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Executive Summary
Largely informed by the Oregon Equity Lens, the current public university funding formula, the
Student Success and Completion Model (SSCM), is an outcomes-based approach designed to
promote resident student success, support differentiated missions, and to provide funding
stability. During its creation in 2015, the commitment was made to undertake a formula review
every five years.
The current review process began in the summer of 2019 with the creation of a formula advisory
workgroup to advise HECC staff. Fourteen workgroup meetings were held during the twelve
months from October 2019 through October 2020. HECC staff made recommendations to the
Commission during its November 2020 funding and achievement subcommittee meeting.
The workgroup was charged with considering a number of issues including simplifying and
modernizing elements of the formula, exploring possible policy improvements and evaluating
the effectiveness of the data elements included in the formula calculations. Both equity and
affordability considerations helped guide deliberations.
The policy priorities of the formula remain unchanged. It will remain outcomes-based with a
focus on Oregon residents while prioritizing undergraduate education, will recognize the unique
missions of the institutions while ensuring regional access, and will continue to focus on
underrepresented populations in the pursuit of equity. The technical updates and revisions
recommended during this review will:





Update data definitions and simplify calculations to continue focusing on existing
policy priorities including underrepresented student completions
Streamline the treatment of transfer students while incentivizing cross-sector,
institutional collaboration to further incentivize student success
Update the cost weights to properly recognize existing cost structures while
prioritizing undergraduate education
Simplify mission differentiation to focus on funding stability and regional access with
a more objective design

The potential impact on equity and outcomes is significant assuming sufficient levels of state
funding are available. Currently 22% of all resident degrees are awarded to underrepresented
students which is up from 9% in 2010. A similar rate of growth increases the proportion to 34%
by 2023. Also, there are currently 307 completions per 1,000 full-time student equivalents
(FTE). A similar rate of growth increases that metric to 330 by 2023.
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Background on Funding Models
Most states did not routinely provide public funding for higher education until the early 20th
century. Doing so took off in earnest after World War II. In the beginning, most states sought to
reimburse institutions for coursework delivered assuming that tuition and fees would cover
some of the cost. This shared approach was, and still is, very
Inputs based models
common.
Enrollment-based models were the primary method by which
states calculated appropriations for public universities until the
1970’s. Universities received funding for either the number of
students served or the number of courses delivered. Many states
still use this inputs-based approach to some extent.

have given way to
outcomes-based models
driven by accountability
expectations and in the
pursuit of better
alignment with state
goals.

In the 1990’s, states experimented with different approaches that focused on the inclusion of
performance indicators to provide incentives for institutions to consider broader state priorities.
Many of these early attempts at performance funding failed due to overly complex metrics and
too little funding devoted to incentives. The classic example is South Carolina which used more
than 20 different measurements. This approach quickly became unwieldy.
In the early 2000’s, and especially since the great recession, more states have been transitioning
to outcomes-based models by which public funding is aligned with state goals such as increased
educational attainment and the closing of achievement gaps. Many of these models built on the
failures and successes of the earlier performance funding attempts. As of FY2019, the majority
of states use an outcomes based funding approach (OBF) to appropriate at least some public
funding to institutions.
Public universities in Oregon transitioned from an inputs-based model called the Resource
Allocation Model (RAM) to the Student Success and Completion Model (SSCM) in 2015. Both
models use data on resident students only. The difference is that the SSCM relies on completed
student credit hours and resident degree completions with an emphasis on completions by
underrepresented students. More detailed information about the current model is included in a
subsequent section of this report.

What is Outcomes Based Funding?
Outcomes models generally allocate a portion of the available funding on the basis of outcomes,
most notably degree completions, instead of enrollment or a base plus approach.1 HCM
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http://www.ncsl.org/Portals/1/Documents/educ/Outcome-basedFunding_v02.pdf Page 3

4

Strategists, a public policy and consulting firm, has developed a typology for highlighting the
differences in current higher education OBF models.
Type I systems are rudimentary, may be pilot efforts lacking
significant funding. These systems are likely to share features
with earlier performance funding models, do not include
increased incentives for success of underserved populations, and
are minimally linked to completion and attainment goals. Type
II and III systems represent increasing degrees of development
and adherence to promising practices. Type IV systems are the
most robust and reflect strong alignment between a completion
and attainment agenda and state policy. They include significant and stable funding, reflect
institutional missions, prioritize degree/credential completion, include continuous incentives
for improvement, and promote the success of underrepresented students.2

Outcomes-based models
allocate a portion of
available funding on the
basis of degree
completions or other goal
aligned outcomes.

