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LETTER FROM CHANCELLOR GREENSTEIN

Dear Appropriations Committee Members:

The following pages testify to the power and promise of your State System as an engine of economic development and social mobility
for Pennsylvania. These pages also testify to your System’s responsiveness—its ability to evolve with courage and purpose—so that it
continues to deliver on its promise to the people of Pennsylvania.

In these pages you will see how your State System is bending some of the most rigid and unforgiving trend lines:

e becoming more affordable by ceasing annual increases in the net price of attendance
e arresting financial decline by acting as every family in this Commonwealth—spending no more than it earns
e improving its students’ success—their ability to get into a university, obtain a degree or a credential, and then put their credential
to work in Pennsylvania. In this regard:
o Academic programs align ever more closely with workforce needs and catapult graduates into good, sustaining jobs,
driving their social mobility.
o A higher proportion of our students graduate in four years than ever before.
o Attainment gaps that exist between rich and poor, black and white, rural and urban students are beginning to shrink at
some of our universities.

That’s a lot to say grace over. And it didn’t just happen on its own. It results from the hard and careful work of our students, faculty,
staff, university and System leaders, and board members, and with the support and advice of our university trustees, donors, alumni,
and other key stakeholders.

There is one curve we have not yet bent: enrollments have continued to decline at most of our universities. This is the one curve we
must absolutely bend for the sake of the Commonwealth, its people, and its economy.

Sixty percent of all jobs in PA require someone with a postsecondary credential—anything from a certificate to a Ph.D.—but only 51
percent of adults in the state have one. That’s a big gap, and it's growing. It exists everywhere: in the trades, health care, financial
services, advanced manufacture, agribusiness, IT, social work, education, on main street and wall street, and across public services.

The gap is structural, and it can’t be closed unless more people acquire a postsecondary credential.



To fill its share of the gap by 2030, your State System must annually graduate 2,000 more bachelor’s degrees, 1,200 more master’s degrees,
and 2,000 more non-degree credentials.

And the only way to deliver more degrees and credentials is to expand enroliment—recruit and graduate new students from traditional as well
as new and adjacent markets while doing an even better job retaining the students we enroll.

How many new student enrollments does it take to drive the credentialing productivity the state needs from us? About 11,500 undergraduates,
3,500 graduates, and maybe another 5,000 students pursuing non-degree credentials.

We know how to achieve that growth even in the face of continuing demographic and other pressures.

Indeed, we launched our System Redesign specifically to address this need. We focused initially on getting our own house in order while
honing strategies, extending capabilities, and finding resources to undertake the most important and lasting phase of our transformation—the
phase we have now entered into, the one where we reinvigorate, re-invest, expand and improve.

The one-time federal funds committed last June by the General Assembly were instrumental in launching us into this phase, and we are
grateful to the Governor and the General Assembly for the bi-partisan support that it represents.

But we cannot bend the enrollment curve and achieve the credentialing productivity the state requires on the back of one-time money.
Why? Because the price of attending our universities is too high.

While we are still the most affordable four-year postsecondary option in the state, we are still pricing too many Pennsylvanians out. Because
they are priced out, they are denied the opportunity to sustain themselves and their families, participate meaningfully in the 21st century
economy, and contribute to their communities.

Middle- and low-income students are squeezed particularly hard. No wonder they are abandoning higher education at the greatest rate.

When we began this transformational journey some years ago, we listened carefully to our state owners. We heard a commitment to—even a
passion for—public higher education in this state. We also heard a reticence about investing more in a public four-year system that many
believed was poorly governed with limited accountability and transparency. There were concerns about a System that routinely spent more
than it earned; heaped price increases onto students; ignored underlying structural problems that drove up costs; and paid inadequate
attention to closing education gaps between rich and poor, urban and rural, black, brown, and white students. In short, there was concern
about spending good money after bad.



And after we listened, we acted—addressing each and every one of the issues that were raised—not in words, but in deeds; not with modest
tweaks to our operations, but with sustaining, structural, transformational changes.

The results of that work are what you will read in these pages.

But what you will read in these pages in future years will depend upon the choice our state owners must now make, about the future size,
shape, and productivity of their system.

With significant additional investment in the State System and its students, Pennsylvania can restore and reinvigorate its public higher education
option, enhance its economic competitiveness, expand opportunities for social mobility, and respond to employers’ urgent and crying need for
the talent they need to succeed in operating in this Commonwealth.

Our owners can make significant additional investment with confidence based on demonstrable evidence as seen in these pages, that:

¢ We have the necessary capabilities.

e Funding will be used well, in pursuit of clearly and publicly defined goals, and resulting in improved outcomes for all our students and
their future employers.

e We will continue to invite accountability for the investment of taxpayer dollars; for the public’s trust, and want to be held to the highest
performance standards.

Investment will fuel the transformation we have begun, generate the credentials the state needs, ensure that public higher education is the
affordable and most reliable bridge to opportunity for all Pennsylvanians — no matter their zip code — one that equips them for a sustaining
career for themselves and their families, effective participation in the 21st century economy, and meaningful contributions to their communities.

Daniel Greenstein
Chancellor



SUMMARY OF APPROPRIATIONS REQUEST

EDUCATIONAL & GENERAL APPROPRIATION REQUEST

During FY 2021-22, Pennsylvania’s State System of Higher Education received $477.5 million in state appropriations. During the
last seven years, the Commonwealth’s budget has provided the System with a combined increase in appropriations of $64.7 million
(16 percent in nominal dollars), following seven years of reduced or stagnant appropriations. The State System greatly appreciates
the Commonwealth’s continued support, especially while facing unprecedented financial challenges due to COVID-19, and
acknowledges the continued fiscal challenges facing the Commonwealth.

The State System’s FY 2022-23 Educational and General (E&G) appropriation request reflects a more comprehensive
consideration of its needs and more fully responds to requests about the State System’s real running cost and achieves several
goals. An appropriation request of $550.0 million, an increase of $72.0 million, or 15 percent if fully funded, will be used to minimize
the net price to Pennsylvania students, augmenting ongoing efforts to address access and affordability. The specific objectives
achieved through this request include:

e Creating the ability to fund a FY 2022-23 tuition freeze and address normal inflationary costs without increasing costs
to students

e Enabling the System to eliminate cross-subsidies, allowing one-time funds to be utilized for strategic investments that
will be used to improve student outcomes, operating efficiencies, and facilities

e Assisting universities in addressing affordability through increasing institutional aid

This request builds upon the Commonwealth’s commitment to increase funding for its state-owned universities, while addressing
real affordability constraints experienced by Pennsylvania’s low- and middle-income students. As such, this request was built upon
a budget prepared with the following assumptions.

o Universities projected an overall 1.5 percent increase in enroliment. Anticipated enrollment trends vary significantly due
to differences in regional demographics, program mix, student success initiatives, etc.

e Tuition rates utilized a standard planning assumption of 1%, but FY 2022-23 will not be addressed by the Board of
Governors until spring 2022.



e Projected expenditures incorporate both mandatory cost increases in employee pay, healthcare, and pension
obligations required to continue operations into the ensuing years.

o University efforts continue to address the structural gap between revenues and expenses through strategic changes
to their business model for long-term financial sustainability.

The requested appropriation of $550.0 million, combined with other projected changes in the System’s revenue and anticipated
mandatory expenditures, results in a balanced E&G budget of $1.6 billion. Notwithstanding the aggregate effect of creating a
balanced budget, State System universities will continue to face significant financial challenges, which are increased with the
ongoing impacts of COVID-19, most notably on enroliment and consequently revenue.

One-time federal funds have been instrumental in supporting investments in student success; diversity, equity & inclusion;
workforce development; labor transitions; integration start-up costs; and information technology infrastructure. While not part of
the General Appropriation, it is important to note how critical it is for the General Assembly to honor the continued three-year
commitment, for a total of $200 million of American Rescue Plan funding to support the State System in advancing its innovation and
commitments of System Redesign. Further one-time requests for financial aid paid directly to students and housing debt relief are
also key to supporting the System’s strategic direction.



