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AUGUST 14-15, 2013 

 

          
 
SUBJECT: Financial Impact of Enrollment Trends and Instructional Delivery Response 
 

What are the long-term financial ramifications considering the enrollment trends and the 

changes to instructional delivery methods? The financial model of our traditional universities is 

completely reliant upon the generation of credit hours and is built upon students in seats, and 

our ability to maintain the viability of our revenue system relies on maintaining on-campus 

enrollments.  The following analysis looks at what is currently happening to our traditional 

financing model and things that we must consider looking forward.   

 

Enrollment Trends:  Chasing the same students. 

 

In a recent article in The Chronicle of Higher Education, titled More Students Migrate 

Away From Home
1
, the authors speculated about the difficulties states will encounter recruiting 

non-residents: 

 

Public universities across the country are engaged in an all-out war for out-of-state 

students. Deep cuts in support are driving the search for revenue, and in many states, a 

stagnating pool of local applications has pushed colleges to recruit broadly. 

 

The boom has ended and the cranes have halted. Between now and 2018, the number of 

high-school graduates will decline, and some regions—especially the Northeast and 

parts of the Midwest—will see steep drops, according to the Western Interstate 

Commission for Higher Education. 

 

That has major implications for today's out-of-state gold rush. Don Hossler, executive 

director of the National Student Clearinghouse Research Center, anticipates a supply-

and-demand problem for some institutions. "There cannot possibly be enough students 

with the means and willingness to travel out of state for all the schools that want to tap 

this market," said Mr. Hossler, who's also a professor of educational leadership and 

policy studies at Indiana University at Bloomington. 

 

"Institutions seeking to offset enrollment and/or revenue declines with out-of-state 

students are going to find it a tough road," Mr. Hossler said. "And to the extent that they 

are successful, they are likely to increasingly find that they have to get into a cycle of 

ever increasing the dollar value of their financial-aid awards to achieve their goals." 

                                                 
1
 Hoover, E. and Keller, J.  More Students Migrate Away from Home, The Chronicle of Higher Education, October 

30, 2011. 
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South Dakota has certainly had great success in recruiting non-resident students.  For 

example, in 2010, SDSU recruited 1,412 South Dakota resident freshmen along with 486 

Minnesota freshman, 141 from Iowa, 50 from Nebraska, and 16 each from North Dakota and 

Illinois, plus students from 32 other states
2
.  In essence, one of every three students came from 

out of state.  SDSM&T went from 32% non-residents in fall of 2006 to 47% in fall of 2012 and 

is predicting another 5% enrollment increase for fall 2013, all attributed to growth in non-

residents.  Non-resident on-campus FTE enrollments grew from 6,416.6 student FTE in fall 2007 

to 8,024.3 in fall 2012.  (See Table 7.)  This is a 25.1% increase in just six years.  The recent 

successes in our non-resident enrollment growth might give a person the sense that the sky is the 

limit.  However, the predictions about competition for non-residents, and the need to grow 

scholarship funding to attract them, have become evident.   

 

When analyzing our non-resident enrollments, Minnesota makes up approximately 30%, 

Iowa 16%, Nebraska about 8%, Wyoming around 5%, North Dakota 4%, and Montana 1%.  

Thus, the surrounding states account for 64% of our non-resident enrollments. Those same states 

will see the number of high school graduates decline slightly through 2015, and will only be up 

by 4% over 2012 graduate numbers by 2020.  We can account for another 10% of our non-

residents by counting foreign students.  This leaves only about one-fourth of our non-residents 

coming from the balance of the 50 states.  The data clearly support a strong reliance on non-

resident students to sustain current enrollment levels and currently the students are coming from 

the Midwestern states.   

 

A number of the surrounding states are becoming more aggressive at recruiting non-

resident students or finding ways to keep their own students in state.   

 Wyoming has a substantial scholarship program for Wyoming residents which recently 

forced BHSU to lower Wyoming tuition rates to SD resident rates in an effort to recruit 

more Wyoming students.   

 Nebraska offers a number of merit-based scholarship programs to keep Nebraska students 

in state and to recruit the brightest from other states.   

 North Dakota now has the lowest non-resident tuition rate in the nation for Masters 

comprehensive colleges and universities.   

 Minnesota has the highest level of grant aid per student FTE in the region
3
.  