OBF systems have accelerated in growth following the great recession as an accountability tool
employed by state legislatures. Currently, 32 states have, or are developing, some sort of OBF
system in place for either their two or four year institutions. 3 As of February 2019, 20 states had
such a system in place for their four-year institutions, with nine states, including Oregon, being
categorized as Type IV.4 Similarly, 24 states had an OBF system in place for their two-year
institutions, with seven being categorized as Type IV. Oregon has an OBF in place for the fouryear institutions only.5

What are the Best Practices?
Although relatively new, several researchers have developed research and practice-formed best
practices for OBF systems. The most important is that outcomes-based funding
represent a substantial portion of public funding available to institutions and not
just be based on new funds. As the Lumina Foundation writes, “To ensure sustainability,
outcomes-based funding should be a part of each institution’s funding base and should not be an
“add-on” that can disappear during periods of political change or economic recessions.6” This is
to directly incentivize institutions to reorient themselves to increase outcomes by tying a portion
of operating funding on outcomes.

http://hcmstrategists.com/promising-policy/wp-content/uploads/2019/04/DRIVING-BETTER-Outcomes-FiscalYear-2019-State-Status-Typology-Update_Final_Final.pdf Pages 3-4
3 Ibid, Page 4
4 Ibid, Page 7
5 Ibid, Page 6
6 https://www.luminafoundation.org/outcomes-based-funding-faq
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Second, well-designed OBF systems should reflect a state’s higher education
priorities, with a special focus on incentivizing completions among historically
underserved populations.7 Identifying these groups should be based on robust available
data as well as a broad discussion of what equity means to various stakeholders in the process.
This can be based on, for example, a state’s strategic
Best practices include:
plan for higher education. It can also include
 Meaningful and stable funding
adjusting completions on the basis of degrees in high
 Alignment with state goals
need areas for the state (such as STEM fields or
 Accounting for different missions
bilingual education like in Oregon) as well as
 A focus on historically
potential cost weighting by academic discipline.

underserved populations
Substantial stakeholder input
Support for smaller institutions
Incentives for progress and not
just outcomes
Limited and measurable metrics
Prioritizes simplicity


Third, and on a related point, OBF models

should be developed on the basis of

workgroup, or similar, agreements with all
main stakeholders, including institutions,

policymakers, students and faculty.8 Getting

all the stakeholders involved is essential to making
sure individual institutional missions are considered,
that institutions buy into the plan and that academic and student perspectives are included.
Such groups should also meet on a regular basis (every three to five years) to review the models,
such as Oregon is now undertaking.9
Fourth, on a more technical level, OBF policies should include elements to support
smaller institutions that lack the capacity to increase enrollments and thus
completions. This could include considering completion rates rather than the raw number of
completions in calculations, or determining specific programs at smaller institutions that could
be funded “off the top” to ensure that small institutions, which often lack the capacity to develop
large scale programs are able to do so.10 This is especially important in cases where smaller
institutions might serve underrepresented populations that tend to complete at a lower rate than
average.
Fifth, metrics should be included to reward student progress toward degrees
instead of just degrees themselves.11 More simply put, alongside rewards for degree
completion, an OBF formula should reward course completion in the form of student credit
hours earned/completed. This allows institutions to get credit for building momentum toward
completion, rather than just the degree.

https://www.obfequitytoolkit.org/m2-3-selecting-student-groups
https://www.luminafoundation.org/files/resources/03-obf-strategies.pdf Page 5
9 Ibid.
10 https://www.obfequitytoolkit.org/m3-3-constructing-obf-policies
11 https://www.luminafoundation.org/files/resources/03-obf-strategies.pdf Page 5
7
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Sixth and finally, the OBF model should be stable over a substantial period of time
in order to allow institutions to respond to the incentives in the model.12 In the
short term, institutions will be hard pressed to show quick progress; but in the longer term, they
must be convinced the model will be maintained in order to justify the additional resources
necessary to increase
completions. For example,
institutions might not be
willing to develop a new
advising program targeted to
underserved populations unless
they are certain the OBF model
will continue to incentivize
such completions.13
The existing university funding
model in Oregon, the Student
Success and Completion Model
(SSCM), is closely aligned with
best practices and is classified
as Type IV in the HCM
Strategists nomenclature.

