of state personal income compared to $7.12 
in FY2003. The decline has been steady since 1978. Minnesota now ranks number 21 of 
50 nationally in state investment in higher education at $7.56. However, and more 
seriously, it ranks number 43 in overall decline since 1978 with an investment change of 
minus 49.8%. Since 1990, the fifty states' investment effort has declined by a value $21.8 
billion (Postsecondary Education Opportunity, No. 139, January 2004). 

Colleges and universities have responded, in part, by raising tuition at rates that are 
significantly above the national inflation rate, much to the consternation of students, their 
families, and government, and are likely to continue to do so. That is because higher 
education will continue to be labor-intensive and therefore increasingly expensive. The 
University will continue to face significant cost increases for salaries, benefits, capital 
improvements and maintenance, information technology and library resources, regulatory 
compliance, and other cost drivers. Cost cutting measu:res can offset the increase 
somewhat. Technology, too, can help, especially in the service area. But we believe 
technology will improve primarily the quality of services and the learning environment. It 
is not a panacea for cutting costs. Indeed, it will likely add cost. 

Tuition increases are not new 

It is interesting to note that while most people believe that increases in tuition in excess of 
inflation are a relatively recent phenomenon (i.e., the 1990's). There is strong evidence to 
show that is not the case. Data from the National Center for Educational Statistics show 
that tuition and fees at private and public universities has increased more than the rate of 
inflation for the past forty years. William Bowen, President of the Andrew W. Mellon 
Foundation and former president of Princeton University, showed that a similar pattern 
has existed since the beginning of the 20th century ("The Economics of the Major Private 
Research Universities" (Berkeley, Calif.: Carnegie Commission on Higher Education, 
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1967). Data prepared by Peter Zetterberg demonstrate the increases in tuition rates at the 
University ofMinnesota in the 1990's were less than in the three preceding decades for 
the following University of Minnesota student cohorts: 

• Resident undergraduate students in CLA and IT 
• Non-resident students at Morris 
• Resident and non-resident graduate students 
• Non-resident law students 
• Resident and non-resident MBA students, and 
• Non-resident students in medicine 

And even when the increase in 1990's was greater (e.g., resident students at the Morris 
campus) it was not significantly greater than during the three prior decades. However, 
that reality does not mitigate current public concern and perceptions. 

Changing patterns of support 

Public perceptions have shifted in recent decades from a view of higher education as a 
societal or public good toward higher education as a private good or investment that 
promises high financial returns to the individual. There is a substantial lifetime income 
differential that accrues to college graduates as compared to high school graduates. One 
consequence is that public support continues to shift toward need-based direct support of 
students rather than base institutional support. 

The federal government and state legislatures have significantly changed how higher 
education is funded through financial aid, tax credits, and tax deductions with a 
significant impact on the net cost of a college education. A huge proportion of students 
receive financial aid (60 percent). According to the College Board, the net price of a 
college education (tuition and fees alone) climbed only $343 in the last decade, because 
of significant infusions of financial aid. The Hope and Lifetime Learning tax credits were 
the largest federal initiative for higher education since the GI Bill. In 2000 alone, $4.9 
billion was returned to taxpayers to offset college expenses. These subsidies effectively 
buy down the cost of higher education for many (Mark Yudof). 

While all of the above information helps put the issue and reality of high tuition rate 
increases in a richer and perhaps less problematic context, it is nevertheless very much on 
the radar of the public and government. The commentary below is intended to help the 
University develop tuition and fee strategies that can address the inevitable questions that 
are likely to be raised in the coming months by the Board of Regents, the Minnesota 
public, legislature, the University's students and their families. 

Tuition guidelines: current policy 

The University ofMinnesota's Board ofRegents tuition policy adopted in February 10, 
1995 and amended in May 10, 1996, April11, 1997, June 12, 1998, and March 12, 1999 
establishes guidelines for setting tuition. Note that the authority for establishing the basic 

7 



principles for assessing, collecting, and managing tuition at levels that ensure the 
educational quality and integrity of the University's instructional mission resides with the 
Board of Regents. Any proposed changes to current tuition policy and guidelines require 
approval by the Board of Regents. Our evaluation of varying tuition models includes the 
degree to which they conform to current Board policy. 

Current Board guidelines include: 

• The tuition rate structure must provide appropriate incentives for access, retention, 
and choice. 

• The tuition rate structure must promote timely progress toward degree completion. 
• The tuition rate structure must be responsive to federal and state financial aid policies 
• Tuition rates and related fees must reflect the costs and the competitive environment 

of individual programs, the personal benefits to individual students, and social needs. 
• Tuition assessments and tuition rates necessarily reflect the level of state 

appropriations for the University's instnictionatprograms. 
• Tuition rates and fees should recognize the difference in cost between full-time and 

part-time students. 
• For each campus, the resident tuition rate must be the same for all undergraduate 

students. For each campus, the nonresident tuition rate must be the same for all 
undergraduate students. 

• The annual tuition plans for undergraduate students on each campus must include a 
guaranteed tuition plan option for entering freshmen students. Costs associated with 
guaranteed tuition plans must be fully borne by students participating in the plan and 
participation in such plans may be limited. 

• The resident tuition rates for students registered in the Graduate School may vary by 
program and should be established on a cost-related basis, with cost being the average 
fully-allocated cost of graduate programs, and with market as a limiting factor to 
tuition rate increases. 

• The University should establish graduate tuition rates, graduate assistant wage rates, 
and tuition waiver and remission policies that enable the University to remain 
competitive in recruiting the best graduate students, in order to maintain high quality 
graduate programs and to benefit from the important contributions such students 
make to the University's instructional and research programs. 