 Some schools in Minnesota and North Dakota are now offering rates to South Dakota 

residents that are lower than what SD students would pay in South Dakota.   

 

South Dakota has been successful in attracting non-residents, using one of the lowest 

non-resident undergraduate tuition rates in the country
4
.  When comparing flagship institutions 

(USD) across the country, our non-resident rate is lower than every other state at $9,650 per 

year.  Wyoming is the second lowest at $13,488. We are well below the national average of 

$25,090.  When comparing comprehensive universities (BHSU and DSU) across the country, we 

                                                 
2
 The Chronicle of Higher Education’s interactive tool of annual fall enrollment survey conducted by the US DOE 

Integrated Postsecondary Education Data System: http://chronicle.com/article/Interactive-Freshman-

Class/129547/#id=219356 
3
 National Association of State Student Grant and Aid Programs (NASSGAP) 

4
 Washington Student Achievement Council, Draft 2013 National Tuition and Fee Report.  www.wsac.wa.gov 

 

http://chronicle.com/article/Interactive-Freshman-Class/129547/#id=219356
http://chronicle.com/article/Interactive-Freshman-Class/129547/#id=219356
http://www.wsac.wa.gov/
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are second only to North Dakota ($9,112) at $9,500 per year, and below the national average of 

$16,939.   

 

It should be noted that the above referenced non-resident rates do not reflect the various 

exchange agreements between the states.  When looking at the surrounding states, and 

considering the Western Undergraduate Exchange (WUE) program, South Dakota is actually less 

attractive to students from the exchange states.  This is because our resident tuition is high, 

which is used as the base rate to calculate the 150%, and then we add on the fees, which are also 

higher than the surrounding states.  Table 1 shows what non-resident students from states 

participating in the Western Undergraduate Exchange Program will pay to attend in other 

WICHE states. 

 

Table 1: 

 
 

The states participating in the WUE agreement charge 150% of their resident tuition for 

non-resident students.  Because of our mandatory tuition and fee structure (with over half the 

cost on the fee side), South Dakota actually charges non-residents a smaller portion of our in-

state cost than other states.  The following represents what percentage of the in-state resident 

tuition and fees are charged to non-residents from other WICHE states: 

 

  Wyoming  137.2% 

  Montana  140.5% 

  North Dakota  143.1% 

  South Dakota  124.8% 

 

As the cost to attend a public university in South Dakota increases, South Dakota will 

continue to look less attractive to non-resident students.   Table 2 shows the surrounding states’ 

undergraduate in-state tuition and fee costs for FY13 compared to the non-resident rate to attend 

in South Dakota.   
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Table 2: 

 
 

The Minnesota reciprocity rate actually allows students to come to South Dakota for 

about $28 more per credit hour than what a South Dakota student pays.  A Minnesota student 

would come to South Dakota and pay the in-state Minnesota rates which would be $8,635 (for 

FY13, a South Dakota resident would pay $7,806).  With over 78,000 credit hours and 2,763 

students from Minnesota, this is a market that South Dakota has become to rely on very heavily.    

If Minnesota students paid what other non-resident students paid, it would amount to over $3.6M 

more in revenues.  If the agreement were to go away and we were to lose one-half the students 

coming and keep one-half the students going, we would lose over $6.8M!  We clearly have a lot 

riding on the continuation of the Minnesota reciprocity agreement and our success as a net 

importer.   We also must recognize that bringing in this many students comes with an 

expectation for modern facilities and services, and a quality education.  South Dakota must 

weigh the cost of providing the educational services and building the educational infrastructure 

to serve a population of 2,763 students for about $900 more per student than we get from 

resident students. 

 

There needs to be a balance between being able to recruit students away from their home 

state with an attractive price, and pricing the commodity so it covers more of the cost of 

providing the educational service.   

 

Public Funding:  Chasing the dollars. 

 

South Dakota universities have become very tuition dependent.  Our students continue to 

pick up a bigger share of the cost each year as state support fails to keep up with the growing 

costs and growing enrollments.  The greater the level of state support (taxpayer support), the 

greater the ability to offer the citizens of the state a lower cost public education.  Table 3 

compares the level of state funding provided per capita and per $1,000 of personal income for 

FY13. 