GOVERNOR'S FY 2022-23 BUDGET RECOMMENDATION

The State System of Higher Education requested a general appropriation increase of 15 percent ($72.5 million) to $550.0 million to
support the System’s mission of providing a high-quality education at the lowest possible cost to students while providing funding
for the System Redesign implementation that is currently underway.

The Governor proposed an increase in funding of $552.5 million, or 16 percent, for the State System. This historic investment will
drive continuing transformational change that is currently underway with the implementation of System Redesign and will help the
System meet the workforce needs of the Commonwealth and provide social mobility for its residents.

In addition to the proposed investment in the Educational and General appropriation, the Governor has also recommended $150
million be appropriated to the State System from the American Rescue Plan’s Coronavirus State and Local Fiscal Recovery
Funds. These one-time funds will be used to support various initiatives with one-time expenditures (e.g., university integrations,
implementation of a new student information system; projected related to student success, diversity, equity, and inclusion;
workforce development; debt relief; and support for universities as they transition to sustainable operations.)
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The State System
Progress Report and Accountability Dashboard

As part of its compact with the people of this Commonwealth, and its commitment to ongoing transparency and accountability, the
Board of Governors undertakes to report annually on the State System’s impact as an engine of social mobility and economic
development, and on its efficient and effective operations.

The report is organized in the following sections:
Contributions to the state

Student access and enrolliment

Student affordability

Student progression and completion

University financial efficiency and sustainability

aRrONE

Reporting is also available from our "accountability dashboard" at passhe.edu, under the System Data tab.
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Section 1. Contributions to the state

Labor Force Data by County, Pennsylvania Counties:

The State System contributes significantly to the Annual Averages and Countywide Employment Impacts (2021)

Commonwealth in terms of:

e overall economic impact (including jobs created and
maintained),

¢ workforce development, and

e graduate earnings and return on investment.

Economic impact

According to a study conducted by Baker Tilly US, LLP in
2021, State System universities contributed $4 billion in
economic impact to Pennsylvania, representing $8.30 for
every one dollar of public funds expended on the State
System that year.

Overall, the State System employs more than 10,000 full-
time faculty and staff, and we estimate another 62,000
people are employed outside the universities as a direct
result of their existence. At that scale, the State System is
one of the larger employers in the state. The State
System’s universities—with few exceptions—are among the
largest employers in their communities, and often in their
counties (Figure 1).

Impacts are distributed geographically. The 90,000 enrolled
students and more than 800,000 System alumni who live
and work in every one of Pennsylvania’s 67 counties
comprise as much as 10 percent of the population in any
given legislative district (Figures 2-4).

Indiana University
Indiana County

County Employer
Ranking, 3

Kutztown

University
Berks County

County Employer
Ranking, 20

Shippensburg
University
Cumberiand

County

County Employer
Ranking, 29

Millersville

University
Lancaster
County

Slippery Rock
University
Butler County

County Employer
Ranking, 8

County
Employer
Ranking, 32

Clarion
University
Clarion
County
County
Employer

Ranking, 1 Lock Haven
University
Clinton County

Cheyney
Delaware

County Employer
Ranking, 4

Source: Center for Workforce Information & Analysis, State System Student Data

Warehouse

Figure 1

10



State System Alumni Density by County
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State System Alumni Density by PA Senate District
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Figure 3
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State System Alumni Density by PA House District
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Workforce development and social mobility

System universities work closely with employers in their regions in conjunction with data that project workforce demand to ensure
program relevance and identify and respond to new and emerging needs. During the 2020-21 academic year, for example, the
System implemented 23 new degree programs and 60 new certificate programs. Most of these new programs are in business, STEM
(science, technology, engineering, and mathematics), and education. During this same time, 37 degree programs and 11 certificate
programs were discontinued. Most of the discontinued programs were in languages, education, and philosophy.

Accordingly, State System universities have seen a pronounced increase in enrollments in programs identified as high-need areas
including STEM and healthcare-related programs. Business is the most popular field of study and accounts for about a fifth of
students who completed a bachelor’'s degree in the 2020-21 academic year. STEM and health professions programs are the next
most popular, accounting for 15% and 14% of graduates.

The shift towards STEM, healthcare-related programs, and business is evident in the new programs introduced by State
System universities over the past decade and is expected to continue. Figure 5 shows the increase in the resulting number of
awards conferred in these areas.



6%
Increase

3,913

3,691
II 2,476

2

Business

Number of Awards Conferred in Top Five Areas of Study
2010-11 to 2020-21

35%
Decrease
4,944
53%
Increase
3,800 41%
Increase

3,140 3,232

] I
AN ;L’\ AN fl\ AN ;L'\
10'\0 107*0 10\0 7,07*0 7,0'\0 1010
Health Professions STEM Education

Certificate Graduate mUndergraduate

Source: State System Student Data Warehouse, Annual Awards Conferred

Figure 5

23%
Decrease
1,714
1,322

?/0'\0”\'\ 10102’\

Parks/Recreation

Education also remains an important field of study. State System universities still produce the largest number of new teachers in the
state, although degrees conferred in education have declined.
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Alignment between educational programs and workforce need is also apparent in Figures 6 and 7, which focus respectively on
occupations with the greatest demand for employees and the highest enrolled programs of study offered at System universities.

The left-hand graph shows the 10 highest-demand general occupations in Pennsylvania ranked in terms of the number of new jobs
anticipated annually in Pennsylvania through 2028. The right-hand graph shows the most productive programs of study at the State
System in terms of the number of graduates in 2020-21. Gold bars represent areas where workforce demand and graduate
productivity are aligned. These data show opportunities for even greater alignment at the statewide level. More in-depth data are used
to drive programmatic decisions at the university level.

Top 10 Occupation Groups by Projected Annual
Job Openings to 2028: Jobs Typically Requiring a
Bachelor's Degree

Top 10 Programs of Study for State System
Bachelor's Degree Recipients, 2020-21

Business & Financial Operations Business
Management STEM
Sales & Related Health Professions
Education, Training & Library Education
Computer & Mathematical Psychology
Community & Social Services - Social Sciences
Architecture & Engineering Visual/Performing Arts
Arts, Design, Entertainment, Sports...- Parks/Recreation
Personal Care & Service . Protective Services
Life, Physical & Social Science . Communication

0 5,000 10,00015,00020,00025,00030,000 0 500 1,000 1,500 2,000 2,500 3,000 3,500

Source: PA Department of Labor & Industry, 2018-2028 Long-Term Projections Source: State System Student Data Warehouse

Figure 6 Figure 7



Workforce alignment is even more apparent at the graduate level than at the undergraduate level (Figures 8 and 9).

Top 10 Occupation Groups by Projected Annual
Job Openings to 2028: Jobs Typically Requiring
a Graduate or Professional Degree

Top 10 Programs of Study for State System
Graduate Degree and Graduate Certificate
Recipients, 2020-21

Education

Health Professions
Education, Training & Library

Business

Healthcare Practitioners & Technical
Public Admin

Management
STEM

Business & Financial Operations
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Life, Physical & Social Science

Psychology
oo [N

) Library Science
Computer & Mathematical

. . . Protective Services
Architecture & Engineering

Arts, Design, Entertainment, Sports & English Language
Media

o

500 1,000 1,500 2,000
0 2,000 4,000 6,000 8,000 10,000

Source: PA Department of Labor & Industry, 2018-2028 Long-Term Projections;  Source: State System Student Data Warehouse
based on occupations in O*NET Job Zone 5

Figure 8 Figure 9



At the sub-baccalaureate level (associate degree and certificate), workforce alignment also appears strong (Figures 10 and 11) but
is hard to assess given relatively weak data on non-degree and certificate programs. We expect to see significant improvement in
these areas as we expand non-degree programs that target high-demand employer and adult upskilling/reskilling needs.
Additionally, data collection efforts for non-degree programs are improving and we expect more visibility into both enroliment and
workforce alignment for non-degree credentials in 2022.

