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Executive Summary

Reducing the “time to degree” (TTD) for the average full-time, degree-seeking college student is
an often-overlooked piece in the college finance puzzle. This oversight may include both
students and families, but also university administrations as they face the challenges of setting
tuition and fee (T&F) rates, generating sufficient revenue to cover costs, and spending in ways
that maximize student success (e.g., retention and graduation rates). For colleges and
universities, significantly reducing TTD is consonant with improving graduation rates, but may
come with a short-term reduction in needed revenues. For students and families, a reduced TTD
can greatly reduce the total cost of obtaining a degree. This reduction will come in the form of
foregone tuition costs that would have been directly paid for (and most easily felt), but perhaps
less recognized is that total cost savings will be predominately composed of the reduced
opportunity cost of delayed entry into the full-time workforce with a baccalaureate degree.
Broader understanding of this particular opportunity cost can help expand important public
discussions around setting tuition rates at public universities. This will be especially true if long-
term public support for public universities continues to gradually decline. If this is the case, then
tuition increases may be necessary not just to cover inflationary increases to higher education,
but to also offset losses in public support. But, conversely, students and families should then
expect increased tuition dollars to be targeted directed into student-centered expenditure
categories that are positively connected to student success outcomes, and this should include a
focus on expected TTD.

The objective of this analysis is to review TTD outcomes for undergraduate students at the
University of New Mexico, Main Campus. We argue that long-term reductions in TTD
significantly bolsters the excellent undergraduate value proposition that UNM offers. Over the
last decade, these reductions have been on the order of 0.83 to 1.04 years (depending on the
sample frame), with strong equity outcomes for minority students. The change makes the overall
UNM average TTD lower than the national average (4.72 years versus a national average of 5.1
years). For a one year reduction in TTD, this produces an expected total cost saving of
approximately $40,000 for the average UNM bachelor’s degree recipient. About 75 percent of
this savings is in the form of a reduced opportunity cost — earlier entry into the workforce with a
baccalaureate degree. Aggregated for a typical UNM Main Campus baccalaureate graduating
class (academic year), the total costs savings of reducing TDD by one year are approximately
$100 million. Whereas, ceteris paribus, the lost T&F revenues for the University would be
approximately $22.7 million. Thus, understanding average TTD becomes a critically important
measure in the value proposition that any university offers to prospective students and their
families in sustaining and enhancing enrollments, as well as public discussions around setting
T&F rates.



“The choice to attend college is not just a decision to invest the necessary tuition,
time, and effort to get a degree. It is also a decision to forego the earnings one
might obtain from a job that does not require a college degree. Students and
families understand that this particular opportunity cost is a necessary additional
cost of college attendance. What they don't think enough about, however, are the
opportunity costs incurred if students do not complete college on time...”

D. Sullivan (2010)
l. Introduction and Background

Sorting through combinations of price and quality has become an increasingly difficult task for
students and their families (e.g., Massy, 2016; and Archibald and Feldman, 2017). For a growing
percentage of prospective students, choosing a college requires incurring student debt, and
represents perhaps their first major economic decision. Hence, it is critical to be able to offer
them a detailed answer to the question: what value can they expect to get for their money?

Despite some year-to-year variation, long-term trends demonstrate significant cost-shifting in the
financing of higher education away from state support (or public subsidy), in real dollar terms,
and onto students and their families (Fethke and Polanco, 2016). Following the path observed
over the last two to three decades in many other states, this trend is also evident in the state of
New Mexico (NM) over the last dozen or so years. The trend is somewhat more recent and to a
substantially lesser degree than in some other states. However, the still proportionately high
public subsidy for higher education in NM (see SHEEO, 2017 and 2019) is also distributed
across a relatively large number of institutions for a relatively low population state. And even
while state support for higher education in NM increased for 2019-2020, this increase was also
matched by significant tuition and fees increases for the majority of NM college students. This
came as institutions attempted to meet state government efforts to push (and partially fund)
institutional increases in faculty and staff wages in higher education, after more than a decade of
depression in real wages. Despite more than a decade of significant cost-cutting efforts, many
NM higher education institutions face revenue generation problems. Demand-side effects include
cohort demographics, recent net-out migration trends in NM, and the counter-cyclical effects of
an improving NM economy. Supply-side effects include an increasingly competitive landscape
in higher education, regionally, nationally and internationally, which includes entry by a wide
variety of both non-profit and for-profit providers, and an increasingly diverse set of unbundled
and re-packaged educational services, competing with the traditional college bundle.

