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Final Report to the West Virginia Select Committee on Outcomes-Based Funding Models in
Higher Education

Report Background

Senate Bill 436 and Select Committee on Outcomes-Based Funding Models in Higher Education

During the 2012 legislative session, the West Virginia Legislature passed Senate Bill 436, which directs
the Joint Committee on Government and Finance to create a select committee charged with making a
specific and detailed analysis of outcomes-based funding models used in higher education and providing
recommendations to the Legislature on incorporating these models into the state’s financing policy.

Specifically, the legislation charged the committee to report with recommendations on implementing a
state-level financing plan, which includes:

e Areview of existing outcomes-based funding models for institutions and systems of higher
education;

e |dentification of the top three to five public policy objectives that are to be the focus of the
financing policy;

e Areview of outcomes-based funding models in other states, including whether these policies
have succeeded in influencing institutional and system behavior;

e Recommendations on how to balance the need of institutions for stability with the demands of
the state for services as identified in Vision 2020 and the public policy agenda;

e Recommendations on methods to develop a workable balance between addressing the
well-being of institutions and the success of students; and

e An analysis of the impact of different models on institutions with widely differing missions,
including recommendations on selecting and implementing the appropriate model for each type
of institution specifically noting the impact of selected models on community and technical
colleges, baccalaureate colleges and regional universities, and research universities.

Non-committee partners

The committee worked with HCM Strategists, LLC * (HCM) and the West Virginia Higher Education Policy
Commission (HEPC) to guide the development of recommendations and analysis aligned with the
committee’s charge.

HCM'’s work was supported through West Virginia’s membership in the College Productivity Strategy
Labs network funded by Lumina Foundation. This support included non-partisan project management,
facilitation of meetings with key stakeholders, expertise in the research and understanding of other
state outcomes-based funding models, review of analyses prepared by the HEPC, and production of this
final report with recommendations, as guided by the committee and outlined in Senate Bill 436.

' Hem Strategists, LLC (HCM) is a public policy and advocacy consulting firm founded in 2008.



HEPC worked with the committee and HCM to coordinate meetings with key stakeholders, respond to
legislative data queries and produce data analysis of various outcomes-based funding model options in
line with the policy recommendations of the committee.

Process

This report is the culmination of a seven-month process that included monthly meetings of the
committee, consultations with system leaders and institution presidents and continued data and

formula option analysis.

Initial meetings of the committee focused on understanding West Virginia higher education attainment
needs and the establishment of primary policy objectives to guide the state’s higher education funding
policy. These meetings included a review of the research and best practice considerations for outcomes-
based funding models, including examples from other states, and a review of prior formula
recommendations from HEPC and the West Virginia Community and Technical College System (CTCS)
and examples of outcomes-based funding models in other states. The committee also benefitted from
the state’s membership in the Southern Regional Education Board (SREB) and the Lumina College
Productivity Strategy Labs. Dr. Cheryl Blanco of the SREB presented the organization’s recommendations
to policymakers and institutions for development and implementation of outcomes-based funding
policies. WV HEPC staff participated in a Strategy Labs performance funding site visit with peers from 13
other state’s that are in the process of developing, implementing and sustaining outcomes-based
funding policies in their respective states.

The policy objectives established a foundational understanding of outcomes-based funding models and
design principles. Subsequent meetings of the committee focused on a review of potential metrics
aligned to the state priorities, formula model options, impacts on various institutions, and
considerations for potential implementation of an outcomes-based funding policy.

The remainder of this report addresses specific report elements requested in Senate Bill 436, including
the recommendations, considerations and next steps for incorporating an outcomes-based funding
model into West Virginia’s higher education finance plan.

Background of Outcomes-Based Funding for Higher Education

Increasing numbers of state policymakers are turning to the prospect of outcomes-based funding as a
leverage point to align the state’s financial investment in higher education with the state’s higher
education goals and priorities. These policymakers see a strategic disconnect between the state’s
current higher education needs of increased completion and attainment and the traditional funding
methods for colleges and universities—typically an enrollment-based allocation (a defined dollar
amount per student enrolled at the beginning of the semester) or a historic-based allocation (prior
institutional allocation, plus or minus a certain percentage based on the current year’s budget context).
As a result of this disconnect, approximately 33 states are currently implementing, developing or
considering outcomes-based funding policies that align some portion of the state’s higher education



investment with the state’s higher education goals and policy priorities.” Outcomes-based funding can
be a powerful tool to promote improvement, refocus institutional priorities, and increase efficiency.

Graphic: Status of Outcomes-Based Funding Policies, as of November 2012
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Outcomes-based funding (also referred to as performance-based funding) is not a recent policy
development in higher education—an analysis of state adoption of these funding policies found that 26
states adopted some form of outcomes-based funding between 1979 and 2007. However, several of
these earlier models were abandoned because of flaws in development, design, or implementation.
Research into the effectiveness and sustainability of these funding models has informed the
development of more recent models in several states. Further, the lessons and research from these
earlier models has framed a general consensus among higher education policy experts about
foundational development, design and implementation considerations of outcomes-based funding
policies. Lumina Foundation through its Four Steps to Finishing First policy agenda as well others have
published research-informed analyses of these early models and how states can ensure new outcomes-
based funding policies address the shortfalls. (See Appendix A for a bibliography of outcomes-based
funding publications, research and reports and Appendix B for an overview of selected state outcomes-
based funding models).

? Productivity Strategy Labs and NCSL state performance-based funding tracking



Informed by Research: Foundational Design Considerations for Outcomes-Based Funding

As noted above, there have been many studies regarding the development, implementation, and
revision of outcomes-based funding policies for higher education. These analyses shed light on some of
the major concerns, policy and political implications, and successes of outcomes-based funding
formulas, which have guided the advancement and refinement of more recent outcomes-based funding

models.

The section below details several foundational design considerations, grounded in the lessons informed
by research of earlier models and the advancements incorporated into more recent outcomes-based

funding models.

Design Consideration #1: Define the state’s higher education goals to guide funding priorities.

e Informed by research: Research shows that aligning funding with statewide priorities can lead to
greater scrutiny of effectiveness of campus programs and services and promote better
alignment between campus planning, budgeting, and performance.’ However, several of the
earlier outcomes-based funding models were not clearly linked to a definitive goal or well-
defined policy priorities and objectives for the state’s investment in higher education. As such,
the funding policy was trying to be all things to all priorities, sending mixed and often misaligned
signals to institutions.

e Advancements: More recent state developments in outcomes-based funding policies have been
anchored around an overall goal and related policy priorities for higher education. Tennessee’s
outcomes-based formula is grounded in the priorities and principles outlined by the Complete
College Tennessee Act of 2010.* Indiana’s model is framed by the policy priorities and
attainment needs of the state, as further articulated in the state’s higher education strategic
plan.® This critical advancement recognizes that to properly align a state’s investment in higher
education with the state’s priorities, agreement on the state’s goals for higher education must
come first.

Design Consideration #2: Keep it simple, with limited, clearly defined and measurable metrics.

e Informed by research: Likely a direct result of the lack of a well-articulated goal and policy
priorities to guide the funding model, earlier models were often weighed down with too many
outcomes-based metrics. These metrics complicated the funding system, and in many cases the
metrics were not easily understood or lacked reliable data.®

e Advancements: With higher education policy and attainment goals articulated, states are able to
design simple and relatively easy to understand models that incorporate limited, well-defined

outcomes-based metrics.

> Joseph Burke and Associates, Funding Public Colleges and Universities for Performance (Albany: Rockefeller Institute Press, 2002).