• The resident tuition rates for professional students should vary by program and should 
be established on a cost-related basis, with market as a limiting factor to tuition rate 
mcreases. 

• The resident tuition rates for departmental master's students may vary by program. 
Resident departmental master's tuition rates should be established at a level greater 
than the corresponding undergraduate rate. 

• The president will recommend to the Board of Regents tuition rates for non-admitted 
students in continuing education and in summer session, and for adult students in the 
day school, recognizing that differences exist between degree-seeking and non
degree-seeking students. 

• Nonresident, non-reciprocity student tuition rates for undergraduate, graduate, 
professional, and departmental master's degree students will be set to recover, on the 
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average, the full cost used in establishing the corresponding resident tuition rate. 
Exceptions may be made for distance education courses that are delivered by 
correspondence or electronically. 

• Tuition may be waived or remitted selectively in order to accommodate state law, to 
provide financial discounts to students the University is seeking to attract, to offer 
University employees a benefit, to promote cooperation with other higher education 
institutions, to support the international exchange of students, and to serve 
humanitarian purposes. The cost of all tuition-waiver programs not financed by 
legislative appropriation will be recovered by the tuition revenue generated from 
students who are not receiving them. As a general rule, a tuition-waiver program 
should be offered only if the University intends to provide it to all students meeting 
the program's criteria, regardless of their financial circumstances. The cost of a tuition 
remission program will be recovered from the units offering this benefit. 

• The president may recommend to the Board of Regents that administrative fees that 
affect large classes of students may be assessed to those who directly benefit from the 
services for which the fees are being paid.- ----

• The president may recommend to the Board of Regents that course fees be assessed: 

( 1) When academic departments purchase materials that will be used in 
developing products that the students will retain or consume; 

(2) When they purchase from non-University vendors services or products that are 
subsequently provided to students as a requirement of a course; 

(3) When academic departments provide individual lessons to students; or 

(4) When distance education courses are delivered by correspondence or 
electronically in order to cover delivery costs. 

• The president may recommend to the Board of Regents that campus-wide fees, 
college-wide fees, or both be assessed to all students enrolled on a campus or in a 
college for special equipment, supplies, and services, provided that each campus use 
no more than one campus-wide fee and that each college use no more than one 
college-wide fee. 

Underpinning all of these guidelines is the principal of a partnership between the 
University, State, and students in providing necessary financial resources to fulfill the 
University's mission at a high level of quality. 

Additions and modifications to current Board guidelines 

The Committee has identified the following criteria to consider as appropriate additions 
to or clarification of existing Board guidelines: 

• The University's tuition strategy should take a longer-term approach to facilitate 
financial planning for the University, its students and their families. 
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• The schedule of tuition rates should be as simple and understandable as possible. 
• The use of mandatory student fees should continue to be limited. 
• The tuition model combined with financial aid should support equal opportunity for 

all societal groups to access higher education. 
• The tuition model should not reduce demand for higher education at the University of 

Minnesota. 

Tuition models 

Model1: Incremental increases. This model is basically the one used by the 
University of Minnesota. The University determines the amount of resources from all 
sources needed to balance a proposed budget. It weighs a variety of economic, social, 
programmatic, and political factors and ultimately determines an increment to its tuition 
rates. It is basically a pragmatic approach to setting tuition rates. 

Advantages: 

• Tuition increases can be adjusted each year to meet economic conditions and 
University circumstances. 

• No students receive disproportionately large increases in any given year. 

Disadvantages: 

• The incremental increases likely will continue to be significantly higher than 
inflation, thus exacerbating the current public dissatisfaction with the cost of higher 
education. 

• This option may not provide sufficient income to move the University forward. 
• Over time, annual higher-than-inflationary price increases could be a more significant 

problem for campus college locations whose competitors are local and regional 
institutions. This is currently a problem for the coordinate campuses. 

Model2: One-time, significant increases for all students, followed by more 
modest annual increases. This model imposes a significant increase in a given year 
for all students, usually in response to a financial shortfall, and normally comes with a 
promise to control tuition increases in subsequent years. 

Advantages: 

• This option would provide immediate inflow of income to address the University's 
needs. 

Disadvantages: 

• This option impacts current students more than other options. 
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• It also may have a significant impact on access given the greater price sensitivity of 
low income and minority students. Student aid becomes an even more significant 
issue for us with this model. 

• The reaction by students and the public could be severe. 
• It would have a deleterious impact on the coordinate campuses, and perhaps price 

them out of the market compared with their local and regional competitors. 
• It could dull an incentive for greater efficiency. 

Model 3: Significant increases for incoming freshmen, followed by either 
modest or no annual increases for continuing students. Unlike model 1, this 
model imposes a significant increase on freshma..11 only with a promise oflimited 
increases in future years. This model is about to be implemented in Illinois. A new law in 
Illinois will freeze tuition for public university students at the level they pay when they 
enter as freshmen. The law, called Truth in Tuition, will take effect at the state's nine 
public colleges and universities in the 2004-2005 academic year. Under the law, students 
will remain eligible for the tuition freeze- for four-years, as long as they are continuously 
enrolled. Those in five-year degree programs remain eligible for five years. Students who 
transfer or drop out lose their eligibility. 

Advantages: 

• Incoming freshmen can be advised of the increase before making the decision to 
come to the University. 

• Continuing students would experience more modest or no increases. This makes 
planning easier. 

• It can provide the funds to move the University forward if the freshmen increase and 
the following annual increases are sufficiently large. 

