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I.  BLOCK TUITION
. Tuition charged to students in the SUS is currently calculated by multiplying a charge per credit hour by the number of credit hours in the student's schedule. Associated fees are calculated largely in the same manner, although there are a few examples of fees charged by "headcount" or on a block basis. The Board of Governors was authorized by statute passed in the 2010 legislative session to approve proposals to replace per-credit-hour charges with block tuition and fees on SUS campuses. Block tuition refers to one flat charge to full-time students in the Fall and Spring semesters that entitles them to enroll in courses whose total credits fall in a specified range. 
Example.  A course schedule averaging 15 credits per term is a widely acknowledged standard load for students. With such a schedule, a student completes a 120-credit hour degree in eight semesters.  Consequently, one possible block tuition implementation of this philosophy would charge full-time students the flat rate of 15 times the authorized per-credit-hour charge per term, and would allow students to enroll in a schedule of courses totaling anywhere between 12 and 18 credit hours. A similar calculation would be applied to determine accompanying fees at a flat rate. Part-time students enrolled in fewer than 12 hours would not be charged block tuition, but would be charged for each credit enrolled at the standard per-credit hour rate. In rare cases where high-achieving students enrolled for 19 or more credit hours, they would pay a surcharge over block tuition for each credit in excess of 18.  
Implications for Bright Futures and Florida Prepaid.  Recent changes make Bright Futures compatible with block tuition.  Bright Futures is no longer tied to the tuition and fees charged to the student.  Instead, a Bright Futures award pays a fixed dollar amount for each credit.  The situation with the Florida Prepaid Program is slightly more complicated.  A block tuition plan may not increase the State’s financial burden.  Since Florida Prepaid is a State program, university proposals may need to accommodate this program to meet this mandate.  
Why Block Tuition?  Block tuition offers several advantages to university and student. 
1. Block tuition provides a more predictable revenue stream for universities. It can be difficult to predict tuition revenue when students are charged per credit hour.  It also provides a more transparent pricing structure for students, since they know the cost of education for any number of credit hours taken individually and cumulatively.  

2. Industrious students may accelerate progress to graduation at no extra cost by taking 16 to 18 credits per term. 
3. Block tuition encourages progress towards graduation. Since students are paying a flat fee and can take additional credits at no extra cost, there is incentive  to make timely progress. 
4. It reduces administrative burden. There is considerable adjustment in student schedules during a semester, involving courses both added to the schedule and dropped from it. Each adjustment currently requires a financial transaction in which student tuition and fee charges are adjusted, bills are issued and refunds made. Block tuition and fees would substantially reduce this administrative burden and the related costs.
Does Anyone Else Employ Block Tuition?  Absolutely. It is not an exotic option.
For example, the following universities employ some form of block, or flat, tuition: State University of New York at Stony Brook, University of Illinois at Urbana-Champaign, Indiana University at Bloomington, University of Texas at Austin, Texas A&M University, University of Toronto, and UCLA.  
II.  MARKET RATE TUITION. This discussion applies only to courses and degree programs that are self funded, and so we begin with a review of that term
Several decades ago, the vast majority of SUS courses and degrees were subsidized by the State. We refer to them as state funded
. The student contributes tuition to fund a credit hour of coursework, and the state adds a supplement in the state funded model to cover the full cost of delivery.  But even then, universities delivered other instruction that did not receive any state subsidy. This was delivered primarily through units like the Division of Continuing Education. Without subsidy from the state, these instructional units needed pricing to recover full costs and were authorized to do so. 
In the 1990's, two phenomena manifested. First, the State found it financially challenging to meet continued demands for enrollment growth. Second, distance education loomed large. The SUS was able to accommodate these two phenomena in part by developing self funded distance education programs through Continuing Education. That is, no state subsidy is provided to these programs. Like other Continuing Education programs, they had to recover their operating costs from student tuition and fees. This has enabled the SUS to expand its educational offerings to the citizens of Florida and around the world. This has increased access for students, promoted university reputation and brand, and provided new sources of revenue to help diversify and stabilize university budgets. All of this has occurred at no extra cost to the State, which would likely be unable, even if willing, to fund all of this instructional activity. 
In only two decades, the self funded model of distance education has grown to become a critical component of several universities' portfolios in the SUS, but its  full benefits will be realized only with BOG implementation of the recent statute permitting authorization of policies to set tuition at market rates. 
The cost recovery pricing model, which was instrumental in the early development of these programs, is now impeding full articulation and limiting the potential benefit to the state and its citizens.  In fact, this model has resulted in unrealized revenue opportunities and administrative conflict.  
First and most importantly, there are self funded programs that have the potential to generate residuals above cost recovery that can be used to support the broader mission of the unit in teaching, research, and service. They can do so by charging fair rates for their services as determined by the market. 
Example.  UF Executive and Professional MBA Programs. These programs, which include a fully online option, have been offered on a self funded basis through distance education since 1993. To date, these programs have graduated approximately 3000 students. In 2009, the online program was named by The Economist as one of the world's two best Internet MBA programs (the other one being offered in Spain). This program, one of the best in the world, should be authorized to charge market rates for its educational experience and degree. There is stiff competition that has determined the market and fair rates. Even in the State of Florida, other MBA programs are offered by prestigious U.S. institutions through distance learning, including Northwestern ($153,900), Duke ($102,900), Miami ($73,824), UF ($46,000).  
Programs like this one offer exceptional value. It makes no sense to underprice this in the market, especially at a time when university budgets are being reduced. Residuals from these programs could help retain faculty and facilitate improved and enhanced instruction and research in the unit.  
It was mentioned above that the current policy limiting revenue to cost recovery has produced administrative conflict. That is because there is considerable fuzziness in defining and calculating costs to be recovered. Differing interpretations of how costs are to be calculated by auditors and others have produced considerable and unnecessary conflict that would be eliminated through the establishment of market rates.
There are two ways the BOG can address formulating a regulation for implementation. The statute references approval of market rate policies. The BOG could establish policies and procedures under which universities are authorized to define the market and establish rates within that market. Alternatively, the BOG could establish procedures to review individual requests by course and program. The latter will certainly entail considerable administrative burden and costs.  For example, UF alone currently has 23 self funded programs involving 350 courses with an additional 9 programs and 100 courses coming online in 2010-11.  It would be counterproductive to open the door to competitive expansion and then put “ticket takers” at the door which will limit the ability for timely response in the rapidly developing market.  
Comments on Market Price.  Market price is the economic price for which a good or service is offered in the market place.  If the market is efficient and rational expectations prevail, then market value and market price are equal.  The market price for a program may be determined empirically or may require gradual calibration.  In any event, markets are self correcting.  If the market price is excessive, then demand will fall or supply will increase.  Here are some suggestions to be used in determining market price.

1. Average the price of five comparable programs
2. If unable to perform (1), use the tuition rate for out of state students
3. The market price cannot exceed the larger of (1) or (2) 
This price should be reviewed every three years in accordance with changes in (1) and (2).  
� Block tuition is also referred to nationally as “flat tuition.”  


� This reality is obscured by administrative and legislative vocabulary commonly used in funding discussions, where the term “full time equivalent students” or FTE is employed.  The fundamental unit measurement of funding is credit hours of coursework and not student headcount.
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