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ABSTRACT

How to finance higher education remains controversial among policy makers across the
United States and Texas is not exempt from the controversy. In 2011, House Bill 9 (H.B. 9) was
enacted in Texas to dedicate a portion of state funding to public colleges and universities that
meet specific performance-based standards. Although H.B. 9 has been passed and signed into
law, it still has not been determined how funding will be distributed or how effective it will be.
The study compared expenditures of the 37 public four-year colleges and universities in Texas to
anticipated funding amounts based on performance-based indicators established in H.B. 9.

The study was descriptive in nature and involved three phases with the third phase
culminating in an article for publication. The first phase examined the major aspects and driving
forces to performance based funding as it changes the paradigm of how colleges and universities
receive public funding. Phase one produced an article published in British Journal of Education,
Society, & Behavioral Science (Ellis & Bowden, 2014). The second phase analyzed data from
several states with similar performance-based funding standards to help bring to light to the
possible effects H.B. 9 will have on Texas’ public. Phase two produced a second published
article in the Journal of Educational Issues (Ellis & Bowden, 2015). Phase three examined
benefits and burdens among public four-year institutions based on funding for performance-
based indicators established in H.B. 9.

Results showed if general academic, operations and teaching, and space (GAOTS)
allocations are made through 2030, institutions benefit through performance-based funding ($4.5

billion support). If they have to rely on bonus dollars only, they will be burdened to reallocate



funding from their current budgets on each campus to subsidize ($2 billion) the state’s strategic
plan to achieve 60x30TX graduation goals.

There were several recommendations for future research. First, all institutions stand to
gain or lose. However, overall, the regional system institutions stand to gain and lose the most,
whereas flagship institutions stand to gain and lose the least. Second, institutions need to be
intentional about developing strategies that significantly improve student success, uncovering
barriers and enablers to degree and credential attainment, as well as to understanding factors that
enable student success. Third, institutions need to rethink student success strategies especially
with regard to nontraditional and economically disadvantaged students that make up the majority

of the student population at public comprehensive colleges and universities in Texas.
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CHAPTER 1
Introduction
Background and Setting

Historically, higher education was considered essential in serving the public good by
contributing to the growth of American society (Cohen & Kisker, 2010). More recently, public
higher education is increasingly required to defend, justify, and validate its performance and
value to legislators, taxpayers, and society in general. The legislative and executive mistrust in
higher education has been a major driving force behind the assessment and accountability
movements in higher education (Astin, 1990; Bowman, 2012; Burke & Associates, 2002;
Hunsaker & Thomas, 2014). The past several years have been exceptionally difficult as declines
in national standings and states have been realized where appropriations are offset by increased
student tuition and fee revenue. Much of the decline can be attributed to the shifting paradigm
of how public funding is allocated to institutions of higher education (McLendon & Hearn,
2013).

The trend among policymakers has moved away from the reliance on enrollment-driven
funding formulas. They have moved toward policies that link appropriations to an institution’s
ability to document state mandated educational performance standards and results. Historically,
colleges and universities received state funding based on how many full time equivalent
students enroll at the beginning of a semester. However, states are now reconsidering the
enrollment-based funding model because, though it provides incentives for institutions of higher
education to enroll students and provide access to postsecondary education, it does not provide
incentives for institutions to help students successfully complete degree programs (NCSL,

2014). State policy makers are progressively linking funding to accountability and efficiency



models that directly impact the needs of students, the state, and the economy. However, this
model is controversial and has very little data to indicate whether it is successful or not.
Because higher education is an economic driver in a time of financial crises, funding allocations
will no longer be based on institutional needs, but on how well institutions are meeting state
objectives.

How to finance higher education remains controversial among policy makers and
constituencies across the United States. Texas is not exempt from the controversy. According to
Ellis and Bowden (2015) institutions of higher education and the Texas Higher Education
Coordinating Board (THECB) have come under pressure to increase performance
accountability, efficiency and competitiveness due to increasingly strained state finances. In
Texas, House Bill 9 (H.B. 9) was enacted in 2011 to dedicate a portion of state funding to
public colleges and universities that meet specific performance-based criteria. Although H.B. 9
has been passed and signed into law, it has yet to be implemented. Additionally, there is a lack
of data assessing whether the costs to colleges and universities to comply with the law fiscally
benefit Texas public four year institutions. In addition, it is not known how effective the law
will be to produce the outcomes expected (Ellis & Bowden, 2014).

Statement of the Problem

According to the National Conference of State Legislatures (2014), 24 states currently
have some form of performance-based funding for higher education. Originally, Texas was
ahead of the curve when it began discussing the idea but other states leapt ahead and now Texas
is in the middle of the pack (The Texas Tribune, 2014). For the past three legislative sessions,
coordinating board leaders in Texas were working to implement a shift in funding to

universities from formula funding focused on enrollments to formula funding that creates



incentives for institutions to raise student achievements. Currently at the coordinating board, an
advisory group consisting of university representatives is continuing to make modifications so
that performance-based funding will benefit all public universities and not just a select few
(THECB, 2014).

Many representatives from institutions of higher education remain skeptical of
performance-based funding (Lederman, 2014; Rabovsky, 2014). They question whether or not
allocations under such policies adequately reflect the major differences in institutional missions
and the diversity of students served, or whether such policies exacerbate inequalities in
institutional funding (AAUP, 2014). In addition, a new round of research shows that
performance-based funding programs do not work, at least to the extent states are trying to
increase degree completion (NCSL, 2014). One such study by Florida State University
examined performance-based systems in 19 states. The research found that while those
programs were largely designed to increase the number of students completing degrees, it did so
only in four of them. In six states, completions actually declined and the results were
inconclusive in nine other states (Lederman, 2014). Advocates for performance-based funding
argue that effectiveness would grow as state appropriations linked to them does (Rabovsky,
2014). They also argued it is too early to gauge the success of the most recently enacted
performance funding systems which tend to have higher stakes, as is the case in the state of
Texas. According to a study conducted by Columbia University in 2012, it is rare to find studies
that sample across different kinds of institutions, such as flagship state universities and their
system regional institutions. There are 37 public four-year universities in Texas that range in

size and cater to varying populations with different goals.



It is clear the influence of performance-based funding in the United States for higher
education is gaining momentum as a matter of individual state policy development (Ellis &
Bowden, 2015). Texas is rapidly moving towards this model because of legislative mandates to
implement formula funding, increase student success, and produce student outcomes that are
directly aligned with the states’ education goals and economic needs (Ellis & Bowden, 2014).
However, the literature reveals a large amount of controversy about the effectiveness of
performance-based funding. Although state legislators anticipate a performance-based funding
model meeting state goals and needs, by contrast, the literature is scarce with information about
how effective the model will be. Before assessing the effectiveness of performance-based
funding as a model to meet state objectives, it is important to understand how it affects the
performance of public colleges and universities, since state outcomes depend on institutional
performance. Therefore, this study will compare expenditures of public four-year colleges and
universities to anticipated funding amounts based on performance-based indicators established
in H.B. 9.

Currently, there are 37 public four-year institutions. They are grouped into four state
university systems that include the University of Houston, the University of North Texas, the
University of Texas, and Texas A&M University. The two largest systems are the University of
Texas and Texas A&M University. The flagship campus in the University of Texas system is
located in Austin, Texas. The flagship campus in the Texas A&M University system is located
in College Station, Texas. The following figure shows the groupings. Systems and other state

institutions are summarized in Figure 1.



[University of Houston System University of North Texas System  University of Texas System Texas A&M University System Other
[University of Houston University of North Texas at Dallas University of Texas at Austin West Texas A&M University Angelo State Univeristy
[University of Houston- Clear Lake University of North Texas University of Texas Rio Grande Valley Texas A&M Univrersity- Texarkana  Lamar University
[University of Houston- Downtown University of Texas Permian Basin Texas A&M University- San Antonio  Midwestern State University
[Untversity of Houston- Victoria University of Texas at Tyler Texas A&M University- Kingsville Sam Houston State University
University of Texas at San Antonio Texas A&M University- Corpus Christi Stephen F. Austin State University
University of Texas at El Paso Texas A&M University- Commerce  Texas Woman's University
University of Texas at Dallas Texas A&M University- Central Texas Texas Southern University
University of Texas at Brownsville Texas A&M University- Galveston Texas State University
University of Texas at Arlington Texas A&M University Sul Ross State University
Texas A&M International University — Texas Tech University
Prairie View A&M University
Tarleton State University

Figure 1, 37 Public Four-Year Institutions
Theoretical Framework

The general theoretical framework that guided the study was Neoliberalism. There were
two phases of the study that relied on it. In a third stage, the theoretical framework became
Stigler’s (1971) Economic Theory of Regulation, which is discussed in detail later in the study.
Harvey defined the neoliberal phenomenon as a theory of political economic practices (Harvey,
2001). It proposes that human well-being can be advanced by liberating individual
entrepreneurial freedoms and skills within an institutional framework characterized by strong
private property rights, free markets, and free trade. Federal reports and legislation formally
marked the official rise of the neoliberal impact on education. In 1983, President Reagan’s
administration called for educational reform in the report, A Nation at Risk (Hunt, 2008). The
report criticized American education as a failing venture and called for educational leaders to
redirect their efforts toward developing a more competitive workforce (Hunt, 2008). No Child
Left Behind legislation followed in 2001 under the President Bush administration. It laid the
foundation for states to develop standardized tests in order to participate in federal funding
programs (NCP, 2013). In 2006, the Spellings Commission, a 19 member panel of the federal
Department of Education, issued a report that set forth four major principles for postsecondary

education: (a) better access to higher education; (b) more affordable approaches to higher



education; (c) standardized quality of instruction; and (d) more stringent accountability by
postsecondary institutions to students, families, taxpayers, and other stakeholders (DOE, 2006).
Finally, in 2009 the President Obama administration developed the Race to the Top grant
program to award benefits to states that meet particular performance-based standards according
to federal educational policies. Performance-based standards are met when there is compliance
to national common core benchmarks, increased student test score performance, and
implementation of data systems for assessment and accountability (Assessor, 2011). A
performance-based standards’ approach to education is reported to be directly tied to economic
benefits within the neoliberal approach (Karpinski, 2010). However, little work has been done
to examine both benefits and burdens.
Purpose of the Study

There are 37 public four-year institutions in Texas. Yet, it is inconclusive how
performance-based funding precisely will be distributed or how effective it will be. However, it
was estimated based on standards and metrics provided by the state of Texas. Originally,
according to The Lumina Foundation (2014) metrics were based on the state allocating 10% of
its higher education budget appropriations to performance-based funding according to
weighting the importance of standards. In 2014, Texas had the highest state allocation of
funding to higher education totaling $6.6 billion (NCSL, 2014).

Standard one, weight, and metric: total credit hours/course completion; weighted as 1;
$59.4 million.

Standard two, weight, and metric: time to degree; weighted as 1; $59.4 million.

Standard three, weight, and metric: transfer rates; weighted as 1; $59.4 million.



Standard four, weight, and metric: number of degrees awarded; weighted as 1; $59.4

million.

Standard five, weight, and metric: number of minority students; weighted as 2; $118.8

million.

Standard six, weight, and metric: number low income/1st generation graduates/at risk

students; weighted as 2; $118.8 million.

Standard seven, weight, and metric: STEM credential; weighted as 2; $118.8 million.

Standard eight, weight, and metric: external research dollars; weighted as 1; $59.4

million. Metrics are summarized in Figure 2.

Metric 1
Total Credit
Hours/Course

Completion

Weight: 1

Metric 2

Time to
Degree

Weight: 1

Metric 3

Transfer
Rates

Weight: 1

Metric 4

Number of
Degrees

Weight: 1

550 4 Million 5594 Million 5594 Million 559 4 Million

Metric 5
Number of
Minority

Students

Weight 2

Metric 6
Number Low
Income/1st
Generation
Graduates/At
Risk Students
Weight: 2

5118.8 Million $118_8 Million

Metric 7 Metric 8
STEM External
Degrees Research
& Dollars
Weight: 2 Weight: 1

51188 Million $59 4 Million

Figure 2, 2011 H.B. 9 Metrics

Thus, it appeared that 37 public institutions in Texas would have to compete for a

portion of $653.4 million dollars if they meet performance standards in the areas listed above,

as Texas moves to a more economically driven funding model. However, the Texas Higher

Education Coordinating Board abandoned the metrics delineated above. They since have

appointed a sub-committee, the General Academic Formula Advisory Committee, to develop a

funding formula to achieve the state’s new 60x30TX higher education plan. These are discussed

in depth later in the study. In short, the new funding metrics rely on funding formulas based on

at-risk and not-at-risk students in the states 37 public, four-year institutions. What the
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committee did not consider, however, was how the formulas would affect benefits and burdens
of institution through the duration of 60x30TX through the year 2030.The analysis in this study
examined benefits and burdens to the 37 institutions from performance-based models of funding
as an economic standard. It is guided by the following research questions:

1. What is the relationship of anticipated performance-based funding to institutional
expenses to conform to House Bill 9?

2. Which of the 37 Texas four-year institutions benefit from performance-based
funding?

3. Which of the 37 Texas four-year institutions are burdened from performance-based
funding?

By addressing these questions, this study produced an article for publication in a peer

reviewed journal. The timeline of H.B. 9 is summarized in Figure 3.

2011 2013 2014 2015 2015 2016
April

Bill 9 [H.B.9) Committes was GAIFAC charged funding model
established with developing
funding
Credit Hours . 5
Time o Degree incentives
Transfer Rates

Mumber of Degrees
Number of Minority Students
Number of Low-Income/First
Generation Students

STEM Degrees

External Research

Ar-Risk Students

Figure 3, H.B. 9 Timeline

Mot-at-Risk Students




Glossary of Terms

Closing the Gaps by 2015: Closing the Gaps by 2015 was adopted in October 2000 by
the Texas Higher Education Coordinating Board with strong support from the state's
educational, business and political communities. The plan is directed at closing educational gaps
in Texas as well as between Texas and other states. It has four goals: to close the gaps in student
participation, student success, excellence and research (THECB, 2016).

Texas Higher Education Coordinating Board (THECB): The THECB is the governing
board of higher education in Texas. The THECB provides leadership and oversight for the
Texas higher education system to promote policy, access, affordability, quality, success and cost
efficiency through 60x30TX (THECB, 2016).

General Academic Formula Advisory Committee (GAIFAC): The GAIFAC is a
committee made up of representatives from institutions of higher education in Texas and
charged by the THECB Commissioner with proposing a set of formulas that provide the
appropriate funding levels and financial incentives necessary to best achieve the goals of the
60x30TX plan (THECB, 2016).

60x30TX Plan: The 60x30TX higher education plan for Texas replaced the Closing the
Gaps by 2015 plan and lays out ambitious goals for educational attainment, completion,
marketable skills, and student debt. The aim is to help students achieve their educational goals
and help the state remain globally competitive for years to come (THECB, 2016).

At-Risk Student: At-Risk includes students who received a Pell Grant, graduated with a
GED, were 20 years or older when they first entered college, started as a part-time student
taking less than 12 hours, or had an SAT/ACT score less than the national average (THECB,

2016).



Not At-Risk: Not At-Risk student is defined as a student who does not require financial
assistance (THECB, 2016).

Pell Eligible Students: Pell eligible student definitions differ from high school to
college. High school students are identified as PELL eligible (economically disadvantaged) if
they receive free or reduced lunch while attending high school. College students are identified
as Pell eligible (economically disadvantaged), if they receive Pell financial assistance at any
time while earning their degree (THECB, 2016).

Four-year Institutions: Four year institutions are defined as colleges and universities
offering an array of bachelors and associates degrees with some grad school programs (THECB,
2016).

Flagship Institution: The Carnegie Foundation defines flag ship institutions as the most
prominent public university of their state with a strong emphasis on research, is usually the first
public university that was established in the state, and receives the most state support. Flagship
institutions offer a full range of undergraduate, master’s and doctoral degrees (National
Conference of State Legislatures, 2014).

Regional Institutions: The Carnegie Foundation defines regional institutions as
providing a full range of undergraduate programs with limited amount of master’s and doctoral
degrees (National Conference of State Legislatures, 2014).

University System: A university system is a set of multiple, affiliated colleges and
universities that are geographically distributed (National Conference of State Legislatures,

2014).
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Significance of the Study

The value of a college education is in high demand and the success of students has
crucial implications both socially and economically. States recognize the need to develop
human capital and the call for higher education accountability has been growing nationally over
the past three decades (Lederman, 2011). At the outset, education leaders should recognize that
a national issue definition is the least accessible stage of the policy process and therefore the
most difficult to influence (Fowler, 2004). An array of public reports, journal articles, and books
has fueled the emergence of accountability and performance approaches to higher education.
According to Bogue (2010), there is a national concern for better accountability policies to
govern higher education performance. The National Center for Public Policy in Higher
Education graded state higher education systems on factors, such as preparation, participation,
completion, affordability, and learning outcomes (Bogue, 2010). These concerns have
influenced Texas legislators. Over the years, the primary policy question for legislatures in
Texas was how to allocate state appropriations equitably among a growing and diverse number
of public colleges and universities (THECB, 2011). State legislators sought to address that
question by implementing performance-based funding, similar to other states.

The transition to a global economy has increased the value on human capital for
individual and collective economic security. Recognizing this, President Obama set the national
goal of leading the world in the proportion of college graduates by 2020 (Harnisch, 2011).
Boosting graduation rates in an austere funding environment has led to a national productivity
agenda for higher education. The policy issue, then, is that H.B. 9 is the shift to performance-
based funding efforts aimed at offering more high-quality college opportunities to a greater

number of students within existing budgetary constraints. According to Lederman (2011),
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performance-based funding is a favored tool of the policy makers, as they push higher education
toward greater efficiency and better outcomes in terms of college retention and completion.
Policy makers argue that if states can change the incentives for colleges and universities by
funding them for retaining and graduating students, institutions alter their behavior (Lederman,
2011).

Due to the critical role played by state allocated funding to public four-year institutions,
outcomes of this study may have a significant influence on how system institutions in Texas
fundamentally reorganize internal structure to maximize funding allocations aligned with the
performance metrics mandated in H.B. 9. As the THECB advances the implementation of
performance-based funding for all state funded colleges and universities, outcomes of this study
may help decision maker’s manipulate metrics that maximize efficiency, equality among

institutions of all sizes and better understand unintended consequences.
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CHAPTER 1I
Review of Literature
Introduction

Chapter two reviews relevant literature and scholarship related to performance-based
funding. The chapter is organized into four categories: (a) Published article: Performance-Based
Funding: Equity Analysis of Funding Distribution among State Universities (Ellis & Bowden,
2014); (b) Published article Performance Based Funding: Changing the Paradigm for Higher
Education (Ellis & Bowden, 2015); and (c) Summary.

Performance Based Funding: Changing the Paradigm for Higher Education

Funding Analysis

Texas is yet to fully implement performance-based funding. However, as it works to
build a framework for the emergence of performance-based funding, it is important to examine
the financial distribution of performance-based funding of other states that have implemented
models according to metrics similar to those stipulated by H.B. 9. Originally, in Texas,
legislatures redirected 10% of the state’s enrollment driven funding for allocation to universities
based on specific metrics, such as total undergraduate degrees, time to degree, institutional
mission factor, cost-to-degree, critical fields factor (STEM and STEM related), at-risk factor
and six-year graduation rates (THECB, 2011). Twenty-four other states have formula funding in
place that allocates some amount of funding based on performance indicators, such as course
completion, time to degree, transfer rates, the number of degrees awarded and the number of
low-income and minority graduates (NCSL, 2014). Currently, though, it has calculated

performance-based funding according to at-risk and not-at-risk indictors unique to each of the
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state’s 27 institutions. This is a new development since the publication of the 2014 article (Ellis
& Bowden).

In an effort to better understand how equitable performance based funding will be in
increasing efficiency, accountability, and productivity in Texas, this study provided an
examination of the benefits and burdens on institutions within the state. The funding
environment for higher education has changed. In an effort to hold institutions of higher
education more accountable for outcomes, policymakers across the country are working towards
connecting performance with funding and assigning dollar amounts to metrics. This competitive
environment could provide higher revenue sources, or it could cause problems among the 37
public four-year universities in Texas if critical considerations are not made.

In this article of 15 four-year universities in the United States, Texas was well
positioned with regard to metric designation and state funding allocation. H.B. 9 requirements
include the three most common and highly weighted metrics in the funding analysis.
Additionally, Texas receives the largest state funding allocation within the study. Though there
are no data yet available for Texas, it is still possible to have a better understanding of
institutional funding division among the 37 public four-year institutions by converting metric
percentages into dollar amounts designed for individual metrics. For example, in 2014 Texas
allocated 6.6B to higher education. Of that amount, if Texas allocated 10% (660M) to
performance based funding and 10% to number of degrees metric (66M) to be divided among
the 37 four-year public universities in Texas, each institution would receive a healthy 1M.
However, other metrics could prove to be game changers for the long list of regional schools
within a university system. For example, metrics linked to external research dollars provide

significant challenges at the regional level. The cost to advance research to the level of meeting
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the proposed metric for external research in H.B. 9 is significant not to mention a very slow
process. Flagship universities are already operating at a high level of research and sponsored
projects. It will be imperative to consider the effects of this metric on the multitude of smaller
regional campuses that are not positioned to meet this requirement for funding.

The creation of university systems in Texas were a result of rapid growth to higher
education in Texas. Where there is growth, there is a need for governance to deal with the
complex issues of governance. The structure of system institutions include that of a flagship
institution with peripheral or regional campuses spread throughout the state. Concerns of how
the growth of regional campuses negatively impact flagship campuses is still an ongoing
conversation in most system institutions as regional institutions are seen as a drain of resources
and funding away from flagships (Berdahl, 2013). However, with regard to performance-based
funding, it could easily be a different story. As Texas works towards providing equitable
financial resources for higher education, the impact on regional institutions in the fight for
funding should be considered. The latest proposal for performance-based funding was recently
drafted by a committee of institutions across Texas tasked by the Legislature with developing a
one size fits all model. However, several regional institutions with many part-time and low-
income students have some of the lowest graduation rates and time to degree in the state fear the
model is not nearly flexible enough for them to benefit (Wermund, 2014). Flagship universities
in Texas will certainly improve and benefit from the proposed metrics tied to performance-
based funding but concerns remain on what will be left for regional institutions. Furthermore,
no research has been conducted on the cost for implementing programs to meet the performance
criteria, another consideration that will impact regional institutions more than their flagship

counterpart.
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Performance Based Funding: Changing the Paradigm for Higher Education
Introduction

The trend among policymakers is to move away from the reliance on enrollment-driven
funding formulas and toward policies that link appropriations to an institution’s ability to
document state mandated educational performance standards and results (McLendon, 2013).
Tennessee, Ohio, and Louisiana have already started implementing performance-based funding
models as a significant form of accountability. Additionally, in 2013 the 83rd Texas Legislature
signed into law the Outcomes-Based Funding Act mandating up to 10% of funding to public
universities will be based on a performance model developed by the Texas Higher Education
Coordinating Board. This model includes a host of policy aspects, incorporating elements such
as performance reporting, performance funding, and state-level master planning.

Traditionally, public education in the United States has been dominated by three major
philosophical movements: (a) moral education; (b) constructivism; and currently, (c)
neoliberalism. Moral education emerged from the nation’s Colonial days of the 1600s and
extended until the early 1800s. Religious authority governed education and commerce (Cohen
& Kisker, 2010). They were grounded in Christian values, good character, and civic-minded
outcomes (Noddings, 2007). Gradually, constructivism began to emerge in the late 1800s
(Schulte, 1996). The nation was rapidly expanding and so was its need for new knowledge,
which brought a revolution in political beliefs and college curricula (Cohen & Kisker, 2010).
These were influenced by constructivist philosophical thought surrounding the process of
discovery, experience, and collaboration (Schulte, 1996). Eventually in the 1980s, education
became a primary vehicle for greater earning power and economic development (Boggs, 2011).

Through the years as public support decreased, a neoliberal mindset arose with its focus on an
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economic model of education leading to performance based educational outcomes Assessor,
2014).

The influence of performance based funding in the United States for higher education is
gaining momentum as a matter of individual state policy development. In an effort to
understand if these new approaches to funding benefit higher education, the article examined
major aspects and driving forces to performance based funding as it changes the paradigm of
how colleges and universities receive public funding. For example, Tennessee, Ohio, and
Indiana have adopted similar models and are successfully implementing performance funding
mechanisms. Furthermore, the article addressed the new Outcomes-Based Funding Act model,
its metrics, and its impact on Texas institutions. Texas is rapidly moving towards this model
because of a legislative mandate to implement formula funding, increase student success and
produce student outcomes that are directly aligned with the state’s education goals and
economic needs.

Funding Formulas

In essence, all funding formulas are performance-based. For many years, institutions
have received appropriations from the state for achieving certain objectives. Most often the
objective has been providing greater access and growing enrollments (National Center for
Higher Education Management Systems, 2012). Funding was allocated to universities largely
based on the number of students in the classroom on the 12th day of class. Enrollment was once
the primary factor in formula funding distribution where access was rewarded. However,
enrollment driven models have recently undergone a significant upgrade to include major
incentives for success measures. State after state has shifted its funding formulas from old

methods to a new wave that introduces complex metrics with a focus on student success and
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institutional improvement (Texas Higher Education Coordinating Board, 2012). This
transformation can be attributed to a shift in ideology, as today’s fiscal environment has forced
states to carefully consider how their limited dollars are spent on higher education. To ensure
that tax payer investments yield the best possible returns, states must incentivize both college
access and completion by implementing more sophisticated performance measures (Texas
Higher Education Coordinating Board, 2012).
Student Success

In addition to recent mandates redesigning formula funding, state governments are
requiring institutions of higher education to improve student success. According to the THECB,
the United States continues to fall further behind other countries in awarding degrees and
credentials. College completion rates are stagnant or falling today, particularly among young
Americans, a trend that threatens to undermine the nation’s global competitiveness (Pathways
Report, 2012). The challenge here is for colleges and universities to increase productivity.
Increasing college completion is becoming imperative at all levels of government. According to
the Pathways Report (2012), the goal at the federal level is to have the world’s highest rate of
college completion. Achieving this goal will require formidable efforts to increase the nation’s
college degrees. Public colleges and universities are now called upon to address low graduation
rates by their state legislatures. Furthermore, a national priority has been established: President
Barack Obama, in the American Graduation Initiative, has set the goal that the United States
must add five million more graduates to the workforce in this decade to remain competitive in
the global marketplace (DeAngelo, 2011). Therefore, in addition to new formula funding

criteria, student success is a critical component of performance-based funding.
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In Texas, a study conducted by the THECB found that 45% of students in Texas public
universities do not graduate within six years (Radice, 2013). According to this report, students
who fail to complete course work cost the state $124 million each biennium in state
appropriations and student grants. The State of Texas does not cast blame to any one entity for
students who fail to graduate. The THECB (2012) recognized that there lacks a sustained
partnership among the P-12 sector, higher education, the state, students, and the community.
The state identified five factors that need to be improved: (a) state funding at appropriate levels
while monitoring cost efficient measures; (b) public education needs to prepare students to do
college level work; (c) students are responsible for their commitment to completion of a college
degree in accordance with the aid they receive from the state; (d) various regions within the
state must develop a college-going culture; and (e) institutions must ensure that if a student is
admitted, he or she will earn a credential (Texas Higher Education Coordinating Board, 2012).
Thus, Texas is looking toward new models of accountability to improve the state’s educational
outcomes. Much like Ohio’s Success Challenges, the new outcomes based model adopted in
Texas provides incentives for formula funding by means of Progress Indicators. These
indicators focus on rewarding universities who increase the number of degrees awarded
annually, increase the number of individual course completions, and increase degrees in high
demand fields (McLendon, 2013).

Student Outcomes Aligned with State Goals

Productivity in higher education is front and center on the national stage, now more than
ever. The United States began recognizing the impact of degree completion on the economic
health of the nation in the early 1990s (Abdul-Alim, 2013). More recently, higher education,

both in the U.S. and internationally, has been required to explain, defend, and validate its

19



performance and value to a wide variety of constituents including governors, legislators,
students, parents, employers, and tax payers (Moak, 2013). Furthermore, employers across the
nation are expressing concerns about whether the U.S. is producing enough college graduates
and whether they have the skills, knowledge, and personal responsibility to contribute to a
changing workplace and help companies and organizations succeed and grow (Pathways
Report, 2012).

States are working to address this issue by aligning fiscal resources with performance
based measures for institutions of higher education. State legislators across the nation are called
on to assess the performance of higher education which has placed pressure on governing
bodies and regional agencies to develop and sustain performance based accountability
mechanisms (Abdul-Alim, 2013). The challenge is for colleges and universities to produce
better outcomes with fewer resources and the state solution is the implementation of
performance based funding. New performance based funding models reflect the needs of the
state and its citizens, not merely the needs of the institutions. In this time of financial crisis,
there appears to be a much greater recognition of the fact that higher education is a major driver
of the economy and that the state and local community need higher education to provide
educated citizens with their greater earning power and ability to pay more in taxes, as well as
the other benefits of higher education, including the transfer of knowledge (Moak, 2013).
Universities in Tennessee and Texas are only two examples that are now strongly incentivized
to align degree outputs with state economic development and workforce needs and are receiving
additional funding for degrees in critical fields such as science, math and engineering

(DeAngelo, 2011).
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Conclusion

According to Ellis and Bowden (2014), the purpose and landscape of higher education in
the United States is rapidly changing but the question of whether or not the new landscape
benefits higher education remains. Clearly, performance based funding will dominate the
academic culture. With an undergirding neoliberal philosophy, it does appear the economic
model of accountability will remain for quite some time (Ellis & Bowden). However, there
could be a major drawback to this approach to state funding of higher education. New reports
issued from the federal government showing a decline in the United States degree attainment
rates have threatened the nation’s overall global competitiveness, exacerbated inequality in
income distribution, therefore obligating state objectives to focus on programs that emphasize
programs, particularly in Science, Technology, Engineering, and Mathematics (STEM) (Friedel,
2013; Texas Higher Education Coordinating Board, 2013). The federal government emphasized
STEM’s importance in the Higher Education Opportunity Act of 2008, where qualified
individuals receive benefits for participating in STEM fields (Friedel, 2013). The legislation
includes the establishment of a national database to track and support student ventures in STEM
educational activities. Colleges and universities that do not have the resources to develop
programs tied to state objectives may suffer serious disadvantages to performance-based
funding. In addition to this, states need to be vigilant about how they implement performance-
based funding. South Carolina attempted to implement a model that was 100% performance-
based. It did not distinguish between difference institutional missions. Thus, it proved to be

costly, unproductive, and controversial. In short, it was a failure (McKeown, 2013).
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Summary

As Texas closes in on state wide implementation and as newly elected officials enter the
higher education policy arena, it is more important than ever to understand how regional
institutions can best position themselves to maximize performance funding reward. There is no
proven strategy to ensure the universal success of performance funding models therefore
differences in institutional capacity seem to be an obstacle to effective performance funding
implementation (Ellis & Bowden, 2015). More studies are needed that sample across different
types of system institutions, particularly in regard to flagship and regional institutions. Faced
with uncertainties regarding equitable performance funding division in Texas, decision makers
in Texas could consider separating funding formulas to accommodate various regional
institutions within a university system with varying research goals and missions. According to
Ellis and Bowden more research is needed on the costs and benefits to institutions as they
attempt to meet state demands for performance data, developing effective organizational
learning capacity, mounting initiatives to improve institutional performance, and evaluating the
results of those initiatives (p. 12). Better estimates are important to determining whether the
costs to institutions of performance-based funding outweigh the fiscal benefits and therefore
whether states need to make to concerted efforts to offset those costs if they wish performance
funding to be welcomed by colleges (Dougherty & Reddy, 2011).

Conversations on performance-based funding are advancing as state economies tighten,
budgets are reduced, and the national push for a market-driven reform to higher education gains
popularity. Ellis and Bowden (2015) noted:

It is clear performance based funding impacts colleges and universities by increased

understanding of state priorities, competition among institutions and greater institutional
awareness. Yet it is important to attempt to better understand the unintended impacts of
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performance based funding on equity among institutions in a structured state university
system. Performance-based funding was implemented, in part, to level the playing field
in formula funding as well as provide equity in rewards. If current trends continue it is
likely that accountability will increase but efficiency will decrease particularly for the
smaller system regional schools that are spending money in the fight for funding. (p. 11)
Increased accountability and decreased resources is the new norm. Colleges and
universities are required to do more with less. In addition, policy makers across the nation are
now linking funding to the types of results that higher education can produce. Therefore,
funding models have been redesigned to reflect performance standards set by the needs of the
nation and the states. Research has shown that the United States is falling behind in awarding
degrees and credentials to sustain the economy. Economic growth plays a large part in federal
and state calls for accountability and is a strong motivator toward performance based funding. It
has gained momentum over the last few years. Studies will need to continue to understand if

performance-based funding has succeeded in meeting the needs of the states, economy, and

students.
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CHAPTER 111
METHOD
Introduction

The purpose of the study was to compare expenditures of the 37 public four-year
colleges and universities in the state of Texas to anticipated funding amounts based on
performance-based indicators established in H.B. 9. When the study began in June 2014, the
state was considering an allocation of $653 million dollars of funding according to eight
performance-based indicators. The 37 institutions would have to compete for a portion of the
funding. Since then, the Texas Higher Education Coordinating Board was charged with
developing “appropriate funding levels and financial incentives necessary to best achieve the
60x30TX plan” (GAIFAC, 2015, p. 5). The 60x30TX plan is the new higher education
strategic plan for all public institutions in Texas. The 60x30TX strategic plan will be described
later in Chapter Four, the article. Even though there have been new developments in the
strategic plan that affects performance-based funding, it does not affect the research questions.
The study is guided by the following research questions:

1. What is the relationship of anticipated performance-based funding to institutional
expenses to conform to House Bill 9?

2. Which of the 37 Texas four-year institutions benefit from performance-based
funding?

3. Which of the 37 Texas four-year institutions are burdened from performance-based

funding?
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Design

This study was descriptive in nature. Creswell (2012) stated the descriptive method of
research is to gather information about a present existing condition. The emphasis is on
describing rather than on judging or interpreting. Due to the non-experimental nature of the
study, no causal inferences were drawn. The design involved three phases with the third phase
culminating in an article for publication. The first phase produced an article published in British
Journal of Education, Society, & Behavioral Science (Ellis & Bowden, 2014). It examined the
“major aspects and driving forces to performance based funding as it changes the paradigm of
how colleges and universities receive public funding” (p. 942). The second phase produced a
second published article in the Journal of Educational Issues (Ellis & Bowden, 2015). It
analyzed “data from several states with similar performance-based funding standards to help
bring to light to the possible effects H.B. 9 will have on Texas’ public” (p. 1). Phase three
compared expenditures of public four-year colleges and universities to anticipate funding
amounts based on performance-based indicators established in H.B. 9. The summary of phases

is identified in Figure 4.
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Phase One
Intent

based funding as it changes the
paradizm of how colleges and
uiversities receive public funding.

Data
Three major philosophical movements
in the United States
National reports focused on
accountability and decline of global
competitiveness
Shift in state funding formulas from
enrollment to graduation rates

Eesults
Institutions of higher education need to
restructure enrollment, retention, and
graduation strategies to be funded
through performance-based funding.

Examined major aspects to performance-

Phase Two

Intent
Analyzed data from several states with
similar performance-based funding
standards to identify possible effects
HE. % will have on state institutions in
Texas.

Data
Total credit hrs/course completion
Time to degree
Transfer rates
Degrees awarded
Minority students
Low Income/First Generation
STEM credentials
External research

Eesults

Eegional mstitutions will struggle with
reallocation of resources, academic and
support program development, and
access to human capital in order to meet
state mandates.

Phase Three

Intent
[dentified important elements influencing
the benefits versus burdens related to the

most recent performance-based incentives
established by the TEHECE.

Data
At-Risk Students
Not At-Rizsk Students

Results
Without supplemental funding every
nstitution would be financially burdened.
Performance-based bonus dollars, alone,
will not compensate for the additional costs
each institution incurs to meet #30TX
goals.

Figure 4, Summary of Phases

Phase One

Phase one laid the foundation for an economic model for states’ funding their public

higher education institutions. First, it provided an overview of the three major philosophical

movements in the United States since the 1600s. Moral education, where religious authority

governed the landscape, dominated education from the 1600s until the early 1800s. From the

early 1800s until the mid-1900s, constructivism was pervasive. It brought a process of

discovery, experience, and collaboration. From the mid-1900s through today, neoliberalism

emerged and become a model for educational practices. It supports the approach that education

“became a primary vehicle for greater earning power and economic development” (Ellis &

Bowden, 2014, p. 943).
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Second, neoliberalism was further developed as the current theory of political practice. It
took root during in the 1980s with President Reagan. It gained popularity with the report A
Nation at Risk, which called for education to produce a more competitive workforce. This was
followed by No Child Left Behind with President Bush in 2001 to develop standardized testing
for the K-12 system. Also, under the Bush administration, the Spellings Report outlined major
principles for higher education, which included more stringent accountability performance
standards for higher education. In 2009 the Obama administration outlined the Race for the Top
to award benefits to states that comply with national standards of accountability. All these are
tied to economic benefits, which also led to cuts in state funding for state social services and
programs, a redefinition of state institutions, and a priority on economic outcomes (Ellis &
Bowden, 2014).