Disadvantages: 

• This model would violate current Board policy of a common undergraduate rate for 
each campus. 

• This option could have an impact on accessibility and recruiting for new freshmen. 
Student aid would be an important issue. 

• It could be a serious problem for the coordinate campuses, causing their prices over 
time to outstrip local and regional competitors. 

• It reduces flexibility to deal with changing economic situations. 

Model 4: Expanded differential tuition by disciplinary program, student 
·level, and by campus location. This model uses disciplinary-based tuition and/or 
differential tuition for upper and lower-division students. Its rationale is partially market 
driven and partially the differential cost of instruction. 

The University of Minnesota varied tuition rates by college at both the lower and upper 
division levels from the fall of 1962 to the fall of 1982, when it adopted a common lower 
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division rate. Prior to the fall of 1962 rates had varied (higher) only for the allied health 
programs in the Medical School. The University continued to vary tuition by college at 
the upper division level until the fall of 1998 and between lower division and upper 
division until the fall of 1999, when it moved to a single undergraduate tuition rate, with 
the change to a semester calendar and a single registration system (PeopleSoft). 

Tuition at the undergraduate level can be varied in two different ways. First, it can be 
varied by student level (e.g., lower division and upper division). Second, it can be varied 
by program, department, or college. 

Variation by student level 

The University of Michigan and Michigan State University both vary tuition between 
lower division and upper division, just as the University did for many years, with lower 
division students paying less than upper division students. The rationale for such a system 
is that tuition should reflect instructional-cost; and- if-eests less to education lower 
division students than upper division students. Some proponents of such a system might 
also argue that it is easier to recruit new freshmen if the tuition level is lower. 

As noted earlier, the University of Illinois and some other institutions outside the Big 10 
have turned these arguments upside down and begun charging new freshmen more than 
other students. When the system is fully implemented, tuition will vary by class. 
Proponents of this system would argue that freshmen are actually less affected by the cost 
of tuition than seniors, in part because scholarship assistance is often targeted to freshmen 
and because freshmen are more likely to be supported by their parents than seniors. The 
other obvious advantage of this system is that tuition is guaranteed for a four-year period, 
thereby making it much easier for students and parents to plan over a four-year period. 

One major disadvantage of these systems is the impact on low-income students who 
depend on federal and state grant programs. The federal Pell grant program, for example, 
on which most low-income depend, provides the same size award (all other things being 
equal) to upper division students as to lower division students. In Michigan a Pell grant 
award is of less help to uprer division students than to lower division students, while in 
Illinois exactly the opposite is true, unless the state of Illinois has changed its state grant 
program to compensate. 

A second major disadvantage of the system now used by Michigan and Michigan State is 
that it may depress graduation rates. Those who are closest to efforts at the University of 
Minnesota to improve graduation rates over the past 15 years are convinced that one 
major reason for the University's low rates in the past was its tuition structure. While 
Minnesota's first year retention rate was always somewhat lower than at most peer 
institutions, the significant difference was the retention rate after two or three years, as 
students when moving from lower division to upper division (and sometimes also to a 
different college) suddenly faced a much higher tuition rate, at exactly the same time as 
some were also losing parental support and University scholarship support. 
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Variation by program 

Within the Big 10, Illinois, Indiana, Michigan, Michigan State, Penn State, and Purdue 
currently vary tuition by program. 

• Illinois charges more for students in Business (beginning Fall2003), Engineering, 
Chemistry and Life Sciences, and Fine and Applied Arts and less for students in 
nursing. The tuition structure at Illinois is incredibly complex. 

• Indiana charges more for students majoring in Business (current amount is $830). 

• Michigan charges more for students in Architecture & Urban Planning, Art & 
Design, Business Administration, Dentistry (Hygiene), Education, 
Engineering/Computer & Communication Science, Kinesiology, Music, Natural 
Resources & Environment, and Nursing. 

• Michigan State charges more for upper division students in Engineering (current 
amount is $288). 

• Penn State charges more for upper division students in Business, Engineering, 
Science, Information Technology, and Nursing. 

• Purdue charges more for students in Business effective FY04; the current fee is 
$800. 

There are two reasons for varying undergraduate tuition by program. 

The first reason is cost. If tuition should reflect instructional cost, then students in higher 
cost programs should pay more than students in lower cost programs Gust as lower 
division students should pay less than upper division students). Minnesota's system in the 
past was based on this reason. Tuition was higher in colleges with higher instructional 
costs. 

The second reason is market, regardless of the cost of the program. If there is high 
demand for a program, regardless of its cost, and if a program can meet all of its 
enrollment goals with a higher price, why not charge what the market will bear? The 
professional schools tend to use this rationale. 

There is no doubt that some programs within a college are in greater demand than others 
(e.g., journalism in CLA) and that the demand for admission to some colleges is greater 
than for others (e.g., the Carlson School ofManagement). The University controls entry 
to these programs (colleges) with higher admissions standards that narrow the market. It 
could instead control admission by price, substituting ability to pay for academic merit. 

There are three reasons to consider charging more in some colleges. 

13 



• First, if a college was considered to be under funded and there was no other 
funding source, tuition could be increased to generate additional revenue. (Note 
that all colleges consider themselves to be under funded.) 

• Second, if a college wanted to enroll more students and there was no other 
funding source, tuition could be increased for all students in the college to fund 
the expansion, provided that under IMG some of the new revenue was available to 
those other colleges whose costs would also increase as a consequence. 

• Third, an institution might increase tuition for students in a high demand college 
in order to move other resources elsewhere. 

