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The Postsecondary Education Planning Commission, initially created by executive order in 1980, given statutory
authority in 1981 (SS 240.145 and 240.147, Florida Statutes), and reauthorized by the 1991 Legislature, serves as a
citizen board to coordinate the efforts of postsecondary institutions and provide independent policy analyses and
recommendations to the State Board of Education and the Legislature. The Commission is composed of 11 members
of the general public and one full-time student registered at a postsecondary education institution in Florida. Members
are appointed by the Governor with the approval of three members of the State Board of Education and subject to
confirmation by the Senate.

The major responsibility of the Commission is preparing and updating every five years a master plan for postsecondary
education. The enabling legislation provides that the Plan "shall include consideration of the promotion of quality,
fundamental educational goals, programmatic access, needs for remedial education, regional and state economic
development, international education programs, demographic patterns, student demand for programs, needs of
particular subgroups of the population, implementation of innovative educational techniques and technology, and the
requirements of the labor market. The capacity of existing programs, in both public and independent institutions, to
respond to identified needs shall be evaluated and a plan shall be developed to respond efficiently to unmet needs."

Other responsibilities include recommending to the State Board of Education program contracts with independent
institutions; advising the State Board regarding the need for and location of new programs, branch campuses and
centers of public postsecondary education institutions; periodically reviewing the accountability processes and reports
of the public and independent postsecondary sectors; reviewing public postsecondary education budget requests for
compliance with the State Master Plan; and periodically conducting special studies, analyses, and evaluations related
to specific postsecondary education issues and programs.

Further information about the Commission, its publications, meetings and other activities may be obtained from the
Commission office, 224 Collins Building, Department of Education, Tallahassee, Florida, 32399-0400; telephone
(904) 488-7894; FAX (904) 922-5388.
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The provision of adequate and equitable student financial assistance remains EXECUTIVE
a critical factor in assuring access to postsecondary education. During the SUMMARY
1996 legislative session, significant discussion occurred on student financial

aid. Issues raised included the growing imbalance between merit-based and

need-based aid and efforts to streamline the administration of existing state

aid programs. Legislation was introduced that would have implemented a

number of Commission recommendations from its 1996 report, State Student

Financial Aid, as well as the recommendations of a task force of student

financial aid professionals representing all postsecondary sectors. This

legislation, which did not become law, would have created a new Economically

Disadvantaged Student Assistance Grant and decentralized administration of

all the state need-based grants. The Legislature authorized, but did not fund,

a Postsecondary Tuition Program that is to be supported by lottery dollars in

the future, similar to Georgia’s HOPE Scholarship. The Legislature did

appropriate $5 million from the Employment Security Administration Trust

Fund (Job Training Partnership Act) for establishment of a scholarship program

and financial aid to enhance placement of dislocated and disadvantaged workers

into college and increase their job placement in the private sector. The

Legislature also directed the Commission to carry out further analysis of state

financial assistance and tuition policy.

In conducting this current study, the Commission focused on the following
major issues:

® Given the uncertain funding picture at the federal and state level as well as
the shifting balance between grants and loans and need-based and merit
aid, is Florida’s current low tuition/low aid policy the appropriate approach?
If not, what action is needed to provide sufficient support for need-based
aid while maintaining recognition of merit?

* What is the appropriate level of funding and phase-in schedule for the
newly authorized Postsecondary Tuition Program? How should the
program be coordinated with existing merit programs? Should financial
need be considered in the eligibility criteria?

® If administration of the need-based student assistance grant program is to
be decentralized, what provisions are necessary to assure equitable
distribution of available funds among participating institutions; e.g., how
should changes in enrollment, qualified applicants, and institutional costs
be taken into account?

Other issues addressed included the potential for privatization of state level
student financial assistance and the implementation of the Limited Access
Competitive Grant Program established by the 1995 Legislature.
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The report provides an overview of existing Federal, State, and institutional
student financial assistance as well as the following specific recommendations:

Recommendations:

1.  Each sector should continue to provide for reasonable increases in
tuition based on an agreed upon target (national average, percentage
of cost) that will reflect the value received by the participants. The
current statutory limitations (s. 240.209(3)(e)1., F.S.) tying tuition to
25 percent of prior years’ expenditures and restricting annual increases
to 10 percent should be eliminated. The percentage of state revenue
dedicated to postsecondary education must not be further reduced or
replaced by any revenue resulting from increased tuition.

2. Community colleges should continue to set tuition within a range
specified by the Legislature. State universities should be allowed to
establish tuition levels in accordance with their individual missions
and student populations, subject to approval by the Board of Regents.

3. Required local fees should be recognized in the Florida Prepaid Tuition
Program as well as in the calculation of need for state student
assistance. At the same time, the sector boards should act to restrict
increases in both the level and number of local fees to keep them in
proportion to tuition.

4.  The sector boards should collaborate with individual institutions in
identifying the source and amount of additional student financial
assistance to be provided to offset any adverse impact from tuition
increases on access for low-income students. An amount equal to at
least 25 percent of any increased tuition revenue should be dedicated to
need-based aid.

5.  The Legislature should increase support for the Florida Student
Assistance Grant and other need-based aid so that state funding for
student financial aid is again in conformity with the provision of s.
240.437(2), F.S., which specifies that state financial aid shall be
distributed primarily on the basis of need. As a first step, sufficient
funds should be appropriated to permit maximum FSAG awards to cover
tuition and fees in the public sector for all qualified students in both
public and independent institutions for at least their first two years of
eligibility. State assistance for the remaining years of study should be
in the form of reduced grants or loans that could be forgiven if the student
attains the degree within a specified period.
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iii

The Office of Student Financial Assistance should proceed with
assigning administration of the special interest aid programs it oversees
to recognized, established entities such as the Seminole/Miccosukee
Tribal Councils while maintaining sufficient standards and procedures
to assure that funds are spent in accordance with program objectives.

The Department should continue with plans to implement the
Postsecondary Tuition Scholarship. A single application for this
program and the Undergraduate Scholars and Vocational Gold Seal
Programs should be a first step in the eventual consolidation of these
three initiatives. To avoid further imbalance between need and merit-
based state aid, the Florida Student Assistance Grant Program should
not be included in this consolidation and should remain the State’s major
commitment to assuring access for students with significant financial
need. The new program should include independent as well as public
institutions, a “‘second chance” provision, and a graduated award schedule
based on students’ grade point average and successful completion of
specified high school coursework or other demonstration of such
competencies. Any Lottery funds shifted from general operations to
cover the new scholarship should be replaced with general revenue or
other ongoing source of support.

Decentralization of the Florida Student Assistance Grant Programs
should not be initiated until a timeline and cost estimate for
development of the proposed student aid functions of the automated
statewide student services system are available. At that point, a
determination should be made by the Office of Student Financial
Assistance and the financial aid community on which approach to pursue.
If decentralization is chosen, the procedures contained in this report
(Appendix C) should be followed.

The Office of Student Financial Assistance should proceed with
implementation of the action steps outlined in the KPMG Performance
Improvement Study for one year. At that time (November 1997), an
assessment should be conducted by the Office of Student Financial
Assistance of progress made and a determination of what, if any, further
modifications are necessary. Customer feedback should be regularly
collected during this year from students, aid administrators, and lenders
and progress monitored by the Council of Student Financial Aid
Adpvisors, the Postsecondary Education Planning Commission, and other
interested parties.
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10.

11.

12.

13.

No further privatization of the responsibilities of the Office of Student
Financial Assistance should occur until the results of the KPMG
recommended procedures for monitoring the current contract for
assistance with the Federal Family Education Loan Programs can be
assessed.

As the Office of Student Financial Assistance proceeds with
implementation of its internal improvement plan, it should assess the
status of its loan guaranty function and identify what changes, if any,
are necessary to improve its competitive position in this field.

initiatives designed to encourage private sector involvement in
providing financial and other support for at-risk students to pursue
postsecondary education opportunities.

The requirement that limited access competitive grant program
applicants be denied admission to a designated state university program
should be eliminated. Funds available for this grant program should be
used to enable qualified public community college and state university
students to enroll in independent institution programs leading to
employment in high priority fields as identified annually by the
Postsecondary Education Planning Commission. Awards should be
equal to 50 percent of the state cost of an undergraduate student and
should be payable for up to five semesters. Recipients should also meet
all applicable general aid eligibility requirements specified in s. 240.404,
F.S. Information on this program as well as other initiatives to promote
student access should be included in the statewide student advising
system now being developed.
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Proviso language in the 1996 General Appropriations Act contained the fol- INTRODUCTION
lowing directives:

From the funds in Specific Appropriation 188, the Department Legislative Charge
of Education and the Postsecondary Education Planning Com-
mission shall conduct a study of financial assistance/tuition
programs, evaluating the availability, need, and effectiveness
of merit-based and needs-based financial assistance programs.
The Department and the Commission shall also develop a plan
to implement a merit-based scholarship program in 1997-98
funded through lottery revenues and shall make recommenda-
tions to the Legislature no later than January 1, 1997 for elimi-
nation, retention and coordination of existing financial assis-
tance programs and a plan for administration of the new lot-
tery scholarship program.

To promote the most efficient and timely distribution of state
need-based financial assistance, the Postsecondary Education
Planning Commission in consultation with the Office of Stu-
dent Financial Assistance and the Council of Student Finan-
cial Aid Advisors shall recommend an allocation procedure
and formula for all institutions participating in the state stu-
dent assistance grant programs. The recommended procedure
and formula shall be submitted to the Legislature and the State
Board of Education by January 1, 1997.

Because of the closely related nature of these two assignments, they have
been addressed as one study.
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BACKGROUND

Adequate and equitable
student financial
assistance remains a
critical factor in
assuring access.

The provision of adequate and equitable student financial assistance remains
a critical factor in assuring access to postsecondary education. In its 1983
Supplement to the Master Plan for Florida Postsecondary Education, the
Commission made recommendations that were subsequently adopted in stat-
ute and remain in force today. Over the years, the Commission has examined
various aspects of financial aid including need and merit-based aid, program
administration, student indebtedness, and tuition policy. In How Floridians
Pay for College (1994), the Commission examined the family characteristics
of undergraduate students, including their education and income levels and
the mix of resources used to finance their education.