How are Other States Implementing OBF?
Of the states that have chosen to implement outcomes based funding models, most have been
developed in alignment with state goals. The proportions of funding being allocated varies
widely from state to state ranging from less than 1% in Illinois to 100% in North Dakota (Type I
model). Although there is no generally agreed upon target, 25% is considered high funding and
necessary to have an impact. Other funding factors need to be considered including the stability
of the calculations used in the construction of the model, other revenue sources and a stop loss
provision.
Most models recognize the importance of successfully serving underrepresented groups.
Although there is variation in the definition of what constitutes underrepresented students.
About half the states recognize year-to-year improvement in the metrics with the rest using a
most recent year or average of years approach. Most states have also moved to using completed
credit hours rather than enrolled credit hours as the drivers in their base funding models.

12
13

https://www.obfequitytoolkit.org/m4-1-institutional-checklist-for-ef
Ibid.
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Does OBF Drive Completions?
The key question is whether outcomes models have resulted in increased degree completions
overall, especially among equity populations, such as students of color or students from lowincome households. Published research suggests mixed results. While some studies show
positive effects, others find no effect. This variation in effects may be connected to variation in
policy design, making it difficult to generalize about effectiveness.
More recent research has found that variations in policy design and implementation (Type I-IV)
is associated with variations in the effects of OBF.14 The variation in effects may also be
connected to the length of time a policy has been fully implemented. Researchers have found
positive impacts in later years, suggesting that policy response takes time and outcomes should
be assessed after a reasonable period of implementation.15 16 Research on the Ohio and
Tennessee models found no evidence that performance-based funding narrowed equity gaps in
completion.17
The effect of OBF on institutional behavior is well documented.18 OBF influences institutions
through financial incentives, awareness of state priorities, and awareness of institutional
performance.19 Examples of specific responses include an increased focus on outcomes,
demonstrated by the reformation of academic policies such as developmental education, the
implementation of degree pathways and the expansion of certificate offerings, revisions to
strategic plans, and increases in institutional support staff. Other responses include altering
advising and counseling systems, implementing early academic alert systems, changing tutoring
and orientation programs, and the increased use of data analytics.20 21
Research has also shown the need to support institutions, especially under-resourced
institutions during implementation, and to monitor the model for unintended consequences
such as reduced academic quality and restricted access.22 Research has also shown that
premiums, or additional bonus funding, for outcomes achieved by underrepresented students
demonstrates a state’s commitment to equity and counteracts incentives to reduce access.23
Amy Li and Alec Kennedy, “Performance Funding Policy Effects on Community College Outcomes: Are Short-Term
Certificates on the Rise?” Community College Review (2017).
15 Nicholas Hillman, Alisha Hicklin Fryar, and Valerie Crespin-Trujillo, “Evaluating the Impact of Performance
Funding in Ohio and Tennessee” American Educational Research Journal (2017).
16 Nicholas Hillman, David Tandberg, and Jacob Gross, “Performance Funding in Higher Education: Do Financial
Incentives Impact College Completions?” The Journal of Higher Education (2014).
17 Monnica Chan, Zachary Mabel, and Preeya Pandya Mbekeani, “Incentivizing Equity? The Effects of PerformanceBased Funding on Race-Based Gaps in College Completion,” Annenberg Brown University, EdWorking Paper No. 20270, July 2020.
18 https://www.obfequitytoolkit.org/m2-3-selecting-student-groups
19 Kevin Dougherty and Associates, “Implementing Performance Funding in Three Leading States: Instruments,
Outcomes, Obstacles, and Unintended Impacts.” Community College Research Center (2014).
20 Amy Li and William Zumeta, “Performance Funding on the Ground: Campus Responses and Perspectives in Two
States.” TIAA Institute (2016)
21 https://www.obfequitytoolkit.org/m2-3-selecting-student-groups
22 Kevin Dougherty and Associates, “Implementing Performance Funding in Three Leading States: Instruments,
Outcomes, Obstacles, and Unintended Impacts.” Community College Research Center (2014).
23 Robert Kelchen, “Do Performance-Based Funding Policies Affect Underrepresented Student Enrollment” (2018).
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What has the Oregon Experience Been?
The robust model Oregon implemented, called the Student Success and Completion Model
(SSCM), is so relatively new that most of the four-year institutions, to which the model applies,
have not yet had enough time to fully react. The SSCM was implemented in 2016 but fully
enacted in 2019. As a result, the institutions continue to build out student support services in
targeted areas and create the programming necessary to engage with targeted populations.