Top 10 Occupation Groups by Projected Annual
Job Openings to 2028: Jobs Typically Requiring
Vocational Training or an Associate's Degree

Top 10 Programs of Study for State System Associate's
Degree and Undergraduate Certificate Recipients,

2020-21
Office & Administrative Support Health Professions
Installation, Maintenance & Repair _ STEM
Healthcare Practitioners & Technical Protective Services _
Personal Care & Service _ Engineering Tech -
Healthcare Support Liberal Arts -
Education, Training & Library Foreign Languages -
Production [ Ethnic/Cultural [
Transportation & Material Moving - ViSuaI/Performing,_.
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Tight alignment between educational programs and workforce need shows up in graduates’ employment outcomes.

Ten years after graduating, bachelor’s degree recipients have average annual earnings of $57,000. While students graduating in
STEM earn somewhat more than those graduating in other fields, a good return on students’ investment in their State System
university education is available for all, irrespective of their program of study (Figure 12). State System universities are also an
engine of Pennsylvania’s workforce development. Fully 63 percent of all graduates are living and working in Pennsylvania ten years
after graduating. That figure is higher for graduates who initially enrolled as low income (Pell eligible) and in-state students, or who
transferred to a State System university from a Pennsylvania community college

And State System universities, finally, are powerful drivers of economic mobility. At 10 years after graduation, a graduate who enrolled
at a State System university from a low-income family was earning only about $9,000 less than graduates who initially enrolled from a
high-income family. The picture is largely the same when considering race ethnicity, for example, comparing salaries earned ten years
after graduation by under-represented minority students enrolling from low-income families to those earned by white graduates who
initially enrolled from high-income families.
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Together, the relative affordability of a State System university education (section 3), the high degree of alignment between
credentialing programs and workforce needs, and graduates’ success in the labor market ensure students receive an excellent return
on their investment in a State System education. This is demonstrated in Figure 13. It shows the net present value (NPV) of a
student’s investment in their State System university education after 10, 20, 30, and 40 years, as well as lifetime earnings compared
to those for a Pennsylvanian with no more than a high school diploma.

NPV is how much a sum of money invested today is worth in the future.

For higher education, this metric demonstrates what graduates get in terms of salary for their investment in a State System degree. It
considers the net price of attending a State System university and graduates’ salary outcomes. Forty years after graduation, a degree
holder would have earned $866,144 more than a person without a degree.

State System's Average Net Present Value

$866,144 On average, State System

4650 560 university graduates receive
a return of investment of
$388,307 $866,144 fOI’ty years after
graduating.
$68,113 I
—

10 year NPV weight 20 Year NPV Weight 30 year NPV Weight 40 Year NPV Weight

Source: Georgetown University Center on Education and the Workforce, A First Try at ROI: Ranking 4,500 Colleges, 2020. Systemwide averages created using
relative number of graduates from corresponding data.

Figure 13

21



Section 2. Student access and enroliment

Background and overview

After more than a decade of growth, student enroliments across the State System have declined by almost 26 percent since Fall
2010 (Figure 14) (and by more than 32 percent excluding West Chester University, which has grown steadily during the period). This
decline varies by university (Figure 19, p. 24) and compares to an overall decline of 1.7 percent at Pennsylvania institutions and a
decline of 2 percent in the universities’ national comparator groups.

COVID-19 accelerated the pace of enroliment decline. Its impacts on enroliment will be seen for several years in enrollment, retention,
and graduation trends.

Arresting declining enrollments, and reversing them, is critical if the State System is to deliver on its promise as an engine of
workforce development and social mobility for all of Pennsylvania. The dimensions of our enroliment decline are addressed in this
section and point to key opportunities that will focus efforts to reverse the overall trend.
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Composition of the Student Body

While enrollment has declined since 2010-11 (Figure 16), the composition of the student body remains stable with two notable
exceptions. The balance between undergraduate and graduate students, between in-state and out-of-state students, and between
traditional-age and adult students are largely unchanged.

Significant growth, meantime, has occurred in

the proportion of underrepresented minority

(URM) students (12.5 percent to 19.8 percent

and in the proportion of part-time students
(from 16 percent to 22 percent).

Fall Fall Fall
2010 2020 2021
Underrepresented
Minority 12.5% | 20.1% | 19.8%
Adult Learners 10.4% | 9.8% | 9.7%
Out-of-State 11.3% | 11.6% | 11.7%
Full-Time 84.1% | 78.9% | 78.2%
Figure 15
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Source: State System Student Data Warehouse, Fall Census
Note: Enroliments for 2012 forward include Clock Hour students for Indiana University of
Pennsylvania.
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Impacts of the pandemic are seen in the enrollment of URM, Pell-eligible and first-generation students. These declined more rapidly
than enrollments for the general population in Fall 2020 and Fall 2021.

Percentage of Fall Degree- or Certificate-seeking Percentage of Fall First-time Associate's or
Undergraduate Students who are Pell Recipients Bachelor's Degree-seeking Students who are
First Generation

42.2%

34.7% 34.4%

32.6% 33.9% 33.1%

Fall 2010 Fall 2019 Fall 2020 (preliminary) Fall 2010 Fall 2019 Fall 2020

Source: State System Student Data Warehouse, Annual Data Collection Source: State System Student Data Warehouse, Fall Census and ISIRs
Notes: Data is for fall entering students who completed a FAFSA.
Students are considered first generation if, on their official FAFSA,

Figure 17 neither parent reported an education level of 'college or beyond'.
Students who did not file a FAFSA, or for whom parent data was not
provided on the official FAFSA, are excluded.

Figure 18
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Fall Headcount Enroliment by University
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Enroliment decline is driven by a variety of factors including the rising price of education, the decline in the size of the high
school leaving population, and a strong economy that sees proportionally more people entering the workforce.

The rising price of education at the State System is directly related to the level of state funding, which is down $252 million (35
percent) from 2000-01 in inflation-adjusted dollars (Figure 20).
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At this funding level, Pennsylvania ranks 46" of 50 states in terms of public 4-year educational appropriation per student Full-Time
Equivalent (FTE) (Figure 21). Student tuition has increased consistently in response to the long-term pattern of state investment. The
result is that the proportionate burden borne by students for the cost of their higher education continues to rise (Figure 22).
Pennsylvania public 4-year institutions’ net tuition as a percent of total education revenue is ranked 9™ in the nation with an average
student share of 72 percent compared to the national average of 53 percent.
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These trends also hold when looking at both 2-year and 4-year public institutions in Pennsylvania. The proportion burden borne by
students for the cost of their higher education was 66 percent in 2020, compared to 47 percent in 1994.

Public FTE Enroliment and Funding per FTE
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Tuition increases have had a larger impact on the low- and middle- income students that State System universities have historically
served and that the state needs most to succeed to meet workforce development goals. This is evident in Figure 23, which shows
steeper enroliment declines for those students than for higher-income students. We are still working through Fall 2020 data to
determine what, if any, differential impact the pandemic had on the enrollment of students from lower-income families.

State System
Change in Fall In-State Degree/Cert-seeking Undergraduate
Headcount by Family Income Level
For those who completed the FAFSA and received any aid
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Demographic trends are also responsible for declining enroliments. Pennsylvania is at the tail end of a period of contraction in the
size of the high school-leaving population (2012-2020). After a period of modest growth (2020-2026), the number of high school
graduates in Pennsylvania is expected to decline precipitously by as much as seven percent by 2036 from the number of graduates in
2012 (Figure 24). This may further depress enroliment of “traditional” students (those entering university directly after high school),
who today represent almost 90 percent of all undergraduates enrolled at System universities.

Pennsylvania Public High School Graduates (Historic and Projected)
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Analytics May 27, 2021.
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While the change in the size of the high school leaving population will have an impact on enroliments, Figure 25 suggests it is
not the primary driver of the State System’s enrollment decline. Figure 25 demonstrates how university enroliments relate to
population trends in the counties from which they draw most of their students (“feeder counties”) for the period 2015-2020. Gray bars
show the percentage change in the universities’ enrollments during the period. Gold bars show the percentage change in the size of
the high school leaving population in the universities’ five feeder counties. Blue bars show the percentage change in the universities’
enrollment from their feeder counties.

