
JANUARY 2020

Fact base

Texas Higher 
Education Funding



1 C
o
p
y
ri

g
h
t 

©
 2

0
2
0
 b

y
 B

o
st

o
n
 C

o
n
su

lt
in

g
 G

ro
u
p
. 

A
ll

 r
ig

h
ts

 r
e
se

rv
e
d
.

Executive Summary

State of Texas contributes ~$4.4B annually to directly fund higher education institutions, which is slightly above 

national median on a per-student basis (19th out of 50 in 2018)

State higher ed funding, however, has not kept pace with enrollment over the last decade (funding per student is down 

~15%)

3 institutions (UT, A&M, TAMU) receive funding from PUF, a large publicly-funded endowment, whose disbursement 

they control. Most other institutions receive funding from HEF, a separate funding mechanism controlled by the state 

legislature

PUF-funded institutions are more protected from the decline in state funding compared to HEF-funded institutions, as 

income from the endowed PUF offsets cuts in state appropriations  

To close funding gaps, HEF institutions have raised tuition more quickly (+18% at Houston HEF institutions vs +11% at 

PUF institutions). As economic cycles and rising competition can make enrollment unpredictable, this funding strategy 

is less stable and can make longer-term investments more challenging

To help offset this burden Texas provides financial aid grants to assist the neediest students but only 11% are eligible 

each year. The average grant size ($3-5K) covers 7-25% of the average cost of attendance depending on the grant 

program and institution

Note: Unless otherwise noted student refers to Full Time Student Equivalent (FTSE). Undergraduate FTSEs are calculated on the basis of 15 semester credit 
hours. Masters, law, and other special profession FTSEs are calculated on 12 credit hours. Doctoral FTSEs are calculated on 9 credit hours.
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Texas higher ed
funding has been 
consistently 
slightly above 
national median

Texas nationwide rank in state funding per student1

1. State spending per FTSE by state ranked largest to smallest calculated by SHEEO
Note: All dollars inflation-adjusted to August 2019; US includes public 4 year, primarily baccalaureate institutions that have first-time, 
full-time undergraduates, Texas & Houston includes THECB-classified as "General Academic Institutions"  Source: IPEDS, THECB, SHEEO

2008

17th

2013

18th

2018

19th
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Texas higher ed
funding has not kept 
pace with enrollment 2009

2018

% Change

$4.2B

$4.4B

+6%

State funding 

for 4-year 

institutions

436k

545k

+25%

Students at 

public 4-year 

institutions

$9.6k

$8.1k

-15%

State funding 

per student

Note: Dollars inflation adjusted to August 2019, Total Texas population grew 16% between 2008 and 2018, 

State spending on institutions does not include spending on financial aid to students

Source: THECB Sources and Uses Report; BLS Inflation Calculator; BCG Analysis
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Vast majority of institutions saw funding decline, though PUF institutions 
relatively insulated

All Texas

27%
27%12%

10%

68% 67%

13%
86%

68%

15%

13%

8% 16%

Houston 

4yr HEIs

18%
15%

8k

24%

6%

13%

16%18%
14%

7%

75%

13%

76%

11%

61%

13%

47%

45%

59%

9%

75%

10k

63%

16%
10%

74%

19%

67% 65%

18%

82%

10%

90% 84%

19%
18%

7%

7%

74%

8%

17%

8.2k

8.0k

5k

7k

12k
16k

10k

7k

10k

8k
6k 6k 5k

5k 8k
7k

State funding for Houston institutions

($/student)

State funding for Texas institutions

($/student)

Note: UNT Dallas was not a standalone university until 2009; Dollars inflation adjusted to August 2019
Source: THECB Sources and Uses Report FY2009 and FY2018; BLS Inflation Calculator

13%

8%

14%
7%

9%
16%

66%

21%

81%70%

12%

4%
14%

14%19%

67% 73%

19%
12%

12%

69%

15%

6%

11%

85%

12%

76%

31%

88%

13%

56%

11%

11%

8%
11%15%

81%

$14k

10%

73%

9%

80% 86%

14%

86%74%

14%
15%

71%

$10k

$11k
$10k $7k

$10k

$15k

13%

$12k

$9k
$10k

$7k $7k
$9k

$7k
$10k

$7k

$14k

State Appropriations

PUF State Grants & Contracts

HEF

2009
(inf. adjusted)

2018
(inf. adjusted)

Change 2018 

vs 2009
-18% -20% -29% -30% -33% -14% +14% -16% -22% N/A -20% -14% -14% -44% -29% -20% +0%

PUF provides a substantial funding advantage to UT, TAMU, and PVAMU

-27%

HEIs in other cities seeing similar 

trend to Houston
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HEF did not provide the same level of 
protection to falling state funding as PUF

• As economic cycles and 

rising competition can 

influence enrollment levels, 

relying on tuition increases 

is less stable

• Increasing reliance on less 

stable funding sources  can 

weaken the ability to make 

needed long-term 

investments

Implications

Funding formula influenced by 

type & mix of degrees offered 

(e.g. STEM)

