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TUITION PAYMENT PLANS

OUTSOURCING:
The Opportunity for Education Administrators

EXECUTIVE SUMMARY

The internet revolution and other major changes are driving education administrators to outsource
tuition payment plan administration. Outsourcing tuition payment plan administration and student
services to the nation’s leading tuition payment plan professionals provides cost-savings to academic
institutions, ensures cost-effective use of administrative talent and time and ensures high quality
customer service for students and families.

Costs to provide and maintain effective internally administered payment plans to meet rising student
and family demands are prohibitive. Since 1995, independent research indicates costs to eftectively
install and maintain an internal tuition payment program ecquivalent to just the basic functions
provided by outside providers have increased 250 percent.

e A school managing a comprehensive internally run payment plan saves in
excess of $528 per student by outsourcing.

¢ Leading Tuition Payment Plan Companies Provide:

*  On demand, responsive and flexible customer service
for students and families—at no cost.

e State-of-the-art internet and administrative technology
with continuous upgrades of products and services—at 7o cost.

e Effective recruitment tools helping students and families to
budget and make regular, affordable payments from current
income, limiting deb.

e Retention improvement tools to identify students at risk of
leaving due to financial difficulties, effectively enhancing student
retention by over 20 pevcent.

*  Enhanced control over financial resources with predictable
monthly cash flow and delinquency rates of less than one percent.

Offering comprehensive tuition payment plans to students and families is a necessity on every campus.
Outsourcing through partnership with one of the nation’s leading tuition payment companies is
increasingly the decision of choice for discriminating education administrators nationwide.



TUITION PAYMENT PLANS

OUTSOURCING:
The Opportunity for Education Administrators

Our initial study published in 1995, Tuition Payment Plans, The Dilemma for Colleges and
Universities: Internal vs. External Administration reported that over 2,200 colleges and
universities had made the decision to outsource the administration of their tuition payment
plans. This study, produced in cooperation with The Research Group, an independent
research firm based in Boston, provoked serious discussion. A sequel to the 1995 study was
undertaken because so many significant changes have occurred during these years with direct
effects on both the tuition payment plan industry and on schools nationwide. To complete
this update, we have examined the factors that continue to drive educational institutions in

increasing numbers to outsource the administration of their tuition payment plans.

For many school administrators it would appear that the ‘dilemma’ defined in our initial study
has been resolved. No longer are administrators struggling with the question of internal
versus external administration. Now the issue is just how to maximize the opportunity of

outsourcing the administration of their tuition payment plans.

Influences driving the push toward outsourcing are significant. Some are specific to
education, while others are similarly impacting other industries and precipitating a global

reevaluation of how industries do business. Key changes include:

] The internet revolution
o Heightened demands for more responsive customer service
o Increasing costs of technology and administration

Experts agree that
radical changes
must take place in
educational
finance and
administration to
better manage costs
and to ensure
student access to
quality education.



. Increasing tuition and fees

o Declining value of federal and state grants

o Exponential growth in student and family borrowing

o Competition from new postsecondary education alternatives
o Growing diversified and nontraditional student populations

All of these changes are presenting challenges that must be met. Experts agree that radical
changes must take place in educational finance and administration to better manage costs and

to ensure student access to quality education.!

Our update confirms that tuition payment plan administration is one of many support
services examined for outsourcing by school administrators. For many educational institu-
tions in today’s fiscally conscious economy, contracting out certain services is not just an
option, but a cost-saving necessity. Says Charles Clotfelter, an economist at Duke University,
“Higher education is the biggest service industry that hasn’t gone through substantial, gut-
wrenching restructuring.”® Faced with rising operating expenses, declining enrollment and
shrinking budgets, increasingly colleges and universities are looking carefully at every expense
and turning to innovative outsourcing strategies. Outsourcing tuition payment plan administration
and student services to established payment plan companies is a strategy that benefits a
school, its administrators, and its students and families. Most schools find that the gains

they derive—cost savings, quality service and efticiency—significantly improve their operations.

This paper focuses on the issues facing administrators daily at educational institutions—in
independent and parochial schools as well as at colleges and universities—across the country.
The Research Group reports major shifts since 1995 in how administrators are responding to
the radical changes in their environments, many brought on by the power of the internet in
the hands of students and their parents at many schools. The update confirms that adminis-
trators are more focused now than they were in 1995 on how to meet student and family

needs for tuition payment plans.
1 Comprehensive analyses of many of these issues have been produced by The New Millennium Project on Higher
Education Costs, Pricing and Productivity, sponsored by the Institute for Higher Education Policy, The Ford Foundation and The

Education Resources Institute (TERI). For further information, contact The Education Resources Institute, Inc. (TERI), Boston,
MA, or The Institute for Higher Education Policy, Washington, DC.