Figure 2: Degrees Awarded to
Underrepresented Students

Degrees

4,000
3,000
2,000
1,000
-

Figure 1: Total Resident Degrees Awarded
18,000

Resident Degrees

Initial data shows improvement in
completions. The total number of
resident degrees has increased
3.2% since the implementation of
the SSCM as noted in figure 1.
This includes all degrees across all
disciplines to Oregon residents at
all the public universities.
Enrollment has dropped 2.5%
during the same time period.

17,000
16,000
15,000

14,000
13,000
12,000

Initial data also shows progress
relative to increasing outcomes for
underrepresented students. The
number of degrees awarded to
underrepresented students since
implementation has increased 17.2%.
The enrollment of underrepresented
students has increased during that
same time period explaining some of
the increase.

Although degrees for underrepresented students were trending upward before the
implementation of the SSCM, as noted in figure 2, it is likely some of the progress is due to the
successful adaptation of institutional programming following implementation such as increasing
the number of student advisors and implementing targeted support services such as
multicultural support centers. So while the total number of completions has increased, and the
number of completions for underrepresented students has increased, it is difficult to correlate
those increases to the implementation of the model. More years and data under the model will
be needed before its effectiveness can truly be evaluated.
9

How does the Oregon Model work?
Oregon’s SSCM is comprised of three funding categories including mission differentiation
funding, activity-based funding and outcomes-based funding. The calculations in this section
are for FY2020 using data before the settle up.
Mission Differentiation (MD) Funding supports the unique regional, research and public
service missions and activities of each university. It represents “line item” funding for services,
programs or general operations. The current total in FY2020 is $69.7 million for 32 different
programs which represents 17% of the $410.1 million available.
Data

Calculation

Historical funding levels for
line items as listed in rule

Allocation is “off the top”

Dual Credit completions

Based on historical funding levels adjusted for inflation
(CPI)
Includes resources for Dual Credit completions

Activity-Based Funding distributes resources based on student credit hour (SCH)
completions of Oregon resident students at undergraduate and graduate levels. This is similar to
the primary component of the former university funding model which was retired following the
2015 fiscal year. The current total in FY2020 is $136.2 million which represents 33% of the total
available.
Data (3 year average)

Calculation

SCH completions by CIP code
(program area) and student
level

A defined percentage (40%) of non-MD funding is
distributed for SCH completions
Distributes resources based on SCH completions at each
institution utilizing program- and course level-specific cost
weighting system

The calculation of funding is based on weighted credit hours. All resident student completed
hours are collected for all levels of instruction across all disciplines. Cost weights are then
applied for each level/discipline combination. An example calculation for an institution, using
hypothetical data, is included in figure 3.
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Figure 3: Example Calculation for an Institution

Course Level

Academic
Discipline

Avg Credit
Hours

Freshman / Sophomore

Engineering

5,000

Junior / Senior

Biology

Master's
Doctoral

Cost Weight

Weighted
Hours

1.80

= 9,000.0

2,500

1.61

4,025.0

Education

2,250

1.45

3,262.5

History

1,100

3.27

3,597.0

Total Points for
Institution

X

10,850

19,884.5

All the weighted hours for all institutions are summed and divided in to the total available
funding to calculate a dollar value per weighted hour. The number of weighted hours for each
institution is then multiplied by that dollar value per weighted hour to calculate the funding for
each institution as displayed in figure 4.
Using FY2020 data, the dollar value per weighted hour calculation is:
$136.2 million / 3,950,815 weighted hours = $34.46 per weighted hour

Figure 4: Calculation of Funding for Activities Based Distribution
(Weighted Hours X $34.46 per weighted hour = Distribution)
Institution