Third, the article from phase one outlined funding formulas for higher education
allocations. It showed a shift from allocations based on primarily student enrollment to a
percentage of funding based on performance indicators. These performance indicators range
from allocations based on graduation rates to enrollment of minority students to instruction
costs according to academic discipline (Ellis & Bowden, 2014).

Fourth, information from phase one examined student success. The national concern is
that students in the United States are falling behind other nations in awarding degrees and
credentials, particularly in science, technology, engineering, and mathematics (STEM), thus
making the United States fall behind in economic competitiveness. To help colleges and
universities become more competitive, legislatures are mandating outcomes for higher
graduation rates, reduced time to degree completion, and rewards for higher participation in

STEM fields (Ellis & Bowden, 2014).
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Finally, phase one outlined how higher education is required to defend its performance
to its constituents. States are requiring its public colleges and universities to align fiscal
resources with performance-based measures established by legislatures. Employers are
expressing concerns about whether or not college graduates have the knowledge and skills
corporations need to compete in the global market. President Obama expressed concern about
the United States’ ability to remain competitive in a global market so the American Graduation
Initiative set goals for the U. S. to add five million more graduates to the workforce before
2020. The overall focus for higher education from state and federal mandates calls for colleges
and universities to provide better and more job training for the economic well-being for states
and the country (Ellis & Bowden, 2013).

Phase Two

Whereas phase one laid the foundation for an economic model for states to fund their
public higher education institutions, phase two analyzed “data from several states with similar
performance-based funding standards to help bring to light to the possible effects H.B. 9 will
have on Texas’ public four-year universities” (Ellis & Bowden, 2015, p. 1). Data were
analyzed according to several types of data structures.

First, the article outlined states that implemented performance-based funding models.
For each of the 23 states, it showed the types of performance-based indicators that are funded
and the year performance-based funding was implemented. Second, it provided information on
the percent of performance-based funding from the total state budget for higher education
allocated to each indicator for each state. Third, it conveyed the same information as the
previous information with the addition of 2014 actual state higher education allocation and the

amount allocated to performance-based funding. Fourth, it provided information about how
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much funding was allocated to each performance-based indicator for each state. Fifth, the article
showed a ratio of each state’s higher education funding to allocation for each performance-
based indicator by number of institutions for each state. For example:

[I]n 2014 Arkansas appropriated $852 for all its four-year institutions. For every $406

million spent on four-year higher education, $1 million is allocated to the total credit

hours/course completion criterion. It has to be remembered that the standard is capped at
$2.1 million and has to be shared among 11 of institutions. The information shows the
ratio of actual funding dedicated to each standard. Since there is only $42 million
dedicated to performance-based funding in Arkansas, the ratio is 20:1. Thus, for every
$20 million allocated to performance-based funding, $1 million is dedicated to total
credit hours/course completion. Again, the standard is capped at $2. 1 million and has to

be shared among 11 institutions. (p. 6-7)

Sixth, the article provided information for the three major university systems in Texas. It
showed the operating budgets for the institutions in those systems and the state allocations.
Then it gave an example of funding for all 37 public four-year institutions in the state:
“assuming all 37 public four-year institutions performed equally, they would each receive $1.56
million for each 1 weighted criterion and $3.13 million for each 2 weighted criteria” (Ellis &
Bowden, 2015, p. 945). The question was raised as to equity since, for example, the University
of Texas at Austin has over a $1.6 billion annual operating/revenue budget and the University of
Texas at Brownsville only has a $56.8 million annual operating/revenue budget (Ellis &
Bowden, 2015).

The article concluded that performance-based funding models are imminent as state

legislators press for more market driven reforms (Ellis & Bowden, 2015). Yet, according to
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Dougherty and Reddy (2011), better estimates are needed to help determine if benefits of
performance-based funding outweighs costs to implement it. The first two phases and the
literature lead to the third phase, which is to assess if benefits of performance-based funding
outweighs costs to implement it.

Phase Three

The outcome of phase three was the development of an article to submit for publication
and reported in chapter four. It focused on a comparison of expenditures of public four-year
colleges and universities to anticipate funding amounts based on performance-based indicators
established in the 2017 legislative proposal. The general structure of the article included the
following: (a) background; (b) problem statement; (c) literature review; (d) theoretical
framework; (e) methods and analysis; (f) discussion; and (g) summary.

Background: This section laid the foundation for the article. It related the major issues
leading to performance-based funding; how it was developed in Texas; and where it stands
today.

Problem Statement: This section conveyed the importance of the topic in more detail. It
addresses critical changes in the reform of H.B. 9, such as state objectives; revised Texas
Higher Education Coordinating Board metrics; pressure on Texas four-year institutions to
comply with H.B. 9; and the problem statement.

Theoretical Background: The problem was guided by theory. Although the general
theory that guides funding is neoliberal politics, another theory must guide the analysis:
Economic Theory of Regulation. The theory was developed by Stigler (1971). According to

Stigler, “Theory of economic regulation attempts to explain who will receive benefits or
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burdens of regulation, what form this regulation will take, and the effects it will have upon the
allocation of resources” (Stigler, n.d., p. 48).

Literature Review: This section provided the highlights of the major elements of
performance-based funding, neoliberal model of education; and the Economic Theory of
Regulation (Stigler, 1971).

Methods and Analysis: This section explained the major processes to gather data and
analyze them. Data gathering included: Texas Higher Education Coordinating Board metrics to
determine funding formulas; funding of performance-based indicators based on the formulas;
state budget for four-year higher education institutions; state four-year institutions’
operation/revenue budgets and state allocations; and institutional expenditures to comply with
performance-based funding indicators.

Discussion, Implications, Recommendations, and Future Research: This section
provided the data tables needed to interpret the analysis in light of the problem, theory, and
what is already known. Furthermore, it brings a new perspective to the issue and offers insights
into its implications.

Summary: This final portion of the article provided a brief overview of the issue and its
importance as it impacts higher education in Texas.

Summary

Performance-based funding represents a significant departure from previous approaches
to the finance of higher education, which has relied on enrollment-based funding (Dougherty &
Reddy, 2013). Phase one of this study resulted in an understanding of the transformation of
performance-based funding and the new paradigm of how public institutions of higher

education are funded. Over the past 30 years, neoliberalism has become the dominant
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hegemony in the United States and much of the world (Harvey, 2005). As neoliberal ideologies
advanced, public higher education was left with few options. The most viable was to conform
and implement performance-based funding models. As support grew for the decentralization
and deregulation of governmental control over the operation of public institutions of higher
education, the expectation is that colleges and universities will be self-sustaining while
continuing to serve the public good. The new paradigm involves competition for public funds
based on various measures of performance. A portion of state funding will now be offered to
public institutions of higher education dependent on an institution’s ability to meet measurable
goals, such as graduation rates and addressing the needs of various sectors of society such as the
nation’s workforce. Performance-based funding is how states are prioritizing goals for higher
education. Institutions must go beyond simply enrolling students; they must also ensure that
students complete their degrees and graduate with skills to be successful in an evolving
economy.

Empirical evidence isolates the distinctive impacts of each state’s attempt at
performance-based funding are inconclusive and of limited generalizability. Each state’s model
for implementation and funding has been different in both form and magnitude and each has
changed over time (Hearn, 2015). Furthermore, each state’s funding approach reflects strategic
choices tailored not just to that state’s unique context, but also to its political agenda. Through
an analysis of data in phase two, it was concluded that further research is needed that more
closely examine the cost and benefits of performance-based funding programs in Texas.
Specifically, further exploration is required on the influence flagship universities have on
equitable distribution of performance-based funding within university systems. Chapter Four is

the result of further analyses.
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CHAPTER IV
RESULTS
Background

Over the past 35 years, more than half of the states adopted a form of postsecondary
performance-based funding in an effort to provide financial incentives for institutions that meet
specific outcome criteria. Most of these efforts were abandoned, falling victim to poor design,
rushed implementation, or budget cuts (Snyder, 2015). Nevertheless, in 2011, the Texas Higher
Education Coordinating Board (THECB) was charged by the legislature with the development
and implementation of performance-based funding in Texas as enacted in the 82" legislature
and the passing of House Bill 9 (H.B. 9). However, after multiple failed proposals, the 83"
legislature directed the THECB to re-evaluate data requests imposed on higher education
institutions, revamp performance metrics specific to state and institutional goals, and to build a
long-term strategic plan subsequent to the Closing the Gaps by 2015 plan adopted by THECB in
2000 (Abele, 2014). As a result, in December of 2013, the THECB distributed a memorandum
requesting nominations for advisory committee members to all chancellors and presidents of
Texas institutions of higher education to build a new strategic plan.

In February of 2014, the Texas Higher Education Strategic Planning Committee
(TXxHESPC) was established. In April of 2015 a draft report was released titled 60x30TX with
the premise that 60% of Generation Texas will have a postsecondary credential or bachelor’s
degree by 2030. Generation Texas is defined as 60% of Texans ages 25-34 years old. The
60x30TX higher education strategic plan is based on the notion that by 2030, Texas will need

approximately 60% of its 25 to 34-year old workforce to hold a postsecondary credential
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(THECB, 2015). The plan is designed to achieve this goal, focusing on minority students who
represent the state’s majority population to ensure Texas remains competitive and prosperous.
In April of 2015, the General Academic Institutions Formula Advisory Committee
(GAIFAC) was charged by the THECB Commissioner to propose a set of formulas that would
provide appropriate funding levels and financial incentives necessary to best achieve the goals
of the 60x30TX plan. Recommendations are to include alternative approaches to incorporating
undergraduate student success measures into the funding formulas and to compare the effects of
funding the success measures within the formula versus applying the success measures as a
separate formula (THECB, 2015).
According to the draft 2018-2019 Biennial Appropriations Report released in April of
2016, recommendations from the GAIFAC include appropriating $200 million to a new
Graduation Bonus Incentive-Funding Model for public four-year institutions dedicated
to advising, tutoring, and the other interventions many students need to earn a degree.
The proposal offers a bonus to regular appropriations. This is based on state
appropriations of approximately $5. 15 billion: $4. 36 billion for operations support and
teaching experience supplement; and $786 million for space support. The THECB
proposes establishing baseline graduation rates for allocating bonus funds for 2016,
2017, and 2018 based on the three-year average of degrees awarded during 2012, 2013,
and 2014. The proposal suggests a funding distribution calculation using the three-year
average of (a) $600 for bachelor’s degrees awarded to students who are not at risk; (b)

$1,200 for bachelor’s degrees awarded to student who are at-risk. (p. 9)

Funding at-risk students is higher because these students require more services, and

these extra services are not accounted for in the Operations Support formula (THECB, 2015).
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An at-risk student would be someone who is a Pell grant recipient or whose SAT/ACT score
was below the national average for the year taken. Since funding for the Graduation Bonus is
for degree completion initiatives, and not for basic support, it should not replace any portion of
Operations Support funding (THECB, 2015). The assumptions of the GAIFAC are that the new
Graduation Bonus Incentive-Funding Model will (a) significantly increase the number of at-risk
students obtaining a degree, (b) improve graduation rates and time to degree, (c) increase
retention rates, (d) reduce excess credit hours, (¢) improve course completion, and (f) increase
affordability.

Problem Statement

The United States trails 11 countries in educational attainment and the nation is facing a
college completion crisis with 46% of students failing to graduate (Snyder, 2015). Now, with
the inclusion of a shortage of skilled workers to fill jobs (Miller, 2016) and the rising cost of
college (Kelchen & Stedrak, 2016), it is easy to see why policymakers seek the best options
possible to promote college completion. Today’s fiscal climate and economic need for
expanded postsecondary access and completion have fueled a resurgence of the interest in state
action regarding performance-based funding policies, which tie a portion of state appropriations
to metrics that gauge institutional performance on various indicators (Dougherty, 2014).

When implemented, the performance-based legislation would affect the 37 public, four-
year institutions in the state of Texas. The state legislature is expected to allocate $5.15 billion
to public, four-year institutions for the 2018-2019 biennium. With an additional $200 million
allocated as a performance-based incentive over two years ($100 million a year), institutions
could expect this additional allocation based on weightings according to graduation points

established by the THECB. However, in the GAIFAC proposal there is a recommendation for
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even more additional funding of $938,600,000 over two years (approx. $469,300,000 a year) for
general academic, operations and teaching, and space. This also is additional funding to the
$5.15 billion to public institutions.

Moreover, there is a cost to the institutions calculated by the THECB and related in the
GAIFAC proposal. Institutions must create new programs or redesign existing programs and
maintain them. Additionally, the distribution of funding is based on institutions meeting
particular performance-based criteria. It cannot be assumed that every institution will meet
performance-based criteria. Although the THECB identified costs associated with graduating at-
risk and not-at-risk students, there is no projection of benefits versus burdens, that is, does
receiving bonus performance-based allocations (benefit) outweigh the cost of increasing the
number of graduates (burden)? The purpose of this research is to identify important factors
influencing the benefits versus burdens related to the most recent performance-based incentives
established by the THECB.

There are three research questions stemming from the purpose.

1. What is the relationship of anticipated performance-based funding to institutional
expenses to conform to House Bill 9?

2. Which of the 37 Texas four-year institutions benefit from performance-based
funding?

3. Which of the 37 Texas four-year institutions are burdened from performance-based
funding?

Although performance-based funding, politically, is driven by an economic model of

benefit, neoliberalism (Ellis & Bowden, 2014), it does not provide understanding of possible
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burdens. However, to provide a pragmatic understanding of applying a performance-based

model of funding, a different theoretical approach is needed.

Theoretical Framework

The theoretical framework for the study is based on Stigler’s (1971) Theory of
Economic Regulation.

The central tasks of the theory of economic regulation are to explain who will receive

the benefits or burdens of regulation, what form regulation will take, and the effects of

regulation upon the allocation of resources. Regulation may be actively sought by an

industry, or it may be thrust upon it (p. 3).

Although the theory is older, Beard, Kaserman, and Mayo (2007) related it is a powerful tool
for examining regulatory outcomes. According to the current study, the Texas state legislature
regulates public college and university budgets. Additionally, it recently mandated
performance-based funding. However, little is known about how this law will impact public
institutions in Texas. Will it be a benefit, burden, or combination of both?

The theory exemplifies two major elements: (a) benefits; and (b) burdens. First, a state
by regulation can provide benefits, mainly through the power to coerce. A state can make
decisions about distribution of resources and allocations of economic funds. It has the power to
assist industries to become more profitable: benefit. Subsequently, there are four crucial aspects
to it: (a) control over direct subsidy; (b) control over new rivals; (c) control over support
products and services; and (d) control over price-fixing (Stigler, 1971). The law based on Texas
House Bill 9 is a directive to “the Texas Higher Education Coordinating Board to propose a new

methodology for funding institutions of higher education to achieve the purpose” of developing
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“policies that promote postsecondary educational success based on objective indicators of
relative performance, such as degree completion rates” (Higher Education’s Outcomes-Based
Funding Act, n.d., para. 2 & 3). This directive has the potential to benefit public higher
education by direct subsidy, control over support and services, and price-fixing. It also has the
potential to become burdensome.

The second major element of the theory is burden. There is a cost to meeting the
demands of legislation. The burden, according to the theory, is two-fold. One, there is collateral
damage. Although an industry may benefit from the power it is provided from a state, other
aspects of the community may suffer. Two, political decisions often do not reflect market
conditions. Political decisions may be viewed by such proponents as positive, however
stakeholders in a particular market understand the decisions to have negative consequences
(Stigler, 1971). The Texas Higher Education Coordinating Board (THECB) was given a
directive by the Texas state legislature to develop an outcomes-based approach to funding
(referred to in the literature as performance-based funding). Reflecting elements of the Theory
of Economic Regulation: “Ultimately, the Texas Legislature has the authority to accept, reject,
or amend the Coordinating Board’s recommendations” (Higher Education’s Outcomes-Based
Funding Act, n.d., para. 4).

At the time of writing this manuscript, the THECB has proposed a formula and
presented it to the Texas state legislature. No response has yet been provided. This study
examined the potential benefits and burdens of the legislation (H.B. 9) and the proposal by

GAIFAC committee of the THECB.
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Literature Review

The purpose of this research is to analyze important factors influencing the benefits and
burdens related to the most recent performance-based incentives established by the THECB.
The review of the literature provided a justification for the need to conduct the study and is
divided into three sections. The first section explores recent trends in performance-based
funding. The second section evaluates the new graduation bonus incentive-funding model
proposed by the THECB. The third section explores 60x30TX, the next plan for higher
education in Texas. A summary section ends the section.
Performance-Based Funding

Recent literature on performance-based funding shows a national shift in focus from
multiple performance metrics to a narrow list of specific outcomes. Performance-based funding
was traditionally associated with any number of policies that tie the allocation of resources to
institutional performance on identified metrics. Early performance funding models typically
offered bonuses or add-on funding to institutions that met prescribed performance goals. Early
performance funding approaches did not always consider the perspectives of all stakeholders in
model design, were often not sufficiently differentiated by institutional missions, and often
suffered from data inadequate for the task (Strategy Labs, 2015). Additionally, scholars in
recent research have argued that performance-based funding models are reinforcing disparities
within public higher education and doing little to move the needle on completion (Hillman,
2016). According to the Century Foundation (2016), states that tie public college funding to
performance metrics like graduation and retention rates are perpetuating the inequities in
funding and performance in public higher education, and they are not boosting completion at

institutions in the state. Furthermore, performance-based funding fails to account for non-
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graduation measures of institutional success and fails to consider the missions and
circumstances facing an institution. While performance-based aid is politically popular, overall
it is an inefficient way to allocate resources since it primarily benefits students who would
already do well in college regardless of the aid. Likewise, performance-based funding has
benefited colleges and universities that already have the greatest likelihood to perform well and
the allocation of scarce funds to institutions already performing well only reproduces
inequalities (Hillman, 2016).

Research has revealed some of the weaknesses of these models. States began developing
more sophisticated performance-based funding models that also incentivize and reward progress
toward goals but are tied more explicitly to agreed upon state goals for student success (HCM
Strategists, 2015). Amid growing concern about rising college costs, there are calls for
improving degree completion. There is a realization that the nation simply must do a better job
of enrolling and graduating historically underrepresented populations. State leaders are
increasingly asking critical questions about the capacity, productivity, and equity of their higher
education institutions (Miller, 2016). After earlier experience with rapid expansion often
followed by retreat, policymakers have begun to push for reshaped forms of performance-based
funding, focusing more intently on specific outcomes (McLendon & Hearn, 2013). Spurred in
part by Lumina Foundation’s funding of quality improvement efforts in several states newer
performance-based approaches are centered around a shift from state inputs to campus
outcomes and from institutional needs to state priorities (Harnisch, 2011).

Shift in Performance-Based Funding
Performance-based higher education funding structures have gained popularity. In recent

years, as a means for achieving the goal of linking public investment in colleges and universities
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to social and economic benefits, states gain a more educated citizenry (Lumina, 2015). In a shift
from allocating funds based solely on input measures, many states have sought to link higher
education appropriations to specific institutional outcomes. This shift represents an evolution of
performance-based funding models with a more exclusive focus on student progression and
completion, while attempting to achieve financial alignment to state attainment needs (Lumina
Foundation, 2015). According to McLendon and Hearn (2014):

First, the funding of degree production for the emerging economy has been much more

strongly emphasized than in earlier efforts. Second, the development of workforces

specifically prepared for the states’ perceived future needs has become a greater focus.

Third, there is increasing recognition that missions, measures, and incentives must be

more tightly and efficiently linked. Fourth, these newer efforts have begun incorporating

into performance-appraisal systems certain “throughput” indicators of success, as well
as output or outcome measures. Such throughput indicators have included, for example,
rates of student completion of “gateway” courses (like those in biology, chemistry,
mathematics, or psychology), where poor academic performance by students often
creates bottlenecks impairing student transition to upper-level curricula and contributes

to student dropout. (p. 87)

This funding approach aims to address shortcomings in earlier versions of performance-
based funding. Both its logic and some tentative evidence in its support are appealing to many
policymakers. Incentives under the model provide significant funding for institutions
performing well on goal-driven measures of success. Proponents of the new funding movement
argue that it aims to align state goals closely with accurate and appropriate measures and well-

designed incentives (Harnisch, 2011). Progress on such state goals as increasing the number of
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college graduates, improving program completion, stimulating state development in STEM
fields, and increasing educational attainment by minority or lower-income students can be
assessed by examining overall and subgroup indicators for end-of-term enrollments, retention
over programs’ duration, timely degree progress via credit milestones, transfer success rates,
graduation rates and numbers, high-need subject outcomes (e. g., in STEM fields) and the like
(Hearn, 2015). In Texas, the performance-based model has developed a more focused approach
toward funding specific outcomes, particularly those tied to certificate and degree completion.
Graduation Bonus Incentive-Funding Model

The General Academic Institution Formula Advisory Committee (GAIFAC), composed
of representatives of Texas public universities, examines the formulas that are used to allocate
state funding among institutions each legislative session in Texas. In line with the requirements
of TEC 61.0593, this interim the committee was charged to “study and make recommendations
for alternative approaches to incorporating undergraduate student success measures into the
funding formulas” (THECB, 2016, p.7). In April of 2016, the GAIFAC published their most
recent proposal for the 2018-2019 biennial appropriations to the Legislative Budget Board. The
85" Texas Legislature will decide whether to adopt any or all of the recommendations when
they convene in January of 2018. The recommendation made by GAIFAC for general academic
institutions is to fund universities through a new Graduation Bonus formula, $600 for each
bachelor’s degree awarded to a student who is not at-risk and $1,200 for each bachelor’s degree
awarded to an at-risk student THECB, 2016). The recommended estimated funding is $200
million. However, the Committee on Affordability, Accountability and Planning (CAAP) is
considering a different funding level, lowering the graduation bonus from $200 million to $150

million. Since no decision has been made at the writing of this article, the original amounts of
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$200 million over two years ($100 million annually) and $938,600,000 over two years (approx.
$469,300,000 a year) for general academic, operations and teaching, and space were used for
analysis.

60x30TX

In order to meet the workforce demands and intellectual capital expectations of the next
generations of Texans, the Texas Higher Education Coordinating Board (THECB) issued a
statewide educational goal calling for 60% of adults aged 25 to 34 to hold college degrees or
certificates by 2030. In August of 2013 the THECB announced the new higher education plan
for Texas titled 60x30TX. The plan was founded on the critical need for an educated Texas
workforce that is able to adapt to change and successfully compete in the global economy. If the
goal is reached, Texas will award 6. 4 million certificates or degrees during the 15 years of this
plan (THECB, 2016). The U. S. Bureau of Labor Statistics (BLS) suggests that fewer than 60%
of workers need a college degree to satisfy workforce demand (BLS, 2016). In addition to
focusing on increased completion of postsecondary credentials, the plan also places emphasis
on attaining marketable skills and reducing student debt.

The THECB needed a new strategic plan to replace the state’s Closing the Gaps plan
ended in 2015. Since the previous higher education plan, Closing the Gaps, was adopted in
2000, Texas has become increasingly engaged in a global economy dependent on skilled and
knowledgeable workers (THECB, 2016). The 60x30TX plan builds on the success of the
Closing the Gaps to higher education plan adopted in 2000. Data from the Texas Higher
Education Coordinating Board and Texas Workforce Commission indicate that by 2020, 65% of
all new jobs in Texas will require postsecondary education (THECB, 2016). However, only

35% of Texans aged 25-34 today have an associate’s degree or higher. By 2030 Texas will need
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approximately 60% of its 25- to 34-year-olds workforce to hold a postsecondary credential.
Centered around students, the 60x30TX higher education strategic plan is designed to achieve
this goal and help Texas remain competitive and prosperous. However, the state must include
25-34 year olds, which represent a large number of underrepresented student populations, such
as Hispanics and African Americans, if the plan is to succeed.

According to the THECB, the first goal of the 60x30TX plan is broad. It aims to raise
the percentage of the Texas younger adult population with postsecondary educational
attainment. Strategies to achieve this goal include promoting college attainment, develop
college/career readiness standards, focus on teacher preparation and professional development,
and encourage stop-outs to return and complete their degree.

The second goal, the completion goal, contributes to the first by supplying graduates
from Texas institutions: By 2030, at least 550,000 students by that year are expected to have
completed a certificate, associate’s, bachelor’s, or master’s degree from a Texas public,
independent, or for-profit college or university. Strategies to achieve this goal include
developing innovative approaches for content delivery, encouraging high-impact practices, and
increasing use of predictive analytics to identify and assist at-risk students.

The third goal, marketable skills, emphasizes the value of higher education relative to
the workforce: By 2030 all graduates from Texas public institutions of higher education will
have completed programs with identified marketable skills. Strategies to achieving this goal
include the integration of marketable skills into curricula so that students can demonstrate and
communicate those skills to future employers and enhance academic and career advising. The
final goal, student debt, is intended to help students who graduate with debt complete their

programs with reasonable debt: By 2030, undergraduate student loan debt will not exceed 60%
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of first-year wage for graduates of Texas public institutions (THECB, 2016). Strategies to
achieve this goal include decreasing excess semester credit hours, funding grants for eligible
students, and supporting alternate degree pathways to completion.

In order to achieve these goals, the GAIFAC committee of the THECB developed a
series of financial formulas and recommendations. They are based on three-year averages of
performance-based standards at each of the 37 public, four-year institutions in the state. The
formulas and recommendations serve as the foundation for methods and analysis.

Methods and Analysis

Methods and analysis consisted of a number of sources, steps, and calculations, before
addressing the research questions. This was because there is no established data source available
in order to calculate benefits and burdens. In order for analysis to be completed, several
methods of data collection were completed to prepare the data.

* Identify the 37 public, four-year institutions in Texas affected by H.B. 9;
e (alculate the total number of bachelor’s degrees needed to achieve 60x30TX
0 Determine the percentage each institution needs to contribute to achieve
60x30TX
= At-risk students (defined as Pell grant recipients or SAT/ACT scores
below the national average)
= Not-at-risk students
0 Calculate the number of students needed by each institution
= At-risk students
= Not-at-risk students

» Utilize the GAIFC (2015) report for:
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0 Average bachelor’s degree completion rates per institution
= At-risk students
= Not-at-risk students
0 Funding
= $200 million performance-based bonus (for two years)
= $938.6 million support for general academic, operations and teaching,
and space (GAOTS) for two years
= [dentify per institution funding for:
* At-risk students
* Not-at-risk students
0 Cost
= Identify the cost to each institution for:
* At-risk students at degree completion constant rates plus expected
growth needed to achieve 60x30TX
* Not-at-risk students at degree completion constant rates plus
expected growth needed to achieve 60x30TX
* Calculate funding benefits and burdens per each institution
Figure 5 provides an overview of the process and data sources in order to calculate

financial benefits and burdens.
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State Legislature: HB 9
THECB
60x30TX 3-YR Avgs — GAIFAC Operating Budgets

Certificates, # Bachelor’s | Students @ ea. Funding Costs
| Associates, | Degrees Institution
| Graduate |

% at-risk % not-at-risk Graduation GAOTS to

A A Bonus Institutions
: _l Dollars
. Private Public
emmm e i y A4
Benefits/Burdens P
Projections to 2030

Figure 5, Data Process and Sources
» State Legislature: Data from House Bill 9
* Texas Higher Education Board (THECB): Data from 60x30TX for goals and number of
projected college and university certificates, associate, bachelor’s, and graduate degrees
* Operating Budgets: Data from THECB; Three-year averages calculated by researcher
* Number of Bachelor’s Degrees: Data calculated by researcher
0 Each institution through 2030 from total number of certificates, associate’s,
bachelor’s and graduate degrees

0 Separated public from private four-year institutions
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* Students @ Each Institution:
0 Data from GAIFAC for percent of at-risk and not-at-risk students
0 Data calculated by researcher based on enrollment and graduation growth for
percent of at-risk and not-at-risk students to meet 60x30TS goals
* Funding:
0 Data from GAIFAC to allocate funding $600 per not-at-risk and $1,200 per at-
risk student based on a six-year average to graduation
0 Data from GAIFAC to allocate general academic, operations and teaching, and
space (GAOTS) funding across all 37 institutions
* Costs: Data per student from GAIFAC to educate at-risk and not-at-risk students at each
institution
* Benefits and Burdens through 2030: Calculated by researcher
0 Bonus dollars to be allocated to each institution based on projected growth for
percent of at-risk and not-at-risk needed by each institution annually to achieve
60x30TX through 2030
0 Cost to be incurred by each institution based on projected growth on percent of
at-risk and not-at-risk needed by each institution annually to achieve 60x30TX
through 2030
0 Benefits and burdens for allocation or withholding Bonus Dollars and/or GOATS
The Texas Higher Education Board (THECB), created by the legislature in 1965, is
charged with providing leadership and coordination throughout the state’s public higher
education systems (Agency Information, n.d.) to achieve excellence in college and university

education. As part of its operations, the THECB developed the Closing the Gaps Initiative,
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2000-2015. Texas’ Closing the Gaps initiative (Revised Goals and Targets for 2006-2015,
2006) projected an increase of students completing bachelor’s degrees at four-year institutions
from 74,100 to 112,500 during 2000 to 2015 years (Progress Report, 2015). Four-year
institutions graduated 125,192 students with bachelor’s degrees in 2015 (Progress Report,
2015). However, this included all four-year institutions in Texas, public and private.

There are 37 public four-year institutions in the state of Texas (GIAFAC, 2015). Public-
four year institutions graduated 57,000 students with bachelor’s degrees in 2000, which is 77%
of the bachelor’s degree population (Closing the Gaps, n.d.). Public-four year institutions
graduated 96,480 students with bachelor’s degrees in 2015, which is 77% of the bachelor’s
degree population (Progress Report, 2015). This is an average increase of 6,432 students per
year.

The Closing the Gaps initiative came to an end in 2015 but a new initiative was
developed: 60x30TX (60x30TX, 2015). It seeks to increase the number of students completing
a certificate, associate’s degree, bachelor’s degree, or master’s degree by the year 2030 to
550,000 graduates, but not all degrees will be from public institutions. In 2012-2013 (most
recent data as of April 2015 from the Southern Regional Education Board) there were 230,506
degrees awarded at both public and private institutions in Texas (Southern Regional Education
Board, 2015), associate’s through master’s (associates-30%; bachelor’s-50%; master’s-20%).

In order for the THECB to develop recommendations to the state legislature based on
funding formulas, the GAIFAC committee relied on a three-year average model from 2012
through 2014 (GAIFAC, 2015). The GAIFAC used the three-year model as a basis for
projections, assuming a six-year graduation rate for a bachelor’s degree. For example, at the

University of Texas at Arlington:
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* Number of students graduated, bachelor’s degrees, three-year average 6,285 graduates;

of those 3,520 were at-risk (56%); and 2,765 were not-at risk (44%).

* Cost to the institution: at-risk $97,955 annual cost; not-at-risk $82,385 annual cost.

At all Texas public institutions, associate’s degrees are 90% of the total number of
degrees awarded, 48% are bachelor’s degrees, and 18% are master’s degrees. Thus, of the
550,000 degrees and certificates projected by 2030, 275,000 are expected to be bachelor’s
degrees and 77% of those are from a public institution which is a total of 211,750 additional
degrees needed to achieve 60x30TX projections from 2015 to 2030, or 14,117 additional
bachelor’s degrees per year. Assuming constant rates of change, a method used by The Office of
the State Demographer and the Texas State Data Center at the University of Texas at San
Antonio (You & Potter, 2014), the following 37 public institutions would need to provide a
specific number of graduates, as seen in Table 1.

Table 1

Number of Public Institutions and Graduates Needed Per Institution for 60x30TX

Total number of | 3-year Number of Number of | Percent of 14,117- Number of Number of
degrees from 3- | average of | at-risk not-at-risk | total number | number of additional at- | additional not-
year averages: degrees degrees (3- | degrees (3- | of degrees additional risk students | at-risk
90,611 2012- year year (3-year graduates per | needed each students
2014 average) average) average/total | year needed. year per needed each
number) Each institution year per
institution to institution
meet state
objectives
UT-Arlington 6,285 3520 (56%) | 2,765 0. 07 988 553 435
UT-Austin 9,183 3490 (38%) | 5,693 0.1 1412 537 875
UT-Dallas 2,702 1405 (52%) | 1,297 0.03 423 220 203
UT-EI Paso 3,156 2556 (81%) | 600 0. 035 494 400 94
UT-Rio Grande | 5 ;5 3313 (88%) | 452 0. 042 593 522 71
Valley
UT-Permian 580 418 (12%) | 162 0. 006 85 61 24
Basin
UT-San Antonio | 4,419 3314 (75%) | 1,105 0.05 705 529 176
UT-Tyler 1,166 813 (70%) 353 0.013 184 129 55
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TAMU 9,207 3709 (40%) | 5,498 0. 102 1440 576 864
TAMU- 315 181 (57%) | 134 0. 003 42 24 18
Galveston

Prairie View 1,019 881(87%) | 138 0.011 158 137 21
Tarleton 1,855 1377 (74%) | 478 0. 020 282 209 73
TAMU-Central | 485 331(68%) | 154 0. 005 71 48 23
TAMU-CC 1,488 1101 (74%) | 387 0.016 226 167 59
Eﬁll\g/ls[vji_ue 946 805 (85%) | 141 0.010 141 120 21
ﬁffggsaﬂ 759 626 (82%) | 133 0. 008 113 93 20
TAMI 873 790 (90%) | 83 0.010 141 127 14
WTAMU 1,360 932 (69%) | 428 0.015 212 146 66
Eﬁ:ﬁrce 1,488 1090 (73%) | 398 0.016 226 165 61
%@hﬁ;ﬂa 353 246 (70%) | 107 0. 004 56 39 17
UH 5,873 3830 (65%) | 2,043 0. 065 918 597 321
UH-Clear Lake | 1,236 790 (64%) | 446 0.014 198 127 71
UH-Downtown | 2,348 1646 (70%) | 702 0. 026 367 257 110
UH-Victoria 659 412 (63%) | 247 0. 007 99 62 37
Midwestern 1,060 668 (63%) | 392 0.012 169 106 63
UNT 5,976 3654 (61%) | 2,322 0. 066 931 568 363
UNT-Dallas 387 280 (72%) | 107 0. 004 56 40 16
SFA 2,038 1497 (73%) | 541 0. 022 311 227 84
TSU 789 678 (86%) | 111 0. 009 127 109 18
TTU 5,126 2980 (58%) | 2,146 0. 057 804 446 338
Angelo 1,067 749 (70%) | 318 0.012 169 118 51
TWU 1,969 1300 (66%) | 669 0. 022 311 205 106
Lamar 1,440 1027 (71%) | 413 0.016 226 160 66
Sam Houston 3,162 2243 (71%) | 919 0.035 494 351 143
TXST 5,742 3827 (67%) | 1,915 0. 063 889 596 293
Sul Ross 195 163 (83%) | 32 0. 002 28 23 5
f}‘iﬁsg‘mo 141 124 (88%) | 17 0. 002 28 23 5

Growth projections were made based on the same guidelines established by GAIFAC
(2015). Funding recommendations were based on at-risk and not-at-risk classifications of
students. The growth also applied to the number of students each institution would need to

contribute, proportionately, to meet the 14,117 additional graduates per year to reach 60x30TX
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goals. Table 2 provides an overview of the growth through 2019, which is the biennium funding

cycle.