2 Matthew Miller, “$140,000—And a Bargain,” New York Times Magazine, 13 June 1999, pp. 48-49(6).
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The issue of responsive customer service has become the singular driving force behind
whether a school continues to administer their payment programs internally or elects to use
an outside source. The demand for enhanced student and family services and the commit-
ment of administrators to fulfill their fiscal responsibility are driving the decision to outsource
this administrative function and services to the companies that can most effectively provide
them at low or no cost. School administrators have come to view outsourcing as an optimum
way to streamline administrative functions and take meaningful advantage of the available

resources, while simultaneously fulfilling their primary mission of education.?

Driving this thinking, in part, is cost. When compared with 1995 costs to produce a
comparable set of services offered by a tuition payment plan company, 1999 costs have
increased by approximately 250 percent. While schools have essentially stood still in
enhancing related operations, tuition plan companies have set the pace in meeting
customer demands and significantly improving products and services. These developments
dramatically increase the ground schools must cover to provide the same level of products and
services. It is nearly impossible for an internally managed payment plan program to cost
effectively deliver customer service comparable to an outsourced provider. For an
educational institution to provide quality services equivalent to the basic functions provided
by tuition payment plan companies, in 1999 it would spend $528 per student annually to

implement and operate a de novo plan compared with an average of $212 per student

annually in 1995 .4

Given the high costs of meeting the heightened demands for customer service, it is not
surprising that more and more schools, colleges and universities have entered into
partnership with outside professionals to provide tuition payment programs designed to make
the financial burden shouldered by families more manageable. Today, more than 2,500 major
colleges and universities participate in externally managed plans, helping thousands of

students and their parents realize the dream of a college education.

3 John J. Devin, “1999 Cost Estimates to Implement and Operate an Internal Tuition Payment Plan,” Independent
study prepared by The Research Group, Hingham, Massachusetts, for ClearLines Communications, Providence, Rhode Island
(July, 1999): p. 1.

4 Ibid.
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CHANGES DRIVING ADMINISTRATORS TO OUTSOURCE

To place the technological, socio-economic and demographic changes underway in context,
it is useful to understand the comprehensive scope of benefits provided by tuition plan
companies. For schools, colleges and universities to be graded as effectively meeting the cry
for better service by students and their families, the standards established by the nation’s

industry leaders need to be met.

An overview of the benefits and services provided, at no cost, to educational institutions

includes:
o State-of-the-art internet and administrative technology
o Continuous upgrading of products and services
o Customized marketing materials for use by admissions, financial aid and
business departments
o Proactive tuition payment counseling for families
o Interest-free monthly payment option
o Enhanced services and account handling
e 24-hour account setup
e Internet enrollment, reporting and adjustments
e Access, twenty-four hours a day, seven days a week via the
internet and fax, to individual account statements and scheduled
daily reports with unlimited account adjustments at no cost
o Current tuition payment plan review and financial analysis
o Strategies to increase recruitment yield
o Student retention improvement tools
o Funds security through lock box processing, trust accounts and bonding
o Comprehensive electronic and traditional billing options
o Rapid funds disbursement through electronic transfer
o Pre-collection program

e Remedial counseling

e Late billing plus telephone contact

Every school
administrator must
detevmine how
much it would cost
on their campus to
deliver these services
and then ask if
these same dollars
would be better
spent meeting
educational
objectives.



Using state-of-the-art technology, strategic tools and years of collective experience, benefits

and services provided to students and families by the nation’s leading tuition plan companies

include:

Proactive tuition payment and debt limitation counseling

Simplified access to Federal Family Education Loans and Direct Loans

at reduced rates, with accelerated loan processing and disbursement
Low-interest alternative loans, including home equity and unsecured
loans, to pay for indirect education expenses

Extended telephone and service hours

Monthly, quarterly, biannual payment schedules

Flexible payment dates with customization, if necessary, to family cash
flow cycles

Comprehensive billing options via mail, coupon booklets, electronic billing
Flexible payment methods, i.c., electronic payment, ACH, from checking
or savings, check or money order, credit card, or by telephone
Twenty-four hours a day, seven days a week access to account information
via the internet, interactive voice and fax response

Free life insurance

Access to scholarships

National providers of tuition plan programs customize comprehensive payment

programs effectively to meet the needs of a school, college or university and its families. The

ability of plan providers to adapt these services quickly to meet changes in the environment

is of primary importance to school administrators. Standards of service established by the

leading companies in the industry have significantly raised the minimum level of service

expected by students and families on every campus.

Every school administrator must determine how much it would cost on their campus to

deliver these services and then ask if these same dollars would be better spent meeting

educational objectives. More and more administrators are saying that educational objectives

come first and are outsourcing this function to tuition payment plan companies.