$
4

,2
7

8 

$
5

,8
8

5
 

$
6

,2
8

6 

$
6

,4
4

2
 

$
7

,8
0

6
 

$
8

,6
3

5
 $
1

2
,4

4
5

 

$
9

,5
8

1
 

$
9

,5
8

1
 

$
9

,5
8

1
 

$
9

,5
8

1
 

$
9

,5
8

1
 

$
9

,5
8

1
 

$
9

,5
8

1
 

$0

$2,000

$4,000

$6,000

$8,000

$10,000

$12,000

$14,000

Wyoming Montana Nebraska North
Dakota

Iowa MN
Colleges

University
of MN

FY13 State Resident Undergraduate Tuition & 
Fees Compared to  

South Dakota Non-Resident Undergradute Rate 

Resident Tuition & Fees

SD Non-Resident Rate



5 

Table 3: 

 

Appropriation $M Per Capita Rank 

Per 

$1000 

Personal 

Income Rank 

 

          

Wyoming $337,989  $595.73 1 $12.47  1 

North Dakota $343,964  $502.33 2 $10.78  2 

Nebraska $650,437  $353.07 3 $8.33  3 

Iowa $740,352  $241.62 4 $5.89  4 

Minnesota $1,283,690  $240.06 5 $5.38  6 

South Dakota $181,016  $219.79 6 $4.98  7 

Montana $202,105  $202.58 7 $5.63  5 

Note: Includes Postsecondary Vocational Education Funding 

Personal Income from 3rd Quarter of 2012, Bureau of Economic Analysis, US Dept. of Commerce 

Source: http://www.grapevine.ilstu.edu/tables/ 

Appropriations do not include federal, ARRA, Stabilization Funds. 

 

Depending on which measure you use, this table puts South Dakota at the low end of 

state support for higher education for the regional states.   If South Dakota wants to compete and 

provide a quality education, the students must pick up a bigger share of the cost.  While South 

Dakota resident students pay the third highest rate in the region as depicted in Table 4, we are 

recruiting a portion of our non-resident population at the lowest cost in the nation to come to 

South Dakota.   

 

Table 4: 

 
 

To put the costs into perspective, the data in Table 5 generated by the State Higher 

Education Executive Officers Organization (SHEEO) compare state appropriations and net 
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tuition revenues – state funding compared to student cost.  Again, the data illustrate that the 

surrounding states support higher education at a much higher level than South Dakota.  You will 

note almost an inverse relationship between appropriations per FTE and tuition revenues.  

 

Table 5: 

 
Source: SHEEO State Higher Education Finance (SHEF) Report, 2012 

(SHEF data adjusted for enrollment mix and cost of living, so numbers may differ from SD’s Fact Book) 

 

The competition for non-resident students is increasing in the region and the resources 

available in the surrounding states puts South Dakota at a clear disadvantage.  With high school 

graduate projections flat or declining for the next 3 to 4 years in the surrounding states, it will be 

difficult to sustain and grow non-resident enrollments without a significant recruiting effort.  

That effort will need to focus on recruiting in areas of the country where the number of high 

school graduates is growing (e.g. the Southwest).  We must also be careful not to chase the 

dollars (non-resident tuition dollars) without a clear understanding of what it costs South Dakota 

to educate non-resident students and the benefits to the state.   

 

A final caution taken from the article on student migration and attributed to Patrick M. 

Callan, founder and president of the National Center for Public Policy and Higher Education, 

seems relevant here
5
: 

Mr. Callan concedes that state universities have sustained severe budget cuts, but he 

fears that relying too much on out-of-state revenue will weaken the case for state support 

when (or if) the economy rebounds.   

                                                 
5
 Hoover, E. and Keller, J.  More Students Migrate Away from Home, The Chronicle of Higher Education, October 

30, 2011. 
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New Educational Delivery Trends: Supporting the traditional finance model.   
 

The low-cost options that credential learning outside of the curriculum continue to be 

expanded, developed and marketed – Advance Placement (AP), Massive Open Online Courses 

(MOOC), Dual Credit, College Level Examination Program (CLEP.)  While many of these have 

been around for some time and have not had a significant impact on the number of college 

credits earned by high school students, the options are being enhanced by moving them online.  