Although it varies significantly across majors, and higher education institutions, the value of a
college degree, and the annual return on investment to a bachelor’s degree remains high (Abdel
and Deitz, 2014; Webber, 2018). Nevertheless, at the point of entry into college, pursuing a
degree can also come with real economic risks to students, as rewards are much higher with
degree attainment. This places a focus not just on access, but also on how we spend institutional
resources, and the links to student outcomes (Bowen and McPherson, 2016; Webber and
Erhrenberg, 2010).



Providing access to higher education, facilitating human capital investments, and producing
student success (retention, graduation and early career earnings) for a broad swath of society
remains critical to diversifying a state economy. This is especially true in NM, a relatively poor
state with a high dependency in state public finance on non-renewable, fossil fuel extraction.

While supporting the case for enhanced state support for access to public higher education in
NM, and the continual need to keep administrative and institutional support costs closely in
check (ACTA, 2017), we adopt the perspective that some cost shifting may continue, and that
there is likely to be continued pressure to raise tuition and fees at many public universities in
NM, including UNM (and more generally see Archibald and Feldman, 2017 and 2018). Helping
students and their families understand this complex set of college choices and related economic
issues remains critical. In a prior White Paper, Bishwakarma and Berrens (2018) provided an
articulation, from a transactional perspective, of the annual undergraduate value proposition at
UNM, for a full-time degree-seeking student.

Defined as the difference between what gets spent annually at UNM per FTE student, in terms of
student-centered expenditures (SCE) on instructional, academic support and student services,
versus what the average undergraduate is responsible for paying for, Bishwakarma and Berrens
(2018) conclude that UNM Main Campus represents an excellent value proposition for the
typical, full-time, degree-seeking student. But, this is an annual perspective. What about the
expected total costs (or net price), across all years of attendance, related to tuition and fees at
UNM?

Students and families also care about the total college bill, especially when some borrowing
through student loans is likely to be involved. This total cost, including both the direct costs of
attending and any opportunity costs (e.g., both foregone wages during college, and any delay in
the start of career earnings connected to the expected time to earning a degree).2 Understanding
this connection is critical both to students and families, and to the business model for public
universities. For students and families, if this time to degree (TDD) is increasing, then total cost
iIs increasing; and, if TDD can be shortened then this reduces the total cost. For colleges and
universities, reducing TTD may mean lost net revenues, as students who continue past their
traditional fourth year may see greatly reduced scholarship or grant opportunities (e.g., the NM
Legislative Lottery Scholarship) and pay significantly more in tuition and fees (T&F) than the
average undergraduate student. Relatedly, the important annual decisions a college or university
confronts include: (i) setting prices (T&F) to generate sufficient revenues to cover costs; (ii)
focusing on student completions — getting students through in a timely manner — which typically
means focusing on enhancing student-centered expenditures (SCE) (instructional expenses,
academic support expenses, and student services expenses) per FTE student; and (iii) distributing

2 In assessing the cost of any particular action or alternative, economists include both the direct costs associated with
taking that action, as well as the opportunity costs. Opportunity costs represent the foregone benefits of the next best
alternative — they are the benefits, earnings or value that must be given up in order to take the particular action or
chosen alternative. For example, in assessing the total cost of attending college, the student forgoes X years of
earnings from a job that does not require a college degree, in addition to the direct costs of paying for college
(tuition and fees, books, etc.). There may be an additional opportunity cost of attending college if the student delays
entering the workforce with a baccalaureate degree, beyond a standard time frame. These opportunity costs of when
and with what credentials an individual enters the workforce are a component of typical calculations of the net
present value (and return on investment [ROI]) calculations for a college degree (e.g., see Abel and Deitz, 2014).



generated revenues internally in ways that protect and enhance SCE per FTE student. The point
is that there are linkages between how an institution sets it T&F rates, and spends its revenues,
and student outcomes, including TTD — where reductions in TDD can greatly reduce total cost of
college for students and families, but might reduce short-term revenues for the college or
university. However, from a broader perspective, if TTD can be seen as part of the value
proposition offered to prospective students, then it can also be critical to sustaining and
enhancing enrollments.

The objective of this analysis is to review TTD outcomes for undergraduate students at the
University of New Mexico, Main Campus. We argue that long-term reductions in TTD
significantly bolsters the excellent undergraduate value proposition that UNM offers. Over the
last decade, these reductions have been on the order of 0.83 to 1.04 years (depending on the
sample frame), with strong equity outcomes for minority students. The change makes the overall
UNM average TTD lower than the national average (4.72 years versus a national average of 5.1
years). For a one (academic) year reduction in TTD, this produces an expected total cost saving
of approximately $40,000 for the average UNM bachelor’s degree recipient.