Every State System university except for West Chester and Slippery Rock has lost more enroliments than can be explained by the
changing size of the high-school-leaving population (grey bar has a smaller value than gold bar). Indeed, every university except for
Bloomsburg, Cheyney, and Millersville has captured a larger share of high-school-leavers from its feeder counties (blue bar has a
higher value than the gold bar). Slippery Rock and West Chester universities are expanding beyond their regions (gray has a higher
value than the blue and gold bars) and have been successful in growing enrollments. California, Clarion, Edinboro, Indiana, and Lock
Haven are doubly challenged trying to expand beyond their region while drawing from regions where the size of the high school
leaving population is shrinking.
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System Five-Year Change (Fall 2016 to Fall 2021) in Percent Enroliment Compared to Five-Year
Percent Change in HS Graduates of Top 5 Counties by Enroliment
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Responding to access and enroliment challenges
To continue their historic contribution to Pennsylvania’s workforce development needs, State System universities will need to:

o shift slightly towards graduates the balance that currently exists between graduate and undergraduate students (the
economy of 2030 requires 15 percent more master's and 8 percent more bachelor's);

o grow the proportion of adult students, especially after 2026 when the high school leaving population is projected to
commence a prolonged period of contraction;

e enroll and graduate proportionately more low- and middle-income, community college transfer, and underrepresented
minority (URM) students — student groups where there will continue to be growth opportunities, especially amongst those
who are “college ready” but currently not college bound; and

o enroll students who are seeking to re-skill and upskill with non-degree credentials.

Taking advantage of these enrollment opportunities will require the State System to adjust its educational programming (notably by
expanding into non-degree credentials), enhance fully-online delivery options (for students who are unable or don’t want to engage in
an on-campus educational experience), and shore up traditional pipelines through which students flow into universities from high
schools and community colleges.

State System universities have made significant progress in several of these areas as represented below.

Progress, for example, is evident with the enroliment gap between (URM) students and non-URM students (Figure 26). In fall of
2020 and 2021, URM students made up 20 percent of the student body, compared with 16 percent in the general population and 10
percent in State System employees (Figure 27). Tracking demographic projections, it is estimated that the non-white population
proportion will remain relatively flat through 2028, at which point it will begin again to grow.
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While the System has made progress closing enrollment gaps defined by race/ethnicity, Figure 28 shows the gap between lower- and
higher-income students is growing. Since 2014, enrollments increased 10 percent for students of families with income greater than
$110,000 and decreased 24 percent for students of families with income less than $110,000.

In fall of 2014, undergraduate students of families with income less than $110,000 represented 76 percent of the student population,
whereas in fall of 2018 they represented 70 percent of the population.

Ensuring attendance at a State System university is affordable is essential if we are to reverse their declining enroliments — a subject
taken up in Section 3.

State System
Fall In-State Degree/Certificate-seeking Undergraduate
Headcount by Family Income Level
For those who completed the FAFSA and received any aid
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Adult learners (defined as students over the age of 24) represent one-fifth of the State System universities’ student enroliment. This
has remained steady for nearly a decade (Figure 29). Fall 2020 and 2021 adult learner enroliments are, proportionally, the highest in
State System history. This is better than the national picture where adult enroliments have declined by 13 percent over the same
period. During the next five years, we expect the number of adult students to grow, reflecting programmatic shifts that target adult
reskilling and upskilling needs.
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Growing transfer enroliments is a priority for State System universities. Given the lower student tuition that applies at community
colleges, transfer is a critical means of providing affordable pathways to and through postsecondary education. It is also an important
means of diversifying the student body. Additionally, transfer students are high performing. They do as well or better than native
freshmen in terms of graduation rates. Yet transfer student enroliments have declined 25.7 percent since 2015 across all State
System universities, with declines from all types of transferring institutions as shown in Figure 30. In 2015, new transfers represented
26.2 percent of total new undergraduate enroliments. In 2021, they only represent 23.7 percent. Since fall of 2010, PA Community
College Transfers have declined at a rate less than that of total community college transfers; however, the number of transfers has
accelerated in the past five years.

Fall Transfer Enrollment, by University Sector 2016-2021
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Students who take credit-bearing college courses while still in high school do demonstrably better than those who do not, enrolling in
and graduating from college at higher rates. Such programs also improve student affordability (students who participate in them
accumulate credits toward their college degree at a lower per-credit cost) and help diversify the student body. While early college high
school programs are still relatively small, they are growing significantly and will continue to do so as part of student affordability and
student success efforts (Figure 31).
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Online enroliments have increased 18 percent from 2015-16 to 2019-20 (Figure 32). Over 90 percent of State System students
enrolled in an online course in 2020-21, due to the pandemic. Each of the State System universities has increased its online
enrollments since 2015-16.

Percentage of Students Enrolled in at Least One Distance Education Course During the Year
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Enrollment in short-term certificate programs (less than 2 years) and nondegree credit-bearing courses has increased by 27
percent since fall of 2016 (Figure 33). Degree-seeking students (associate, bachelor’s, master’s, or doctoral) who also enroll in a
supplemental certificate program as a second or third major are not included (their enroliments are counted with all degree-seeking
students). Degree-seeking students do pursue certificates in conjunction with their degrees. Their numbers have risen since fall of
2016 by over 70 percent, to over 880 students.

Certificate and Nondegree Students Enrolled in Credit Bearing Courses
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Section 3. Student affordability

State System universities are still the most affordable postsecondary option in Pennsylvania. Ensuring they remain affordable is
critical to continuing service to low- and middle-income students and to meeting state social mobility and economic development
needs.

The net price of attending a university or college is the largest single impediment to postsecondary participation in Pennsylvania,
particularly for the low- and middle-income students that State System universities disproportionately serve and whose
postsecondary participation the state disproportionately relies upon to eliminate its talent gap.

State System universities are adopting a portfolio approach to student affordability and showing progress in key areas. Work
managing operating costs (section 5) creates opportunities to curtail price increases. Work improving student progress towards their
degrees (section 4) and supporting community college transfer and high school dual enroliment options (section 2) supports student
affordability directly. So do strategic approaches to setting rates for tuition, fees, room, and board, and efforts to increase the amount
of aid that universities make available to students (reported in this section). The State System Board of Governors has frozen tuition
beginning in fall of 2019 through fall of 2021, in an unprecedented move to help stall the narrowing gap in affordability between the
State System and the next affordable option in the state. However, these efforts, along with increases to institutional aid are not
sustainable without additional support from the state.

The universities’ success, however (the success of public higher education nationally), depends heavily on public support in the form
of annual appropriations made directly to State System universities and/or grants, scholarships, or other financial awards made
directly to students.

As noted in Section 2, Pennsylvania ranks 46" of 50 states in terms of public 4-year educational appropriation per student Full-Time
Equivalent (FTE) (Figure 34). Additional data from the State Higher Education Executive Officers Association (SHEEO) lists
Pennsylvania as ranked 9" in net tuition per FTE, with the average student share of education revenue at 72 percent. The combined
trends make Pennsylvania one of the least affordable states with respect to higher education.
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The average net price includes the cost of attendance (typical tuition, mandatory fees, room, board, books, supplies, and other
allowable expenses) minus average grants (all financial aid to the student from federal, state, local or institutional sources including
need-based and merit-based awards) for fall first-time, full-time, in-state, undergraduate students.

Through the portfolio approach described above, the State System has stalled (even begun slightly to reverse) the upward trajectory
in students’ net price. It has gone from an annual average increase of 3.9 percent from 2010-2018 to a negative increase percent
change from fall 2018 to fall 2019 (Figure 35).

Average Net Price Cumulative Change from 2010-11 to 2019-20
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Despite the good news on student net price of attendance, the gap between the State System and the next most affordable higher
education options in the state continues to narrow, as shown in Figure 36. For comparative purposes, and to show how relatively
expensive public higher education is in Pennsylvania, the Figure includes net price of attendance for students in contiguous states
who attend a comparable in-state four-year public university.