* Information on the Complete College Tennessee Act of 2010 can be found at http://tn.gov/thec/complete_college_tn/ccta_summary.html.
® Information on the Indiana Higher Education Strategic Plan, Reaching Higher Achieving more can be found at:
http://www.in.gov/che/2349.htm

€ Kevin J. Dougherty, Rebecca Natow, Rachel Hare, and Blanca Vega, “The Political Origins of State-Level Performance Funding for Higher
Education: The Cases of Florida, Illinois, Missouri, South Carolina, Tennessee, and Washington”, Community College Research Center, (2011)
http://ccre.te.columbia.edu/Publication.asp?UID=819



Design Consideration #3: Promote mission differentiation and protect against mission creep.

e Informed by research: State goals and priorities should be the framework around which the
outcomes-based model is built. Metrics by which institutions are measured should be limited
and clear. However, it is also important that models recognize a system of higher education and
the specific mission or role that each type of institution within that system plays in advancing
the state toward its higher education goals and priorities. Many early models treated all
institutions the same, promoting mission creep or putting certain institutions at an immediate
disadvantage regardless of actual performance.

e Advancements: States with more recent outcomes-based funding models have recognized the
need to maintain a clear focus on advancing state priorities and goals. However, these models
also provide opportunity for all institutions to succeed and contribute to the state’s overall
higher education objectives through their respective institutional missions. States such as
lllinois, Tennessee, and Indiana have addressed mission differentiation by applying unique
metrics and/or weighting the application of those metrics differently based on institution type.
Ohio established three different formulae (and separate allocations of funding) for its three
types of institutions—main campus (research), regional (comprehensive), and two-year.

Design Consideration #4: Provide extra incentive for the success of certain student populations.

e Informed by research: Unless explicitly accounted for, outcomes-based funding models that
reward success (i.e., graduation rates) could have the unintended consequence of rewarding
colleges that have better prepared students or provide incentive for colleges to make
admissions criteria more restrictive.” These unintended consequences not only close doors to
certain students but ultimately harm the state’s ability to achieve its goals as the success of
these student populations is often essential for the state to meet its attainment goals.

e Advancements: Recently, states have addressed this issue in a combination of ways, such as
rewarding student progress including remedial coursework, credit accumulation, or other key
benchmarks toward completion.® These metrics, referred to as “momentum points,” are based
on research conducted by Community College Research Center for the Washington Board of
Technical and Community Colleges. They represent key points that lead to greater persistence
and success, irrespective of student background characteristics—social and academic.’ This
research has been used to inform the development of outcomes-based funding policies and
associated metrics in several states, including Arkansas, Ohio, Tennessee, lllinois, Indiana,
Nevada, Tennessee, and Washington. States also have added extra weight or incentive to
institutions for the progress and degree completion of student populations whose success is
essential to the state meeting its attainment goals but who typically enter college less prepared.
These populations often include low-income, academically at-risk, and adult students.
Additionally, states have shifted from the use of rates (e.g. persistence rates, graduation rates)
to the use of counts. This approach helps protect against incentive to restrict access to less

" Dougherty, et al., 2011
® Nancy Shulock, “Concerns About Performance-based Funding, and Ways that States are Addressing these Concerns,” Institute for Higher
Education Policy and Research, (May, 2011) http://www.csus.edu/ihelp/PDFs/B_performance%20funding_05-11.pdf

® For more information on Milestone and Momentum Point research see: http://ccrc.tc.columbia.edu/Publication.asp?UID=570




prepared students while still ensuring that each institution is rewarded based on its contribution

to the state’s overall goal.

The impact of outcomes-based funding—research and state experience

The design considerations articulated in this report are a direct result of research and analysis conducted on
earlier funding models that linked dollars to performance outcomes. This earlier research sought to understand
the impacts of outcomes-based funding on institutional behavior and student outcomes. States such as Ohio,
Pennsylvania, and Washington have documented increased outcomes correlated with performance funding

policies.

e Ohio: Ohio’s Success Challenge Program, part of a group of performance funding programs, was found to
have reduced median time to degree for in-state bachelor’s degree graduates and increase by nearly 10
percent the number of in-state bachelor’s graduates earning their degree in between 1999 and 2006.
(from “Ohio Experience with Outcomes-Based Funding”)

e Pennsylvania: Since 2002, the state has documented a nearly 10-point increase in overall four-year
graduation rates, including increases of 6 and 9 points for African American and Hispanic students and a
jump in persistence rates, especially for Hispanic students, who saw a 15-point persistence improvement.
All while institutions increased enrollment by nearly 20 percent. (data provided by Pennsylvania System
of Higher Education)

e  Washington: A review of Washington’s Student Achievement Initiative found increases for the number of
students reaching key benchmarks in nearly every measured area. This includes basic skills attainment,
persistence and completion. (from Washington State Board of Community and Technical Colleges).

While these impacts are encouraging, it is difficult to attribute them directly to the funding policies. Perhaps more
important is research that indicates aligning funding with statewide priorities can lead to greater scrutiny of
effectiveness of campus programs and services, promote better alignment between budgeting and performance,
and result in a greater focus on student placement and success. These latter results should be the focus for state
policymakers and higher education officials as they consider the development and implementation of outcomes-
based funding policy. Ultimately, outcomes-based funding is a policy tool meant to align the state’s investment
with the state’s priorities to support and encourage other necessary institutional and system reforms (remedial
education, student persistence, transfer policies, etc.) that ultimately foster greater student success.

Design Consideration #5: Invest real dollars.

e Informed by research: Several analyses into earlier models of outcomes-based funding cite small
amounts of funding as an important limiting factor for the intended impacts of the funding
policies.'® These earlier models linked a very small proportion (often 1 or 2 percent) of an
institution’s total state allocation to the established outcomes. If the large majority of
institution funding remains based in prior allocation models, it will be difficult for the outcomes
metrics to drive behavior and produce significant results. Additionally, if the outcomes-based
formula is implemented on new money only, this bonus allocation is often the first thing
reduced or eliminated in tight budget climates. Both of these scenarios—limited existing dollars
or new funding only—ultimately continue the existing disconnect between the state’s higher
education policy priorities and its funding policy.

° Dougherty, et al., 2011



e Advancements: Outcomes-based funding is intended to focus institutional attention on key state
priorities. More and more policymakers are recognizing the need to make this alignment real
and significant. States like Tennessee, Ohio, Indiana, Arkansas, and Louisiana have committed
to base a significant amount (5 percent or more) of an institution’s state allocation on the
outcomes-based formula. For example Tennessee’s policy drives 100 percent of the state’s
allocation through its outcomes-based formula for all institutions. Ohio completely replaced its
enrollment component of the formula for four-year institutions with course completion and
degree completion metrics, and the state bases 5 percent (growing to 25 percent) of community
college funding on student progress and outcome metrics.

Design Consideration #6: Protect against large redistribution of funds.

e Informed by research: Several earlier models resulted in a large redistribution of funds between
institutions. Much of this redistribution was the result of a poorly designed model that did not
adequately consider the foundational design elements noted above—especially the use of too
many targets and difficult to measure metrics and the lack of attention to mission
differentiation.

e Advancements: The most important way to protect against large redistributions of funds is to
build a formula grounded in clear, measurable metrics and sound data. Today’s outcomes-based
models typically strike this careful balance of being clearly grounded in the state’s higher
education goals and priorities yet intricate enough to allow each type of institution to improve
and show advancement toward goals. Additionally, some states are employing multi-year
averages (usually three years) to stabilize the data and give institutions time to adjust to the
new funding policy, thus phasing-in the full policy over a number of years.

Design Consideration #7: Engage institutions in the formula development.

e Informed by research: Multi-state research of outcomes-based funding policies has
demonstrated that a lack of institutional engagement and support led to program failure or
abandonment.** Some of these earlier models were developed by legislators and policymakers
with limited institutional engagement or consultation.

e Advancements: A key development in more recent outcomes-based funding policies is the use of
guiding legislation or strategic planning to establish parameters that an outcomes-based policy
must address but which delegates the actual formula development to an entity that often
includes higher education system and institution representation. Consistent elements of this
guiding legislation include: statement of the state’s higher education goals, establishment of the
state’s higher education policy priorities, priority populations (e.g. low-income, adult),
recognition of mission differentiation, amount/percentage of allocation based on outcomes, and
timeline for development and implementation (including phase-in parameters). Arkansas,
lllinois, Nevada, Tennessee, and Texas provide good examples of states that established
legislative parameters and delegated specific formula details to a development committee.

" Dougherty, et al, 2011.



West Virginia and Outcomes-Based Funding: Work of the Select Committee

The foundational design considerations above served as the basis for the conversations and
development process the committee undertook from May-November 2012. As such, the foundational
design considerations inform the final recommendations, further considerations, and next steps put
forward in this section of the report.

