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ACTI ON NARRATI VE

1: 04: 58 PM

CO- CHAIR JCE THOVAS called the joint neeting of the Senate and
House Education Standing Commttees to order at 1:04 p.m
Senators O son, Meyer, and Thomas, and Representatives Minoz,
Kell er, Buch, Gardner, and Seaton were present at the call to
order. Representative WIson was present via teleconference and
Senat or Huggins arrived as the neeting was in progress.
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Report by Larry LeDoux, Conm ssioner of the Departnent of
Education and Early Developnment on Governor's Perfornance
Schol arshi p proposal

1:05: 38 PM

CO CHAI R THOVAS announced the first order of business would be a
report from the conm ssioner of the Departnent of Education and
Early Devel opnent regar di ng t he Governor's Per f or mance
Schol arship proposal. He remarked that the issue of providing
access to post-secondary education is a pressing one in Al aska
that ranks “dead last” nationally in the percentage of |ow
income famlies who can afford a higher education, be it a
vocational school a conmmunity college or the University of
Al aska. The state would have to double the enrollnment rate of
| ow-i ncone Al askans before it could catch the nunber 50 spot on
the |ist.

1: 07: 50 PM

LARRY LeDQUX, Comm ssioner, Al aska Departnent of Education and
Early Devel opnment, said the Governor's Performance Schol arship
(GPS) proposal is an inportant nove forward to inprove education
by inviting our students to pursue excellence. Gaduation
requi renents can be increased, but they know now that if that is
done wunilaterally it actually decreases graduation rates. The
real battle with young people is attitude; they nust be engaged
in a vision and be invited to nove forward. Sonetines they need
help in developing a personal vision for success, and that is
one thing the scholarship program does. The path begins when a
child in the mddle schools sits down wth his parents and
school officials and |lays out an education plan. The student can
t hen pursue excellence with his parents’ support.

1:12:26 PM

COW SSI ONER  LeDOUX stated that the Governor’s Performance
Schol arship (GPS) program woul d provide financial incentives for
hi gh school students to earn admission to and be prepared to
excel at public and private institutions of vocational or
academ ¢ higher education in Alaska. GPS recipients would be
required to conplete a rigorous course of study in high school
have good grades and score well on an assessnent. Students who
meet the eligibility requirenents wuld be entitled to a
schol arship; Alaska Post-Secondary institutions would remain
free to determine their own adm ssion policies.

The program would begin with the high school class of 2011,
which would enter college or technical schools in the fall of
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2011. The high school course requirenents would be phased in
over tinme with the full curriculumrequirenents being four years
of English, math and science and three years of social studies.

Ri gorous course requirenents are central to the program s val ue
he sai d. The state currently requires high school graduates to
take four years of English and three years of social studies,
but only two years of math and science. ACT, a nationw de

nonprofi t with extensive experience in college entrance
assessnments, reports that students are much nore likely to do
well in college if they have taken at |least four years of

English, three years of math, social studies and science in high
school. The GPS has even higher requirenments than that. In fact,
ACT has found that students who take a curriculumsimlar to the
GPS requirenent are significantly nore likely to do well in
college than other students. The GPS program would require
school districts to talk to students in the spring of their
ei ght h-grade year or to students who are enrolling in an Al aska
public high school for the first time about their high school
curriculum options in the GPS program Parents and guardi ans
woul d be invited to attend.

The goals of the GPS program are to inprove student perfornmance
in high school, to increase high school graduation rates, to
i nprove students’ preparation for college level work, to inprove
students’ scores on college entrance exans, which are the basis
for some national scholarships, to bolster the rigor of high
school curriculum to boost students’ opportunity for job
training, to increase parents' involvenent in the education of
their children, to reduce students’ renediation in college, to
increase students’ academc achievenent in institutions of
hi gher education, and provide for tinely conpletion of higher
education degrees. The proposal envisions these categories of
schol ar shi ps:
A career and technical scholarship has to have an
acceptable GPA and assessnent score on a work ready
assessnent for awards capped at $3,000/year for two years.

e A silver scholarship has a C+ or higher GPA, an acceptable
score on a college entrance assessnent for an award equa
to 50 percent of UA's tuition for the 2010/11 academ c
school year for up to eight senesters.

A gold scholarship requires a B or higher GPA and an
acceptable score on a college entrance assessnment for an
award equal to 75 percent of UA's tuition in the 2010/11
acadenmi c year for up to eight senesters.

* A platinum scholarship requires an A average GPA an
acceptable score on a college entrance assessnent, and
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would pay 100 percent of UA tuition for the 2010/11
academ c¢ school year for up to eight senesters.

The GPS may be wuse for tuition and other academc costs.
Students would be allowed to use the GPS only after al
schol arship funds including the Al aska Schol ars funds have been
expended. The GPS funds would be sent directly to the education
institutions. The eligibility criteria are pretty straight
forward; eligible students nust be Al aska residents, home schoo
and private school students are eligible if they can establish
they have the equivalent of a high school diploma and the
requi red GPA, assessnent scores and curriculum Recipients must
apply for the scholarship within six nonths of graduating from
hi gh school and woul d have six years from high school graduation
to use their scholarship unless they receive an extension for
mlitary service. They nmust maintain an acceptable GPA of 2.5 in
a post secondary school to maintain eligibility.

Part-tinme students would receive an award appropriate to their
part-tinme status. Recipients would be eligible to continue to
recei ve scholarships during graduate school if they conpleted
their four year degree, are wthin six years of initia
eligibility and have received fewer than eight senmesters of
support for the program

Non-eligible students include students who are in default of
government education |oans, have not conplied with selective
service requirenents or are convicted felons. The |ast nentioned
can appeal their eligibility to the Al aska Departnment of
Education and Early Devel opment (DEED)

1:16: 01 PM

COW SSI ONER LeDOUX said the responsibilities for inplenenting
the program have been divided between several agencies to
mnimze the cost of operating the program H gh schools which
hold students’ transcripts would certify student eligibility.
The DEED woul d adopt regulations regarding eligibility such as
requi renents for courses, GPAs and assessnent scores in the high
school, and the process by which home schooled and privately
school ed students denonstrate eligibility and requirenments for
satisfactory progress in post secondary institutions.

The Al aska Conmi ssion on Post Secondary Education woul d provide
financial accountability and disburse the funds to institutions.
The DEED in consultation with the Departnent of Labor and
Wor kf or ce Devel opnent woul d adopt regulations to set criteria by
whi ch career and technical prograns are eligible to participate

JT. H'S EDC COW TTEES - 5- Novenber 24, 2009



in the program The Governor envisions this program would be
paid for by wusing interest gained from fencing off some of
Al aska’ s ear ni ngs.

1:18: 37 PM

CO- CHAIR THOVAS noted that John Boucher from the Ofice of
Managenent and Budget (OVB) was online to answer questions. He
asked how different the curriculum would be from what actually
t akes pl ace now.

COW SSI ONER  LeDOUX answered that Alaska does not require
students to take nore than two years of math or science and this
program would require four. These are skills that universities

and enployers say students are weak in. Many school s al ready
require four years of English, but not all. Al so, they can't
just think of traditional course work in sciences |like

chem stry, physics and biology. Many different kinds of sciences
will neet the requirement. Before No Teacher Left Behind (NTLB)
came on line, school districts did a lot of work wth
integrating math and some  of the necessary vocational
programm ng. So he thought they we would see creativity and
innovation in designing real rigorous science, math, social
studi es, and | anguage arts courses.

CO- CHAIR THOVAS asked if he felt that people are basically doing
m ni mum requirenments, so this would have a dramatic inpact on
t he ambunt of math and science that students will take.

COWM SSI ON LeDoux replied that students who are on the college
track would take these courses anyway, but he believes this

program wll invite students who would not consider college a
possibility to engage in a nore rigorous program and go on to
college or technical school. |If +they have hope, that 1is

notivation to engage on that path.
CO CHAI R THOVAS asked how that woul d affect staffing.

COWM SSI ONER LeDOQUX replied they would certainly be |ooking at
that. Sone courses go away and others nove in, but you still
have the sane nunber of students taking courses.

CO CHAIR THOVAS asked if the school districts would standardize
whi ch classes would qualify as math, science, et cetera.

COW SSI ONER LeDOUX replied that each district would set its
curriculum but the DEED would work very closely to devel op
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alternative nethodologies and curriculum to assist districts to
devel op that course worKk.