Advantages: 

• Expanded differentials between the Twin Cities and other campuses would be the best 
solution to address the price competitiveness-issues facing the coordinate campus 
locations. 

• Pricing on all campuses could reflect the demand and elasticity of prices at that 
campus. 

• Further differentials by level would better reflect the costs of upper division and 
graduate education. 

Disadvantages: 

• This model is contrary to current Board policy. 
• Expanded differentials could be an inhibitor to free movement and access to and 

among the University of Minnesota campuses and their colleges. 
• Many times, students and parents do not understand the differences in cost among 

locations, often associating lower cost with lower quality. Students also do not always 
understand price differences by student level. 

• The model could have a negative impact on retention and graduation rates, which 
would be contrary to current Board guidelines. 

• It is much more complicated to administer. 
• It creates incentives for game playing with students starting in lower cost colleges and 

transferring later to the preferred and higher cost college. 
• To preserve access, the University would have to provide greater financial aid to 

needy students in high cost colleges, since the federal and state grant programs would 
not? Would the colleges charging a higher price be willing to do this? 

Model 5: Guaranteed tuition plan. This plan is a variant ofmodel3. It 
normally imposes a higher tuition rate on incoming freshman, but it freezes tuition for 
them for a period of four or five years. 

Board policy requires that we have a guaranteed tuition plan and one is in place, although 
it is not much used. 
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Advantages 

• Depending upon its design, it can provide a very strong incentive for students to 
complete their degrees in either four or five years. Having tuition revert to the rate 
for the entering freshman in a year six, for example, would provide for the strongest 
incentive. But it could also lead students to stop or try to go elsewhere. 

• Students and parents would undoubtedly like the fact that tuition is guaranteed for a 
five-year period, thereby greatly simplifying their financial planning and easing their 
financial anxieties. 

Disadvantages 

• The model works well only if the institution's finances and enrollment are very stable. 
The principal disadvantage of any plan that guarantees tuition for all students or for 
any significant cohort of students is financial risk for the institution. If the 
institution's expenses are not guaranteed (as they never are) and if no other source of 
revenue is guaranteed (as none ever is), then fixing one significant source of revenue 
(e.g., tuition) places the institution at significant, potential financial risk in the event 
costs increase significantly (e.g., 10 percent inflation) or other sources of revenue do 
not increase or decline (e.g., the state appropriation, in the event of a recession). This 
is an especially serious concern for an institution that has costs that are not easily 
adjusted on an annual basis (e.g., debt service, utilities, and salaries). 

• If an institution suddenly had a problem recruiting freshmen it would also be in 
trouble, with the smaller number of incoming freshmen bearing the financial burden 
in the form of a higher entering cost. Increasing the entering cost, however, might 
actually make the recruitment problem even worse, unless the institution was willing 
to lower its standards. 

• In the event of financial or enrollment problems, the institution could avoid placing 
the entire financial burden on entering freshmen only by voiding its guarantee to 
continuing students--an act of very bad faith. One could construct the contract so that 
there was a buyer beware clause about when the guarantee would be voided (e.g., if 
the CPI hits 10 percent or if the state has budget problems), but such weaseling would 
seriously undermine the basic idea. A guarantee should be a guarantee. 

• Financial aid programs at both the federal and state levels are structured and funded 
on the assumption that a student's costs increase incrementally from year to year. 
Any tuition plan that works differently will disadvantage some students and 
advantage others. This is because the DOE requires each campus to establish a 
campus-wide average cost of attendance for all undergraduate students and also 
because the federal Pell grant program, the main source of grant funds, does not 
recognize cost of attendance for individual students. Freshmen and sophomores in an 
institution that charged them more than juniors and seniors would be disadvantaged 
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by such a system. Their costs would be higher, but their grant assistance would be 
the same as for upper division students, so the gap between cost and support would be 
greater for them. In addition they would be allowed to borrow less than upper 
division students, given current federal limits, which vary by class level. 

• This model is difficult to set up and manage in any student system, because its logic 
is based on date of matriculation rather than credits completed (which currently 
determines class standing). It can be done; we currently do it for the small number of 
students in the current guaranteed tuition plan. It would just further complicate an 
already complicated task. 

Reciprocity 

The Board has provided guidelines for reciprocity as follows. Subject to approval by the 
Board of Regents, the University may participate in reciprocity and exchange agreements 
between Minnesota and other states and the- Can-adiatrprovinces. These agreements will 
specify the extent to which tuition will be waived. Consistent with Minn. Stat. § 136A.08, 
the president will recommend to the Board of Regents for their approval any additions of 
and modifications in reciprocity agreements. 

The Board of Regents affirms that admissions to programs are delegated to the faculties 
of the University and that agreements related to admissions are not, therefore, properly 
within the purview of others. The Regents further affirm that their participation in 
reciprocity agreements involving the remission of nonresident tuition must be premised 
on the understanding that adequate funding-reimbursement procedures to the University 
will be developed through the Governor's Office and the Minnesota State Legislature. 
The University may also enter into consortium agreements with other institutions and 
other academic programs under which student exchanges and visiting student/scholar 
programs will operate. The president is delegated authority to approve such programs on 
recommendation of the appropriate academic officer. 

The State of Minnesota has full tuition reciprocity agreements with Wisconsin, North 
Dakota, South Dakota, and Manitoba. 

• Under the North Dakota and South Dakota agreements, Minnesota students 
studying in the other states pay the higher of what they would have paid in 
Minnesota at a comparable school or the resident rate for the campus attended and 
students from the other states do likewise. 

• Under the Manitoba agreement students pay the resident rate of the campus 
attended. 