1. Establishing the Baseline: Key data points, trends and themes from prior work

To establish a contextual framework to guide the development of goals, priorities, and principles for
higher education and an outcomes-based funding policy, the committee reviewed key higher education
attainment data and trends. The committee also considered the work of relevant prior legislation and

policy documents.
Data as context
The committee considered the following data:

e Attainment Rates: West Virginia is facing a skills gap that will require a significant increase in the
number of higher education credentials being produced by the state’s colleges and universities.
By 2018, 49 percent of all jobs in the state will require some postsecondary education or
training, translating to 20,000 additional postsecondary credentials by 2018."” Yet, West
Virginia currently ranks 48" in the nation for the percentage of adults aged 25 and older that
have a college associate degree or higher (29.9 percent).” The state has made strides in
educating the younger portion of this population with an increase in the education level
between younger and older workers.* However, to reach the benchmark of 20,000 additional
credentials by 2018 will require between 4 and 5 percent annual growth in the credentials and
degrees awarded by institutions each year.”‘

2 Tony Carnevale, Nicole Smith and Jeff Strohl, “Help Wanted: Projections of Jobs and Education Requirements through 2018," Georgetown
Center on Education and the Workforce, (June 2010}, http://www3.georgetown.edu/grad i/hpifcew/pdfs/State-LevelAnalysis-web.pdf
* NCHEMS Higher Education Information, www.higheredinfo.org

" WV College Completion Task Force

'3 Calculations provided by WV HEPC



Figure 1: College Attainment: Percent of population age 25 and older with an associate degree or higher
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Source: NCHEMS Higher Education Information, www.higheredinfo.org

e Enrollment: West Virginia has done a good job increasing access and enrolling students.
Enroliment between 2007 and 2011 increased by 18 percent at West Virginia’s community
colleges and 6 percent at West Virginia’s four-year institutions.’® The state is above the national
average for both the percent of the population aged 18-24 enrolled in postsecondary education
(40.8 percent) and the percent of the adult population, aged 25-49 enrolled (8.8 percent).”’

e Adult students: The adult population (age 25 and older) will be essential for the state to meet its
attainment goals. First, the number of high school graduates is predicted to decline over the
next several years, translating into fewer traditional age college-going students.” Second,
projections show that nearly 72 percent of the workers that will be in the state’s workforce in
2025 are already in the state’s workforce. Additionally, nearly 20 percent of the working age
adults have some college but no degree.’® However, data show that very few of students age 25
or older that enroll in college actually ever earn a credential.” Further, between 2004 and 2009
the state had a 9 percent decrease in the number of credentials awarded to adults age 25 and
older.”

'S WV HEPC Data Portal

WV College Completion Task Force

'® SREB Fact Book 2010

**Completion Task Force

» complete College America, http://www.completecollege.org/docs/West Virginia.pdf
2! WVHEPC, CCA and SHEEO data reporting workbook, version 5. (provided by WVHEPC)



Figure 2: Decline in Adult Credentials Awarded (2004-05-2008-09)
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Source 1: Data provided by WV HEPC “CCA-SHEEO Data Reporting-Workbook, v. 5"

Retention and Persistence: West Virginia is below the national average for the persistence of
students at both two-and-four year institutions. In 2010, less than half (49.4 percent) of
students enrolled at two-year institutions in 2009 returned for a second year. At four-year
institutions just over two-thirds (68 percent) of students from the prior year returned for a
second year.? Additionally, for two-year institutions only 35 percent of full-time students and
37 percent of part-time students earn the expected amount of first year credits.”® At four-year
institutions, 67 percent of full-time students and 35 percent of part-time students earn the

expected number of credits in their first year.?*

Figure 3: First-year to second-year retention rate, CTCS Institutions (Fall 2010)
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Source: NCHEMS Higher Education Information, www.higheredinfo.org

2 NCHEMS, Higher Education Information, www.higheredinfo.org
* Expected first-credits for is considered 24 for full-time students and 12 for part-time students

* Complete College America, ibid and West Virginia Higher Education Policy Commission.



Figure 4: First-year to second-year retention rates, HEPC institutions (Fall 2010)
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Source: NCHEMS Higher Education Information, www.higheredinfo.org

e Completion: The six-year graduation rate of West Virginia’s four-year institutions is 43.8 percent,

below the national average of 55.5 percent. At the state’s community colleges 23.3 percent of

students will graduate within three-years, below the national average of 29.2 percent.”®

% NCHEMS Higher Education Information, ibid. Note, NCHEMs uses data reported to IPEDS for its analysis. For this particular data element, data

collected by WVHEPC shows a slight difference in the data with a 48.5 percent six-year graduation rate reported by institutions to WVHEPC.
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Figure 5: Six-year graduation rates at public four-year institutions (2009)
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Figure 6: Three-year graduation rates (associate’s degrees) at public 2-year institutions (2009)
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Time-to-degree: In 2009, full-time graduates at West Virginia’s four-year institutions took an

part-time students took an average of 7 years. For

.
r

average of 4.9 years to earn their degree
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community college students, full-time students took an average of 4.4 years to graduate with an
associate’s degree; part-time students took an average of 6.1 years to earn their associates.”®

e Developmental Education: Students requiring developmental education is a major barrier to
completion. Only 13 percent of associate-degree seeking students who need developmental
education earn a degree within four years. This is less than half the rate of those students that
do not require remediation.”’

A note about student preparation and higher education outcomes-based funding.

There is a frequent refrain that higher education cannot do better without better prepared students. This
conversation came up early-on in the committee’s work. The committee acknowledged the role that both K-
12 and higher education will play in allowing the state to fully meet its economic and workforce needs.
Ultimately, however, this committee’s work would remain focused on the state’s priorities for higher
education and incentivizing reform to the barriers that exist once students enter postsecondary education
(such as delivery of developmental education, student progression and time-to-degree). Further, outcomes-
based funding could provide incentive for closer collaboration between K-12 and higher education, with
more clearly articulated expectations and pathways for student transition.

Prior legislation and policy documents as context

The committee’s development process included review and consideration of several prior legislative and
policy documents that have offered goals, policy objectives, and strategies for West Virginia higher
education. These documents included:

e Senate Bill 595 (2008)*

e West Virginia Higher Education Policy Commission Master Plan {2007—2012)29

e  Financing West Virginia’s Future: A Funding Model for Higher Education (WVHEPC, 2010/11)*

e Meeting the Challenge: 2010-15. West Virginia Community and Technical Colleges System
Master Plan®

e West Virginia Community and Technical Colleges System Funding Proposal (2009)*?

e Fducating West Virginia is Everyone’s Business: West Virginia College Completion Task Force
Report (2012)*

% Complete College America, ibid.

7 West Virginia College Completion Task Force Report

s http://legiscan.com/gaits/view/595

* https://www.wvhepc.org/Master%20Plan/master%20plan_11.15.07.pdf

* http://wvhepcnew.wvnet.edu/pdf/WVHEPC%20Funding%20Formula%20FINAL.pdf

*! http://www.wvup.edu/Planning/Target_2010-2015_Master_Plan_FINAL.pdf

* http://dctadvisors.com/DCT_Advisors/Finance_files/CCTCE%205eries%202%20-%20Finance.pdf
*https://www.wvhepc.org/resources/Educating%20West%20Virginia%20is%20Everyone%E 2%80%995%20Business%20Report%20from%20the
%20West%20Virginia%20College%20Completion%20Task%20Force.pdf
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Several themes emerged from review of this prior work.

e No consistent, overall statewide goal: Nearly all of the documents recognized a general need to
increase higher education degree production and attainment rates, but the documents did not
offer a consistent, overall statewide goal for higher education attainment. The West Virginia
College Completion Task Force Report and the CTCS Master Plan were the only two documents
which identified specific numbers or attainment goals.*

e Consistency on major policy priorities: Though there was some variation, the documents did
reflect a general consistency on several major higher education policy priorities for the state,
including:

o Increased completion

Affordability/Productivity (Pell students, on-time degree completion)

Adult students

Developmental education reform

Student progression/credit accumulation

High Needs Fields, e.g. STEM

Transfer

Research

0O 0 0 0 0 O

In addition to using these common themes to help frame the conversation, the committee and its
partners explicitly considered relevant elements of the CTCS and HEPC funding proposals throughout
the development process.