Table 2

Each Institution’s Projected Contribution to Graduation Growth for 60x30TX

Number of | Number of Number of | For biennium | For biennium For biennium For biennium
at-risk not-at-risk additional 2018, number | 2018, number 2019, number 2019, number
degrees degrees (3- graduates of at-risk—3 of not-at-risk— | of at-risk—3 of not-at-risk—
(3-year year average) per year & years 3 years years additional | 4 years
average, (at-risk) & additional additional graduates additional
2012-2014) [not-at-risk] | graduates graduates needed from graduates
needed from needed from 2015 needed from
2015 2015 2015
. 3,520 440 (246) | 738 (Total 582 (Total 984 (Total 776 (Total
UT-Arlington (36%) 2,765 [194] 4,258) 3,347) 4,504) 3,541)
. 3,490 918 (349) 1,077 (Total 1707 (Total 1426 (Total 2276 (Total
UT-Austin (38%) 3,693 [569] 4,567) 7400) 4916) 7969)
1,405 126 (Total 117 (Total 168 (Total 156 (Total
UT-Dallas (52%) 1,297 81(42)B39] | | 53y 1414) 1573) 1453)
2,556 110 (89) 267 (Total 356 (Total
UT-EI Paso #1%) 600 1] 2.823) 63 (Total 663) | 595 84 (Total 684)
UT-Rio Grande 3313 158 (139) | 417 (Total 556 (Total
Valley (8%) 452 [19] 3.730) 57 (Total 509) | J3¢0) 76 (Total 528)
UT-Permian Basin | 418 (72%) 162 403)[1] 9 (Total 427) | 3 (Total 165) 12 (Total 430) | 4 (Total 166)
. 3314 221 (165) | 495 (Total 168 (Total 660 (Total 224 (Total
UT-San Antonio | 75/ 1,105 [56] 3,809) 1273) 3974) 1329)
UT-Tyler 813 (70%) 353 15(11)[5] | 33 (Total 846) | 15 (Total 368) | 44 (Total 857) | 20 (Total 373)
936 (374) | 1122 (Total 1683 (Total 1496 (Total 2244 (Total
0,
TAMU 3709 (40%) 3498 [561] 4,831) 7181) 5205) 7742)
TAMU-Galveston | 181 (57%) 134 1. (1) [0] 3 (Total 184) | 0 (Total 134) 4 (Total 185) 0 (Total 134)
Prairie View 881 (87%) 138 11(10)[1] | 30 (Total 911) | 3 (Total 141) 40 (Total 921) | 4 (Total 142)
84 (Total 112 (Total
0,
Tarleton 1377 (74%) 478 33C0] | yq) 30 (Total 508) | | 49y 40 (Total 518)
TAMU-Central 331 (68%) 154 32)[1] 6 (Total 337) | 3 (Total 157) 8 (Total 339) 4 (Total 158)
TAMU-CC 1101 (74%) 387 24 (18) [6] ?‘1‘ S(ST)"”I 18 (Total 405) | 72 (Total 1173) | 24 (Total 411)
TAMU-Kingsville | 805 (85%) 141 10 (8) [1] 24 (Total 829) | 3 (Total 144) 32 (Total 837) | 4 (Total 145)
;‘:ﬂfr}fgsm 626 (82%) 133 6(5)[1] 15 (Total 641) | 3 (Total 136) | 20 (Total 646) | 4 (Total 137)
TAMI 790 (90%) 83 8 (8) [1] 24 (Total 814) | 3 (Total 86) 32 (Total 822) | 4 (Total 87)
WTAMU 932 (69%) 428 20 (14)[6] | 42 (Total 974) | 18 (Total 446) | 56 (Total 988) | 24 (Total 452)
TAMU- ) 54 (Total
Commerce 1090 (73%) 398 24097 | Y4y 21 (Total 419) | 72 (Total 1162) | 28 (Total 426)
TAMU-Texarkana | 246 (70%) 107 1(1)[0] 3 (Total 249) | 0 (Total 107) 4 (Total 250) 0 (Total 107)
381 (247) | 741( Total 399 (Total 988 (Total 532 (Total
0,
UH 3830 (65%) 2,043 [133] 4571) 2442) 4818) 2575)
UH-Clear Lake 790 (64%) 446 17(11)[6] | 33 (Total 823) | 18 (Total 464) | 44 (Total 834) | 24 (Total 470)
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UH-Downtown 1646 (70%) 702 61 (43)[18] 33 5()T otal 54 (Total 756) };?S()T otal 72 (Total 774)
UH-Victoria 412 (63%) 247 53)[1] 9 (Total 421) | 3 (Total 250) | 12 (424) 4 (Total 251)
Midwestern 668 (63%) 392 12(8)[5] | 24 (Total 692) | 15 (Total 407) | 32 (Total 700) | 20 (Total 412)
394 (240) | 720 (Total 462 (Total 960 (Total 616 (Total
0,
UNT 3654 (61%) 2,322 [154] 4374) 2784) 4614) 2938)
UNT-Dallas 280 (72%) 107 2(1)[0] 3 (Total 283) | 0 (Total 107) | 4 (Total 284) | 0 (Total 107)
99 (Total 132 (Total
0,
SFA 1497 (73%) 541 4663 12] | 356 36 (Total S77) | (530 48 (Total 589)
TSU 678 (86%) 11 7(6)[1] 18 (Total 696) | 3 (Total 114) | 24 (Total 702) | 4 (Total 115)
290 (168) | 504 (Total 366 (Total 672 (Total 488 (Total
0,
TTu 2980 (58%) 2,146 [122] 3484) 2512) 3652) 2634)
Angelo 749 (70%) 318 13(9)[4] | 27 (Total 776) | 12 (Total 330) | 36 (Total 785) | 16 (Total 334)
84 (Total 112 (Total
0,
TWU 1300 (66%) 669 Be805] | g 45 (Tol 714) | 170 60 (Total 675)
48 (Total
Lamar 1027 (71%) 413 23367 | o5, 21 (Total 434) | 64 (Total 1091) | 28 (Total 441)
110 (78) | 234 (Total 312 (Total 128 (Total
0,
Sam Houston 2243 (71%) 919 (32] 2477) 96 (Total 1015) 2555) 1047)
364 (244) | 732 (Total 360 (Total 976 (Total 480 (Total
0,
TXST 3827 (67%) 1915 [120] 4559) 2275) 4803) 2395)
Sul Ross 163 (83%) 32 0(0) [0] 0 (Total 163) | 0 (Total 32) 0 (Total 163) | 0 (Total 32)
(s}ﬂlmss-mo 124 (88%) 17 0 (0) [0] 0 (Total 124) | 0 (Total 17) 0 (Total 124) 0 (Total 17)

Knowing the three-year degree completion rate averages and each institution and

additional contributions needed to meet 60x30TX projections provided a total and per student

framework for awarding funding and calculating costs. Table 3 shows the annual costs to

graduate students with a bachelor’s degree at each institution (GAIFAC, 2015).

Table 3

Annual Per Institution Costs to Graduate Students

6-year average to graduation

Total annual cost
in dollars for
graduating at-risk
students

Total annual cost
in dollars for
graduating not-
at-risk students

Cost in dollars to
produce a bachelor’s
degree per at-risk
student, per year

Cost in dollars to
produce a bachelor’s
degree per not-at-risk
student, per year

UT-Arlington 97,955 82,385 16,325 13,730
UT-Austin 125,293 104,912 20,882 17,485
UT-Dallas 102,980 89,990 17,163 14,998
UT-EI Paso 95,843 71,080 15,974 11,847
UT-Rio Grande Valley 91,191 58,646 15,199 9,774

UT-Permian Basin 94,406 66,470 15,734 11,078

53




UT-San Antonio 97,465 76,665 16,244 12,778
UT-Tyler 79,627 74,918 13,271 12,486
TAMU 71,455 63,220 11,909 10,537
TAMU-Galveston 131,391 110,153 21,899 18,359
Prairie View 154,436 100,180 25,739 16,697
Tarleton 75,113 63,931 12,519 10,655
TAMU-CC 87,442 73,267 14,574 12,211
TAMU-Kingsville 103,546 87,661 17,258 14,610
TAMI 87,617 91,143 14,603 15,191
WTAMU 98,391 74,393 16,399 12,399
TAMU-Commerce 113,557 80,633 18,926 13,439
UH 94,079 70,769 15,680 11,795
UH-Clear Lake 29,228 9,993 4,871 1,666

UH-Downtown 112,363 86,829 18,727 14,472
Midwestern 118,341 94,272 19,724 15,712
UNT 78,174 68,556 13,029 11,426
SFA 88,780 67,375 14,797 11,229
TSU 247,397 137,034 41,233 22,839
TTU 86,641 75,305 14,440 12,551
Angelo 109,361 74,810 18,227 12,468
TWU 67,938 51,793 11,323 8,632

Lamar 126,250 94,358 21,042 15,726
Sam Houston 67,177 55,465 11,196 9,244

TXST 66,805 60,001 11,134 10,000
Sul Ross 157,045 143,222 26,174 23,870

The per institution costs served as a baseline to determine how much additional cost it
takes to account for the growth in bachelor’s degree graduates to meet 60x30TX. The GAIFAC
(2015) proposal used three-year graduation and cost averages from 2012 through 2014 as
baseline data. The committee used these data to project costs for the at-risk and not-at-risk
students. This baseline was used to calculate costs for the 2018 and again for 2019. For
example, at the University of Texas at Arlington, it costs $16,325 to graduate an at-risk student:
738 students x $16,325 = $12,047,850. These costs are represented in Table 4 for each

institution.
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Table 4

Annual Costs Per Institution Account for Graduation Rates and Graduation Growth Projections

6-year average to Cost in Cost in Cost in dollars | Cost in dollars Cost in dollars Cost in dollars
graduation dollars to dollars to for additional for additional for additional for additional
produce a produce a at-risk not-at-risk at-risk graduates | not-at-risk
bachelor’s bachelor’s graduates for graduates for for biennium graduates for
degree per degree per biennium biennium 2018 2019 (graduates | biennium 2019
at-risk not-at-risk 2018 (graduates + + additional (graduates +
student, per | student, per (graduates + additional graduates x additional
year year additional graduates x cost) graduates x
graduates x cost) cost)
cost)
UT-Arlington 16,325 13,730 12,047,850 7,990,860 16,063,800 10,654,480
UT-Austin 20,882 17,485 22,489,914 29,846,895 29,777,732 39,795,860
UT-Dallas 17,163 14,998 2,037,798 1,754,766 2,883,384 2,339,688
UT-EI Paso 15,974 11,847 4,265,058 746,361 5,686,744 995,148
UT-Rio Grande Valley | 15,199 9,774 6,337,983 557,118 8,450,644 742,824
UT-Permian Basin 15,734 11,078 141,606 33,234 188,808 44,312
UT-San Antonio 16,244 12,778 8,040,780 2,146,704 10,721,040 2,862,272
UT-Tyler 13,271 12,486 437,943 187,290 583,924 249,720
TAMU 11,909 10,537 13,361,898 17,733,771 17,815,864 23,645,028
TAMU-Galveston 21,899 18,359 65,697 0 87,596 0
Prairie View 25,739 16,697 772,170 50,091 1,029,560 66,788
Tarleton 12,519 10,655 1,051,596 319,650 1,402,128 426,200
TAMU-CC 14,574 12,211 786,996 219,798 1,049,328 293,064
TAMU-Kingsville 17,258 14,610 414,192 43,830 552,256 58,440
TAMI 14,603 15,191 350,472 45,573 467,296 60,764
WTAMU 16,399 12,399 688,758 223,182 918,344 297,576
TAMU-Commerce 18,926 13,439 1,022,004 282,219 1,362,672 376,292
UH 15,680 11,795 11,618,880 4,706,205 15,491,840 6,274,940
UH-Clear Lake 4,871 1,666 160,743 29,988 214,324 39,984
UH-Downtown 18,727 14,472 2,415,783 781,488 3,221,044 1,041,984
Midwestern 19,724 15,712 473,376 235,680 631,168 314,240
UNT 13,029 11,426 9,380,880 5,278,812 12,507,840 7,038,416
SFA 14,797 11,229 1,464,903 404,244 1,953,204 538,992
TSU 41,233 22,839 742,194 68,517 989,592 91,356
TTU 14,440 12,551 7,277,760 4,593,666 9,703,680 6,124,888
Angelo 18,227 12,468 492,129 149,616 656,172 199,488
TWU 11,323 8,632 951,132 388,440 1,268,176 517,920
Lamar 21,042 15,726 1,010,016 330,246 1,346,688 440,328
Sam Houston 11,196 9,244 2,619,864 887,424 3,493,152 1,183,232
TXST 11,134 10,000 8,150,088 3,600,000 10,866,784 4,800,000
Sul Ross 26,174 23,870 0 0 0 0

55




The GAIFAC (2015) proposal provided calculations for awarding bonus dollars to
institutions that increase graduation rates. This applies to both at-risk and not-at risk students.
The importance of providing bonus dollars to both at-risk and not-at-risk students is to assist in
achieving 60x30TX goals. Table 5 summarizes bonus dollars to each institution. However, each
institution would receive a different amount because they have different numbers of at-risk, not-
at-risk, and proportion of at-risk to not-at-risk students. For example, at the University Texas at
Austin 38% of students are considered at-risk, whereas the University of Texas at Rio Grande
Valley has 88% of its students are classified as at-risk. Bonus dollars are set at $1,200 per each
at-risk student and $600 per not-at-risk student regardless of institution (GAIFAC, 2015). Bonus
dollars are calculated according to the following. For instance, at the University of Texas at
Austin, the calculation is: (a) at-risk, 3,490 graduates x $1,200 = $4,188,000 bonus; and (b) not-
at-risk, 5,693 graduates x $600 = $3,415,800 bonus. Table 5 also provides the amount of bonus

dollars needed to account for growth to achieve 60x30TX.

Table 5

Bonus Dollars Allocated Based on Graduation Rates Per Institution

At-risk Not-at-risk For biennium For biennium For biennium For biennium
bonus dollars @ 3- | 2018, bonus 2018, bonus 2019, bonus 2019,bonus
dollars @ year dollars for dollars for dollars for dollars for
3-year graduation number of at- number of not- number of at- number of not-
graduation rate avg risk—3 years at-risk—3 years | risk—3 years at-risk—4 years
rate avg additional additional additional additional
graduates needed | graduates graduates graduates
from 2015 needed from needed from needed from
2015 2015 2015
UT-Arlington 4,224,000 1,659,000 885,600 349,200 1,180,800 465,600
UT-Austin 4,188,000 3,415,800 1,292,400 1,024,200 1,711,200 1,365,600
UT-Dallas 1,686,000 778,200 151,200 70,200 201,600 93,600
UT-EI Paso 3,067,200 360,000 320,400 37,800 427,200 50,400
UT-Rio Grande Valley | 3,975,600 271,200 500,400 34,200 667,200 45,600
UT-Permian Basin 501,600 97,200 10,800 1,800 14,400 2,400
UT-San Antonio 3,976,800 663,000 594,000 100,800 792,000 134,400
UT-Tyler 975,600 211,800 39,600 9,000 52,800 12,000
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TAMU 4,450,800 3,298,800 1,346,400 1,009,800 1,795,200 1,346,400
TAMU-Galveston 217,200 80,400 3,600 0 4,800 0
Prairie View 1,057,200 82,800 36,000 1,800 48,000 2,400
Tarleton 1,652,400 286,800 100,800 18,000 134,400 24,000
TAMU-CC 1,321,200 232,200 64,800 10,800 86,400 14,400
TAMU-Kingsville 966,000 84,600 28,800 1,800 38,400 2,400
TAMI 948,000 49,800 28,800 1,800 38,400 2,400
WTAMU 1,118,400 256,800 50,400 10,800 67,200 14,400
TAMU-Commerce 1,308,000 238,800 64,800 12,600 86,400 16,800
UH 4,596,000 1,225,800 889,200 239,400 1,185,600 319,200
UH-Clear Lake 948,000 267,600 39,600 10,800 52,800 14,400
UH-Downtown 1,975,200 421,200 154,800 32,400 206,400 43,200
Midwestern 801,600 235,200 28,800 9,000 38,400 12,000
UNT 4,384,800 1,393,200 864,000 277,200 1,152,000 369,600
SFA 1,796,400 324,600 118,800 21,600 158,400 28,800
TSU 813,600 66,600 21,600 1,800 28,800 2,400
TTU 3,576,000 1,287,600 614,800 219,600 806,400 292,800
Angelo 898,800 190,800 32,400 7,200 43,200 9,600
TWU 1,560,000 401,400 100,800 27,000 134,400 36,000
Lamar 1,232,400 247,800 57,600 12,600 76,800 16,800
Sam Houston 2,691,600 551,400 280,800 57,600 374,400 76,800
TXST 4,592,400 1,149,000 878,400 216,000 1,171,200 288,000
Sul Ross 195,600 19,200 0 0 0 0

Now that costs and bonus dollars have been determined based on graduation rates and
growth projections, data were needed on each institutions’ operating budget. This information

allows for benefits and burdens analyses later. Table 6 presents total operating budgets for

2012-2014 (THECB, 2016) with a percent difference and three-year average difference

calculated. The 2012-2014 budget years were used because they correspond to the 2012-2014

years used by GAIFAC (2015) for all other calculations.
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Table 6

Each Institutions’ Operating Budget

e ZUE 2014 iffomee | S verage i?fliiigci
UT-Arlington 312,796,092 | 345,269,754 | 353.898263 | 6.57% | 337321370 | 20,551,086
UT-Austin 1,375,258,048 | 1,430,216,358 | 1,609,600,000 | 8.52% 1,471,691,469 | 117,170,976
UT-Dallas 249,612,288 | 338,107,678 | 329,991,128 | 16.10% | 305,903,698 | 40,189,420
UT-Brownsville 96,292,672 97,245,331 56,800,979 20.51% | 83,446,327 (19,745,847)
UT-EI Paso 219,254,668 | 220,414,148 | 227,726,454 | 1.93% | 222,465,000 | 4,235,893
3:1'15;0 Grande 128,530,108 119,673,988 | 122,456,909 | -2.36% | 123,553,668 | (3,036,600)
UT-Permian Basin | 22,438,641 26,159,305 29,424,633 15.57% | 26,007,526 3,492,996
UT-San Antonio 289,194,082 | 297,330,364 | 294,894,903 | 0.99% | 293,806,450 | 2,850,411
UT-Tyler 31,796,361 53,154,097 51,873,585 31.57% | 45,608,014 10,038,612
TAMU 1,194,318,007 | 1,228,579,682 | 1,352,072,480 | 6.60% 1,258,323,390 | 78,877,237
TAMU-Galveston 49,805,095 56,063,405 58,230,775 8.46% | 54,699,758 4,212,840
Prairie View 168,542,297 | 166,642,508 | 168,738,756 | 0.06% 167,974,520 | 98,230
Tarleton 135,670,445 | 144,375,108 | 155430411 | 7.28% 145,158,655 | 9,879,983
TAMU-Central 26,437,787 27,721,720 30,276,810 7.26% | 28,145,439 1,919,512
TAMU-CC 161,066,004 | 162,619,659 | 173,839270 | 3.97% 165,841,644 | 6,386,633
TAMU-Kingsville 122,597,613 131,706,096 | 142,726,278 | 8.21% 132,343,329 10,064,333
TAMU-San Antonio | 35,734,685 33,117,134 40,005,484 5.98% | 36,285,768 2,135,400
TAMI 94,898,460 100,157,933 | 107,668,580 | 6.73% 100,908,324 | 6,385,060
WTAMU 127,395,754 | 128,814,180 | 132,575,722 | 2.03% 129,595,219 | 2,589,984
TAMU-Commerce | 140,232,986 | 155,092297 | 162,816,970 | 8.05% 152,714,084 11,291,992
TAMU-Texarkana | 29,237,319 34,156,971 35,368,896 10.49% | 32,921,062 3,065,789
UH 258,285,741 | 276,260,289 | 289,016,320 | 5.95% | 274,520,783 15,365,290
UH-Clear Lake 48,370,244 91,009,927 94233214 47.41% | 77,871,128 22,931,485
UH-Downtown 105,413,733 109,623,112 | 115,833,219 | 4.94% 110,290,021 5,209,743
UH-Victoria 25,165,463 26,333,788 27,283,893 4.21% | 26,261,048 1,059,215
Midwestern 94,154,646 95,706,395 98,468,305 2.29% | 96,109,782 2,156,830
UNT 876,061,021 | 872,065,333 | 885,343,900 | 0.53% | 877823418 | 4,641,440
UNT-Dallas 25,955,168 26,029,005 26,135,672 0.35% | 26,039,948 90,252
SFA 217,975,710 | 227,891,123 | 237,087,075 | 4.38% | 227,651,303 | 9,555,683
TSU 248,675,531 | 273,941,554 | 266,006,766 | 3.48% | 262,874,617 | 8,665,618
TTU 215,710,328 | 217,372,281 | 245432350 | 6.89% | 226,171,653 14,861,011
Angelo 40,246,096 40,498,037 43,598,871 4.17% | 41,447,668 1,676,388
TWU 78,178,228 79,302,689 84,021,060 3.74% | 80,500,659 2,921,416
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Lamar 86,886,263 92,020,435 100,974,614 8. 11% 93,293,771 7,044,176
Sam Houston 238,631,354 263,966,714 | 277,559,063 8.16% 260,052,377 19,463,855
TXST 443,353,765 495,560,807 | 524,125,100 9.11% 487,679,891 40,385,668
Sul Ross 2,047,669 2,414,116 2,302,500 6.22% 2,254,762 127,416

With the data set established, the research questions can be addressed. Not only do the
37 public four-year institutions need to address at-risk and not-at-risk graduation rates, they also
must increase the number of graduates by 14,117 per year, every year to achieve the goals of
60x30TX. The general questions underlying the goals are these: Are there financial allocations
in place to support the goals? Then, do the goals award benefits or place burdens on the
institutions? The model the GAIFAC (2015) proposed was one that would provide equity
among the institutions. To what extent will this apply? These questions lead to specific research
questions and results of data analysis.

It must be noted, though, that the results of the analyses only included data based on
guidelines provided by the GAIFAC, 60x30TX, and the Texas Higher Education Coordinating
Board. No calculations were conducted for additional revenue and that might be associated with
student fees, auxiliary sources, or traditional funding formulas from retaining students and
increasing enrollments for degree completion.

Results

The Texas Higher Education Coordinating Board was charged by state legislation to
develop a funding plan to meet the graduation goals of state’s higher education strategic plan:
60x30TX. Although the GAIFAC (2015) provided extensive analyses based on three year
trends for funding for the 2018-2019 biennium, further analyses were needed to evaluate
whether this model would benefit or burden institutions through 2030. As such, the following

research questions were developed.
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1. What is the relationship of anticipated performance-based funding to institutional
expenses to conform to House Bill 9?

2. Which of the 37 Texas four-year institutions benefit from performance-based
funding?

3. Which of the 37 Texas four-year institutions are burdened from performance-based
funding?

Research question one looked at the relationship of anticipated performance-based
funding to institutional expenses to conform to House Bill 9. Due to incomplete data from the
THECB, 31 institutions were used to address the research question. Institutions not included
are University of Texas Brownsville, Texas A&M University-Central, Texas A&M University-
San Antonio, Texas A&M University-Texarkana, University of Houston-Victoria and University
of North Texas- Dallas. The results showed a two-part approach to the analysis. Not only did
the GAIFAC (2015) propose bonus dollars based on graduation rates for all 37 institutions with
at-risk and not-at risk students ($100,000,000 per year limit for 37 institutions), it also
recommended the state legislature allocate $469,300,000 a year for general academic,
operations and teaching, and space (GAOTS). Thus, the results are two-pronged: (a) funding to
expense relationship with bonus dollars only; and (b) funding to expense relationship with
bonus dollars plus GAOTS.

Understanding the relationship of performance-based funding to expenses requires
information from institution’s operating budgets. Using a three-year average, data from the 31
institutions shows an average operating budget of $8,288,330,226 annually. However, if
institutions increase graduation rates, there are additional bonus dollars and costs. This reduces

the operating budget to $6,899,181,509 when growth is added to achieve 60x30TX. When
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GAOTS are added, the operating budget plus bonus dollars minus costs to graduate students,
including additional growth numbers needed to achieve 60x30TX, the operating budget
increases to $7,354,402,509. Initially, the 31 institutions will have to account for $933,927,717
from their budgets in order to begin to meet 60x30TX. However, if calculated from 2020
through 2030, the numbers can be more positive. For example, operating budgets plus bonus
dollars and GAOTS show the 31 institutions will have $4,552,210,000 additional funds to assist
with achieving 60x30TX. This is a 6.2% increase in funding. If institutions have to rely on
bonus dollars alone, they lose $1,985,504,320 resulting in a 2.8% loss. In other words, it would
cost them more money to graduate more students than what the state would allocate in bonus
dollars. Table 7 shows a summary of the data.

Table 7

The Relationship of Anticipated Performance-Based Funding to Institutional Expenses Per
Year, N = 31 Four-Year Institutions

Operating  Operating Budget +  Operating Budget + Bonus Operating Budget +

Budget Bonus $ - Constant $ - Constant Costs & Bonus $ + GAOTS -
Costs Additional Costs Constant Costs &
Additional Costs
$8.3B $7.1B $6.9B $7.4B
Loss ($1.4B) (3933 M)
Gain $0 $0
2020-2030
Loss ($2 B; -2. 8%)
Gain $4.5B;6.2%

Based on the GAIFAC (2015) recommendations, the relationship of performance-based
funding to institutional expenses to graduate students is either promising or imposing. If general
academic, operations and teaching, and space (GAOTS) allocations are made through 2030,

institutions are rewarded through performance-based funding ($4.5 billion support). If they have
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to rely on bonus dollars only, they will have to reallocate funding from their current budgets on
each campus to subsidize ($2 billion) the state’s strategic plan to achieve 60x30TX graduation
goals at the bachelor’s degree level. This leads to the second research question.

Research question two examined which of the 37 public, four-year institutions would
benefit from performance-based funding. Due to incomplete data from various sources, 31
institutions were used to address the research question. Benefit was established by ranking the
institutions by percent of increase in operating budget based on operating budget plus bonus
dollars minus additional costs to graduate students according to growth projections compared to
operating budget plus bonus dollars plus general academic, operations and teaching, and space
allocations minus additional costs to graduate students according to growth projections to meet
60x30TX goals at the bachelor’s degree level. The growth ranges from a low of 1.82% at Texas
Southern University to a high of 23.43% at the University of Texas-Rio Grande Valley. Table 8
provides a summary of the rankings.

Table 8
Four-Year Institutions Benefit from Performance-Based Funding Ranked by Percentage

Change of Funding Growth, N = 31 Institutions

Institutions Operating Operating Percent
Budget+Bonus-Add'l Budget+Bonust+GAOTS- | Change
Cost w/Growth Add'l Cost w/Growth
UT-Rio Grande Valley $64,424,626 $84,135,226 23.43
Angelo State University $22,133,779 $27,765,379 20.28
UT-Tyler $29,199,844 $35,300,744 17.28
U Houston-Downtown $65,298,076 $77,499,876 15.74
Texas Tech University $150,387,129 $177,137,229 15.10
Texas Women’s University $58,731,544 $69,056,144 14. 95
University of Houston $183,044,043 $213,548,543 14.28
UT-Permian Basin $17,005,176 $19,820,976 14. 21
UT-Arlington $232,776,645 $265,627,645 12. 37
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Lamar $62,264,563 $69,773,363 10. 76
UT-San Antonio $219,626,146 $243,091,146 9. 65
UT-EI Paso $170,423,312 $186,848,812 8.79
Tarleton $121,371,816 $130,757,816 7.18
Midwestern $74,730,846 $80,362,446 7.01
UH-Clearlake $87,560,283 $94,130,483 6. 98
Sam Houston $224,435,625 $240,861,125 6. 82
TXST $406,676,692 $436,242,592 6.78
WTAMU $107,167,591 $114,207,091 6. 16
TAMU-Commerce $124,340,253 $131,849,053 5.69
UT-Dallas $257,990,413 $272,069,413 5.17
TAMU-International $87,041,446 $91,734,446 5.12
Sul Ross $17,540,448 $18,479,048 5.08
TAMU-CC $143,469,106 $150,977,906 4.97
SFA $213,910,616 $224,235,216 4. 60
TAMU $1,148,006,331 $1,195,874,931 4.00
TAMU-Kingsville $115,063,259 $119,756,259 3.92
UNT $797,914,170 $828,887,970 3.74
Prairie View $140,257,395 $145,419,695 3.55
UT-Austin $1,280,314,626 $1,327,244,626 3.54
TAMU-Galveston $47,717,495 $49,125,395 2.87
Texas Southern University $228,358,215 $232,581,915 1.82

The GAIFAC (2015) established performance-based funding criteria based on student
at-risk and not-at-risk status. They calculated costs according to each institution’s characteristics
and setting. How performance-based funding is allocated, though, is not as simple as assigning
funding to student status then deducting costs. To determine which institutions benefit the most,
the process must also consider operating budgets, percent of at-risk and not-at-risk students on
each campus, and projected growth proportionate to each campus in graduation numbers for

both at-risk and not-at-risk students. Given those variables, some institutions stand to benefit far
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more than others as seen in Table 7 above. However, that ranking does not consider which
institutions benefit in relation to its burdens. Research question three addressed that issue.
Research question three assessed how the 37 Texas four-year institutions were burdened
from performance-based funding. Due to incomplete data from various sources, 31 institutions
were used to address the research question. Burden was determined by percentage of loss of
revenue by achieving 60x30TX graduation goals from years 2020 through 2030 according to
institutions receiving only bonus dollars. Table 9 provides a summary of the results.
Table 9

Four-Year Institutions Benefit Burden from Performance-Based Funding, N = 31 Institutions

Institutions Constant Constant Additional Percent | Constant Percent Total

Operating Benefit to the Benefit | Additional Burden | Burden Percent

Budget with no Institution w/Bonus to the Institution Spread

Bonus Dollars or | Dollars & GAOTS- w/out GAOTS-

GAOTS Total 2020-2030 Total 2020-2030

(just benefits-no (just burdens-no
operating budget) operating budget)

UT-Rio Grande Valley $123,553,668 $197,106,000 23.43 $86,278,320 (11. 81) 35.24
Angelo State University $41,447,680 $56,316,000 20. 28 $27,866,540 (11.18) 31.46
U Houston-Downtown $110,290,021 $122,018,000 15.74 $64,047,590 (8.93) 24. 67
UT-Tyler $45,608,014 $61,009,000 17. 28 $23,986,890 (7.59) 24. 87
UT-Permian Basin $26,007526 $28,158,000 14. 21 $12,256,460 (6.72) 20. 93
University of Houston $274,520,783 $305,045,000 14. 28 $131,471,550 (6.70) 20. 98
Texas Tech University $226,171,653 $267,501,000 15.10 $106,824,780 (6. 63) 21.73
Lamar $93,293,771 $75,088,000 10. 76 $44,046,360 (6. 61) 17.37
UT-Arlington $337,321,370 $328,510,000 12. 37 $150,002,750 (6. 05) 18. 42
Texas Women’s University | $80,500,659 $103,246,000 14. 95 $32,362,070 (5.22) 20.17
UT-San Antonio $293,806,450 $234,650,000 9.65 $108,420,040 4.70) 14. 35
UT-EIl Paso $222,465,090 $164,255,000 8.79 $75,032,180 4.22) 13.01
Midwestern $96,109,782 $56,316,000 7.01 $30,806,000 (3.96) 10. 97
Sul Ross $23,077,402 $9,386,000 5.08 $7,213,520 3.95) 9.03
TAMU-Commerce $152,714,084 $75,088,000 5.69 $39,425,690 3.07) 8.76
WTAMU $129,595,219 $70,395,000 6.16 $32,125,880 (2.91) 9.07
Tarleton $145,158,655 $93,860,000 7.18 $33,942,860 2.72) 9.90
Prairie View $167,974,520 $51,623,000 3.55 $38,768,800 (2. 69) 6.24
UT-Dallas $305,903,698 $140,790,000 5.17 $68,204,540 (2.58) 7.75
TAMU-International $100,908,324 $46,930,000 5.12 $20,672,550 (2.32) 7.44
TXST $472,261,374 $295,659,000 6.78 $95,658,640 (2.30) 9.08
Sam Houston $260,052,377 $164,255,000 6.82 $52,516,880 (2.29) 9.11
TAMU-CC $165,841,644 $75,088,000 4.97 $31,543,070 (2.25) 7.12
Texas Southern University | $262,874,617 $42,237,000 1.82 $49,054,990 (2.10) 3.92
UT-Austin $1,471,691,469 $469,300,000 3.54 $265,130,090 (2.03) 5.57
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TAMU-Kingsville $132,343,329 $46,930,000 3.92 $23,777,700 (2.02) 5.94
SFA $244,317,969 $103,246,000 4. 60 $43,021,550 (1.97) 6.57
TAMU-Galveston $54,699,758 $14,079,000 2.87 $8,560,380 (1.76) 4.63
UNT $877,823,418 $309,738,000 3.74 $115,481,100 (1.43) 5.17
TAMU-College Station $1,258,323,390 $478,686,000 4.00 $159,635,520 (1.37) 5.37
UH-Clear Lake $91,672,512 $65,702,000 6. 98 $7,369,030 (.83) 7.81

Table 9 is clear with its data. Without GAOTS every institution would be financially
burdened. Performance-based bonus dollars alone will not compensate for the additional costs
each institution incurs to meet 60x30TX goals. On the high end, the University of Texas-Rio
Grande Valley would suffer an 11.8% burden to its operating budget. This means it would have
to account for an $8.6 million shortfall each year for 10 years (2020 through 2030). On the low
end, the University of Houston would suffer a .83% burden to its budget, which is an additional
expense of $736,900 each year for 10 years. Other institutions may have higher dollar amounts,
such as the two flagship institutions, but proportionately the percentages are lower (UT-Austin,
2.03%, $26.5 million a year; TAMU-College Station, 1.37%, $16 million a year).

The data showed the institutions are in a precarious position. The state is mandating
funding for performance-based outcomes as an incentive to contribute to 60x30TX. From a
Theory of Economic Regulation perspective (Stigler, 1971), institutions only benefit when both
bonus dollars and GAOTS are allocated. If only bonus dollars are allocated, institutions are
burdened. The results are even more ominous if operating budgets remain constant and there is
no additional funding for growth in graduation rates. However, institutions could benefit if they
adhere to their current practices of retention and approaches to graduation without participating
in a performance-based funding model. Since H. B 9 is law, there is not an option not to

participate. The next section relates the importance of the analysis.
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Discussion

The Texas state legislature through House Bill 9 is requiring the state’s 37, four-year
institutions to implement performance-based funding. Allocations for bonus dollars
(performance-based funding) and general academic, operations and teaching, and space, and
costs have been projected for the 2018-2019 biennium based on reports from the Texas Higher
Education Coordinating Board. In the meantime, the Texas Higher Education Strategic Planning
Committee released a new strategic plan titled 60x30TX which give degree and certificate
projections through 2030. However, no previous analyses have been conducted to examine how
those allocations and costs affect the state’s 37 four-year institutions through the year 2030 in
accordance with 60x30TX bachelor’s degree completion rate expectations. This research
examined those allocations and costs and found the results to be beneficial under one funding
model and burdensome under another model.

According to Stigler’s (1971) Theory of Economic Regulation, it explains who receives
benefits and who are burdened from regulations. House Bill 9 requires a performance-based
funding approach to its 37, public four-year institutions. Some may benefit more than others and
some may be burdened more than others.

The General Academic Institutions Formula Advisory Committee (GAIFAC) calculated
performance-based funding based on three-year graduation rates and costs unique to each
institution. The GAIFAC sought to provide financial benefits to each institution. However, over
a 10-year period the formulas do not account for growth projections from 60x30TX. Looking at
the outcomes through Stigler’s (1971) Theory of Economic Regulation benefits and burdens

gives a fuller perspective of the GAIFAC intent.

66



Stigler’s (1971) theory relates four benefits. The first benefit has to do with policy
control over subsidies. The premise being that any group positioned to influence how power is
used can benefit. In Texas, there is growing public concern over the production of an educated
workforce. In response, policy makers have charged the higher education regulation authority in
Texas, THECB, with implementing H.B. 9 and developing a Graduation Bonus model that
offers the financial incentives necessary to achieve the goals of the 60x30TX plan. This model
provides fiscal motivation to public institutions of higher education in obtaining additional
revenue for meeting state goals.

The second benefit is control over new rivals. Traditionally, public institutions of higher
education would lobby for increases in funding only to have other public institutions compete
for the same funds. However, the Graduation Bonus model approach imposes price controls
eliminating competition over a limited pool of funds between institutions.

The third benefit (Stigler, 1971) is control over support products and services. The state
of Texas charged THECB with revising the metrics associated with H.B. 9 that institutions will
be required to meet to receive funding incentives. By establishing the conditions in which
institutions will receive bonus funding places the State is in control. Notably, the 2016 strategy
is a transposition from the original metrics introduced in 2011. The new strategy reflects a
supplementary incentive-based structure whereas the initial metric structure was punitive in
nature and penalized institutions for not meeting performance measures.

The fourth benefit is control over fixed pricing. The recommendation made by GAIFAC
for general academic institutions is to fund universities through a new Graduation Bonus
formula, $600 for each bachelor’s degree awarded to a student who is not at-risk and $1,200 for

each bachelor’s degree awarded to an at-risk student (THECB, 2016). This fixed price
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configuration commits the THECB to the equitable distribution of appropriations to all
institutions.

Stigler’s (1971) theory also relates two burdens. The first burden is collateral damage.
The implementation of the 60x30TX plan comes at no additional cost to the state but without
careful consideration of funding allocations and the differences in institutional missions and the
diversity of students they serve, the higher education community will suffer, particularly the
number of at-risk student populations on each respective campus. If allotments from both the
bonus model and GAOTS are not provided, colleges and universities will be required to redirect
funding from their individual operating budgets to offset the costs of meeting the 60x30TX
goals. The greatest financial hardship will be felt by regional institutions with less resources and
smaller operating budgets than the flagship institutions.

The second burden is that policy makers’ views do not always reflect stakeholder’s
views, which tend to be negative (Stigler, 1971). The evolution of performance-based funding
in Texas stems from public concerns over accountability in higher education. However, many
administrators at colleges and universities believe performance-based funding initiatives
encourage competition rather than collaboration and reduce the academic rigor of a
postsecondary degree (BLS, 2016).