Families have access
24 hours o duy,

7 days a week, to
their account
information. We
count on this
information to
be easy to use and
accuvate. The
system works so
much better now
for our families.

College
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Manager,
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Since 1995, major changes have occurred that directly impact education environments and
administrators must deal effectively with these changes. Each of these challenges the ability
of a school to effectively deliver the products, services and benefits comparable to those
provided by national tuition plan providers. In this paper, we have chosen to interpret the

changes and their impact on tuition payment plan administration.

The Internet Revolution

Most sweeping in its impact has been the internet revolution, bringing major changes in
both communications and access to information. Still in its infancy in 1995, advances in
communications technology since then have overwhelmed the public and private world with
vast amounts of information. Use of the internet by all segments of the population has
skyrocketed. Recently released statistics from the Department of Commerce reveal that more
than 50 percent of American homes have and use computers, and 59.8 percent use the

internet to access information.?

Heightened Demands for Move Responsive Customer Service

Expanded use of the internet has fueled the growth of a well-educated consumer base, savvy
individuals demanding high levels of customer service from all providers, including school,
college and university administrators. This well-informed population is equipped to
challenge a school and its administrators on their terms, not the terms more convenient to

the school. If their needs are not met, they can take their business elsewhere.

Increasing Costs of Technology and Administration
Today the cost for educational institutions to replicate the minimum level of service
currently available to families using an externally managed tuition payment plan has increased

approximately 2.5 times the likely cost estimated in a similar study undertaken in 1995.6

5 Department of Commerce, National Telecommunications and Information Administration, cited in Wall Street
ournal, 13 September 1999, p. 1(C).

6 Devin, p. 1. Costs are illustrative of an institution with an undergraduate enrollment of 5,000, of which 1,000 part-
icipate in the tuition payment plan. It assumes that the staff is working to capacity and additional resources would be required to
provide services equivalent to those offered by national tuition payment plan companies. Processing of monthly billing, posting of
payments, cash management, account reconciliation and internal reporting, management of receivables and collections, as well as
student and family services would be performed in-house. Existing computer capabilities would be augmented to ensure effective
tuition payment services with minimal impact on existing computing services. Costs to automate include some nonrecurring
expenses for system design and system/software acquisition depreciable over three years. On-going system maintenance and
support costs may require an annual outlay equal to 25 percent of the initial investment for the computer system.
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PROJECTED COST/INCOME SUMMARY

Task/Activity Cost ’99 Cost 95 Change Percent
Marketing $ 87,000 $ 25,000 $ 62,000 48 %
Student/Family 184,000 71,000 113,000 259 %
Services

Finance/Monthly 90,000 44,000 46,000 203 %
Technology 179,000 109,000 70,000 164 %
Cash Management (+)(12,000) (37,000) 25,000 67 %
Return - -
Total Costs $ 528,000 $212,000 $ 316,000 249 %

Based on these assumptions, the 1999 research asserts that for an educational
institution to provide high quality service equivalent to that of tuition payment
plan companies, it would spend $528 per student annually to implement and operate a de

novo plan.”

For smaller or larger institutions, costs will vary. In reality, tuition payment plan companies
are investing in service areas to meet customer demands, while most schools have not made
a comparable investment. This widens the cost gap considerably between internally and
externally administered plans.  As a result, outsourced plans become more attractive to
school administrators considering both the high costs to catch up and the need to provide

the services expected by students and families.

7 Ibid.
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Escalating Tuition and Fees

TRENDS IN TUITION AND FEES, PRICE INDICES,
AND PERSONAL INCOME, 1977-19978
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Tuition and ancillary fees have increased significantly requiring students and their families to
seek financial aid to afford college educations for their children. Between 1977 and 1997,
the average price of attendance at all institutions increased by 304 percent.® Adjusting for
inflation over that period, the average price for all sectors rose by 49 percent, while median

family income rose by ten percent.

Families are left little choice but to demand close attention to their financial needs. They
look to administrators to hold their hands through the application process, to facilitate
financial aid and the tuition payment process, and to provide continuing services when
needed, often in the evening or on weekends. Schools find these demands onerous and, in

an effort to be responsive, find outsourcing more compelling in 1999 than in 1995.

8 Colleen T. O’Brien et al., “The Tuition Puzzle,” (Washington, DC: The Institute for Higher Education Policy,
1999): Figure 2, citing National Center for Education Statistics, 1997, and U.S. Bureau of the Census, 1997a.