Most recently, the Commission completed State Student Financial Aid (1996),
an analysis of current aid programs supported by Florida. Issues addressed
included unexpended financial aid resources, program consolidation, budget
request and aid distribution procedures, need and merit eligibility criteria and
a potential new lottery funded scholarship.

During the 1996 legislative session, significant discussion occurred on stu-
dent financial aid. Issues raised included the growing imbalance between
merit-based and need-based aid and efforts to streamline the administration of
existing state aid programs. Legislation was introduced that would have imple-
mented a number of Commission recommendations from its 1996 report, State
Student Financial Aid, as well as the recommendations of a task force of
student financial aid professionals representing all postsecondary sectors. This
legislation, which did not become law, would have created a new Economi-
cally Disadvantaged Student Assistance Grant and decentralized administra-
tion of all the state need-based grants. The Legislature authorized, but did not
fund, a Postsecondary Tuition Program that is to be supported by lottery dol-
lars in the future, similar to Georgia’s HOPE Scholarship. The Legislature
did appropriate $5 million from the Employment Security Administration Trust
Fund (Job Training Partnership Act) for establishment of a scholarship pro-
gram and financial aid to enhance placement of dislocated and disadvantaged
workers into college and increase their job placement in the private sector.

In conducting this current study, the Commission focused on the following
major issues:

® Given the uncertain funding picture at the federal and state level as well as
the shifting balance between grants and loans and need-based and merit
aid, is Florida’s current low tuition/low aid policy the appropriate approach?
If not, what action is needed to provide sufficient support for need-based
aid while maintaining recognition of merit?
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* What is the appropriate level of funding and phase-in schedule for the
newly authorized Postsecondary Tuition Program? How should the pro-
gram be coordinated with existing merit programs? Should financial need
be considered in the eligibility criteria?

® Ifadministration of the need-based student assistance grant program is to
be decentralized, what provisions are necessary to assure equitable distri-
bution of available funds among participating institutions; e.g., how should
changes in enrollment, qualified applicants, and institutional costs be taken
into account?

Other issues addressed included the potential for privatization of state level
student financial assistance and the implementation of the Limited Access
Competitive Grant Program established by the 1995 Legislature.

The report provides an overview of existing Federal, State, and institutional
student financial assistance as well as the following specific recommenda-
tions:

The Commission Chairman assigned this study to the Finance/Administra-
tion Committee, Chaired by Ms. Sally Gillespie and including Commission
members Dr. Richard Alterman, Dr. Bob Bryan, Mr. James Kirk, Mr. Ron
LaFace, and Dr. Maria Shelton. Mr. Mark Wheeler and Mr. Earl Olden also
participated in the Committee’s work prior to completion of their terms of
service. Beginning in May 1996, the Committee held seven meetings at which
the study was discussed and testimony provided by agency and institutional
representatives including members of the Florida Council of Student Finan-
cial aid Advisors. Commission staff are participating on the Commission’s
State Student Financial Aid Task Force Steering Committee and have also
met with the Board of Regents’ Tuition, Fees and Financial Aid Task Force.
At the Fall conference of the Florida Association of Student Financial Aid
Administrators, Commission staff discussed issues and policy options identi-
fied during the study with representatives of all postsecondary sectors. The
following sections discuss existing student aid programs available at the fed-
eral, state, and institutional level and issues and recommendations identified
by the Commission.
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CURRENT
STUDENT AID
PROGRAMS

The Federal
government remains

the primary source of
all student assistance.

Any discussion of student aid policy can quickly become mired in statistics
on the various types and sources of aid available. However, an overview of
the major programs available at the federal, state, and institutional level is
necessary when considering policy changes in this area. While its share of
overall aid provided has been declining, the federal government remains the
primary source of all student assistance. Federal loans represent 54.3 percent
of all student aid (Figure 1).

FIGURE 1

ESTIMATED STUDENT AID BY SOURCE FOR ACADEMIC
YEAR 1995-96 (CURRENT DOLLARS IN MILLIONS)

Institutional and Other Grants
($9,962)
20%

Federal Pell Grants
($5,407)
11%

State Grant Programs

(83,021) Federal Campus-Based
6% (52,149)
Other Federal Programs ; 4%
' (82,426)
5%
Federal Loans
($27,384)
54%
Total Aid Awarded
($50,349)

Federal Programs

Source: Trends in Student Aid: 1986-1996, The College Board, September 1996

Currently, grants, scholarships, work-study, and loan programs are supported
at the federal level. Grants are a declining share of the mix while loans are
growing.

Grant Programs. Two major programs provide almost all federal grants to
financially-needy students. Pell grants are the largest source of federal stu-
dent assistance with funding at $5.9 billion in FY97 (Table 1). Students apply
directly to the federal government for awards. Federal regulations and fund-
ing levels determine how many students may receive awards and the size of
the award.
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Students attending Florida colleges received $269.2 million in Pell grants in
1995-96. In 1994-95, nationally about 26 percent of all students attending
postsecondary institutions received Pell grants. Florida was just below the
national average at 25.3 percent that year. Florida exports slightly more resi-
dents with Pell grants to postsecondary institutions in other states than it at-
tracts from other states (Table 2). Postsecondary Education Opportunity
(October 1995), the source of this information, also ranked Florida 43rd on a
composite of state measures of educational outreach to low income students.

The second major federal program is the Supplemental Educational Opportu-
nity Grant (SEOG). This program, work study, and Perkins loans are the core
of the “campus-based” federal programs. Federal funds are distributed to
individual colleges and the colleges decide how to award the funds as they
combine various programs into individual student financial aid packages.
Eligibility is limited to students with exceptional financial need, with priority
given to Pell grant recipients. Nationwide, the SEOG program is funded at
$583 million in 1996-97. Approximately 37,250 students attending Florida
institutions will receive $20.4 million in SEOG grants in 1996-97.

Recent federal budget actions have limited the funds available for Pell awards
while increasing the size of the maximum award (from $2,340 to $2,470).
However, the U.S. Department of Education will use funds unexpended from
last year to meet 1996-97 obligations. While the appropriation for 1997-98
has been increased to $5.9 billion, this is still lower than the FY 95 funding
level.

Loan Programs. Federal loans to students and parents provided the majority
of debt resources used for education. The Perkins Loan Program is adminis-
tered by individual colleges from loan repayments and federal capital replen-
ishment appropriations. The Stafford (formerly the Guaranteed Student Loan)
and PLUS loan programs provide low cost loans made by financial institu-
tions or directly by the federal government to students and parents. In the
1992 reauthorization of the Higher Education Act, changes were made that
dramatically increased both the number of borrowers and the size of loans.
Higher loan limits were set for student loans and limits for parent loans were
removed. The Stafford Loan Program was renamed the Federal Family Edu-
cation Loan. Table 3 displays Federal Family Education Loan volume in
Florida. After declining in the late 1980s, loan volume has grown from $279
million to $553.5 million between 1991-92 and 1995-96. This growth would
be even more dramatic if direct lending and loans guaranteed by agencies
other than the Florida Department of Education were included.

Florida ranks 43rd in
outreach to low
income students.

Loan volume in Florida
has grown from $279
million to $553.5
million between
1991-92 and 1995-96.
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State Programs

The maximum FSAG
award this year is

actually lower than in
1972.

93 percent of the
Vocational Gold Seal
awardees enrolled in a
state university or
community college.

Work Study. The federal College Work Study (CWS) program is a campus-
based program that allows students to earn money to help pay educational
expenses. Students are employees, and a portion of the wages are paid from
federal funds. Students must qualify as financially needy to participate in the
program. This program is currently funded at $616.5 million nationally, and
20,317 students in Florida colleges will receive payments of $17.8 million
during 1996-97 as work-study employees. Nationwide, funds appropriated
for CWS will increase over 34 percent to $830 million in FY 97.

Florida provides a broad spectrum of programs for a number of purposes (Table
4).

Need-Based. The Florida Student Assistance Grant Programs (Public - com-
munity colleges and universities, Private - regionally-accredited independents,
Postsecondary - other independents) provide $36 million of the $36.9 avail-
able in state aid based on financial need. Initially created in 1972, the maxi-
mum award this year for both the public and independent colleges and univer-
sities ($972 and $1,098 respectively) is actually lower than the original 1972
maximum of $1,200 without controlling for inflation. Last year, there were
136,782 applicants for state need-based aid and 41,031 recipients of whom 48
percent were minority and 74 percent came from families with family incomes
less than $20,000.

Merit-Based. The Undergraduate Scholars and Vocational Gold Seal En-
dorsement Scholarship are the two major merit programs currently funded at
almost $46 million for 1996-97. Eligibility is determined by one of the fol-
lowing: test scores, grade point average, completion of a specified curricu-
lum or series of courses.

Of those Undergraduate Scholars awardees who qualify with less than a 3.5
GPA, 50 percent renew for the second year. The Vocational Gold Seal Pro-
gram was created to enable promising students to enroll in postsecondary vo-
cational or technical programs. In 1995-96, 93 percent of the awardees en-
rolled in a state university or community college (43 and 50 percent respec-
tively) and only one percent of the recipients attended public vocational tech-
nical centers or private vocational schools. Of all Gold Seal recipients, ap-
proximately 45 percent renew their award after the initial year.

Work Study. The Florida Work Experience Program (FWEP) is a need-based
program designed to further students’ educational and career goals. Employ-
ers other than public schools are required to pay 30 percent of the students’
wages. For the past four years, the appropriation for this program has re-
mained at $599,243, although eligible institutions have requested significantly
more ($967,000 in 1995-96). In 1995-96, 275 students were employed through
FWEP. Of these, two-thirds were minorities and 73 percent were female. Of
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the total funds available, 74 percent were used by the community colleges and
15 percent by state universities.

Other Aid. The State provides an additional $24 million in programs to ad-
dress critical teacher shortages and designated groups ranging from children
of deceased and disabled veterans, to Latin American Caribbean Basin schol-
ars. The smallest twelve programs account for less than 165 students and
approximately $500,000 in funds annually (Table 5).

Institutional financial aid programs are becoming more important as institu-
tions, both public and private, attempt to offset reductions in federal grant
programs and cost increases. Institutional grants include funds from private
sources and endowment earnings, as well as tuition waivers. Tuition waivers
are a long-standing practice in private institutions and are available on a lim-
ited basis at public institutions.