Percentage
Average net Price (Cost of Change from
‘Atton dgance i %Verage 2010-11 2015-16  2016-17 | 2017-18 = 2018-19  2019-20 2015{ 1 o
Grants) 2019-20
State System $13,941 $16,966 $17,894 $18,226 $18,448 $18,250 30.9%
PA State Related $15,904 $17,374 $17,907 $19,299 $19,924 $19,021 19.6%
PA 4 Year Private $22,077 $24,508 $24,939 $25,351 $25,507 $26,064 18.1%
National 4 Year Public $10,464 $12,126 $12,412 $12,463 $12,512 $12,780 22.1%
PA 4 Year Public $15,364 $17,362 $17,958 $19,060 $19,238 $18,879 22.9%
DE 4 Year Public $10,187 $11,706 $12,374 $12,459 $13,017 $14,030 37.7%
MD 4 Year Public $13,519 $14,835 $15,858 $15,996 $16,929 $16,325 20.8%
NJ 4 Year Public $13,711 $15,237 $15,876 $16,628 $17,051 $18,016 31.4%
NY 4 Year Public $10,288 $12,015 $11,773 $11,579 $11,715 $12,375 20.3%
OH 4 Year Public $11,649 $11,541 $11,429 $10,841 $11,378 $11,728 0.7%
WV 4 Year Public $8,997 $9,421 $9,313 $10,203 $10,112 $10,903 21.2%

Source: Integrated Postsecondary Education Data System (IPEDS)

Notes:

Cost of Attendance includes tuition, fees, room, board, books and supplies, and other expenses, as budgeted by the financial aid offices.

Average Grants--All "free" financial aid to the student (from federal, state, local, or institutional sources); that which does not need to be repaid. Includes need-
based and merit-based awards, such as Pell grants, PHEAA grants, scholarships, waivers, tuition discounts, etc.

Room and board costs are weighted in IPEDS' calculation based on number of students reported in each housing status (on-campus, off-campus not with family,
off-campus with family).

For public institutions - data is for full-time, first-time, degree/certificate-seeking undergrads paying the in-state or in-district tuition rate that received federal, state,
local, or institutional grants or scholarships. For private institutions - data is for all full-time, first-time, degree/certificate-seeking undergrads (private not-for-profit
institutions and institutions reporting cost of attendance by program) that received federal, state, local, or institutional grants or scholarships.

System and State data are straight averages of IPEDS' calculated average net price.

Figure 36
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Total price includes tuition, fees, room, and board (does not include allowances for other expenses or take grant aid into account).
The total price varies across the State System universities owing to different structures for tuition, student fees, and room and board
(which vary within a university, depending on the housing and dining options students choose). Figure 37 shows price variation by
university. The gray area reflects the price range for on-campus, in-state undergraduate students, based on the housing and dining
options they choose.

2021-22 Price of Attendance by University
For Typical New In-State Undergraduates Living On Campus
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Federal, state, and institutional grant aid helps students offset the price of attendance, but the availability of aid has not kept pace with
the rising price of attendance. Figure 38 represents the gap between the price of attendance and any grant aid a student receives.
Grant aid includes grants, scholarships, and other monetary awards a student receives that do not need to be repaid.

The impact of tuition freezes and increased institutional aid are responsible for the stalled upward trajectory in the price of attendance.

History of Price of Attendance with Average Federal, State, and Institutional Grants

For Typical New In-State Undergraduate Living on Campus
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Sources: Costs - State System Student Data Warehouse, Annual Data Collection; Grants - Integrated Postsecondary Education Data System (IPEDS)
Notes: Tuition is the standard tuition as approved by the Board of Governors. Room and Board rates are average of most common university rates. Average

grants include federal, state, local, and institutional grants scholarships, and waivers.

Figure 38
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Lower-income students receive more grant aid and have a lower net average price of attendance than higher-income students
(Figure 39).

Pennsylvania's State System of Higher Education
2019-20 Average Net Price vs Average Grant Aid,
by Family Income Level
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Source: Integrated Postsecondary Education Data System (IPEDS)
Notes: Data is for first-time, full-time, degree/certificate-seeking PA resident undergraduate students who received any Title IV financial aid.
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Despite this, overall increases in the net price of attendance have hit low- and middle-income students hardest (Figure 40). Students
from the two lowest income groups have seen the highest percentage increase in their net price as a percentage of family income, a
four to six percent increase in the past five years. These students make up a majority (over 70 percent) of total undergraduate
enrollments at State System universities.

Pennsylvania's State System of Higher Education
Net Price as Percent of Family Income
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Source: Integrated Postsecondary Education Data System (IPEDS)
Notes: Data is for first-time, full-time, degree/certificate-seeking students paying the in-state tuition rate, who received any Title IV federal financial aid. Net Price is
the total of tuition, fees, room, board, books and supplies, and other expenses, less the average federal, state, local, or institutional grant or scholarship aid.

Figure 40
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Institutional aid is money that universities take from operating budgets, donor gifts, and other sources, and distribute to students as
grant aid in order to reduce their total price of attendance.

State System universities fall behind public four-year universities nationally in terms of the proportion of their students who receive
institutional aid and the average amount of aid distributed to each student (Figures 41 and 42). While State System universities have
distributed aid dollars to a growing proportion of students in recent years, the average aid per student has declined except for the
most recent two years of data (Figure 42). As elsewhere, there is considerable variation between universities (Figure 41).

State System universities are addressing this challenge by increasing the amount of institutional aid that they make available to

students (e.g., prioritizing scholarship funds through donor support and enabling growth of need-and merit-based institutional aid
programs through policy updates). Institutional aid has increased from $74K annually in 2019-20 to over $100K annually in 2021-22.
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Pennsylvania's State System of Higher Education
2019-20 Average Institutional Aid for First-time, Full-time Undergraduate Students
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Need is Cost of Attendance (tuition, fees, room, board, and allowances for books and supplies, transportation, and miscellaneous
expenses) minus Expected Family Contribution (the amount a student is expected to pay for their education as calculated based on
a student’s completed Free Application for Federal Student Aid (FAFSA) form. Need is met by students in a variety of ways, including
through grants and scholarships, loans, on-campus work study, off-campus employment, tax credits, and private support.

Because price of attendance has grown more rapidly than available aid and average family income, need has grown, driving greater
reliance on student loans (Figure 44).

Loan debt for State System university graduates is high compared to other public universities outside of Pennsylvania, reflecting low
overall state support and resulting in high net price of attendance. Despite this, the overall student default rate of 5.8 percent is lower
than the national average (7.3 percent) and indicates that graduates are employable, getting good jobs that enable them to pay back
their debt.

Several universities have experienced variances in most recent data due to increasing data quality efforts at their institutions and
changes in tuition pricing models.
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Pennsylvania's State System of Higher Education
Average Debt of Graduates, by University, 2011 - 2020

2011 2015 2016 2017 2018 2019 2020

Most Recent

dlrieisty Graduates | Graduates Graduates Graduates | Graduates | Graduates Graduates 6201 &) Leer
efault Rates

Bloomsburg $25,321 $33,122 $36,915 $35,407 $36,908 $38,013 $38,663 5.6%
California $24,251 $27,998 $25,683 $26,242 $27,381 $33,715 $40,272 5.9%
Cheyney DNR DNR DNR DNR DNR DNR DNR 11.3%
Clarion DNR $26,276 $33,346 $35,277 $36,800 $35,054 $37,373 6.6%
East Stroudsburg $22,333 $30,123 $28,500 $24,182 $33,213 $30,182 $34,726 7.9%
Edinboro DNR $35,140 $36,041 $35,720 $36,041 $42,694 $42,694 5.7%
Indiana $32,416 $36,514 $36,514 $39,929 $39,284 $41,222 $43,778 7.0%
Kutztown $25,250 $37,011 $39,230 $40,084 $40,864 $40,592 $41,154 6.3%
Lock Haven $23,707 $31,806 $34,192 $34,863 $36,662 $23,490 $22,325 7.6%
Mansfield $23,216 $35,928 $41,816 $36,624 $35,116 $42,457 $42,015 8.3%
Millersville $28,444 $33,874 $29,481 $31,476 $31,098 $32,815 $32,974 4.3%
Shippensburg $24,818 $31,436 $33,673 $33,839 $34,162 $37,130 $36,594 4.8%
Slippery Rock $28,810 $32,039 $33,303 $34,300 $35,322 $37,450 $36,817 4.6%
West Chester $27,689 $32,031 $33,814 $34,160 $35,464 $36,469 $37,100 3.4%
State System $26,023 $32,561 $34,039 $34,008 $35,255 $36,253 $37,422 5.8%
State Related $27,977 $37,787 $37,899 $38,703 $37,442 $38,006
State 4 Year Private $30,004 $33,611 $35,512 $36,392 $35,028 $36,798
PA State Average (All
4 Year Public and $30,025 $34,798 $35,759 $36,854 $37,061 $39,027 $39,375
Private, Not-for-Profit)