9 Alisa Federico Cunningham and Colleen T. O'Brien, “Do Grants Matter? Student Grant Aid & College
Affordability,” (Washington, DC: The Institute for Higher Education Policy, 1998): pp. 16-23, Comprehensive report and sum-
mary analysis concerning grant aid prepared by The Education Resources Institute, Inc. (TERI), Boston, MA and The Institute
for Higher Education Policy, Washington, DC.
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Declining Value of Fedeval and State Grants

Student grant aid has increased in total value, but not enough to keep pace with inflation.
Recent research indicates that over the past twenty years, 1977 to 1997, federal and state
grants, designed to improve family affordability, are covering a decreased percentage of the
costs of education. In 1976-77, the maximum Pell Grant of $1,400 covered 35 percent of
the average price of attending a private college or university and 72 percent of the average
costs of attending a public institution. In 1996-1997, the maximum award of $2,470

covered only 13 percent of the average price at private institutions and 34 percent at public

institutions. State grants are also covering a decreased percentage of the cost of education.

PELL GRANT AWARDS AS A SHARE OF AVERAGE TUITION, ROOM, AND BOARD!?

(IN CURRENT DOLLARS)

Percent of Percent of Percent of Percent of
private 4-year public 4-year Average Pell private 4-year public 4-year
Academic Actual price of price of Grant award price of price of
year maximum Pell attendance attendance (aid per attendance attendance
ending: Grant award covered covered recipient) covered covered
1977 $1,400 35% 72% $759 19% 39%
1978 $1,400 33% 69% $758 18% 37%
1979 $1,600 35% 75% $814 18% 38%
1980 $1,800 36% 77% $929 19% 40%
1981 $1,750 31% 69% $882 16% 35%
1982 $1,670 26% 58% $849 13% 30%
1983 $1,800 25% 56% $959 13% 30%
1984 $1,800 23% 52% $1,014 13% 30%
1985 $1,900 22% 52% $1,111 13% 30%
1986 $2,100 23% 54% $1,279 14% 33%
1987 $2,100 21% 51% $1,301 13% 31%
1988 $2,100 20% 48% $1,303 12% 30%
1989 $2,200 19% 47% $1,399 12% 30%
1990 $2,300 19% 46% $1,438 12% 29%
1991 $2,300 17% 44% $1,449 1% 28%
1992 $2,400 17% 42% $1,530 1% 27%
1993 $2,400 16% 40% $1,543 10% 26%
1994 $2,300 14% 36% $1,506 9% 24%
1995 $2,300 14% 34% $1,502 9% 23%
1996 $2,340 13% 33% $1,515 9% 22%
1997 $2,470 13% 34% $1,577 9% 22%

Note: Average tuition, room and board figures for 1986-87 and later years reflect 20 meals per week rather than meals
seven days per week, and are therefore not entirely comparable with figures for previous years.

10 1hid, p. 7.
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In 1976-1977, the average state undergraduate grant of $590 covered approximately 30 per-
cent of average public four-year prices. In 1995-1996, this figure had fallen to 22 percent

even though the average award had risen to $1,560.11

Exponential Growth in Student and Family Borrowing

The composition of student financial aid has shifted dramatically. Growth in
financial aid has been through borrowing. Federal loans have increased steadily. Total aid
awarded in 1998-1999 equaled $64.1 billion.!2  Since 1966, an estimated 40 million
students and their families, through more than 100 million loans, have borrowed approxi-
mately $270 billion dollars under federal student loan programs to finance postsecondary
education.!® Estimates of total debt burden assumed by students and their families since
1992, including federal and private loans, exceed $150 billion. The Department of
Education projects that by the end of fiscal year 2002, federal student loan volume will total
almost $200 billion.'*

TOTAL STUDENT FINANCIAL AID AWARDED TO POSTSECONDARY STUDENTS,
1971-72 TO 1998-9915 (Constant Dollars in Billions)

60-

50-

Federal Loans

404

Institutional and
Other Grants

Constant Dollars in Billions

Non-federal Loans
Federal Pell Grants

State Grants
Federal Campus-Based
Other Federal Programs

0
71-72 74-75 77-78 80-81 83-84 86-87 89-90  92-93 95-96 98-99

11 Academic Year
Ibid.

12 e College Board, “Trends in Student Aid,” (New York: College Entrance Examination Board, 1999): Figure 2.
13 Department of Education, Federal Student Loan Programs Data Book (Washington, DC).
14 Ipid.