Both state universities and community colleges in Florida are authorized to
collect up to an additional five percent of tuition for a student financial aid
fee. In 1995-96, this amounted to almost $10.4 million for the community
colleges (Table 6) and $15.3 million for the SUS in 1995-96 (Table 7). The
community colleges used 32.6 percent of these funds for need-based aid, 29.4
percent for merit, and almost 25 percent for athletics. The state universities
are directed by statute to use at least 50 percent for need. (A similar require-
ment for community colleges has been amended in recent years to allow the
above distribution.) In addition to this fee, the universities receive approxi-
mately $18.1 million annually in general revenue for student aid of which at
least 71 percent must be distributed based on need.

Fee waivers are another form of student assistance administered at the institu-
tional level. In 1994-95, these totaled $44.1 million in the State University
System. However, virtually all of these waivers are given to out-of-state and
graduate students. Each community college is authorized to waive fees for up
to 40 full-time equivalent students in addition to other waivers authorized in
law.

Institutional Aid
Programs
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8
ISSUES AND
RECOMMENDATIONS
Tuition/Student
Aid Policy

Florida continues to
rank well below the
national average in

public resident tuition
charges.

In January 1996, the Commission adopted its report State Student Financial
Aid. Many of the issues and recommendations identified remain relevant and
the executive summary of that report is included for reference (Appendix A).
The following discussion focuses on the specific issues outlined in the 1996
legislative proviso as well as several additional matters identified during the
course of the current study. In some cases, previous recommendations are
restated or refined as appropriate to respond to current conditions.

Florida continues to rank well below the national average in public resident
tuition charges (49th - universities; 36th - community colleges, see Table 8).
Florida institutions are increasingly listed in national magazines as “best buys.”
At a joint meeting in December 1995, the Board of Regents, State Board of
Community Colleges, and the Postsecondary Education Planning Commis-
sion endorsed a recommendation that the Legislature allow state universities
and community colleges to raise tuition to at least the national average while
providing adequate student financial assistance to assure continued access.
Because the national average is a moving target and because state universities
are so far below (over $1,400 last year), it would take increases averaging
about 12 percent each year for 10 years for the universities to reach the na-
tional average, assuming it grows at a rate of 4 percent annually (Table 9).

Last year, the Business Higher Education Partnership endorsed the goal of
student fees covering 50 percent of the cost of instruction in universities and
33 percent in community colleges. Not coincidentally, the resultant figures of
$3,500 and $1,300 respectively compare closely to the national averages for
these sectors. Regardless of how and when it occurs, it is clear that there will
continue to be increased pressure to price postsecondary education at levels
reflective of the benefits received by the participants. The danger of any in-
creased student fee revenue being used to offset declines in state support is
real. The Legislature can stand by its commitment to postsecondary educa-
tion by avoiding further declines in the percentage of state support provided
for this purpose. Another factor to be considered is that while tuition has
grown in recent years, local fees for athletics and other activities and services
are an increasing share of overall costs. In 1985-86, average local fees were
26.7 percent of matriculation fees. This year, these fees equaled 35.1 percent
of matriculation (Figure 2). Currently, a Board of Regents task force is con-
sidering authorization of additional local fees for technology and recreation.
These local fees, while required, are not covered by such programs as the
prepaid tuition plan. Although the administrators of the prepaid program clearly
state this omission, its impact may not be fully appreciated by students and
parents until the bills start arriving. Finally, any consideration of tuition in-
creases must take into account the potential impact of these costs on student
access. The Commission’s simulation model estimates that an amount equiva-
lent to 17 to 20 percent of any increase in tuition should be provided in need-
based aid to offset any adverse impact on low income students. A target of 25
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percent would provide a reasonable safety margin. This can be provided di-
rectly from the increased tuition revenue or through a separate appropriation
by the Legislature.

FIGURE 2

LOCAL FEES AS A PERCENTAGE OF
STATE UNIVERSITY MATRICULATION FEES
1985-86, 1996-97

1985-86 1996-97

45 $40.75
40 +
35 Local fees for
30 - athletics and other
25 | $21.01 DLoca.I Fee.s activities and
20 L $1433 B M atriculation services are an
15 + increasing share of
10 —+ $5.61 35.1% overall costs.

5 1 . 0

26.7%
0

Source: Board of Regents.
Recommendations:

1.  Each sector should continue to provide for reasonable increases in
tuition based on an agreed upon target (national average, percentage
of cost) that will reflect the value received by the participants. The
current statutory limitations (s. 240.209(3)(e)1., F.S.) tying tuition to
25 percent of prior years’ expenditures and restricting annual increases
to 10 percent should be eliminated. The percentage of state revenue
dedicated to postsecondary education must not be further reduced or
replaced by any revenue resulting from increased tuition.

2. Community colleges should continue to set tuition within a range speci-
fied by the Legislature. State universities should be allowed to estab-
lish tuition levels in accordance with their individual missions and
student populations, subject to approval by the Board of Regents.
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Last year, students
enrolled in Florida's
public colleges and
universities received
over $771.3 million
in financial
assistance...over 55
percent in loans.

Florida's individual
need-based awards
are low in comparison
to other states.

3. Required local fees should be recognized in the Florida Prepaid Tu-
ition Program as well as in the calculation of need for state student
assistance. At the same time, the sector boards should act to restrict
increases in both the level and number of local fees to keep them in
proportion to tuition.

4.  The sector boards should collaborate with individual institutions in
identifying the source and amount of additional student financial as-
sistance to be provided to offset any adverse impact from tuition in-
creases on access for low-income students. An amount equal to at
least 25 percent of any increased tuition revenue should be dedicated to
need-based aid.

Where does Florida stand in the provision of need-based financial aid? Ac-
cording to the latest (February 1996) edition of the Annual Survey of the Na-
tional Association of State Scholarship and Grant Programs (NASSGP), Florida
ranked 30th in need-based aid to undergraduates (Table 10). In addition, the
value of individual student awards is low in relation to a sample of states
frequently used for comparisons (Figure 3).

Last year, students enrolled in Florida’s public colleges and universities re-
ceived over $771.3 million in financial assistance from all sources (Table 11).
Over 55 percent was in the form of loans. Nationally, federal loans repre-
sented 54 percent of aid from all sources in 1995-96. In terms of student
dependence on loans, Florida’s public postsecondary institutions are slightly
above average.

FIGURE 3

MAXIMUM AWARD AVAILABLE TO STUDENTS IN
PUBLIC AND PRIVATE INSTITUTIONS
UNDER STATE'S PRIMARY NEED-BASED GRANT PROGRAM,
1995-96

|l:lPublic M Private ‘

$6,000

$5,000 |

$4,000 |

$3,000 |

$2,000 -+

$1,000 |

$0

NJ CA NY X IL OH PA FL

Note: Maximum actual awards, not statutory maximums.
Source: Commission telephone survey of state grant agencies, March 1996.
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The Department of Education’s 1997-98 budget request includes $68.5 mil-
lion for the State’s two major merit programs and $54.3 million for the three
major need-based programs. While some merit awardees are also eligible for
need-based aid, their participation is limited. In 1993-94, 11 percent of the
Undergraduate Scholars and 14 percent of the Vocational Gold Seal awardees
received a Florida Student Assistance Grant. Since 1991-92, the proportion
of state aid based on merit has exceeded the amount provided for need-based
aid. This emphasis on merit aid conflicts with current statutory policy calling
for state aid to be primarily need-based (s. 240.437(2), F.S.).

What is the extent of need for state assistance? Less than a third of the FSAG
applicants last year actually were funded. Students seeking an FSAG award
must also apply for a federal Pell grant. In 1995-96, virtually all FSAG recipi-
ents also received a Pell award. However, an additional 100,000 students
enrolled in Florida’s community colleges, state universities and independent
colleges and universities received Pell grants without an FSAG award (Table
12). While a number of these students who qualified were part-time or from
out-of-state, it is fair to assume that if FSAG eligibility cut-offs were raised,
many more Floridians would qualify and access to postsecondary education
would be enhanced.

A recent report by the General Accounting Office, Restructuring Student
Aid Could Reduce Low-Income Student Dropout Rate (March 1995), indi-
cates that grant aid has a significant impact on reducing dropouts, particularly
in the first year of college enrollment. An additional $1,000 grant reduced the
drop out probability by 23 percent for low income students (family income
below $21,000). In comparison, loans did not have a statistically significant
effect for this group. We have already seen that Florida’s individual grant
award levels are low in comparison to other states. A variation on this ap-
proach would be to provide grant aid for the first two years of study and re-
duced grants or loans for the two remaining years of undergraduate study. If
the loan option is used, these could be forgiven if the student attained the
degree within a specified period.

Recommendation:

5.  The Legislature should increase support for the Florida Student As-
sistance Grant and other need-based aid so that state funding for stu-
dent financial aid is again in conformity with the provision of s.
240.437(2), F.S., which specifies that state financial aid shall be dis-
tributed primarily on the basis of need. As a first step, sufficient funds
should be appropriated to permit maximum FSAG awards to cover tu-
ition and fees in the public sector for all qualified students in both pub-
lic and independent institutions for at least their first two years of eligi-
bility. State assistance for the remaining years of study should be in the

100,000 students
enrolled in Florida's
community colleges,
state universities, and
independent colleges
and universities
received Pell grants
without an FSAG
award,

Nationally, an addi-
tional $1,000 grant
reduced the drop out
probability by 23 per-
cent for low income
students.
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Candidates for
consolidation are the
state merit programs

which award more
than $45 million
to 22,100 students
annually.

Postsecondary
Tuition Program
(Lottery Scholarship)

form of reduced grants or loans that could be forgiven if the student
attains the degree within a specified period.

The issue of aid program consolidation continues to be raised at both the fed-
eral and state levels. Ideally, there would be one grant, one scholarship, and
one work program. Florida has made some progress in this area, however,
additional programs continue to be authorized by the Legislature.

The Commission reviewed the programs currently administered by the Office
of Student Financial Assistance. The twelve smallest programs serve special
populations ranging from Seminole/Miccosukee Indians to Nicaraguan/Hai-
tian scholars and in total involve approximately 165 students and less than
$500,000 annually (Table 5). The benefits of consolidation, given the wide
range of participants, are not apparent. However, each of these programs has
an application process and accompanying administrative and fiscal account-
ing requirements. OSFA has begun to decentralize administration of these
small programs where an established entity can assume responsibility.