1:22:39 PM
CO- CHAIR MEYER asked if the l|anguage arts requirenent includes
foreign | anguages or is it just English.

COW SSI ONER LeDOUX answered that it does not include foreign
| anguage, although sonme national scholarship prograns include
two years of a foreign | anguage.

CO- CHAIR MEYER said that seens |ike something to consider in
commttee discussion. It seenms like foreign I|anguage 1is
i nportant any nore to everyt hing.

COWM SSI ONER LeDOUX agreed with that point; but they felt that
needs to go through the deliberative process. Sone rural schools
and di stance education prograns would find difficulty with that.

COCHAIR MEYER said he has found a |I|ot of need-based
schol arshi ps, but not much for mddle class students who may not
be “A’” students. Did he have any idea of how many students woul d
t ake advant age of the GPS?

COWMWM SSI ONER LeDOUX said he expected that interest in the
scholarship would grow, it wll be talked about from eighth
grade on. The nearest estimate they have is from the State of
Womng that instituted a simlar program called the Hathaway
Schol arship. About 25 percent of their students use it. He
enphasized that the <criteria for this scholarship is very
rigorous. “We want them to be proud. This is not going to be a
cakewal k.”

COCHAIR MEYER said the PFD is already set up to go so that
students can have a free ride at the University, which is good,
but he wanted to know if the scholarship has flexibility for
fol ks who mght want to go to technical school who wouldn’t need
the four years of math, for instance.

COM SSIONER  LeDOUX replied that other scholarships have
differing levels of curriculum demands. However, industry says
that their young people need to be proficient in the areas of
mat h, technical witing and problem solving; and so they are
holding to a rigorous standard. This does not nean that all
students would take calculus and new curricula may have to be
devel oped, which has been done in the past. For instance, math
concepts have been conmbined with wel ding or technical reading.
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CO CHAI R MEYER asked if a student has to conplete all four years
of college and graduate before getting the schol arship.

COWM SSI ONER LeDQUX replied that students receive the funds as
they becone eligible and eight senesters of eligibility is
envi sioned that a student would have to use within six years

Students would have to register for the program within six
nmont hs of graduating from high school. So, if a student goes for
two years under this program for instance, and then chooses to
not go any nore the institution would be paid for the first two
years they had attended.

1:29: 06 PM

REPRESENTATI VE SEATON said the first grant is proposed to start
in 2011 with the idea of building expectations from eighth grade
on to engage students in sonething they are not already doing.
Now it seenms |ike they are saying the current A and B students
will be getting scholarships and it’s not going to be dependent
on changing of attitude or requirenents. “Am | m ssi ng
somnet hi ng?”

COWMM SSI ONER LeDOUX said he had accurately portrayed it, but the
reason to inplenent the scholarship in 2011 is because they
bel i eve they have students who are working hard in school right
now. They wll clear the pathway for other students who are
being notivated. Inplenentation could take two years, because
all students take two years of those core areas.

REPRESENTATI VE SEATON said he wanted to keep the goals of the
program in sight. He also wanted to know if these schol arships
are going to be other than GPA-based.

COWM SSI ONER LeDOUX replied that they envision three criteria
for eligibility. The first is to conplete a rigorous course of
study, the grade point requirement nust be net, and the third
criterion is the assessnent score that would be set depending on
t he schol arship. The highest assessnment score would be required
for the platinum scholarship; the |lowest would be silver. Al

three would have to be nmet, and each has a place in determ ning
the goals of the program Wthout the assessnent they could end
up with ranpant grade inflation, sonmething that has happened in
ot her states. That doesn’t do any good; the criterion has to be
rigorous enough to actually prepare the students for the
college. A correlation between student performance in college
and some national exans, the ACT and SAT, has been well
established statistically. The State Board of Education would
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actually set the cut scores. He advised that |egislation should
not provide too many specifics, because it would get in the way
during inplenmentation of the program Having the Board set the
scores would provide for public input and be based on
regul ati ons promul gated by the departnent.

REPRESENTATI VE SEATON said he was trying to figure out how all
three were going to be done. Does an ACT score override a good
GPA, for instance?

COWM SSI ONER LeDOUX answered that they believe a student’s ACT

score will be commensurate with his GPA - they go together.

1:36: 24 PM

REPRESENTATI VE BUCH questioned if the funding would require a
constitutional amendnent , because they are talking about

dedi cati ng funds.

CO-CHAIR THOMAS said he hadn't heard the issue raised, and he
didn't know t he answer.

1:37: 50 PM

COM SSI ONER  LeDOUX responded that the Governor's initial
proposal tal ked about “fencing off” some of the savings to pay
for the scholarship. Oher states have set aside a certain
anount of noney and pay for the scholarship through accunul at ed
interest; sone states do direct appropriations; sone set up a
|ottery system He thought it was up to the legislature to cone
up with the fundi ng process.

1:38: 38 PM

EDDY JEANS, Director, School Finance, Departnent of Education
and Early Developnent, said that the Governor talked about
setting aside $400 mllion out of current savings and using the
interest from that through appropriation. He thought John
Boucher from the Ofice of Mnagenent and Budget (OvB) could
respond to the constitutional question, but basically that is
why they are not calling it an endowrent fund.

1:39:36 PM
REPRESENTATI VE BUCH said it seens to himto still be dedicating
f unds.

COCHAIR THOWVAS said he realizes | f it's an annual
appropriation, “that m ght be where the break line is.”

1: 40: 43 PM
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SENATOR OLSON remarked that some of his district's schools are
not on A B, C D F system and asked how are those students would
be ranked.

COWM SSI ONER LeDOQUX replied that all school districts that are
invol ved in a standards-based system have devel oped an al gorithm
to report grades, and they will have to do the sane to evaluate
grade point averages. The great equalizer is the curriculum
taken and the assessnent score.

SENATOR OLSON asked how older students who are still having
troubl e because of famly or getting a late start - with a GED -
can becone eligible for the GPS.

COWMM SSI ONER LeDOUX replied that sone states have put together a
different pathway for students who score a certain score on a
GED to receive nmerit support. This program currently does not
include that pathway, but it does exist. He knows that sone
people do take sone time to settle down and get sone common
sense in their head, and the DEED is working very closely with
the Al aska Departnent of Labor and Workforce Devel opnent (DLWD)
to respond to those young people. He just visited a facility in
Kodiak that is jointly sponsored by the district and the DLWD
that works with young people from the ages of 16-24 — providing
services like credit recovery, hi gh  school gr aduati on,
preparation for the GED, and job and career counseling. Agencies
are starting to cooperate to provide opportunities for success.
Providing a pathway for these young people could be an inportant
conmponent of this program

SENATOR OLSON asked on the other end of spectrum how provisions
can be made for the required four years of math, for instance,
with a student who is highly notivated and gets through high
school in three years.

COWM SSI ONER LeDOUX answered that wusually those students who
graduate in three years neet all of the graduation criteria
al ready. There are many opportunities for high achievers to
engage in co-credit opportunities and doubling up for college
credits before they graduate from high school - sonetines
anounting to their whole first and second years.

SENATOR COLSON asked what affect he saw this having on rural
students who are struggling.

COWM SSI ONER LeDOUX answered that their challenges in getting
rural students ready to enter this program are great — the sane
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that they face now. Steps are being taken through inplenentation
of their education plan; they are developing the initial stages
of a conprehensive virtual school to insure that every child has

access to a highly qualified teacher wherever he |lives.
| nproving the quality of education available to rural students
will be very inportant to the inplenentation of this project,

but he enphasi zed they are not there yet.

CO CHAIR THOVAS asked him to explain nore fully the |evels of
schol arshi ps and what the tie-breaker would be for them

COWMM SSI ONER LeDOUX said he had not considered such a process at
this point, but he would have to conme up with a fair process to
spread the noney out. A student who takes a rigorous curricul um
works hard and gets a C+, who is working at the very highest
ends of their ability, to him nerits the sane as soneone who
gets an A and maybe works at half of their ability.

1:47:12 PM

REPRESENTATI VE MUNCQZ said she thought the program is positive
Following up Senator dson's question in the sane vein, she
asked how they ensure that kids in the seventh and ei ghth grades
are adequately taking advantage of this opportunity when they
know that scholarships tend to favor those already on the fast
track.