15 The College Board, “Trends in Student Aid,” Figure 9.
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Growth of New Postsecondary Educational Alternatives

The internet revolution with its inherent capabilities in telecommunications and computers
has spawned new methods of education. Entrepreneurs have built a network of for-profit
universities that have begun to compete for students with traditional nonprofit institutions of
higher education. “Nothing in the world of higher education is burgeoning so fast as on-line
education, with one million adults reported to be taking courses via computer this year, and
twice that number by 2002. Institutions from state universities to Stanford are setting up
satellite campuses across the nation where students can take so-called distance learning
courses via computer. They offer the same coursework, grant the same degree, and in some
cases charge the same tuition. But they are far cheaper to run—no need for campus centers

or athletic teams.”16

Advocates of distance learning, using methods that rely on software, video and the
internet, are targeting the traditional student market and the market for postbaccaluareate
education. It is clear that the growth of distance education and other technological
advances will continue to impact colleges and universities. The discussion regarding distance
learning, however, is replete with many unanswered questions. Does distance learning really
provide access to a college education? What are the implications for faculty and
student/teacher relationships? What are the short- and long-term implications for

traditional college campuses?17

While research and discussion will continue among educators about the intrinsic value of
distance education, the struggle for market share will intensify. The recent decision of the
U.S. Department of Education to create a five-year pilot project waiving many of the
restrictions and rules of the 1992 Higher Education Act on financial aid for on-line students

may also have profound and far-reaching effects on campuses nationwide.!8

16 Kate Zernike, “US Colleges Putting on an Older Face, with Help from Net,” Boston Globe, 29 August 1999, p. 1(A).

17 Ronald Phipps and Jamie Merisotis, “What’s the Difference? A Review of Contemporary Research on the
Effectiveness of Distance Learning in Higher Education,” (Washington, DC: The Institute for Higher Education Policy, 1999).

18 Martin Van Der Werf, “Colleges Picked for Project on Aid to Distance-Learning Students,” Chronicle for Higher
Education, 9 July 1999, p. 34(A).
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Growing Diversified and Nontraditional Student Populations

“The traditional image of a college student, a white male between 18 and 22 from a relatively
affluent family, is increasingly irrelevant,” recently stated Terry Hartle, senior vice president,
the American Council on Education.!® Today, only 20 percent of college students nation-
wide fit the traditional “Joe College” image. The average age of the American undergradu-
ate is 26.6 years. Only thirteen percent of undergraduates reside on campus. A third work
full-time and half attend part-time. Less than half rely on their parents for college funds. In
fact, 25 percent have children of their own. “This is a trend in all colleges and universities;
the difference is simply the extent. But it’s obvious we’re in the middle of a profound

change.”20

With an increasingly older student population, working and learning on both traditional
campuses and online, the challenge for college administrators is to offer products and services
designed to address the special requirements of these students in the areas of financing and
student services. By outsourcing tuition payment programs and related functions, admini-

trators can be assured of access to state-of-the-art products and services specifically designed

to accommodate this fast-growing segment of the student population.?!

HOW ARE FAMILIES COPING?

For students and families, deciding on the right college is the most important and

2

emotional decision they will ever make.?> It’s the American dream. Recent research

indicates that 94 percent of parents anticipated while their children were in high school that
their children would achieve at least a bachelor’s degree or higher.?3 Parents work hard to

provide their children with college educations, knowing that the investment will pay off.

19 Zernike, p. 1(A).
20 1pid.

21 Ernest T. Freeman and Jamie P. Merisotis, “Life After 40: A New Portrait of Today’s and Tomorrow’s
Postsecondary Students,” (Washington, DC: Institute for Higher Education Policy, 1997): Comprehensive report on the growth
of this nontraditional student group and its implications for colleges and universities prepared by The Education Resources
Institute, Inc. (TERI), Boston, MA, and The Institute for Higher Education Policy, Washington, DC.

22 Thomas D. Parker and Colleen T. O'Brien, “College Debt and the American Family,” (Boston: The Education
Resources Institute, Inc. (TERI), 1995): Comprehensive report concerning college debt and the American family prepared by The
Education Resources Institute, Inc. (TERI), Boston, MA, and The Institute for Higher Education Policy, Washington, DC.

23 William L. Stringer, et al., “It’s All Relative: The Role of Parents in College Financing and Enrollment,”
(Washington, DC: The Institute for Higher Education Policy, 1998): p. 23.
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Earnings associated with a college degree have risen nearly twice as fast as inflation. In 1980,
the typical male college graduate earned 19 percent more than his high-school counterpart.

By 1995, the gap had widened to 52 percent.?*

For students and parents, figuring out how to finance education costs to fulfill these dreams
is an overwhelming process. How do families pay for college? While planning to pay for
college, parents anticipate they will use their savings, that their children will receive grants and
scholarships and that they may need to borrow. Yet, in spite of their good intentions, fewer
than one in five families have saved at least half of the price of their child’s first year of
education expenses. In reality, more than 75 percent of parents of dependent students use
their current income, 65 percent use previously saved funds—often exhausting their savings

in the process—24 percent use loans, and 30 percent take on additional work to pay college

expenses.2?