1. Background
1.1 Trends in Revenues, and 4-year Graduation Rate

To provide context, Figure 1 presents trends, from 2008 to 2018, in annual State 1&G
appropriations, and select student outcomes, for UNM Main Campus, Academic Affairs. State
appropriations are presented in constant 2009 dollars, and show a generally declining trend in the
annual public subsidy to UNM Academic Affairs. As also shown in Figure 1, despite declining
state support, the four-year graduation rate more than doubled from approximately 15% to
approximately 33%.

Figure 1

State I&G Appropriation and Student Outcomes 2008-2018
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Over roughly same period as Figure 1 (2008-2009 to 2018-2019), the base undergraduate tuition
rate (tuition and mandatory student fee rate) rose by an approximate average rate of 4.1%
(4.84%) annually.® This rate of average annual growth exceeded the average annual growth rate
(2.18%) in the Commonfund Higher Education Price Index (HEPI) over the roughly same period
(2009-2018).* Similarly, for the upcoming 2019-2020 AY, the UNM Board of Regents (BOR)
approved a 3.1% base tuition increase for the UNM Main Campus. This 3.1% increase exceeds
the preliminary HEPI value of 2.6% inflation for 2019.

For further context, Table 1 illustrates the cost shifting that has been happening at the UNM
Main Campus, in moving from towards greater reliance on tuition paid by students and families.
Table 1 provides nominal revenues from both state appropriations to 1&G, and from tuition, in
both nominal (grey background) and constant (2009) dollars (the red background), using the
HEPI price index (gold background). Table 1 shows how despite the rising tuition rate over the
last decade (in real terms), it has not been enough to offset the loss in state support. From FY
2008-2009 to 2018-2019 the annual state appropriation declined from $194.5m to $146.5m,
collected tuition increased from $85.9m to $107.6m, and the combination of state appropriation
and collected tuition declined from $280.4m to $254.2m, all in constant 2009 dollars. As a
percent of the total, the share of tuition increased from $30.6% to 42.3% across the 11 years.®
But, despite the cost shifting, Academic Affairs had approximately $25m less to work with in FY
2018-2019 relative to FY 2008-20009 just prior to the onset of Great Recession, in constant 2009
dollars,® and with roughly equivalent number of FTE students (within 1.6%) and credit hours
generated (within 0.7%).”

For the UNM Main Campus for 2008-2009, combined revenue (state appropriation and collected
tuition) in $2009 was $13,624 per FTE, with $9,452, per FTE coming from the state
appropriation. By comparison, a decade later in 2018-2019, combined revenue (state
appropriation and collected tuition) in $2009 was $12,556 per FTE [a 7.84% reduction], with
$7,239 per FTE coming from the state appropriation [a $2,213 or 23.4% reduction]. This failure
to fully recover post-recession in per FTE revenues, is broadly consistent with the national
pattern, although it varies greatly by state and type of institution.®

3 See: Appendix Table A2.

4 See: https://www.commonfund.org/commonfund-institute/higher-education-price-index-hepi-2/

5 See Appendix Table Al
& Conversely, put into current 2019 dollars, this would be roughly equivalent to $29m less to work with.

7 As shown in Appendix Figure A1, for 2008-2009 for the UNM Main Campus the total student headcount was
25,820, the student FTE was 20,581, and the SCH was 297,956; for 2018-2019 the total student headcount was
24,393, the student FTE was 20,245, and the SCH was 295,720. As ratios, (2018-2019)/(2008-2019), this
represented: 94.5% of total headcount, 98.4% of FTE, and 99.3% of SCH.

8 SHEEO (2019) reports that over the last decade for all public higher education institutions, in $2018: “After more
than $2,000 in per-student funding reductions during the Great Recession, per-student educational appropriations in
2018 were $7,853, roughly $1,000 below their pre-recession level. Ten years out from the start of the Great
Recession, per-student higher education appropriations in the U.S. have only halfway recovered.”


https://www.commonfund.org/commonfund-institute/higher-education-price-index-hepi-2/

Table 1: UNM Main Campus, Academic Affairs, State |&G+Tuition, Nominal and

Constant $2009
Nominal Nominal Nominal
1&G State Pooled Total: HEPI
I;iz;e;l Appropriation Tuition 1&G+Tuition index
2008-2009 194525100 85874927 280,400,027  279.30
2009-2010 187,263,600 96,969,415 284,233,015  281.80
2010-2011 174,407,200 109,989,219 284,396,419  288.40
2011-2012 159,741,900 122,307,430 282,049,330  293.20
2012-2013 173,006,700 126,369,208 299,375,908  297.80
2013-2014 180,404,500 133,971,255 314375755  306.70 _
2014-2015 189,147,900 134,007,480 323155380  313.30 _
2015-2016 191,264,000 136,035,226 327,209,226  319.00 _
2016-2017 186,759,600 134307,726 321,067,326 32050  |GISOI0002 oGl ee eI oo 0e ey
2017-2018 175,823,200 135,154,797 310,977,997  338.60
2018-2019 182,286,800 133,900,197 316,186,997  347.40
2019-2020 194,396,100 -