COWM SSI ONER LeDOUX answered that as an el enentary principal, he
al ways asked his sixth grade students where they will go to
college or where they will go to tech school, and they all have
an answer. Sone say they don't know, but it’'s only because they
have not thought about it yet and are surprised at the question.
But at that age they all have a dream and see thensel ves doing
that. They also know at the other end only 60 percent of
students are graduating in four years; and so many of them are
not. One of the key conponents of this program is to build a
vision in each child and that vision starts in the sixth,
seventh and eighth grades. Students who perform well at the
m ddl e school |evel carry that performance on to the high schoo
and |ikew se, students who start failure in the early grades
carry it on to high school. A sixth grader who is behind just
one grade level in math or I|anguage arts, who has poor
attendance and who may get a negative in discipline, has a one-
in-ten chance of graduating from high school. Dreans nust start
early so parents can see the pathway with their children. It’s

SO inportant t hat the Governor has initiated a very
conprehensive effort to develop interventions at the mddle
school level. If he had his way, he would have every student
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come in with their parents every year and update and review
t heir education plan.

1:51:38 PM

REPRESENTATI VE KELLER said normally when one thinks about access
to post secondary education one thinks about noney, and he
want ed to know what was neant by Al aska being 51°% in access.

1:53: 04 PM

DI ANE BARRANS, Executive Director, Al aska Comm ssion on Post
Secondary Education, explained that is a reference to the rate
at which college age kids go on from high school to [indisc.].
Typically they look at the wunber of 19-year olds that are
currently enrolled in post secondary institutions as a
per cent age of the nunber of ninth graders.

1:53:53 PM

CHAI R SEATON asked since the GPS scholarships will be given
after application of other scholarships including the Al aska
Scholars and since they are both nerit-based tuition grants, how
they relate financially.

1:54:46 PM
COWM SSI ONER LeDOUX expl ained that they decided to nake the GPS
the scholarship of "last pay" and before student |oans. Many

students get several scholarships and when those are added up,
the GPS would be the last to pay. It wouldn’t pay any nore than
was necessary to pay for tuition and those costs associated with
t he coll ege.

1:55: 39 PM

M5. BARRANS added that the way student financial aid is
adm nistered the funds typically flow through the financial aid
office. The financial aid directors are their partners 1in
adm nistering those aids and are famliar with the rules that
apply, whether it’s a Pell, state or university grant. The rules
that guide the funds for this program could be set in the
| egi sl ati on. She understood that the GPS funds were to
suppl ement, not suppl ant other non-1|oan aids.

CHAI R SEATON asked if wunder the current proposal a student
qualified for a full Al aska scholarship, would he get anything
out of the GPS if he went to the University of Al aska.

M5. BARRANS replied that they have talked about having the

dollar ampunt of the award be associated to tuition, but that
the use of the award would not be restricted to tuition only. So
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if tuition is satisfied from another earned financial aid
source, non- | oan, or other source the certified <costs of
attendance coul d be defrayed fromthe schol arship award anount.

CHAI R SEATON said they need nore information on that. He asked
if the <criteria for career or technical requirenents were
simlar to the Hathaway plan that has qualifications wth
Wor kKeys or are they still tal king about ACT tests.

COWM SSI ONER LeDQUX replied that the intent is to use WrkKeys
with vocational and career technical scholarships as the
assessment of choice, but that will be decided by the State
Board of Education — but he woul dn’t suggest using the ACT.

CO CHAIR THOVAS asked for information on existing need-based
schol ar shi ps.

2: 00: 04 PM

M5. BARRANS replied that currently the state has one program
t he Al aska Advantage Education Gant; it is not portable and the
maxi mum a student can receive through it is $2,000. It has been
funded through the current fiscal year from a conbination of
sources. The first is $500,000/year fromthe Al aska Student Loan
Cor poration, about $100,000 from the federal LEAP program and
about a year ago the legislature made a $800, 000/year capita
appropriation over a three-year period. The total nunbers of
awar ds they nake under that programare relatively limted.

She explained that their current financial situation would not
allow the Alaska Student Loan Corporation to do that into the
foreseeable future and the current year is the last one to put
funds into that program One nore year of funding remains in the
capital appropriation; so for 2010/11 they expect the funding to
be limted to just the capital appropriation and the federal
dollars. After that they need to take a new |look at funding
sources for that program

CO CHAI R THOVAS asked for a summary of that for the commttee.

M5. BARRANS agreed to get that and added that the nore
materially inportant thing for need based financial aid is the
federal Pell grant, which is in excess of $5,6000/year at the
maxi mum | evel .

2:02: 43 PM

REPRESENTATI VE GARDNER expressed her understanding that tuition
covers a small portion of the actual cost of having a student at
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the University and asked Melissa Hall [representing the
University of Alaska] if a student has a scholarship covering
tuition and the GPS program brings in a lot nore students to the
University, would that inpact its funding for a host of other
things unless the legislature also increased the funding to the
University. [Waiting for Ms. Hall to cone back on |ine.]

2:03: 52 PM
CHAI R SEATON asked for nore information on the use of ACT scores
by other states that use the Taylor Plan.

2:05:19 PM

CO CHAIR MEYER asked if Al aska could go back to a program like
the student |oan forgiveness program that the state used to
have.

M5. BARRANS responded that from about 1968-1987 Al aska had an
education |oan program that was funded directly by the general
fund and during that period of tinme essentially a borrower
agreed that if they conpleted their certificate or degree for
whi ch they borrowed the funds and then returned to Al aska for a
period of time (initially it required that they be enployed and
later sinply to reside) that they could have up to 50 percent of
the I oan forgiven. Switching back to that program would require
the state to again begin to fund that program at whatever the
value of the expected forgiveness benefit would be with sone
expectation for |osses. She noted that one of the unfortunate
side effects of that program was that students borrowed with the
expectation that they would conplete their degree and return to
Al aska, so they borrowed nore than they needed at the tinme. The
end result was very high default rates of 28-29 percent. So,
there were costs to the program beyond the cost of forgiveness.

Probably Iless than one quarter of the students actually
conpleted their degree and net the residency criteria. Even so,
the cost associated with forgiveness over tine was about $70
mllion. The flip side is that the state was funding the | oans
to the tune of $60-80 mllion annually in general fund
appropriations. So there are sone conplexities to consider wth
t hat nodel .

2:08:32 PM

CO- CHAI R MEYER renenbered when he was co-chair of Finance that
the Student Loan Corporation would pay the state a dividend and
he asked if it is still paying a dividend and if that noney
could be used to fund the GPS program
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M5. BARRANS replied that the statutory authority by which the
Corporation Board has paid returns to the state in the past
still exists, but they have not paid a dividend to the state in
the current fiscal year and the Board wll be recomendi ng
agai nst paying one in the upconmng fiscal year sinply because of
the financial ~circunstances in which the corporation finds
itself. This year it was unable to issue bonds in the market to
continue to finance their prograns and the |egislature passed a
bill that allowed them to essentially have an investnent in the
Student Loan Corporation in the form of a loan from the
Department of Revenue. So, until the corporation normalizes its
financial status, they have recomended to the Board, and it has
agreed, to retain earnings for use in nmaking the new | oans and
to continue paying the costs of operating the agency.

2:10:31 PM

SAICH OBA, Assistant Vice President, Student Services and
Enrol | ment Managenent, University of Alaska, said he would
respond to the question from Representative Gardner who asked if
these prograns attract nore students, would the |egislature have
to provide nore operating noney to the University. The answer is
that tuition does not cover the total <cost of educating
students, so there is the chance that the GPS program could
increase enrollnment dramatically and that the University would
have to ask for nore funds.

In reference to a comment by Comm ssioner LeDoux about the
estimated nunber of students that mght be attracted to the
University or post secondary education follow ng sonething |ike
GPS, he said that the University for tw years in a row has
attracted 17 percent nore first-tinme freshnen than in the
previous year. So, if enrollnent were to increase by 25 percent,
that would be about 8 percent nore than current increases. So,
Representative Gardner’s question about the University needing
nore noney i S appropriate.