Immediate candidates for consolidation are the two existing state merit pro-
grams - Undergraduate Scholars and Vocational Gold Seal - which together
award more than $45 million to approximately 22,100 students annually.
Consolidation of these programs will be discussed further in the next section
related to the new Postsecondary Tuition Scholarship.

Recommendation:

6. The Office of Student Financial Assistance should proceed with as-
signing administration of the special interest aid programs it oversees
to recognized, established entities such as the Seminole/Miccosukee
Tribal Councils while maintaining sufficient standards and proce-
dures to assure that funds are spent in accordance with program ob-
Jjectives.

The 1996 Legislature enacted the Florida Postsecondary Tuition Program
(FPTP) in Chapter 96-341, Laws of Florida. It is patterned after Georgia’s
HOPE Scholarship Program. The HOPE Scholarship was created concur-
rently with Georgia’s lottery in 1993 and was one of three uses specified for
the lottery proceeds earmarked for education. The other two targeted areas
were pre-K education and technology for K-12 education. The HOPE pro-
gram provides support for Georgia residents to attend public and independent
postsecondary institutions. Eligibility criteria initially required a 3.0 high
school grade point average in the college preparatory track, or 3.2 in any other
curriculum track, and family income of less than $100,000 for the previous
year. This income criteria was deleted in 1995. There was concern expressed
during the initial year that the program would encourage grade inflation. Ac-
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cording to the office administering the program, this has not been documented.
The program provides a full tuition and fee scholarship and a book allowance
for students choosing public institutions. Students enrolling in independent
institutions with a 3.0 GPA now receive annual grants of $3,000 (originally
$1,500) which may be combined with a $1,000 Tuition Equalization Grant
(similar to our Florida Resident Access Grant). HOPE scholarships are also
available for students with less than a B average to attend Georgia public
technical institutions as well as for GED recipients. The program is coordi-
nated with federal financial aid. Tuition and fee support is provided only to
the extent that it is not covered by a Pell Grant. Approximately 30 percent of
Georgia’s high school graduates qualify for the program. As with Florida’s
merit programs, attrition is high - approximately 50 percent of the first year
HOPE recipients fail to renew. Such students are now allowed to have a
second chance to meet the 3.0 GPA renewal criteria. In addition, anyone with
a 3.0 GPA after two years of college may receive tuition for the last two years.

HOPE will pay for up to 190 quarter hours of postsecondary study (equivalent
to approximately 128 semester hours) including remedial work. The 1995-96
budget for the program was $128.9 million.

Florida’s program, which has not yet been funded, is designed to reward out-
standing high school students who enroll in degree, diploma or certificate
programs at any Florida public university, community college or technical
institute. Independent institutions are excluded at this time. General eligibil-
ity criteria include Florida residency, a college preparatory curriculum with a
GPA of 3.0 or higher and a minimum test score on the ACT or SAT exam to
be specified by the Department of Education. The maximum award shall
include tuition, fees, and a book allowance of up to $300. Students witha 3.5
GPA may receive a higher award as determined by the Department of Educa-
tion. Part-time students enrolled for at least 6 hours may receive a prorated
award.

A State Student Financial Assistance Task Force has been created by the Com-
missioner of Education to address Florida’s new lottery-funded scholarship
and other student aid issues. A steering committee of the Task Force met
October 14-15 and outlined a proposed approach that would merge all exist-
ing state student aid and distribute awards based on student grade point aver-
ages and completion of a specified high school curriculum. A Development
Committee including institutional aid directors, school district leaders, and
others has been appointed to further refine this proposal. The proposal has a
number of commendable attributes including its simplicity, its second chance
provision that allows a disqualified student to requalify, and its potential for
consolidation with such existing programs as Undergraduate Scholars and
Vocational Gold Seal. However, the Commission has historically recom-
mended directing more aid to those students with the greatest financial need.

Florida's program is
designed to reward
outstanding high
school students who
enroll in degree,
diploma or

certificate programs at
any Florida public
postsecondary
institution.

The Commission has
consistently
recommended
directing more aid to
those students with the
greatest financial
need.
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the State Student
Assistance

Grant Program

It is not likely that the proposed scholarship will accomplish this objective if
it incorporates the Florida Student Assistance Grant Programs. The proposed
program would provide an award of $1,000 to all students with a 2.5 grade
point average. A survey of merit programs nationwide indicated this was
generally the lowest cut-off used. (Appendix B). The proposal minimum award
is roughly the current value of the FSAG. However, as recently as 1991, the
FSAG award covered tuition and fees in the State University System for stu-
dents with the greatest need. It is doubtful that the new program would be
able to provide this level of support for all students with a 2.5 GPA. Prelimi-
nary estimates of the full cost of the new program, when fully phased in, range
from $64 to more than $100 million annually depending on the specific award
levels and critieria used.. The Commission is working with the Office of
Student Financial Assistance on further refining this estimate using the
Commission’s Simulation Model and data compiled in connection with a long-
range student cohort analysis. The availability of sufficient lottery revenue to
support the new program remains a challenge. According to the Consensus
Estimating Conference on Lottery Revenues, current 1996-97 projections are
for $793.1 million for education, down from $855.4 million in 1994-95. This
decline is not atypical and has been seen in Lottery Programs throughout the
country. However, this reduction exacerbates the issue of how these dollars
will be replaced if they are redirected to the new scholarship.

Recommendation:

7.  The Department should continue with plans to implement the
Postsecondary Tuition Scholarship. A single application for this pro-
gram and the Undergraduate Scholars and Vocational Gold Seal Pro-
grams should be a first step in the eventual consolidation of these three
initiatives. To avoid further imbalance between need and merit-based
state aid, the Florida Student Assistance Grant Program should not be
included in this consolidation and should remain the State’s major com-
mitment to assuring access for students with significant financial need.
The new program should include independent as well as public institu-
tions, a “second chance” provision, and a graduated award schedule
based on students’ grade point average and successful completion of
specified high school coursework or other demonstration of such com-
petencies. Any Lottery funds shifted from general operations to cover
the new scholarship should be replaced with general revenue or other
ongoing source of support.

For years, the efficiency of handling this grant program at the state level has
been debated. State Student Financial Aid (1996) addressed this issue and
recommended that initial awards continue to be made at the state level and
renewals handled at the local level. During the 1996 legislative session, this
issue was discussed and addressed by a task force including state and institu-
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tional aid administrators. The consensus reached was that the programs could
be administered more efficiently at the institutional level. Legislation autho-
rizing this decentralized approach (CS/CS/SB 1281) was introduced and passed
by the Senate but did not become law. In response to the proviso language
calling for this current study, a proposal for calculating each institution’s allo-
cation based on current and historic participation rates has been developed
(Appendix B) and endorsed by the Council of Student Financial Aid Advi-
sors. Among the advantages cited for decentralization are: simpler process-
ing and faster turnaround; more complete use of available funds; consistent
statewide eligibility criteria within which individual institutions would make
awards; and greater flexibility, e.g., possibility of extending awards to part-
time students within a given sector. It was also anticipated that cost savings
would be realized in application processing and award disbursement. Disad-
vantages include the need to monitor institutional eligibility standards for con-
sistency in application and the need to accommodate changes in the number
of eligible applicants in each sector.

Another opportunity to realize the anticipated benefits of decentralization has
presented itself. One of the provisions of the 1995 “Time-to-Degree” Legis-
lation (SB 2330) called for development of a common student advising sys-
tem. As work on this task has progressed, awareness of the benefits of expan-
sion of the concept to include a broader range of services has increased. What
is envisioned is a student services system that would include automated ad-
vising career information, degree shopping applications and registration, and
financial assistance information and processing. While the current pilot phase
of development is focusing on the degree audit function, the potential of this
system for assisting student financial aid applicants and administrators is sig-
nificant. Through an automated statewide network, the following functions
could be performed: program shopping; electronic applications and eligibil-
ity determination; institutional disbursements and electronic notification of
changes in student status. The Office of Student Financial Assistance has
been working for several years on development of a relational data base for all
the programs it administers and is currently preparing time and cost estimates
for development and inclusion of student aid functions within the automated
student services system.

Recommendation:

8.  Decentralization of the Florida Student Assistance Grant Programs
should not be initiated until a timeline and cost estimate for develop-
ment of the proposed student aid functions of the automated state-
wide student services system are available. At that point, a determina-
tion should be made by the Office of Student Financial Assistance and
the financial aid community on which approach to pursue. If decen-
tralization is chosen, the procedures contained in this report (Appendix
C) should be followed.

A proposal for
calculating each
institution's
allocation has been
developed.

The potential of this
advising system for
assisting student
financial aid
applicants and
administrators

is significant.
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represent a useful
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Organizational Structure/Privatization. As part of its current review, the
Commission was asked to comment on the organizational structure of student
financial aid at the state level and the potential for privatizing all or part of its
responsibilities.

This summer, the Office of Student Financial Assistance contracted with
KPMG, an independent consulting firm, to conduct a performance improve-
ment study of OSFA. That study was completed in September and provides a
comprehensive plan for improvement in the following areas: planning and
management, organizational structure, management practices, operating pro-
cedures, assessments of relations with employees and customers and adher-
ence to statutory responsibilities. The Office has begun implementing the
action steps provided by KPMG, however, it is too soon to assess progress.
The Commission has reviewed the KPMG recommendations and believes they
represent a useful framework for improvement. The Commission has also
reviewed various models of organizational placement of responsibility for fi-
nancial aid at the state level. In addition to OSFA’s current placement, other
options include assignment with a state level coordinating board (Virginia),
establishment as an independently chartered corporation or commission (Cali-
fornia) or some variation of these approaches. In Tennessee, for example, the
Tennessee Student Assistance Commission is a state entity subject to perfor-
mance audits conducted by the legislature and annual audits by the comptrol-
ler. The executive director reports to a board of directors whose membership
is specified in law. The governor chairs the board, and the executive director
of the Tennessee Higher Commission serves as vice-chair. While clearly more
visible, there is no evidence to indicate that this approach is more effective
than other structures.

Based on its review, the Commission did not find any particular organiza-
tional model to be desirable and believes that the existing organizational struc-
ture should be given the opportunity to improve based on the findings and
recommendations of the KPMG report.