• Under the Wisconsin Agreement, Wisconsin undergraduate students studying in 
Minnesota pay the Wisconsin resident rate for a comparable Wisconsin campus 
(e.g., Wisconsin students on the Twin Cities campus pay the Madison rate plus a 
25 % surcharge on the difference) and Minnesota students studying in Wisconsin 
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pay the Minnesota resident rate for a comparable Minnesota campus (e.g., 
Minnesota students on the Madison campus pay the Twin Cities rate). Graduate 
students and students in law and pharmacy pay the rate of the can1pus attended. 
The Wisconsin reciprocity agreement excludes medicine, dentistry, and veterinary 
medicine. 

The University of Minnesota has asked the Minnesota Higher Education Services Office 
to negotiate a change in the Minnesota/Wisconsin tuition reciprocity agreement. Current 
Wisconsin students and Wisconsin students beginning next fall would not be affected. 
Under the University's proposal there would be a three-year phase in. Wisconsin students 
matriculating in the fall of 2005 would pay a 50 percent surcharge on the difference in 
tuition rates. The surcharge would increase to 75 percent in the fall of2006 and to 100 
percent in the fall of 2007, at which time the tuition and required fees for Wisconsin 
reciprocity students on each ofthe University's four campuses would be the same as for 
Minnesota residents. 

Advantages 

• Reciprocity creates tuition incentives for students in other areas of the country to 
select the University of Minnesota. It potentially increases demand. It can also 
increase the pool of high ability students. 

Disadvantages 

• It creates opportunities for Minnesota residents to attend institutions in partner states 
and potentially decreases the percentage of Minnesota residents at the University 
(which could be a political problem). It reduces the pool of high ability Minnesota 
high school graduates. 

• It potentially reduces tuition income to the University, as has been the case with 
Wisconsin. 

Nonresident, non-reciprocity tuition 

The Board has provided guidelines for nonresident/non-reciprocity tuition as follows. 
Nonresident, non-reciprocity student tuition rates for undergraduate, graduate, 
professional, and departmental master's degree students will be set to recover, on the 
average, the full cost used in establishing the corresponding resident tuition rate. 
Exceptions may be made for distance education courses that are delivered by 
correspondence or electronically. In unusual circumstances, the president may 
recommend that nonresident, non-reciprocity students be charged resident student tuition 
rates on a campus or in certain colleges or programs. 

The State of Minnesota has partial tuition reciprocity agreements for undergraduate 
students with Michigan, Missouri, Kansas, and Nebraska through the Midwest Student 
Exchange Program (MSEP). Under this program, students from the other states pay 150 
percent of the resident rate for the campus attended. 
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Advantages 

• Reciprocity creates tuition incentives for students in other areas ofthe country to 
choose the University of Minnesota. It potentially increases demand. It can also 
increase the pool ofhigh ability students, as has been the case with Wisconsin. 

Disadvantages 

• As resident tuition increases, it may not be possible or desirable from a market 
standpoint to maintain the current differential between non-resident and resident 
tuition. Consideration should be given to adjusting this ratio depending on the actual 
cost of instruction, state appropriation, and student demand. The Board's current 
policy makes contradictory statements regarding this matter. 

Change in Residency Status 

The University does not use its own unique definition of"resident student." It follows 
state guidelines. The basic requirement is that an individual must have lived in the state 
for one year for reasons other than being a student. 

The University has discretion in setting tuition rates for nonresident students. 

• There is nothing in Minnesota statute that says how the University should set 
nonresident tuition rates or that even requires the University to have nonresident 
tuition rates. Current state statute simply stipulates that the state will not provide 
funding for nonresident, non-reciprocity undergraduate students. 

• The Board of Regents Tuition Policy specifies that nonresident, non-reciprocity 
student tuition rates for undergraduate, graduate, professional, and departmental 
master's degree students will be set to recover, on the average, the full cost used in 
establishing the corresponding resident tuition rate. Exceptions may be made for 
distance education courses that are delivered by correspondence or electronically. 
The President has discretion in recommending the use of resident rates for 
nonresident, non-reciprocity students in special circumstances (e.g., Crookston). 
The University no longer has nonresident tuition rates on the Crookston and 
Morris campuses. 

Prior to IMG it was fairly common for the professional schools to help their nonresident 
students be reclassified as resident students, so their tuition bills would be far less. This 
practice still continues, although to a lesser extent, despite the fact that the University's 
residency policy is very strict. There is also some confusion over this practice and the 
granting of nonresident tuition waivers or the granting of scholarships in the amount of 
the nonresident component of tuition. 
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The University should strictly enforce its residency policy, except in very exceptional 
circumstances. Note that the Office of the General Counsel is currently researching the 
University's ability to withstand a challenge to its residency policy. 

If a college wants to discount tuition for an individual student it should award a 
scholarship, not seek a change in residency status (i.e., collect the money and give some 
of it back). 

Waivers 

Current Board guidelines on waivers are as follows. Tuition may be waived or remitted 
selectively in order to accommodate state law, to provide financial discounts to students 
the University is seeking to attract, to offer University employees a benefit, to promote 
cooperation with other higher education institutions, to support the international 
exchange of students, and to serve humanitarian purposes. The tuition revenue generated 
from students who are not receiving them will recover-the cost of all tuition-waiver 
programs not financed by legislative appropriation. As a general rule, a tuition-waiver 
program should be offered only if the University intends to provide it to all students 
meeting the program's criteria, regardless of their financial circumstances. The cost of a 
tuition remission program will be recovered from the units offering this benefit. 