Notes: (i) The HEPI index value for 2019-2020 is based on Commonfund Institute’s “first 2019 estimate for
the Commonfund Higher Education Price Index(HEPI) indicates inflation for U.S. colleges and universities

is forecasted to rise 2.6 percent in fiscal year 2019, based on data available year-to-date through April 30,
2019.”; (ii) the 2019-2020 Nominal Pooled Tuition represents the estimate by UNM Academic Affairs, as of
summer 2019.: (iii) Nominal Pooled tuition “includes EU budget FY09-FY12. Budgeted in 054A org in
FY13. Incorporated in pooled indices FY 14 and beyond.”; (iv) State Appropriations are “as budgeted in
054A 0720. Does not include RPSP or special appropriations” to UNM.

To summarize then, in terms of the four-year graduation rate, the UNM Main Campus,
Academic Affairs clearly did more with less over approximately the last decade.

11.2 Review of the VValue Proposition

This section briefly reviews the analysis provided in Bishwakarma and Berrens (2018).

Expressed as the difference between what they can expect to get spent on them (average annual
student-centered expenditures per FTE), and what the average full-time undergraduate student
actually pays in tuition and fees, UNM represents an exceptional undergraduate value
proposition. As shown in Figure 2, this annual difference was $14,500 in 2016-17, and in
constant 2017 dollars it ranged from approximately, $13,500 to $15,500 over the prior decade.


https://i6.t.hubspotemail.net/e2t/c/*W8GtqCx6b3rCQW6BxggJ3nqzCp0/*VZDWgQ1w1Lj2M8M21Kz-6lp0/5/f18dQhb0S1Xm1QgjpYMWlMDgCVyD2W5TjRF84-wvtxW792Sb64NGMtnW6gbLVc47pQsCW6zlWmN1kZdFhW4h1BHD8Gpg7nVb2l0H13kVJXW93m01p5J1v_DVBs0VK3C8DjvW8WVY_x6kJxsFW768n7P1LVW4ZN3dHW6mLMz9pW5Zt9Pv7LBlyxN2yn95mn65z1N46lJjNPCqn0N6d8SVzYMqP_N1mv_TJ8pxTNV5wMZt85-kXtW6hb_Gm85hypcW4-n0821VqhxGN7sz0799pZ65W74qtR57hLF3xW5PZZWN1yTdPXW4wTl2g74_XNcVh4VqK1vmlSHW7XNP8c5WjGLBW2Sgjq66GT0pBW7C62jq78nWVNW3fJFWD7lZg3MW7hTDmp21LFshW56J3w528-558W76LG9334w-S6W7R5gtq93DCcLVRjkss8FvYqWW37HLdj7QG2fQN6X9JvXwbQqNN6ht7mlpW0g6W7TtLXC8bvLgNW3C9TbC5Ndl1KW89KDFh41HWg3W5JFFX18hTwXwW4nJbfw9cxKb1W251G5G7HKvFdf3VSxwr02

Viewed as a ratio, annual student-centered expenditures (the sum of instructional, academic
support, and student services) per FTE to annual out-of-pocket costs for tuition and mandatory
fees for the average full-time, degree-seeking undergraduate remained more than 10/1 in 2016-
17; this ratio eroded slightly in 2017-18 with changes to the NM Legislative Lottery Scholarship,
but then partially recovered with changing scholarship payouts in 2018-109.

Figure 2: Trends in Student-Centered Expenses (per FTE) and Average Tuition and Fees
Paid by Degree Seeking Undergraduate at University of New Mexico — Main Campus
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To place in context, student-centered expenditures per FTE at UNM are approximately 86
percent of the national average for four-year public institutions (The College Board, 2017b),72
percent for large research universities (Carnegie classifications R1 and R2), and 91 percent of the
average for our NM Higher Education Department peer universities; further, when comparing
with the national average of out-of-pocket tuition and fees, the average, full-time UNM
undergraduate pays 39 percent of the national average for all four-year public colleges and
universities (The College Board, 2017a). Finally, this strong undergraduate value proposition at
UNM is connected to evidence that the average 20-year return on investment(ROI) to a UNM
degree is at or above the national average, while the levels of student debt and percent of
students with debt are both below national averages (see Biahwakarma and Berrens, 2018).