These options are not only being promoted, but even legislated in some states, allowing students 

to earn credits at significantly reduced costs.  No one will argue that distance education hasn’t 

had a profound impact on traditional face-to-face education.  Whether or not you believe that low 

cost MOOCs will one day challenge traditional face-to-face education, it is evident that online 

offerings are changing our approach to serving students on and off campus. 

 

We have had phenomenal growth in self-support offerings in a relatively short period of 

time.  We began tracking self-support offering in AY1993.  At that time, the system generated 

1,114 student FTE which included remedial offerings.  It has grown to 5,494 FTE as of AY2013.  

The distance education activity has doubled since AY2007.  The revenues generated by distance 

education have reached $59.4M annually.   

 

A decision was made in 2009 to assess all undergraduate and graduate self-support 

credits hours with the equivalent of state-support HEFF.  This decision was made because of the 

number of on-campus students taking distance courses and the decision to move those hours to 

self-support.  Students at the Centers were also assessed the equivalent of HEFF to support the 

Center facilities.  Today, over $5.6M is deposited annually in the HEFF fund and is being used to 

pay for maintenance and repair on the Center facilities as well as pay for new buildings 

throughout the system.  As we grow distance education, it may be more appropriate to put the 

dollars into technology rather than buildings.    

 

According to state law, there are to be no state tax dollars used to support the Center 

operations.  The state has also not provided funding support for off-campus distance education.  

These operations are becoming significant components of campus operations and service to 

South Dakota citizens with no on-going support or commitment from the state.  Much of the 

operational support comes from the main campus and this is adding a strain to those operations.   

 

As shown in Tables 6, 7, and 8, traditional on-campus resident student FTE enrollment 

declined by 14.4% from fall 2007 to fall 2012 (14,156 to 12,112), at the same time non-resident 

enrollments grew by 25.1% (6,416 to 8,024).  This resulted in an overall student FTE reduction 

of 2.1% or a loss of 437 student FTEs.  There are a number of things going on in these numbers.  

While non-resident students are certainly increasing, the resident loss is not as significant as it 

appears.  We have a large number of distance hours being taken by on-campus students.  In fact, 

for FY12, there were 28,228 credits taken via distance by on-campus students.  This equates to 

approximately 1,358 FTE!  This is a significant shift from our traditional on-campus classroom 

instruction to students completing courses in their residence halls or at the library.  It is evident 

that online learning is changing student behavior, but in ways no one really anticipated.  The 

following tables provide a campus-by-campus picture of traditional on-campus enrollments. 
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Table 6: 

Resident On-Campus FTE 

  BHSU DSU NSU SDMT SDSU USD Total 

Fall 2007 1,635.2 844.7 1,200.1 1,064.5 5,606.4 3,806.0 14,156.7 

Fall 2008 1,602.7 819.4 1,230.5 1,050.2 5,471.3 3,650.3 13,824.3 

Fall 2009 1,579.7 774.2 1,183.1 1,065.9 5,524.1 3,562.5 13,689.5 

Fall 2010 1,634.4 809.1 1,091.3 1,079.3 5,594.7 3,498.9 13,707.8 

Fall 2011 1,536.5 743.4 1,100.8 1,041.6 5,287.5 3,347.8 13,057.6 

Fall 2012 1,353.0 718.3 1,002.6 1,016.6 4,792.9 3,229.0 12,112.4 

6-Year Δ (%) -17.3% -15.0% -16.5% -4.5% -14.5% -15.2% -14.4% 

6-Year Δ (n) -282.2 -126.4 -197.5 -47.9 -813.5 -577.0 -2,044.3 

Fall 2007 % 74.4% 79.2% 74.0% 61.9% 66.0% 69.6% 68.8% 

Fall 2012 % 69.5% 68.9% 62.4% 50.4% 58.1% 61.2% 60.2% 

Table 7: 