Recommendation:

9. The Office of Student Financial Assistance should proceed with imple-
mentation of the action steps outlined in the KPMG Performance Im-
provement Study for one year. At that time (November 1997), an as-
sessment should be conducted by the Office of Student Financial Assis-
tance of progress made and a determination of what, if any, further modi-
fications are necessary. Customer feedback should be regularly col-
lected during this year from students, aid administrators, and lenders
and progress monitored by the Council of Student Financial Aid Advi-
sors, the Postsecondary Education Planning Commission, and other in-
terested parties.



Student Financial Assistance and Tuition Policy

17

With regard to privatization, the Commission has recently completed a re-
view of its potential for achieving further productivity improvements in pub-
lic postsecondary education. Privatization is already found in a number of
areas related to our colleges and universities including security, housing, food
services, health care, and computing services. A study prepared for the Com-
mission on privatization cites criteria to be used in assessing the appropriate-
ness and potential benefits of this approach on specific functions such as fi-
nancial aid. Among the points to consider:

Competitive Market - A function with few qualified competitors may not
produce desired savings.

Determinable Service Delivery Measurement - If the nature of the goal or
service is likely to require revision as the program proceeds, it may be
difficult to convey the terms of delivery in a contract or performance agree-
ment.

Financial and Liability Risks - Privatization is best pursued when the
risks are equal to or lower than those experienced in public sector deliv-

ery.

Level of Policy Discretion - Activities that require low levels of policy
setting, judgement, or discretion are better suited for administration by
outside providers.

Security Requirements - Activities for which special security and safety
provisions are unnecessary are most conducive to increased competition.

These are just a few of the recommended criteria, but the questions they raise
concerning the suitability of privatizing a function as complex as student aid
administration are significant. This is not to say that privatizing some aspects
of student aid is not appropriate. If fact, the Department currently contracts
with a private organization, EDS, to assist with its Federal Family Education
Loan Program (FFELP) responsibilities. Average contract expenditures are
approximately $6 million annually. Contract monitoring was addressed in
the KPMG study and a number of specific recommendations were made (Ap-
pendix D).

Nationwide, state guaranty agencies are in a transition period as a result of the
federal Direct Lending Program initiated in 1993. This has resulted in in-
creased competition for both state guaranty agencies as well as private lend-
ing institutions.

This September, legislation supported by the California Student Aid Com-
mission (AB 3133) was enacted which authorizes establishment of an auxil-

Nationwide, state
guaranty agencies are
in a transition period
as a result of the
federal Direct Lending
Program initiated in
1993.
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serving as guarantor.

One aspect of
privatization that holds
immediate promise is
the involvement of the
private sector in
supporting student aid.

iary organization to oversee the Commission’s FFELP responsibilities. The
purpose of the legislation is to enable the Aid Commission to successfully
compete with other entities in providing California students with faster, easier
and less costly loans. According to the analysis of the California legislation,
about half of the states have a state agency serving as guarantor. Approxi-
mately 25 percent designate a private non-profit guarantor not directly affili-
ated with any single state and the remaining quarter have a state-established
non-profit organization as the guarantor.

Recommendations:

10. No further privatization of the responsibilities of the Office of Stu-
dent Financial Assistance should occur until the results of the KPMG
recommended procedures for monitoring the current contract for as-
sistance with the Federal Family Education Loan Programs can be
assessed.

11. As the Office of Student Financial Assistance proceeds with imple-
mentation of its internal improvement plan, it should assess the status
of its loan guaranty function and identify what changes, if any, are
necessary to improve its competitive position in this field.

One aspect of privatization that holds immediate promise is the involvement
of the private sector in supporting student aid. An illustration of this is Project
S.T.A.R.S. (Scholarship Tuition for At-Risk Students), an initiative of the
Florida Prepaid College Board. Since 1990, the Legislature has provided in-
centive matching funds for private sector support for scholarships targeted at
low-income, at-risk students. The 1996 Legislature provided $1 million for
Project S.T.A.R.S. while potential pledges from the independent sector ex-
ceeded $6.9 million. The Community College Academic Improvement Trust
Fund and the State University System Matching Gifts Programs are other suc-
cessful examples of this approach.

Take Stock in Children, a recent statewide initiative supported by Barnett
Bank and Publix, has similar objectives but no state support. Representatives
of Project S.T.A.R.S. and Take Stock in Children are exploring ways that
these efforts can complement each other in expanding postsecondary oppor-
tunities.

Recommendation:

12.  The state should increase support for Project S.T.A.R.S. and other
initiatives designed to encourage private sector involvement in pro-
viding financial and other support for at-risk students to pursue
postsecondary education opportunities.
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The 1995 Legislature, as part of its “Higher Education Access 2000 Act,”
enacted a limited access competitive grant program to be administered by the
Department of Education. The grant program was designed “to provide en-
rollment opportunities for qualified applicants unable to obtain admission to
selected state university limited access programs or equivalent academic
tracks.” Both community college graduates and state university students who
are Florida residents and “who because of lack of space are denied admission
to a state university program directly related to a high priority employment
field identified by the State Board of Education” are eligible for grants to
attend comparable programs in independent institutions. The legislation re-
quires the Postsecondary Education Planning Commission to annually iden-
tify for the State Board of Education selected high priority employment fields,
commonly referred to as limited access programs, which require a baccalau-
reate degree and for which one or more state universities have insufficient
capacity to serve all qualified applicants. '

The Office of Student Financial Assistance implemented the program in the
Fall of 1996 with an appropriation of $1 million. From the outset, indepen-
dent institutions expressed concern over the difficulty of making contact with
qualified students who had been denied access to a state university program.
Table 13 displays preliminary awards for the Fall 1996 term as well as the
eligible programs identified by the Commission. Less than $8,000 of the
funds available have been disbursed at this time. A major challenge cited by
institutional representatives was difficulty in identifying and enrolling stu-
dents who had been denied access in the public sector.

The 1993 Legislature also created s. 240.6055, F.S., Access Grants for Com-
munity College Graduates, which was also designed to enable students from
the public sector to complete their baccalaureate degrees in the independent
sector. This program has not been funded. By eliminating the limited access
grant requirement that students be denied admission to an SUS program, the
major objectives of both of these programs could be addressed with the funds
available. That is, students choosing to transfer from public community col-
leges and universities to independent institutions offering approved high de-
mand programs would be eligible for grants equal to 50 percent of the state
cost for an undergraduate student. In addition, student awareness of the avail-
ability of this program could be enhanced by inclusion of information on this
and other initiatives to promote student access in the statewide student advis-
ing system now being developed.

Recommendation:
13.  The requirement that limited access competitive grant program appli-

cants be denied admission to a designated state university program
should be eliminated. Funds available for this grant program should be

Limited Access
Competitive Grant
Program
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used to enable qualified public community college and state university
students to enroll in independent institution programs leading to em-
ployment in high priority fields as identified annually by the
Postsecondary Education Planning Commission. Awards should be
equal to 50 percent of the state cost of an undergraduate student and
should be payable for up to five semesters. Recipients should also meet
all applicable general aid eligibility requirements specified in s. 240.404,
F.S. Information on this program as well as other initiatives to promote
student access should be included in the statewide student advising sys-
tem now being developed.
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This is a time of transition at both the state and federal level which could CONCLUSION

dramatically affect the amount and types of financial assistance available. It
is also a time of opportunity in Florida - a state poised at the onset of a rapid
increase in the pool of high school graduates and growing demand for
postsecondary education.

To respond to these changes, the majority of Florida's state aid dollars will
need to continue to be concentrated in a small number of programs with clearly
defined objectives. The new lottery related Postsecondary Tuition Scholar-
ship will be an important complement to existing aid resources particularly if
the funds used to support it do not result in a diminishment of existing operat-
ing dollars. Growing pressure to raise our low tuition rates underscores the
importance of state aid programs being primarily need-based and adequately
funded. The Commission believes that by maintaining a clear focus on and
commitment to the essential purposes of financial assistance both the State
and its postsecondary students will be well served.
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TABLE 1

APPROPRIATIONS FOR MAJOR FEDERAL STUDENT AID PROGRAMS

(In Millions)
1993 - 1997
FY 93 FY 94 FY 95 FY 96 FY 97
APPROP. APPROP. & SUP1; FINAL FINAL
PROGRAM APPROP.
Pell Grants 5,787.6 6,303.6 6,178.7 4,914.0 5,919
Pell Grant Maximum (2,300) (2,300) (2,340) (2,470) (2,700)
Supplemental Grants 583.4 583.4 583.4 583.4 583.4
Federal Work-Study 616.5 616.5 616.5 616.5 830
Perkins Loans 165.8 158.0 158.0 93.3 158
(capital contribution)
SSIG 72.4 72.4 63.4 31.4 50
TOTAL - All Student Aid 7,225.7 7,733.9 7,600.0 6,238.6 7,540.4

(excluding federal loan programs)

Source: American Council on Education
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TABLE 2