2. A Framework for Qutcomes-Based Funding in West Virginia

With the data and prior work as a framing context for the conversation, the committee moved to
establish goals and priorities for state higher education that would then guide the development of
specific recommendations for incorporating an outcomes-based funding model in the state’s higher
education funding plan.

Establishing Goals and Priorities for West Virginia Higher Education

The committee adopted a goal for West Virginia Higher Education to produce 20,000 additional
degrees by 2018. The committee also expressed an interest for West Virginia’s HEPC and CTCS
leadership to further analyze this number and provide a better understanding of how the state should
meet this goal, and what each sector’s expected contribution will be, in alignment with the state’s
projected economic and workforce needs.

*The Completion Task Force report called for 20,000 additional degrees/certificates by 2018. The CTCS master plan articulated a goal of 16,000
new certificate/associates holders by 2015.
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The committee also articulated the policy priorities for higher education that are necessary to achieve
the attainment goal. These priorities are:

e Student success (Completion)

e Student progression and persistence (including developmental education)

e Affordability and productivity (including on-time completion/time-to-degree)

e Institution differentiation (e.g. research and job placement/workforce training)

e Priority populations of adult and low-income students

e Priority credentials for Science, Technology, Engineering and Mathematics (STEM)

For the identified priority populations and credentials, the committee would like continued evaluation
of how to best align these categories with the needs of the state. Specifically for priority credentials,
there was an expressed need to more clearly define the specific STEM fields that are needed and to
identify any needs beyond those captured in the STEM definition.

Guiding Parameters Established by Committee

The establishment of a higher education goal and related priorities was a significant step for the
committee’s work. The committee was then able to direct a general framework for how to align the
state’s investment with these priorities and begin analysis of potential funding options for the state.
This framework included the following parameters:

e Establish two separate formulae; one for the two-year sector and one for the four-year sector.
This would serve as the primary way to ensure the policy was sensitive to the differing missions
of these institutions with the most appropriate model and metrics applied respectively.

e Limit the number of metrics used to measure the established priorities, with some
differentiation across sectors. The committee took to heart the foundational principle of
keeping the formulae simple with a limited number of metrics anchored in the state’s
attainment goal and policy priorities. The committee also recognized that the metrics provide
another option to further differentiate across sectors and ensure the formula provides
opportunity for institutions to succeed.

e Conduct analysis on reallocation of a portion of the state’s existing higher education budget
through outcomes-based formulae. The combination of the state facing a potential budget
shortfall and recognition that the state’s investment in higher education should be aligned to
the state’s priorities led the committee to request initial analysis based on a reallocation of
existing (base allocation) dollars.

Initial Options and Analysis for Outcomes-Based Funding

Directed by the committee’s established policy priorities and formula parameters, HEPC and HCM
worked with Rich Petrick, former chief financial officer at the Ohio Board of Regents, to develop initial
formula options, and analysis was conducted using the committee’s established priorities and
framework considerations along with feedback offered by institutions. This analysis was used to advance
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the committee’s work toward final recommendations and next steps for incorporating an outcomes-
based funding component into the state’s higher education finance policy.

The general approach included the development of two separate formulae, one for CTCS institutions
and one for HEPC institutions. Each formula was developed on a “points” system that multiplies the
outcomes metric (number of students or degrees in priority categories) by a weight that considers
institution mission, student progression toward degree completion, and contribution to state priorities.
The weights include the identified priority populations (adult and Pell), priority credentials (STEM) and
increased weight for higher degrees achieved.

The allocation of points across metrics and as a basis for the distribution of funds is determined by each
institutions proportional contribution to the overall totals. This approach balances two priorities: 1) that
access remains an institutional focus; and 2) that institutions not improving or earning a low share of
total contribution will not be rewarded for this lower performance.

The sections below provide a general illustration and description of the metrics, weights and impact.
Appendix C provides more detailed definitions and charts.

a) Outcomes Metrics: Based upon the established policy priorities of the committee and a desire to
link the identified metrics to the mission and students served by the different sectors, the

following metrics were identified.

CTCS Outcome Metrics

Policy Priority Metrics
Credential Completion: # of certificates and
Student Success associate degrees awarded

Developmental education success: # of students
passing remedial classes in math or English and
number of those students who then pass a
college level course in the same subject within
one year.

Student Progression Momentum Points (credit accumulation): # of
students that have achieved certain credit
thresholds by the end of an academic year — 15,
30 and 45.

On-time degree completion: # of students that
Productivity/Affordability | earn an associate’s degree on-time (2-years) or
within one-year of on-time (3-years).
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b) Distribution of weights: The weights were established to acknowledge both the progression of

c)

HEPC Outcome Metrics

Policy Priority Metrics
Degree Completion: # of associate, bachelors,
Student Success masters and doctoral degrees awarded.

Student Progression

Transfer-in: # of students enrolling in a HEPC
institution that were previously enrolled at a
CTCS institution.

Momentum Points (credit accumulation): # of
students that have achieved certain credit
thresholds by the end of an academic year - 30,
60 and 90.

Productivity/Affordability

On-time degree completion: # of students that
earn a bachelor’s degree on-time (4-years) or

within one-year of on-time (5-years).

the student toward a degree and the recognition that more institutional resources are invested
as students move through the institution, both in terms of upper division courses costing more
and the additional cost of student support services, advising, etc. Weights are also designed to

acknowledge the importance of state priorities. For example, an undergraduate student
completing 15 credit hours in a community college receives a weight of 1.0, whereas an adult

student who completes 45 credit hours is weighted at 1.75. Weights may be applied in multiple

categories as well. For example, in the HEPC formula, an associate’s degree is weighted at 2.0,
while a Pell recipient earning a bachelor’s degree in a STEM field is weighted as 4.25.

Impact: To understand the potential impacts of this model, the formulas for both CTCS and
HEPC were run at 2 percent and 5 percent of fiscal year 2013 base appropriations. The tables
below show the range of impact for CTCS and HEPC institutions at these two funding levels.

Range of Impact of Outcomes-Based Funding for CTCS Institutions

% of FY 2013 funding Largest Institution Largest Institution Increase
allocated through Decline (from FY 2013 (from FY 2013 levels)
outcomes formula levels)

2 percent -0.6 percent +0.9 percent

5 percent -1.4 percent +2.1 percent

Range of Impact of Outcomes-Based Funding for HEPC Institutions

% of FY 2013 funding
allocated through
outcomes formula

Largest Institution
Decline (from FY 2013
levels)

Largest Institution Increase
(from FY 2013 levels)

2 percent

-1.2 percent

+0.9 percent

5 percent

-2.9 percent

+2.4 percent
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Institutional Reaction and Input

After review of the initial formula development framework and analysis, the committee directed HEPC
to consult with institution leaders and gather their feedback. The consultation included separate
conference calls with CTCS and HEPC institutions. The summary of this institution input is as follows:

e Mission differentiation: Institutions recommended a further refinement of metrics/formula
weights to recognize institution mission, particularly within the four-year sector. This included
recommended addition of a research metric for HEPC institutions and workforce development
for CTCS institutions.

e Priority credentials: Institutions wanted to consider a more detailed or inclusive definition for
priority credentials, such as health sciences, which are of great need to the state.

e Priority populations: The recommendation was made for further consideration and analysis into
the correct weighting for the priority populations, particularly Pell-eligible students.

e In-state vs. out-of-state: Some institutions recommended that the formula only include in-state
students in the calculations.

e Full-time enrollment: Institutions commented that the state should encourage students to enroll
full time (15 credits/semester) to increase completion.

e Level of analysis: Some institutions requested a dual level of analysis that looks at both year-
over-year improvement and benchmarks for success.

e Quality and Access: Institutions noted a need to ensure quality and access are maintained. The
student population priorities, particularly Pell students, the use of counts rather than
percentages, as well as the focus on student progression (momentum points) all help ensure
access remains a priority along with success. West Virginia institutions should additionally find
ways to measure and report on quality. Some indicators such as job placement and passage
rates on licensure exams could be considered.

e Funding inequities: Some institutions believe that historic funding inequities need consideration

in the model

Additional institutional responses are contained in Appendix D.