Implications

There are several implications to the implementation of H.B. 9. First, all institutions
stand to gain or lose. However, overall, the regional system institutions stand to gain and lose
the most whereas flagship institutions stand to gain and lose the least. For example, the percent
of burden is greater at each of the seven regional institutions in the University of Texas system

than at the system flagship institution, UT-Austin. Likewise, the percent of burden is greater at
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each of the six regional institutions in the Texas A&M University system than at the system
flagship institution, TAMU-College Station. Ultimately, if general academic, operations and
teaching, and space (GAOTYS) allocations are provided, institutions will be positively
incentivized through performance-based funding. If they have to rely on Graduation Bonus
dollars alone, each institution will need to reallocate funding from their current operating
budgets to subsidize the cost to achieve the goals of the 60x30TX strategic plan.

A second implication relates to the primary objective of the 60x30TX plan to raise the
percentage of the younger adult population in Texas with a postsecondary education. More
specifically, the goal is that by 2030, at least 60% of Texans ages 25-34 will have a
postsecondary credential or degree (THECB, 2016). The successful implementation of H.B. 9
means many more students will not only need access to higher education, they must succeed in
completing their college degree. The undergraduate enrollment in the United States has more
than doubled since 2009 while completion rates have been virtually unchanged (Complete
College America, 2016). For this reason, colleges and universities in Texas will need to take
bold action to implement systemic reforms and implement evidence based student success
strategies such as co-requisite remediation, structured scheduling, and guided pathways.
Institutions will need to be intentional about developing strategies that significantly improve
student success, uncovering barriers and enablers to degree and credential attainment as well as
to understanding factors that enable student success.

A third implication relates to serving a new generation of college students. The current
pipeline of students approaching college age is dramatically different from what it was a
generation ago (Kelchen & Stedrak, 2016). Yesterday’s nontraditional student is today’s

traditional student yet the higher education system continues to operate the same as before.
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According to the U.S. Department of Education’s National Center for Education Statistics
(2016), 45% of public high school graduates are projected to be non-white, first generation and
low-income. The 60x30TX plan seeks to produce 550,000 credentials by 2030 (THECB, 2016).
Reaching a goal of this magnitude will require institutions to rethink student success strategies
especially with regard to nontraditional and economically disadvantaged students that make up
the majority of the student population at public comprehensive colleges and universities in
Texas. In this new era, student success and institutional success are inseparable. To better serve
the new majority of students, institutional transformation will be critical in succeeding in
meeting the goals of the 60x30TX.

Recommendations

Performance-based funding approaches change funding philosophies. No longer can
legislatures allocate funds from budget year to budget year based on enrollment formulas. They
must have a long term strategy that is not only consistent with the State’s strategic plan but also
contributes to the capacity of each institution for achieving the goals of the strategic plan.
Effective performance-based funding models should reflect core values, public goals, respect
institutional missions, and monitor student progression. Policy makers need to clearly define
and disseminate state-level priorities and engage all stakeholders and consider unique
institutional characteristics that impact performance-based funding outcomes.

Using indicators that measure both progress and completion will be critical to the
success of performance-based funding at the institutional level. The performance-based funding
model supporting the 60x30TX plan emphasizes only completion metrics, such as graduation
rates, which creates unequitable and inflexible targets for colleges and universities that serve a

regionally diverse set of at-risk students. Focusing on completion metrics alone could
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discourage institutions from developing student support programs that advance individual
student progress such as retention, time to degree, course completion and credit attainment
rates.

Clearly communicating the goals of performance-based funding initiatives to all
stakeholders, including institutions of higher education, will advance the outcomes of
performance-based funding. Detailed, descriptive communication is critical to attaining buy-in
to performance-based funding as students, faculty and staff are integral to the process of
responding to new funding mandates (Dougherty & Reddy, 2011; Harnisch, 2011; Miao, 2011).

Future Research

The findings of this study on performance-based funding in Texas have led to the
identification of needs for future research. First, longitudinal studies need to be conducted to
examine the effects of performance-based funding on regional comprehensive institutions.
Researchers need to look at the financial impact performance dollars have on individual
institutions, the influence it has on student success measures, and how these compare across
institutions. Incorporating individual institutional growth projections and operating budgets into
funding models will result in a more sustainable performance-based funding model.

Second, a quantitative analysis ensures performance-based funding models adequately
incentivize all institutions. Instead of implementing a “one size fits all” standard, policy makers
need to consider flexibility within the formula to address differences in institutional regions,
student demographics, missions and capacities. Declining state resources to postsecondary
institutions must be factored into what these colleges and universities are capable of doing.

Third, adequate funding is necessary to effectively achieve cross campus buy-in and

enact change in institutional behavior. Performance-based funding models would be more
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effective if funding was allocated based on each institution’s budget as opposed to supplemental
funding that does not consider campus culture, at-risk student populations, or fiscal conditions.
Policy makers need to consider the resource environments on each campus and identify ways to
support the growth and sustainability of student success programs.

Summary

As Texas prepares to implement performance-based funding, information examined
recent funding policies with revised incentives that could reposition colleges and universities
based on cost, benefits, burden and equity of distribution. The introduction of 60x30TX
strategic plan by a newly established strategic planning committee was founded on the critical
need for an educated Texas workforce and sets the stage for the acceleration of postsecondary
credential production aiming to award 2.7 million certificates or degrees by 2030. The goal of
the 60x30TX plan is for Texas higher education to have 60% of young adults, ages 25 to 34,
complete some form of higher education by 2030. Therefore, funding models have been
redesigned to incentivize the 37 public, four-year institutions in Texas that reflect the 60x30TX
plan where bonus dollars are awarded to institutions graduating the largest number of at-risk
students. Yet no information was provided on how such funding incentives would benefit or
burden colleges and universities with varying intuitional capacities, operating budgets, or
annual growth trajectories.

Some of the changes resulting from the new funding model could take time to reveal
actual outcomes, both because the policies institutions put in place to respond to performance
funding require a number of years to reach their full impact, and because there is a lag in data
availability that would allow for comparison with other states that do not use performance

funding (Jonson & Yanagiura, 2016). The analysis conducted in this chapter reveals many
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colleges and universities do not have the resources to develop programs tied to the 60x30TX
plan objectives receiving bonus dollars alone and will suffer serious disadvantages. If the state
legislature approves the recommendation to award the general academic, operations and
teaching, and space (GAOTYS) allocations are made through 2030, institutions will be positively
incentivized through performance-based funding. Essentially, the new funding model will work
if discretionary funding is provided, however, if it is not, it could cost institutions of higher

education in Texas over 2 billion dollars from 2020 to 2030.
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CHAPTER V
DISCUSSION
Introduction

Performance-based funding is not a new idea in higher education finance but it is new to
Texas. For the past three legislative sessions, policy makers in Texas have been working to
transform funding to higher education from formula funding based on student enrollment to
formula funding that creates fiscal incentives for institutions to increase student attainment. By
January of 2018, a new performance-based funding model for Texas state-supported public
higher education institutions will be fully operational. This dissertation was developed in three
phases covering a four-year period of assessment on the progress Texas has made toward the
implementation performance-based funding.
Phase One

Phase one examined the “major aspects and driving forces to performance based funding
as it changes the paradigm of how colleges and universities receive public funding” (Ellis &
Bowden, p. 942). This study began in 2013 when the 83rd Texas Legislature signed into law
the Performance-Based Funding Act mandating up to 10% of funding to public universities will
be based on a performance model developed by the Texas Higher Education Coordinating
Board. In many ways, H.B. 9 was a response to a series of federal reports and legislation that
introduced the theory of neoliberalism to higher education (Ellis & Bowden). The more the
American education system was seen as a failing venture, the more accountability was
demanded such as increased access, affordability, quality, and accountability by institutions of
higher education. The neoliberalism approach provided the groundwork for the rise of

performance-based funding by linking performance to economic benefits in the United States.
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Traditional funding formulas that once allocated fund to institutions based primarily on
student enrollment now cease to exist in Texas. The first performance-based model emerged in
its place targeting institutional accountability and improving the state’s educational outcomes
aligned with the state’s educational goals and economic needs. The model was built on the
premise of incentivizing institutions to produce graduates in critical fields that directly support
the needs of the state such as math, science, technology, and engineering. Specifically,
legislation redirected 10% of the state’s enrollment driven funding for allocation to universities
based on specific standards, such as total undergraduate degrees, time to degree, institutional
mission factor, cost-to-degree, critical fields factor (Science, Technology, Engineering, and
Mathematics—STEM and STEM related), at-risk factor and six-year graduation rates (THECB,
2011). The new model provided incentives for formula funding by means of progress indicators,
including weighted metrics, such as number of bachelor degrees awarded, bachelor degrees
awarded in STEM related fields, and bachelor degrees awarded to at-risk students.

Implications for the first performance-based model related to the lack of evidence the new
model would meet the needs of the state, the economy, or the students. Furthermore, the metrics
were indicative of unequitable distribution of funding to regional institutions lacking the
resources needed to meet the new performance measures hence rewarded flagship institutions
and penalized the regional institutions.

Phase Two

Phase two analyzed “data from several states with similar performance-based funding
standards to help bring to light to the possible effects H.B. 9 will have on Texas’ public” (Ellis
& Bowden, 2015 p. 1). To examine the inequities suspected from the 2013 assessment, this

study was conducted in 2015 that provided an equity analysis of funding distribution among
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state universities in Texas based on performance-funding criteria. The research sought to
evaluate whether or not the proposed performance-based model reflected the major differences
in institutional missions, the diversity of students, or if metrics will exacerbate inequalities in
funding to institutions in Texas.

The analysis was conducted by comparing metric definitions, funding distributions,
operating budgets, and state allocations of 14 other states implementing performance-based
funding with the proposed model in Texas. Because there was no data yet available in Texas,
the study sought to understand the general effects of the metrics proposed in the performance
model on institutions by converting weights into dollar amounts.

Findings concluded that most institutions in Texas would have been required to divert
resources from current needs toward compliance with state mandates. In addition, the
distribution of funds to institutions in Texas would have greatly rewarded larger flagship with
strong graduation rates and STEM programs in place. The data revealed the proposed
performance model would have penalized smaller system institutions with limited resources in
geographically and economically diverse regions. Results determined these smaller system
institutions would have been left to find the resources needed to develop the academic and
support programs needed that larger institutions already have, just to compete for performance-
based funding.

Phase Three

Phases one and two are complete and resulted in two peer reviewed publications. Phase
three is a further analysis of H.B. 9. It is structured for publication as it examined critical
changes in the reform of H.B. 9, such as state objectives, revised Texas Higher Education

Coordinating Board metrics, and new pressure on Texas four-year institutions to comply with
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H.B. 9. The study compared expenditures, operating budgets, and growth trajectories of public
four-year colleges and universities to anticipate funding amounts based on the 2014
recommendations from a newly formed strategic planning committee at THECB. Proposed
revisions to the previous performance funding model were guided by the new 60x30TX
strategic plan, which committed higher education institutions to graduating 60% of the 25- to
34-year old population in Texas by 2030. With the state legislature and the higher education
governing board at the helm of the 60x30TX plan that changed the trajectory of performance-
based funding in Texas, Stigler’s (1971) Theory of Economic Regulation was utilized to
examine the two major elements of benefits and burdens.

Funding incentives shifted since the initial development of metrics from H.B. 9.
Specific standards have developed from total undergraduate degrees, time to degree,
institutional mission factor, cost-to-degree, critical field factors like STEM to three-year average
graduation rates of degrees awarded to at-risk students and not-at-risk students. In addition, two
funding mechanisms are proposed. The first is bonus dollars, weighted differently for at-risk
and not-at-risk students, awarded to institutions that increase graduation rates. The second is
supplemental funding allocations for general academic, operations, teaching, and space. Results
of this study concluded that graduation bonus dollars alone would not compensate for the
additional costs each institution would incur to meet 60x30TX goals. If institutions are funded
through the revised performance model of graduation bonus dollars alone, institutions will be
burdened. The following research questions guided the study:

1. What is the relationship of anticipated performance-based funding to institutional

expenses to conform to House Bill 9?
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2. Which of the 37 Texas four-year institutions benefit from performance-based
funding?

3. Which of the 37 Texas four-year institutions are burdened from performance-based
funding?

Phase one outlined funding formulas proposed by THECB in response to in H.B. 9. It
laid the foundation for an economic model for Texas to allocate fiscal incentives for higher
education institutions raising questions about inequitable distribution and unfair advantages for
some institutions over others. It exposed a performance paradox in which states demanded
performance, yet did not adequately fund smaller institutions to address institutional
performance. Phase two resulted in a funding analysis that compared performance-funding data
from institutions across the United States with data from similar institutions in Texas. The
analysis confirmed suspicions of inequities from H.B. 9, specifically for regional institutions
smaller in size and capacity. In 2015, Texas introduced the new 60x30TX strategic plan for
higher education, causing THECB to abandoned the original performance-based funding model
and develop a new model for incentivizing institutions to align with the new plan. This charge
was led by a newly formed committee, the GAIFAC, within the THECB. This provided the
purpose of phase three in examining important factors influencing the benefits versus burdens
related to the new performance funding model.

Phase three findings concluded with multiple considerations that directly influence the
success or failure of the implementation of performance-based funding. First, if legislation ties
state funding to graduation bonus dollars only, institutions will be forced to reallocate funding
from their current operating budgets to subsidize the additional $2 billion needed to achieve the

goals of the 60x30TX strategic plan. Though institutions would be adequately rewarded with
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$4.5 billion in incentives if legislation accepts the recommendation from the THECB to allocate
GAOTS funding through 2030, no commitment has been made by legislation to allocate
GAOTS funding, either short-term or long-term. Without a long-term commitment to adequate
performance-based funding, institutions are left to assume the costs of meeting the attainment
goals of the 60x30TX strategic plan.

Second, the performance model neglected to calculate costs according to each
institutional operating budget or projected growth specific to each institution. Data showed that
without GAOTS funding, all institutions in Texas are financially burdened by performance-
based funding with smaller regional institutions being the hardest hit as opposed to larger
flagship institutions. Essentially, no consideration for institutional expenses to meet the goals of
60x30TX is identified in the current state performance-based funding model. Furthermore,
sufficient fiscal support for institutions to achieve credential attainment goals is insufficient.
The most common theme found in the evaluations of higher education performance-based
funding is that low-resources colleges and universities struggle to meet performance goals
(Hillman, 2016). The recommendation made by GAIFAC for general academic institutions is to
fund universities through a new Graduation Bonus formula, $600 for each bachelor’s degree
awarded to a student who is not-at-risk and $1,200 for each bachelor’s degree awarded to an at-
risk student (THECB, 2016). Though data were provided by the GAIFAC to show the three-
year averages of graduation bonus dollars for institutions graduating at-risk students, data were
not provided to show cost for additional campus growth over time or for increased numbers of
students needed to meet 60x30TX outcomes.

Third, by only incentivizing institutions to graduate at-risk students, the legislature, the

THECB, and the GAIFAC neglected to incorporate incentives that encourage or support low-
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performing institutions to improve. In higher education, it is likely that institutions already
performing well will have the resources necessary to respond and adapt to the performance
demand (Snyder, 2015). Those with the least resources will struggle to respond, if they do not
have the experience or financial capability to adopt or implement new retention and completion
initiatives (Hillman, 2016).

Fourth, funding incentives are insufficient for institutional growth. The 60x30TX plan
has committed higher education to graduate at least 550,000 students by 2030, with certificates,
associate’s, bachelor’s, and graduate degrees. In addition, the plan calls for significant increases
to graduation rates of traditionally underrepresented students, such as first-generation, low-
income, and students of color. To support this goal, the performance funding model weighs at-
risk students higher than not-at-risk students to incentivize institutions to focus on the new
critical mass of traditionally underserved students entering college. However, the funding is
insufficient to strengthen the capacity and expansion and programming needed for institutions
to integrate support initiatives that foster student success for this target population. New models
of student success must address issues related to characterizing the diverse nature of students
who are entering higher education today. The 60x30TX plan does not provide support for
transitioning institutions away from programs developed for a homogenous student base. It is
impossible to think that a single mega-model can account for everything related to the success
of a diverse group of students entering college today (Anderson, 2014). The basic institutional
structure and outdated delivery methods need to change in order meet the needs of traditionally

underserved students. Figure 5 provides a summary of benefit versus burden.
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Four-Year Institutions Benefit Burden from Performance-Based Funding, N'= 3] Institutions

Institutions Constant Constant Additional | Percent | Constant Percent Total

Operating Beanefit to the Banefit | Additionsl Burdsn | Borden Parcant

Budgetwithnoe | Institutionw/Boms to tha Institution Spraad

Bonus Dollars or | Dollars & GAOTS- wiout GAOTS-

GAOTS Total 2020-2030 Total 2020-2030

(just benafits no {just burdsns-no
operating budest) operating budeet)
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UT-Tyler 5435608014 561,009 000 17.28 [ 5231 9868%0 [7.59) 14,87
UT-ParmisnBasin 526.007526 £28,158,000 14.21 312,236 460 (6. 72) 20.93
Univarsity of Houston 305,045,000 14.28 | $131.471,550 (6. 70) 20 98 _
Taxas Tach Univarsity $267,501,000 15.10 | $106,824.780 (6. 63) 21.73
Lamar ] §75,088,000 10.76 | 544,046 360 6. 61) 17.37
UT-Aslington $337,321.370 $328,510,000 2.37 | $150,002,750 (6. 05) 18.42
Texas Women's University | 580,500,639 $103,246,000 14.95 | 532362070 (5.22 20.17
UT-5an Antonio $293 BO6 450 234 630,000 063 3108,420.40 [4.70) 14.35
UT-ElPaso 222,465,090 $164,255,000 B.79 $75,032.180 (4.22 13.01
Midwrestarn 596,109 782 £56,316 000 7.01 530,806,000 [3.96) 10.97
SulFoss 23,077 402 £9.386,000 5.08 $7.213,320 [3.95) 9.03
TAMU-Commarcs $152,714,084 £75,088,000 5.69 $39.425 690 (3.07) 8.76
WTAMU $129. 595219 $70,395,000 6.16 $32,125880 (2.91) 9.07
Tarlaton $5145 158,655 £93 860,000 7.18 533 942 860 {2.72) 9.90
Prairia View $167,974,520 $51,623 000 3.55 538,768,800 (2.69) 6.14
UT-Diallas $305,903,698 $140,790,000 5.17 568,204,540 (2.58) 7.75
TAWMU-Intemational 5100,908.324 546,930,000 5.12 20,672,330 (2.32) 7.44
TXST $472,261,374 $295,659.000 6. 78 393,638,640 (2.30) 9.08
Sarn Houston $260,052,377 $164,255,000 6.82 552,516,880 (2.19) 2.11
TAMU-CC 5165841 644 £75,088 000 497 531.543070 (2.25) 7.12
Texas SouthemUniversity | 5262,874,617 £42.237 000 1.82 549,034 590 [2.10 3.92
UT-Austin 51,471,691 469 | §469,300,000 3.54 £265,130,090 (2.03) 5.57 _
TAMU-Kingsvilla $132 343 329 §46.930 000 3.92 $23.777.700 (2.02) 5.94
SFA 5244 317969 $103,246,000 4. 60 543021350 (1.97) 6.57
TAMU-Galvaston §54,690.758 $14,079,000 2.87 $8,560,380 (1. 76) 4.63
TUNT 5877,823 418 $309 738,000 374 5115451100 (1.43) 5.17
TAMU-Collage Station £1,73E323390 | §47E 6E6,000 4.00 5159 633,320 .37 5.37 _
UH-ClearLake 591672512 $635. 702,000 6. 98 $7.369.030 LB 7. 81

Figure 5, Four-Year Institutions Benefit Burden from Performance-Based Funding

Fifth, the plan emphasizes the value of higher education relative to the workforce by
committing institutions to graduating students with identified marketable skills. To achieve this
goal, the plan calls for the expansion of programs, such as co-requisite remediation,
competency-based courses, and developmental education. For institutions to achieve the
workforce readiness demands in the 60x30TX plan, institutions will be required to hire more
personnel, find additional space, provide specialized faculty development opportunities, revise
curriculum and supply the technology needed for students to be effectively prepared to succeed

in college and secure jobs in an increasingly competitive and dynamic workforce. Currently,
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there are no specific industry targets identified in the plan. A new survey from the Pew
Research Institute (2016) indicates 50% of employers believe education is the major factor in
the ability to achieve student success, and 72% believe that training and credentialing is the
responsibility of higher education. The 60x30TX plan will need to identify more specifically the
workforce demands in Texas, collaborate directly with intuitions as well as industry leaders to
develop credentialing programs to ensure institutions, industry and students are prepared to
enter the workforce.

Implications

Performance-based funding appears to be a basic concept but it has complex processes
and procedures. In basic terms, incentives are provided to induce particular outcomes. For
example, the state would provide institutions with $1,200 per at-risk student who graduated
with a bachelor’s degree. The reality is, though, much more complex. For instance, there has to
be an infrastructure already in place or being implemented to meet the demands of increased
enrollments. The implications for performance-based funding in Texas address many of those
complexities.

First, institutions need to build institutional capacity that supports student success.
Colleges and universities that have more financial capacity are in the best position to serve
students well as funding per student is one of the strongest predictors of college graduation
(Bound, 2012). As states divest from public higher education, they shift the financial
responsibility onto students in the form of higher tuition. Rather than stemming this tide,
performance-based funding may actually reinforce this race to the bottom in that colleges that
have the greatest capacity are those that will be most likely to perform well (Hillman, 2016). If

this occurs to a high extent, financial incentives will be a blunt policy instrument not well
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designed for improving college completions. Instead, states should focus on building the
resource capacity of the lowest-performing colleges and then allocate funds according to
performance-oriented needs (Hillman, 2016).

Second, colleges and universities must integrate a need-based funding system to level
the playing field. A need-based funding model for colleges and universities would target
resources to institutions serving the most underrepresented student populations (Gerrish, 2015).
The problem with college completion is not where elite or highly selective colleges are under-
performing, but rather campus resources are insufficient in many of the public institutions
where low-income, working class, and racial/ethnic minority students attend (Hearn, 2015).
Building institutional capacity to better serve such students would be a more effective and
promising way to increase college completion. The 60x30TX performance-based funding
incorporated diversity (i.e. at-risk students) into their funding models, but this is likely
insufficient, if diversity and equity is not at the forefront of the funding conversation.

By prioritizing equity, rather than embedding it within a funding formula, states will be in a
better position to improve educational outcomes (Hillman, 2016).

Third, there needs to be a long-term funding philosophy in higher education. As the
major stakeholders of performance-based funding build the plan to incentivize institutions to
implement programs focused on increasing graduation rates over time, it is important that policy
and decision makers within the THECB come together to build a long-term funding model that
provides sustainability to institutions. If change is expected at the institutional level, so too
should those expectations be in place legislatively to provide long-term funding initiatives for
higher education. Traditional biennium budgeting should be replaced with a more durable

model beyond the biennium.
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Fourth, institutions need to remain fiscally prepared to sustain student support programs.
As institutions prepare for the implementation of H.B. 9 in the 2018-2019 biennium, there is not
yet any indication from THECB where funding incentives will be allocated past 2018-2019.
Presidents and CFO’s should plan to set aside funding to meet the 60x30TX goals without
legislative funding commitments. With the potential of a $2 billion shortfall, H.B. 9 could
plunge Texas’ public institutions into retrenchment. According to McKnight, Paugh, Waltz, and
McKnight (2015), the higher education environment is now framed in business strategies and
practices to where there is a focus on “the reduction or elimination of unprofitable programs,
services or products” (p. 67). This could mean significant and drastic cut-backs. Campuses
could expect a hiring freeze with many vacancies never filled. Pay increases could cease.
Intense pressure may be put on campus communities for increased enrollments, higher faculty
to student ratios, fund raising efforts for every unit, more external research funding, less money
for travel, higher student fees, and fewer employee benefits.

Fifth, policymakers need to consider the implications of student debt for traditionally
underserved students. Students designated as at-risk, who need financial aid the most, are the
ones who incur the most college debt. Today the majority of all minority college students at
four-year public institutions rely on grants and loans to pay tuition. Americans now hold $1.2
trillion in student debt (Quinton, 2015). According to the Urban Institute (2016), first-
generation, low income, and students of color borrow more frequently to earn bachelor’s
degrees, even at public schools. To meet the attainment rates focused on at-risk students
outlined in the 60x30TX plan, policy makers should consider leveraging federal dollars to bring

down the cost of college. Additionally, institutions will need to build programs that provide
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financial education programs and increase financial aid packages to help students make better
decisions before they take out loans.

Sixth, policymakers and institutions alike need to consider the implications of legislative
exemptions that drain already restricted state resources, such as the Hazelwood Act. The
Hazelwood Act is a state of Texas benefit that provides qualified Veterans, spouses, and
dependent children with an education benefit of up to 150 hours of tuition exemption, including
most fee charges, at public institutions of higher education in Texas. Essentially, the Hazelwood
Act allows for children of veterans in Texas to go to college for free. The Hazelwood Act has
already cost institutions nearly $180 million since 2009 with little help from the state (Cawton,
2016). According to Chancellor Sharp of the Texas A&M System, this will cost the A&M
institutions about $47 million in 2016. Therefore, if public four-year institutions have to
subsidize both the $180 million from the Hazelwood Act and the $2 billion if GAOTS funding
is not approved in the H.B. 9 proposal, institutions are enormously burdened.

Seventh, policymakers and institutions need to consider the long term effects of not
graduating a greater number of students. According to the Center for American Progress (2012),
the nation’s economy demands workers that process increasing levels of knowledge, skills, and
abilities that are best acquired through postsecondary education. A recent study by Georgetown
University’s Center on Education and Workforce (2015), found that at current levels of
production, the United States economy will have a shortfall of five million college-educated
workers by 2020 which will have negative implications on the economic and social wellbeing of

the nation and within the states.
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Recommendations

House Bill 9 and 60x30TX are attempts by the state to incentivize institutions to become
more productive in enrolling and graduating students from all of the state’s public institutions.
However, the financial outcomes based on the analyses of this study, showed the possibility of
incentives to less beneficial and more burdensome. The recommendations provide some
directions for state and institutional considerations.

State Support

Policymakers in Texas overwhelmingly agree that the state needs more people with
college degrees or other postsecondary credentials. They are very close to implementing
performance-based funding initiatives to fulfill that goal (McLendon & Hearn, 2014). States are
using performance-based funding to incentivize institutions to graduate more students, increase
accountability, and communicate the goals of the state’s priorities. However, little state support
is provided to build up resources as colleges and universities to respond to performance
funding.

Policymakers need to help institutions consider avenues for change. The state could
sponsor discussions of organizational change in response to performance-based funding. By
collectively gathering all major stakeholders, institutions would benefit from learning about
research findings on organizational change in higher education and how H.B. 9 supports the
goals of the 60x30TX plan for Texas. In addition, the state of Texas could create communities
of practice, involving peer institutions in collaborating on how to improve student outcomes
rather than competing with each other.

State agencies need to make decisions based on data-driven studies. According to a

Gottfried, Ikemoto, Orr, and Lemke (2011) in a report for the Institute of Educational Sciences,
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data-driven decisions are needed at all levels of the educational system. Their study looked at
how Arkansas, Florida, Texas, and Virginia created data systems for better decision making.
Although states and state agencies are making advances toward data-driven policies, there is
still a lack of capacity to use the data. It is not just a matter of having data: it has to be the right
data, whether qualitative or quantitative. Currently, the Texas Education Agency provides data
through a clearing house to promote data use for best practices, webinars, further research, and
informed decisions. However, the Texas Education Agency is focused on the K-12 system. This
same effort needs to be developed for higher education.

There also needs to be a fundamental shift in state thinking about its educational system.
There is a problematizing perspective of US education (Hurley, 2013). Public leaders view
education as an industry as a problem in constant crises versus a system that consistently
contributes to the knowledge, advancement, and economic development of the country. The
crises mode of education promotes an accountability agenda among policy makers to establish a
set of rigid principals to force education to conform. Therefore, policy- makers are intent on
fixing education. Performance-based standards are the outgrowth of this mentality. Hurley
(2013) suggested the crisis is not with educational performances but with a lack of open
discourse. With the acceptance of applying the business model of commerce to education,
discourse is restricted to “outcomes, targets, merit pay, bottom line, product, performance, and
data” (p. 67). Though the concepts are not bad, the current political framework is not open to
alternate perspectives. Since education is not purely a business, political constituents need to be
open to a larger discourse about the purpose and direction of education.

Institutional Change
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Performance-based funding requires institutions to re-imagine academic, student,
faculty, staff, and administrative engagement. To achieve the goals of the 60x30TX plan,
institutions will be required to revamp programs to promote persistence, degree completion, job
placement, and other performance funding objectives, as well as how campus personnel interact
with students and each other. Specifically, consideration will be needed for developmental
education, curricular and graduation requirements, changes to academic departments and
academic personnel, and changes to instructional techniques. Since the 60x30TX plan relies
heavily on reaching traditionally underrepresented populations, a business-as-usual approach to
education will not suffice. There will need to be a greater emphasis on major societal issues,
such as social justice and democracy. However, those involved in education do not necessarily
interact with others who are demographically, ethnically or racially different in order to engage
in social justice and democracy efforts. Campus officials need to be more engaged in critical
reflection to alter current actions that dehumanize sociopolitical conditions and practices (Ross,
2014). This requires admission policies, orientation practices, mentoring programs, pedagogy,
course scheduling, and support services, for example, to be conducted differently. There must
be equal chances for students, faculty, staff, administrators, and constituents to develop their
differential abilities required for individual and collective success (Bull, 2012).

According to a report released by Complete College America (2014), the most common
academic change following performance-based funding adoption in the United States was the
altering of developmental education. Institutions are lowering the number of credits required for
a degree, enhancing course articulation, reforming developmental education and building degree
maps. Student services efforts have been addressing issues of advising, counseling services, and

implementing early alert systems, degree audits, and the integration of faculty into the advising
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process (Complete College America, 2014). In Texas, the Texas Higher Education Coordinating
Board (THECB) (Transforming Developmental Education, 2014) reported the most effective
way to address underprepared students in Texas is through a complex process involving
widespread change. The THECB expects colleges and universities to use extensive student
assessments as a diagnostic profile of students according to academic subject areas, which
comes at extensive costs to colleges and universities. The point from the THECB is for
postsecondary institutions to meet the needs of lower academically skilled students in order to
build their skills and create academic success for their placement in the workforce. This is the
major goal of 60x30TX. Strong developmental courses are crucial to those outcomes.

Currently, there is no identifiable role of performance-based funding in supporting,
progressing, or incentivizing these initiatives for the long term. States, like Texas, have shifted
to performance-based funding, believing that by connecting funding dollars to results provide
incentives to pursue those results. However, studies (Dougherty & Reddy, 2011; Harnisch,
2011; Miao, 2011) consistently show the majority of performance-based funding initiatives has
failed more than they have succeeded. Hillman, 2016 show that tying financial incentives to
performance-based metrics rarely results in positive outcomes or are sustained over time.
Sustainability is difficult when standard performance metrics are applied across a multitude of
complex institutions of varying size and structure.

Specifically, in higher education, it is easier to count the number of students who enroll
or graduate, but the process of moving a student successfully through a multifaceted system is
anything but simple (Hillman, 2016). As states reduce financial support to institutions, they are
losing ground on the resources needed to graduate students. This is because the success of

performance-based funding is dependent upon the design of funding formulas (Klein, 2015).
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Klein argued that there must be a seven-stage process for success: (a) state commitment; (b)
state task force; (c) state funding priorities; (d) definitive measures for allocating; (e) data
sources; (f) formula allocations; (g) implementation plan. Even after it is implemented, its
effectiveness may not be understood until after a 3- to 5-year cycle. According to Klein,
performance-based funding can be highly effective. However, as Nisar (2015) related,
performance-based funding works well when there is an era of economic growth, such as in the
1980s and 1990s. When there was more money, the incentives to produce performance
outcomes helped organizational design and structure. As economic times became less
prosperous, most states abandoned many of the practices because performance-based funding
showed no effect (Nisar). Nevertheless, in recent years there has been a resurgence of these
policies based on accountability ideology. However, analyses have shown most national and
international outcomes to have limited success or no success at all (Robovsky, 2012; Nisar,
2015; Shin, 2010; Volkwein & Tanberg, 2008).

If the state of Texas is not going to adjust its approach to performance-based education
or its metrics, institutions must redirect their resources. For example, many institutions across
the nation are redirecting resources from increasing total student enrollment numbers in order to
compensate for attrition rates toward investing in retention programs (Nisar, 2015). It is a
gamble, but with a poor economy, limited resources, and the potential of a $2 billion loss by
Texas’ four-year institutions, reinvestment may be the only option. One of the best options
appears to be redirecting funds from marketing. Much of marketing efforts are on recruitment
strategies, communications, student-institutional match, online programs, and emotional
connections (Sarkane & Sloka, 2015). With newer, more social media savvy populations

entering higher education as students, colleges and universities should consider less expensive
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marketing efforts and engage in social media strategies (Mocan & Maniu, 2016). Mocan and
Maniu found the tech-savvy generation engaged in social media. It is becoming a more effective
way to reach prospective students. Institutional administrators should rethink their approaches
to marketing toward cost saving venues to redirect funding for retention efforts. The answer to
needing more college graduates is more people in college, but also much higher retention rates.
Alternative Approaches

By 2018, 63% of all jobs in the United States will require a college degree or certificate
(Carnevale, 2013). The trend is expected to continue, at least in the state of Texas according to
60x30TX. Performance-based funding is intended to help institutions achieve more college
degrees and certificates. However, the literature (e.g., Hillman, 2015; Lee, 2015) reveals
marginal achievement records, at best. College and university administrators should be looking
at alternative approaches.

First, institutions may need to be more aggressive in developing programs and
relationships with high schools and community colleges. In 2015, H. B. 505 was signed into law
and deals with dual credit programs. Dual credit programs are where high school students take
courses which also apply to college credit. Thus, in the past a student graduating high school
could enter college as a sophomore or possibly as a junior. However, with the implementation
of H.B. 9, beginning with the 2015-2016 school year, the law states that school districts cannot
limit the following: (a) number of dual credit hours a high school student takes while in high
school, (b) number of dual credit courses or hours enrolled in a semester or academic year; and
(c) the grade level at which a high school student may be eligible for enrollment in dual credit

courses (Lofters, 2015). Although it may mean younger and younger students from high schools
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arriving on college campuses as sophomores, juniors, and seniors, colleges and universities may
need to admit more and more dual credit high school students in order to meet 60x30TX targets.

Second, institutions may want to explore alternative admission requirements. Traditional
admission criteria, such as minimum scores on standardized tests, grade point average, letters of
reference, and extra-curricular activities have dominated the landscape for decades (e.g., Bial &
Rodriguez, 2007). Bial and Rodriguez even stated that “[s]election in college admissions is, by
definition, a practice of discrimination among students” (p. 18). To meet Texas state goals
admission standards will have to be more inclusive of diverse populations. With the push by
states to include more underrepresented populations and non-traditional students (e.g., dual
credit), alternative admission approaches may be required to achieve completion goals. For
example, institutions can partner with programs that typically serve underrepresented
populations. Institutions would not have to develop alternative programs, but would rely on the
standards set by organizations that serve and prepare underrepresented groups. Programs, such
as A Better Chance, Project Grad, The Posse Foundation, the Quest Scholars Program, Higher
Education Opportunity Program, Transitional Year Program, and Bridge Programs, help prepare
underrepresented groups for college success (Bial & Rodriguez).

Third, there have been challenges to traditional methods of admissions for decades. It
may be time for the challenges to take root. For instance, Sternberg (2004) developed an
abilities assessment. The Sternberg Triarchic Abilities Test measures an applicant’s practical,
creative, and analytical intelligence. The results are used as predictors for success in college and
life. Sedlacek (1993) introduced a non-cognitive questionnaire. The tool measures eight traits,
specifically designed for selecting non-traditional students: (a) self-concept; (b) self-appraisal;

(c) understanding racism; (d) long-range goals; () leadership; (f) strong support person; (g)
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community involvement; and (h) non-traditional knowledge. In 1999 the Bial Dale College
Adaptability Index was developed with the assistance of a $1.9 million dollar grant. It was
designed to help identify nontraditional students, who have the potential to excel in a
competitive academic environment but not perform well on standardized tests (Bial &
Rodriguez, 2007).

This mindset has carried over to graduate admissions thinking as well. Kent and
McCarthey (2016) wrote a report for the Council of Graduate Studies delineating a variety of
considerations for a holistic approach to graduate admissions. For example, they found that non-
cognitive approaches to admissions with or without the GRE doubled underrepresented
minorities in programs and did not affect program quality. Holistic approaches can be
institutional mission or program goal focused, training outcome related, discipline specific, or
combinations of these. The key is that holistic approaches consider a broad range of applicant
qualities, including non-cognitive assessments, goal orientations, interviews, program
understanding, undergraduate major (Gilbert, 2008; Kent & McCarthy, 2016; Kreiter, 2013). A
holistic approach may be better at assessing all students, regardless of their background. The
holistic approach is an attempt to level the field for all applicants.