Page 6 Postsecondary Education OPPORTUNITY October 1995
Indicgtor f4= Indicator 4:
Pell Grant net migration by state Pell Grant Net Migration by State
Federal Pell Grants to eligible students FY1994
are portable across state lines to Net
qualified public, private non-profit or State of State of Net Pell Migration
;‘“u“f’g’ﬁt tswh::duy h“‘:‘““m Rk State Institution Residence Grants Rate
e rants are VOuc e s e
they follow studeats. 1 Rhode Island 16,669 12,609 4,060 32.20%
2 Utah 44,779 39,157 5,622 14.36%
Because Pell Grants only go to 3 Alabama 76,790 67,911 8,879 13.07%
students from low income family g gr%zona 62,{33 59,15;28 7,1;6 12.00%
. IS elaware , 5,555 628 11.31%
"‘f‘"‘".‘"f“"s’ observing "‘“’"g’;‘m 6 South Dakota 15,172 13,718 1,454  10.60%
of recipients between states reflects 7 West Virginia 28,183 25,587 2,596 10.15%
where these low family income 8 Tennessee 70,247 63,865 6,382 9.99%
studeats find postsecondary education 9 New Hampshire 11,838 10,879 . 959 8.82%
opportunity available and attractive. 10 Virginia 73,113 67,469 5,644 8.37%
11 Missouri 78,763 72,757 6,006 8.25%
) 12 North Dakota 14,470 13,382 1,088 8.13%
Some states are net importers of Pell 13 Massachusetts 76,167 71,121  5.046 7.09%
Grant recipients. That is, they attract 14 North Carolina - 76,993 72,286 4,707 6.51%
more Pell Grant recipients to 12 Kansas 42,658 40,076 2,582 6.44%
postsecondary institutions in their 16 Vermont 8,445 7,961 484 6.08%
: 17 Oklahoma 63,620 60,432 3,188 5.28%
states than they ot o caroll n 18 Kentucky 62,184 59068 3’116 5.28%
postsecondary institutions in ower 19 Indiana 76,035 72,226 3,809 5.27%
states. We find these states to provide 20 Iowa 49,605 47,466 2,139 4.51%
relatively attractive conditions for 21 Georgia 90,459 87,043 3,416 3.92%
stsecon rtunity for students 22 Idaho 19,336 18,676 660 3.53%
e dary opportunity for 23 Arkansas 37,436 36,363 1,073 2.95%
from low income family backgrounds.
24 Nebraska 28,875 28,109 766 2.73%
) 25 Pennsylvania 147,188 143,510 3,678 2.56%
Other states export more of their 26 Louisiana 78,939 77,455 1,484 1.92%
resident Pell Grant recipients to other 27 Minnesota 73,380 72,193 1,187 1.64%
states than they attract from other %g Mi;sissippi g(l).gzg Z%.g%g 7g12t %J{g%
: . Colorado , , 5 .10%
siates lwe ﬁ“ft:c?s““‘”"mv’d‘ 30 South Carolina 50,081 49755 326 0.66%
relatively unattractive postsecondary 31 Washington 62,846  62.456 390 0.62%
conditions for students from low 32 Wyoming 8,188 8,152 36 0.44%
income family backgrounds. 33 Maryland 50,089 49,969 120 0.24%
34 New York 35%,312 350,548 768 o.zgs
35 Ohio 52,92 152,75 176 0.12%
We h:.‘"‘ °"°“;“1:?“f’$:l “:: 36 Texas 243,654 244 451 -797  -0.33s
migration rates by state in the table 37 Wisconsin 62,668 63,276 -608 -0.96%
the right. Net migration rates range 38 Oregon 41,541 42,182 -641 -1.52%
from +32.2 percent in Rhode Island 39 California 380,331 389,316 -8,985 -g.gn
to -13.8 t in Maine. Seven 40 Michigan 39,564 143,424 -3.860 -2.69%
states have Pell Grant net migration 41 Flori 164,680 170,210 -5.530  -3.25%
than 10 t whil 42 New Mexico 32,052 33,382 -1,330 -3.98%
rates greater percent, e 43 Connecticut 23,358 24,567 -1,209 -4.92%
three have rates below minus ten 44 Illinois 144,595 153,583 -8,988 -5.85%
percent. Generally, net migration for 45 Hawaii 6,497 6,902 -405 -5.87%
Pell Grant recipients parallels net 46 Montana 13.%39 %3’%38 -l,ggg -g.ggt
s 47 Nevada ,132 , - -8.95%
migmtion for other undergraduate 48 Alaska 4649 5274 -625  -11.85%
enrollment classes. 49 New Jersey 69,515 79,637 -10,122 -12.71%
50 Maine 13,911 16,131 -2,220 -13.76%
Data used in this analysis are reported
each year by the Department of TOTAL 3,564,095 3,520,671 43,424 1.23%
Education in the Pell Grant End-of- T-2

Year Report.
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TABLE 5

STATE ADMINISTERED SPECIAL POPULATION

SCHOLARSHIP AND GRANT PROGRAMS

1995-96
PROGRAMS RECIPIENTS EXPENDITURES
Children of Dec./Dis. Veterans 70 $83,852
Seminole/Miccosukee 34 57,550
Rosewood 22 32,191
Latin Amer. Caribbean Basin 17 197,564
African Afro-American 11 68,125
OTPT* Scholarship Loan 4 16,000
OTPT* Reimbursement 2 936
Nicaraguan/Haitian 2 8,681
OTPT Loan Forgiveness 1 2,500
Board of Regents 1 4,589
PEPC Board 1 4,589
Community College Board 1 4,589

*OTPT - Occupational Therapist/Physical Therapist

Source: Office of Student Financial Assistance
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TABLE 8
RESIDENT TUITION AND FEES, 1996-97

State Pub 2-Yr 2-Yr Rank Pub 4-Yr 4-Yr Rank
AL 1,305 27 2,470 38
AK 2,150 5 2,535 33
AZ 774 45 2,009 47
AR 952 42 2,518 36
CA 390 48 4,355 12
CO 1,449 19 2,840 26
CT 1,722 16 4,974 7
DE 1,330 26 4,430 11
HI 788 44
ID 1,042 40 1,768
IL 1,280 28 4,185
IN 2,367 4 3,783
1A 1,808 14 2,646
KS 1,172 35 2,310 40
KY 1,080 38 2,676 29
LA 1,242 30 2,863 25
ME 1,920 11 4,139 16
MD 2,063 8 4,169 15
MA 2,540 2 5,413 4
MI 1,555 17 5,710 2
MN 2,139 6 4,453 10
MS 954 41 2,631 32
MO 1,251 29 4,121 17
MT 1,435 20 2,532 34
NE 1,187 33 2,638 31
NV 1,095 37 1,920 48
NH 5,261 5
NJ 2,110 7 5,074 6
NM 744 46 2,071 46
NY 2,454 3 4,190 13
NC 557 47 2,110 44
ND 1,811 13 2,528 35
OH 1,958 9 3,468 20
OK 1,205 31 2,278 41
OR 1,545 18 3,540 19
PA 1,892 12 5,624 3
RI 1,726 15 4,460 9
SC 1,183 34 3,362 21
SD 2,727 27
TN 1,349 24 2,080 45
X 901 43 3,178 22
UT 1,349 25 2,514 37
VT 2,880 1 7,211 1
VA 1,429 21 4,648 8
WA 1,401 23 3,136 23
wVv 1,409 22 2,262 42
WI 1,943 10 3,030 24
wY 1,074 39 2,144 43

Nat'l Avg. 1,457 3,356

Source: Washington State Higher Education Coordinating Board.
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TABLE 9

SUS COMPOUND ANNUAL PERCENTAGE
INCREASE REQUIRED TO MOVE
TO NATIONAL AVERAGE IN 10 YEARS
BY TUITION LEVEL AND RESIDENCY

Undergraduate Graduate
Resident Non-Res Resident Non-Res
IF THE 0.0% 5.69% 2.04% 4.15%| 1.15%
NATIONAL 1.0% 7.33% 3.29% 5.53%| 2.35%
AVERAGE 2.0% 8.91% 4.53% 6.90%| 3.54%
ANNUAL 3.0% | 10.44% 5.76% 8.24%| 4.72%
INCREASE 4.0% | 11.94% 6.99% 9.56%| 5.90%
IS THIS 5.0% | 13.40% 8.20% 10.87%| 7.07%
MUCH 6.0% | 14.83% 9.41% 12.16%| 8.24%
PER 7.0% | 16.24%| 10.61% 13.45%| 9.41%
YEAR 8.0% | 17.63%| 11.81% 14.72%| 10.58%

Average Annual Compound Percentage Increase
in Average Tuition and Required Fees
in Past 10 Years, By Level and Residency

USA
SUS

8.07%
5.83%

8.80%
7.86%

8.21%
7.37%

8.50%
8.54%

How to read the above chart: If the national average undergraduate tuition and required fees
increase at the rate of 4.0% per year, then in order for the SUS tuition and required fees to become
equal to the national average in 10 years, the SUS matriculation and financial aid fee must increase at
an average annual rate of 11.94%. This assumes that fees other than matriculation and the financial
aid fee will continue to increase at the 4.94% average annual rate as in the past 10 years.

Source: Board of Regents, November 1996.