Weighed Hours

FY2020 Distribution

EOU

102,004

$3,515,409

OIT

173,967

$5,995,532

OSU

1,376,749

$47,447,702

PSU

1,059,697

$36,520,955

SOU

160,205

$5,521,194

UO

850,931

$29,326,130

WOU

227,262

$7,832,265

3,950,815

$136,159,187

TOTALS

Outcomes-Based Funding rewards degree and certificate completions by Oregon resident
students. Completions by underrepresented students (underrepresented racial/ethnic minority,
low-income, rural and veteran status) and those in academic disciplines in high-demand and
high-reward fields (STEM, Health, Bilingual Education) are provided additional resources by
11

the allocation formula. The current total in FY2020 is $204.2 million which represents 50% of
the total available.
Data (3 year average)
Degree and graduate certificate
completions by level and CIP code for
residents only
Completions by transfer status (BA/BS
only)
Completions by underrepresented students:
- Low-income student (Pell Grant)
- Underrepresented racial/ethnic
minority student
- Rural student
- Veteran student
Completions in priority degree areas:
- STEM (science, engineering, math)
- Healthcare
- Bilingual Education

Calculation
A defined percentage (60%) of non-MD
funding is distributed for outcomes
Degrees at all levels are funded: BA/BS
through PhDs, including graduate certificates
(PhDs for non-resident students are treated
like residents); degrees are weighted by level
Cost-weighting adjustments are made to
reflect program duration and type (CIP code)
Additional weighting awarded for BA/BS
degrees earned by underrepresented students
and degrees in high-demand and high-reward
areas
Degrees awarded to CC transfer students are
discounted relative to non-transfer students

The calculation of funding is based on outcomes points. All resident student degrees completed
(and non-resident doctorates) are collected for all levels of instruction across all disciplines.
Adjustments are then applied:





Degree weights are applied by type of degree: Baccalaureate degrees – 2.0. Doctoral
degrees –1.4. Master’s and professional degrees – 1.0.
Cost weights are applied for each level/discipline combination. Transfer discounts are
applied for students who transferred from a community college.
An area of study bonus is applied for STEM, healthcare and bilingual education degrees.
Bonuses for targeted populations are applied as noted above.

An example calculation for an institution, using hypothetical data, is included in figure 5.
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Figure 5: Example Calculation for an Institution
Type of
Degree

Discipline

Degree
Weight

Engineering

2.00

History

2.00

1.00

Master's

Education

1.00

Doctoral

Biology

1.40

Non-transfer
bachelor's
Transfer
bachelor's

Cost
Weight

X

Area Transfer
Targeted
of
Discount Population
Study
Bonus

1.85 X 20%

--

Points

0%

= 4.44

0%

37.5%

1.25

1.27

0%

0%

1.27

2.86

20%

0%

4.80
+

Equity

0.8

Total Points for Institution

0.80
12.56

All the outcomes points for all institutions are summed and divided in to the total available
funding to calculate a dollar value per point. The number of points for each institution is then
multiplied by that dollar value per point to calculate the funding for each institution as displayed
in figure 6.
Using FY2020 data, the dollar value per weighted hour calculation is:
$204.2 million / 44,667 points = $4,572.47 per point

Figure 6: Calculation of Funding for Outcomes Based Distribution
(Points X $4,572.47 per point = Distribution)
Institution

Points

FY2020 Distribution

EOU

1,212

$5,540,545

OIT

2,022

$9,244,295

OSU

15,038

$68,761,171

PSU

13,063

$59,730,976

SOU

1,847

$8,445,890

UO

9,001

$41,157,810

WOU

2,484

$11,358,096

44,667

$204,238,783

TOTALS
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Figure 7: FY2020 Formula Funding by Institution (before settle up)

EOU

$11,946,111

Activities
Based
Funding
$3,515,409

OIT

$14,103,219

$5,995,532

$9,244,295

$29,343,046

OSU

$18,120,440

$47,447,702

$68,761,171

$134,329,313

PSU

$4,317,926

$36,520,955

$59,730,976

$100,569,857

SOU

$8,976,721

$5,521,194

$8,445,890

$22,943,805

UO

$4,583,479

$29,326,130

$41,157,810

$75,067,419

WOU

$7,634,443

$7,832,265

$11,358,096

$26,824,804

$69,682,339

$136,159,187

$204,238,783

$410,080,309

Institution

TOTALS

Mission
Differentiation

Outcomes
Based
Funding
$5,540,545

$21,002,065

TOTAL

How do the Principles Align with the Mechanics of the Formula?
The funding model is designed to:
1.
2.
3.
4.
5.
6.
7.