Additionally, Kureska and Bowden (in progress) are looking at resilience factors as
predictors for doctoral student completion. The study may have implications for using the
Resilience Scale for Adults (Hjemdal, Friborg, & Stiles, 2012) as a non-cognitive assessment
for graduate admissions. The instrument assesses: (a) perception of self as related to self-
confidence, belief in own ability, and awareness of self-worth; (b) planned future for ability to
pre-plan, be goal oriented, and have a positive point of view; (¢) social competence for

extraversion, social flexibility, ability to make friends and to use humor in a positive way; (d)
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structured style to measure one’s preference to follow routines, be structured, have clear goals
and plans before starting projects; (¢) family cohesion to measure if values are shared or
conflicting within the family, enjoyment spending time with family, positive outlook of future,
are loyal, appreciate and support family; and (f) social resources for social support outside the
family and whether if they can utilize these resources for help (Hjemdal, Friborg, & Stiles). In
short, college and university officials need to be looking at alternative admission programs
whether the 30x60TX plan is funded or not. The magnitude of numbers it is attempting to
achieve across certificate, associate’s bachelor’s, and graduate degrees is aggressive. In
addition, the populations the plan is targeting are traditionally underrepresented. Between those
two goals, alternative admissions processes may not be an option.
Future Research

The findings from this study regarding the implementation of H.B. 9 and meeting the
goals of the 60x30TX strategic plan have led to the identification of multiple opportunities.
Future researchers should be looking at a number of areas to conduct additional studies on the
topic of performance-based funding at state supported institutions of higher education. To date,
there is little empirical or theoretical support behind performance-based funding in higher
education, examining it financial outcomes, yet states continue to adopt and expand their efforts
even when the weight of evidence suggests performance-based funding is not well suited for
improving educational outcomes (need citation). This research only exposed the benefits and
burdens to each of the Texas state’s 37 four-year institutions. Additional research is needed.

First, quantitative studies are needed that sample across different types of system
institutions, particularly in regard to flagship and regional institutions. The H.B. 9 success could

be increased, if policymakers differentiated metrics by institutional type to reflect diverse goals,
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student populations, and missions of Texas institutions. As Dougherty and Hong (2006)
explained, if performance-based funding models are not carefully designed and monitored, they
can “create a vicious cycle where colleges and universities with more disadvantaged students
and fewer institutional resources will find it difficult to meet state standards, and, hence, will
lose funding, further compounding their lack of resources and imperiling their future
performance” (p. 82). Unaccompanied by sufficient financial resources to help build
institutional capacity for change and improvement, performance-based funding could further
imperil the performance of colleges and universities that predominately serve at-risk students
(Tandberg et al., 2014). Faced with uncertainties regarding equitable performance-based
funding division in Texas, decision makers in Texas could consider separating funding formulas
to accommodate various regional institutions within a university system with varying research
goals and missions. For example, some campuses might use technology and predictive analytics
to identify and reach out to students who are struggling academically. Other campuses might
provide new ways to deliver developmental education or allocate financial aid in order to retain
and graduate more students (Hillman, 2016). A more flexible approach acknowledges the needs
that vary across campuses to increase the value and outcome of H.B. 9.

Second, more research is needed at the institutional level to better understand how
student and institutional characteristics influence student persistence and degree attainment.
Neither H.B. 9 nor the 60x30TX strategic plan investigated causes or reasons for improvements
of student retention by individual institution. Additionally, they did not consider the costs
associated in building student success initiatives. A longitudinal study needs to be conducted. It
should begin with the implementation of H.B. 9 and continue through the completion of

60x30TX through 2030. Completion rates, retention rates, time to completion, and cost to
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institutions should be examined for both at-risk and not-at-risk students. This includes how
operating budgets are impacted, how it affects faculty tenure and promotion, salary increases,
hiring practices, and how financial aid is awarded and tracked, such as default rates as a
possible collateral damage (Stigler, 1971). These issues need to be identified and tracked.

Third, future research should explore cost savings measures, such as marketing
strategies, that redirect funds from expensive recruitment tactics to fund retention efforts. The
new generation of students typically selects colleges based on program of interest, convenience,
and recommendations of others (Dietrich, 2016). To engage prospective students, institutions
have to communicate with them on their timetable, not the institutions’ time frames. One
innovative and low-cost marketing strategy is faculty phone calls to high-potential students.
Students are used to hearing from admissions representatives, but to hear from faculty about
their particular academic interest allows students to feel more confidence in the institution.
Another low-cost marketing strategy involves social media. Colleges and universities are
increasingly utilizing various types of social media for student recruitment. Facebook, Twitter,
YouTube, Snapchat, and Instagram were higher education’s most popular social media avenues
for student recruitment among institutions (Dietrich, 2016). Institutions could also generate
more applications by implementing low-cost communication tactics that target specific students.
For example, pursuing students who have submitted test scores or transcripts but not yet applied
could receive electronic communication that drives them to the website or have a student caller
contact them to encourage application. Scholars could compare the effects of these strategies
with traditional ones across different types of institutions.

Finally, future research should explore low cost retention initiatives to retain students in

meeting the demands of the 60x30TX attainment goals. Student retention is one of the most
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important issues facing higher education today. With one-third of college students dropping out
of school each year, it is a topic institutions across the country have noticed, but few have found
workable solutions to the problem (Heldman, 2016). Developing and maintaining effective
student retention programs will be of the utmost importance in achieving the goals of the
60x30TX plan. Institutions should start with assessment to understand the multifaceted
problems with retention they face and the varying reasons students do not return to class the
next semester. Thorough assessment of the reasons students are leaving is an inexpensive
approach that yields valuable insight to help form an effective retention plan unique to each
institution. Another low cost strategy that will address the issues uncovered by the assessment is
implementing an effective, meaningful communication plan for students who have been
identified as high risk for attrition (Heldman, 2016). Effective communication strategies include
building a database that monitors students’ risk levels based on at risk criteria that schedules
communication alerts such as email, phone calls to students when they meet an at risk
condition. According to the U.S. Department of Education (2015), the benefit of building
individualized communication systems is to free up staff for personal interaction while
providing students with the resources needed to stay in school. Low cost communication
strategies like this can accomplish more and make retention more efficient and effective.
Summary

The value of a college degree is at the highest in history and more jobs than ever now
require a postsecondary credential. Yet, the United States continues to fall behind in educating
its population. This will have serious consequences on the nation’s future prosperity and the
social mobility of the American people. Twenty years ago the conversation was driven around

access being the primary issue in higher education, but now it is access plus retention plus
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completion. Overtime, the story of higher education has changed. Lessons have been learned
about how to improve student success and now a new story is being told. Performance-based
funding is a part of that story, but without the intentional efforts to tie performance funding
metrics to an inclusive network of proven, evidence-based practices that are accelerating student
success, especially for low-income, first generation, and students of color, progress is
postponed. No longer can higher education operate under the notion that students should leave
high school college ready. To meet the sizable educational needs of the nation, colleges need to
restructure, redesign, and rethink about how they can be student ready.

There is a lot policy-makers can do to support colleges and universities to better support
the new era of students they serve today. More support is needed that encourage institutional
leaders to establish a campus culture that values student success and accepts responsibility for
student achievement. Students succeed when campus leaders honor and promote student success
by not treating faculty members as problems to be solved but as problem solvers. More funding
should be provided to campuses that dive deep into relevant data to identify institutional
specific barriers to student success. Institutions can learn from disaggregated data to spot
problems and frame action. Institutions should focus on data that show how students are doing
early in a term and take action whenever students go off course. Institutions need more funding
in order to build high impact practices that affect large numbers of at-risk students, such as
meta-majors, academic maps, early alert systems and summer bridge programs, providing
students with a clear, efficient path forward to graduation. In a student ready college
environment, institutions understand the path to graduation is not as clear or functional as
faculty and administration believe it to be. Going forward, policy makers need to work with

institutions of higher education and be more intentional about providing adequate resources for
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student success. In the end, the choices made and the action taken by policy makers and
institutions, matter.

The study was conducted to examine the progress Texas has made toward the
implementation performance-based funding. While there has been a large amount of research
citing why performance-based funding is necessary for Texas, there have not been any studies
that consider the funding inequities across institutions or compare institutional resource
capacities with such unintended consequences. There is no concrete evidence the performance
funding strategy will have a positive impact on the 60x30TX plan.

Texas state agencies have moved forward with funding recommendations without analyses
of equity. The equity analysis of funding distributions among state four-year universities in
Texas based on performance-funding criteria from 2013 in phase two of this study confirmed
the concept from phase one that major differences in institutional missions, the diversity of
students, or if metrics would exacerbate inequalities in funding to institutions in Texas. Findings
concluded that low-resourced institutions would struggle to meet the performance-based
funding goals. More specifically, low-resourced institutions would lose funding and have less
capacity to make improvements. The state has demanded performance, yet the initial metrics
proposed in H.B. 9 did not provide institutions with the resources to perform. This performance
paradox benefited high-performing institutions leaving low-performing institutions to struggle
without the financial capability to implement new completion initiatives. To give all institutions
an equal opportunity to succeed within a performance-based funding model it will be necessary
to assess the ability of less-resourced institutions’ ability to implement effective practices that

improve performance.
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Due to the critical role played by state allocated funding to public four-year institutions,
outcomes of this study may have a significant influence on institutions in higher education.
They work to fundamentally reorganize internal structures that maximize funding allocations
aligned with the performance model outlined in H.B. 9. Outcomes of this study may help
decision makers and institutions better understand unintended consequences of performance-
based funding, as well as how to maximize efficiency and equality among institutions of all size
in regions all over the state as Texas approaches the implementation of performance-based
funding.

Increased accountability and decreased resources are the new norm. Colleges and
universities are required to do more with less. In addition, policy-makers across the nation are
now linking funding to the types of results that higher education can produce. Therefore,
funding models have been redesigned to reflect performance standards set by the needs of the
nation and the states. Studies will need to continue to understand if performance based funding
has succeeded in meeting the needs of the states, economy, and students.

It is clear that a more educated population is needed in this country to ensure its
economic future and protect its social foundation. Open access must be provided but
stakeholders need to do a much better job of defining access to what and for whom. Students
found in the bottom quarter of the socioeconomic class have a one in ten chance in completing
college degree (Hearn, 2015). The new majorities of students entering college have been and
remain traditionally under-served and these students statistically do not succeed in college. That
is not good enough. Institutions must find solutions and advance innovations on campus to
ensure this new era of students get the support the need to graduate. Institutions have to

innovate, collaborate, and be more intentional advancing student success. Stakeholders can no
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longer work in silos. They do not have another 20 years to spread ideas. Changes have to
happen now, but it will require institutions to work much more intentionally and
collaboratively.

Ultimately, performance-based funding will require state funded colleges and universities to
think about student success strategies for the future. Radical transformation, both
programmatically and holistically, is necessary to increase student attainment rates in the
30x60TX plan. Institutions will have to join in an innovation movement that needs to be
pervasive throughout higher education. Programs, such as Meta-Majors and Bridge Programs
will be critical to student success going forward. In addition, holistic approaches that eliminate
attrition need to be adopted, such as understanding a student’s sense of belonging, grit, and
mindset. Faculty need to better understand the processes that shape adolescent development and
how social cognitive factors interact with structural and physiological factors to create positive
or negative trajectories for youth (Yeagar, 2016). Change is imminent. Higher education

professionals can either formulate their future or have policy-makers do it for them.
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1. INTRODUCTION

Hiztorically, higher education was considered essential in sarving the public good by
contributing to the growth of American society [1). Maore recently, public higher education is
increasingly required to defend, justify, and walidate its perdormance and value to legislators,
t=xpayers, and society in general. The past several years have been exceptionally difficult
as declines in national standings and stales have been realzed where appropriations ara
ofizet by increasad studant wition and fee revenua.

Stale policy makers ae progressively linking funding to accountability and efficiency that
diractly impact the needs of studenis, the stale, and the economy. Because higher education
iz an economic diver in a time of financial crises, funding allocations will no longer ba basad
on insfitutional needs bul on how well institutiocns are mesling slate objectives. State
govemments ae calling for poficies that assass the cost and the quality of higher education.
The trend among policymakers is 1o move away from the meliance on enroliment-driven
funding formuias and toward policies that link approprations to an insttution™s ability 1o
documeni state mandatad educational performance standards and results [2].

Tennessaes, Ohio, and Louisiana have aleady started implementing performance based
funding models as a significant form of accountability. Additionally, in 2013 the £3™ Texas
Legislature =igned into law the Oulcomes-Based Funding Act mandatng uwp to 10% of
funding to public universities will be based on a performance model developad by the Texas
Higher Education Coordinating Board. This model includes a host of policy aspects,
incorporating elements such as performance reporting, performance funding, and state-leval
master planning.

Traditionally, public education in the United States has been dominated by three major
philesophical movements: (3] moral educalion; {(b) constructiviem; and curmmenth,
neoliberafism. Moral edocation emergad from the nation™s Colonial days of the 16008 and
extended until the early 1800s. Religious authority governed education and commernce [1].
They were grounded in Christian values, good characler, and civic-minded ouicomes [3].
Gradually, constructiviem began to emerge in the late 1800s [4]. The natiocn was rapidly
expanding and =0 was its nead for new knowledge, which brought a revolution in pofitical
befisfs and coflege cumicula [1]. Thess wamre influenced by constructivist philosophical
thaught sumrounding the process of discovery, experience, and collaboration [4]. Eveniually
in the 1920s, education bacame a primary vehicle for greater earning power and economic
development [5]. Through tha years as public support dacreasad [5], a neocliberal mindset
arosg with it= focus on an economic model of education leading to perdormmance basad
educaliocnal cutcomas [EB].

Harvey [7] definad the necliberal phenomenon as a theory of political economic practices. I
proposes that human well-being can be advanced by liberating individual entrepreneurial
freedoms and skills within an institutional framework characterzed by strong private propesty
righis, free markets, and free trade. Federal reports and legislation formally marked the
official risa of the nedlibaral impact on education. In 1983 Presidant Reagan's administration
called for educational reform in the report, A Nation at Risk [B]. The meport crticzed
Amancan education as a failing venture and called for educational leaders to redirect thair
offorts toward daveloping 4 more compefitive wordforce [B]. No Child Left Bahind legizlation
followed in 2001 under the President Bush administration. It laid the foundation for states o
develop standardized lesi=s in order to parlicipate in fedearal funding programs [2]. In 2006 tha
Spallings Commission, 4 ningleen member panel of the federal Depardment of Education,
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iszued a reporl that set forth four major principles for postsecondary education: {a) batter
access to higher education; {b) more affordable approaches to higher education; (o)
standardized guality of instruction; and (dy more stringent accountability by postsacondary
instilulicns to students, families, taxpayers, and other stakeholders [10]. Finally, in 2009 the
Chama administration developed the Hace 1o the Top grant program to award benefits 1o
ztates that meet particular peardormance based standards according to federal educational
policies. Perormance based standards are met when themr is compliance to national
commaon cora benchmarks, increased student test score performance, and impiemeniation
of data systams for assasasmeant and accountability [6,11]. A& perdormance basad standards’
approach to education is directly tied 1o economic benafits within the neoliberal
approach [12].

Saunders [13] recognized neoliberalism as two-pronged. As an hegemonic practice, it has
dominated the societal milieu since the 12E0s. First, it was noted this praclice resulted in
drastic cuts in state funding to social services and programs, kading to a redefinition of
=zocial, cultural, and pofitical instittions with a focus on priorntizing economic oulcomas
[14-17]. Second, higher educalion has been on a parallel frack. In order to compansate for
shorages from state funding sources, revenues generalion has become a top prionty with a
reliance on funding from prvate sources. This, in turn, crealted a charge to become
economicaly efficient [17]. Although there is debate about the histornical purpose of higher
education of whethar it promotas economic growth or it sarves better civic development, the
raality encompassaes a componant of both. What is new to the tabk, though, is the broad
scope of acceptance by students, faculty, staff, administrators, and policy makers as they
have embraced capitalistic goals, prorties, and business models consistent with
neoliberalism [13,18,19]. According to Saunders [12] higher education has become a
business similar o any other business. It operates accordingly in response o states’
reductions in funding social sewvices, culs in higher education appropriations, privatization
and commercialization of higher education funclions, with a meliance on prvate funding,
heavy emphasis on facully to generale revenue, mass hinng of part-time and adjunct faculty
to rmeduce costs, and me-definiicn of studenis as customers who purchase products and
zanvicas [12]. Even states’ powar bases are channelked toward economic rationalkes away
from broader social, cultural, and poliical concerns [20]. This affects how they approach
education allocations [20].

Fizsh [21] repored if the percentage of a state’s contribubion to a coliege's operating
expensas declines and if at the same time the demand for the product of highar education
rises and the cost of delivering that product skyrockets, a new performance gap opans up
that will have to be filed. Because necliberalism is an economic based philosophy , it fills the
perfomance gap. Since it is an economic moded, it requires metrics, measurement goals,
and outcomes to indicale its effectiveness. Pedormance criteria are accentuated at all levels
of college and university operations with an emphasis on measurable outputs, both locally
and globally [19].

Pearformance basad funding, as an extension of a neoibaral foundation extends bayond tha
borders of the Uniled States. The Europsan higher edocation system has bean evolving
sinca the introduction of compelitve market forces into higher education. Across Eurcpe and
the world, a sweaping changa iz orchestrated by governments that are pressed by
gicbalization to provide high-ranking, attraclive institutions for hubs of competibveness in
knowiadge-based economies [22]. What has become evident in Eurocpe is that policies which
ware first developad as an empirical, short-farm msponse to financial difficultiss have now
assumed a long-temn strategic thrust bearng down on the relationship betwean higher
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education, the government!, and =sociaty [23]. The past few decades reveals thal Eurocpaan
universilies are entrenched inm compeatitive markeis, dominaled by necliberal economics and
commerce [24]. This was decades in the making. According to Maassan and Stenakar [25],
it occurmred in three phases. Tha first phaze began in the 19680s where growing studant
enroliments required an increase in public spending on higher education. This raised
concerns about the value of education in relation to its costs, as well as the efficiency of its
dafivery. Beginning in the 1990s it friggered a second phase. Polifical awarensss aross
whera Ministries introducad steernng models for higher education concentrated in ouiput
funding modets, mulli-vear agreements, and contracts individualized to institlutions. This
ofian kd to new types of controlling performance indicators. Finally and recently, the third
stage was realized through the Bologna Declaration, paricularly the Lisbon Declaration.
Though compkx, in essence ressarch and development were emphasized for economic
growth and competiticn. The Declaration stressed educalion as a major facior for the labor
market Moreover, it moved the emphasis away from national diversity toward commonalities
in =ocial and economic outputs. The UK can be viewed as a microcosm of the breath of
neoclibaral influence across Europe wheare the shift is from professional power to executive
power, focusing on performance measumes grounded in quantitative targets of measurement
[28]. As a result of neclibaral thinking, the introduction of compatitve markeiz into funding
modeks for higher education in Europa has itz own implications. In terms of the individual's
process of occupational choice, it suggests that students are being asked to consider what
they =hall study in the light of what they wish o do afler they finish their studies, whersas
historicatly the enduring feature of most European school systems was they track and selact
thair students in such a way that occcupational choice is largely made in light of previouws
performance and attainment [23].

Although almady more widespread across Europe, the influence of performance based
funding in the United States for higher educalion is gaining momentum as a matier of
individual state policy development. This paper examines major aspects and drving forces
io parfomance based funding as it changes the paradigm of how colleges and universities
receive public funding. For example, Tennassese, Chio, and Indiana have adopied similar
models and are successiully implementing parformance funding mechanizsms. Furthemore,
the paper will address the new Cutcomes-Basad Funding Act model, i1z metrics, and its
impact on Texas insliutions. Texas is rapidly moving lowards this model because of a
legislative mandate to implement formula funding, increase student success and produca
student outcomes that are diectly aligned with the state's education goals and economic
neads. Do these new approaches to funding benefit higher education?

2. FUNDING FORMULAS

In es=zance, all funding formuias are performance based. For many years, institutions have
received appropriations from the stale for achieving certain objectives. Most ofton the
objective has been providing greater access and growing enmliments [27]. Funding was
allocaled to universities largely based on the number of students in the classroom on the
12 day of class. Enrcllment was once the primary factor in formula funding distribution
whare access was rewarded. However, enrolimeant driven models have recenily undergons a
significant upgrade to include major incentives for success measures. Slate aflar state has
zhifted i1z funding formulas from old methods to a new wave that introduces complex metrcs
with a focus on student success and institutional improvement [28]. This ransformation can
be atiributed to a =shift in ideclogy as today's fiscal environment has forced siates to careiully
consider how their limited dollars are spent on higher education. To ensure that tax payar
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invesimanis yield the best possible retums, stales must incentivize both collkkge access and
complation by implementing more sophisticated perdormance measures [29].

In Louisiana, the most recent funding formula is designed to maximize equitable disirbution
of funds. In addition, Louisiana's colleges and universilies are governed by multipke boards
due to lack of confidence from the siate in the higher educatlion coordinatling board [30].
Mew rmevisionz in formula funding for Louisiana drwe performance improvements by
allocaling funds based on instruction cost by discipline and by graduation rates in place of
enroliment counts only [31]. For example, in 2012 25% of funding in Louisiana was bassad
on perfomanca with an emphasis on graduation rates of undergraduate students, students
over 25, minorily students, and transfer siudents [31].

Similarly, in Texas, the new gutcomes based funding formula has been estructured to focus
le=s on enroliment and more on resulis. However, universities in Texas are govemed by tha
Texas Higher Education Coordinating Bocard (THECH}, a singke agency of the stals that
oversess all public institutions of higher educations. While funding for enrollment is still
primarily a formula metrc, peformance based funding in Texas is shifting towards a focus
on degres complketion mefrics, such as graduating students with bachelor's degreas,
degrees in crtical fields, graduating at-rizsk studenis, and 6 year predicied gradualion rates
[28]. The new Cutcomes Based Funding Act allocates 109 of base formula funding based
on metrics of bachelor's degrees awarded. This is primarily driven by the Closing the Gaps
initiative developed in October 2000 by the Texas Higher Education Coordinating Board as
part of the Texas Higher Education plan. The plan sats forth four stale goals for universitias
to impkement and the stale to measure through 2030 {a@) add 500,000 studenis to highar
education by 2015; {b) increasa the number of paricipants and graduates by 50%: in critical
fields, such as education, enginearing, compuier science, math, physical scignce, allied
health, and nursing; {c} increase naticnally recognized programs in each institution, whita tha
state will fund critical programs for business confributions; and {d) increase federal funding
for scienca and engineering rezearch by 509 by 2015,

3. STUDENT SUCCESS

In addition 1o recent mandales redesigning formula funding, state gowernmenis are reguiring
institutions of higher educalion to improve student success. According to the THECHE [28]
the United States continues 1o fall furthar behind other countries in awarding degrees and
credantials. College completion rales am stagnant or falling today, paricularly among young
Amearicans, a trend that threatens to undemine the nation’s global competitiveness [32].
The chaBenge here is for colleges and universities to increase productivity. Increasing
college complstion is becoming an imperative at all levels of government. According to the
Paithways Report [32] the goal at the federal kevel iz to have the world's highest rate of
colkege completion and achisving this goal will require formidable efforts to inceasze tha
nation's college degrees. Public colkeges and universilies are now called upon to address
low graduation rates by their state keqgislatures. Furthermore, a national priority has besn
established: President Barack Cbhama, in the Amercan Graduation Inibative, has sat the
goal that the United States must add fve milion more graduates to the workforoce in this
dacade to remain compabtive in the giobal marketplace [33]. Therefore, in addiion to new
formula funding criteria, student success is a critical component of performance basad
funding.

Chio bagan its pedormance funding in the 1980s, and like many other states, traditional
formula funding focused on enroliment. However, in 2010, a new modal in Ohio was
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implemented. Mandated by the legizlature, the new model contained *Success Challangas™
=at by the state that incentivized universitiss to increase gradualion, student paricipation,
and improved time to degres completion [34]). Formula funding for universities in Ohio wriil
reward campusas heavily for successful course completion and degree completion with a
smaller emphasis on contributions by campusas contributions 1o the state's strategic plan. A
study conductad by the Liniversity System of Chio Board of Hegenis [35] found that 429% of
studenis who begin college in ©Ohio graduate, meaning both siudents and the stals have
wasied thair money.

In Texas, a study conduciad by the THECH [25] found that £5% of studanis in Texas public
universiies do not graduate within six years. According o this report, students who fail 1o
complete course work cost the state $124 million each bignnium in state appropralions and
zfudant grants. The Siate of Texas doas not cast blame to any one entity for students who
fail o graduate. The THECE [2B] recognized that thare lacks a sustained parnership among
the P-12 =sector, higher educalion, the state, students, and the community. The stals
identified five factors that need to be improved: (a) state funding at appropriate levals whike
monitoring cost efficient measumes; (b) public educalion needs to prepare studenis to do
collega kewel worlk; {c} studants are responsible for their commitment to completion of a
college degree in accordance with the aid they receive from the siate; {d) varous regions
within the state must develop a college-going cultura; and [g) institutions must ensure that if
a student iz admitted, he or she will eam a credential [28]. Thus, Texas iz looking toward
new models of accouniability to improwe the ztate's educational outcomes. Much like Ohio's
“Succass Challenges,” the new outcomes bassed model adopled in Texas providas
incentives for formula funding by means of “Progress Indicators.” Thasa indicators focuws on
rewarding universities who increase the number of degrees awarded annually, increase thae
number of individual course completions and increase dagrees in high demand fields [2].

Perfomance faclors focused on degree completion initialives are a high priomnty for
ouicomes basad funding efforts both in Ohio and Texas. College degree completion rates
are among the most imponant indicators of institutional quality as dagree attainmeant is vital
to the economic health of the United Siates [33]. Though kegislative mandales and formula
metrics diffar, Ohio and Texas are working towards the same student success goals that
address a greater national need; increase the nation's global compelitiveness and open the
door to new academic and cargar opportunilies that will boost the slate economy and job
growthe

4. STUDENT QUTCOMES ALIGNED WITH STATE GOALS

Prodoctivity in higher education is front and cenler on the national stage, now more than
aver. The United States began mecognizing the impact of degree completion on the
aconomic health of the nation in the early 1990s. More recently, higher education, both in the
U.5. and intemationally, has been required 1o explain, defend, and validale itz perfformance
and wvalue 1o a wide wariety of constituents including gowernors, legiskators, studants,
parents, employers, and tax payers [31]. Furthermore, employers across the nation ans
axpressing concerns about whether the LLS. is producing enough college gradualss and
whather thay have the skills, knowledge, and personal responsibility to contribute o a
changing workpilace and help companies and organizations succeed and grow [32].

States ame working to address this issue by aligning fiscal rescurces with perfformance basad
measures for instilutions of higher education. State legislators across the nation are called
on to assass the performance of higher education which has plkaoced pressure on governing
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bodies and regional agencies 1o develop and sustain perdormance based accountability
mechanisms [3<]. The challenge is for colleges and universities (o produce better ocutcomes
with fewar msources and the slate solulion is the implementaton of perfomance basad
funding. Mew performance bazed funding models refiect the needs of the state and its
cilizens, not merely the needs of the institutions. In this time of financial crisis, thare appears
io be a much greater recognition of the fact that higher education is a major driver of the
economy and that the state and local community need higher education to provide educatad
citizens with their greater earning power ard ability to pay more in taxes, as well as the othar
benafils of higher education, including the transfer of knowledge [31]. Uniwarsities in
Tennessea and Texas are only two examples that are now strongly incented to align degree
ouiputs with state economic development and warkforce needs and are receiving additional
funding for dagreas in critical fields such as science, math and engineenng [33].

In Tenneszese, funding was once linked o retention, enrcliment, and research funding. In
2010, formula funding was redesigned to focus on outcomes such as degree complation with
additional points awarded for the institutions alignment with state goals [31]. Tennassas's
parfomance basad funding model has a strong funding component relating to alliance with
state pricrities as well as degree complation [3€]. The agenda for higher education in
Tennesses includes a strong partnership with goals of the state's workforce and ecomnomic
davelopment priorties. According to Friedel [35], withouwt guidance on the vision of the state
and its workforce and economic neads, public higher education cannot truly serve as a tool
for the slale o advance on ils goals. Perdformance modeals in Tennesses measure indicators
are heavily weighled towards the goals of the inslitution that support the state's public
agenda.

Similar to Tennessese, a major goal in Texas is to maximize higher education in response o
the economic development needs of the state. For example, the agenda in the B1{®
legisiative session focused primarily on increasing postsecondary studant achisvemant that
aligns state resources with state goals in educatiom and economic development [37]. In
2011, Texas bagan working ftowards restrocturing cument funding models to realize
maximum efficiency and effectivensess in both gradualing the rapidly growing college-age
population and helping sludents eam the educational credentials that the state's economy
will need to sustain i=elf going forward [37]. Like Tennessee, Texas institutions of highar
education are strongly incentivized to increase productivity in crtical fislds that directhy
support economic needs of the state such as math, science, technology and engineering.

5. PERSPECTIVES

The purpose and landscape of higher education in the United States is rapidly changing.
Doas thiz new landzcape benefit higher education? Time will tell. Clearly, performance
bazed funding will dominate the academic culure. With an undergirding neolibaral
philosophy, it does appear the economic model of accountability will remain for guite some
time. Howevar, there could be a major drawback to this approach to state funding of highar
educalion. New mepors issued from the federal government showing a declineg in the United
Stales degree allainment raleas have threatened the nation's overall global compeatitiveness,
exacerbaled inequality in income distribution, therefore obligaling stale objectives to focus
on programs thalt emphasize programs, particularly in Science, Technology, Engineering,
and Mathemalics (5TEM} [36-38]. The faderal government emphasized STEM's imporiance
in the Higher Education Opporiunity Act of 2002, where qualified individuals receive benefits
for participating in STEM figlds [329]. The kegizlation includes the establishment of a national
databass to track and support student wvenilures in STEM educational activities [39].
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Colleges and universities that do not hawve the resources to develop programs fied lo state
objectives may suffer sernous dizadvantages to parformance based funding. In addition o
this, states need to ba vigilant about how they implement performance based funding. South
Carolina attempted to implemeant a model that was 100% perfomance based. i did not
distinguish between difference instilutional missions. Thus, it proved to be costly,
unproductive, and controvarsial. Inshort, it was a failure [2,40].

5. CONCLUSION

Increased accountabilily and decreazed resources is the new nomm.  Colleges and
univarzities are required to do more with less. In addition, policy makers across the nation
are now linking funding 1o the types of results that higher educalion can produce. Therafore,
funding models have been redesigned o eilect performance standards set by the needs of
the nation and the states. BResearch shows that the United Stales is falling behind in
awarding degrees and credentials to sustain the economy. Economic growih plays a large
part in fedaral and siate calls for accountability and is a strong mofivator toward performance
bazed funding. It has gained momentum over the last few yvears. Studiss will need 1o
continue to understand if perdfommance based funding has succesded in meeling the needs
of the stales, economy, and students.
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Abstract

How to finamee higher educabion remmins confroversial amens policy makers amd
constitencies across the United States. Texas iz not exenapt from the controversy. With
increasingly stramed state fimances, insttutions of higher education and the Texas Higher
Education Coordinatimg Board (THECE) have come mmder pressime to incTease performance
accountability, efficiency, and competiivensss. In Texas, House Bill 9 (HB. %) was enacted
in 2011 to dedicate a poriion of state finding o public colleges and universities that mest
specific performance-based standards. Although HB. 9 has been passed and siened into law,
it still has net been determined how fimding will be distributed or how effactive it will be.
This paper analyzes data from several states with similar performamce-based fimding
standards to help bring to light to the possible effects HB. 9 will have on Texas’ public
four-year umiversities.

Eeywords: Policy, Accountability, Performance based fimding, Texas higher education

1. Introduction

Higher edncation is considered essenfial in serving the public good by conmbuting to the
growth of the Amencan society {(Cohen & Kisker, 2010). More recently, public higher
education 15 increasingly required to defend justify, and validate its performance and value to
lesislators, taxpayers, and society in general. The past several vears have been excepionally
difficult om colleges and wmiversities as declines in state appropriations are offset by increased
student fea revenue. Buch of the decline can be atimbuted to the shifting paradigm of how
public fimdmng iz allocated to mstitthons of higher edincation (Mel endon & Heamn, 2013).

Thke trend among policymakers 15 to meve away ffom the reliance on enrollment-driven
finding formmilas toward policies that link appropnations to an msbtbon's ability to
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document state mandated educational performance-based standards and results (Miao, 2012}
Hiztoncally, colleges and umiversities recerved state funding bazed on how many full time
equivzlent stwdents errolled at the beginning of a semester. However, states are now
reconsidenng the enrollment-based funding model becanse, though it provides mncentives for
mstitutions of higher aducation to enroll studenis, 1t does not offer incentives for metitubions
to help students succezsfiully complete degree programs (NCSL, 2014). State policy makers
are prograssively linking thiz furding model to accountability and efficiency outcomes that
dirertly impact the neads of students, the state, and the economy (Rabovsky, 2014). However,
mitial data challenges the snecess of performance-based legislation for higher education
(Faabovzky). Since higher education 1s frequently viewed as an economue driver (Goldsmith,
2013), in many states a portion of fimding allocations 15 eo longer based on imsttutonal
needs, but on hom well insttubons are meeting state objectves toward econopuc
development.

How to finance higher educaton remains controversial among polbicy makers and
constituencies across the United States (Babovsky, 2014). Texas 15 not exempt from the
controvversy. With mereazingly strained state finances, inshtutions of kigher education and the
Texas Higher Education Coordinating Board (THECE) have come under pressure to increass
performarce accountability, efficiency, and competivenass. In Texas, House Bill 2 (HE. &)
was enacted m 2011 to dedicate a portion of state funding to public colleges and umiversities
that meet specific parformance-based standards. Although HB. 9 has been paszsed and signed
mto lawr, 1t stll has not been determuned how fimding wall be distributed or bow effachive 1t
will be. Thiz paper analyzes data from several states with sinwlar performance-bazed fundmg
standards to help bring to light to the possible effects HE. @ will have en Texas” public

four-year nmversities.
1. Backgzround

The value of a college education 15 1 high demand and the suceess of students bas cruceal
mplhications both socially and economwcally. Many states requite more accountability for
higker education accountability and 1t has been growing natonally ewver the past three
decades (MMclandon & Hearn, 2013). An amray of public reports, joumal articles, and books
haz fueled the emergence of the accountability and performance movements in bigher
education {az., Desenpton of State Performance Funding Programs, 2013; Hillman
Tandberg, & Gross, 2014; McEeown-Mloak, 2013; Washington Higher Education
Coordinating Board, 2011). According to Bogue (20107, there 15 a pational concern for batter
accountability policies to govern hisher education performance. The Matonal Center for
Public Policy in Higher Education praded =tate hipher education systems on factors such as
preparation, participation, complefion, affordability and leammmg cutcomes (Bogue, 201070
Theze concerns have influenced Texas lemslators. Ohrer the years, the primary policy
queztion for legislators in Texas wras how to allocate state appropriations equitably among a
gzrowing and diverze number of public collepes and uwmiversities (THECE, 2011). S5tate
legislators sought to address that gquestion by implementmp performance-bazed funding,
similar to other states.
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The transition to a global economy has mereazed the value on human capitzal for mwdividual
and eollective economic security. Recozmmng thiz, Prezident Obama set the pational goal of
lezding the world in the proporton of collese graduates by 2020 (Harmusch, 2011). Boostng
graduation rates m an austere funding emvironment has led to a national productivity agenda
for higher education. The policy i1ssue that arese m Texas, then, 15 that HB. 9 1= the shift to
performance-based finding afforts aimed at offering more high-quabty college epportunities
o a greater number of students within existing budsetary constraints. According to Lederman
(2011}, performance-based furding 1= a favored fool of policy makers as they push higher
education toward greater efficiency and better cutcomes in terms of collepe retention and
completon. Policy makers argue that if states can chanpe the meentives for collegas and
universibies by finding them for retzining and graduatng students, institwhions alter their
behavior (Lederman, 2011%

Macrﬂthink Jonmmal of Edocational Issues
A

3. Problem Statement

Understanding the diversa nature of performance-bazed fundng environments will provide a
useful landscape to better analyre a vanety of cutcomes. To bwld a wseful inclusrre, and
effactive performanee bazed furding model, meaningful data will be needad before decision
makers can 1dentify best practices and develop a strongz, flaxible and equitable framewrork.