REPRESENTATI VE GARDNER commented that they would probably need a
fiscal note from the University, too, before noving any bil
forward

2:12:57 PM
CHAIR SEATON asked the department to provide the relative

I ncrenents of increases that took place under the
Hat haway plan to use as a base line for what to expect in
uni versity enroll nment.
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COMM SSI ONER LeDOQUX said he would try to make that information
avai l able. He just spent sone tine with the deputy comm ssioner
in Womng that has the Hathaway scholarship program and she
emai |l ed 200 pages of that data to him He rem nded everyone of
sonmething that is different than all the other states in that
the GPS scholarship is not just limted to the University of
Al aska, it’s |limted to credited institutions in the State of
Al aska and technical schools that have been certified by the
Al aska Departnent of Labor and Wrkforce Developnent. So the

increase will not just be to universities, but throughout the
state. He thought they wuld see enrollnent increase at
community colleges because students can live at hone while
attending school, and they will see the developnment of quality

technical programs to support building the pipeline. This my
bal ance sone of the costs associated with the University of
Al aska.

2:14: 48 PM
REPRESENTATI VE MUNOZ asked Ms. Barrans if the Corporation had
anal yzed the inpacts that fewer loans will have on it with the

i npl enentation of the GPS program

M5. BARRANS replied that the corporation continues to be a sound
financial entity, but the marketplace to issue bonds backed wth
student | oans has di sappeared during this period of disruption

That could normalize with respect to their ability to issue
fixed rate debt.

She explained that the student loan situation has nmnultiple
noving parts right now President Obama has proposed, and the
House has adopted, a plan to elimnate the federal famly
education loan program This neans that going forward the
federal government would make education |oans avail abl e through
the Departnent of Education directly. The conm ssion has al ready
been engaged in that area since 2002 when it becane a lender in
the federal Education Loan Program which represents about 60
percent of the annual |ending volume that she makes currently.
Once sone certainty regarding timng of the change to a direct
| oan-only program has been established, their entire business
nodel will have to be | ooked at.

Additionally, M. Barrans said, at their request a bill was
passed to raise the credit criteria on alternative state | oans
(the state funded loans, not those that have the federa
guarantee). As a result of this raise, they saw a steep drop in
the nunber of Iloans mde through that program So, absent
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federal lending activity, they expect to see their |ending
activity drop by about 80 percent.

Everyone agrees that the inmpacts of the GPS would be gradual
over time. The expectation is that those students going on over
the three-to-four-year phase-in would be nuch better prepared to
benefit from the post secondary education training. They do see
students being able to substitute non-loan aid for |oan debt as
being a positive thing, not necessarily for the corporation, but
for the students.

COCHAIR THOVAS said he wanted John Boucher to respond to
Representative Buch’s question about dedicated funds versus
annual appropriations.

JOHN BOUCHER, Senior Economst, Ofice of the Governor, said
they initially envisioned that the fund would be capitalized
with $400 mllion; however, the source of that funding is stil
under discussion. The idea is that approximately $20 nmillion of
the earnings fromthis “400 Fund” would be spun off on an annual
basis, and that would be subject to an annual appropriation
process by the legislature. The first appropriation to the fund
woul d be a one-tinme appropriation. The actual schol arshi ps woul d
be granted and used for operations out of the smaller of the two
f unds.

REPRESENTATIVE BUCH said he thought having a one-tine
appropriation would nmake the CGovernor’s |ong term budgeting nuch
easier and he wanted the public to understand the plan so they
support it.

MR. BOUCHER assured them that they are not interested in
creating a dedicated fund.

2:24: 07 PM

REPRESENTATI VE GARDNER asked if “holding out a carrot here” for
students and parents to follow the plan nmight create a problem
when a future legislature chooses not to appropriate funds.
“What happens then?”

MR. BOUCHER responded that is an excellent point that will have
to be deliberated in the process of creating the fund.

2:25:10 PM

CO- CHAIR MEYER remarked that this is no different than what is
done with school bonds that are subject to appropriation each
year.
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2:25: 40 PM

CHAI R SEATON said the Anerada Hess Fund in the Permanent Fund is
simlar; it automatically spins out the interest which gets
appropriated or not for any purpose, and the Legislature has a
pretty good history of followng up with appropriations.

2:26:40 PM

CHAI R SEATON remarked that other states have been |ooking for
ways to increase the conpetency of their work forces, and one of
the things that has been nost productive has been | ooking at the
non-traditional student - like sonme which Senator O son was
tal king about. It seens this program would | ook only at students
who go through a certain curriculum and finish the program
within a certain anount of time - and that goes against ideas
that are being generated in other parts of the United States.

2:29: 04 PM

COWM SSI ONER LeDOUX restated his belief that this program wll
invite students to graduate from high school after going through
a rigorous curriculum It does not nean that students who do not
qualify for the scholarship will not go to college or pursue
some other avenue of financing their college education. This
will create a culture of |earning and achi evenent in schools and
it will draw all students forward. It raises the bar and demands
excellence and if those are achieved, there will be a pathway to
go to coll ege.

Al so, he said, the design of the legislation is such that the
DEED and the DOLWD can provide the flexibility to respond to
i ndi vidual students within the program That is why they are
trying to be non-specific about students’ qualifications.

CHAIR SEATON said he thought he heard “high school graduates
within six nmonths of graduation,” which does not seem to be
flexible enough for non-traditional students. He hoped the
department could cone forward with other avenues for qualifying.

COM SSI ONER  LeDOUX responded that requiring students to
register for the programwi thin six nonths of graduation doesn’t

mean they have to go to college right then; it means the
departnment needs to know in ternms of financial accountability
how nmany students are eligible to draw on the funds - so a

student who qualifies for a scholarship and chooses to go spend
three years going to school outside the state would not give up
the right to access their scholarship when they return to
Alaska. It’s nore of a registration of participation. For
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instance, a student can go outside to school and get a
Bachelor’s degree, conme back to Alaska, and because he
regi stered for the scholarship he would still have two years of
eligibility (for a total of six years).

He related that the Hathaway scholarship has 80 pages of
regul ations. Further he said that University of Al aska graduates
don't have to leave the state because of the declining econony;
they are getting hired by Al askan institutions. This program
encourages themto stay and fill the state’s workforce needs.

CO CHAIR THOVAS asked if they had |ooked at all of the states
that use the Hathaway plan. Wre sone nore relative to Al aska’s
econony?

COWM SSI ONER LeDOUX replied that they |ooked at all states, but
the Hathaway Plan in Womng is the nost simlar to ours. It set
asi de $400 mllion, for instance.

2:35:59 PM

SENATOR COLSON asked if WAM is the only program this caters to
as far as students going to nedical school, and if they aren't
accepted into the WAM program could they still be provided for
if they have the incentive to get accepted into another nedica
school outside the State of Al aska?

2:36:51 PM

M5. BARRANS responded that the use of funds outside the state
hadn’t been extensively discussed. The initial proposal is for
non- portabl e funds.

SENATOR COLSON asked if the intent of the bill is to get higher
than 51°' place or to get nore students to stay in Al aska, and
why don’t they focus on sone of the state’s needs especially in
t he nedical field.

COWM SSI ONER LeDOUX replied that the intent of the scholarship
program is to insure that Alaskan students have the know edge
and capability to engage in any profession when they graduate
from high school. He believes that one of the limtations to
students entering the nedical and science fields right now is
their lack of preparation in math, science, and |anguage arts;
this program will invite students to achieve a higher standard
of excellence so that wuniversities do not have to renediate
them The departnent feels that because of the quality of
Al aska’s post secondary institutions its students will elect to
stay if they have that opportunity. OQher institutions besides

JT. H'S EDC COW TTEES -19- Novenber 24, 2009



the university will grow and continue to invite these students

“So, our intent is, as the Governor has indicated, that in 20
years we want to be able to fill our own jobs with our own
people, with a highly trained workforce in the State of Al aska.
We feel this is one of the steps to nmake that happen.”

2:38:52 PM

SENATOR OLSON said his concern as a policy maker is that it
| ooks like they are putting nore enphasis on people who can go
to graduate school and get a Ph.D. in physics - which is not
necessarily what is needed in Alaska. Mre people are needed in
the health care field he repeated.

COWMM SSI ONER LeDOUX responded that GPS has a strong enphasis on
opportunity for those students who are interested in career and
technical education. It doesn't differentiate between a four-
year and a two-year degree and it is open to other non-state
institutions in Alaska that are career and technical type
programs. And, he said, it’s to make sure that every graduate
wherever they go to school has the skills, know edge and
confidence, and vision to be successful.

2:44: 33 PM
At ease

2:55:51 PM
CO CHAI R THOVAS cal | ed the neeting back to order at 2:55.