Reflect the Commission’s strategic plan and Equity Lens;
Focus on student access and success with an emphasis on underrepresented populations;
Encourage educational attainment in high-demand and high-reward disciplines;
Recognize and reward distinctions in institutional mission and scope;
Recognize the cost differences in various academic program areas;
Use clearly defined, currently available data; and
Maintain clarity, simplicity and stability.

The principles to which the model aspires are pursued through different mechanisms as
illustrated in figure 8. Resident student access and success is promoted by incentivizing progress
toward a degree through the funding of completed credit hours weighted to account for the
differing costs of academic programs. Engineering for example costs more than liberal arts since
lab work is required with expensive equipment.
The regional missions of the institutions are recognized through mission differential funding.
Support for smaller institutions is included as well as for research activity. Funding for dual
credit programs and various public service programs are included in the mission differentiation
funding portion of the formula.
Funding stability is accomplished by averaging data over time to smooth out volatility and by
including a phased in approach with stop loss/stop gain governors. During the phase-in process,
the Stop Loss mechanism prevented any institution from receiving less in current year
14

allocations than a pre-determined percentage of the prior year. The Stop Loss mechanism is no
longer active. The Stop Gain mechanism prevents any institution from receiving more in current
year allocations than a pre-determined percentage increase from the prior year. And the
transition to the outcomes model was phased in over a number of years to ensure a smooth
transition.
Figure 8: Principles of the SSCM.

Promote resident
student access and
success

Support public
service activity and
regional missions

Provide funding
stability

Incentivize progress to
degree

Mission support

Data averaging

Regional support

Phased-in focus on
completion

Research support

Stop Loss/Stop Gain

Incentivize degree
outcomes

Incentivize
underrepresented
completions
Incentivize in-demand
degrees

How does the Formula Incentivize Underrepresented Student
Completions?
The success of underrepresented students is incentivized by adding additional weighting for
degrees earned by students in targeted populations. There are four categories of targeted
populations. Low income students are one as measured by Pell Grant eligibility. Racial
minorities are another. Rural students are another as defined by county of origin. Rural counties
are defined by population. And veterans are the final group as defined by service record.
The weights can stack for students who demonstrate multiple characteristics. For example, a
rural veteran student who graduates with an engineering degree would demonstrate three
characteristics.

15

The approximate degree values included in Figure 9 below provide indication of the magnitude
of the additional weighting. The completion of an underrepresented student can generate

Figure 9: Average Degree Values
$24,800
$18,200

$11,200

$14,500

Undergradute Average Undergraduate Targeted
Population

Undergraduate STEM

Graduate STEM

approximately 30% more funding for an institution through the formula. That funding is often
needed to provide additional support services to students to maintain momentum on the path to
graduation.

How much Funding is dedicated to Outcomes?
Over time, the percentage of total funding dedicated to completions has increased
by design from less than 1% in the old model to 50% in the new model as fully
implemented. The mission differential items are funded first, out of the total funding
available. The funding for them increases by the lower of the rate of inflation or the rate of
growth in the total available funding. So, the mission differential portion of the total funding
available should be stable going forward and is currently 17% of the total.
The funding associated with the formula has increased by a total of $102 million (or 37%) in the
past few years. The allocation by institution has been largely stable as measured by the
percentage of the total available funding received by each institution as noted in figure 10 below.
The old funding model (RAM) was enrollment based. And the new model was fully implemented
just recently during fiscal year 2019.

Figure 10: Allocation by Institution
FY 2015 - RAM
Institution

$

%

FY 2019 - SSCM
$

%

%
Change

Nominal
Change in
Funding

Eastern Oregon University

16,227,400

5.9%

20,186,725

5.4%

-0.6%

24%

Oregon Tech

20,073,770

7.3%

27,455,305

7.3%

0.0%

37%

Oregon State University

90,541,526

33.1%

121,751,892

32.4%

-0.7%

34%

Portland State University

61,026,998

22.3%

91,390,178

24.3%

2.0%

50%
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Southern Oregon

16,703,217

6.1%

21,270,175

5.7%

-0.4%

27%

University of Oregon

52,352,221

19.1%

69,090,989

18.4%

-0.7%

32%

Western Oregon University

16,946,716

6.2%

24,673,012

6.6%

0.4%

46%

273,871,848

100%

375,818,276

100%

0.0%

37%

TOTALS

What Factors affect the Funding Received by each Institution?
The funding received by each institution is affected by a number of factors including enrollment
of resident versus nonresident students, the success of underrepresented students, the mix of
academic programs from which students graduate and the transfer of students from other
institutions. The data feeding in to the formula is averaged over three years.