Houston HEF

(change 09-18 per 

student)

PUF provides flexibility to 

offset state budget cuts not 

dispersed by legislature

UT, TAMU, PVAMU

(change 09-18 per 

student)

-30%
State 

appropriations

-16%
State 

appropriations

-7%
HEF

+38%
PUF

Note: All percent changes calculated based on FY2009 and FY2018 inflation adjusted dollars
Source: THECB Sources and Uses Report FY2009 and FY2018

+18%
Tuition

+11%
Tuition

Institutions using tuition 

increases to offset state 

funding declines

Trends seen at Houston 

HEF institutions also seen 

statewide
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State financial aid grants help neediest students partially offset financial 
burden caused by rising tuition

Note: Texas also provides $1B in financial aid through tuition waivers and set-asides which are not direct expenditures but are foregone revenue reflected in 
net-tuition calculations; Texas also provides a small number of self-supporting student loan programs; Funding to institutions reflect UH FY2018 average; Net 
tuition, expenses, and financial aid assume dependent student with $35k family income and FY2017 UH average grant size
Source: THECB; University of Houston Net Price Calculator

State higher ed funding impacts tuition levels 

which determines students’ need for financial aid

11

Private 

Funding

Federal, 

Local, 

Institutional 

Funding

Funding sources for average UH Student receiving grant

(illustrative, $K)

Total 

HEI Cost

7

3

State 

Funding

Direct 

to HEIs

7

10

Net 

Tution & 

Expenses

7

Federal 

Pell 

Grants 

& other

6

State 

Grants

Remaning 

Need

32

~5

State and HEIs have 

more control over 

these sources

Texas provides two primary grant programs to 

students with financial need at 4-year HEIs

$357M
2017 total

$93M
2017 total

Tuition Equalization Grant (TEG)

Texas residents or National Merit 

Finalists attending a private university

• Served 26,000 students 

• $3.5K average award

Texas Grant

Texas residents attending a public HEI

• Served 72,000 students

• $4.9K average award
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In Houston most statewide funding trends are reflected or magnified

…and experienced the highest 

tuition increases

+34%

+28%

+26%

+25%

+23%

Largest increase in net tuition per student

(09-18)

Houston has faced some of the 

largest declines in state funding…

-44%

-33%

-30%

-29%

-29%

Largest decline in state funding per student

(09-18)

Note: All percent changes calculated based on FY2009 and FY2018 inflation adjusted dollars; Ranking comes from list of selected peer public institutions
Source: THECB; IPEDS
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Appendix
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Cities with strong economic growth benefit from higher ed
ecosystem to satisfy local business demand for talent

64.9

2.0%

30%

1.5%1.0%

20%

2.5% 3.0%

40%

3.5%

50%

Atlanta

San Jose

San Diego

San Francisco

12-16 Avg. Educational Attainment (% Bachelor+)1

Los Angeles

New York

Denver

Chicago

Baltimore

Dallas

Miami

Philadelphia

Austin

Houston

Washington

Boston

Phoenix

Riverside

Seattle

Minneapolis

Pittsburgh

Detroit

Portland

San Antonio

'07-'17 Avg GDP per Capita'07-'17 GDP CAGR2

Attainment is an 

important factor of 

strong economic 

output

Local degree 

production is a key 

lever to increase 

higher ed

attainment

Houston has been 

able to sustain 

economic 

performance yet 

potential is limited 

as it lags most other 

fast growing regions
Avg:

1. For population 25 years and older.  2. Above = 0.5+ Std dev higher than average; Below = 0.5+ Std dev lower than average. 3 Avg of 2012 & 2017
Source: US BEA, US Census, BLS, IPEDS

High growth, high value regions

At/near average

Below average

Above average 

$56 K

12-17 Avg. Local HEI bach+ degrees produced 

as % of workforce
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To close funding gaps, non-PUF institutions generally relying more on less 
stable funding sources, like student tuition revenue

37%

19%

Houston 

4yr HEIs

All Texas

23% 27%

31%

16%

19%

14%

29%

20%24%

28%

8%
14%

44%

32%

10%

5%

25%

11%

18%

32%

4%

30%

9%

34%

9%

11%

35%

10%

11%

4%
17%19%

32%

36%

5%

21%

16%

18%

17%

21%

45%

20%

21%

12%7%

28%

2%

28%

43%

12%

36%

$23k

32%

6%

16%

43%

39%

14%5%
4%

11%

27%

13%10%

6%
18%

36%

10%

13%

11%
$17k

48%

12%

34%

46%

22%

21%

4%
9%

36%

30%

15%

14%

38%

29%

$29k $29k

16%

$22k

$28k

$32k

$64k

$37k

$21k

$20k

$23k $23k

$29k

$21k

$27k

$23k

$33k

Overall funding for Houston 

institutions ($/student)

Overall funding for Texas institutions

($/student)

Note: Dollars inflation adjusted to August 2019
Source: THECB Sources and Uses Report FY2018; BLS Inflation Calculator