DAVE LONGANECKER, President, Wstern Interstate Comm ssion on
H gher Education (WCHE), said his purpose isn't to critique the
GPS program but to tal k about the experience around the country
with respect to financial aid prograns and how they have worked,
and what the strengths and weakness of different approaches have
been. He would talk about both need based and nerit based
financial aid prograns.

2:58: 02 PM

MR. LONGANECKER said whenever you are talking about financial
aid you have to think about it in the context of the overall
financing structure of post secondary education in Alaska. You
can’t think about financial aid wthout thinking about the way
and extent to which you are supporting your institutions and
appropriations, tuition policy and financial aid policy. Al of
t hose prograns affect student success and institutional quality
and should be in sync, but he would focus on financial aid.
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As a starting point five key factors nmake good financial aid
policy. The first is a strong clear rationale and philosophy
behind what is going to be done and what it is that wll get you
from here to there; and what is it about today s policies that
aren’t getting you there. The second is knowing what wll get
you to those goals and how you will know that you have reached
them Third, you want a program that supports the goals and the
rationale. Then you design the program Fourth, you want a
winning coalition for program it nakes very little sense to
devel op the perfect program that nobody can support. Fifth, you
want a programthat you can afford into the future.

2:59: 32 PM

MR LONGANECKER said there are generally tw perceived
rational es behind financial aid progranms; one is using it to
make col |l ege accessible financially, and the other is to reward
meritorious behavi or. Bot h have passi onat e supporters.
Loui siana is very passionate about its Taylor Program which he
woul dn’ t support.

He remarked that there is nore to the story than the little
battl e between need based and nerit based financial aid. Sone
say that the Taylor Plan and the Hope scholarship in Georgia
were the great discoveries of the 1990s, but that is not so.
Need based aid started in about 1960, and sone would say wth
the G1. bill after 1945. Until then financial aid was only done
for neritorious students. The Hi gher Education Act of 1964/65
really started providing need based grant aid and encouraged the
states to do the sane with a state student incentive grant
program The LEEP program (Laclede Early Education Program
brought a Jlot of states into the position of providing
substantial grant aid - but not Al aska.

Usually in the nodern context these are focused on covering
tuition or a portion thereof, he explained. That is very
different than need based aid which generally |ooks at the total
budget the student faces, trying to make sure that they can
afford to go to college - not just that their tuition is sonehow
t aken care of.

These prograns are designed to go after a nyriad of goals and
what those goals are needs to be determined. There are four
maj or goals. One is to reward those who achieve the highest
| evel s of acconplishnment. The classic exanple of this was the
National Merit Schol arship Program which used to provide a |ot
of aid to students who were in the top 1 or 2 percent of their
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graduating class in the country. That program no |onger provides
that kind of funding.

The second goal is to encourage students to prepare better for
college. A lot of provisions in the Governor’'s proposal are
along those lines. A third goal 1is to increase college
participation rates overall and the fourth is to attract the
best and brightest to stay in the state. Those are the goals
behi nd nost of the nerit based prograns in the country.

3:04: 03 PM
MR. LONGANECKER addressed the question first of how well nerit
prograns rewarding those who achieve the highest |evels work.

The answer is “Well, it depends.” Intuitively it seens like the
programs would do great at this — students are rewarded for
doing extrenely well. And if the program is highly focused as

the National Merit Scholarship Program was, it probably does
provi de something in that regard. If it is spread too broadly,
it doesn’'t work because those exceptional students are thinking
they are exceptional, but then they see everybody else getting
one. Therefore they don’t really feel rewarded.

Another problemis that the way aid is packaged by financial aid
adm nistrators often dimnishes the inpact on the very bright
students. Many of the states wth which he wrks have
foundations that provide scholarships to the best and the
brightest; so those students are already getting about the sane
anount of noney — just from different sources. At that point
they feel pretty good about the array of aid they got, but don’'t
see any particular source of aid as the lead on that,
particularly the last dollar in, which is the way the GPS is
desi gned.

The second question is how well these work to encourage students
to better prepare for college. Again the answer is “It depends.”
But clearly, encouraging them to take a rigorous curriculumis
the nost inportant thing to do. It is nmuch nore inportant than
encouragi ng themto get good grades. A publication fromthe U S
Department of Education by diff Adelman provided statistics
from the high school and beyond studies that shows what nakes
the difference in whether students succeed in college is not so
much what grades they got, but whether they took a curriculum
that prepared them for college. ACT data shows that in effect
the skills required to get a living wage job today w thout a
col l ege education are essentially the sane as those required for
success in post secondary education. So in fact it’s to the best
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interests of those students to take a rigorous curriculum
whet her they are headed to college or not.

3:07:21 PM

The Georgia experience is helpful here, because when Georgia
HOPE was started it was all based on grades, and the requirenent
for renediation actually went up, not down. The reason is that
students quit taking the rigorous courses because they needed
the high grades to get the HOPE schol arship. M. Adel man’s work
shows that decent grades are inportant - you have to do decently
- but you don't have to get high grades. Decent grades and a
rigorous curriculum are highly related in terns of student
success once they go to post secondary education. The idea of
requiring a rigorous curriculumis very inportant, particularly
for students fromlow income famlies. An interesting detail, he
said, is that very smart poor kids are less likely to go to
coll ege and succeed than very nodestly intellectually endowed
rich kids.

MR. LONGANECKER said the third goal for nerit progranms is to
increase participation rates overall and again the success
depends. Nationally research indicates there is very little
“price elasticity for demand” in higher education except for |ow
i ncome students. That nmeans that mddle income and high incone
students go to college or they don’t irrespective of the price
of going to college — that’'s nationally. That may not be the
case in Al aska, because being “far on the curve to the right” it
m ght not fit the norm of the nation. Georgia has sone contrary
evi dence which sort of |ooks |ike Alaska. They are both states
where folks don't go to college, even mddle incone folks. But
when Georgia instituted Georgia HOPE they increased their
college participation rate of recent high school graduates from
30 percent to 37 percent, a pretty substantial increase. Mor e
able, low inconme students and sone mddle incone students went
to college. That was nade up of three different populations of
students; one is their nore able low incone students went to
coll ege. Sone niddle inconme students who hadn’t gone to college
before went to college, but it didn’t change what Zell Mller
had hoped for, which was a change in the ethic of post secondary
education in the state. Thirty-seven percent has not gone up
appreci ably. The HOPE program had a very substantial inpact, but
not the one he had hoped for.

3:11: 04 PM

There was a simlar inpact in Nevada where participation rate
went up from 40 percent to 47 percent. That held for a little
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while, but then it started to fall back, in a sort of “halo
effect.”

3:11:56 PM

REPRESENTATI VE GARDNER said one of the goals of the Hathaway
Programis to build a nore rigorous high school kind of climate
where people are demandi ng higher quality courses, where parents
are trying to get their students to engage in those courses.
Georgia or Nevada have any success in that area?

MR. LONGANECKER answered that Georgia successfully reversed its
problem of "lowering renediation” after it put in the core
curriculum requirenent. Nevada’s M| ennium Schol arshi p Program
did not have a strong connection between the high school
curriculum and going on to college; it didn't work there.
Louisiana’s Taylor Plan has the |owest continuation rates in
college of any state in the South. But Louisiana just adopted a
core curriculum so he is expecting that to change
substantial ly.

REPRESENTATI VE KELLER asked if renediation is the criteria he
used to neasure.

MR. LONGANECKER responded that it is one indicator, but he was
using it as an exanple of what can happen as an unintended
consequence. The better indicators are whether students conplete
their college education. Mst of the evidence is if you give a
harder curriculum students achieve at higher |evels. He said:

W have a sort of crisis of |ow expectations in our

country — worrying that iIf we actually expect
something from our high school students, they wll
fail — when, in fact, all of the — nost all of the

evidence the only contrary evidence is in Texas, but
virtually every other state has shown that students,
when you inposed higher expectations on them a nuch
| ar ger share, particularly of students from
econoni cal |l y di sadvantaged famlies, do better.

3:14: 49 PM
[ CO- CHAI R THOVAS handed t he gavel over to CHAI R SEATON. ]

3:14: 54 PM
REPRESENTATI VE KELLER asked how the engagenent of the students
IS nmeasured.

3:15:35 PM
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MR. LONGANECKER replied that would be answered wthin his
comments as he noves al ong.