According to the Mational Conference of State Legislatures (2014}, twenty-four states
currently have some form of performance furding for higher education. Ongmally, Texas
was akead of the ourve when it baran discussing the 1dea but other states leapt abead and nowr
Texas 15 1n the middle of the pack {The Texas Inbune, 2014). For the past three lepislative
sessions, coordinating board leaders in Texas were working to tmplement a shift in funding to
universites from formula fundins focused on enrollments to formula funding that creates
meentves for inshtubons to rase student achievements. Cinrently at the coordinating board,
an adwvisory growp consishng of umwversity representatives 1s conbhmung to make
modifications =o that performance-bazed fonding will benefit all public universzities and not
ast a select faw (THECE, 2014},

MMany representatives from insttwtions of higher eduweaton remsaim  zkeptical of
performance-based funding. They gquestion whether or not allocatons under such policies
adequately reflect the major differences mn insttutonal mizsions and the diversity of students
served, or whether such peolicias exacerbate mequalities in insttutonal furding (AATUP,
2014). In addition, a new round of rasearch shows that performance-bazed funding programs
do not work; at least to the extent states are tryving to increase degree completion. One such
study by Flonda State University examined performance-bazed systems in 19 states and
found that whila thoze programs mware larpely designed to increaze the pumber of students
completng degrees, if did so only 1o four of them. In six states completions actually declined
and the results were inconclusive mn mine other states (Lederman, 2014). Advocates for
performanca-based funding arpue that effachvensss will grow as state appropriztions hrked
to them does (Rabevsky, 2014). They also argue if 15 too early to gauge the success of the
most recently enacted performance funding systems which tend to have hipher stakes, as 15
the caze in the state of Texas. Concerns raised by leaders 1n Texas hisher education do not
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believe that the new performance-bazed fundng modsl 1= strong enouph vet to dictate more
than 10% of wniversity funding and many are azking what rezearch 15 available for them to
better understand the effect performance funding wall have on Texas (Lederman, 20140
According to a study conducted by Colimbia University 1o 2012, if 15 rare to find studies that
sample across different kinds of msttutions, sueh as flagship state wniversities and their
system regional schools. There are 38 public four-year universities in Texas that range in sizea
znd cater to varying populztions with different goals. Becanse performance-bazed fundmg
model in Texas continues to be developed, there 1s insufficient data for the tazk of makmg
furding distinctions. The purpose of this paper asseszes performance-based standards as they
zpply to public, four-vear mstiubons with =simlenfies with Texas. Data melude
performance-based standards, state higher education appropriations to higher education
percentaze and funding allocations according performance-based standards, @mtos of
appropriabions funding to performance-based funding, and Texas® instifutions’ operating
budgets and state appropriations per inshtution { [wo-year institutions are not incleded sinee
they bave different performarnce standards and metries).

4. Funding Analysis

Texas 1z yet to fully implement parformznee-bazed funding. Howrever, as if works to build a
framewaork for the emerzence of performance-based finding, it 15 impotant to examine the
financial distibution of other states that have mplemented performance-based models
similar to those stpulated by HB. 2 (See Appendix B). In Texas, lemislabon redirectad 10%
of the state’s enrollment drniven funding for allocation to universites based on specific
standards, such as total undergraduate deprees, time to degree, insttutional mission factor,
cost-to-degres, cntical fields factor (Secience, Tecknology, Enpinesnng, and
Mathematies—STEM and STEM related), at-risk facter and six-year graduafion rates
(THECE, 2011}. Twenty-four other states have formula furding 1n place that allocates some
zmeunt of funding bazed on performance standards, such as course completion, time to
depree, transfor rates, the number of degress awarded and the number of low-income and
minonty praduates GTCSL, 20145

The table 1 Appendix A outhnes data related to the states that have implemented
performance-based funding. It conveys their mdividnal distmbution and the year in which
performance-based funding was instituted. The most common performance metric across the
board can be idepfified as the pumber of deprees awarded, 1% out of 24 states, including
Texas; have linked undergraduzte graduation rates with funding allocatons. Degrees math
STEM credentials, otherwize known as entical field deprees, are the second most common
metric. Thirteen of 24 states including Texas allocate fimding for STEM deprees.

The table in Appendix B outlines the distibution of state bazed allocated funds by percentape
for each metric (see Appendix & for fams of performance-bazed stzndards). The tzhble
mecludes the 13 states where four-vear universibes have standards similfar to those designated
by the Texas lepislature in H.B. 9. The range vanes from as low as 06% state allocation for
all standards 1mm Mickizan to 100%% state allocation designated to total hewrs completed 1n
Morth Dakota. State based allocation designated to the pumber of desrees awarded ranges
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from .06% in Michizan to 50% 1n Olie. The number of degress awarded 1= the most common
metric used in performance funding models yet it ornly copstitutes the second largest
percentage of funding recovery with an averape weighted metne of 22%. Scienca,
Technology, Enminesning, and hbathematics degrees are the second most common metrie and
are weighted third hiphast with an averape weight of 19% . Total credit howrs completed is the
largzest weight overall at 41%.

The table in Apperdix C outlmes the 2013-2014 percentages of state appropnations to kigher
education, as well as the 2013-2014 percentage of state allocation to performance-bazed
funding. In addibon, the total performance-bazed allocation for each state is provided.
Tenneszee and Ohio are the only two states to have 1008 performance-based funding
formmlas m place. Inm 2014, Texas had the highest state allocation of funding to kigher
education totaling $6.6 billion followed by Nlinois totaling $4 hillion. In 2014, Ohio had the
highest allocation to parformance-bazed finding totaling $1.1 billion followed by Minnesota
totaling £52 million. Data sets for both 2014 ctate appropriations and allocations to
performance-bazed funding are provided by the Luwmina Foundation ard the Natonal
Conferance of State Legislatures.

The table in Appendix Db converts percentagzes into dollar amcunts atinbuting a funding
desiznation. For example, in 2014 Arkan=as allocated $852 million for funding its fourvear
mstitutions. OF that amount, the state allocated approxmately 542 million te be dismbuted
amorg all five performance-bazed standards. According to Appendix C, 5% will be allocated
to total credit hours/course completion, which results in $2.1 million as seen on Appendix T
Arcording to the distnbutions among all the states and categories presentsd in this paper, the
table reveals where states place pronty bazed cn the amount of dollars they cheoosze to
allocate toward performanee-bazed funding for four-vear institutions. Twe-vear msbtubons
are not included since they have diffarent performance standards and metrics. As 3 reminder,
only those states that have performance-based standards similar to Texas are included. The
data below gives zn indiczfion of how performance-based fundmg according to standards
could be distobuted if all state, four-vear insttwtions performed equally. For example,
Arkan=as bas 1] four-year institutons. This means 11 inshtufions st compete for a pertion
of the %21 million for the performance-based funding allocated to the total credit
hows'courze completion standard. Sinee the allocation i= based on performancs, not all
mshtutions will recerve the zame ameount. However, if it 1= azsumed that each institution
would recerve the same amount, they would receive only $121,000 each (32.1 million11
msttubons). The information below in Table 1 shows the cumber of four-vear institutions per
state that would have to compete for performance-based funding for their respective cntena
(Texas excluded smee no financial data are availabla).
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Table 1. Four year institufions per state

#1YFRs | =1 42 3 | *4 L] i *7 =3 | =34 =11 | %12 *13
AR |1 1M 43% 105K | B | 63N
FL |12 M i MO |IM i |
o |15 14 146 (246 |20 | 2
I |15 7AiM 1530 DOISM | G0N
LI |15 147K 114E (144K
|12 10-md 100 | 104M 1048 10u4nd
M5 |8 AT | BHIE EA0E GHIE G20E GI0E
MO |13 M [ 5M M M M
B |4 1158 3030 4850 | 34830 BieE
BV |4 100 | B5CED | 70N LRSI | B3N | 1EM
KD |4 M
oH (38 3308 530 *haris
5D |4 EXG ELG
T (1 DOOEC 12N | GOOEC | 13M GIE
T |38 X X X X X X

Nota. 1 = Total credit hr'course eompletion; 2 = Time to degres; 3 = Transfer rates; 4 =+# of
degrees awarded; 5 = Minority students; & = # low income/1™ zeneration graduates/at risk; 7
= 5TEM credentials; 8 = External rezearch 5; % = Graduates employed or continuing; 10 =#
of degrees focuzed on state strztegic plan; 11 = Cost par completion; 12 = Remedial courses;
13 = Reteption rates.

The tzble in Appendix E outlines two types of ratios. First, it shows the ratio of how much a
state allocates from its total funding appropnations for each performarnce-based standard. For
example, 1n 2014 Arkansas approprated 5852 for all its four-year institwbions. For every 5406
milhien spent on four-vear higker educabon, %1 million i1s allocated to the total credit
howrsfconrse completion criterion. It has to be rememberad that the standard is capped at $2.1
million and has to be shared among 11 of insttuhions. Secornd, the information shomwes the
ratio of actual fonding dedicated to each standard. Sinee thare is only $42 million dedicated
to parformance-bazed funding in Arkansas, the rate is 20:1. Thus, for every %20 million
zllocated fo performance-based funding, 51 milhion 15 dedicated to total credit kours/courss
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completion. Again, the standard 15 capped at 521 owlhon and has to be shared among 11
mstitubons.

As the data are further categonzed, a trend bepins to emerge. It appears that very little
furding 15 provided for performance-based funding (It 1= more evident when Appendx F 15
dizcussed). This becomes particularly apparent when the fimding 1= examined according to
three tendeneies. First, the total amount of fundins for performance-based standards 1s very
Little when compared to sfates’ total appropnatons. Second, the performance-bazed amount
has to be spread among a number of standards. Third, each mmsttution m each state has to
compete for the ameount allocated per each standard, which further dilates the amownt an
mstitution might receive. This leads to a major concern. With regard to insttutions’ eperating
budzets and state appropriations, the analysis porfravs a dire perspective for individual
mstitnbons to compete for performance-based funding.

The table 1 Appendix F hists three major state unmiversity system inshtufions m Texas to
meluda the Unmiversity of Texas at Austin (flag=hip), Texas A&M Upiversity at Collepe
Station {(flagzhip), and the University of Houston (flagship). The 2014 operating budget of
Texas A&M Unrverzity at Collepe Station 15 over 51 hillion more than the secornd largest
school 1o the systern, Texas A&M Umversity-Corpus Chnst apd over $200 mallion more 1n
state appropnations. Likewise, the operatng budpet of the University of Texas at Austim 15
51.2 billion more than the sacond largest school m the system, The University of Texas at
Arlington and over %32 million mere in state appropriations. It suggests that larger
mstitnbons bave the resources, financial and human capital, to respond to state mxandates
batter than repional inchtutons.

Althoush financial data do not exist vet for Texas bazed on performance-based allocations,
the trend could very well ba =zimilar to other states. For most states the majerity of fundmp
comes from state allocations other than performance-baszed formmlas. However, institutions
have to drert resources from cwrrent needs toward compliance with state mandates for
performarnce-based standards (Sanford & Huster, 2011) with Little to show in retwrn {(Sanferd
& Hunter, 2011; Shin, 2010; Volkwein & Tandberg, 2008} “[Elecent studies have concluded
that performance-funding-onenfed reforms have had peglizmble impacts on crgamzrational
parformance and student outeomes™ (Raboveky, 2014: p. 763,

Possibly, of greater concern 1s actual distnbution of funds. Parformance-bazed standards wall
tend to faver seme msttubons over others. For example, inshfutions with strong STEM
programs have an advantage over others according to the STEM standard. This alzo applies to
other performance-bazed standards, such as number of minonity stndents zerved; external
research funding; and number of low income and first pererafion or at-nsk staderts. Some
mstitubons are positioned better for achievmp these ontcomes than others according to
resources, mission, and‘or geosraphical location. Therefore, some insttutions stard to lose or
not recerve performance-based finding simply because of the mi=forfune of their axistence in a
partcular region

Tenneszsee and Ohio are two excepbons and are good examples of imshiuhons who
mplemented performance-based funding early epougsh to bhave perfected models that
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overcome challanzes regarding design and mmplementation, institutional autononyy, student
body dispanties and contrasting regional university missions.

Mﬂcrﬂthink Jenmmal of Edocational Issmes
A

&, Conclusions

The funding environmernt for higher education in many states has radically chapged.
Porformance-based furding, if 1t kas been implemented. +vares according to standards,
furding amownts, and percentzgzes of allocations. Im an effert to help bring to hight the
possible effect: of performance-based fundirg mill have on Texas™ public four-vear
universities, this paper locked at common enternia among 14 states and the fimdins allocated
to them Polieymakers across the country are working towards connecting performance with
furding and assipnmge dollar ameunts to metrics in 3 competitive environmernt. In an attempt
to solve some state problems a competitive emviromment grounded v performance-based
furding could cause problems among the 38 public four-vear umversities in Texas.

The ereation of nniversity systems in Texas were a result of rapid growth to higher education
m Texas. Where there 15 growth, there 15 a need for governance to deal wath the complex
1szues of governance. The sbuchwes of system institutions melude that of a flagship
m=titubon and resional campuses spread througshout the state. Concerns of kow the prowth of
repopal instifufions pegattvely mpact flagship campuses 15 shll a copverszfion ongoing 1o
most system insttufions as regional insttutions are seen as a drain of resources and furding
away from the flagship (Mcelendon & Heam, 2013). The latest proposal for
performance-bazed funding was recently drafted by a2 committes representing institutions
zcross Lexas tasked by the lemislature with developing a cne size fits all model. A one size
fits all model 15 doubtful, theugh Several remionzl mmstitutions that rely on part-time znd
lowr-income students often have zome of the lowest praduation rates and ime to degres in the
state. They fear the model iz not peady flexable encuph for them to bensfit from state
mandates (Wermund, 2014}, Additionally, flazship urrrersities in Texas mavy already possess
the resources to respond to legizlabve mandates, whereas smaller, regional insttntons could
struggle with reallocation of rezources, academic and support program development, and
access to buman capital i order to meet state mandates.

There are no solid data results vet available for Texas for its performance-bazed imitiatives.
Newvertheless, it 1s stll possible to understand some pereral effects that performance-based
furding may have on the 38 public four-vear institutions by convertimg weights into dollar
amounts desipped for individuzl standard. Im 2014 Texas allocazted 56.6 billion to higher
education. Of that amount, Texas plans to allocate 1080 (1660 million) to performance-bazed
funding. The allocations zre weighted so no percentages have been established However,
five eriteria are weiphtad as 1 and three are weiphtad as 2. If 1 iz converted to percentapes at
%5, then 2 would be approximataly 18%. This would represent approximately 100%c of the
5660 million for performance-based allocations. Assurming the distibutions are equal among
the in=titutions, that 1s, they all performed equally well according to the standards, the
allocatons would be as follonrs.
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Allacafions to Completion Fates: £39.4 millien (] weighted);

Time to Degree: 559 4 million (1 weighted);

Transfer Rates: $39.4 millien {1 weizhted);

Mumber of Degress Awarded: 3594 puillion (1 weightad),

Minority Students: £118 8 million (2 waightad):

Mumber of Low IncomeFirst Generation, At-Risk Students 31188 nullion;
S5TEM Credentials: $118.8 million(2 weighted);

External Research Funding: $52.4 (1 weighted).

Azain assuming all 38 public fowr-yvear mmstfutions performed equally, they would each
receive 51 56 million for each 1 weighted eriteria and $3.13 for each 2 weighted criteria.

oW N IR N N W LW

There are two caveats to this, though Fost, the state has not vet determined if this fundmg
will be 1in addition to rezular appropriztions or as part of them. If it 15 0 addition to regular
appropriations, it is a bopus. If pot. it could be a detriment. Secend, a distnbution of §1.56
milhen dollars for 1 weighted standard te each institubon assumes each one performed
similarly with respect to the stardard. This 1= toe much to assume since all wshtutions wall
not perform similady. Furthermore, 1f performance-based funding 15 part of regular
allocations, institutions could stand to lose millions, apain simply because of the misfortune
of their existence in a partienlar region and according to their mission. As a side note, 1t could
force metitutions toward budzet cuts. Administrators may choossa fo reduce their budgets by
the amount of performance-bazed funding available zinee there iz no guarantee their
mstitution will receive it

Another effect of performance-bazed funding 15 homogeneity of education The state could
very well have unintended consequences of homoperneity. Although a 10% allocation of state
furding for performance appears pwmimal  for smaller inshtutions it represents a2 larger
proporbion of their operating budgzet (See Appendix F). It may force smaller, repional
mstitutions to develop academic apd support programs that other mmshtwbtons already have.
Instead of premotng diversity, Texas could zee a shift toward homogeneity of proprams,
services, and outcomes. This 15 parbeularly troublezome for insttutions, since they cannot
control who decides to attend collepe. The December 2014 Texas State Higher Education
Committes Interim FEepoit reflacted this problem. For example: “The growth in parheipation
rates has been uneven among racial‘ethnic groups in Texas; there is a growing zender gap in
Texas higher education™ {p. 7). It mall be difficult for mnstitutions to ackieve the ouronty
student performance-based crifena when state mironty parbeipabion wares and 15 different 1n
VATIOuS TEFIons.

It appears that if performance-based funding will be effective, it should considar at least tnro
factors. Frrst, allocations should be 1n addibon fo repular funding. It would give a sense of
meentives instead of punishments sinece it weould be in addition to regular appropriatons
mstead of papalimng inshtutions by withkolding appropnatons. Second, allocations must be
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bazed on proportionate matrices. For example, performancs-based funding for munomty
student errollment could be allocated according to the propertion of minonty slipible
students 1m the remion that a unmersity serves. A urmversity student body should be
proporbonate in minerity student enrollments in line with the remion if serves. This approach
would address the two caveats listed abeve, az well as address the diversify of the stata.

A proporhonal approach to allocations would apply to other stapdards. Repional mshtubons
cannot compete for research funding 1o the same vein as flagzhip institntions. For exampla,
dizmbution of fimds linked to external research dollars provides significant challenges at the
regionzl level. “On a practeal note, TU5535 mullion fo 1T55405 million annually from grants
and contacts zre awarded to the top 88 research wniversities [in the nation] with 3 mean of
SUS130 mulhion™ (Bowden & Gonzalez, 2012, p. 18). With a peol of rezearch funding already
spread thin, it makes compettion for performance-based funding according to the external
research standard extremely diffieult for regional msthetions. However, if a formula
grounded in a propertional matrix were developed apd implemented, 1t could help provide
meentives for research at smaller institutions, as well as provide an ervironment of fair
competiton. This 15 an oversimphficabion of a solution, thoush A proportional funding
formmla eould over reward some institufions according to cwrent insttutions’ operating
budgzets and state appropriatons. Would it be fair for the remional m=ttuton, University of
Texas-Tyler, to receive $3.13 million of performance-bazed fimding with an eperating budgat
of 551.% million and the fiazship in=titution, Unmrersity of Texas-Austin, to recetve 53.13
million with an eperating budget of $1.61 billion? It 1= not just the allocatien of funds thatis a
problem.

The cost to ramp up rezearch to the lavel of meeting the propozed standard for external
research in H. BE. 9 15 significant, not to mention a very slow process. Flag=hip wniversities are
already operzting at a igh level of research and sponsored projects. It will be imperative to
consider the effects of this standard on the multitnde of smaller repionzl campuses that are
not positioned to meet this requirement for funding. Mot only do they not have the rezources
to compete for rezearch dollars, their mu=sion may not be consistent with the standard Chther
performance-bazed standards have hurdles to overcome as wwll. For instance, 1= there a
greater financial cost to larger mmshtwfions than =maller cnes fo desipm, 1mplement, and
operate prozrams related to completion rates? The data are just pot yet available to address
many of the concerns, 1ssuas, and problems being raized. In the short term, the 1mhal analymns
does not appear promising. However, larger msttutions and thoze regtonally poshioned,
which are congruent with the parformance-bazed standards may fair very well. Analy=ts and
researchers need more tme and more data. Urnfortunately, 1t may come too late for some state
four-year insttutions,

7. Summary

As Texas closes in on state-wide implementation of performance-based standards and as
newhr elected officials enter the higher education policy arena, it 15 more mportant than ever
to understand how regional insttuficns can best posibon themselves. There 1s no proven
stratepy to ensure the unrrersal success of performance funding models; therefore diffsrences
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m insttuficnal capacity seem to be an obstacle to effectve performance-based funding
mnplementation. Faced with uncertainties regarding equitable performance-bazed funding 1n
Texasz, decision makers could consider separating funding formmlas fo accommodate various
regionzl metitutons within a university system with vaning research poals and misszions.
Likevrise, more information iz needed on the cost to institutions of meeting state demands for
performance-bazed fundmg data, developing effective orgamirational learming capacity,
mountnE mitatves to improve institufional performance, and evaluating the results of those
mitiatives, Better esfimates are needed fo determine whether the fiscal benefits of
performance-bazed funding ocutweighs the costs to insttutions and therefore whether states
need to make to concerted efforts to offset those costs if they wash performance funding to be
welcomed by collepas (Dougherty & Faddy, 20110

Conversations on performance-based finding are advancing as stafe economies tighten,
budzats are reduced, and the natiomal push for market-driven reforms to higsher sducation
gain pepulanty. It is clear performance-based funding impacts colleges and universities by
mereazed understanding of state prionfies, competifion among institubions, and preater
mstitubonal awareness. Performance-based fimding was mmplemented, m part, to lewvel the
playing field m formula funding, as well as pronvide equity in rewards. However, if current
trends continue, 1t 15 likely that accountability will inereaze as will costs, but efficiency wall
decreaze particularly for the smaller system repional institutions that are spending money 1n
the fight for fundmp.
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Appendix B. State Base Allocation for PBE
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Apparndx C. State/FPBEF Allocation by Percentage
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Appandre I3, 5tate PBF Allocation by Dollar Amonnt
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Apperdix F. 2014 Operating BudzetState Appropiziion of 3 University Sy=tem=s mn Texas

Texas

Operating BudzedB evenne

State Appropriation

Tarleton State Universiy

153543041100

234.700.026.00

Tenas A&M International University

5107 658 550.00

39, 720,300.0:

Texas A& TIniverzicy

5 1.351,072.450.00

¥ 2152,631,5365.040

Prairie View A 80 University

5 E6E. 738 756.00

B 42,7609 65400

Texas A& Univerzicy at Galvesion

5 38,130.775.00

¥ 149.679,308.0:0

Texas A&M Univerziry-Central Texas

530,275, 810,00

¥ 1204357000

West Tesas AfM University

5133375722000

£25.870.430.00

Tenas A&M Universicy-Commerce

5 162 814697000

G060, 550,00

Texas A& Univerzicy-Corpos Chrsd

5 173.839.270.00

¥43,388,091.00

Texas ALM Univerziry-Kingsville

5 1427156273 00

F 3245774800

Texas A&M Universicy-5%an Aotooia

5 40,005 48400

¥ 18,0454, 57004

Texas A&M Univerzicy-Tezarkany

5 35368,894.00

14,183 477.0d

The University of Texas at Arlingron

5 353 808 203.00

¥ 1510825300

The Univerziry of Texas at Austn

5 14800, G600, 000.00

FAT.I1ZE25.0d

The Univerzicy of Texas at Brownswills

¥ 50,200.679.00

$ 8.008 60200

The Univerziry of Texas at Dallas

5320001 125300

BEIC2 92400

The University of Texas at E]l Paso

5227, 728.434.00

¥11.1926450.00

The Univerzicy of Texas at S Antonio

5 204 B0 203,00

$11.324 646.0d

The University of Texas at Tyler

550,873 58500

¥ TR0, 751.00

The Univerziry of Texas of the Permian Bazin

520474 653 .00

146475600

The Univerzity of Texas-Fan American

3134583 355.00

5219 884,900.04

Universiry of Howscen

52500146520 00

B 141,607, 26000

Univerzity of Houwston-Clear Lake

504.233214.00

32445140500

Universiry of Houston-Downtown

5 115.835200.00

¥211,783,611.0
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Appendix . Parformance-Based Funding Cnteria Defimbons
1 = Taotal credit brz'comrze complehon;
2 = Time to dagres;
3 = Transfar rates;
= # of degreas awarded;
3 = Minonty students;
6 = # low incoma/1™ zeneration praduates/at rizk;
7= 5TEM credentials;
8 = External rasearch §;
O = {sraduates emploved or contimming;
10 = & of degrees focused on state strztegic plan;
11 = Cost per complation;
12 = Kemedial courses;
13 = Retenfion rates.

Copyright IHselaimer

Copyright for this article 1s retzired by the author(s), with first publication nights granted to

the journal.

This 1= 2n open-access article distnbuted under the terms and conditions of the Creative
Commons Atinbution heense (htip:ffereativecommons org/licenzes/byw/3 .0V,
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Agenda

Meeting of the General Academic Institutions Formula Advisory Committee
Texas Higher Education Coordinating Board
Board Room, First Floor, 1.170
1200 East Anderson Lane, Austin
Wednesday, November 4, 2015
1:00 p.m.

Agenda

L Call to Order
1I. Consideration and approval of the minutes from October 7, 2015, meeting
III. Discussion, review, and consideration of the Commissioner's 2013-2019 Biennium

charges
Iv. Flanning for subsequent meetings

V. Adjournment
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Prior Meeting's Draft Minutes

Meeting of the General Academic Institutions Formula Advisory Committee
Texas Higher Education Coordinating Board
Board Room, First Floor
1200 East Anderson Lane, Austin
Wednesday, October 7, 2015
1:00 p.m.

Minutes

Attendees: Mr. Martin V. Baylor, Dr. Allen ark, Dr. Dana G. Hoyt, Dr, Edward T. Hugetz, Dr.
Harrison Keller, Dr. César Malave, Dr. Perry Moore, Dr. Karen Murray, Dr. Robert Neely, Dr.
Marc A. Migliazzo, Dr. 1. Patrick O'Brien, Dr. Paula M. Short , Ms. Noel Sloan, and Ms. Angis W.
Wright

Absent: Dr. James Marquart

Staff: Dvr. David Gardner, Dr. Julie Eklund, Mr. David Young, and Mr. Paul Turcotte

1. The vice chair called the meeting to order at 1:03 p.m.

2. The minutes from the mesting on September 9, 2015, were reviewed and unanimously
approved by nomination from Dr. Hugetz and second from Dr. Malave.

3. The committee discussad, reviewed, and considered the Commissionsr’s 2018-2019
biennium charges.

& 0On Charges 4 relating to the Pharmacy Funding Policy:

i. Mr. Turcotte presented two issues with the policy for the committes's
consideration.

fi. The committee unanimously approved changes to the formula funding policy
by mnomination from Dr. O'Brien and second from Dr. Nesly,

1. Modify the policy so that undergraduate pharmacy courses not in the
Pharm-D program are weighted using the undergraduate pharmacy
weights instead of the current direction to weight thoss courses using
the undergraduate science weights.

2. Maodify the policy so that Pharm-D course enrollments use the same
enroliment adjustment methodology as all other programs.

b. On Charge 2 relating to undergraduate student success funding:
i. Mr. Young presented the Graduation Bonus incentive-funding model.

ii. The committee requested data on transfer-student graduates. Staff
committed to providing the number of transfer students in the model, the
number of those graduates who were identified as at risk, and the number of

3 THECE November 2015

150



overall graduates who are transfer students and were not reported as taking
the SAT or ACT.

iii. It was pointed out that sum-certain incentive funding models have s=if-
defeating effects and efforts would be amplified if institutions could be

certain of the amount appropriated per degree awardad.

iv. Members asked to see the degrees by institution, the funding levels
generated if the model wers funded at $600 per degree for students who are
not at risk and $1,200 per degree for students who are at risk. They also
requested a comparison to that funding allocated with the operations support
and the previously recommended outcomes-based funding model.
Additionally, members requested the change in the percent of at-risk degress
by institution from the latest data and the preceding three-year period.

v. Members requested a linear projection be applied to the total and at-risk
degrees in the model to forecast institutions” degres produchion into the
funded biennium.

vi. Members requested a study of the cost differential of graduating an at-risk
shudent versus a non-at-risk student.

wii. The impact of reallocation was considered. This proposal will allocate funds
differently from Operations Support because it has a different objactive — to

support student service with the aim to increase completion rates. Since the
Graduation Bonus is not designed to fund basic support, it should not replace
any portion of Operations Support funding.

viii. The committee discussed an interim study committes to determine various

details of the issue, but there was hesitation of not recommending a model
far the 2018-2019 bisnnium as the commissioner will nesd to make a

recommendation.
. 0On Charge 1 relating to funding levels:

i. Mr. Turcotte reviewed the draft recommendation for growth, rate, and
inflation increases.

ii. The committes requested to see funding levels by institution if the
graduation bonus is recommended.

4, The meeting was adjourned at 2:25 p.m. until November 4, 2015, at 1:00 p.m.
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Commissioner's Charges

The GAIFAC, conducted in an open and public forum, is charged with proposing a set of
formulas that provide the appropriate funding levels and financial incentives necessary to best
achieve the four major goals of 6M30TY plan. A preliminary written repart of its activities and
recommendations is due to the Commissioner by December 3, 2015, and a final written report
by February 3, 2016. The GAIFAC's specific charges are to:

L. Study and make recommendations for the appropriate funding levels for the
operations support and space support formulas and the percent split between
the "utilities” and "operations and maintenance” (0&M) components of the space
support formula. (TEC, Section £1.059 (b))

2. Study and make recommendations for alternative appreaches to incorporating
undergraduate student success measures into the funding formulas and compare
the effects of funding the success measures within the formula versus applying
the success measures as a separate formula, (TEC, Section £1.0593)

3. Study and make recommendations on the treatment of competency-based
courses in formula allocations.

4, Study and make recommendations on the treatment of pharmacy hours for
professional practice pharmacy courses.

3. Study and make recommendations on changes to the funding model that will
enable institutions to mest the goals of S0xIOTX
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Charge 1 — Study and make recommendations for the appropriate funding levels for
the operations support and space support formulas and the percent split between

the "utilities™ and “operations and maintenance” (0&M) components of the space
support formula. (TEC, Section 61.059 (b))

2016-17 2018-19 Change
Appropriations | Appropriations Amount Percent
Sector {millions) (millions) (millions) Change
General Academic
Institutions 4,676 5,146 469 10.0%
Operations Support
and Teaching
Experience
Supplement 3,942 4,360 418 10.5%
Space Support
(includes Small
Institution
Supplement) 734 786 51.6 7.0%

Draft Recommendation for Discussion Purposes

The GAIFAC recommends the Legislature return formula funding rates to the 2010-11
biennium appropriated rates {$62.19 for the Operations Support formulz and $6.21 for the
Space Support formula) by phasing in these increases over the next thres biennia. While the
GAIFAC understands the Legislature decreased funding due to a reduction in state revenus, the
commitiee is concerned that institutions may not meet the 60x30TX goals at current funding
lzvels and urges legislators to find funds to support higher education, specifically to

* fund $5,146 million to the formulas for the 2018-19 biennium, which would be an
increase of $463 million, or 10.0 percent, compared to the 54,676 million appropriated
for the 2016-17 biennium;

+ fund $4,360 million to the Operations Support formula {includes Teaching Experience
Supplement) for the 2018-19 biennium, which would be an increase of $418 million, or
10.6 percent, compared to the §3,942 million appropriated for the 2016-17 biennium.

% The recommendation increases the funding rate to $58.99 per weighted
semester credit hour (SCH), which would be an increase of $3.60, or 6.5 percent,
compared to the $55.39 funded for the 2016-17 biennium. This rate includes a
£2.27 increase to retumn the rate to the 2010-11 biennium rate (a third of the
way to $62.19) and a 2.3 percent increase for inflation.

< It assumes a 3.9 percent increase for growth in weighted SCH between the 2015
and 2017 base years.

< It allocates funding using a relative weight matrix based on the three-year
average of expenss per semester credit hour to include fiscal years 2014, 2015,
and 2016;
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+ fund $786 million to the Space Support formula (includes Small Institution Supplement)
for the biennium, which would be an increase of £51.6 million, or 7.0 percent, compared
to the $734 million appropriated for the 2016-17 biennium.

% The recommendation increases the funding rate to $5.86 per square fook, which
would be an increase of §0.31, or 5.6 percent, more than the $5.55 funded for
the 2016-17 biennium. This rate includes a $0.18 increase to retumn the rate to
the 2010-11 bisnnium rate (a third of the way to $6.09) and a 2.3 percent
increase for inflation,

< It assumes a 2.3 parcent increase for growth in sguare feet between fall 2014
and 2016:;

+ split the recommended space support rate betwesn "utilities” and “operations and
maintenance” components using FY 2016 uhility rates, update the utility rate adjustment
factors using the FY 2016 utilities expenditures, and allocate the space support formula
using the fall 2016 spacz model predicted square feet and:

* fund the Small Institution Supplement using the sams methodology and rate as the
2016-17 bisnnium
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Charge Z — Study and make recommendations for altemative approaches to incorporating
undergraduate student success measures into the funding formulas and compare the effects of

funding the success measures within the formula versus applying the success measures as a
separate formula. (TEC, Section 61.0593)

Draft Recommendation for Discussion Purposes

Fund $200 million to new Graduation Bonus formula for advising, tutoring, and the ather

interventions many students need to eam a degres. Fund the three-yvear average of the
following:

* 2600 for bachelor's dearees awarded to students who are nat at risk
*  £1,200 for bachelor'’s degrees awarded to student who are at-risk

Funding for at-risk students is higher because these students reguire more services, and these
extra services are not accountzd for in the Operations Support formula.

For the purposs of this model, an at-risk student is someone who is a Pell grant recipient or
whaosa SAT/ACT score was below the national average for the vear taken.

since funding for the Graduation Bonus is for degree completion initiatives, and not
for basic support, it should not replace any portion of Operations Support funding.
This committes should biznnially review the model to ensure it equitably distributes
appropriations.
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MNCES Releases New Data on Today's Nontraditional Students

Recently, the National Center for Education Statistics (NCES) released Demograpliic gnd
Loroliment Characteristics of Nonfraditional Underaraduates: 2011-12 a report with
descriptive statistics about nontraditional undergraduate students. Nontraditional students
have the following characteristics: they are independent, have dependenis of their own, did not
enter postsecondary education immediately after high school, andfor may be working while
enrolled in school, The report presents key demographic, enrollment, and academic data from
comprehensive, nationally representative surveys of nontraditional students.,

Seventy-four percent of afl 2011-2012 undergraduates had at least ons nontraditional
characteristic. Comparing this with longitudingl data from four other surveys, the repoit finds an
upward trend from 1995-1996 o the current survey (2011-2012). Similarly, the percentage of
students with dependents, as well as single students with dependents, has confinuad to grow;
survey data for 2011-2012 repart the highest percentages since 1995-1996 for both groups
(27.5 percent and 15.2 percent respectively). Roughly a third (33.9 percent) of all female
undergraduates had at lzast one dependent, while Blacks and students attending four-year for-
profit institutions most commonly had more than one dependent.

CLasP highlights additional data points reflecting the nontraditional status of today’s

undergraduates and makes policy recommendations to address these students’ complex
circumstancss.,
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Graduation Bonus - Thres-year average (2012 through 2014) of undergraduate deagrees and
undergraduate degress awarded to at-risk students defined as students who received Pell
grants or scorad below the national average on the SAT/ACT. Award amounts are S600 for
graduates whao are not at risk and $1,200 for graduates who are at risk.

Bonus {GB)

Percent
Distributs

003656 | UT-Adinghon % 11,766,000
003658 | UT-Austin 9,183 3,507 12,650 15,228,400 B.6%
005741 | UT-Dallas 2,702 1,353 4,101 4,921, 200 2.8%
003661 | UT-El Paso 3,156 2,564 5720 6,054,400 3.9%
003539 | UT-Rio Grande Valley 3,765 3,308 7,073 8,487,200 4.8%
005930 | UT-Permizn Basin 530 419 990 1,198,800 0.7%
010115 | UT-5an Anbonic 4,419 3,323 742 9,290,400 5.3%
011163 | UT-Tyler 1,166 813 1,979 2,374,800 1.3%
3632 | TAMU 9,207 3.709 12,516 15,498,500 8.5%
010258 | TAMU-Galveston 315 131 496 505,200 0.3%
0035630 | Prairie View 1,019 831 1,500 2,280,000 1.3%
003631 | Tarlebon 1,855 1,377 3,232 3,878,400 2.2%
042235 | TAMU-Cantral 485 331 316 979,600 0.6%
Oiiicl | TAMU-CC 1,488 1,101 2,585 3,106,800 1.8%
003639 | TAMU-Kingsville 9456 B05 1,751 2,100,800 1.2%
103639 | TAMU-San Anbonio 755 626 1,385 1,662 000 0.9%
00S651 | TAMI B73 J90 1,663 1,995,200 1.1%
03665 | WTAMU 1,360 532 2,293 2,751,200 1.56%
003565 | TAMU-Commerce 1,458 1,090 2,578 3.093,600 1.7%
025269 | TAMU-Texarkana 353 246 599 715,200 0.4%
003652 | UH 5873 3,830 9,703 11,644,000 6.6%
011711 | UH-Clear Lake 1236 Fi.! £, 025 231,600 1.4%
012826 | UH-Drowntown 2,348 1,645 3,955 4,793,600 2.7%
013231 | UH-Victoris 659 412 1,072 1,286,000 0.7%
003592 | Midwestern 1,060 668 1,727 2,072,800 1.2%
003554 | UNT 5,976 3,654 9,630 11,556,000 6.5%
042421 | UNT-Diallas 387 280 6o 800,800 i0.5%
03624 | SFA 2,038 1,497 3,535 4,241,600 2.4%
00342 | TSU 789 678 1,487 1,760,400 1.0%
03644 | TTU 5,126 2,980 5,106 9,727,200 5.5%
003541 | Angelo 1,067 745 1.816 2,175,200 1.2%
0o3645 | Twu 1,969 1,300 3270 3,923,600 2.2%
03581 | Lamar 1,440 1,027 2,467 2,960,800 1.7%
003606 | Sam Houston 3162 2,243 5,405 6,485,600 3.7%
003615 | THST 5. 742 3,827 9,568 11 482,000 6.5%
003625 | Sul Ross 155 163 358 425,200 0.2%
000020 | Sul Ross-Rio Grande i1 124 2 317,200 0.2%
Total S0.611 D6, 792 147,403 5 176,883,600 100.0%
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Comparison of the Graduation Bonus to the Operations Support Allocation
1. A graduation bonus for universities of $600 per degree awarded to students whao are
not at-risk and $1,200 per degres awardad to at-risk students on top of an
operations support allocation of $4.36 billion
2. Allocation of $4.537 billion on weighted semester credit hours (operations support
recommendation of $4.36 and graduation bonus funds of $176,883,600).