TABLE 10

ESTIMATED GRANT DOLLARS PER RESIDENT COLLEGE-AGE POPULATION, 1994-95, BY STATE

Estimated
Need-Based Aid Population
to All Grant Age 18-24in
State Undergraduates State Ald State 1993
1. NEW YORK $362 1. NEW YORK $373 NATION 25,661,000
2. MINNESOTA 233 2. NEW JERSEY 243 1. CALIFORNIA 3,102,000
3. NEW JERSEY 228 3. ILLINOIS 236 2. TEXAS 1,803,000
4. ILLINOIS 213 4. MINNESOTA 233 3. NEW YORK 1,759,000
5. VERMONT 190 5. VERMONT 197 4. FLORIDA 1,160,000
5. PENNSYLVANIA 1,158,000
6. PENNSYLVANIA 189 6. PENNSYLVANIA 189
7. IOWA 128 7. GEORGIA 160 6. ILLINOIS 1,147,000
8. INDIANA 111 8. IOWA 130 7. OHIO 1,108,000
9. WASHINGTON 108 9. CALIFORNIA 127 8. MICHIGAN 967,000
10. MASSACHUSETTS 103 10. WISCONSIN 124 9. NORTH CAROLINA 755,000
10. GEORGIA 738,000
11. WISCONSIN 101 11. NORTH CAROLINA 124
NATION 95 12. VIRGINIA 122 11. NEW JERSEY 699,000
12. NEW MEXICO 87 NATION 123 12. VIRGINIA 682,000
13. MICHIGAN 84 13. INDIANA 112 13. INDIANA 610,000
14. OHIO 82 14. OHIO 112 14. MASSACHUSETTS 602,000
15. VIRGINIA 79 15. TENNESSEE 530,000
15. WASHINGTON 110
16. CALIFORNIA 75 16. MASSACHUSETTS 103 16. MISSOURI 505,000
17. CONNECTICUT 71 17. WEST VIRGINIA 95 17. WASHINGTON 492,000
18. KENTUCKY 63 18. COLORADO 95 18. WISCONSIN 491,000
19. RHODE ISLAND 60 19. NEW MEXICO 93 19. LOUISIANA 457,000
20. MARYLAND 54 20. ALABAMA 454,000
20. UTAH 91
21. COLORADO 53 21, MICHIGAN 89 21. MARYLAND 453,000
22. OREGON 49 | 22. FLORIDA 86]  22. MINNESOTA 420,000
23. MAINE 48 23. CONNECTICUT 72 23. SOUTH CAROLINA 406,000
24. SOUTH CAROLINA 43 24. MARYLAND 71 24. KENTUCKY 404,000
25. OKLAHOMA 40 25. ARIZONA 389,000
25. NORTH DAKOTA 63
26. KANSAS 39 26. KENTUCKY 63 26. COLORADO 346,000
27. ARKANSAS 36 27. RHODE ISLAND 60 27. OKLAHOMA 332,000
28. WEST VIRGINIA 35 28. MAINE 59 28. MISSISSIPPI 305,000
ESSEE 35 29. SOUTH CAROLINA 57 29. CONNECTICUT 292,000
l 30. FLORIDA 32 | 30. OREGON 279,000
30. OKLAHOMA 55
31. NORTH DAKOTA 30 31. KANSAS 50 31. IOWA 279,000
32. MISSOURI 24 32. OREGON 49 32. KANSAS 250,000
33. NORTH CAROLINA 18 33. MISSOURI 46 33. ARKANSAS 247,000
34. NEBRASKA 17 34. ARKANSAS 40 34. UTAH 226,000
35. DIST OF COLUMBIA® 16 35. WEST VIRGINIA 195,000
35. TEXAS* 39
36. TEXAS* 15 36. ALASKA 38 36. NEW MEXICO 159,000
37. DELAWARE 15 37. TENNESSEE 36 37. NEBRASKA 157,000
38. LOUISIANA 14 38. DIST OF COLUMBIA* 32 38. MAINE 121,000
39. NEW HAMPSHIRE 13 39. LOUISIANA 29 39. NEVADA* 120,000
40. ARIZONA 9 40. HAWAI| 118,000
40. ALABAMA 27
41. SOUTH DAKOTA* 9 41. DELAWARE 26 41. IDAHO 115,000
42. ALASKA 8 42. NEBRASKA 17 42. NEW HAMPSHIRE 108,000
43. GEORGIA 7 43. NEW HAMPSHIRE 14 43. RHODE ISLAND 105,000
44. IDAHO 7 44. SOUTH DAKOTA"* 11 44. MONTANA 78,000
45. HAWAII 6 45. IDAHO 9 45. DELAWARE 71,000
46. ALABAMA 5 46. ARIZONA 9 46. SOUTH DAKOTA* 69,000
47. MONTANA 5 47. MISSISSIPPI 8 47. NORTH DAKOTA 66,000
48. UTAH 5 48. HAWAII 6 48. DIST OF COLUMBIA 64,000
43. WYOMING 5 49. MONTANA 5 49. VERMONT 62,000
50. MISSISSIPP! 4 50. WYOMING 5 50. ALASKA 58,000
51. NEVADA* 3 51. NEVADA* 3 51. WYOMING 48,000

Sources of Data: Grant Aid Dollars are calculated from Column One and Column Six in Table 1 of this Report. Resident Population statistics are form U.S. Department of the
Census, 1994 Statistical Abstract of the United States, Table 33, page 32.

*Figures for these states are from 1993-94 Annual Survey Report.

Source: National Association of State Scholarship and Grant Programs Annual Survey, February 1996.
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TABLE 11

STUDENT FINANCIAL ASSISTANCE
BY SECTOR, SOURCE, AND TYPE

(IN MILLIONS)
State University System - 1994-95
Source Type
Grant Loan Scholarship Employment Total
Federal 62.9 330.6 2.2 7.2 402.9
State 17.2 2 29.5 .04 46.9
Institutional  16.7 4.9 27.4 49
Private 3 1 19 20.3
Subtotal 97.1 336.7 78.1 7.24
TOTAL 519.1
Community College System - Fall 1995 *
Source Type
Grant Loan Scholarship Employment Total
Federal 126.9 82.1 5.6 214.6
State 7.2 5.7 8.8 21.7
Institutional 3.9 4 7.3 7 15.9
Subtotal 138 91.8 16.1 6.3
TOTAL 252.2

*Incomplete data. Reflects aid received through the institutions and available at the time of registration. Federal and state funding
figures supplemented by information from the U.S. Department of Education and Florida Department of Education Office of
Student Financial Assistance.

Source: SUS Fact Book 1994-95, State Board of Community Colleges
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TABLE 12

FLORIDA STUDENT ASSISTANCE GRANT
AND PELL GRANT RECIPIENTS BY SECTOR

1995-96
Community State
FSAG 15,969 16,909 7,068 39,946
Pell 83,676 39,864 16,388 139,928
*4-year institutions
Sources: Office of Student Financial Assistance, Florida Department of Education

Pell Grant Systems Division, U.S. Department of Education
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TABLE 13

LIMITED ACCESS COMPETITIVE GRANT (LACG) AWARDS

1996-97
# Awards Fall Term

Florida Institute of Technology 144 $287,280 0 $0
University of Miami 93 185,535 0 0
Palm Beach Atlantic College 72 143,640 0 0
Jacksonville University 45 89,775 1 998
Lynn University 43 85,785 0 0
University of Tampa 36 71,820 5 4,990
Nova Southeastern University 32 63,840 2 1,996
Barry University 22 43,890 0 0
Stetson University 14 27,930 0 0

501 $999,495 8 $7,984
1996-1997 Eligible Limi laur Pr

Special Education: General
Education; Mentally Handicapped
Education; Emotionally Handicapped
Education; Specific Learning Disabled
Pre-Elementary Education Teacher
Electrical/Electronics Engineering
Nursing

Occupational Therapy

Physician Assistant

Physical Therapy

Source: Office of Student Financial Assistance
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Review of State Student Financial Aid Programs

Student financial aid has been the subject of numerous studies and analysesin EXECUTIVE
recent years both nationwide and in Florida. Rising costs, increased demand QUMMARY
and limited resources have all combined to challenge the creativity of policy

makers, educational administrators, students, and families in making the most

effective use of available student aid dollars.

The current study, called for by the 1995 Legislature, addresses a variety of
aid related issues including unexpended financial aid resources, program
consolidation, budget request and aid distribution procedures, eligibility criteria
and a potential new lottery funded program. The report identifies a number of
areas where action is needed and provides the following specific
recommendations:

Recommendation 1 - Allow the consolidated student financial assistance
trust fund to carry forward a specific percentage of the total appropriation
for the programs involved (e.g., 10 percent) and revert the remainder to
the general revenue fund or to the institutions on a pro rata basis in
accordance with their level of participation in state student financial
assistance.

Recommendation 2 - Use seventh semester information for high school
students to determine Undergraduate Scholars award eligibility.

Recommendation 3 - Require that qualifying test scores for Undergraduate
Scholars awards be submitted no later than the April test administration
dates of the applicants’ senior year.

Recommendation 4 - Based upon the results of the Commission/Office of
Student Financial Assistance analysis, consolidate/simplify initial eligibility
criteria to require one minimum high school grade point average and a
minimum test score. Any increases in the current requirements should be
phased in. Following any modifications to the initial requirements, the Office
of Student Financial Assistance should, in cooperation with the Postsecondary
Education Planning Commission, address the feasibility of a procedure
allowing for reinstatement of students who fall below the renewal requirements
and subsequently improve their performance.

Recommendation 5 - Limit the Gold Seal award to a maximum of 4
semesters. Allow transition into the Undergraduate Scholars Program for
those students who meet the renewal requirements for the latter program (e.g.,
3.2 GPA for 24 Semester Credit Hours).

Recommendation 6 - Eliminate the requirement that only non-profit
institutions may participate in the Florida Work Study Program,
contingent upon the provision of additional funds to cover increased
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Postsecondary Education Planning Commission

student eligibility. Expand the program to include all institutions eligible to
participate in the Florida student assistance grant programs.

Recommendation 7 - Eliminate the statutory requirement that 25 percent
of the Florida Work Study Program funds be spent in the public schools.

Recommendation 8 - Require all state funded student aid programs to
adopt minimum academic and financial need standards for eligibility.
The only exception to this policy should be the Florida Resident Access Grant
which has been declared by the Legislature to be tuition assistance rather than
financial aid.

Recommendation 9 - Wherever appropriate, the Legislature and the
Department of Education should decentralize the administration of the
special purpose/special population aid programs to assure that they are
handled as efficiently as possible.

Recommendation 10 - Before any new state financial aid program is
created, its objectives should be reviewed by the State Board of Education
and the Florida Council of Student Financial Aid Advisors to determine
if they can be addressed through existing programs. A minimum of two
years should be provided for planning and implementation of any new aid
program and the cost of administering the program should be identified and
included in the appropriation.

Recommendation 11 - The Office of Student Financial Assistance and the
Department of Education should place high priority on the timely
completion and implementation of the integrated data base for all state
student aid programs.

Recommendation 12 - Student aid budget requests should be based on
the current Office of Student Financial Assistance methodology taking
into account the maximum award level authorized by the Legislature for
each program.

Recommendation 13 - Curtail further increases in the merit programs or
increase need-based aid until state funding for student financial aid is
again in conformity with the provisions of s. 240.437(2), F.S.

Recommendation 14 - State university and community college systems’
budget requests should estimate the impact of potential or proposed
increases in student charges on access and identify the appropriate source
and level of funds to address this impact. Universities requesting tuition
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differential authority should earmark an appropriate amount of the potential
fee revenue for need-based financial aid based on available projections of the
impact of the fee increase.

Recommendation 15 - Include an academic requirement in the State’s
need-based programs that is not less than the minimum academic
requirement for entrance into public postsecondary education.

Recommendation 16 - Include a financial needs test in the State’s merit
programs (either the Federal Methodology, which takes into account both
assets and income, or an alternative such as an income ceiling established
at the state level).

Recommendation 17 - Eliminate the requirement that students participate
in the college-level communication and computation skills testing program
as a condition for state financial aid eligibility.

Recommendation 18 - Increase the actual maximum award in each of the
student assistance grant programs for the first two years of eligibility
with a corresponding decrease in value during the last years. The specific
adjustment should not exceed the actual cost of tuition and mandatory fees
and should be determined by the Office of Student Financial Assistance in
cooperation with the Council of Student Financial Aid Advisors. Maintain
centralized award systems for new Student Assistance Grant applicants but
decentralize renewals.