The Committee endorses the Board's current policy. Tuition waivers should only be 
awarded to cohorts of students meeting well-defined criteria, for example the waiver of 
the non-resident component oftuition for graduate assistants with an appointment of25 
percent or more or the waiver of all tuition for Native American students attending the 
Morris campus, as required by state law. 

Scholarships and grants, by contrast, should be used in all other situations and differ from 
tuition waivers in that the awards are made to individual students based on a review of 
their individual merit and/or need. 

For a few large scholarship programs that are based on tuition, however, once a 
scholarship has been awarded to an individual student it may make sense to administer 
the award as a tuition waiver. This is how we administer the National Scholarship 
Program, for example. The award is a scholarship based on individual merit, the value of 
which is a reduction in the non-resident component of tuition (e.g., 50 percent). Since the 
value is the same for all students receiving the scholarship, it is much more efficient 
administratively to manage the scholarship as though it were a waiver. Note that these are 
unique examples and that in general scholarship awards should not be managed as though 
they were tuition waivers. 

There is some concern that the University grants too many tuition waivers and that it 
grants tuition waivers in situations where a scholarship in the amount of nonresident 
tuition should be used instead. In FY 1995, the cost of tuition waivers was 12.8 percent of 
net tuition revenue, up from 5.4 percent in FY 1987. In FY 2003, the cost oftuition 
waivers was 8.9 percent of net tuition revenue. It is difficult to judge whether there is 
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really a problem here. As noted above, the cost of tuition waivers as a percent of net 
tuition is less now than it was several years ago. 

The University of Minnesota has more than 40 tuition waiver programs, but just two 
programs are significant in size: 1) the waiver of nonresident tuition for graduate 
assistants and 2) the waiver of nonresident tuition for high ability nonresident students. 

In FY 2003, the University's tuition waivers totaled $31.4 million. Ofthis amount $16.9 
million was for the waiver of nonresident tuition for graduate assistants and $14.5 million 
was for other purposes, including compliance with state statute. The major program 
required by state statute is the waiver of all tuition for American Indian students at 
Morris, which was a condition of the transfer ofthe campus from the federal government 
to Minnesota in 1902. Other waiver programs mandated by statute include the waiver of 
tuition for blind students form Minnesota and North Dakota. 

Fees versus tuition 

Current Board policy reads as follows: 

• The president may recommend to the Board of Regents that administrative fees that 
affect large classes of students may be assessed to those who directly benefit from the 
services for which the fees are being paid. 

• The president may recommend to the Board of Regents that course fees be assessed: 

(1) When academic departments purchase materials that will be used in 
developing products that the students will retain or consume; 

(2) When they purchase from non-University vendors services or products that are 
subsequently provided to students as a requirement of a course; 

(3) When academic departments provide individual lessons to students; or 

(4) When distance education courses are delivered by correspondence or 
electronically in order to cover delivery costs. 

• The president may recommend to the Board of Regents that campus-wide fees, 
college-wide fees, or both be assessed to all students enrolled on a campus or in a 
college for special equipment, supplies, and services, provided that each campus use 
no more than one campus-wide fee and that each college use no more than one 
college-wide fee. 

The Committee sees no reason to change current policy. Its concern is to keep the fee 
structure as simple and transparent as possible (see discussion below on simplification). 
The fee may be used to substitute for a request for a higher differential tuition in a high 
demand college ifthe college wishes to use those funds to improve services for its 
majors. 

20 



Role of financial aid 

The University provided a total of $262 million in aid to 25,409 undergraduate students 
in FY2004. Of this amount, the largest amount was in form of loans (approximately 
$159.6 million) followed by grants ($60.9 million), scholarships ($30.9 million), and 
work study ($11.6 million). 

As has been noted above, tuition increases impact access and financial aid needs to be 
adjusted to tuition increases if access is to be maintained. On the whole the University 
does a good job with respect to the lowest income students. Lower-middle to middle
income students are the most negatively impacted by current practice and available 
resources. 

Institutional Need-based Grant Support for Undergraduate Students 

The Board views financial aid as a key to niaihtaifiing access and choice and have 
established an Access, Choice, and Quality Need-Based Grant Fund for this purpose. The 
fund was established to supplement federal and state need-based grant funds to 
undergraduate students in order to maintain access, choice, and quality. 

When the University created a need-based, institutional grant fund for undergraduate 
students in 1995 (the Partnership Grant Fund) and financed it with O&M funds, it was 
regarded by some as a temporary move until state and federal grant funds were better 
funded and by others as a fund that would eventually be entirely supported with private 
funds. The world has changed. Looking forward it will be increasingly necessary for the 
University to supplement state and federal grants for low-income students with 
institutional grants funded from tuition revenue. The University will not be able to 
preserve access for low-income students unless it does so. The University should 
consider linking the annual increases in the Partnership Grant fund to annual increases in 
tuition in ways that recognize what is happening at the state and federal levels. 

Pell grants 

Approximately 20% of University students receive Pell grants, which, in tum, are in part 
matched by the University grant fund. Note that a higher percentage of our students 
receive Pell grants at Crookston and Morris campuses. 