2018
(inf. adjusted)

UH-D and UH-CL are among 

lowest funded schools

Other

Private

Federal

Student

State

Tuition 

Change

(ppt, 2008-

2019)

+3pp -3pp +11pp +4pp +11pp +1pp -3pp +4pp +5pp N/A +5pp +5pp -3pp +26pp +10pp +3pp +4pp+2pp

HEIs in other cities also relying 

more on tuition
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Texas provides two main financial aid grants for students at 4 year HEIs

Texas Grant1 Tuition Equalization Grant (TEG)

Eligible Instituions Public universities Private or independent institutions

Use of Financial Aid Grant can be used to pay any usual and customary 

cost of attendance

Grant can be used to pay any usual and customary cost 

of attendance

Course Requirement ¾ of a full course load ¾ of a full course load

Financial Requirement Must show financial need Must show financial need

Residency Requirement Texas resident Texas resident or National Merit Finalist

GPA Requirement First year: Institution's GPA requirement,

Second year: 2.5

First year: Institution's GPA requirement,

Second year: 2.5

Total Disbursed in 2017 $357M $94.4M

Students Served in 2017 72k 26K

Avg. Award Amount in 

2017

$4.9K $3.5K

1. Texas Grant also has "enrollment pathways" which require a student to enroll as an undergrad 12-16 months after completing HS, military service, or an 
associates degree; HS students can also get priority for Texas grants if they meet additional criteria such as completing 12 hours of college credit (dual 
credit; AP), completed advanced math courses, and ranked in top 1/3 of class
Source: Legislative Budget Board
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Houston HEIs generally receive average state financial aid with a few outliers

6.6% 5.6%
8.7%

3.2%

11.0%

6.1% 5.5%

1.2%

6.3% 6.5%

State

Avg

Houston

Avg

26.4%

7.2%
% of tuition 

revenue from 

state grants

1. Students here refers to unduplicated student headcount.
Source: THECB; IPEDS

% of students 

receiving grant1
8% 7% 3% 13% 22% 11% 9% 9%10%11%

Total grant 

funds ($)
22M 7M 2M 8M 11M 28M 30M 2M57M450M

24%

3M

19%

3M

Backup

Houston HEF

Institutions

PUF

Institutions

Houston Private

Institutions

PVAMU, HBU, UST most heavily 

reliant on state financial aid
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Houston institutions tend to educate greater share of diverse students

Houston’s students have lower income… …are more diverse… …and start college later

21

24

Median student family income ($k/yr)

Federal Poverty Line

26

33

28

53

59

35

54

40

44

Source: IPEDS; BLS Inflation Calculator; US Department HHS; US DoE College Scorecard

22

Student demographics (%)

26 9

38

30

44

5

20

17 9

9

3 5

33 9 7

11

9

2 7 77 8

2 9 82

57

42

36

20 4

31

18

21

10

6

14 22

56

3

46 22 12

47

25

23

27

28

22

21

20

20

23

21

23

21

Avg age at entry

White Hispanic OtherAfrican American Asian International

Nearly 50% 

of students 

come from 

families 

below the 

federal 

poverty line
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The services and materials provided by Boston Consulting Group (BCG) are subject to BCG's Standard Terms 

(a copy of which is available upon request) or such other agreement as may have been previously executed by BCG. 

BCG does not provide legal, accounting, or tax advice. The Client is responsible for obtaining independent advice 

concerning these matters. This advice may affect the guidance given by BCG. Further, BCG has made no undertaking 

to update these materials after the date hereof, notwithstanding that such information may become outdated 

or inaccurate.

The materials contained in this presentation are designed for the sole use by the board of directors or senior 

management of the Client and solely for the limited purposes described in the presentation. The materials shall not be 

copied or given to any person or entity other than the Client (“Third Party”) without the prior written consent of BCG. 

These materials serve only as the focus for discussion; they are incomplete without the accompanying oral commentary 

and may not be relied on as a stand-alone document. Further, Third Parties may not, and it is unreasonable for any 

Third Party to, rely on these materials for any purpose whatsoever. To the fullest extent permitted by law (and except 

to the extent otherwise agreed in a signed writing by BCG), BCG shall have no liability whatsoever to any Third Party, 

and any Third Party hereby waives any rights and claims it may have at any time against BCG with regard to the 

services, this presentation, or other materials, including the accuracy or completeness thereof. Receipt and review of 

this document shall be deemed agreement with and consideration for the foregoing.

BCG does not provide fairness opinions or valuations of market transactions, and these materials should not be relied on 

or construed as such. Further, the financial evaluations, projected market and financial information, and conclusions 

contained in these materials are based upon standard valuation methodologies, are not definitive forecasts, and are not 

guaranteed by BCG. BCG has used public and/or confidential data and assumptions provided to BCG by the Client. 

BCG has not independently verified the data and assumptions used in these analyses. Changes in the underlying data or 

operating assumptions will clearly impact the analyses and conclusions.
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