UT-Arlington 56% £307 % 260,000,196 258,305,011 | %1,6595,185 0.7%
UT-Austin 38% 359 502,847,164 CO7.401,366 | (4,554,202} -3.9%
UT-Diaflas 52% 370 203,683,572 213,069,543 | (3,385,971} -1.6%
UT-El Paso 81% 245 144,044,605 142,745,580 1,299,025 0.9%
UT-Riz Granmde Valley 28% 227 175,160,794 173,435,510 1,725,284 1.0%
UT-Permian Basin 72% 231 27,404,522 27,268,883 135,633 0.5%
UT-5an Antonio 75% 258 191,839,170 189,554,739 1,884,431 1.0%
UT-Tyler 70% 280 52,737,808 52,406,226 331,582 0.6%
TAMU 40%: 385 633,662,679 543.242.672 | (9,579,933} -1.5%
TAMU-Galveston 57% 248 24,004,545 24,355,058 (354,513) -1.5%
Prairie View E7% 241 55,557,898 55,439,372 118,526 0.2%
Tarleton 7455 236 71,890,428 70,771,263 1,119,165 1.6%
TAMU-Central 68% 279 15,305,768 14,907,378 358,350 2.7%
TAMU-CC 74%% 247 69,853,787 55,454,300 3598387 0.6%
TAMU-Kingsville 5% 344 74,913,383 75,765,536 {853,152} -1.1%
TAMU-5an Antonio 82% 271 25,826,632 25,144,586 681,645 2.7%
TAML 50% 221 40,822,017 40,402,014 420,003 1.0%
WTAMU 69% 242 56,222,571 55,640,694 581877 1.0%
TAMU-Commerce 73% 310 86,940,562 87,245.034 (308,077) -1.4%
TAMU-Texarkana 70% 235 10,544,804 10,224,227 320,577 3.1%
UH E55%% 318 331,744,558 333.,087.019 | (1,342421} -3.4%
IH-Clear Lake 5455 359 65,927,830 66,072,261 {144,430} -3.2%
UH-Downtown 70% 208 68,778,136 56,580,376 2,197,759 3.3%
UH-Vichoria 6£3% 270 27,089,304 26,850,140 235,165 0.9%
Midwestern 3% 217 35,739,200 35,032,344 F06,. 556 2.0%
UNT 1% 262 244,035,275 241,910,915 2,124,353 0.9%
UNT-Diablas 72%% 226 11,249,996 10,873,118 376,878 3.5%
UNT-Dallas Law' 605 3,973,851 4,135,062 (161,218] -3.9%
SEA 73% 216 74,200,643 72,757,268 1,403,375 1.9%
TsU 86% 275 65,368,435 66,188,601 {820,156} -1.2%
T 58% 316 290,957,136 292681004 | (1.683.865) -.65%
Angelo 70% 220 38,132,120 37.411,524 720,597 1.9%
TWU 66% 283 102,045,836 102,103,036 (57,201} -1.1%
Lamar 71% 291 102,450,411 103525886 | (1,075475} -1.0%
Sam Houston 71% 222 116,524,067 114,502,707 2,021,360 1.E%
TXST E7% 221 213,118,032 209,815,368 3,301,664 1.6%
Sul Ross B3% 252 11,625,694 11,650,734 (25,040} -3.2%
Sul Ross-Rio Grande 58% 267 4,601,350 4,457,957 143,353 3.2%
Tokal £3%% 291 | 54 536864,318 | $4,536,864,318 - 0.0%

1. The graduation bonus does not apply to UNT-Dalfas Law. This bomss is for undengraduate success and the
law school 5 for graduste stadents only.
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Comparison of the Graduation Bonus to the Outcomes-Based Funding Model
1. A graduation bonus for universities of $600 per degree awarded to students who are
niot at risk and $1,200 per degres awarded to students who are at-risk on top of an
operations support allocation of $4.36 hillion
2. Dutcomes-Based Funding of $177 million, using the metrics recommended by the
committes two years ago, on top of an operations support allocation of $4.36 billion
2018-2019 2018-2019

Operations Support Operations Suppaort
with a with Qutcomes-
Graduation Boms Ba==d Funding
(1) {2)
UT-Arlington § 260,000,196 £ 258,478,371 £ 1,521,325 0.6%
UT-Austin 502,847,164 505,713,707 {2,866,543) -0,65%:
UT-Dallas 205,683,572 209,283 384 {300.312) -0.1%
UT-El Paso 144 044 605 143,416,009 628,536 0.4%
UT-Rio Grande Valley 175,160,794 174,625,192 535,602 0.3%
UT-Parmian Basin 27 404,522 27,252,327 152,195 0.6%
UT-5an Antonio 191,839,170 151,457,291 381,878 0.2%
UT-Tyler 52,737,808 52,548,296 189,512 0.4%
TAMU 633,662,673 637,146,142 {3,483,463) -0.5%
TAMU-Galveston 24,004,545 24,406,263 (401,718} -1.6%
Prairie Wisw 55,557,828 55,223,008 34,330 0.1%
Tarleton 71,890,428 71,493,106 397,322 0.6%
TAMU-Central 15,305,768 15,229,985 75,782 0.5%
TAMU-CC 62,853,787 69,670,249 183,537 0.3%
TAMU-Kingsville 74,912,383 74,734,189 178,215 0.2%
TAMU-5an Antonio 25,826,632 25,494,072 332,559 1.3%
TAMI 40,822,017 40,747,558 74,419 0.2%
WTAMU 56,222,571 55,351,592 270,573 0:5%
TAMU-Commerce 96,540, 962 B6,604 122 336,841 0.4%
TAMU-Texarkana 10,544 804 10,493,511 45,824 0.4%
UH 331,744,553 331,626,754 117,844 0.0%
UH-Clear Lake B5,927,830 65,614,839 312,991 0.5%
UH-Drosntowen 68,778,136 67,593.804 1,184,332 1.8%
UH-Victoria 27,089,304 26,865,739 223,565 0.B%
Midweshtem 35,739,300 35,584 346 154,955 0.4%
UNT 244 035,275 243,790,017 245,258 0.1%
UNT-Dallas 11,249,956 11,201 446 43,550 0.4%
UNT-Dallas Law 3,973,851 3,973,851 - 0.0%
SFA 74,200,643 74,202,507 {2,265} 0,0%
TsU 65,368,435 65,309,770 53,666 0.1%
TTU 290,997,136 252,180,153 {1,183,017) -0.4%%
Angelo 38,132,120 37,248,704 183,416 0.5%
TWL 102 045,836 101,621,587 424,245 0.4%
Larmar 102,450,411 102,210,196 240,215 0.2%
Sam Houston 116,524,067 115,457,119 56,948 0.1%
TST 213,118,032 213,507,935 {389,903) -0.2%6
Sul Ross 11,625,654 11,580,144 45,550 0.4%:
Sul Ross-Rio Grande 4,601,350 4,620,312 (18,962) -0.4%
Total $4,536,864,318 % 4,536,864,.318 5 0.0%
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Comparison of the Graduation Bonus to Projected Graduation Bonus
1. A graduation bonus for universities of $600 per degree awarded to students who are
not at risk and $1,200 per degres awarded to at-risk students for a projected three-
year average of 2016, 2017, and 2018 using the linear trend three-year averages by
institution for 2006 through 2014,
2. A graduation bonus for universities of $600 per degree awarded to students who are
not at risk and $1,200 per degres awarded to at-risk students for the thres-year
average of degrees awarded in 2012, 2013, and 2014.

MName

UT-Arlington 7867 4496 12,363 § 14,835,400 £ 11,766,000 3,065,400 26.1%
UT-Austin 9,744 4114 13,858 § 16,629,940 % 15,228,400 31,401,540 9.2%
UT-Dallas 2,985 1,672 4,657 £5,588,280 54,921,200 % 667,080 13.6%
UT-El Paso 3,705 3,102 6,207 £8,168,500 56,354,400 1,304,100 19.0%
UT-Rio Grande Valley 4,266 3.822 8,087 59,704,540 58,487,200 $1,217,740 14.3%
UT-Parmian Basin 637 454 1,101 £1,321,080 £1,193,800 £ 122,280 10.2%
UT-5an Antonio 5050 4.00% 9,059 § 10,871,080 59,290,400 1,580,680 17.0%
UT-Tyler 1,383 1,074 2,457 £2,948,080 52,374,800 § 573,280 24.1%
TAMU 9,911 4.18% 14,100 § 16,920,280 £ 15,458,800 £1,421,480 9.2%
TAMU-Galveston 337 213 550 5 660,320 £ 595,200 £65,120 10.9%
Praine \iew 1,092 539 2,091 £2,500,400 52,280,000 g 229,400 10.1%
Tarleton 2,000 1,593 3,599 54,319,360 53,878,400 3 440,360 11.4%
TAMU-Central 500 615 1,515 £1,817,580 £ 979,600 % 837,980 85.5%
TAMU-CC 1,555 1,229 2,784 £3,340,520 53,106,800 $ 233,720 7.5%
TAMU-Kingsville 845 762 1,607 £1,5928,400 52,100,800 5 {172,400} -B.2%
TAMU-5an Antonio 1,378 1,123 2,501 53,001,240 51,662,000 $1,3359,240 50.6%
TAML 1037 974 2,011 2,412,820 51,995,200 % 417,620 20.9%
WTAMU 1,568 i110 2,678 £3,213,860 52,751,200 5 462,660 15.8%
TAMU-Commerce 1,522 1,162 2,685 £3,221,720 §3,093,.600 g 128,120 4.1%
TAMU-Texarkana 346 272 513 5 741,680 § 719,200 522,480 3.1%
uH 6,619 4,541 11,160 g 13,392,040 £ 11,644,000 11,748,040 15.0%
UH-Clear Lake 1,247 880 2127 52,552,200 52,431,600 % 121,300 5.0%
UH-Downtown 2,701 2,051 4,752 £5,702,860 54,793,600 5 909,250 19.0%
UH-Victoria 878 550 1429 £1,714,200 51,286,000 5 428,200 33.3%
Midwestem 1,116 784 1,899 £2,279,320 52,072,800 § 206,520 10.0%
UNT 6,998 4523 11,522 § 13,826,220 5 12,081 600 £1,744. 620 14.4%
UNT-Dallas 5499 445 1,044 51,252,200 5 275,200 % 977,000 355.0%
SFA 2,213 1,764 3,977 £4,772,380 54,241,600 % 530,780 12.5%
TSU 846 771 1,617 £1,940,120 51,760,400 $ 179,720 10.2%
TTu 5,356 3341 8,697 § 10,435,560 59,727,200 § 709,360 7:3%
Angelo 1,180 376 2,056 £2,466,720 52,179,200 § 287,520 13.2%
TWU 2411 1,694 4,104 £4,925,200 §3,923,600 11,001,600 25.5%
Lamar 1,567 1,156 2,732 £3,278.860 52,960,800 5 318,060 10.7%
Sam Houston 3,736 2,302 6,545 £7.853,540 5§65, 485,600 11,368,240 21.1%
TEST 6,542 4,615 11,157 5 13,388,560 % 11,482,000 41,906,560 16.6%
Sul Ross 191 150 351 S 420,200 £ 429,200 5 (B.400) -2.0%
Sul Ross-Rio Grands 135 122 261 % 313,020 5 317,200 5 {4,180} -1.3%

Total | 102,466 | 68,092 170,559 | % 204,670,280 | £ 176,883,600 | $27,786,680 15.7%
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Pell versus Pell Eligible

What would the Graduation Bonus be if Pell eligible students, not just students who received

Pell, were included in the model? Adding students who were Pell eligible, but did not receive the

Pell grant to the at risk pool would add 5,821 at-risk points based on 2012-2014 degrees, an

funding increase of 3.9

UT-Arlington 9,805 § 11,765,000 10,156 £12,187.200 5 421,200 3.6%:
UT-Austin 12,650 15,228,400 13,202 15,842,800 614,400 4.0%
UT-Dallas 4,101 4,921,200 4,279 5,134,800 212,600 4.3%:
UT-El Pasa 5,720 6,854,400 5810 6,972,000 107,600 1.6%
UT-Ric Grande Valley 7073 8,487,200 7,160 8,591,600 104,400 1.2%
UT-Permian Basin 998 1,198,800 1027 1,232.000 33,200 2.8%:
UT-5an Antonio 1.2 9,290,400 7968 9,562,000 271,600 2.9%:
UT-Tyler 1,979 2,374,800 2,070 2,484,400 109,600 £.6%
TAMU 12,916 15,498,800 13,716 16,459,600 960,200 5.2%
TAMU-Galveston 496 595,200 519 622,400 27,200 4.6%
Prairie View 1,900 2,280,004 1,935 2,322,400 42,400 1.9%
Tarleton 3,232 3,878,400 3,338 4,005,200 126,800 2.3%
TAMU-Central 815 974,600 850 1,020,000 40,400 4.1%:
TAMU-CC 2,589 3,106,800 2,689 3,226,400 119,600 3.8%
TAMU-Kingsville 1,751 2,100,800 1,785 2,146,300 46,000 2.2%:
TAMU-5an Antonio 1,385 1,662,000 1,411 1,653,200 31,200 1.9%
TAMI 1,663 1,995,204 1678 2,014,000 18,800 0.9%:
WTAMU 2,293 2,751,200 2,399 2,873,200 128,000 4.7%:
TAMU-Commerce 2,578 3,093,600 2,645 3,173.600 £0,000 2.6%:
TaMU-Texarkana 5549 719,200 619 742,800 23,600 2.3%
UH 9,703 11,644,000 10,102 12,122,800 478,800 4.1%:
UH-Clear Lake 2,026 2,431,600 2,109 2,531,200 99,600 4.1%:
UH-Downtown 3,985 4,793,600 4,105 4,926,400 132,800 2.8%
UH-Victoria 1,072 1,286,004 1,104 1,324,800 38,800 3.0%:
Midwestern 1,727 2,072,800 1,754 2,152,400 79,600 3.8%
UNT 3,630 11,556,000 10,094 12,112,447 556,447 4.8%
UNT-Dallas 667 00,200 692 £30,753 25,553 2.7%:
SEA 3.535 4,241,600 3657 4,388,800 147,200 3.5%:
Tsu 1467 1,760,400 1,485 1,781,600 21,200 1.2%
T 8,106 9,727,200 8,625 10,350,400 623,200 5.4%
Angelo 1,816 2,179,200 1,892 2,270,000 90,200 4.2%:
TWU 3.270 3,923,600 3,382 4,058,800 135,200 3.4%:
Lamar 2,467 2,960,800 2,545 3,058,400 97,600 2.3%
Sam Houston 5,405 5,485,600 5,653 6,783,600 298,000 4.6%:
TXST 3,568 11,432,000 10,092 12110000 628,000 5.5%:
Sul Rioss 358 429,200 363 435,600 400 1.5%
Sul Ross-Rio Grande 264 317,200 265 318,400 1,200 0.4%:

Total 147,402 | % 176,883,600 153,224 | 5 183,868,800 3 6,385,200 3.9%
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How do transfer students contribute to the Graduation Bonus?

Transfer student graduates account for 35 percent of all undergraduate deagrees.
At-risk transfer student graduates make up 40 percent of all at-risk undergraduate degress.
For the 23,752 at-risk degrees sarnad by transfer students, 19,365, or 82 percent, were at
risk because they received a Pell grant, while, 3,386, or 18 percent, were at risk because
their average SAT or ACT scores were below the national average. 74 percent of non-
transfer student graduates are at risk because they received a Pell grant.
Transfer student graduates who did not receive a Pell grant, but whao eamed below averags
SAT ar ACT scores, make up 14 percent of afl transfer student graduates. This is 11 percent
for non-transfer student graduates.
For completers, an SAT or ACT score was reported for 56 percent of transfer students and
73 percant of non-transfer students, a difference of 17 percentage points.
Of the 32,097 transfer students who earned a degree:

> 44 percent, 14,274 of the 32,097, were reported as not having an SAT or ACT score.

o 70 percent, 9,929 of the 14,274, of these were at-risk for being Pell recipients.

Three-Year Average Degree Counts All Degrees Hative Transfer
Degrees 90,611 58,514 32,097
At-Risk 5792 36,040 23,752
Pell 45,908 26,543 19,365
SAT/ACT 10,883 6,457 4,335
Part-Time 1,973 775 1,203
Didar 420 211 209
GED 20 8 12
Testad 60,3061 42,483 17,823
Percentage of Degrees

Percent At-Risk G650 62 % T4%
Percent Pell 51% 4595 &0%
Percant SAT/ACT 123% 11% 14%%
Percent Part-Time 2% 1% 4%
Parcent Older 0% 0% 1%
Percent GED 0% 0% 0%
Percent Tested o7% 73% L6%
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From the point when students reach junior status, how do the completion rates of
transfer students compare to native students (those who start at a universi

Completion Rates

for Fall 2010
Juniors
UT-Arlinghon 1,286 1,064 3% 1,132 &394 £1%
UT-ALrstin 5,453 4,912 S0 765 209 T9%
UT-Dallas 927 809 B7% 708 475 7%
UT-El Paso 1,435 1,048 73% £21 285 5555
UT-Pan American 1,671 1,212 73% 396 255 67%
UT-Brownsville 163 141 87 % 209 110 53%
UT-Permian Basin 187 158 B4% 110 62 56%
UT-%an Antonio 2,252 1,756 TE% 685 424 62%
UT-Tyler 306 267 B7% 280 178 E4%%
TAML 6437 £.571 93% 413 363 28%
TAMU-Galveston 192 165 BB 17 8 47%
Prairie View 768 531 550, 52 32 75%
Tarlebon 717 £19 BERy 384 9% TR%
TAMU-Central Texas 114 73 B4%h
TAMU-Corpus Christi 612 430 0% 739 154 £4%%
TAMU-Kingsville 334 306 7% 102 75 T4%
TAMU-San Antonic! 394 54 E5%
TAMI 435 336 T7% 195 104 53%%
WTAMLU 613 480 7% 775 177 E4%
TAMU-Commerce 327 261 B 447 322 T2%
TAMU-Texarkanz? 143 ag E3%
UH 2,285 1,508 B4% 1,089 625 57%
UH-Clear Laks? 833 553 E5%
UH-Downtown 302 203 67 %% 575 335 58%%
UH-Vickoria® 191 117 61%
Midwestemn 445 343 T %% 129 78 51%
UNT 2,346 1,544 3% 955 700 70%
UNT-Dallas’ 175 124 T1%
SF&, 1,233 1,057 BB 288 218 6%
T5U 502 310 2% 22 i3 5934
TTU 2,973 2,602 BB 411 raz 71%
| Angelo 677 532 7% 11 & 555G
TWU 437 345 B0%h 357 251 7%
Lamar 777 530 TER 125 7E 60%
Sam Houshon 1,325 1,150 E7% 480 350 5%
THST 2,468 2,001 B1% a5 E55 £3%
Sul Ross 94 75 B0 23 15 E5%
Sul Ross Rio Grande®? 670 30 33 37%
Statewide 40,042 33,593 8490 | 13,824 9,121 6640

1. Upper-Level only. Natives include high school graduates with dual credit who enrolled at a
university after high school graduation

2. Four-Year cohort data not yet available

3. FERPA restricted, less than 5
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How academically successful are transfer students?
The grade point averages (GPA) of transfer students are similar to their pesrs who started at a
public university.

UT-Ardington 1,569 | 1,039 3.05 3.12 0.07
UT-Austin 611 | 4,868 3.12 3.20 0.09
UT-Dallas 1,129 BO1 3.08 3,27 0.17
UT-El Pasa 993 | 1,025 3.15 3.18 0.03
UT-Pan American 682 | 1,166 3.06 3.02 (0.04)
UT-Brownsville 531 137 2.98 3.11 0.13
UT-Permian Basin 235 154 3.20 3.15 (0.05)
UT-San Antonio 1,270 1,712 3.04 3.00 (0.04)
UT-Tyler 452 261 3.08 3.10 0.02
TAMU 1084 | 5925 3.01 3.19 0.17
TAMU-Galveston 34 161 2.75 .88 0.13
Prairie View 138 521 3.12 2.85 [0.27)
Tarleton 522 612 3.08 2.98 (0.10)
TAMU-Central’ 181 /A 3.19 NJA

TAMU-CC 436 482 3.14 3.11 (0.04)
TAMU-Kingsvifle 177 300 3.17 .02 (0.16)
TAMU-San Antonio’ 423 /A 3.24 NJA

TAMI 266 327 3.08 3.17 0.09
WTAMU 394 475 3.20 342 (0.08)
TAMU-Commerce 607 255 3.35 3.18 {0.17)
TAMU-Texarkana® 183 /A 3.29 NJA

UH 1,827 1,564 3.1t 3.18 0.07
UH-Clear Lake" 1,035 /A 3.33 NJA

UH-Downtown 742 198 3.07 2.92 [0.15)
UH-Vichoria® 329 N/A 3.22 NJA

Midwestern 235 338 3.08 2.99 (0.09)
UNT 1,907 1,911 307 3.14 0.07
UNT-Dallas’ 25 /A 3.21 NJA

SFA 483 | 1043 306 3,06 (0.00)
TSU 133 300 3.17 2.85 {0.31)
TTu B53| 2,529 3.03 3.19 0.16
Angelo 7L 524 3.04 .12 0.08
TWU 729 344 3.28 3.24 10.04)
Lamar 228 579 3.08 3.10 0.02
Sam Houston 1,183 1,142 3.04 3.06 0.03
THST 1895 1,981 3.01 3.08 0.07
Sul Ross 38 75 3.13 3.09 (0.04)
Sul Ross-Rio Grande' 103 NJA 3.08 NA

Skatewide 25,265 | 33,613 3.09 3.13 0.03

1. Upper-division or not in existence long enough to have a junior natives in fall 2010

2. Transfer Student - attempted at least 30 howrs at a CTC excluding dual credit before fall
2010

3. Mative Student - started at the same university where enrolled as a junior in fall 2010

4. GPA based on courses completed in Fy 2011-2014

5. Excludes data at institutions where the total number of tansfers were less than 5
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What is the additional expense of graduating an at-risk student?
Public universities spend about 20 percent more graduating an at-risk student, which is a
student who is low-income or not college ready.

The per-student expenze in the table below is based on a cohort of students who enrolled for
the first time (part-time or full-time) at a public university in the fall or summer of 2008.
Students who transfemred to the public university after starting at a different institution are not
part of the cohort (including those from community colleaes).

The model assumes a similar expense per semester credit hour (rate) for all students, but
accounts for the lower completion rates and additional semester credit hours of at-risk students,
The model groups cohort students as graduates, those who completed a degree by 2014, and
leavers, those who did not complete by 2014, Leavers may be persisting to completes their
deqrees.

The model includes per-student expenses for leavers and graduates using the institutions’ Fiscal
Year (FY) 2014 rate and the average semester credit hours for the group. The model applies
the lower-level rate for the first 60 hours and developmental education hours. The upper-level
rate was applied to the remaining hours.

& third per-student expense was calculated by adding the expense of the hours for lzavers into
the expense for graduates to show the additional expense of lower graduation rates.

Expense of Not At-Risk
Graduate
{Includes
Leaver
Leaver Graduate Expense) Leaver Graduste
UT-Arfington 530,489 | sS58,304 582,385 | §37,133 | $59.688 $97,955 19496
UT-Austin 659,455 54,660 104,912 605 | 102,591 125,293 19%
UT-Dallas 43,304 76,804 89,950 52,585 77,850 102,980 14%
UT-El Paso 20,693 50,857 71,080 24,799 55,013 95,843 35%
UT-Pan American 26,530 42,3659 58,035 27,038 47,884 78,333 35%
UT-Brownsville 8,998 50,327 53,645 28,004 57.809 91,151 55%
UT-Permian Basin 23,309 47,045 66,470 27,843 54,183 94,406 42%
UT-San Antonio 30,156 57,845 76,665 34,505 60,831 97,465 2%
UT-Tydar 31,389 53,361 74,918 33,723 55,184 79.627 E%
TAMU 41,795 57,355 63,220 45,757 59,730 71,455 13%
TAMU-Galveston 49,414 88,062 110,153 55,519 92,528 131,391 1996
Prairie View 35,741 78,928 100,180 40,538 90,837 154,436 S4%
Tarleton 22,437 47,628 63,931 25,390 51,082 75,113 17%
TAMU-Corpus Christ 26,859 S1.463 73,267 29,114 53,214 87442 19%
TAMU-Kingsville 21,774 61,627 87,661 21,997 b&, 1592 103,546 18%
TAMI 33,368 48,675 91,143 32,356 52,116 87,617 -3%%
WTAMU 26.453 55,294 74,353 26,126 62406 98,391 32%
TAMU-Commerca 24,283 54,376 B0,633 34,945 71,799 113,557 41%
UH 28,6597 52,754 J0.7639 35,648 58,880 94,079 33%
UH-Clear Lake 4,110 8,543 9,933 o 29,228 29,228 192%
H-Diownibown 8,525 45,589 86,829 19,656 45,154 112,363 259%
Midwestem 259,253 71,387 94,272 38,985 74442 118,341 26%
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UNT 27,385 50,438 68,556 | 33,109 54,004 78,174 14%
SFA 27,012 51,430 67,375 31,259 55,859 88,780 32%
T5U 18,341 24,508 137,034 | 32,317 93,7405 247,397 81%
TTu 35,435 51,454 75,305 | 42,717 B4,005 BE,641 15%
Angelo 29,433 55,738 74,810 | 28,523 58,160 105,361 45%
WU 15,035 38,444 51,753 25,511 41,402 67,938 31%
Lamsar 21,250 62,953 94,358 | 28,000 B5,096 126,250 %
Sam Houston 21,208 44,525 55,4650 | 26,851 47,550 67,177 21%
TX5T 25,953 46,757 50,001 30,770 47,781 56,305 11%
Sul Ross 25,109 30,449 143,222 | 27046 50,374 157045 0%
Tokal 32,787 54,542 77,425 | 33086 62,818 93,778 21%
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Charge 3 — Study and make recommendations on the treatment of competency-
based courses in formula allocations.

Draft Recommendation for Discussion Purposes
* Fund competency-based education courses (not moedules) using the existing formulza
calculation and updated expenditure-based weights for the 2018-19 biennium.

4 Institutions offering competency-based programs should report hours to the
Coordinating Board upon the student’s completion of all the modules assocated
with the course.

% The expenditure study should incjude the courses’ expense and hours reported
for the respective fiscal years.

= Fund hours through the formula for courses where the student attained mastery
of the subject at the institution through instruction or independent study.
Exclude hours where the student obtained mastery of the entire course prior to
enroliing in the program. This includes not funding credit obtained through CLEP
tests or simifar evaluation practices through the formula.

s Fwpenditure data from the Texasz A&M University-Commerce program was insufficient in
determining the appropriate funding formula for competency-based education,

% The program had only been in operation a single semester during Fiscal Year
{(FY) 2014, The committes requests Texas ARM University-Commerce continue to
provide competency-based course expenditure data as & subset of the
expenditure study data provided for fiscal years 2015 and 2016,

< The commissioner should charge the 2020-21 biennium GAIFAC with reviewing
this information to determing if the expense per hour for these courses varies
enough from the statewide ratios to wamant an additional formula to fund
competency-based education courses,
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alternative approaches for the committee’s consideration in making
recommendations:

1. Estimate the number of weighted semester credit hours to complete the CBE program
using a degree audit of a similar program and include those hours in the base year for
each CBE student that graduates in the base year.

a. This approach would encourage timely completion, maintain the program’s
activity in the expenditure-based formula, and eliminate the need to associate
the program modules with courses.

b. This option results in funding lags for students who take longer to complete and
excludes activity for students who never complete,

2. Fund institutions based on the fraction of total number of competencies in a CBE
program that a CBE student completes during the semester.

Funds allocated per student per semester =
[Numbe-r of modules compieted in a semester

Total number of modules in CBE program

* Program We:’ghr} + Value of CBE Program

8. This approach takes into account the number of competencies a student places
out of as a result of Prior Learning Assessments (PLA).

b. Itis more in line with how CBE programs are being designed in Texas and across
experimental sites in the U.5.

C. The Program Weight equalizes the variation in the maximum length and number
of competencies across CBE programs.

d. This option reguires that CBE programs be valued or monstized.
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Charge 4 — Stndy and make recommendations on the treatment of pharmacy hours
for professional practice pharmacy courses.

Recommendation (Approved October 7, 2015)
Update the pharmacy funding policy to fund pharmacy courses with pharmacy expenditure-
based weights and the standard enrollment adjustment mathadology.

* ‘Weight pharmacy undergraduate semester credit hours using pharmacy undergraduate
course expenditures and hours. Remaove directions to use science weights,
»  Adjust pharm-D program course enroliments in the same manner as enrollments for all
other programs.
< Weight hours for graduate level students {master's, doctoral, and professional-
practice) enrolled in pharmacy professional practice courses at the pharmacy
professional practice weight.
< Weight hours for undergraduate level students (lower and upper) enrolled in
pharmacy professional practice coursss at the cormresponding pharmacy lower-
and upper-level weights.

Charge 5 — Study and make recommendations on changes to the funding model that

will enable institutions to meet the goals of F0xI0TX.

Recommendation (Approved September 9, 2015)

State funding is an essential resource for institutions to meet the 60v30TX goals, The

committes considered the four goals of this plan when setting the funding level
recommendations included in this report. Over the courss of the 15 years during the Closing the
Gaps plan, general academic institutions increased enroliments 45 percent and increased
graduation rates over 11 percentage points {from 49.5 to 60.5 percent). These shides require
quality facubty and staff motivated to reaching a higher standard of education for our students
and our state,

Since fiscal year 2000, these same institutions received decreasing amounts in state support on
a per full-time student equivalent basis — a trend that must be reversed if the state intends to
educate 3 out of 5 citizens, nearly double the annual graduates, and increass students”
awareness of their marketable skilis, all while maintaining student debt levels. This committes
encourages the Legislature to work diligently in forming budgets over the next 15 years that
help higher education institution in the state of Texas reach thess ambitious but attainable
goals.
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This document is available on the Texas Higher Education Coordinating Board
Website: hitp:/ M www.thech.state.tw.us/formulafunding

For more information contact:

Paul Turcotte

Program Director

Finance and Resource Planning

Texas Higher Education Coordinating Board
P.O. Box 12788

Austing TX 78711

(512) 427-6235
paul.turcotte@thech.state. be.us
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APPENDIX D

60x30TK

60 percent of "Generation Texas” will have a
postsecondary credential or degree by 2030

April 2015 — Draft of the Next Higher

Education Strategic Plan for Texas

4120/15
Texas Higher Education Coordinating Board
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Executive Summary

Introduction

Since the last higher education plan
was adopted in 2000, Texas has become
increasingly engaged in a global economy
dependent on skilled and knowledgeable
workers, Many of those workers mmst come
from the state’s institutions of higher
education. Although higher education in
Texas must continue to pursue greater
learning, in general, as well as contimually
push toward higher standards of excellence in
teaching, research, and innovation,
universities and colleges also must work
toward achieving the objective many students
have in mind when they attend college: to get
a better job and achieve a better life through
higher education.

For Texas to solve problems and
address public concerns now and in the
future, the state must have a large workforce

with the inzight, skills, and knowledge to push
it forward. This workforce must be educated
and able to adapt and compete at the highest
levels to maintain a strong state economy. All
forms of postsecondary attainment will be
critical to the state’s success,

The Goals of this Plan

By 2030, Texas will need
approximately 6o percent of its 25- to 34-
vear-old workforce to hold a postsecondary
credential, Centered around students, the
tox30TX higher education strategic plan i=
dezigned to achieve this goal and help Texas
remain competitive and prosperons. However,
the state’s 25-34 vear olds are increazingly
Hispanic, and the inclusion of
underrepresented student populations, such
Hizpanics and African Americans, in higher
education will be critical to this plan’s success.

Flaceholder for graphic showing

goals/targets; this graphic needs to lay out

simply but effectively the goals and targets

of the 60x30 plan at a glance.
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The first goal of this plan, the Sox30
goal, is overarching and aims to raise the
percentage of the Texas vounger adualt
population with postsecondary educational
attainment. Because Texas has seen a relative
decline in educational attainment by the
vounger population, thiz goal focnses on 25-
34 vear olds: By 2030, af least 6o percent of
Texans ages 25-34 will have a postsecondary
credential or degree. Although ambitious,
given the current level of educational
attainment, this goal iz achievable through
focused effort.

The second zoal contributes to the first
by supplving praduates from Texas
institutions: By 2030, af least 550,000
students in that vear will complete a
certificate, associate, bachelor’s, or master’s
from a Texas public, independent, or for-
profit college or university. To reach this
ooal, Texas will need to maintain the strong
degres production increazes it has
gxperienced in recent years, with large
increazez needed among targeted aroups,

The third goal emphasizes the valae of
higher education relative to the workforce: By
2030, all graduates from Tevas public
institutions of higher education will have
completed programs with identified
marketable skills, Students need to be aware
of the marketable skills affiliated with their
programs, This goal ensures institutions
document, update, and communicate the
skills students acquire in their programs.

The final goal is intended to help
shudents who graduate with debt complete
their prozrams with reasomable debt: By
2030, undergraduate student loan debt will
not evceed 6o percent of first-year wage for
graduates of Tevas public institutions. This
goal iz desizned to balance the levels of
student loan debt with a graduate’s earning
potential during the first year after college.

Conclusion

Bv charting a student-centersd conrze
and prioritizing higher education completion
and worlforce readiness, this plan enables the
state, institutions of hizher education, and the
private sector to set Texas on a path toward
continued prosperity, To compete and remain
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relevant in the foture, Texas workers need to
complete quality postsecondary credentials,
and exit their programs with skills that
emplovers need. Furthermore, if graduates
are to provide the state with sufficient revenue
and have the means to pursne personal zoals,
thev must exit their programs with no debt or
reasonahle debt, given their incomes.

Thiz plan addreszes studentz’ desire
for a better life, emplovers’ desires to remain
competitive, and the state’s need for a robust
economy. This plan also strengthens the
mission of excellence and quality in Texas
higher education by setting goal= that cannot
be postponed without postponing the
progress of Texas.



Introduction

Since the last higher education plan
was adopted in 2000, Texas has become
increazingly engaged in a global economy
dependent on skilled and knowledgeabls
workers, Many of those workers must come
from the state’s institutions of higher
education. Although higher education in
Texas muast continue to pursue greater
learning in general, as well as continnally
push toward higher standards of excellence in
teaching, research, and innovation,
universities and colleges also must work
toward achieving the objective manv students
have in mind when they attend college: to get
a better job and achieve a better life through
higher education.