This strong undergraduate value proposition is driven by several factors (Bishwakarma and
Berrens, 2018):(i) NM state support for higher education to UNM has declined in real terms over
the last decade, but remains strong relative to other states; (ii) the NM Legislative Lottery
Scholarship continues to contribute to a very low net price for many UNM students; and (iii)
internally, despite some high-profile concerns, UNM Main Campus has done a good job of
protecting and directing spending into key student-centered expenditure categories, and keeping
administrative expenditures in check, relative to industry benchmarks (ACTA, 2017).

To accept the Bishwakarma and Berrens (2018) annual value proposition argument, it has to be
shown that student-centered expenditures are connected to student success outcomes (retention,
graduation rates, and early career salaries). They investigated this relationship using a 2015
national, cross-sectional sample of research universities (R1 and R2). Controlling for other
factors, the econometric analysis demonstrated statistically significant positive relationships
between various (aggregated and disaggregated) student-centered expenditure variables and
various student success outcome measures. For example, faculty salaries (the primary component
of instructional expenditures) were shown to always be a statistically significant and positive
determinant across all student-success outcome measures (retention, graduation rates and early
career salaries), with a relatively large marginal impact. In percentage terms, average UNM Main
Campus faculty salaries were significantly lower relative to HED peer comparisons and the
sample comparisons (85 percent for the R1-Public university sample, and 86 percent for the full
set of research universities [R1+R2]). Further, academic support and student services
expenditures were also shown to be positive and statistically significant determinants for select
outcomes measures. Thus, the level of expenditures on education-related services clearly matters
for UNM student outcomes.® To place in context, UNM significantly trails its R1-Public
universities comparisons on these expenditure levels, but is higher (and often much higher) than
all other public colleges and universities in NM.

The Bishwakarma and Berrens (2018) econometric analysis using IPEDS data showed that for
the key measure of four-year graduation rate (now greater than 33%), UNM now exceeds the
prediction of the best-fitting econometric model for an R1-Public research university matching
UNM’s Main Campus spending per FTE levels and student characteristics. The implication is
that UNM is making cost-effective use of resources in producing four-year graduation outcomes
for students.

However, a missing piece from the Bishwakarma and Berrens (2018) analysis, was a focus on
TTD outcomes. TTD is critical to students and their families because of the financial
implications — reducing the total cost of earning a degree. We turn to that analysis next.

% These results are consistent with the long term econometric evidence on US post-secondary education attainment
(Bound et al., 2010; Deming and Walters, 2017). Deming and Walters estimate the causal impact of changes in
tuition and spending on enrollment and degree completion in the U.S, 1990-2013. Their results (pg. 1) indicate large
and significant impacts of spending on enrollment and degree completion: “Our estimates suggest that spending
increases are more effective per-dollar than price cuts as a means of increasing postsecondary attainment.”

10



11, Analysis
I11.1. Trends in Time to Degree

Undergraduate baccalaureate degrees are still commonly discussed in terms of 4-years. But,

recent national evidence shows an average TDD of 5.1 years (Shapiro et al., 2016). Further, long

term national trends on TTD for undergraduate baccalaureate degree recipients have generally
been increasing over the last several decades (Shapiro et al., 2016). The case at UNM Main

Campus clearly counters this national trend, as shown in the following four figures (3-6). The
data include only those students from the respective cohorts who graduated any time between

matriculation through Fall 2018. All students were first-time, full-time degree seeking students.

Figure 3 presents the trend in average TTD for first time, full time students at UNM Main

Campus, across all colleges, genders and ethnicities. It shows a decreasing trend in TTD from a

high of 5.55 years for the 2004 cohort entry year to a low of 4.72 years in the most recently-
available cohort entry year of 2012. This represents a total decrease of 0.83 years, especially
escalating after the 2008 entry cohort.

Figure 3
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Figure 4 presents the trend in average TTD for first time, full time students at UNM Main
Campus, across all colleges and genders, but with a focus on minority students (everyone but
non-Hispanic whites). It shows a monotonic decreasing trend in TTD from a high of 5.71 years
for the 2004 cohort entry year to a low of 4.78 years in the most recently-available cohort entry
year of 2012. This represents a total decrease of 0.93 years in TTD, again especially escalating

after the 2008 entry cohort.

Figure 4
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Figure 5 presents the trend in average TTD for first time, full time students at UNM Main
Campus, across all genders and ethnicities, but with a focus on the College of Arts and Sciences
(the largest college at UNM). It shows a decreasing trend in TTD from a high of 5.55 years for
the 2004 cohort entry year to a low of 4.63 years in the most recently-available cohort entry year
of 2012. This represents a total decrease of 0.92 years, again especially escalating after the 2008
entry cohort.