He said the fourth objective in sone of the states is to attract
some of the best and brightest to stay in the state. Wthout
doubt that was part of the goal in CGeorgia and Nevada. If the
goal is to keep them in state in college, it appears to be

fairly successful — at least at first. Olahoma said it would
give every National Merit Scholarship sem-finalist a full ride
to the University of Cklahona. Well, they got a lot of

&l ahomans and others to come to Oklahoma and they now rank
something like third or fourth behind Harvard and a couple of
others in the share of their National Merit Schol arships sem
finalists who stayed in state. But that was a huge inducenent!
They were given tuition and housing. These students were as
highly prized as football players.

It worked well in Georgia. Before Georgia HOPE, 23 percent of
high SAT students stayed in state; afterwards, 75 percent
stayed. They were losing a lot of their students to South
Carolina and Florida. As the reputation of the University of
CGeorgia inproved wth these prograns, they clearly have
attracted a nmuch larger share to stay in state and South
Carolina and Florida suffered.

Nevada’' s evidence wasn’t nearly as favorable. Before M| ennium
59 percent of the students who woul d have been eligible if there
had been a program stayed in the state; afterwards it went up to
63 percent. And since inplenentation it has actually dropped
bel ow the previous figure — below 59 percent according to the
Chancel lor’s office.

So in ternms of attracting students to go to college in a state,
it probably works and would probably work pretty well for sone
of the students being lost presently. But you need to ask if the
real goal is to get themto stay in college in the state or to
stay in the state after conpleting college. That story is a
little nore m xed.

3:18:21 PM

The National Bureau of Econom c Research has a working paper
that shows that there is only a nodest relationship between
where a student at the baccal aureate-and-above |evel gets his
education and where he ends up working. In fact, it’s nuch
stronger at the associ ate degree | evel and bel ow
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He said they could naybe | ook at another strategy, which is try
to attract students back afterward post secondary education
rather than worrying so much about whether they go out to
another state to get it. He is intrigued by a program in South
Dakota called “Dakota Roots” where they actually contact the
students who left after a while and tell them how good life is
in South Dakota. They even have an advertisenment on TV during
t he holidays when kids conme home for Christmas that shows the
house and car you can buy for what you can get a hovel for in
Los Angeles, Denver or Seattle, which is where all their
students have gone. They wll actually arrange five interviews
for jobs if they agree to cone back.

MR LONGANECKER next discussed if this makes sense in terns of

the investnent. It is clear that “you pay a lot for a nodest
inmpact.” But it may be worth it in a variety of ways. Mst of
the people who will receive this award were going to college

anyway and nost were going to go to college in Al aska. However
it does increase the affordability for the nobst needy who
qualify for nmerit as well. In Ceorgia, for exanple, currently a
| ot of people who |ove need based financial aid conplain that
this program does not help needy students. Today the programis
around $300 mllion and around $50 mllion of that goes to
students with assessed financial need. But Georgia didn't have a
need based program before; so now $50 million is available for
needy students. That’'s conparatively few conpared to the
di stribution of students of the Taylor Plan, the TOPS programin
Loui si ana, where 40 percent of the funding goes to students from
famlies with incomes over $100,000 - and Louisiana is a poor
state. About 10 percent of the Hathaway Plan goes to students in
the need based conmponent. So, the funds are disproportionate to
those from incomes that go up the incone strata rather than
down. It does reduce the burden for all of the others, and there
is nothing wong with reducing the burden of going to college,
but it doesn’'t really increase their financial access.

REPRESENTATI VE GARDNER asked how it reduces the burden for
ot hers.

MR. LONGANECKER answered that it sinply reduces the cost of
going to college, unless they were going to get it from one
source of aid or another. In nobst cases, particularly in the
context she referred to, if they get a couple of thousand or
sonmet hing approaching tuition, that reduces their financial
bur den.
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He cautioned, “You want to beware of unintended consequences.”
To the credit of the folks in Al aska, they had thought of sone
of them but not all. One is the effect on price or on tuition

This has gone different ways in different states. In GCeorgia
where the wuniversities set the tuition rates, once this went
into effect, tuition skyrocketed at the major universities.
Because at both the University of Georgia and the Georgia Tech

al nrost all students were HOPE scholarship recipients; so they
could pass virtually all the costs on to the state - a very
rational way for the institutions to respond. So that
constrained the amount that the other institutions, many of
whi ch serve broader access goals, were able to do in the way of
tuition, because they could pass it on to all of their students.

In Louisiana the legislature sets the tuition, and it has kept
tuition rates extrenely |Iow. They have done this at a tine when
they’ve also not had a lot of resources; so they have to keep
their state appropriation very |ow So, Louisiana State
University is starving for funds. It is a research university
operating on far less funding than necessary to nanage a
research university. If they increase tuition there, it would
substantially increase the cost of the TOPS program

3:26: 09 PM

West Virginia and New Mexico fund their nerit based program
through the state lottery. They figured that students were being
taken care of by the nerit program so they cut back on their
need based program In both prograns the need based program
suffered at the expense of the nerit based program even though
it wasn't their original intent.

MR. LONCGENACKER said that was not the case in nost states wth
nmerit prograns, because nost of those didn't have need based
prograns of any consequence anyway.

3:28:30 PM

MR. LONGANECKER rem nded them that these prograns exclude
essential students from the future of the state’'s economc
devel opment. To conplete the President’s goal of returning the
US to being a leader in the world, we can’t get there wth
hi gh school graduates, alone he said. Adults also have to be
brought back into the higher education arena. He stated that a
single program should not try to serve all needs, but this GPS
program doesn’t provide much of an avenue for adults comng
back, for mlitary and veterans unless they signed up for
eligibility within six nonths of graduating from high school, or
for late achievers. They also need to be careful that whatever
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they structure, that they don't |eave “a whole bunch of federa
funding on the table.” Mst students are eligible for federa
tax credits for their tuition, but if they don’t pay tuition
they don't get the federal tax credit. M. Barrans nentioned the
way to get around this is to use |anguage saying it can be used
for any education expenses. This kind of |anguage will avoid the
federal problem

3:29:53 PM
REPRESENTATI VE GARDNER asked who has offered a nerit based
programthat doesn’t |eave federal tax credits on the table.

MR. LONGANECKER answered that Nevada made changes that brought
them into full conpliance, Hawaii changed its tuition voucher
program and Washington was in conpliance but they elimnated
their nmerit program New Mexico redesigned theirs so they are in
conpl i ance.

3:30: 57 PM

MR. LONGANECKER turned to the issue of need-based prograns. He
said the original purpose of these prograns, particularly the
ones that grew out of the Geat Society prograns of the 1960s
was to expand access to higher education. The U S. was noving
from a neritocratic system to an egalitarian system one in
whi ch every student who could benefit from sonme post secondary
education and could qualify for it should benefit and be able to
choose the institution that best served their needs.

The nore recent thrust started in about the 1990s and expanded
the concept from access to success. First it was thought access
was a goal - if people could go to college they would get a
col |l ege education. But it was discovered that many who went to
college dropped out. Huge increases in the percentage of
students going to college were seen, but not huge increases in
the share of students graduating from college. So, sonething
di fferent was needed. The prograns that have evolved in the |ast
decade have been focused on student success as nuch as access.

How do need based prograns neasure up on the goal of expanding

access? Actually, M. Longanecker said they were quite
successful. The price elasticity of demand studies show that a
change in price for low incone students wll increase their

participation in college from 5-10 percent per $1,000 change in
price. So if you give a needy student a $3,000-scholarship,
you're going to substantially change the probability that that
student will go to college. That research goes back into the
| ate 1960s and through the 70s and 80s.
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However, he said, “W have been nuch |ess successful in
achi eving student success.” Students have been brought in, but
the dropout rates have increased. They have increased the
success of |low inconme students and students of color, but not as
fast as the success of mddle and high income students has
i ncreased. So, the gap has actually increased. He said that even
t hough they got better in every category slightly, the equity
gaps remain huge in Anmerican higher education between the haves
and the have nots.

The other dilenma with these programs is that they are not as
politically popular. Poor people don't tend to vote as nuch as
m ddl e and higher incone folks. Wen Zell MIller canme out wth
the HOPE Scholarship in Georgia, all the other southern states
came out with HOPE-like progranms within two years. “These are
politically popul ar prograns.”