Non-Resident On-Campus FTE 

  BHSU DSU NSU SDMT SDSU USD Total 

Fall 2007 562.6 222.2 420.6 656.0 2,891.9 1,663.4 6,416.6 

Fall 2008 531.4 232.3 570.7 672.8 3,053.4 1,693.6 6,754.3 

Fall 2009 574.6 259.0 496.1 764.6 3,197.1 1,759.2 7,050.4 

Fall 2010 606.9 267.1 601.4 873.6 3,342.0 1,846.0 7,537.1 

Fall 2011 564.7 293.2 631.9 902.9 3,353.5 1,983.3 7,729.4 

Fall 2012 593.5 324.8 604.4 998.9 3,452.9 2,049.8 8,024.3 

6-Year Δ (%) 5.5% 46.2% 43.7% 52.3% 19.4% 23.2% 25.1% 

6-Year Δ (n) 30.9 102.6 183.8 342.9 561.0 386.4 1,607.7 

Fall 2007 % 25.6% 20.8% 26.0% 38.1% 34.0% 30.4% 31.2% 

Fall 2012 % 30.5% 31.1% 37.6% 49.6% 41.9% 38.8% 39.8% 

Table 8: 

Total On-Campus FTE 

  BHSU DSU NSU SDMT SDSU USD Total 

Fall 2007 2,197.8 1,066.9 1,620.7 1,720.5 8,498.3 5,469.4 20,573.6 

Fall 2008 2,134.1 1,051.7 1,801.2 1,723.0 8,524.7 5,343.9 20,578.6 

Fall 2009 2,154.3 1,033.2 1,679.2 1,830.5 8,721.2 5,321.7 20,740.1 

Fall 2010 2,241.3 1,076.2 1,692.7 1,952.9 8,936.7 5,344.9 21,244.7 

Fall 2011 2,101.2 1,036.6 1,732.7 1,944.5 8,641.0 5,331.1 20,787.1 

Fall 2012 1,946.5 1,043.1 1,607.0 2,015.5 8,245.8 5,278.8 20,136.7 

5-Year Δ (%) -11.4% -2.2% -0.8% 17.1% -3.0% -3.5% -2.1% 

5-Year Δ (n) -251.3 -23.8 -13.7 295.0 -252.5 -190.6 -436.9 

 

The system has taken on considerable debt over the past seven years; $181,360,000 in the 

auxiliary system with $232,670,000 outstanding, and $131,545,000 for academic facilities with 

$139,320,904 outstanding. While it was necessary to update residential facilities and student 
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unions to attract students, and to bring teaching and research facilities to contemporary 

standards, the decisions assumed that little will change about our traditional enrollment and 

finance model over the next 25 years. Academic space has grown by 12% not including the 

Centers, and auxiliary space has grown by 25% since 2007.  Repayment of the debt over the next 

18-25 years is dependent upon retaining resident and non-resident on-campus enrollments, 

committing self-support dollars to support the campus infrastructure, and continuing to generate 

tuition credits and revenue under our traditional model.   

 

Given what we have built and our on-going commitments, the universities will need to 

look beyond the mid-west to fill our classrooms and residential facilities.  The focus will need to 

be directed at on-campus traditional students.  We will need to go after students in the areas of 

the country that have a surplus of students and we will need to attract more full-pay international 

students.  We will also need to get a larger share of the South Dakota market using merit and 

needs based scholarship dollars to attract them.  Given South Dakota’s demographics, this means 

that we will need to do a better job at attracting and retaining Native American students. 

 

Summary 

 

It is evident that our financial model is becoming more dependent on out-of-state students 

and that many students are taking at least a portion of their courses online – even those living on 

campus.  With projections that non-resident students will be harder to come by and evidence that 

online delivery is becoming more popular, we must focus our future planning and policy 

directions with a keen eye to these enrollment trends.   

 

There must be a clearer understanding of how these trends should be managed and how 

they impact our current funding and financial model.  We want to utilize our classrooms, labs, 

and auxiliary systems deriving the most efficiency and benefit from our investment, without 

committing or building more facilities than our projected enrollments can support. 

 

Our challenge is to leverage these trends to keep postsecondary education affordable for 

South Dakota citizens, to deliver programs using desired technologies in the most affordable and 

efficient manner, and in the end, provide an educated and ready workforce for South Dakota. 

        

 

Things to Consider 

 

What does it cost to educate non-resident students and are we covering that cost with the 

lowest non-resident rate in the country? 

 

What is the right balance of non-resident students and can we continue to capture that 

market? 

 

Should we continue to expand facilities that are driven by and dependent upon non-

resident student enrollments and self-support revenues to meet the debt obligations? 
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Should we be redirecting facility investments into technologies that would support the 

evolving instructional models? 

 

How can South Dakota attract and keep more resident students? 

 

 

 