Figure 5
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Figure 6 presents the trend in average TTD for first time, full time students at UNM Main
Campus, across all genders, but with a focus on minority students in the College of Arts and
Sciences. It shows a monotonic decreasing trend in TTD from a high of 5.75 years for the 2004
cohort entry year to a low of 4.71 years in the most recently-available cohort entry year of 2012.
This represents a total decrease of 1.04 years in TTD, especially escalating after the 2009 entry
cohort.

Figure 6
Average Time to Degree by First-time, Full-time Cohort Entry Year College
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In summary, TTD decreased significantly at the UNM Main Campus by cohort entry years from
2004 to 2012. This is observed for the overall average (all colleges, genders and minority status),
and at a slightly higher than the average rate in the College of Arts and Sciences (the largest
college), and in both cases at a slightly higher than average rate for minority students (relative to
non-Hispanic whites). The declines in TTD range from 0.83 years to 1.04 years. Finally, we
speculate that given recent trends in the 4-year graduation rate at UNM Main Campus, we may
see still further decreases in TTD over the next several entry year cohorts.
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From a national perspective (Shapiro et al., 2016), for the cohort of students earning a bachelor’s
degree as their first four-year degree between July 1, 2014, and June 30, 2015, the average time
enrolled 5.1 years. Thus, UNM Main Campus has moved from 0.45 years-above to 0.38 years-
below this national average.

I11.2. Student Cost Savings from Reducing TDD

What are the financial implications of a declining TTD for full-time degree seeking students at
UNM? Let’s assume that the average TDD decrease is approximately 1 academic year or 9
months (0.75 years) of starting salary. Graduating on average one academic year earlier means
that the student saves both on direct costs of going to attendance (Tuition and mandatory fees,
and books), as well as the foregone opportunity costs of entering the workforce (versus staying in
school an additional academic year, or 9 months). We’ll assume no savings in room and board,
travel and incidentals, since the individual incurs housing and food costs, etc. under either
scenario.

For the tuition and mandatory fees component, in constructing our average student we assume
the student has a major in the College of Arts and Sciences (CAS), is taking a full 15 credit load
in each of the Fall and Spring semesters in 2019-2020, and is paying the in-state or resident
tuition and mandatory fee rate (T&F); they would additionally be paying the upper division
premium on all credits, along with the CAS differential tuition per credit hour. This equates to a
per semester T&F cost of $4,452.90 for 2019-2020.1° Some student college/major combinations
would be more than this (e.g., College of Engineering) and some less (e.g., College of
Education); but, this describes the largest slice of students. Finally, we assume $750 of book
costs per semester.

The Payscale 2019 College Salary Report ! listed the UNM Main Campus early career annual
salary as $47,100; this represents the median survey reported salary for individuals with 0-5
years of experience. This probably represents an overestimate, since it the median for the first 5
years, rather than reported entry salaries. US News and World Report (USNWR) College
Rankings®? for 2019 report a median annual salary of alumni of $45,200, with three years of
postgraduation work experience and holding no more than a bachelor’s degree. The USNWR
estimate appears to link back to the Payscale data for 2018. College Factual 2 reports a 2016-
2017 average starting salary of $38,000, or approximately $40,000 in 2019 dollars. We use this
$40,000 value as a conservative estimate of the average salary of a current UNM Main Campus
Bachelor’s degree recipient.

This can be broken out as follows:

10 See: https://bursar.unm.edu/documents/2019Fall TuitionandFees.pdf

11 See: https://www.payscale.com/college-salary-report/best-schools-by-state/bachelors/new-mexico

12 See: https://www.usnews.com/best-colleges/university-of-new-mexico-10313

13 See: https://www.collegefactual.com/colleges/university-of-new-mexico-main-campus/
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Direct cost: (upper division T&F [15 credits] + books) X 2 semesters =
($4,452.90 + $750) X 2 = $10,405

Opportunity costs: 0.75 years X average annual starting salary for UNM BA graduate =
0.75 X $40,000 = $30,000

Total savings: $10,405 + $30,000 = $40,405.

Thus, we estimate the total savings, to the typical undergraduate Bachelor’s degree recipient,
from the observed reduction in time to degree as approximately $40,000.%4

V. Discussion and Conclusions

Over the last decade, UNM Main Campus has admirably reduced average TDD for baccalaureate
recipients from above to below the national average, and running against long-term national
trends. these reductions have been on the order of 0.83 to 1.04 years (depending on the sample
frame), with strong equity outcomes for minority students.