Given the miszion of
higher education, the needs

Some sectors of
the state's econo my

education plan, only 35 percent of the 25- to
14-year-old population had an associate or
higher degree in 2013, far lesz than many
other states and nations. Adding certificates
earnad by this age group only increased the
number of graduates with a postsecondary
credential to about 36 percent.*

Thoze percentages suggest a link
between the number of Texans holding a
certificate or degree and the state’s deficit in
skilled and knowledgzeable workers. Certainly
Texas made enormons strides during the
yvears of the previons higher education plan,
Closing the Gaps by 2015, At the outset of thi
plan’s Success goal in zooo, onk
about 100,000 students had
completed an associate,
bachelor's, or certificate. By

of the commuanity, the could not hire 2011, the state had reached the
expectations of stndents, and H‘ﬂ‘ﬂ' workers Success goal — awarding zi0,00
the reality of a global w'ithﬂu:requi‘ud postsecondary credentials by
marketplace, the question is : : 2015 — four years early, and by
how Texas institutions of skillsets to mest Fiscal Year 2014, the state had
higher education can achieve workforce demand. reached nearly 251,000 total
their mizsions and educate undergraduate awards.?

stndents to supply the necessary workforce
needed to compete in a global market. The
tor3oTX hisher education plan for Texas lays
out ambitions goals for educational
attainment, completion, marketable skills,
and student debt, The aim is to help students
achieve their educational goals and help the
state remain globally competitive for vears to
come. At the same time, this plan providas
institutions with the latitude to pursue the
greater purposes of higher learning.
Skills Deficits, Attainment, and Completion
In 2012, the Organisation for
Economic Co-operation and Development
(OECLY), which globally promotes policies to
improve economic and social well-being,
listed Texas az one of several states
experiencing skills deficits.' Some sectors of
the state's economy could not hire epough
workers with the required skillsets fo mest
workforce demand, resulting in lost revenue
for the state. Althomgh Texaz saw a large in-
migration of workers and met most of the

goals and targets set in the previous higher
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Yet despite the state's auccesses, the
demand for skilled and knowledgeahle
workers continues to outpace workforce
supply in Texas. For Texas to remain
competitive and prosperous, it will need
approximately 6o percent of its 25-34 year
olds to hold a quality postsecondary
credential by zoz0. (Some experts believe
that Texas will need to reach thiz goal even
SOOMET. )

Reaching a goal of this magnitude wil
require solutions from both public and privat
sectors. Although ambitious, this goal is
achievable, provided a wide and
representative range of Texans, including
traditional and nontraditional students,
economically disadvantazed students, and
students from many ethnic backerounds are
ahble to attain a postsecondary education.
Greater Representation, Demographic Shifts

Appealing to a wide range of Texans
will be particularly important in light of the
state’zs enormons growth among Hispamnics,



who accounted for 65 percent of the state’s
population increase during the =010 census.
Other minority populations grew significantly,
too, while the white population numbers
remained relatively flat. These demographic
changes underzcore the need to push for
greater educational attainment in Texas
among all populations.

Social Mobility and Affordability

Preparing students to enter
community colleges and universities and
supporting students through the completion
of certificates and degrees will mean
demonstrating that postsecondary attainment
is =till the best path toward greater social and
economic mobility. Supporting students
through completion will also mean addressing
college affordability and making the
workplace skills and knowledge learned in
programs trapsparent,
Student-Centered

The Gox3oTX Plan focuses on the
critical role of both public and private
stakeholders and lays out a comprehensive
approach that focuses heavily on the needs of
students. Students, after all, are the ones who
will decide to pursue higher education. Their
decizions will influence the future prosperity

of Texas greatly and affect the state’s ability to
meet its needs for educated and skilled
workers.

The 60x30TX Plan

The intention of the zoals and targets
described in this plan are to help students,
institutions of higher education, emplovers,
and the state succeed and flourish using a
shared vision of excellence for higher
education in Texas. Developed with input
from school administrators, higher education
leaders, community leaders, private industry,
elected officials, and others, the 6oxz0TX
plan establishes ideals for higher education in
Texas that will help secure the state’s place in
& glebal economy.

Like its predecessor, thiz plan seeks to
create qualitative results built on quantitative
foundations and is a living document that will
be used to track the state’s progress toward its
higher education goals. Also like its
predecessor, this plan includes four goals;
however, the goals in this plan are different
and focus more heavily on the alisnment of
higher education and students with the
workforce.

Texas Higher Education: You Are Here

The current higher education
landscape provides the clues and data that
lead to a better understanding of the benefits
of increased higher education attainment.
According tothe Social Mobility Index, which
focuses on higher education policy related to
economic disparities among students, the U.5.
now provides the least economic mobility
among developed nations.4 Among states,
Texas fares no better. The pipeline to the
state’s higher education starts with a E-12
public school population in which 6o percent
of students qualify for free or reduced
lunches.s

Economic Disadvantage, Demographics,
and the Workforce

Among the poorest eighth grade
students in Texas, only ronghly 10 percent
attain a postsecondarv credential when
tracked for 11 vears.* Without focused action

and attention to these economically
disadvantaged students, Texas cannot remain

Figure 1. Completion for Economically Disadvantaged Students

Econambcally
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competitive. Even bevond ethnicity,

Figure 2. Educational Levels of Younger Texans Drop Whis

ecomomic disadvantage is the greatest International Peers See Gains.
indicator in determining an individual's ]
chance of attaining education past high o by

W55 o 64

school. If the state is to remain competitive
in a constantly changing world, higher
gdncation in Texas will need to make huge
efforts to reach out to a rapge of students.

According to Anthony Carnevale,
Director and Research Professor of the
Georgetown University Center on
Education and the Workforce, a majority of
future jobs in the nation and in the state
will require a postsecondary credential. He
azserts that as early as zoz0, “fewer jobs
will be available to people with less than

r|r.l.‘. TAALLA CLENALA  GER
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high school or only a high school diploma.™ il
Forroe: Edecatoen wia arce J0U1, DECD Tndoors wd Arwean Communtes Gy Pubiic Do
This is particularly important Hoofey Sanpt 233
because of the demographic shift in Texastoa  and 4th highest-ranking OECD nations.

largely Hispanic population, projected to
comprize 7o percent of the net growth
through zogo. Although the state has made
some strides among this population, poverty
has increased among those with lower levels
of income and education. Without bold
actiom, this trend is expected to continne.®

Texas must continue to build
aggressively upon its successes in
implementing
changes in higher
education. Otherwise,
workers possessing
only high school
education or below
will likely increase
from 48 percent in
2010 o 53 percent in
2050.7 As noted by
experts, this less
educated population
likely will lead to more pronounced and long-
term workforce shortages. o

Decrease in Global Ranking

The population and geographic size of
Texas iz greater than that of many countries.
Placing the state’s educational attainment in
this context highlizhts the relative decline
over time, Texans who were 55 to 64 in 2013
achieved associate and higher degrees in
numbers that placed them between the srd
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Although 25- to 34-vear-old Texans attained
associate and higher degrees at increazed
rates during 2013, they did not keep pace with
the rest of the world. As a result, this age
group fell between the 23rd and 4th highest-
ranking OECT nations in educational
attainment — a relative and notable decline in
the state. Demographic shifts and the
underrepresentation of minorities and
economically disadvantazed students in the
state’s higher education system — in
proportion to the population — contributed to
Texas losing ground globally.

Re-imagining College

To address this situation, bold action
will be required. Texas must continue to re-
imagine “college” and “college going” in
broader terms to meet the state’s workforce
needs, ensure the economic viability of its
future, and remain competitive in a global
marketplace. Increasingly, college will mean
much more than attaining a four-vear
baccalaureate.

For some students, “college’ will mean
earning a certificate in a yearlong program.
For other students, college will mean earning
an associate or bachelor’s degree by attending
traditional clazses or by participating in
competency-based programs. For others still,
college mav mean earning an associate degree




throngh dnal credit or early college high
school programs.

College mayv take place on a brick-and-

maortar campus or on a device in a student’s

living room. Regardless of the credential or
method nsed to attain it, however, a “college”
education translates into greater prosperity
for individuals, which in tarn translates into
greater economic prosperity for the state.,

Some Benefits of Higher Education

Despite negative headlines about
student loan debt that often fail ta
acknowledge the skillz gained in college,
higher education is a boon for the state’s
economy. Texas, in fact, has seen a boost
from the previous higher education plan.
A report by the group Economic Modeling
Specialists International (EMSI) for Fiscal
Year zo13 found that money spent by
institutions and students on higher
education in Texas boosted the state’s
ecOnomy in a one-year period equal to
$143.0 billion or 11 percent of the gross
state product. This dollar amount equates
to the creation of 2,258,077 jobs.n

While these numbers confirm the
recent achievements of higher education
in the state, much more needs to be done
to reduce reliance on the state budget for
public expenditures such as Medicaid and

corrections, Higher education, by its nature,

increazes knowledge and skills and results
in greater individual marketability, wealth,
and self-reliance, as well as reduces
dependence on public programs.
Individual Return on Investmeant

The individual retum on
investment from higher education iz well
documented. Experts from the Brookinga
Institution's Hamilton Project contend,
“on average, the benefitz of a four-vear
degree are equivalent to an investment
that returns 15.2 percent per year,™= The
EMSI report supports this claim and
aszerts that higher lifetime incomes
resulting from Texas stndents attaining
degrees will account for $524.0 billion in
added income during their working lives.=

sIncreases n wsges sbove high school graduates
=Mp adjustment for econcmic multiplier

Figure 3. Cumulative Increases in Personal Incoms Grow f Texas
2014 Constant Doliars
=534 Billion Increase in 2030

Reaches 550,000 Completions by 2030,
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Savings in public assistance and
corrections means more money for the state
and ultimately, for Texas citizens. The
nationally focused College Board report
Education Pays found that 12 percent of high
school graduates lived in households that
relied on SMAP (Supplemental Nutritional

Asszistance Program)) benefits in 2011,
compared to only 2 percent of bachelor’s
graduates. Higher education benefits the
state, the individnal, and saciety in
measurable and specific ways that must he
encouraged and strengthened.

To Higher Education and Through Completion

The overarching goal of this plan
targets 25-34 vear olds in Texas as the
population to achieve 60 percent
postsecondary attainment by 2zo30. Tracking
their completion rates and educational
attainment will provide an indicator of the
state’s economic firture and possible
workforce deficits for areas requiring
postsecondary training over the next several
decades.

Texas community and technical
colleges, public and independent colleges and
universities, health-related institutions, and
private career colleges will play a crucial role
in meeting the Gox30 overarching goal.
Aligning postsecondary programs with the
state’'s workforce needs will require a
thoughtful process that not only acknowledges
the value of workforce demands, buat that also
acknowledges the creativity, diversity, and
varied strengths of students. Many of those
woorkforee skills will include soft skills and
knowledge not easily aligned to a specific job
or induastry, Liberal arts studies, for example,
often hone these skills and over time create
flexihility and resourcefulness for individuals,
allowing them to adapt nimbly to the jobs of
the future while meeting current needs.

Matching Credentials to Workforce Neads
When matching credentials to
waorkforce needs, the role of hisher education

is eszential, as is coordinating efforts with
busineszes and communities, Jeff Strohl,
Director of Research for Georgetown
University's Center on Education and the
Workforce, states that, “Without this
[collaboration], increased education can just
mean increased unemplovment and higher
levels of mismatch,™s
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To achieve workiorce success for
stndents, institutions in the state will need to
reconnect with the reason that most students
go to college. In a recent UCLA stady, 88
percent of surveyed students identified
“retting a better job” as the most important
reazon for attending college.'® This statement
is not to suggest that institotions hold the only
key to workforce success in Texas, but they
will play a critical role. Some workforce
suecess will depend on external factors, auch
as a strong economy to retain graduates from
Texas institutions and to attract sraduates
from other states.

K-12, Two-year, and Four-year Alignment

The state will achieve its gaals for
higher education throngh many strategies,
and zeveral factors will influence students to
complete certificates and degrees.

Figure 5. Many Components Infuence Student Completion.

Higher levels of cooperation among
higher education, E-t2 education, and
workforce leadership will be required to



create pathways to careers and high-demand
jobs. Two-year and four-year institutions will
need to collaborate and align lower-division
curricula so that stundents receive a coherent
and rigorous general education, while being
assured that their conrses will transfer and
count toward degrees, Texas will need more
online education and more innovation, such
a3 applied baccalaureates offered through
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commmuuity colleges, as well as competency-
based programs. Institutions of higher
education will need to work together more
clozzly on such issues as teacher training,
professional development, and college
readiness. All of these strategies will combine
to hit the targets of this plan and produce the
best outcome for Texas and its students,



Vision
Draft Vision for the 6oxz0TX Higher Education Strategic Plan
Higher education iz attainable for all Texans through challenging
and diverse learning environments that foster individual potential and
maximize the societal and economic contributions of graduates,

The 2030 Higher Education Goals for Texas

Completion

This section contains the goals, targets, and strategies of the next Texas higher education
plan. The goals contain broad language to provide latitude in achieving them. Although
measurable, each goal’s design allows institutions to respond according to their needs and
environment. The result of many meetings and discussions, the goals of this plan rest on the
careful assessment of the possible, ®

The plan's targets are key to achieving each goal. Additional targets might have been
included in the plan, but input from many stakeholders deemed the ones that appear critical for
the state’s future workforce needs and prosperity. Ome plan cannot respond to every educational
aspiration in the state, bat it can drive success through focused goals and targets, If the state and
its institutions of higher education implement successful strategies to reach each target, the
state will reach each goal.

Implementing strategies for reaching each target will require both top-down and
bottom-up approaches at institutions of higher education and both public and private
partnerships. Institutions should collaborate with state agencies such as the Texas Higher
Education Coordinating Board, Texas Workforce Commission, and Texas Education Agency, as
well as with local, regional, state, and national companies that extend far bevond the institutions
themselves. The challenge will be to develop fhaid solutions that produce changes over time. The
stratezies in this plan represent only some of the solutions that will help institutions reach the
targets and overall goals for higher education in Texas and educate the necessary workforee to
remain globally competitive and econondecally diverse.
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Overarching Goal

60x30

By 2030, at least 60 percent of Texans ages 25-34 will
v have a postsecondary credential or degree.

Thi= zoal takes into account not only gradoates of
Texas institutions but also the in-migration of new
residents who hold postsecondary credentials. Achieving
thizs ambitions goal means improving at a higher rate of
attainment than Texas has done during the average of the
five best years since 1098, Fetaining graduates from Texas
institutions also will be necessary to reach this goal, as will
attracting sraduates from other states,

Big State, Bold Numbers

To reach this goal, 2.7 million Texans ages 25-34
will need to have attained a postsecondary credential by
2030. According to 2013 data, only an estimated 1.3
million residents in this age group had attained a
pastsecondary credential.» The same data show that
Texans ages 25-34 lag the 11,5, average in attainment of
associate and bachelor's degrees by 234,004 completers.
The outcome of continning this trend will be a poorer and
significantly less competitive state. Achieving the Gox3o
goal is critical for Texas to
remain globally competitive,
Strategies to Achieve This Goal

To achieve &0 percent
attainment among 25 to 34 year
olds, community and technical
colleges, which tend to focus

Scope

Measurea the percent of the Texas
population with a post=econdary
credential and counts each
individoal cnce, inchoding
= those who migrate into
Texas with credentials
= those who receive
credentials in-state
Targets 25-34 vear olds
Includes credentials earned over
multiple years
Includes professional/doctoral
dezress
Focuses on the percentage of
credentials needed to supply
workforce demand and remain
globally competitive

more closely on local school districts and local or regional
government, will need to continne strengthening connections and
partnerships with school districts. Four-year institutions, which tend

to focus more on state and national issues, may need to build and
strengthen their connections to local or regional independent school districts. P-16 councils,
adult education learning programs, dual-credit programs, early colleze high school programs,
and affordable baccalaureates — to name a few — will help to connect institutions to local and
regional communities and support edncational attainment in Texas. Two-vear and four-year
institutions working together can also support each other in reaching this goal.

Matching the 60x30 Goal to Demographics

Educational attainment for Hispanics and African Americans will have a major impact
omn the state's future economic development and competitiveness. Already thess twe populations
make up more than 6o percent of the K-i2 pipeline for higher education in Texas® — canse for
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sovernment, institutions, community reach this goal without them. Pozitively
organizations, and business leaders to rally affecting the life of one economically

around the common canse of ensuring all disadvantaged stndent through higher
Texans have access to higher education and education can improve the prozpects for an
the means to pursue it. entire family. The attainment of higher

A y i education for those individuals throngh
Encoursging snd supparting economically degree and credential attainment tramslates

dizadvantaged stndents also will play a " £t
: y i into stronger communities and greater
tremendous role in helping the state reach its capacity for workforce success — the key to the

tioxzo goal. More than Ho percent of high 2 ; !
school graduates in Texas are economically continued prosperity of the state and its

dizadvantaged, so the state cannot hope to residents.
zoal and Interim Benchmarks 2020 2025 2030
» Increase the percent of Texans ages 25-34 4% b4% 0%
with a postsecondary credential to at
least ...

These benchmarks ensures progressive improvement af state
educational affainment throughout the plan years.

Possible Strategies

1. Provide higsh-quality adult education programs to improve educational attainment for
educationally nnderserved adults.

2, Imcrease efforts to promote college attainment to students and parents prior to high
school, including collaboration with existing organizations to ensure consistent
messaging,

3. [mprove opportunities for students to pursue and complete hisher education, including
developing practices to encourage stop-outs with more than 5o semester credit hours
to return and complete a degree or certificate.
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COMPLETION

Goal: By 2030, at least 550,000 students in that year
will complete a certificate, associate, bachelor’s, or
! master's from a Texas public, independent, or
. for-profit college or university.

Unlike the 6ox30 goal, this goal pertains solely to credentials produced at Texas
institutions of higher education. To mest the future workforce needs of Texas, the state’s public

colleges and universities will need 550,000 completions
by students in the yvear 2030, a significant increase in the

number of postsecondary awards, All total, during the 15 Scope
vears this goal is measured, Texas will avard 6.4 million ” i St

; : ; ; *  Measures the number
certificates and degrees by reaching this goal. ire St il T otk
The Target Populations for This Goal of higher education produce each

These numbers take into account a growth rate of fear

roughly 4 percent for certificate and degree completions. . :
Thi= rate of growth may not ssem very aggressive until the EE:?Q?S:;;:“EH e
targets for this goal are examined; this goal calls for
significant increases among African Americans, * Breaks down the number of
Hispanics, males from these and other sroups, and credentials needed to reach this
economically disadvantaged students. The aim of this goal zoal into completions by ethmicity,
is nof only to achieve a large number of completers from iﬁ’ and economic
Texas institutions, but also to achieve parity for antage

underreprezented populations in Texas hizher education.

Viewed through this lens, thiz goal i3 bold and very Texan.

In addition to the populations mentioned in this goal's targets, institations will need to
target female STEM students, veterans, adulis who have completed and left but never
completed their degrees, and stndents in adult basic education programs, among others,
Reaching this goal also will require greater numbers of college-ready
high =chool graduates and will mean directing more participants in the
state GED and adult basic education programs toward certification
and other postsecondary programs. Reaching, enrolling, and
gradnating students who are at risk of foregoing or “stopping out” af
higher education without a degres because of economic factors will be
particularly important and may be addressed through institutional
innovation. Although overlaps exists for the targets that will help to
achieve thiz goal (e.g., a student may be both Hispanic and
economically disadvantaged), all of the targets will make a difference
in the state's future and move Texas toward greater prosperity.
Time-to-Degree Factors

Substantial evidence suggests that institutions need to be more prescriptive in their
efforts to help students narrow their choices as they navigate higher education. An analysis of
students who had “stopped out™ of higher education between 2008 and 2012, for example,
revealed 48,000 university students had stopped out with oo or more semester credit hours,
and 161,000 two-vear college students had stopped out with 55 or more semester credit houars. >
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Since 2000, Texas has made measurable
progress in improving sraduation rates, but it
must 2ustain and strengthen thess efforts for
the state to compete successfully with other
states and countries. As of 2014, the state’s
six-year graduation rate was §o.5 percent for
public, four-vear institutions, but if the twa
muost selective public universities in the state
are extracted from the data, the state’s overall
graduation rate falls to around 53 percent. For
twio-year institutions, the current six-year
graduation rate for associate degrees is about
28 percent.==

Strategies to Achieve This Goal

To reach the Completion goal,
institutions of higher education in Texas will
need to support students early to help them
persist in their higher education pursuits. This
may include expanding co-requisite class
opportunities for developmental education
students, which allow students to take credit-
bearing courses at the zame time they are
taking courzes to improve their skills.
Institutions alzo may need to consider
competency-based programs that allow adult
students to move through blocks of classes
bazed on what they know for a fixed semester
cost, regardless of the number of courses a
student iz able to complete successfully in one
semester.

Using assessments, such as the Texas
Success Initiative Aszessment, will enable
institutions to accurately determine stndents’
strengths and weaknesses and give advisors
the ability to provide better counzeling to
students bazed on thiz information. Electronic
degree plans that allow students fo fype in
majors and receive a list of the required
courses needed to complete a specific degree
in four vears could greathy help students. They
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conld avoid taking classes nnnecessarily and
avoid prolonging the time to a degree, Studies
show that achieving 30 semester credit hours
(SCH) in Texas during the first vear of college
is critical for students to persist and complete.
Achieving 30 SCH in the first vear might
happen in a pumber of ways, including (1) by
students taking two semesters of 15 S3CH
during the traditional academic vear, or (=) by
students taking two semesters of 12 3CH
during the traditional academic year and one
session of 6 SCH during the summer,
Reducing the time to a degres will help
students persist in completing postsecondary
credentials, which will increase the number of
graduates and help reach this goal.

Inherent in this goal also will be
strengthening snided pathways between two-
and four-year institutions and alisning lower-
divizsion curricula across institutions and
degree programs so that smdents receive a
coherent and rigorous education that will
transfer between colleges and count toward
degress,

How the Complefion and 60x30 Goals Differ

This goal closely relates to, but differs
from, the Goxzo zoal. The Completion goal
tracks annual awards earned; the fox30 Zoal
tracks the level of education of the state’s 25-
to 34-year-old population. The Completion
zoal contains targets that build toward
soo,000 degrees awarded solely by Texas
institutions in 2030 with the understanding
that growth in degree production will be
critical to reach So percent in the Sox3zo zoal
The Completion goal helps ensure that
growing numbers of Texans, and the state aza
whole, reap the personal and societal benafits

that come from completing high-gquality
degrees and certificates.



zoal and Interim Benchmarks 2020 2025 2030

> Increase the number of students completing 376,000 455,000 550,000
a certificate, associate, bachelor's, or
master's from a Texas public, independent,
or for-profit college or university to
at least ...

The first four targets are directly related fo the Completion goal.
To reach this geal, Texas will need fo mainfain the strong degree
production increases that it has experfenced in recent years.

Targets to Reach the Goal 2020 2025 2030
» [ncrease the number of Hispanic students 138,000 198,000 285,000
completing a certificate or degree to
at least ...

This target and the next one will help increase parity across
completers for groups that have traditionally been underrepresented.
» Increase the number of African American 48 000 59,000 76,000

students completing a certificate or degree
to at least ...

P Increase the number of male students 168,000 215,000 275,000
completing a certificate or degree to
at least ...

The percentage of women enrolled in and graduating from higher
educafion institutions has grown and men are not keeping pace.
This target provides a means to monitor progress toward gender parify.

» Increase the number of economicaily 146 000 190,000 246 000
dizadvantaged undergraduate students
{PELL Recipients) completing a certificate
or degree to at least ..

Eronomically disadvantaged studenis are less likely to succeed in higher educafion than their
non-economically disadvantaged peers. This target emphasizes the importance of improving
completion rates for this subgroup.

» Increase the percentage of all Texas public SB% B1% 65%
high school graduates enrolling in a Texas
public, independent, or for-profit college or
university by the first fall after their high
school graduation to at least ...

Students whao enroll directly fram high school into college are much
more likely fo be college ready. This targef helps to ensure high school graduates
enroll in higher educafion at rates that support the Completion goal.
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Possible Strategies

Support the complation pipeline by ensuring student access “to™ higher education

1.

2.

Scale up and zhare practices that support academic preparation of students for
postzecondary education.

Scale up and share practices that gnide students to higher education (for example,
encourage a college-going culture, improve advising, and simplify the enrollment
process).

[ncrease participation by economically disadvantaged high school students in dual
credit and other college-level courses,

Increase completion by improving student progress “through® highar education

4.

i

Tse innovative approaches for content delivery and assezsment fo improve
completion and reduce student cost, e.g., guided pathways, prior learning assessments,
and competency-based education models.

Employ High-Impact Practices (HIPz) such as first-vear seminars and experiences,
common intellecinal experiences, learning communities, writing-intensive courses,
collaborative assignments and projects, undergraduate research, diversity/global
learning, service and community-based learning, internships, and capstone courses
and projects,

Increase use of predictive analytcs to identify and azsizt stndents at risk of not
completing,

Scale up and share practices that support underprepared students to increase
persistence and completion and reduce time-to-desree, Theze practices may include
pathways to English proficiency for second langnage learners and the nse of
co-requisite courses,

Structure programs and support services in a manner that reflects an
understanding of stndent populations, including economically disadvantaged students,
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MARKETABLE SKILLS

Goal: By 2030, all graduates from Texas public institutions of
higher education will have completed programs with identified
marketable skills.

Thiz higher education plan defines marketable skills a= “those valued by emplovers that

can be applied in a variety of work settings, including interpersonal, cognitive, and applied skill
areas. These skills can be either primary or complementary to @ major and are acquired by
students through education, inclading curricular, co-curricular, and extracurricalar activities.”
In this era of global competitiveness, questions sometimes arise abhont
how best to meet workforce needs, e.g., “Are collezes and universities
graduating too many English and philosophy majors for the job
market? The assumption is that some programs of study lead to
graduates who lack marketable skills. In 2014, more than go percent of
emplovers who participated in a national survey identified the following
skills and abilities as important for new hires:

+ Capacity to think critically, commumnicate clearly, and
solve complex problems

« Ability to demonstrate ethical judgment and integrity

» Intercultural skills

* Capacity for continned new learning=?

This list makes it clear that liberal arts and other majors have much to contribute to the
workforce, but rerardless of the major, students acquire marketable skills within their
programs, 5S¢ how can the state ensure that all sraduates not only gain marketable skills but also
can articulate them? This goal addresses this question by enabling institutions to think more
explicitly about the programs they offer.

Thinking Explicitly about Skills

The programs at many Texas institutions already include learning outcomes within the
framework of their courses. This goal goes a step further and asks institutions to think explicithy
ahout the job skills students learn within programs. Thiz goal also asks institutions to consider
the educational experiences within each program they offer and the functional value of those
experiences in the workplace. In other words, thizs goal asks institutions to think about how
students succeed in the workplace.

Thiz change in thinking will result in students being able to articulate their acquired
skillz to potential employers on a resumeé or in a job interview. The capacity to articulate
acquired skills will help students to succeed in greater numbers in the marketplace and will help
Texas meet its workforce needs. This goal may incentivize students to complete their degrees as
they take courses and help them zee how their programs connect to the workplace. In this way,
this zoal complements the Completion goal and helps sapply the skilled workforce implied by
the doxzo goal.

Marketable Skills for All Programs, All Types of Degrees
Identifving marketable skills for each program of study might seem daunting, but this
task strikes at the heart of why many students pursue higher education. As mentioned earlier in
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thiz plan, 86 percent of surveyved students ina
2012 study said a better job was the
motivation for going to college. s Given the
desires of stndents to gain a better job and the
desires of employers to hire the best workers,
identifring marketable skills gained through
higher education iz essential for both students
and employers,

For this zoal, all program types will
undergo the process of creating, identifying,
and npdating marketable skills, This goal alzo
recoznizes the complex and diverse nature of
the state’s workdforce. As such, the list of
marketable skills that institations of hizher
edncation develop for their programs will be
varied and extenzive and may require
frequent npdates.

Reaching the 6ox30 goal of 0o
percent, however, will be a great achievement
only if the skills attained by studentz meet the
demands of the state's workforce. If most
students, for example, hold an associate, but
the available jobs require bachelor's degrees,
Texas won't meet market demand. For this
reazon, the types of awards held by Texans
will be monitored to ensure that the supply of
degrees aligns with worlforce demand.
Benefits for Institutions, Students, Employers

Mapping marketable skills within
individual programs of study iz central to this
goal. This process will help stndents be aware
of the =kills and knowledge they are learning,
It will help institutions identify the skills and
knowledgze that accompany programmatic

Targets to Reach the Goal

» By 2020, institutions will have created and

implemented a process to identify and

learning omtcomes, It will help emplovers
nnderstand how those skills align with
prospective jobs. To achieve this goal, Texas
institutions of higher education will need to
forge and maintain close partnerships with
the business community to get feedback about
the zkills needed in specific fields by

prospeciive employers.

Strategies to Achieve This Goal

Institutions also will need to
implement strategies such as building a
network of paid internzhips that count as
college credit for students, Additionally,
institutions may need to consult chambers of
commerce, worldforce development boards,
and other workforce-related organizations to
identify marketable skills for particular jobs
and industries.
Connection to the 60x30 Goal

Thiz goal connects to the overarching
zoal of educational attainment because
alimning higher education with workforce
needs will zive students a clearer pichare of
the jobs for which they gualify after
rraduation and will encourage them to persist
toward degres completion. In addition, the
zoal will create new lines of communication
between institutions and emplovers that will
open doors to student opportunity and
emplover satisfaction and innovation, while
also creating greater institutional awareness
of unigque program offerings and

opportanities,
2020 2025 2030
100%: Continuously Updated
Implemented

regularly update marketable skills for each

of their programs, in collaboration with
business and other stakeholders.

Students need to be mware of the marketable skills affiliated with their

programs. The targefs above ensure that institutions document, update,

and communicate to students the skills acquired in their programs

so that students can communicafe those skillz fo potential employers.

Target years can be modified fo accommodate institutional program review cycles.
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» Maintain the percentage of students who 80% 80% B0%
are found working or enrolled within one
year of earmning a degree or certificate.

It is important to the state that a substantial portion of Texas completers remain in the state
and are employed or pursuing additional education.

Possible Strategies

1. Convene a statewide advisory group to identify general characteristics of
institutional and program quality. This advisory group should include representatives
from institutions, industry, and other relevant stakeholders,

2. Establish collaborations among institutions. state, resional, and local emplovers to
define desirable =killz, and identify programs and courses in demand that offer
those skills,

3. Increase the guality and availability of information targeted to students about the
transition from higher education to the worldorce, including information about the
transferability and alisnment of skills. Thi= information should be available through
academic and career advising strategies.

4. Ensure marketable skills are integrated into curricula such that there are established
mechanizms for students to demonstrate those skills.

t. Leverage existing efforts to ensure that marketable skills are addressed in every
program, such as Liberal Education and America’s Promize (LEAF) and Degree
Omalification Profile (DOQF).
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STUDENT DEBT

Goal: By 2030, undergraduate student loan debt will not
exceed 60 percent of first-year wage for graduates of Texas
public institutions.

=P

College affordability impacts student debt load, and unchecked student debt impacts life
choices such as buying a house, raising a family, and saving for retirvement. The health of Texas
depends on a population that is economically healthy and has dizcretionary income, As with
other states, most of the Texas budget comes from taxes, and between 20 and 30 percent of the
state's revenme originates from sales taxes.*s The more discretionary income that is available to
an individual, the greater the individual's purchasing power and the greater the state’s potential
revenues from sales taxes. Individual purchaszing power also affects local governments that
heavily depend on property taxes for their operating budgets. A population that can contribute
to these tax bases is vital to the economic healih of Texas, and students saddled with
unreasonable loan debt cannot contribute to the state’s revenme stream,

Texas Student Debt on the Rise

Although Texas student debt has not reached national levels, it is on the rise at a rate of 8
to g percent annually, At this pace, stmdent debt will become a deterrent to much larger
numbers of Texans making decisions ahout pursning hisher education. To help students avoid
debilitating debt after sraduation, Texas public institutions of hizher education will need to
examine the affordability of aftaining postsecondary credentials, The
less affordable a higher education is, the more debt students will accrue
and the more access will be denied for those with the sreatest financial
need. This goal focuses on student loan debt in relation to first-vear
earnings with the nunderstanding that collepe affordability is critical to
achieving this goal and the other higher education goals in this plan.

Students with Debt but No Degree

This goal also considers defanlt rates in maintaining a health
balance between debt levels and earning power, Data from Texas
Guaranteed, which are included in the Stafe of Student Aid and Higher Education in Texas
report, indicate default rates have risen in the last 10 years and that a larger share of students
with small loans defanlt when compared to students with large loans. For stadents who borrow
and do not complete their degrees, the average default rate is higher, About one-quarter of Texas
student borrowers borrow leas than $5,000 and leave college without a degres; of those, one in
four defaukts,=

This izsue highlichts the connection between the Student Debt and Completion goals in
thizs plan. Because Inan debt jeopardizes financial stability, it can nndermine the perceived
return on investment in hizher education. This issue, in turn, affects the decisions of potential
students about pursning a postsecondary credential, which has long-term repercussions for
students’ earning power and the state’s workforce needs. Given the higher income and tax base
associated with education past high school, the state's revenmes will suffer if some students
perceive that higher education is an option reserved only for =ome Texans,

Strategies to Achieve This Goal

To achieve thiz goal, institutions will need to steer students toward degree plans early in

their postsecondary careers. Evidence suggests that institutions of higher edncation need to be
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more prescriptive in helping students
narrow their choices when navigating
through higher education. = Emphasis in
thiz area will help students avoid taking
excessive SCH, which lead to greater costs
and more debt in pursuit of an associate or
bachelor’s degree, As of 2014, siudents in
Texas averaged off 3CH to complete a two-
year degree and 145 SCH to complete a four-
year degres, while most programs of stndy
require only 6o and 120 SCH, respectively,=#
Excessive semester credit hours for degree
completion in Texas contribute to student
debt and lesz than timely completions.

Continued institutional emphasis on
on-time completion will be integral to
helping students avoid the higher costs
azsociated with attending college for a fifth
or sixth vear in pursuit of a degree. Many
studies have shown that the costs associated
with the fifth and sixth years of study among
sig-vear graduates are much higher than the
first four years and produce much greater
student debt. BEeturning to an expectation
that students graduate in four vears will
help to reduce student debt,

Student Choices Based on Talent, Interests
Another intention of this goal is to
balance costs relative to areas of study so
that students can choose programs bazed on
their talents and aspirations and not solely
baszed on the needs of the job market or the
starting salary for a particular field. Loan
debt, for example, might discourage some
stndents from pursuing a career in K-12
teaching becanse teachers’ starting salaries
are generally lower than the mean for all
starting salaries of four-year sradnates. The
zame iz true for social workers, journalists,
artists, andmmmnmtywurkms As a result,
the Etatewukl EXpErience greater shnrtages
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in important fields, such as teaching and
social work, if student loan debt spikes to
the point where a majority of students
choosze programs bazed entirely on their
potential income,
Roles of Student, Institutions, and State in
Making College Affordable

College affordability is key, and
three groups directly influence college
affordability:
» Siudents can make an impact by
maintaining the lowest possible debt
levels and making zood decizions
about their time and finances during
and after college, by maintaining an
affordable colleze lifestyle, and by
understanding the total cost of
borrowing money.
» Colleres and universities can affect
affordability by striving to reduce
expenzes, while maintaining quality
and ensuring that stndents know
what they are buying and whers
their educational choices will lead
them after college,
* The state can infiuence affordability
by adequately funding higher
education.
Connection to the 60x30 Goal

These actions increase access and
perzistence, expand students’ options for
majors and careers after graduation, and
advance other life choices. Helping students
complete credentials and balance debt levels
will help the state reach the dox3o goal in
this plan and will lead to healthier
individual finances and a stromger state
£CONOMmY.



Goal and Interimn Benchmarks 2020 2025

Maintain undergraduate student loan debt at G0% 60%
or below 60 percent of first-year wage for
graduates of Texas public institutions.

These benchmarks ensure student loan debt levels stay in balance
with the earning potential of the credential.

Targets to Reach the Goal 2020 2025

» Decrease the excess semester credit hours 12 6

{SCH) that students attempt when completing an
associate or a bachelor's degree.

Thiz target focuses on decreasing the total SCH
to degree to reduce costs and debf,

> Work to limit debt so that no more than half S0% S0%

of all students who eam an undergraduate
degree or certificate will have debt.

Thi= targef focuses on decreazing the overall number of
students who have student loan debt.

Possible Strategies

1.
2.

Fundamentally redesign higher education funding for the betterment of students.

Convene a statewide advizory group to determine ways to better advise students and
parents on financial aid options and impacts before and during their college careers.

Make higher education more affordable and acceszible to students by optimizing state

and other funding sources and fully funding grants for eligible students.
Support experiments for more affordable baccalaureate initiatives,
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The Challenge for Higher Education in Texas

The purpose of the fox30TX plan is to
set goals for higher education in Texas for the
next 15 years to help the state meet the needs
of its workforce, communities, and citizens.

To compete and remain relevant in the fotare,
Texas workers must attain quality
postsecondary credentials, and they must
complete those credentials and exit their
programs with skills emplovers need. If those
workers are to provide the state with sufficient
revenue, they also must exit their programs
with no debt or reazonable debt, given their
incomes. Thiz plan addresses each of thess
areas throogh higher education goals aimed at
the continued progress of Texas.
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By design, this plan is Texaz-bold
because it iz Texas-achievable. Az President
John F. Eennedy once said about going to the
moon, “We choose to go to the moon ... and
do other things, not becanse they are easy, but
becanse they are hard, becanse that goal will
serve to organize and measure the best of our
energies and skills, becanse that challenge is
one that we are willing to accept, one we are
unwilling to postpone, and one which we
intend to win.™7

{For more information about how this plan
wnas developed, see Appendit A.)
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