For parents borrowing to finance their children’s educations, the average loan amounts are
increasing rapidly. The most frequent source of cumulative funds borrowed by parents is
federal PLUS loans, used by 44 percent, second mortgages, 17 percent, state loans, 14
percent, and institutional loans, 11 percent. In total, parents who used loan funds reported
borrowing, on average, $14,077.2° In addition, many families encourage their children to
assume lower-cost student loans with the promise that they will assist them in paying them
back, essentially shifting the debt burden to their children. As a result, the collective debt
burden for graduating college students and their families currently exceeds $60 billion

annually.

Tuition payment plan companies are in a better position than ever before to assist families in
understanding their education financing options. Families that pay education expenses from
current income minimize loans and interest payments and relieve themselves from years of

burdensome debt.

24 Miller, p. 48.
25 Stringer, p. 26.

26 1hid, p. 25.
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PROVIDING FAMILIES WITH FLEXIBILITY—

WHY TUITION PAYMENT PLANS WORK

The lack of flexibility inherent in the traditional payment process prevents many qualified
students from enrolling at their institution of choice. Rather than struggle to make the two
large standard payments a year required by most schools—one in August and one in
January—participation in a tuition payment plan allows families to budget and make smaller,
more affordable payments beginning the summer of matriculation. For an average annual fee
of $50 to $70, the nation’s leading tuition plan companies provide comprehensive and
proactive counseling, payment and financing options to families. Working one-on-one with
the student’s family and school, exact payment amounts are calculated reflecting credits for
scholarships and other financial aid. Payment schedules and amounts can be adjusted to
reflect changes in the financial circumstances and cash-flow cycles of the individual student or
family, providing every family with the flexibility they need to fit college expenses into their

budgets. Plans operate through the course of the student’s enrollment.

By maximizing out-of-pocket payments, families reduce their debt burden. Students using
education payment plans pay no interest and have the benefit of spreading payments through-
out the academic year. Families feel more secure in the knowledge that they can pay their
child’s tuition, while also exercising control over their financial resources and limiting their

long-term debt.

In addition to interest-free monthly tuition payment options, leading tuition payment plan
companies offer personal proactive counseling to families, helping them to develop budgets
and avoid unnecessary borrowing by paying tuition from their current income in convenient,
predetermined payments scheduled over a ten- to twelve-month period for each academic
year. Working with individual families, counselors develop flexible payment schedules that fit
a family’s unique payment requirements, eliminating the need for schools to internally

administer cumbersome deferred payment plans. If a family working in partnership
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with their counselor determines the need to borrow, simplified access to low-interest Federal
Family Education Loans are available, often at rates lower than those offered by many other
loan programs, and families are personally assisted through the application process.
Accelerated loan processing and disbursement and electronic transmission of loan requests to

direct lending schools are also provided.

Additional Benefits for Students and Families

While the interest-free monthly payment option represents the primary service provided,
payment plan companies offer additional services. They provide the option of automatic life
insurance to cover unpaid tuition payments in the event of a parent’s untimely death.
Participants may also apply for home equity and unsecured loans if they need additional funds
for indirect education expenses. Most companies offer other financial and nonfinancial forms
of support, including student credit card enrollment, informative newsletters and guides to

federal programs and other sources of funds.

HOW ARE ADMINISTRATORS ADJUSTING?

How can educational institutions manage their resources and fiscal affairs with foresight and
intelligence, anticipate the effects of the profound changes taking place online and on
campus, while also addressing the financial concerns and customer service requirements of

students and families?

In a recent survey of education administrators on tuition payment plans and
national providers, of particular importance are administrators’ opinions about the current
issues facing campuses.?”  Asked to rank in order of priority the five top issues facing
campuses today, administrators identified the major issues as:

Service to students and families
Student retention

Student recruitment

Tuition payment delinquencies
Cash flow

A

27 «National Survey of Education Administrators about Payment Plan Companies,” Independent surveys prepared by
Rooney, Plotkin & Willey, LLP, Certified Public Accountants (Newport: 1995, 1999).
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More than 90 percent of the respondents indicated that tuition payment plans are effective
tools in helping families reduce debt. Responses in 1995 and 1999 are significant in
revealing notable shifts in opinion about tuition payment plans and their use by families
struggling with education expenses. In 1999 administrators’ responses demonstrated
heightened concern about quality service, enhanced flexibility for families and reducing
family borrowing. Facing a demanding and well-educated consumer base coupled with
intense competition for students, administrators feel increased pressure to focus on customer

service in all areas, including tuition payment services.