Reducing average TTD represents significant savings in the total cost of attendance to UNM
undergraduate students. The observed reduction in TTD over the last decade at UNM equates to
roughly $40k of savings, with about 3/4ths of this savings represented in opportunity costs (i.e.,
not having to delay entering the labor force with a Bachelor’s degree). It is clear then that
understanding this opportunity cost is critical to public discussions about tuition rates and cost of
college.

If we attempt to aggregate this $40K average cost savings across a large slice (full-time, degree-
seeking) of a typical graduating class (say approximately 2,500)%, then this represents
approximately $100m of annual reductions in college costs to students and families, if it can
be maintained through time. Again, the vast majority of this is realized in moving students into
the labor force (savings on the opportunity costs of delay). But from a university finance
perspective, for UNM it represents approximately $22.7m of lost annual T&F revenue to
UNM from full-time, degree-seeking undergraduate students.*6

14 Similarly, Bostwick et al. (2018) provide a recent “back of the envelope” estimate of the costs to students of an
additional year of college as $44,300.

15 We purposely construct a conservative estimate of the number of degree recipients who benefit from a reduced
TDD, and thus consider our estimate to be a likely lower bound. First, UNM Office of Institutional Analytics (OIA)
lists 4,178 Baccalaureate degree recipients from UNM Main Campus for AY 2017-2018. For the Spring 2018
semester, full-time degree-seeking undergraduates represented approximately 75% of all undergraduate students
enrolled. Rounding this number down to 4,000 degree recipients, then applying 75% would be 3,000 students. From
here we subtract an additional 500 (12.5%) who for different reasons might not directly enter the workforce. E.g.,
they take time off various reasons, or pursue a second degree or directly go into graduate school. We presume they
might still benefit from a reduced TDD, but leave this out of any analysis in generating our conservative estimate.

16 Certainly, a rapidly declining TTD can be one contributing factor in both reduced (real) tuition revenue (after FY
2013-2014, see Table 1) and enrollment declines (after AY 2013-2014, see Table A3 and Figure Al). This is
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Perhaps this lays out the framework for the social contract, with a focus here solely on full-time,
degree-seeking undergraduate students. To emphasize student outcomes, a large public
university needs sufficient revenues to sustain or enhance spending that is directed to student-
centered expenditure categories: instructional, academic support, and student support services.*’
And it needs to benchmark its spending on institutional support and auxiliary spending
categories, to help make sure that these expenses are kept in check (ACTA, 2017) and that it is
capturing significant economies of scale, and scope, etc. Further, protecting, or even growing
state support, is critical to not increasing tuition (beyond rate increases to cover HE inflationary
costs). But, if state support declines in real terms, then this has to be offset by sufficient tuition
increases, in order to sustain student success outcomes, and protect the value of the education
and the ROI to the degree. Such tuition increases may still be justified to students and families if:
(i) the annual value proposition is high, in terms of what is getting spent on the average student
(in student-centered expenditures) versus what they are responsible for paying out of pocket (net
price); and (ii) the time to degree (TDD) can be significantly reduced and then maintained. The
case for (i) was reviewed in Bishwakarma and Berrens (2018), the case for (ii) has been
reviewed here. The combination bolsters the argument that UNM Main Campus represents
an exceptional undergraduate value proposition.8

We close with several caveats.

First, while focusing on the economic implications of a reduced TDD measure, this analysis has
not delved into the how question; by what changes or mechanisms has UNM Main Campus been
able to significantly reduce TDD over the last decade? Along with generally protecting student-
centered expenditures (SCE) per FTE as shown in Figure 2, there are a variety of potential
contributing factors. These include: (i) dropping the undergraduate student-to-advisor ratio from
greater than 700-to-1 in 2012 to approximately 188-to-1 in 2018; (ii) reducing undergraduate
majors requirements to a more standardized 120 credit hours; (iii) changes to the NM Legislative

consistent with the especially rapid declines in TDD after the 2008 entry cohort at UNM. However, in the case of
the greater-than-anticipated enrollment declines in 2018-2019 (-7.05% one year change in headcount, and -7.72%
one year change in FTE, in Spring 2019), this appears to be more heavily driven by greater- than-proportional
reductions in freshmen class enrollment (-16.39% by headcount), with less-than- proportional reductions in senior
undergraduates (-5.5% by headcount). See: http://oia.unm.edu/facts-and-figures/oer-spring-2019.pdf

17 Of note, as argued in Bishawakarma and Berrens (2018), in terms of affecting how new tuition revenues are
allocated, there are various pricing and budgeting strategies that can help keep administrative costs in check (e.g.,
bypassing high levels of implicit taxation in a centralized budgeting model for general administration and auxiliary
enterprise support or to subsidize research), while more directly targeting student tuition revenues into SCE
categories. As increasingly employed by some large research universities, broad use of significant differential tuition
and program charges can act as quasi-efficiency measures to better connect resources to educational activities
(Fehtke and Policano, 2012). These can be justified either in terms of differences in marginal cost of program
delivery, or marginal utility (marginal willingness to pay based on variation in expected earnings [e.g., see Webber,
2018]).