Aligning West Virginia’s Investment with its Priorities: Final Recommendations of the Committee

After several months of research, data review, and consultation with external experts, the committee
has embraced the concept of outcomes-based funding. Good finance policy calls for aligning investment
of state dollars with the state’s higher education goals and policy priorities.

The initial model framework and development outlined above was intended as a starting point based on
the prior months of committee discussion and feedback received from initial institution consultations
regarding the established goals, priorities, and potential metrics. The committee recognizes there are
several remaining technical considerations, informed by the input of institutions that need to be
addressed in a final outcomes-based funding formula.
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The final development and implementation of an outcomes-based model will require continued
direction of state policymakers to ensure the outcomes-based funding policy remains focused on
attainment of the state’s goals and policy priorities. Successful and sustained outcomes-based funding
will also require the continued consultation and input of institutions.

The committee recommends the 2013 Legislature commit to incorporating an outcomes-based funding
formula into the state’s higher education finance policy, starting in 2014. This policy should include
allocation of a proportion of the state’s existing investment in higher education on the basis of
outcomes in addition to allocation of any new state investment in higher education. Using the goals,
priorities and framework established through the work of the committee and put forward in this report,
the committee recommends that legislation be adopted to direct the final development of the
outcomes-based funding formula that will be implemented in 2014. Based on the work of the
committee as articulated in this report, the legislation should clearly articulate:

e The state’s goals and priorities for higher education. The committee recommends the
Legislature adopt the goal of 20,000 additional credentials and degrees by 2018 along with the
policy, student population and credential priorities necessary for the state to reach its
attainment goal:

o Student success (completion)

Student progression and persistence (including developmental education)

Affordability and productivity (including on-time completion/time-to-degree)

Institution differentiation (e.g. research and job placement/workforce training)

Priority populations of adult and low-income students; and

Priority credentials, starting with Science, Technology, Engineering, and Mathematics

(STEM)

e The framework for the final outcomes-based funding model. The initial analysis conducted by
HEPC shall be the starting framework for the final model, which must maintain:

o Two distinct formulae; one for CTCS institutions and one for HEPC institutions.

o Simplicity, with limited metrics aligned to the state’s established higher education
attainment goals and priorities; and

o Recognition of varying institutional missions, student progression, priority populations,

O O O O O

and priority credentials through refinement of weights.

e Amount of existing state funding allocated on outcomes: The committee recommends the
Legislature commit to allocating 25 percent of the state’s existing allocation to institutions on
the basis of outcomes by fiscal year 2019. Allocation to each institution will be based on the
proportional share of the outcomes identified.

e Implementation timeline of outcomes-based funding policy: Fiscal year 2014 will serve as a
pilot year for the state’s higher education outcomes-based funding policy. Beginning in fiscal
year 2015, 5 percent of the state’s existing investment in higher education should be distributed
to institutions on the basis of the identified outcome metrics and formula. Each year thereafter,
the amount of funding based on outcomes will increase by 5 percent, up to a total of 25 percent
of the state’s base allocation to institutions by fiscal year 2019.
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e Cumulative impact: In addition to allocation of existing dollars on the basis of outcomes, West
Virginia should commit to distributing any future new investment in higher education through
the outcomes-based formula. This cumulative approach has been adopted in other states, such
as Indiana, and serves to ensure that the state’s higher education finance policy underscores the
state’s higher education priorities.

e |nstitutional Accountability: To ensure accuracy in the data reported by institutions and used in
the outcomes-based funding formula, the state should incorporate a quality control and
accountability mechanism that includes an audit of data reporting.

e Establishment of an outcomes-based funding formula rule finalization committee. To finalize
the details of an outcomes-based funding model for West Virginia higher education, a formula
rule finalization committee should be established. This committee should include
representatives from the Legislature, CTCS institutions, and HEPC institutions. Among other
details necessary to finalize the outcomes-based funding formulae the committee should
specifically consider the following questions in terms of the initial formula development
conducted by HEPC as directed by the committee:

o Metrics and mission differentiation: Keeping in mind the parameters of a simple
formula with limited and clearly defined metrics, are there other metrics that should be
included to better align the formula with the state’s established priorities and the need
to recognize institutional mission differentiation? Specifically, can the formula include
metrics within the institution mission priority, such as research (HEPC) and dual
enrollment, job placement, and workforce development (CTCS)? Should CTCS
institutions be given credit for transfer of students (with at least 15 credits) to HEPC
institutions?

o Distribution of weights: Does the distribution of weights both within and across
categories most accurately represent the priorities of the state and the mission of the
institutions? Are the weights given to the high priority populations enough to encourage
the success of these students?

o STEM vs. High Needs: Can the state more accurately define STEM and other high-needs
fields to better reflect the economic and workforce needs of West Virginia?

o Equity component for CTCS: An analysis of the current enrollment data and state
allocations within the CTCS system revealed fairly significant equity gaps (state funding
per full-time equivalent (FTE) ranges from a high of nearly $6,000/FTE to a low of
$1,600/FTE). Should the formula include an equity component, phased-in over time, to
the CTCS formula that would bring currently under-funding institutions to 90 percent of
the state average funding per FTE student? Should this calculation be based on in-state
only or on all FTE students?

e Deadline for final recommendations. The formula finalization committee’s final
recommendations should be delivered to the Legislature no later than June 15, 2013.
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Appendices:

Appendix A: List of Publications (mini-bibliography)

Appendix B: Chart of State Models

Appendix C: Formula Mock-Up Definitions, Details and Impacts

Appendix D: Institutional Responses to Proposed Outcomes-Based Funding Models
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West Virginia Higher Education Policy Commission
West Virginia Community and Technical College System i ﬂQ

COLLEGE SYSTEM OF WY

1018 Kanawha Boulevard East, Suite 700
Charleston, WV 25301
(304) 558-2101

David K. Hendrickson henc ; Robert L. BIPW:H
Chair ww“\r.\:“:p“fv:g:zi;du Chair
Paul L. Hill James L. Skidmore
Chancellor Chancellor
MEMORANDUM
TO: Senator Robert Plymale, Co-Chair
Delegate Mary Poling, Co-Chair
Select Committee on Outcomes-Based Funding Models in Higher Education
FROM: Paul L. Hill
James L. Skidmore
DATE: December 5, 2012
RE: Institutional Responses to Proposed Outcomes-Based Funding Models

This memorandum contains institutional responses to the proposed outcomes-based funding
models developed by HCM Strategists at the request of the Select Committee on Outcomes-
Based Funding Models in Higher Education. This information was collected by Commission
and Council staff at the request of the Select Committee. Institutional input is critical to the
long-term success of outcomes-based funding models and has been a valuable element in the
development of such models in other states. In addition to the written responses included below,
institutional input was solicited during an in-person meeting of college and university presidents
held on August 15, 2012, three follow-up telephone calls with four-year presidents, and one
follow-up call with two-year presidents. Institutional leaders were asked to respond to five
questions:

I. Do you believe the proposed metrics (transfer, developmental education success,
momentum points, degree completion, and on-time degree completion) are appropriate?

2. Do you believe the priority student populations (adults (age 25 and over), Pell recipients,
and STEM students) are appropriate?

3. Are there additional metrics you would like to see included? If so, please provide specific
suggestions you have regarding how the proposed metric would be measured.

4. Do you believe the proposed weights are appropriate? If not, please provide specific
suggestions regarding the changes you propose.

5. Please share other specific concerns you have regarding the proposed model and include
suggested changes to address those concerns.

Responses from four-year institutions are on pages two through seven, while responses from
two-year institutions are on pages eight through thirteen. This memo has been updated to include
additional responses submitted in response to the November 27" interim meeting.
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Feedback Regarding Proposed Outcomes-Based Funding Models
Four-Year Institutions

1. Do you believe the proposed metrics (transfer, momentum points, degree

completion, and on-time degree completion) are appropriate?