Pell Grant Awardees 
UMC UMD UMM UMTC All Campuses 

2000 399 1,474 5614,873 7,307 
2001 436 1,555 5704,864 7,425 
2002 421 1,657 5585,070 7,706 
2003 421 1,751 5715,607 8,350 
2004 392 1,762 5005,909 8,563 
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Degree Seeking Undergraduates 
UMC UMD UMM UMTC All Campuses 

2000 1,003 7,473 1,789 26,968 37,233 
2001 1,180 7,809 1,758 26,972 37,719 
2002 1,154 8,181 1,813 27,699 38,847 
2003 1,159 8,575 1,789 28,103 39,626 
2004 1,187 8,662 1,728 28,747 40,324 

Pell ~ercentage 
UMC UMD UMM UMTC All Campuses 

2000 39.8% 19.7% 31.4% 18.1% 19.6% 
2001 36.9% 19.9% 32.4% 18.0% 19.7% 
2002 36.5% 20.3% 30.8% 18.3% 19.8% 
2003 36.3% 20.4% 31.9% 20.0% 21.1% 
2004 33.0% 20.3% 28.9% 20.6% 21.2% 

-- -~----

Minnesota's state grant program 

One size does not fit all when it comes to financial aid. Different kinds of students have 
different needs (public/private, full-time/part-time, traditional/non-traditional). This is 
why most states, both big and small, have more than one need-based grant program. 

Minnesota's state grant program has not been significantly reconsidered since its last 
reformulation in 1983, and it is time for a change. Among other things, Minnesota needs 
a separate program just for students in private institutions, as is common practice in many 
states. 

Twenty-two states recognize that one program cannot serve many different kinds of 
students, and they offer multiple programs (e.g., different programs for students in public 
and private institutions, different programs for students in 2-year and 4-year institutions, 
and/or different programs for full-time and part-time students). 

Wisconsin is the example that Minnesota should follow. Wisconsin has three higher 
education sectors: the University of Wisconsin system, the public technical college 
system, and Wisconsin's private colleges. The Wisconsin legislature funds separate 
programs for students in each sector. Minnesota should follow Wisconsin's lead and have 
three separate programs: one for the University of Minnesota, one for MnSCU, and one 
for private institutions." 

Advantages 

• MnSCU, the University of Minnesota, and private institutions could decide how 
best to use financial aid dollars for their own students and presumably leverage 
the funds better against other resources. 
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• The University might be able to award aid dollars across a broader income 
spectrum and thereby alleviate the problems faced by lower middle income 
families. 

• There would be a much greater connection between tuition increases in public 
institutions and financial aid. Public institutions would bear more of the 
responsibility for ensuring access for low-income students. The entire system 
would be much easier for legislators to understand, since there would be a direct 
connection between proposed tuition increases and financial aid. 

• Funding for state financial aid would be greatly simplified, since MnSCU and the 
University of Minnesota would manage their own funds. 

• The state's support for students in private institutions (and indirectly for private 
institutions) would be an explicit choice by the legislature, since the legislature 
would publicly appropriate funds. for a Minnesota private college fund. 

• Institutions would have greater flexibility to provide different benefits to different 
low-income students in different institutions. 

Scholarships 

In the competition for able students in Fall 2003, the University of Minnesota was 
outpaced by other schools in the award of academic scholarships, both in the number of 
scholarships awarded and the size of those scholarships. And the difference in 
scholarship awards cost the University of Minnesota a number of outstanding students. 

Last summer, the Office of the Executive Vice President and Provost surveyed admitted 
Twin Cities campus 2003 freshman applicants via the Internet, asking students to rate 
their primary other school versus the U ofM on various characteristics. If students were 
attending the U, the rated school was their second choice, and if they were not attending 
the U, the school was the one they were attending. Responses were received from 3,175 
of 10,387 students with valid e-mail addresses, for a response rate of 30.6%. Ofthose 
responding 1,874 chose the U ofM (a yield rate of 59%), and 1,224 chose another school. 

Key scholarship findings are: 

Awarded a merit scholarship by the U ofM 
Awarded a merit scholarship by other school 

Average award from the U ofM 
Average award from other school 

Percent of scholarship recipients who received 
a UM scholarship > other scholarship 

21.5% 
27.2% 

$5,050 
$7,230 

38.9% 
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Percent of scholarship recipients who received 
another scholarship > UM scholarship 

Yield rate when UM scholarship > other scholarship 
Yield rate when other scholarship > UM scholarship 

82.7% 
33.7% 

61.1% 

More important, scholarships have a significant impact on graduation rates (see Table 
below). 

Four Year Graduation Rates of Fall1999 TC NHS Entrants Awarded and Not Awarded Central 
Scholarships by ACT Comp Score 

ACT 

Demand curves 

The research on the demand for higher education in this country over the last three 
decades has reached a number of commonly accepted conclusions, including: 

• As the price of higher education rises, individuals are likely to enroll, all other 
things being equal. 

• All other things being equal, as real incomes rise, more students will enroll in 
college. 

• Tuition price changes and financial aid changes have differing effects on students 
- a $100 increase in price is likely to have a greater impact on college enrollment 
behavior than is a $100 decrease in financial aid. 
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• Different types of financial aid have varying impacts on college enrollment 
behavior. In general, grants tend to have a stronger influence on college 
enrollment than do college loans or work study. 

• In general, African American, Hispanic, and low-income students tend to be more 
price sensitive (i.e., are less likely to enroll in college, or change the type of 
institution in which they enroll, in the face of tuition increases) than are white and 
middle- and upper-income students. 

Research shows also that college pricing and financial aid factors play only one part of 
the decision to enroll in college. Other factors include: the student's academic aptitude 
and achievement; course-taking patterns in high school and earlier grades; the role of 
parents, siblings, peers, and others in promoting college as a post-high school option; 
proximity of postsecondary education institutions; and economic conditions such as the 
status of the local economy and labor markets. 