Historically, implementation of internally administered tuition payment plans and associated
student services has been the responsibility of several functional areas at a school, including
admissions, financial aid, the bursar’s office and the business office. On most campuses,
no one functional area has taken primary responsibility for implementation. Internal
administration of an effective program that meets the full needs of families is difficult, time
consuming and prohibitively expensive.?8 Schools often offer a number of payment plan
programs. Blended programs that combine internally and externally administered tuition
payment plans are steadily decreasing. The enhanced flexibility and service performance of

externally administered programs continues to drive schools to drop their internally

administered program and outsource.

WHY ADMINISTRATORS ARE SEIZING THE OPPORTUNITY TO OUTSOURCE
State-of-the Avt Technology

The financial investment in developing technologies by the nation’s leading tuition
payment companies is significant. To maintain their competitive edge, tuition payment plan com-
panies remain abreast of advances in communications and telecommunications technology

through focused research and the development of new products and services.

Aware that students and families increasingly turn to the internet for information and college

financial planning resources, they have developed state-of-the-art technology to meet the specific

28 Devin, p. 1.
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needs of schools and of families. National tuition payment plan companies have led the
technology revolution in developing specialized campus-based tuition payment counseling tools

and unlimited program access and control for campus-based staft.

The following represent some of the most recent innovations:

* One-stop, on-line automated counseling programs to blend interest-
free monthly payment options and low-interest loans that ultimately reduce

debt burden for families.

Interactive on-line computer communications systems connecting schools to
student payment plan accounts via modem and the internet, providing
institutions with the ability to accurately review, change and modify student

account data and process cash payments made on campus.

o Full internet services that instantly generate reports, including enrollment,
payments to date, funds disbursement, last payments, retention, ACH,

delinquency, budget adjustment, pending enrollments and student statements.

o Automated services for student and family use providing instant access twenty-
four hours a day, seven days a week, to the status of accounts by internet, fax

and telephone.

These and other services can be modified for compatibility with an institution’s existing
operations. Integration and data exchange with the partnering company is usually seamless and
provided at no cost. Leading companies provide comprehensive web sites on the internet that
provide information and counseling tools for families and also provide schools with access to up-

to-the-minute status reports.

In a world where technological sophistication is the norm, especially in financial and banking
services, internally administered plans are inherently limited by inaccessibility to new technology
and advanced research. National tuition payment companies provide colleges and universities with
all the benefits of customized technology and knowledgeable, experienced service, without the

requirement of making the costly investment themselves.
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Enhanced Recruitment, Envollment and Retention

In light of increased competition for students, recruitment is an increasingly important issue for
a majority of educational institutions.  Schools are more actively recruiting students.?’
Simultaneously, students and their families rank affordability as a major consideration in choosing
the school they ultimately attend. One-on-one counseling, interest-free monthly payment options,

and extremely flexible payment schedules as well as access to loan programs, when necessary,

encourage students to enroll, knowing they have the resources to help manage costs.

Tuition payment plans support student retention efforts by making it easier for students and their
families to plan regular and affordable installment payments. Research reveals that the inability of
students to make standard tuition payments is a major cause of transfers and withdrawals. Only
sixty-seven percent of freshmen advance to sophomore year, and after five years of education, only
fifty percent of all students have received bachelor’s degrees.3? In addition, through enhanced
communications with students and families, leading payment companies have developed retention
tools to identify students who may leave due to financial difficulties. Once identified as at risk,
counseling and adaptable payment alternatives can often provide the flexibility a student needs to

remain in school through graduation.

Additional Opportunities

Tapping the resources of a national payment plan company not only relieves schools of consider-
able staff, processing costs and the other overhead expenses involved in maintaining a campus-
based operation, but also provides additional opportunities. These companies process
financial transactions in an organized, cost-efficient manner, and provide additional
services that many institutions do not provide because of the financial and human resources costs
of implementation. Research indicates that internally administered programs do not have the
capability to offer the variety and breadth of support services to students and families offered by

leading companies.

29 Ben Gose, “Colleges Turn to Consultants to Shape the Freshman Class,” Chronicle of Higher Education, 7 May
1999, p. 49(A).

30 he College Board, “Annual Survey of Colleges, 1994-1995, Summary Statistics,” (New York: College Entrance
Examination Board, 1995): Tables 13f.
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Services include toll-free, extended telephone hours, some with twenty-four hour service. Staff
representatives are trained to counsel students and families on college financing alternatives and to
answer detailed questions posed by a student, family or high school counselor about the tuition

payment program and general financial aid resources of a participating school.

Fiscal Control

Working with tuition payment plan companies, educational institutions maintain better control
over their financial resources by earlier and predictable cash flow of monthly tuition revenues.
This allows schools to invest their funds more effectively and improves fiscal planning. External
plans make it easier for students and their families to make their payments, and institutions

experience a significant decline in delinquent student accounts, charge-offs and withdrawals.