In general, yes. To be effective, it is essential that performance funding metrics
focus on the specific outcomes that institutions and the Commission are working
to achieve based on campus missions and campus- and state-level strategic plans.
The proposed metrics have an appropriate focus on the overall goals of student
access and student success.

The on-time degree completion metrics are more applicable to the missions of
some West Virginia four-year institutions than others. As an example, the first-
time, full-time freshman cohort approach does not provide an accurate picture of
student on-time degree completion for Bluefield State College. Many of
Bluefield State’s students enter as transfer students from other institutions and,
thus, are not considered as a “success” for the campus when they graduate. Each
year, between 67% and 77% of Bluefield State College’s graduates are not part of
the official, federally-defined cohort. It is important to acknowledge the success
of those students. In addition, a large percentage of students at Bluefield State
and other West Virginia colleges and universities work full-time, making it very
difficult to complete a degree program in four years.

Based on these points, we would recommend (a) greater emphasis be placed on
degree completion within five or six years rather than four and (b) consideration
of an alternate method for reviewing on-time degree completion such as the
percentage of each graduating class that has completed their work within five
years - moving away from the more limited federal cohort.

We are concerned that quality is not addressed in this formula at all.

We are concerned that with the possible changes in developmental education that
are being proposed to improve success rates and degree completions of
developmental students that developmental education is given such consideration
in the formula.

We agree that consideration should be given to WV resident student completions
and successes.

I view the metrics as aggregating broad cohorts without regard for apparent
subgroups within the cohort, e.g., remote rural, first-generation, supportive home
environment, etc. These and other conditions common to the West Virginia
landscape can delay, interrupt, or conclude standard academic progress.

No, a baccalaureate school should not be disadvantaged because it is complying
with statutory provisions re community college education and is completely
divorced from either developmental or associate’s degrees. If Bluefield/
Fairmont/WVSU want to draw appropriations in support of that, it should be
provided through the Council, not the Commission.

Yes, the proposed metrics are appropriate, to the point that they are metrics that
affect all higher education institutions within West Virginia. However, please
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review my answer and supplementary information provided to question number
three.

The proposed model does not take into consideration mission differentiation
among the institutions and the cost differentials associated with providing for
those differing missions.

The proposed model does not take into account peer comparisons, which would
provide a more equitable mission- based performance comparison.

The proposed model and points methodology does not provide any consideration
for students currently enrolled in graduate and professional programs within the
momentum points category.

Yes.

2. Do you believe the priority student populations (adults age 25 and over, Pell
recipients, and STEM students) are appropriate?

Yes. It is very appropriate to place a high priority on the success of these student
populations. It is critical for the state’s economic future that adults and Pell
recipients complete college degrees. Special resources often are needed to ensure
the success of these students.

Degrees in the STEM fields are vital to West Virginia’s economic growth and
development and should be given priority. These fields (particularly technology
and engineering) also tend to be associated with a higher cost of delivery.

It does not appear that the associate’s and bachelor’s degrees in nursing/allied
health or in math and science teacher education are included in the numbers for
STEM degree completers. We recommend including these fields in order to be
consistent with the current STEM field listing used with the institutional
Compacts.

We are concerned that, as in the past, only first-time, full-time cohorts will be
addressed in this formula. With institutions such as ours, often students graduate
and are successful, but do not fall into any one of those first-time, full-time
cohorts.

In general, I see the priority student population described over-broadly and
without regard for differing institutional student populations, missions, etc. By
geography and mission, Glenville State College serves a predominantly — over
2/3s — moderate-income and first generation student body.

In general, I view the model as favoring larger schools serving students that are
better prepared academically.

While the definition of “Pell eligible students™ denotes a lack of family financial
resources, the link to academic success is most generally the association between
financial resources and academic preparation and/or social preparation.
Consequently, the model does not reflect lack of academic and/or social
preparation for college level work. In other words, there are significant
differences in levels of academic preparation that should be reflected in the
model.
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In describing students of age 25 and older, are we considering only students who
are currently in the work force, those who have returned to college after working,
and/or those who are taking considerably longer to graduate?

No, it is neither fair nor logical to allocate funding for a school for how many
Pell-eligible students are in its primary service area. The Federal funding should
be separately considered and not part of another reward by the State.

Yes, I agree with the target student populations.

The Points Methodology does not provide any consideration for students currently
enrolled in graduate and professional programs within the momentum points
category.

Yes.

3. Are there additional metrics you would like to see included? If so, please provide
specific suggestions you have regarding how the proposed metric would be
measured.

A measure of accredited programs: The percentage of an institution’s programs
eligible for specialized accreditation that, in fact, are accredited (e.g., teacher
education, engineering, nursing, allied health, music, business, etc.). This would
be an external validation reflecting quality and also would include several STEM
fields such as engineering and nursing.

A measure of articulation: The number of articulation agreements developed or
number of students transferring to an institution as a result of articulation
agreements.

Student success not accounted for in the federal graduation cohort: Consider
graduation of students who have transferred to the institution.

Mission-related measure(s): Each President and Governing Board would identify
one or two measures related specifically to that institution’s mission and strategic
plan that they would be held accountable for achieving.

The absence of incentives for institutional creativity and initiative is surprising. [
cite, for example, Glenville State’s expanding Hidden Promise Consortium and
the P-20 Summits. Both initiatives parallel the ambitions of performance-based
funding, but receive no incentive in the current funding proposal.

These look like good metrics -- every institution has slightly different mission-
driven factors that would be able to be included in a large category called
mission-specific functions, but otherwise these seem fair assessments of current
needs for the State.

[ believe a research metric should be added to the outcomes-based funding model.
This additional criterion would take into consideration the great strides
accomplished by West Virginia State University (WVSU) to provide a strong
economic impact through our research initiatives. As a designated 1891 land-
grant institution, WVSU is mandated within its mission to provide education in a
tripartite model of teaching, research, and extension (public service). In fact,
WVSU receives $2,817,299 in federal funding of which $1,476,423 is designated
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to research activities. Additionally, of the $1,908,000 that is appropriated to
WVSU through the state budget as a mandated match by the federal government,
$963,135 is designated solely to research activities.

Furthermore, as mentioned in my answer to question one, the established metrics
affect all higher education institutions within West Virginia. They do not,
however, consider individual areas for which each separate higher education
institution may have a particular focus or expertise and that are not established or
even developed at other higher education institutions.

Finally, as mentioned on the conference call, if a research metric is not included
in the outcomes-based funding model, then the federal mandated state
appropriation match of $1,908,000 should be removed from the calculations on
the Commission resident FTE draft funding formulas, as these funds do not
directly correlate to WVSU’s resident FTE totals. With the federal mandated state
appropriation match included in the calculations, it places WVSU at 95% of
equity funding per resident FTE, which eliminates WVSU from eligibility to
receive equity funding. However, with the federal mandated state appropriation
match removed, West Virginia State University’s equity funding percentage
becomes 81.03%. If this were the case, it would then be necessary to increase
WVSU’s base budget by $1,132,348 to bring WVSU’s funding to the level
necessary to reach the 90% target of the state average of funding per resident
FTE.

The performance model excludes the research and land-grant missions.

o Given the impact on institutional expenses to fulfill the land-grant
mission, as well as Carnegie Classification defined missions related to
research, the model should include the institution’s entire mission or, it
should exclude the funding used to support those mission components.

Rate statistics should be included to provide context. For example, 4 and 6 year
graduation rates, retention rates, and loan default rates are important indicators.

4. Do you believe the proposed weights are appropriate? If not, please provide specific

suggestions regarding the changes you propose.

Yes. They appear to be well aligned with the priorities of access and success.
They also reflect areas that tend to require higher levels of resources in order to be
successful.

With the important absences of the circulated draft Performance Funding Model, I
find a close reckoning with the assumptions premature.

The weights are fine.

Yes, the proposed weights are appropriate except that, should a research metric be
added to the outcomes-based funding model, as requested in my answer to
question three, then weighting of all the metrics would need to be readdressed to
accommodate the addition of this new metric.

No. The model and weights do not consider mission, peers, land-grant
responsibilities (including Extension), health care responsibilities, graduate and
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professional education missions, and other variables that are strongly related to an
institution’s funding needs.