Demand for undergraduate education at he University of Minnesota remains strong 
despite significant tuition rate increases. Practice at peer institutions suggest that 
increased tuition adjustments can be implemented, and particularly at the Twin Cities 
campus. Flexibility to adjust tuition is more limited at some of the campuses due to local 
economic conditions, student demand, and the pricing policies of competing regional 
institutions. 

According to the Chronicle of Higher Education, the number ofhigh school graduates 
will decline by 20 percent in North Dakota, 11 percent in South Dakota, 6 percent in 
Wisconsin, and 4 percent in Minnesota over the period 2002-03 to 2011-12. 

While of concern, these numbers should not materially affect the Duluth and Twin Cities 
campuses. The North Dakota numbers, however, are surely of concern to Crookston. 

Billing practices 

The University of Minnesota has among the most liberal billing practices with respect to 
when full payment of tuition is due in the Big Ten and nationally. The practice is a legacy 
of a campus that recruited very different students (part-time) and an era of very liberal 
management by Student Affairs. Data below are for the Big Ten. 

Indiana: 
Iowa: 
Michigan State: 
Northwestern: 
Penn State: 
Purdue: 

Ohio State: 

4 weeks before classes start 
3 weeks before classes start 
3 weeks before classes start 
3 weeks before classes start 
3 weeks before classes start 
1 0 days before classes start 

First day of class 
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Wisconsin: 
Illinois: 
Michigan: 
Minnesota: 

2 weeks after classes start 
2 weeks after classes strui 
4 weeks after classes start 
6 weeks after classes start 

The University has a three-payment installment plan. The last due date of the installment 
plan is after the beginning of registration for the next semester, so students who will 
ultimately not pay their final installment are not prevented from registering. 

The Committee recommends that the University incrementally move to require payment 
of tuition on the first day of class, and especially when the 13 credit minimal requirement 
is in place. 

Recommendations from the Office of Enrolled Student Services: 

• Prevent anyone from registering for the next semester until the bill for the current 
semester is paid in full. 

• Adopt a "pay before you go" policy. Virtually all private and many public 
institutions require full payment* of tuition prior to the start of classes. In order 
for the University of Minnesota to implement this policy, final approval of all 
tuition and fees at the June Regent's meeting is required. Initial fee setup 
information would need to be in OSF by April each year to allow for early 
calculation after a June approval. 

• Many institutions require payment in full prior to the start of classes, but they also 
employ various programs that allow students in some situations to attend without 
having made full payment. Some examples are use of external installment 
payment services, use of estimates of financial aid to reduce the required 
payments, or the use of promissory notes that students must sign, binding them to 
a set payment plan. 

• Move to a two- or three-part installment plan where full payment is due before or 
shortly after registration for the next semester begins. 

• Bill at the start of classes, rather than after the second week of the semester (the 
current practice based on student census), and establish earlier due dates. 

• Reduce the number of days until the bill is due. Currently bills are due 26 days 
after the bill date to allow for mailing on both ends. With ebill/epay, there is 
evidence that the number of days can be reduced. 

Uncollected Revenue 

Uncollected revenue includes tuition, fees including late fees and penalty fees, as well as 
department charges such as bookstore charges, U card charges, transportation, and other 
miscellaneous items charged through students' accounts. 

For financial reporting purposes, the University uses a bad debt allowance of $750,000 
based on a formula that uses overall charges, debts over one-year old, a cumulative write
off total for all Student Accounts Receivable, and debts from the current year. An amount 
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of $2,550,000 was also set aside "above the line" in reserve for the large increase in 
receivables over one-year old. 

Because of the initial difficulties in installing PeopleSoft, students were allowed to 
register with late receivables and incur additional debt to the University. These lenient 
practices have continued to the present. Also, the University stopped suing for 
nonpayment four years ago because of unfavorable legal rulings over the issue of what 
constituted a student's promise to pay for tuition, fees, and associated charges. The 
General Counsel's position on the ability of students to discharge tuition debt in 
bankruptcy has shifted, requiring a write off of balances that in the past had been pursued 
and collected after bankruptcy. Bankruptcy law has not changed much in this time, but 
interpretation of the law has changed. 

As a result, revenue recapture and garnishment are not currently being pursued. 

Recommendations for the Office of Enrolled Studem-.gervices: 

• Review legal options and our use of the court process to sue accounts. This will 
include garnishment and use of the revenue recapture process with the State of 
Minnesota. 

• Build better collection processes in and around Peoplesoft. Provide staff with 
better collection tools. 

• Do timelier filing with collection agencies and improve monitoring of their 
performance. 

• Do better address verification-both with e-mail and U.S. mail. 
• Expand the use of electronic payments through ebill/epay. 
• Begin accepting credit cards for delinquent bills of non-enrolled students. 
• Expand/clarify the language on the student Web registration entry. 
• To catch up on the backlog of past due accounts, attempt one time to contact 

accounts over two years old and then refer them out to collection agencies. 

Simplification of tuition and fees 

The current tuition and structure is extraordinarily complex. This has minimally two 
negative consequences. First, it is expensive to administer and savings could occur with 
some simplification. Second, it is also confusing to students and their parents and causes 
some level of dissatisfaction. A paper prepared by the Office of Enrolled Students 
elaborates on the complexity and consequences of the current tuition and fee structure 
and offers some solutions. We highlight some items here. The Committee would 
recommend that a separate study be undertaken on this matter. 

• De facto, and when viewed administratively, there are actually ten undergraduate 
tuition rates on the Twin Cities Campus-resident, non-resident, MSEP, 
Wisconsin Reciprocity, five guaranteed tuition plan rates, and a PSEO rate 

27 