By outsourcing, schools transfer the job of billing, remedial counseling and collections to
professionals, while being assured that their students and families receive the highest
levels of quality service. With the ability to provide remedial counseling to families
experiencing financial difficulties, leading tuition payment plan companies report delinquency
rates of less than one percent, significantly lower than the aggregate average delinquency rate of

five percent experienced by public and private institutions nationwide.3!

Enbanced Image

An equally important benefit, an institution’s public image is enhanced through the
professionally produced communications and marketing packages designed and developed to
address specific service, recruitment and retention needs. Strong, effective marketing campaigns
are critical to the process of educating families about the benefits of using a tuition payment plan
to maximize use of current income and reduce unnecessary borrowing. Customized marketing
materials, developed by the servicing company in concert with school administrators, help a school
inform students and families about its tuition payment plan and comprehensive services. Strong
marketing materials featuring integrated messages about the resources available for students and
families are key to successful recruitment efforts by admissions and are equally important to

financial aid and business offices.

31 Department of Education, Educational Default Statistics (Washington, DC: Government Printing Office, 1998).
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CONCLUSION

Major technological, socio-economic and demographic changes are forcing administrators on
campuses across the country to outsource administrative functions and services more effectively
and efficiently provided by outside experts. High on the list of functions to be outsourced is the

administration of tuition payment plans.

The rise in the cost of a college education has made traditional financial aid sources—grants, gov-
ernment and private loans, scholarships and work study programs—inadequate. Larger out-of-
pocket payments are required from students and their families and are often the only answer.
Standard payment programs—paying once for each semester—are inflexible and incompatible

with the realities of many families’ overall financial situations.

The issue of responsive customer service has become the singular driving force behind whether a
school continues to administer their payment programs internally or elects to use an outside
service. Tuition payment plans offer practical solutions to struggling families. Today’s students
and families need a process to finance education costs that is both more understandable and more
affordable. How can families afford the costs of college without saddling themselves and their
children with years of burdensome debt? Participation in a payment plan empowers students and
their families to be active participants in both the financial planning and payment process, while

at the same time maximizing use of current income to avoid debt.

Outsourcing makes sound fiscal sense. Once the real costs in both dollars and human resources
of building and implementing a program comparable to that available through the nation’s
payment plan companies are recognized, savvy administrators are increasingly turning to profes-
sionals to deliver a customized set of products and services to meet their needs and requirements
as well as those of their students and families. Leading tuition payment companies provide a
comprehensive array of innovative support services to students and educational institutions—
quality services at no cost to the institution—making the tuition payment process more under-

standable, manageable and, of primary importance, affordable for families.
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Partnership with one of the country’s leading companies empowers schools, students and families
to become active participants in the tuition payment process, while providing students and
families with the ability to exercise more control over their personal finances. Families enjoy a
sense of security in the knowledge that with informed counseling and intelligent planning, the
education of their dreams can be within their means. Perhaps most importantly, school, college
and university administrators are able to channel their human and financial resources and time into

education—their specific function and primary mission.
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CHECKLIST

If you are currently evaluating your institution’s tuition payment program, you might want to consider the benefits that

partnership with a national tuition payment plan company offers.

Benefits for Schools, Colleges and Universities

O0000OC

[ Sy Iy By

State of the art internet and administrative technology

Continuous upgrading of products and services

Customized marketing materials for use by admissions, financial aid and business departments

Proactive tuition payment counseling for families

Interest-free monthly payment option

Enhanced services and account handling

U 24-hour account setup

U Internet enrollment, reporting and adjusting

O Access, twenty-four hours a day, seven days a week, via the internet and fax, to individual
account statements and scheduled daily reports with unlimited account adjustments at no cost

Current tuition payment plan review and financial analysis

Strategies to increase recruitment yield

Student retention improvement tools

Funds security through lock box processing, trust accounts and bonding

Comprehensive electronic and traditional billing options

Rapid funds disbursement through electronic transfer

Pre-collection program

U Remedial counseling

O Late billing plus telephone contact

Benefits and Services for Students and Families

O0O00COo O

O

Proactive tuition payment and debt limitation counseling

Simplified access to Federal Family Education Loans and Direct Loans at reduced rates, with accelerated loan
processing and disbursement

Low-interest alternative loans, including home equity and unsecured loans, to pay for indirect

education expenses

Extended telephone and service hours

Monthly, quarterly, biannual payment schedules

Flexible payment dates with customization, if necessary, to family cash-flow cycles

Comprehensive billing options via mail, coupon booklets, electronic billing

Flexible payment methods, i.e., electronic payment, ACH, from checking or savings, check or money order,
credit card, or by telephone

Twenty-four hours a day, seven days a week access to account information via the internet, interactive

voice and fax response

Free life insurance

Access to scholarships