Sources: Student loan debt — The Institute for College Access & Success. College Insight, https://college-insight.org. Student debt and undergraduate financial aid
data are licensed from Peterson’s Undergraduate Financial Aid and Undergraduate Databases, 2020 Peterson’s LLC, all rights reserved. All data may be
reproduced, with attribution, subject to restrictions under this Creative Commons license: https://creativecommons.org/licenses/by-nc-nd/3.0/. Student loan default
rates - US Department of Education (https://www2.ed.gov/offices/OSFAP/defaultmanagement/cdr.html)

Figure 44
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Section 4. Student progression and completion

Ensuring that more students who enroll in a State System university actually complete and receive their degrees is a critical strategy
in meeting the state’s workforce development needs. Indeed, we estimate that we can deliver as many as a third of the additional
bachelor's degrees required (as many as 700 additional per year), by focusing attention here. Additionally, the data presented in
these pages demonstrate that State System universities have the necessary capabilities and are already beginning to bend in a
promising direction, the most rigid of trend lines.

Students’ educational outcomes are measured in terms of their progression to and completion of a credential. Presently, data are
available for undergraduate degree-seeking students, who make up 81 percent of State System university enrollments. Additional
educational outcomes data on students seeking graduate degrees, certificates and non-degree credentials are being developed and
will be presented in the future.

Data are “disaggregated” to show outcomes for different student groups defined in terms of their race/ethnicity, income, etc. By
disaggregating data, it is possible to identify and advance initiatives that eliminate attainment gaps between different groups. Of key
concern are the attainment gaps that exist between white and non-white students and, to a lesser extent between students from lower
and higher-income backgrounds, respectively. The System's launch of the Diversity, Equity, and Inclusion (DEI) Dashboard and the
expansion of this section of the accountability report seek to illuminate those gaps, focus efforts to eliminate them and hold ourselves
publicly accountable for progress. Through System Redesign, these efforts, and others that are intended to improve student outcomes
generally, are being accelerated and we expect to see their impacts showing up in these pages.
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Student retention measures the proportion of students who persist from their first to their second year—an important indicator of their
likelihood of completing a degree. Systemwide, around 78.5 percent of first-time, full-time bachelor’'s degree-seeking students are
retained, compared to 82.4 percent for comparator institutions nationally (Fall 2019 cohort returning in Fall 2020).

Figure 45 shows that the State System universities retain students at a higher rate than their bachelor’s, master’s, and doctoral
comparators but behind the average for all national 4-year public universities.

Second-year Retention Rates by Comparator Universities
Fall First-time, Full-time, Bachelor's Degree-seeking Students, by Cohort Year
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Source: Source: State System Data - State System Student Data Warehouse, Fall Census; Comparator data - Integrated Postsecondary Education Data
System (IPEDS)

Notes: State System is System rate, which includes intra-System transfers. Comparator Data is weighted by institution size. Comparison groups are
Public, 4 year or above, Degree granting institutions, grouped by Carnegie Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges:
Arts & Sciences, Diverse Fields, Mixed Baccalaureate/Associate’s. Doctoral comparator group includes Doctoral/Professional Universities only. Beginning
with the collection of 2021-22 data, Indiana and West Chester will be classified in the Doctoral High Research Carnegie Classification.

Figure 45
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Figures 46 and 47 show that retention rates at many State System universities were steadily increasing in recent years, but declined
for students enrolling in fall 2020, undoubtedly because of the pandemic. Despite this setback, improved student retention will remain
a priority for State System universities in the years ahead.

Pennsylvania's State System of Higher Education
Second-Year Persistence Rates
Fall First-time, Full-time, Bachelor's Degree-seeking Students, by Cohort Year
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Pennsylvania's State System of Higher Education
Second-Year Persistence Rates of First-time, Full-time, Bachelor's Degree-seeking Students

Fall Fall Fall Fall Fall Fall Fall Fall Fall Fall Fall 2020

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019  (Preliminary)
Bloomsburg 80.3% | 78.4% | 80.6% | 78.5% | 76.6% | 755% | 73.5% | 722% | 74.0% | 77.1% 75.3%
California 73.7% | 78.0% | 79.5% | 76.6% | 76.7% | 723% | 73.4% | 714% | 72.5% | 70.0% 66.6%
Cheyney 45.0% | 64.5% | 54.3% | 55.1% | 44.1% | 65.0% | 55.8% | 36.9% | 70.3% | 56.3% 62.4%
Clarion 70.2% | 70.6% | 75.7% | 74.5% | 73.7% | 73.9% | 741% | 735% | 74.7% | 77.2% 74.9%
East Stroudsburg 784% | 70.5% | 71.3% | 73.8% | 72.0% | 721% | 69.8% | 69.5% | 67.0% | 71.1% 66.8%
Edinboro 73.9% | 68.6% | 72.3% | 70.0% | 69.8% | 69.9% | 66.0% | 73.3% | 71.3% | 741% 70.9%
Indiana 744% | 752% | 734% | 74.5% | 756% | 74.6% | 71.6% | 70.6% | 723% | 721% 71.3%
Kutztown 773% | 71.4% | 729% | 73.5% | 72.7% | 72.9% | 73.7% | 744% | 74.2% | 77.4% 77.6%
Lock Haven 68.8% | 71.0% | 70.2% | 68.3% | 70.0% | 73.1% | 70.2% | 64.6% | 67.5% | 73.2% 69.4%
Mansfield 73.0% | 716% | 719% | 74.8% | 76.3% | 721% | 70.8% | 71.5% | 73.0% | 78.4% 70.4%
Millersville 80.8% | 79.1% | 811% | 76.7% | 76.5% | 77.3% | 77.4% | 75.0% | 77.4% | 75.5% 75.2%
Shippensburg 70.5% | 68.1% | 714% | 73.9% | 69.4% | 744% | 70.7% | 723% | 75.0% | 77.4% 67.7%
Slippery Rock 812% | 81.2% | 824% | 81.6% | 83.3% | 82.6% | 81.1% | 80.9% | 83.3% | 82.8% 81.8%
West Chester 86.1% | 85.4% | 87.4% | 87.9% | 87.9% | 858% | 851% | 84.6% | 85.5% | 85.0% 84.8%
System 78.0% | 77.4% | 784% | 78.4% | 781% | 78.0% | 76.6% | 74.2% | 76.1% | 78.5% 76.3%

Source: State System Data Warehouse, Fall Census

Figure 47
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Universities have been making progress in closing the gaps that exist between underrepresented minority (URM) and non-URM
students and between Pell recipient and non-Pell recipient students. However, this progress was stalled by the pandemic. (Figures 48
and 49).

Second-Year Persistence Rates of Fall Non- Second-Year Persistence Rates of Fall Non-Pell
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Source: State System Student Data Warehouse, Fall Census their entering term

Notes: Non URM includes White, Asian, and Native Hawaiian or Other
Pacific Islander. URM includes American Indian or Alaska Native, Black or
African American, Hispanic, and Two or More Races. Data excludes
Nonresident Alien and Race Unknown.
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The State System six-year graduation rate for first-time, full-time students is 60 percent (Figure 50). That figure is below the
average for comparable universities nationally at 63 percent (Fall 2014 cohort of students graduating by 2020). Although there has
been very little movement in the six-year graduation rate, the four-year graduation rate has increased by seven percent from
students graduating in 2010 to 2021. Additionally, preliminary data for the current year show a slight increase to the six-year
graduation rate to 61 percent. There is variance within universities with over half of the System universities having seen modest
improvement (Figure 51).

At the same time, universities in our national comparator groups have significantly improved their graduation rates and are catching
up to the System's average overall. As with retention, improving graduation rates for all our students is a major priority for System
Redesign and we are optimistic given recent improvement in student persistence.