We are concerned that one formula (even with the weighted areas) can truly take
into account the differences in the research institutions, regional institutions, and
community colleges.

The weighting system seems to be based on counts rather than rates. This is
especially problematic in the area of developmental education. In this weighting
system, a school with a large number of developmental education students but a
low pass rate would be rewarded with a higher score than a school with a modest
number of developmental education students but a higher completion rate.

5. Please share other specific concerns you have regarding the proposed model and

include suggested changes to address those concerns.

Consistency in measurement and definition is absolutely critical. It will be
important to validate that all institutions are reporting the required data according
to the same rules, standards, and definitions before awarding funds based on this
model. Periodic data audits would help accomplish this.

We need to carefully analyze the proposed measures for any potential unintended
consequences such as a tendency for institutions to focus on numbers alone
(quantity) rather than quality.

We are concerned that this model proposes to redistribute existing money and not
be based on any additional money.

I urge expanded stakeholder discussions that can make West Virginia’s
performance-based funding model a national model. T am a staunch advocate of
outcomes-focused education accountability. I want, however, to avoid the design
flaws of earlier attempts across the nation that obtained confused and conflicting
results. I want to assure a West Virginia model that demonstrates our
encompassing commitment to wise investment in the long-term success of our
students.

[ think the model is a step in the right direction if it is attached to funding. One
thing that does not seem to be considered is whether funding already applied to
the over-funded institutions could not be reallocated, rather than new equity
funding being sought to be provided. That would of course be politically
difficult, but it should be an option.

Of concern, with implementing the proposed model, is the timing of its
implementation, especially in light of the state budgetary constraints expected for
fiscal years 2014 and 2015 and the recent 7.5% across-the-board budget reduction
requested by Governor Tomblin. West Virginia’s higher education institutions are
truly economic engines for the state, and proposing an outcomes-based funding
model to redistribute state funding among the higher education institutions will
not stimulate economic recovery in West Virginia. As we prepare our future
leaders, educators, and workforce to foster economic job growth in West Virginia,
placing a financial burden on the higher education institutions, without a new
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revenue source in place to cover the cuts, can only be detrimental to West
Virginia’s economic future.

e Outcomes-based funding is a positive approach, but it needs to be based on a
model on a broader set of factors, such as those stated above, especially when tied

to base

funding.

e Non-resident students should be treated consistently in various Commission

models
[ ]

Non-resident students were included in the methodology used to
determine how much of the system-wide bonds were funded by each
institution. Therefore, the system benefits from non-resident students in
terms of debt issuance and other funding allocated from such tuition and
fees remitted to the Commission. If we exclude non-resident students
from the performance model, this would be inconsistent with other
funding models used by Commission. (WVU’s non-resident students
contributed over $2 million to the Commission last year.)

Is the model consistent with state code, which seems to prohibit any
penalties to enroll non-resident student. Specifically, Section 18B-10-1-j -
“A penalty may not be imposed by the Commission or council upon any
governing board based upon the number of non-resident who attend the
institution....”

e The model suggests that money would be re-distributed for a period of either 5 or

10 year

e SOME

.

This means each institution would absorb a 5% budget cut and then
receive an additional allocation based on the model. This could add up to
significant cumulative reductions for institutions over the long haul.

West Virginia is already at the bottom of SREB per student funding
appropriations, so any model that further cuts any institution is of concern.
Funding uncertainty limits capacity to plan long-term

The preference is for a revised model to be used in allocating only new
dollars.

of the HEPC institutions suggested we only include in-state students in the

formula but certainly not all. West Liberty, Shepherd, and probably WVU were

pleased
populat

to see recognition of the efforts made to attract and retain this competitive
ion.

e Under equity, there were also significant equity issues with some HEPC
institutions, namely Fairmont and Shepherd. No one asked whether that equity
should disappear, so I was surprised to see it retained for the CTCS and not

HEPC.

What is the logic behind this decision?
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Feedback Regarding Proposed Outcomes-Based Funding Models
Two-Year Institutions

1. Do you believe the proposed metrics (developmental education success, momentum
points, degree completion, and on-time degree completion) are appropriate?

Yes.

Yes, all four metrics are appropriate. However, success of developmental
education student metrics must be reviewed, as in some programs, there is no
required “college-level” math course easily identifiable as the outcomes are
integrated into courses not labeled “math™; successful completion of the
developmental course is appropriate—but the “next level” course does not apply
in all instances. If this is too complex to handle, perhaps developmental
education should be eliminated as a metric. The other metrics—momentum
points, completion, etc.—are reliant upon success in developmental education
courses.

Each of the proposed metrics is appropriate to the mission of the community
college. However, additional metrics should also be considered. Additional
metrics are suggested in the response to question 3.

The definition applied to “on-time completion” as completion of an associate
degree in two years is counter to the emphasis placed on “graduation” in the
Master Plan/Compact which defines graduation rate as the percentage of first
time students (full- and part-time) graduating with a certificate or associate degree
within six years (see additional response to question 3).

Yes, these are highly aligned with the state master plan and federal priorities.

Yes.

2. Do you believe the priority student populations (adults 25 and over, Pell recipients,
and STEM students) are appropriate?

Yes.

Yes, as our mission is to serve more adults and lower income students as well as
encourage more participation in STEM-type programming. However, STEM
program definitions need to be more consistent (program titles are different at the
colleges; e.g., mechatronics was coded STEM at some colleges but Advanced
Manufacturing was not—same concepts and equipment required; Welding
Technology was coded as STEM at some colleges and not at others).
Consideration of changing the STEM category to high-demand, high-wage based
on the direction of the system is also a possibility. STEM student count was not
considered in the momentum points calculations (just adults and Pell). This
population should be considered in all areas for consistency.

The priority student populations identified are appropriate. However, rewarding
institutions on the number of students (headcount) will tend to benefit the
institutions with larger enrollments regardless of their actual performance in the
areas measured by the specific metric. Simply having more students should not
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be rewarded in a performance-based model (see additional responses to question
5).

The emphasis on STEM program students could potentially create a disincentive
to work effectively with non-STEM students so that an institution could increase
its share of points from this heavily-weighted category.

Yes. However, it seems that some of the designations of STEM vary on the
institutional list. We suggest a review for consistent designation of STEM
programs.

Yes.

3. Are there additional metrics you would like to see included? If so, please provide

specific suggestions you have regarding how the proposed metric would be
measured.

No. Keep it simple.

Yes, consideration should be provided for specialized programmatically
accredited technology programs (e.g., ABET engineering technology) as these are
more costly and have higher standards as outcomes for graduates. Health care
programs (nursing and dental hygiene—which require programmatic
accreditation) are not included—but medical assisting (non-accredited) was
counted as a STEM program in some instances which calls to question whether
health care is or is not considered “STEM”.

Community colleges are encouraged to provide customized training and
continuing education programs to meet the need of local business and industry.
Yet, in the proposed model there is no funding suggested for providing such
programs. The number of students/participants receiving state and/or nationally
recognized credentials and/or licenses as a result of participating in such
education and training programs should be rewarded in any performance-based
funding model.

We also suggest that transfer to in-state, four-year institutions be considered as an
additional metric for the CTCs. This metric would be based on the number of
students transferring with weights assigned to the number of hours completed by
the student at the CTC at the point of transfer. Potential weighting might be as
follows: a minimum of 15 hours completed = 1.00, 30 hours completed = 1.50, 45
hours completed =t 2.00, and 60 hours or more completed = 2.00.

We would suggest having a metric that addresses efforts in workforce
development. A measure of non-credit workforce program completers is our
suggestion.

No.

4. Do you believe the proposed weights are appropriate? If not, please provide specific

suggestions regarding the changes you propose.

Yes.
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Suggestion: Change developmental education to 10 percent—with the additional
5.85 percent added to degree completion as that is the ultimate outcome desired—
or per above discussion, eliminate this metric totally and add the full percentage
weight to degree completion.