Recommendation 19 - If a new lottery funded scholarship is considered
for Florida, it should be phased in over four years, include both need and
merit criteria, provide for consolidation with the existing merit based
programs, include external performance criteria such as standardized
test scores in addition to grade point averages, and include components
for all postsecondary sectors - technical, two and four year, public and
independent.

With few exceptions, these recommendations do not require additional
resources. Implemented collectively, they should result in the improved
administration and delivery of state student financial aid. However, the future
of student aid remains cloudy due to uncertainty at the federal level, increasing
calls for restructuring and privatization at the state level, and competing
demands for resources within postsecondary institutions. Ultimately, the
success of whatever student financial aid programs are in place is dependent
on the perseverance and dedication of students and families who seek access
to postsecondary education. The extent to which their efforts can be rewarded
will be a major factor in determining the future direction of our colleges,
universities, and other postsecondary institutions in Florida.
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DECENTRALIZED FLORIDA STUDENT ASSISTANCE GRANT
PROPOSED ALLOCATION PROCESS*

Year one: 1997-98 Award Year

For each institution, determine the ACTUAL number of FSAG recipients from Fall of
1994 and Fall of 1995 and calculate the percentage of the respective sector allocation.

Determine the potentially eligible number of FSAG recipients for the institution's Fall
1996 enrollment and calculate the percentage of the sector allocation (prorated for the
term).

Calculate the average percentage of sector allocation to determine the actual "adjusted
performance based" institutional allocation.

Year two: 1998-99 Award Year

For each institution, determine the ACTUAL number of FSAG recipients from Fall
1995 and calculate the percentage of the sector allocation.

Determine the potentially eligible number of FSAG recipients for the institution's Fall
1996 and Fall 1997 enrollment and calculate the percentage of the sector allocation
(prorated for the term).

Calculate the average percentage of sector allocation to determine the actual "adjusted
performance based" institutional allocation.

Year three: 1999-00 Award Year

For each institution, use the potentially eligible number of FSAG recipients for the
institution's Fall 1996, Fall 1997, and Fall 1998 enrollment and calculate the
percentage of the sector allocation (prorated for the term).

Calculate the average percentage of sector allocation to determine the actual "adjusted
performance based" institutional allocation.

SUMMARY

Year One (for 97-98)

Year Two (for 98-99)

Year Three (for 99-00)

94-95: Actual recipients only
95-96: Actual recipients only
96-97: Fall potential

95-96: Actual recipients only
96-97: Fall potential
97-98: Fall potential

96-97: Fall potential
97-98: Fall potential
98-99: Fall potential

*Recommended by the Florida Council of Student Financial Aid Advisors, August 1996.
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Executive Summary

The Office of Student Financial Assistance stands at a pivotal cross roads. New directions
must be identified and executed in order to ensure the organization’s survival into the 21st

century. Critical challenges facing OSFA include:

Reharmonizing the work environment

Meeting increased customer and regulatory demands

Planning for the future

Building a cohesive, coherent organizational structure

Management's ability to meet and conquer these significant challenges will determine
OSFA"s future.

KPMG's commitment from this study’s outset was to conduct an independent. objective re-
view focusing on effectiveness. efficiency. and business relationships. We bring no precon-
ceived solutions nor partisanship to this study, and accordingly make no analyses and render
no recommendations from that perspective. Rather. KPMG's recommendations are driven
solely by our desire to help build a better, more efficient OSFA.

In an effort to prioritize and clarify the focus of our report we have summarized two sets of
information in this executive summary. The first set being = the Nine Most Important Things
1o Know About OSFA™ and the second set being = Action Steps for the Future.”

The Nine Most Important Things to Know About OSFA

At times, we felt that OSFA was its own worst enemy. Not only did we find widespread in-
stances of a lack of communication. but also instances of anti-productive communications.
Yet despite the weaknesses, OSFA has seen rapid growth and has continued to provide a use-
ful service to borrowers, schools and lending institutions. Critical elements of OSFA's opera-

tions include:

1. Purpose: OSFA exists to help students finance their post-secondary education by guar-
anteeing loans and administering state scholarships or grants.
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History: OSFA was created by the State of Florida in 1978 by mandate from the United
States Department of Education (USDOE) in order to participate in the federal loan pro-
grams. Originally. a Commission was established as the governing body. A few yvears later.
the Commission was dissolved and OSFA became pan of the Florida Department of Edu-

cation.

Governance: Although the Florida Department of Education (FDOE) has oversight
authority over OSFA. FDOE perceives OSFA and other higher educational activities as

secondary to its K through 12 mission.

Organization: OSFA has five departments. (Accounting. Contract Management. Cus-
tomer Service/Program Policy. Institutional Oversight/Compliance. and State programs).
Each department for the past few years has operated independently and generally these
departments are physically isolated from each other. Departments have not reported re-
sults, nor been held accountable by the executive office for their actions. There is wide
spread agreement that Jack of communication between departments has led to an increase
in errors. delays. ineffective procedures and other problems.

Legislative: Federal regulations. legislative changes and technology are key industry
drivers. Keeping abreast of these issues represent some of the most difficult challenges
facing OSFA.

Processing: OSFA utilizes third party contractors. Electronic Data Systems Federal Cor-
poration (EDS) and various collection agencies. to perform. execute and record the ma-
jority of OSFA's activities. EDS. primarily. provides OSFA with loan application
processing. claim adjudication processing. Joan record maintenance. system maintenance.

technical assistance and customer service related functions.

Benchmarks: Despite weaknesses, OSFA remains a top financial performer among state
guaranty organizations. However, based on customer survey responses, OSFA appears to
fall short in regards to customer service. More specifically, many customers responded
that OSFA is technologically behind, inflexible to customer needs. and does not provide
adequate support.

Financial Performance: OSFA's federal loan programs are self-sufficient. The federal
loan programs do not cost the State of Florida or its citizen population.

Industry: OSFA operates in a dvnamic environment. Current industry issues include the
use of a common manual to standardize guaranty organization activities: regionalization



of agencies: and direct lending. The resolution of each of these issues may have signifi-

cant impacts on OSFA's operations.

Action Steps for the Future (Building a Better OSFA)

Although the hurdles are high. the current situation provides the opportunity for significant
improvement in efficiency. effectiveness. and customer service. In fact. OSFA has the poten-
ual for a bright future. Below we have summarized our recommended plan of action. Detailed
explanations of issues. processes and procedures are found throughout this document and
have also been discussed with the appropriate OSFA personnel. In addition. we have included

a comprehensive implementation plan in section V of this report.

Step 1: Strengthen the culture. As briefly mentioned above. OSFA is suffering from a culture
that stifles communication. lacks customer focus and at times rewards non-performance in-

stead of high-performance.

As the new executive director takes office. there is an immediate window of opportunity to
make significant improvements in the work environment and attitudes of employees. In fact.
many of the OSFA emplovees are hopefu] and expecting such a change. The message must

be sincere and contain the following three elements:

¢ One OSFA.

® OSFA will focus on its customers.

* High-performance will be recognized and rewarded.

To strengthen the culture the message must come from the top. To this end. OSFA senjor
management must communicate expectations and make extra efforts 10 reach out to all em-
ployees. The message may take a variety of forms (i.e. formal policies. memos. meetings. one
on one discussions and informal conversations). Management by * wandering around™ is a
useful technique during this stage. Training sessions where goals and plans are developed
from within functional work groups are also effective. Finally. the actions carried out by top

management will speak louder than words.

Step 2: Plan for the Future. OSFA currentl Y has not established a clear mission. short-term or
long-term goals, or plans for the future. Strategic planning would enable the agency to
achieve more than just meeting the minimal requirements as specified by regulations. Clear
goals and objectives would place the agency in a proactive position and would help steer the
operations.
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The key elements of strategic planning are described in section 1V of this report.

Step 3: Organize for Success. Once goals and plans are established. the organizational struc-

ture should be aligned accordingly. Based on our research. we have suggested two major

changes:

1.

19

Shift oversight authority from the Florida Department of Education (FDOE) to a separate
governmental board such as an authority. A separate governing board provides flexibility

and oversight attention. Most other state guaranty agencies also use such a structure.

The current oversight body (FDOE) regards OSFA as a secondary concern 10 its principal
mission of Kindergarten through 12th grade education. FDOE places no expectations.
goals or accountability on OSFA. In addition. OSFA has been handcuffed by certain
FDOE policies which stifle personnel and require burdensome paper work.

Consolidate the five current departments into three functional departments (Support
Services. Federal Program Operations and State Program Operations) and relocate them
all to the same physical location. This structure more closely aligns functions and elimi-
nates certain internal contro] issues in which one department is performing major moni-

toring. approval and processing functions.

Our detailed analysis and suggestions regarding the organizational structure are found in

section IV, Opportunities for Improvement.

Step 4: Structure the Work. Once plans are established and the organizational structure is

aligned, work processes should be modified accordingly. We identified the following areas

where processes could be improved:

19

Develop procedural manuals for each of the core business processes. During our study.
we noted that a handful of employees hold knowledge which is key to effective and effi-
cient operations. Many current employees expressed concern that operations would suffer
if these key employees were to leave. Procedure manuals would disseminate this informa-

tion to all necessary employees.

Restructure key processes and operations. We noted a number of opportunities 10 im-
prove operational efficiencies. Our suggestions related to centralized collection efforts.
accounting reconciliation processes, Change Modification Request meetings. overall
monitoring functions, file maintenance procedures, report functionality, and regulatory
change procedures. '



Step 5: Measure and Reward. Once goals are developed and responsibilities are aligned.
OSFA needs to institute a system to measure and reward high performance. This system

should include the following phases:

1. Develop performance measures based on organization wide and department level goals.

These goals should be conveved to the appropriate staff.

9

Develop the appropriate tools to measure performance. These tools could include
monthly operating reports which report various key operating measures. as well as.

benchmarking activities.

3. Provide employees with feedback relating to the achievement of goals related to their in-
dividual work processes and to OSFA’s performance as a whole. It is important employ -

ees are appropriately rewarded for their achievements.

Summary. We believe that the five action steps listed above will significantly improve per-
formance and propel OSFA to a position of industry leadership. The following sections pro-

vide our detailed assessment and specific recommendations.
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