Six-year Graduation Rates by Comparator Universities
Fall First-time, Full-time, Bachelor's Degree-seeking Students, by Cohort Year
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Source: Source: State System Data - State System Student Data Warehouse, Annual Data Collection; Comparator data - Integrated Postsecondary Education
Data System (IPEDS)

Notes: State System is System rate, which includes intra-System transfers. Comparator Data is weighted by institution size. Comparison groups are Public, 4 year
or above, Degree granting institutions, grouped by Carnegie Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges: Arts & Sciences,
Diverse Fields, Mixed Baccalaureate/Associate’s. Doctoral comparator group includes Doctoral/Professional Universities only. Beginning with the collection of
2021-22 data, Indiana and West Chester will be classified in the Doctoral High Research Carnegie Classification.

Figure 50
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Pennsylvania's State System of Higher Education

Six-year Graduation Rates of First-time, Full-time, Bachelor's Degree-seeking Students

Fall 2010 Fall 2011 Fall 2012 Fall 2013 Fall 2014 (Pﬁ:llilrﬁﬁgiy)
Bloomsburg 61.8% 58.0% 59.6% 59.9% 57.5% 59.4%
California 53.8% 54.7% 54.1% 50.0% 50.4% 48.4%
Cheyney 15.9% 25.6% 15.2% 26.2% 27.1% 41.0%
Clarion 50.0% 51.6% 55.9% 53.9% 56.5% 57.7%
East Stroudsburg 57.3% 48.1% 49.8% 52.2% 50.4% 48.6%
Edinboro 48.8% 47.9% 51.9% 49.0% 50.0% 49.7%
Indiana 54.0% 55.9% 55.8% 55.6% 54.4% 56.8%
Kutztown 54.8% 53.1% 54.6% 54.1% 52.1% 53.9%
Lock Haven 48.0% 54.8% 54.1% 53.7% 50.6% 54.1%
Mansfield 54.0% 55.1% 50.7% 53.8% 56.6% 54.2%
Millersville 61.1% 61.7% 60.1% 56.5% 56.3% 56.7%
Shippensburg 56.1% 51.5% 52.6% 58.4% 51.4% 58.0%
Slippery Rock 68.3% 66.1% 66.6% 67.8% 69.0% 68.4%
West Chester 70.1% 72.6% 74.7% 76.7% 75.4% 72.8%
System 59.4% 59.9% 60.5% 60.8% 59.9% 61.0%

Source: State System Student Data Warehouse, Annual Data Collection

Figure 51
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Variation in graduation rates exists across student groups as well as between universities.

As is typical nationally, transfer students are more successful in completing their degrees than those who begin as freshmen at a
Pennsylvania State System university (Figure 52). Here, too, the State System performs at or above the national averages for

comparator institutions. At the same time, transfer graduation rates have been remarkably stable at a time when they are improving

across higher education in general.

Six-Year Graduation Rates
Annual Cohort of New First-time and Transfer Students
Entering the University in 2007-08 and 2012-13
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comparator group includes Doctoral/Professional Universities only. Beginning with the collection of 2021-22 data, Indiana and West Chester will be classified
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Similar to trends in retention rates, with respect to underrepresented minorities (URM), State System universities had been making
progress. However, this progress was stalled during the pandemic. Graduation rates had improved for students graduating by 2019
but had declined slightly for students graduating by 2020. (Figures 53 and 54). A similar trend is apparent with respect to attainment
gaps between Pell recipients and non-Pell students (Figures 55 and 56).

Compared with national trends, State System universities do not perform as well with URM and Pell-recipient students. However,
because the overall graduation rates are higher at State System universities, the gaps between URM and non-URM and Pell recipient
and non-Pell recipient students are larger for State System universities. Closing these gaps, and improving graduation rates for all
students, is one of the most important goals of System Redesign.

Six-year Graduation Rates of URM
First-time, Full-time, Bachelor's Degree-seeking Students, Fall Cohort
by Comparator Universities
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Source: State System Data - State System Student Data Warehouse, Annual Data Collection; Comparator data - Integrated Postsecondary Education Data
System (IPEDS)

Notes: Non URM includes White, Asian, and Native Hawaiian or Other Pacific Islander. URM includes American Indian or Alaska Native, Black or African
American, Hispanic, and Two or More Races. Data excludes Nonresident Alien and Race Unknown.. State System is System rate, which includes intra-
System transfers. Comparator Data is weighted by institution size.
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Six-year Graduation Rates of Non-URM and URM
First-time, Full-time, Bachelor's Degree-seeking Students by Comparator Universities
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Source: State System Data - State System Student Data Warehouse, Annual Data Collection; Comparator data - Integrated Postsecondary Education Data
System (IPEDS)

Notes: Non URM includes White, Asian, and Native Hawaiian or Other Pacific Islander. URM includes American Indian or Alaska Native, Black or African
American, Hispanic, and Two or More Races. Data excludes Nonresident Alien and Race Unknown.. State System is System rate, which includes intra-
System transfers. Comparator Data is weighted by institution size.
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Six-year Graduation Rates of Pell Recipient
First-time, Full-time, Bachelor's Degree-seeking Students, Fall Cohort
by Comparator Universities
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Source: State System Data - State System Student Data Warehouse, Annual Data Collection; Comparator data - Integrated Postsecondary Education Data
System (IPEDS)

Notes: Pell Recipient indicates that the student received a Pell grant in their entering term. State System is System rate, which includes intra-System transfers.

Comparator Data is weighted by institution size. Comparison groups are Public, 4 year or above, Degree granting institutions, grouped by Carnegie
Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges: Arts & Sciences, Diverse Fields, Mixed Baccalaureate/Associate’s. Doctoral
comparator group includes Doctoral/Professional Universities only. Beginning with the collection of 2021-22 data, Indiana and West Chester will be classified in
the Doctoral High Research Carnegie Classification.

Figure 55
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Six-year Graduation Rates of non-Pell and Pell Recipient
First-time, Full-time, Bachelor's Degree-seeking Studentsby Comparator Universities
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Source: State System Data - State System Student Data Warehouse, Annual Data Collection; Comparator data - Integrated Postsecondary Education Data
System (IPEDS)

Notes: Pell Recipient indicates that the student received a Pell grant in their entering term. State System is System rate, which includes intra-System transfers.
Comparator Data is weighted by institution size. Comparison groups are Public, 4 year or above, Degree granting institutions, grouped by Carnegie
Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges: Arts & Sciences, Diverse Fields, Mixed Baccalaureate/Associate’s. Doctoral
comparator group includes Doctoral/Professional Universities only. Beginning with the collection of 2021-22 data, Indiana and West Chester will be classified in
the Doctoral High Research Carnegie Classification.
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Completion data include the number of all awards (doctoral, master's, bachelor's, associate, and certificates) for each academic
year. It does not include (at this time) non-credit/workforce-aligned credentials. The data reflect the declining enroliment of
bachelor-seeking students, and the universities’ growing reliance on students seeking other types of credentials,
including certificates and doctoral awards. Many State System students earn a certificate in addition to their degree. All degrees
and certificates earned by students are included in annual award counts in Figure 57 below.
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Here too, there are gaps between URM and non-URM students. Additionally, State System Universities lag behind the national
comparator groups in terms of the proportion of overall degrees conferred on underrepresented minorities. Given the universities’
relative success in growing URM enroliment, these data point to the need to substantially improve URM student persistence and
graduation rates. And, once again, underscore the importance of System Redesign (Figure 58).

Pennsylvania's State System of Higher Education
Percentage of Total Degrees Conferred for
Underrepresented Minorities, by Comparator Universities

50%
40%
30%
20%
10%
OOA) .
System Master's Comparison Bachelor's Comparison Doctoral Comparison National 4 Year Public
Group Group Group

m2010-11 2019-20 2020-21

Source: Integrated Postsecondary Education Data System (IPEDS)

Notes: Comparator Data is weighted by institution size. Comparison groups are Public, 4 year or above, Degree granting institutions, grouped by
Carnegie Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges: Arts & Sciences, Diverse Fields, Mixed
Baccalaureate/Associate’s. Doctoral comparator group includes Doctoral/Professional Universities only. Beginning with the collection of 2021-22 data,

Figure 58
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Section 5. University financial efficiency and sustainability

The State System’s FY 2021-22 budget, totaling $2.4
billion, is distributed as follows: $1.6 billion in educational FY 2021-22 System Budget
and general (E&G) enterprises (all activity associated with
instruction, student support services, and associated
administrative and facilities operations), $0.3 billion in
auxiliary enterprises (self-supporting activities such as
housing, dining and student unions), and $0.4 billion in
restricted (funds for which uses are restricted by the
provider) (Figure 59).