3:34:57 PM

MR. LONGANECKER said the need based prograns had sone real
probl ens even thought they achieved part of the goal; they had
the unintended consequence of not getting the students through
the college. So over the last 20 years blended prograns have
evol ved and these cone in three variations: one is those that
are nerit prograns that add on a need conponent, another is
those that are basically need based prograns that add on a nerit
conponent, and those that are truly a blended of the two.

MR. LONGANECKER said the first is the need based being add on to
the nerit based. Wonm ng' s Hathaway scholars program is a good
exanple of this. To qualify you have to take a rigorous
curriculum you need to achieve a certain conposite of the GPA
and ACT. They have three different levels up to $3,200 per year
and you need to maintain a specific GPS while you are in college
to maintain eligibility for the award. Al qualified students
receive an initial scholarship regardless of whether they have
any need or not. Needy students get a supplenent as well, but
they have to qualify for the scholarship first. So, it’'s a nmerit
programw th a need based conponent tacked on.

Many of these strong conponents are enbedded in the GPS
proposal. The strength of that programis that it rewards strong
preparation and assists wth affordability for the neediest
students. Even though for many years cost was thought to be the
barrier to higher education, but research has shown that
preparation is as key to success in college as finances are, and
maybe nore so.

JT. H'S EDC COW TTEES - 29- Novenber 24, 2009



The other thing he |iked about the Hathaway Plan is that it is a
fi xed amount not dependent on the actual tuition anmounts, and
since it is based on the cost of tuition, he presuned the
students who attend the comunity colleges which have | ower
tuition actually cone out a little bit ahead. So there is a cost
of choice and it seens to nake sense that students should be
maki ng a decision on where they go in part on the basis of the
cost .

MR. LONGANECKER also said he liked the fact that the Hathaway
Program is funded by a trust fund approach and does not rely on
annual appropriations that nmany things do. The other thing he
likes is that it fits Womng well; it fits the culture. The
limtations of it are two-fold — that it’s available (as the
proposed GPS) only for those students who are graduating from
high school and who fit this criteria. So it is limted to
Wom ng hi gh school graduates of the present era.

3:39:41 PM

MR. LONGANECKER said the second kind of nmerit is merit added on
to need. The best exanples of this cone out of the federal
| egislation — the academ c conpetitiveness grants and the SMART
grants (part of the Pell grant program today). The acadenc
conpetitiveness grants provide Pell grant recipients who took a
rigorous curriculumin high school get an additional $750 tacked
on in their first year and $1,300 in the second year. The reason
— at the federal level - for the increase in the second year is
they see that nobst students who drop out of college drop out in
the first year and they are trying to provide sonme incentive to
keep theminto the second year.

The second program is the National Science and Mith Access
Program (SMART) for juniors or seniors which is a $4,000 grant
that is tacked on to the Pell grant. If you are a Pell grant
recipient mgjoring in the stem fields and you have a 3.0 grade
point or above, you get a SMART grant. The strengths of this
program are that it rewards students for preparing well for
college; it encourages students to major in an area of nationa

need and it is focused on those students nobst underrepresented
in the desired fields. This program has sone linmtations; one is
that is excludes students from high schools that don't offer the
rigorous curriculum The other is that it is not permanently
aut horized so the programis sustainability is in question and

in fact, it 1s not proposed in the budget for next year.

3:42:21 PM
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MR. LONGANECKER said the third type is the ones that blend nerit
and need. These prograns include non separable nerit and need
conponents - both have to be denonstrated. The standard prograns
in this regard are the ones that cone out of Indiana called the
Twenty-first Century Scholars Program and the one out of
Ckl ahoma cal l ed the Gkl ahoma Prom se Schol arship. Each of these
essentially say if a student takes a rigorous curriculum and
achieves at a reasonable level (2.5 in Indiana and 3.0 in
Ckl ahoma) they will have an award equal to tuition for the
period of time that they go to college. Those progranms seem to
have changed the thrust of the high school activities; they seem
to have a real inpact on what the high schools offer and what
the students take and how well prepared they cone to coll ege.
They also require that students have assessed financial need
using a famly income cut off of $50, 000.

The program that he is particularly keen on is patterned after
one in Mnnesota called “Shared Responsibility,” and he hel ped
set it up in Oegon. Mnnesota has a real philosophy behind its
program that involves the total expense of going to college, not

just the tuition. It varies from a tw-year to a four-year
institution because while tuition mght be less at a community
college the other expenses will be the same as if the student

goes to a four year college. This nodel |ooks at those students
and has four partners. The first partner they expect is the
student who 1is the principal beneficiary. Wen M nnesota
surveyed its residents, they said everybody should go to college
but they ought to pay their way through college Iike | did. Most
people don’'t fully understand that there is no way they could
pay their way through college today. So they said the first
partner who is going to benefit nost fromthis is the student.
So they said is the student who goes to a community college
ought to be able to pay for that while going to work 10 hours a
week and working sunmers, and that would be their contribution

They used 10 hours a week because research shows if you work
nore than 20 hours a week it reduces your |ikelihood of success
in college. If a student went to a state university that is nore
expensive, he should be willing to take out | oans.

So the four-year college anpbunt was based on the student working
that sane anount and then borrowing an anount that they could
reasonably pay back if they went into a low paying job, Iike
t eachi ng and soci al work.

What is interesting about the Oregon program and what could be

key for a blended program for Alaska is basing the grant anount
on work and borrow ng, savings the student has saved before
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going to college, or it can come from other scholarships. The
benefit of this for Oegon's philanthropic comunity was that
their dollars no longer were going to be substituted for the
state dollars. If the state gave the student a scholarship, it
was going to count against his share. So they could earn the
money by working or by scholarship. He suggested that Al aska
could blend the nerit conponent into a plan like this. He said
in Oegon this philosophy is extended to all students whether
t hey have financial need or not.

3:47: 33 PM

The second partner is the parents and he has portrayed parents
that don’'t have nuch in the way of inconme. But for many students
this will fill up all of the rest of what they need because they
may cone froma famly with substantial wealth. But the argunent
was that even the student from a wealthy famly should nmake a
contribution toward their education. That is where the GPS
schol arshi p conponent coul d go.

The third partner is to bring in everything that the federa
government was going to provide including the tuition tax
credits and the Pell grants. This is essentially identical for a
student going to a high cost and low cost institution. Then
their philosophy was a fourth partner was the state and they
would fill in the difference.

He advised that they need to think about whether the state is
really prepared for success and explained that O egon |ooked at
research on price elasticity of demand and projected a 7-10
percent increase in participation rates. However, in the first
year, the increase was 17 percent in the universities and 27
percent in the community colleges. Oregon did not have the noney
in the appropriations to fund this. They cane back and in the
first year they put all of the noney in and then economcs hit
Oregon pretty hard. It’s one of the four hardest hit states and
they have had to cut back and ration their awards this year. So
the success of the program wll have financial inpacts on
demands for this programand on the universities in general.

3:49: 57 PM

MR. LONGANECKER next discussed what is best for Alaska. If the
goal is to reward the best and the brightest, nerit is the best
approach, but it won't address affordability. It wll affect
where students go to college, but not whether they go to
coll ege. The evidence may be different for Al aska because it is
such a low participation state over all — looking a little nore
i ke Georgi a.
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If Alaska’s goal is to retain the best and brightest, nerit is a
possi bl e approach, but it is pretty expensive. It mght be
better to try and entice them back after they went to school
somewhere else. If the goal is to expand access through |ower
cost, need based will get the students in the door, but not
through it, and it doesn’'t send the nessage about the inportance
of working hard to prepare for college. If they want access to
success and that is the highest priority, he said a blended
nodel may hold the nost promse — plus it’s nore cost effective
than either a straight need based or straight merit.

REPRESENTATI VE GARDNER asked what he woul d suggest if their only
goal was to increase rigor.

3:51:21 PM

MR. LONGANECKER replied if the intent is to increase rigor, a
nerit program is the way to go. But he thought they could
achieve nore by doing a blended program that covers both rigor
and need, because you won’'t get needy students with rigor alone.
He said that research doesn’t support Senator Meyer’s comrent
that plenty of scholarships are available. Mst need-based
students have the greatest anount of unnmet need in alnost all of
hi s cal cul ati ons. Ms. Barrans tal ked about the current program
that provides up to $2,000, which is very simlar to a need
based program that Louisiana started |ast year to conpl enment the
TOPS program Students know that tuition is not all they have to
pay; they know they will have room and board, as well.