18 Taylor and Cantwell (2019) argue that with long-term (real) decreases in public financing of higher education
(HE), and increasing stratification between universities, the supply of educational opportunities may be increasing
generally while the supply of “good value seats” may be decreasing. Further, such limitations on HE value-seat
opportunities may be particularly acute for low-income and minority students concentrated across a particular
distribution of institutions.
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Lottery Scholarship reducing the number of semesters covered (from 8 to 7), and increasing the
number of required credit hours per semester; (iv) introduction of a Finish-in-Four scholarship
(no tuition in final semester for students who graduate in four years); (v) and more recent
changes to improved transferability of credits across all public colleges and universities in NM.
We leave the determination of the relative impacts of these factors to more formal individual
level econometric analysis. Some initial analysis is underway.

Second, our discussion of the undergraduate value proposition at UNM is framed in economic or
transactional terms. We would not deny the importance of the transformational value of college
in changing lives, especially for young adults. But, acknowledging the importance of the latter,
does not eliminate the need for students and families to address the former in questions about
financing a college education.

Third, our focus herein has been on full-time, degree-seeking students. Following Shapiro et al.
(2016), we recognize that “time to degree may not be solely in control of the institutions or
policymakers. It may also be an effect of the changing economic, social, and cultural
circumstances of students.” Thus, there also needs to be a focus on “better serving the needs of
students who are not on the traditional path...” Future internal research and analysis should be
directed towards the value propositions offered to non-traditional students at UNM (e.qg., prices,
discounts, financial aid opportunities, degree access and other educational service bundles, etc.).

Fourth, we anticipate the possibility for further increases in tuition and fees at UNM, which are
likely to continue to exceed the rate of inflation in the general economy (see Archibald and
Feldman, 2017 and 2018). Such increases may be necessary to generate sufficient revenues to
both cover HE inflationary costs, and any declines in state support, and to maintain a focus on
student-centered spending. If this helps to keep TDD down, then as outlined here such increases
in T&F can be offset to students by the often-overlooked power of reducing a key opportunity
cost (i.e., not delaying entry into the workforce with a baccalaureate degree). To the extent that
students are relatively price inelastic, then the T&F increases will generate revenues. However,
price elasticity is a variable that can change over time. This may happen as different student
segments move up the demand curve with continuing price increases, or as possible substitute
educational opportunities increase, and with the continuing unbundling of the traditional college
educational package of goods and services. If responsiveness to T&F increases becomes
relatively elastic, then it can generate decreases in revenues. Thus, individual-level demand
modeling, controlling for a wide variety of student characteristics is needed to understand tuition
elasticities. This UNM research is underway.
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Appendices

Table Al

2008-2009 69% 31%
2009-2010 66% 34%
2010-2011 61% 39%
2011-2012 57% 43%
2012-2013 58% 42%
2013-2014 57% 43%
2014-2015 59% 41%
2015-2016 58% 42%
2016-2017 58% 42%
2017-2018 57% 43%
2018-2019 58% 42%
2019-2020 (projected) 61% 39%
Table A2

2008-2009 $263 5.8% $177 4.9%
2009-2010 $267 5.5% $190 5.0%
2010-2011 $405 7.9% $340 8.5%
2011-2012 $303 5.5% $304 7.0%
2012-2013 $240 4.1% $174 3.8%
2013-2014 $398 6.6% $181 3.8%
2014-2015 $0 0.0% $0 0.0%
2015-2016 $217 3.4% $150 3.0%
2016-2017 $286 4.3% $129 2.5%
2017-2018 $196 2.8% $0 0.0%
2018-2019 $176 2.5% $132 2.5%

2019-2020 $233 3.2% $168 3.1%



Table A3

2008-2009 25,820 0.28% 297,956 20,581
2009-2010 27,304 5.75% 317,377 21,910
2010-2011 28,757 5.32% 335,470 23,116
2011-2012 29,056 1.04% 339,199 23,375
2012-2013 29,100 0.15% 339,433 23,471
2013-2014 28,644 -1.57% 341,886 23,618
2014-2015 27,889 -2.64% 336,618 23,173
2015-2016 27,353 -1.92% 335,724 23,005
2016-2017 27,060 -1.07% 333,819 22,857
2017-2018 26,278 -2.89% 320,954 21,983

2018-2019 24,393 -7.17% 295,720 20,245



Figure Al

Fall Headcount, FTE and SCH
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