The weights assigned are generally appropriate except in the category of “on-time
completion.” Most adult students attend part-time. Therefore, weighting
completion of an associate degree within two years without considering part-time,
adult students who require more time to complete is not appropriate. The CTC
Master Plan is based on a six (6) year graduation timeframe. This should be
considered in the weighting of adult graduation. We would recommend
extending the timeframe for “on-time” completion to include 4 years weighted at
2.50; 5 years at 1.75; and 6 years at 1.00.

Yes, the weights are appropriate.

No. Most of the community colleges bring in a large percentage of students that
need developmental course work. Success in developmental and subsequent
coursework is essential to the advancement of students toward completion, and
yet in both cases the weights are | and 1.5. We believe that the weights should be
higher. We suggest raising 1.00 to 2.00 and 1.5 to 2.5. Even these weights do not
reflect the importance of the two performance categories. Bringing in students
not adequately prepared and helping them successfully complete a college-level
gateway course should be weighted heavily. This appears to be the least
important formula points awarded when it should be one of the most important
factors considered.

5. Please share other specific concerns you have regarding the proposed formula and
include suggested changes to address those concerns.

Students who complete our Boot-Camp are not counted as developmental
education completers. They should be counted if we can find a way to designate
them on our end of semester grade file. At Blue Ridge there are approximately
50-80 students per semester who are placed into college level math and English
through our Boot-Camp.

Concern: Cuts to base budgets. The Council Finance Rule recommended PBF
with any new funding. There are basic costs for basic operations at any college—
no matter the size; size of a college can distort the state appropriations funding per
FTE. Cutting base budgets creates the same problem as the former RAM-RAP
funding model, with no consideration of program mix/costs.

o Solution: Apply PBF on new funds allocated to the Council—keep base
budgets whole; even a phased-in approach would be detrimental to small
institutions with highly technical and more select admission programs.

Concern: Equity based on state appropriations/FTE. The ten institutions are
quite different in size, longevity, administrative linkage issues (e.g. no built-up
reserves transferred from host institution), and program mix; therefore, the
assumption that all should be equally funded based on FTE is inappropriate.
Access has been the primary goal since the creation of the system; colleges have
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focused on gaining more part-time, adult students rather than focusing on the
traditional full-time student.

o Solution: Eliminate the “EQUITY” metric and base allocations solely
upon “PERFORMANCE” if this is truly a performance-based funding
model! If equity must be used, base the model on national peers as
recommended in the Council Finance Rule rather than state appropriations
equity. National peers were selected based on program mix, location, and
size and are more appropriate than assuming all state institutions are the
same.

e Inequities in base budget funding must be addressed prior to adopting any
performance-based funding model.

e Should a performance-based funding formula be adopted, it should only be
implemented after the Legislature provides new funding for this purpose and
not with funds taken from current institutional base budgets.

e The model is largely based on raw numbers of students used in the four outcome
measure categories. How does this model address the issue of CTCs that are
located in regions with lower and/or declining populations and therefore, lower
enrollment? These colleges may be very successful but will still receive a smaller
percentage of the funding due to their size when compared to the higher
enrollment colleges.

e Our major concern is that the formula is funded via an across the board reduction
in state appropriation. We suggest that appropriations be held steady and
additional funding be provided for the performance measures.

e A problem that we see is there is no new money. The only thing being attempted
is to redistribute state appropriations, which means some institutions will lose
money and other institutions will gain extra money. Institutions are pitted against
each other for the money. Definitions of data must be consistent across the board,
and an independent source should verify the data. Until all of the community
colleges receive full funding, it is only creating a more competitive environment
for the institutions in the state. Community colleges have to maintain the
operations of the institution on their limited resources which in many cases
include several buildings, deferred maintenance cost, utilities, etc., which are
fixed costs. None of these are considered in this model. If the emphasis is on
college completion, then why are we concerned about enrollment? We have no
problem with giving incentives to institutions that can increase their enrollment,
but don’t penalize community colleges in rural areas that are unable to increase
enrollments due to the downturn of the economy.

Additional Comment: 1
(1) The West Virginia Community and Technical College System (WVCTCS) has a current
rule in place (Series 2) which outlines an innovative, performance-based funding system
that aligns with the WVCTCS Master Plan: Meeting the Challenge.
(2) This rule addresses the allocation of funding to the institutions to address: (a) state
priorities; (b) sustain quality; and, (c) attain peer equity. Among the state priorities is an
emphasis on enrolling, retaining, and graduating students, particularly those who require
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developmental education and adults. The rule also includes language that places
additional emphasis on the development, expansion, and sustainability of high-demand,
technical programs.

This rule has been adopted by the WVCTCS with an understanding, and general agreement
among the community and technical colleges, that, under current provisions of the rule (see
§135-2-4), “only new state funding” will be used to fund any performance-based model.
The model under consideration is based on institutions contributing to a funding pool from
existing base budget allocations. This expectation is not in compliance with Series 2.

The goals of this rule state that any new funding appropriated by the Legislature will be
used:

e To address state priorities and that allocations for this purpose will be distributed in a
manner that is most likely to maximize achievement of that priority across the
Community and Technical College System;

e To ensure sustained quality with funds being allocated on an equal percentage basis
or by utilizing an allocation formula unless there are disparate needs; and

¢ To address equity with these funds through utilizing a formula that compares
relative funding of West Virginia community and technical colleges and their
peer institutions nationally and devotes greater amounts of funding to
community and technical colleges that are farthest away from their peers.

(3) With the expectation that no new State funding will be appropriated by the Legislature to
implement the performance-based funding system, the implementation of any formula
without new allocations would be contrary to the spirit of the existing Series 2-WVCTCS
Legislative Rule.

With these factors considered, New River is opposed to the implementation of a
performance-based model that is funded through the currently underfunded base budgets of
the institutions. To expect a severely underfunded institution, such as New River, to
contribute any level of its existing state allocation to support a performance-based formula at
the sacrifice of basic operational costs is not sound in its reasoning.

Additional Comment: 2

If equity is the goal for redistributing state allocation/FTE to community colleges, then two
factors ought to be considered in the calculations e.g. (1) tuition rates, (2) capital fees.

The three original stand-alone community colleges have the highest appropriation/FTE, but they
have the lowest tuition and they are limited to a $100 capital fee. The newly formed community
colleges are generating more operating revenue from tuition and capital fees thus supplementing
funds lost by a lower appropriation.
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Recommendation: When considering a redistribution of state appropriations/FTE, factor in the
additional revenue generated by the higher tuition and capital fees to get a total picture of a
college.

If the calculations do not incorporate total revenue sources, the older community colleges will
lose equity. In all older community colleges, tuition will need to be increased significantly. In
addition, the colleges close to border states will be unable to raise tuition because of competition
from those states. If the current plan to reallocate state appropriations is implemented, the older
colleges with their lower tuition and capital fees will lose funding with limited options to regain
funding losses. In order to avoid future inequities, the formula must include all revenue streams.

Reasons for removal of non-degree students with credit hour courses in state reporting

= students who are not degree seeking are not eligible to receive financial aid

= students who are non degree seeking should not be counted in completion agenda and are
excluded from most of the metrics for funding

= students who are not degree seeking, even if they have prior college, is not reflected in
any information as in most cases their transcript work is never submitted therefore we do
not have a full picture of our student population

= students cannot move from non-degree to degree seeking without completing the
admissions process due to amount of extra information needed (such as test scores,
placement assessment, high school GPA and graduation year, etc)

= non-degree seeking programs (short term programs) allow for a quick approval process
for funding in programs such as HEAPS Workforce or Veterans benefits and therefore
can be implemented quickly therefore their courses for these programs are transcripted
separately and course descriptions are not detailed in the College catalog

= most non-degree students come to the college to only complete a course or two. They
never intend to seek a degree.

Additional Comment: 3

My concern is the across the board 5% that is deducted from allocations for each institution. We
will have to pay the largest share because our allocation is the largest and yet we just made
progress towards per FTE funding. It seems to happen each time...we make no progress,
whereas, schools receiving less will experience increases if they meet the necessary targets. |
think we should look at a model where the decrease is based on a target of funding per FTE and
those who are "fat" in state allocations per FTE should experience the greater decrease. My
students and my operations are affected in major ways when my allocation is decreased by such
large percentages.