Figure 11: Percentage of Degrees Awarded
at each Institution to Nonresident Students
in 2017-18
50%

45%
40%
35%
30%
25%
20%
15%
EOU

OIT

OSU

PSU

SOU

UO

WOU

With the exception of
doctoral degree
completions, the formula
includes data for resident
students only. Non-resident
student enrollments and
degrees are not included.
However, doctoral degree
completions are included for
both resident and nonresidents. Any completions
earned by non-resident

students are not a part of the formula calculations.

Those institutions with a larger than average population, and therefore completions, of
nonresident students will likely receive below average distributions under the current formula.
The average portion of completions of nonresident students is 32%. The potential impact is felt
by those institutions above the dotted line in figure 11.

Institutions with higher than average nonresident student populations, mainly UO, OSU and
SOU, are all affected. The policy implication is that state funding should be dedicated to the
support of state residents. Institutions are expected to charge a nonresident tuition differential
to support nonresidents. That concept leads to much higher tuition charged to nonresident
students with a higher differential still for international students in some cases.
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One complicating factor in this conversation is Oregon’s participation in WICHE which is the
Western Interstate Commission for Higher Education. It allows nonresident students to pay
150% of resident tuition in Oregon. Oregon residents are allowed to do the same in other states.
This can keep the institution from collecting enough revenue on some nonresident students to
cover the cost of education.

The formula places an emphasis
on access and success of underrepresented students.
Underrepresented students in this
220 , 6%
122 , 3%
context includes low-income, racial
103 , 3%
and ethnic minorities, rural students
and veterans. Weights are added for
905 , 24%
907 , 24%
degrees awarded to under-represented
students. Figure 12 shows the total
1,268 , 34%
245 , 6%
number of degrees awarded to
underrepresented students in
academic year 2017-18. A full 82% of
EOU
OIT
OSU
PSU
SOU
UO
WOU
those degrees are awarded at the three
largest institutions (UO, OSU and
PSU). By comparison, 82% of all degrees are awarded by these three institutions.

Figure 12: Number of Degrees
Awarded to Underrepresented
Students in 2017-18

The average percentage of
the degrees awarded at each
institution to underrepresented students is 15%.
Those institutions awarding
more than that, as displayed
in figure 13, more than likely
benefit from a roughly 30%
increase in the value of each
degree awarded to those
students. This is a bonus for
PSU, SOU and WOU.

Figure 13: Percent of Degrees Awarded at
each Institution to Underrepresented
Students in 2017-18
20%
18%
16%
14%
12%
10%
EOU

OIT
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PSU

SOU

UO

WOU
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Students who are eligible
for Pell grants and who are
from rural counties are
considered under60%
represented. The formula
50%
includes incentives for these
40%
populations of students just like
Pell
30%
it does for other underRural
20%
represented students. Figure 14
10%
shows the percentage of degrees
awarded at each institution for
0%
EOU
OIT
OSU
PSU
SOU
UO
WOU
students who are Pell grant
eligible and for students from
rural counties. The respective averages are noted by dotted lines. Those institutions above the
averages potentially benefit from additive funding associated with degrees awarded to students
with those characteristics.

Figure 14: Percentage of Degrees Awarded
at each Institution to Pell and Rural
Students in 2017-18

The formula includes incentives for in-demand degrees. The current formula defines
in-demand degrees largely as STEM related degrees in science, mathematics, technology,
engineering and health. A full 90% of those degrees are produced at the three largest institutions
(UO, OSU, and PSU) with 48% of the total in 2017-18 produced by OSU alone. PSU is the next
highest with 24% of the state total.