3:53: 07 PM

COCHAIR MEYER said the reason he supports the Governor’s
programis if sonmeone is showing effort in school with a C+ and
better average, they are accomodated regardless of their
i ncone.

MR. LONGENECKER agreed and added that is the strength of the
Hat haway over the TOPS program which is an all or nothing
program

CO CHAIR MEYER asked if he agreed that there is nerit to having
our children go off and see how the Lower 48 |ives, and then get
t hem back.

MR. LONGANECKER said they run the WUW program whi ch encourages
interstate collaboration; but of course he thinks that exposure
to the rest of the country is a valuable asset. Kids get a good
education in Al aska and nost Al askans would say they w sh their
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kids would stay home. The benefits of a program like the
Governor is proposing are that students will be preparing for
the University of Alaska, but it will open up their horizons and
possibilities and they will be able to go other places because
they’'Il be nuch better prepared. They wll be scoring well on
the WrkKeys and be able to go in the trades and a |lot of
occupational areas that they're sinply not well prepared to go
i nto today.

3:57:16 PM
CO- CHAIR MEYER said they keep using ACT as a bench mark, and
asked if SAT is the sane.

MR. LONGANECKER replied pretty much, but they originated on very
different principles and he liked the rationale behind ACT
better than SAT, which is a neasure of innate ability and
intelligence. ACT was based on achi evenent.

3:57:51 PM

REPRESENTATI VE GARDNER asked if the nmerit portion of Oegon’s
bl ended program is a conbination of rigor, GPA and independent
assessnent or is it available to all high school graduates.

MR. LONGANECKER replied that Oregon does not have a nerit

conponent. It is built that way so that the foundations and
institutions would fill in there. Their rationale is that
institutions like to give nerit aid; they don't like to give
need based aid - because they like to get the best and the

bri ghtest students. They like the UA Scholars Program and in
fact, there is sone redundancy between that and the platinum
level in the proposal. Oregon is not facing the same statistics
as Alaska is; it doesn’'t have as high a participation rate as it
woul d Iike, but nost of the students graduate from high school
and nost of those go on to post secondary educati on.

If they are trying to change the ethic in the high school in a
nore substantial way, there is nothing wong with intentionally
bl ending that in and having a state conponent that would be part
of that. He pointed out the danger is if they tie the grant to

tuition at UAA and UAF, because alnost all students wll be
eligible for this scholarship at the gold or platinum |evel and
that wll provide pressure on those institutions to increase

tuitions. The way Womng cane up with $3,200 scholarship is
because tuition is $3,200; but it is not locked in at that
level. This also makes it easier to defend legally on federal
tax issues. He remarked that there was a lot of redundancy
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between the platinumlevel and the University of Al aska Schol ars
Program

4:01: 33 PM

REPRESENTATI VE BUCH asked about other places who tried to wn
back students after graduation by using incentives |ike Al aska’'s
ol d forgiveness program

MR. LONGANECKER replied that no state is “buying back their
talent.” But certain states will forgive loans for doctors and
| awyers, for exanple. Mst of those prograns find that about a
third of the people conme and serve out their obligation and
| eave, about a third conme and serve their obligation and stay,
and about a third "buy out" their obligation and | eave. He
nmentioned that states don’'t have all the tools it needs to
follow up on unpaid obligations of those who |eave. The state
woul d have to essentially run a collection nechanism at the sane
time. New Jersey did that for a nunber of years, but gave it up
about the sanme tinme Al aska did.

4:04:55 PM

MR. LONGANECKER said he thinks there is a lot that can be done
subtly. One possibility would be to provide a nore attractive
option to receive back those students who go to graduate school.
The W CHE nedi cal program has a contract with students to serve
two years for every year contract they have with the state. They
found that 74 percent of those students return to that state as
opposed to 50 percent for those students who aren't on a
contract. You can get return on investnent for that, but that
may be a work place issue as well as a work force issue. There
needs to be places for those people to cone back and work. He
was interested in seeing how the South Dakota Roots program
wor ks over tine.

4:07:04 PM

REPRESENTATI VE BUCH said part of their obligation is to consider
the fact that students need a job. So it's a mtter of
econom cs. In building these nodels the end goal is to inprove
t he econom cs of the state.

4:07: 34 PM
SENATOR (OLSON asked how many of the 74 percent of nedical
students who cone back to the state are still there 5 or 10

years | ater

MR. LONGANECKER di dn't know the answer to that. Wthin the WCHE
region they have a very strong presence. From his tinme in
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M nnesota that has a federal program that encourages doctors
with a simlar state |oan forgiveness he knows that only about
hal f of those who cane back stayed.

SENATOR OLSON asked if he is famliar with the MD. program
versus the D. O program

MR. LONGANECKER answer ed yes.

SENATOR OLSON said he has heard that the D.O program is |ess
expensive and that encourage nedical students to go to the D. O
schools. Are there any significant differences in their return
rates?

MR. LONGANECKER answered there seens to be a nuch l|arger share
of osteopathic physicians who conme back to rural areas than in
the standard all opathic nedicine prograns — in part because they
don’t have areas of specialization. The form of education both
in terms of providing it and receiving it is |ess expensive. The
best students still seemto prefer the MD. route.

SENATOR COLSON asked how nmany students in a North Dakota-type
program actual |y returned, because they are facing the sane type
of rural practice and doctor shortages Al aska has.

MR. LONGANECKER replied he didn’t know the answer to that, but
South Dakota has a lot of students staying in the state; but
that is partly because the South Dakota School of Medicine isn't
terribly highly thought of elsewhere. The WAM program has sone
pretty strong success with its clinical sites and that is a good
way to have students return. Medicine and dentistry are fairly
uni que and probably require a different set of strategies than
the standard undergraduate approach where they could think in
broader ternms and look for nore standard nodels than in high
cost prograns. Part of the dilenma wth nedicine is that
opportunity costs to conme in to a rural area are huge. They
mght need to think about nuch different ways to deliver
education, but he is very inpressed with the way Al aska
devel oped capacity in nental health services through a “grow
your own buil ding up professional devel opnent nodel.” He thought
it had potential in other areas for a rural state.

4:12: 32 PM

CHAI R SEATON nentioned that Al aska has a unique tool in trying
to win back people and in two previous |legislatures they tal ked
about progranms for holding the PFD in trust after two years or
so of allowable absences for students in a Msters or Ph.D.
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pr ogram They could get those back checks when they
reestablished their residence here. He asked for data on how
GPAs coordinated with success rates. He wanted to know the
criteria they are using rewards future success.

MR. LONGANECKER said he would do the best he could to pull that
together for them but his sense is that they will get their
bi ggest bang for the buck from the students who just take a
rigorous curriculum who wouldn’'t have before and who aren’t
going to be exceptional performers. They wll be just regular
folks who will be nuch better prepared for college. In terns of
rewarding, that’s where they would have to be confortable with
the larger awards, the platinum |level for instance, farther up
the conti nuum That m ght keep sonme students in state who would
have gone elsewhere, and it clearly provides a reward for

exceptional students — and there is nothing wong with that.
But they have to determne how valuable that is conpared to
ot her focuses and how much that will cost the state.

The profile for future eligible students could be drawn fromthe
Loui siana State University where 92 percent of the students are
TOPS eligible. About 17 percent of the students at Baton Rouge
Community College are TOPS eligible. He referenced a graph by
John LeCGuardy that | ooked at inconme distributions.

4:17:25 PM

CHAI R SEATON said one of his concerns with the Hathaway Plan is
that the profile of Al aska students is simlar to the profile of
the two-year “outside” college students - and only less than 5
percent of those students in those two-year colleges qualified
for the need based portion.

MR. LONGANECKER agreed that sonmething was “screwy” with the need
conponent there that he would have to figure out. It’'s possible
that the Pell grant is making their need based students
ineligible for the need conponent of Hathaway. He would share
that information when he figured it out.

CHAI R SEATON said the Alaska Scholars Program is based on the
top 10 percent of each graduating class, and he wanted a
conparison of what increase in participation would be for this
program versus that one.

MR LONGANECKER said he would work with them on that issue.

Texas has a 10 percent scholars program but the real problem
with the GPA and the assessnent is if students actually achi eved
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at a higher level it would cost the state a |ot of noney. That
woul d be a nice problemto have, though, he nused.

4:21:48 PM

CHAI R SEATON said he thought the presentation had been hel pful
Finding no further coments or questions the neeting was
adj ourned at 4:21 p.m
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