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Kentucky was making great progress toward the state’s student success goals in the first
decade of the 2000s. However, since onset of the Great Recession, Kentucky public
postsecondary institutions have sustained a decade of funding cuts, losing more than a
third of general fund support per student (nearly $3,300 per student). This equates to a loss
of $487 million after factoring in inflation and changes in enrollment.

Approximately 70 percent of the loss in state funding was covered by increased tuition and
fee revenue, with campus cost savings and efficiencies making up the remainder of lost
revenue. We believe that this loss of state support, along with rising pension costs, have
slowed our progress.



After the end of the Great Recession, most states across the nation began reinvesting in
higher education. As this chart shows, Kentucky is one of a handful of states that is
continuing to disinvest in higher education. Between 2018 and 2019, Kentucky was one of
only two states that cut higher education greater than 2%. Forty-five states increased
funding for postsecondary education in 2019.
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The primary component of our institutional operating funds request is performance
funding. We’re requesting $52.5 million in the first year and $75 million in the second year.

We've also included a request for $497,000 each year of the biennium for the KSU land
grant match.

Combined with new funding request, increases are 6.2% and 8.8% respectively over the
biennium.
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Every year, since President Thompson came to the Council in 2009, CPE has implemented
tuition and fee ceilings that cap the increases. This ended a decade-long trend of double-
digit, average annual tuition and fee increases.

After implementation of these ceilings, the Council and the institutions have maintained an
average annual growth rate for tuition and fees of about 4% per year. This past year, under
President Thompson, the average increase was 2.2%.

Despite the tuition ceilings, resident undergraduate tuition and fee charges have grown
55% since 2009. CPE members and staff are concerned that we may be reaching a tipping
point in terms of college affordability. The requested appropriations for performance
funding are necessary to minimize tuition growth.
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We are in the third year of implementation of the model, and we’re finding it is having a
positive impact on institutional behaviors and producing additional student success
outcomes.

Three years ago, postsecondary education system degree and credential production grew
by 1.7%, which is not sufficient to meet the 60x30 goal. But over the past 2 years, degree
and credential production has grown at average rate of 4% per year, which puts us back on
the needed trajectory.
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Gap-closing is a big priority for our system, and this is shared by the governor and
legislature. This chart is evidence that the model is incentivizing degree production to the
benefit of our minority students.
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The STEM+H bachelor’s degree production is another state priority because graduates from
these fields earn higher than average salaries than students from other areas.

Since 2014, three-fourths of the additional bachelor’s degrees produced by the public
universities have been in STEM+H fields.
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We are not requesting any additional funding for new space or technology projects. This
isn’t to say that there aren’t new projects needed, but the need to invest in existing
facilities is so great that the Council has prioritized asset preservation in its request.

17



s m———

LU WITTTTTICTTUD TUTTUVIT TS VUV JUNNMVILLCU VY U oL v

Y A e e

B e R

In previous biennia, CPE budget recommendations for asset preservation have included a
dollar for dollar match by the institutions. However, after a decade of state funding cuts
and mandated pension cost increases, the Council is recommending only a 50-cents on the

dollar match.
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Over the past 11 biennia, the emphasis has been on new construction over renovation and
renewal of existing facilities. The ratio has been about $3.4 to S1 of new construction to
asset preservation. You can see that the level of investment has dropped off since the
onset of the Great Recession and the Kentucky pension crisis.
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In 2006, Kentucky hired a consulting firm to do a statewide assessment of postsecondary
education facilities. Called the VFA Study, it projected over $5 billion in needs for asset
preservation during the 2011 timeframe. Updated in 2013, it found that had escalated to a
$6.3 billion need.

As can be seen in the table, the projections now show the need to be over $7 billion.
Over the past six biennia, the General Assembly has appropriated a total of $262 million to

address the over $7 billion need. The Council is concerned that if investment doesn’t occur
soon - in the face of rising construction costs - the problem is only going to get larger.
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