Restricted
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Auxiliary
$.3 Billion

Educational
and
General
$1.6 Billion

Source: State System Budget Reports

Figure 59

67



Educational and General (E&G)

The E&G budget is funded by student tuition and fees (59.4 percent), state appropriations (29.3 percent), and other miscellaneous
sources (11.3 percent) (Figure 60), which includes one-time federal coronavirus relief.

Seventy-two percent of the E&G budget is spent on personnel-related expenditures, followed by other operating cost categories such
as services and supplies (24 percent) and capital and transfers (3 percent). Transfers reflect universities’ investment in the renewal
and replacement of their physical plant from the E&G budget (Figure 61). The overall expenditure allocation is little changed since
2010 (Figure 62).

The proportional expenditure by functional categories, e.g., FY 2021-22 E&G Expenditure Budget
instructional and academic supports, student services, etc., E&G Budget: $1.6 Billion
is also fairly stable since 2010. i *

y Cap|taI/:')I)'or/?nsfers 799% of E&G

FY 2021-22 E&G Revenues expenditures
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Supplies benefits
Other 24%
Sources

11%
Salaries &
Wages

Benefits 49%

State 23%
Appropriations
29%
Tuition and

Fees

59%

Source: State System Budget Reports

*Capital/Transfers represents annual commitments to renewal and replacement of
the physical plant from the E&G budget; excludes Commonwealth capital funding
and Key '93 funds for deferred maintenance.

Source: State System Budget Reports
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($ in Millions)

$1,800

$1,600

$1,400

$1,200

$1,000

$800

$600

$400

$200

$0

$1.5B
$122

$252

$300

2010-11

Pennsylvania's State System of Higher Education
History of Educational & General Expenditures

$1.5B  $1.5B

$1.4B
$155 $108

$142
- $257 $256
ssoz 9324 9399
$766 $786 $795

201112 2012-13 2013-14 2014-15

m Salaries and Wages

Source: System Financial Statements

Figure 62

$1.5B

$95

$239

$366

$1.5B  $1.5B
$96 $61
$248 $254
$390  $3%

$1.6B $1.6B $1.5B
$90 $80 $37

$272 $277 $260

$398 $401 $402

$1.5B

$15
$252

$377

Benefits

2015-16  2016-17

Operating

2017-18 2018-19 2019-20

Capital and Transfers

2020-21

69



In response to enroliment declines and the long-range pattern of state support, State System universities have implemented
efficiencies to minimize the upward pressure on students’ net price of attendance. Together, they have eliminated nearly $400 million
in expenditures from their combined operating budgets over the last 14 years and reduced the number of annual FTE employees by
about 1,700 since 20010-11.

Still, revenues declined faster than costs, impacting the State System’s overall financial health.

In response, in 2019 the State System required that universities operate in financially sustainable ways, acting as all families do in
this Commonwealth, spending no more than they earn. The System’s Sustainability Policy rests on four key financial health
measures and associated requirement that universities maintain threshold targets in all but one of them (i.e., enroliments). The four
measures are annualized student FTE enroliment, annual operating margin ratio, primary reserve ratio, and university
minimum reserves. Universities also began tracking key efficiency measures, including expenditure per student and student-faculty
ratio, since these are primary drivers of an institution’s financial health.

These measures, presented in the following pages, demonstrate the significant progress that has been made stabilizing the State

System financially. There is more work to be done, to be sure, but the Sustainability Policy and associated accountabilities ensure
that the System has the tools to live up to its commitment — living within its means and not burdening students with price increases
that are driven by cost overruns.

Annualized Student FTE Enrollment (Figure 63) represents impact on revenues from tuition, fees, and room and board as
collected from students, and is the key revenue driver for State System universities.

Universities set and agree upon enrollment goals with the Chancellor and present them to the Board of Governors for approval as
part of their budget estimates. Universities are not required to increase enroliment (there are good educational and business reasons
to maintain or even reduce enrollment levels). They are required to ensure operating budgets (expenditures) align to revenues
earned at the target enrollment level.

The State System is seeing a positive impact of sustainability and alignment of costs and revenues, including a reduction in
employee Full-time Equivalent (FTE) of almost 800 in the most recent year, and a reduction of approximately 11 percent since
FY 2018-19. This has required difficult actions by our universities but has been critical to lessening the impact of declining
enrolliments, leading towards a sustainable university system.
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Pennsylvania's State System of Higher Education
Annualized Student FTE Enroliment
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Figure 63
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The Annual Operating Margin Ratio shows for every dollar of revenue a university receives how much is left after operating
expenses are made. For example, a positive operating margin creates a surplus that a university can save as part of its reserves —
critical for strategic investments, as in improving students’ experience and student success, or campus infrastructure. An annual
operating margin ratio of 0 means that a university expended all its revenues for operations in a given year and has nothing left for
reinvestment.

The State System has established a goal for each of its universities to achieve an annual operating margin of at least two to four
percent. As shown in Figure 64, the annual operating margin has declined since 2016. In 2020-21, 11 universities had an operating
margin of less than 2 percent, compared to six universities in 2015-16. In 2019-20 and 2020-21, appropriations from the Coronavirus
Aid, Relief, and Economic Security Act (CARES Act) funds, as well as the Coronavirus Response and Relief Supplemental
Appropriations (CRRSSA) and American Rescue Plan (ARP) Acts helped stabilize the operating margin, although these funds were
inadequate to meet the financial impacts the pandemic had overall.
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Source: University Financial Statements, State System Business Warehouse
Note: 2020-21 includes COVID revenues.

Figure 64
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The Primary Reserve Ratio shows how long a university could function and pay its obligations, including debt, without additional
revenues, and is one indicator of a university’s financial health.

The State System’s goal is for each of its universities to have a primary reserve ratio of 40 percent. The ratio for the System overall
has declined in recent years, with particular impact on several of its universities (Figure 65). In 2020-21, nine universities were below
40 percent, compared to five in 2015-16. Thanks to the Board’s implementation of the Sustainability Policy, that decline has been
arrested.
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University Minimum Reserves shows the number of days a university could operate without additional revenues and is another
measure of financial health.

The State System’s recommended goal is for each of its universities to have minimum reserves on hand for at least 180 days of
operation. Minimum reserves have declined in recent years, with particular impact on several universities (Figure 67). Ten universities
have lower minimum reserves than in 2015-16, eight universities (over half of the System universities) do not meet the recommended
threshold, and three universities fall below the minimum required number of 90 days of operations. Once more, the figure below
shows this trend has been arrested, too.
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Figure 68 shows that in 2019-20, nine State System universities were less efficient than the average of their national comparator
institutions. This is an improvement from eleven universities in 2018-19.

Expenditures per FTE Student (With Comparators)
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Source: Integrated Postsecondary Education Data System (IPEDS)

Note: Comparator Data is weighted by institution size. Comparison groups are Public, 4 year or above, Degree granting institutions, grouped by
Carnegie Classifications. Bachelor's Comparator Group includes Baccalaureate Colleges: Arts & Sciences, Diverse Fields, Mixed
Baccalaureate/Associate. Doctoral comparator group includes Doctoral/Professional Universities only. Beginning with the collection of 2021-22 data,
Indiana University of Pennsylvania and West Chester will be classified in the Doctoral High Research Carnegie Classification.
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Expenditure per student FTE (Figure 69) is a measure of a university’s operating efficiency. Expenditure per student FTE
has increased 17 percent since 2014-15; however, due to the impact of the Sustainability Policy, this trend has leveled and
has decreased in 2019-20. This is reflective of steps taken to reduce costs in response to declining enroliment.
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