Figure 15: Percentage of Degrees Awarded at
each Institution in STEM Fields in 2017-18
WOU
UO
SOU
PSU
OSU
OIT

EOU
0%

10%

20%

30%

40%

50%

The average percentage of
STEM degrees awarded at
each institution is
displayed in figure 15. The
average is 21%. Those
institutions that produce
more relative to other
institutions will benefit by
the incentives for
producing those degrees.
OIT and OSU produce 42%
and 34% respectively of
their degree totals in

STEM related fields including healthcare.
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In the formula degrees
Figure 16: Percentage of Degrees Awarded
awarded to community
at each Institution to CC Transfer Students
college transfer students
are discounted relative to in 2017-18
non-transfer students.
40%
This means a university that
35%
graduates a community
30%
25%
college transfer student will
20%
earn less for that completion
15%
than they would for a student
10%
who started and graduated
5%
0%
from the same university.
EOU
OIT
OSU
PSU
SOU
UO
WOU
About 40% of all the degrees
awarded to community college transfer students are conferred by PSU. The percentage of total
degrees awarded that are community college transfer students is 19%. Institutions that award
relatively more degrees than average to transfer students are potentially affected by the
discount. Figure 16 shows PSU is potentially affected with SOU and OSU closely behind. The
discount only applies to transfers from Oregon community colleges. The discount does not apply
to students transferring from other universities or private institutions.

How much Funding on Average does each Institution receive for a
Resident, Undergraduate Degree?
The average funding in the formula received by each institution for a resident, undergraduate
degree as included in figure 17 averages just over $12,000. As discussed in the prior section, the
funding received by each institution is affected by a number of factors in the calculation of the
distribution of the formula. So as a benchmark, the chart in figure 17 shows the average funding
received by the institution for each resident, undergraduate degree conferred.

The data in the chart is listed below figure 17. The average value varies somewhat but across all
the institutions is just over $12,000. OIT is the highest at $16,850 with EOU being the lowest at
$10,533. And this again is largely based on academic program mix and other factors as
previously noted.
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Value of a Resident, Undergraduate Degree

Figure 17: Average Value of a Resident, Undergraduate Degree
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Average Volume of Degrees

University
EOU
OIT
OSU
PSU
SOU
UO
WOU
All

Average
Volume of
Degrees
201
298
2,783
1,976
346
2,099
448
8,151

Average
Value of a
Degree
$ 10,533
$ 16,850
$ 13,194
$ 11,824
$ 11,139
$ 10,643
$ 11,331
$ 12,083

% of Total
Degrees
2%
4%
34%
24%
4%
26%
6%
100%
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Formula Review Process
As outlined in Oregon Administrative Rule 715-013-0025 (10), during the even numbered year
of every third biennium, the Executive Director of the Higher Education Coordinating
Commission (HECC) will convene a workgroup of stakeholders and HECC staff to recommend
changes to the Student Success and Completion Model (SSCM) to match the strategic priorities
of the State of Oregon and the HECC as appropriate.

Operating Assumptions
As part of the process, certain operating assumptions were outlined to guide the review process
including the following:








Fundamentally, the formula is designed to allow for the distribution of state funding in
support of student access and completion and applies objectively to all public
universities without regard to winners and losers. The assumption is that Oregon
deserves a public system organized to maximize student success.
The formula is not a tool used to govern but rather a tool to marshal resources in the
pursuit of the state’s higher education goals. The assumption is that state resources are
provided to maximize learning outcomes and student success.
The governance of the institutions across all funding sources, including those revenues
defined by the SSCM, is left to the independent university boards. The assumption is
there should be centralized coordination with local governance and management.
The implementation of the SSCM is too recent to fundamentally shift away from the use
of an outcomes-based model.

Guiding Principles
The guiding principles of the formula review process were established such that any changes to
the funding model should focus on the policy priorities of the HECC and how those priorities are
imbedded within the model. Specifically, the model should:
1. Reflect the Commission’s strategic plan and Equity Lens;
2. Focus on student access and success with an emphasis on underrepresented
populations;
3. Encourage educational attainment in high-demand and high-reward disciplines;
4. Recognize and reward distinctions in institutional mission and scope;
5. Recognize the cost differences in various academic program areas;
6. Use clearly defined, currently available data; and
7. Maintain clarity, simplicity and stability.
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Goals of Each Component
Since the recommendations largely relate to technical areas of the formula, the major
components of the formula will remain intact. These include mission differentiation funding,
activities-based funding, and outcomes-based funding. The goals of each component are
outlined below.

Mission Differentiation
The goal of mission differentiation funding is to recognize each institution’s unique mission. The
HECC does not specify or track the institutions’ distribution and use of this funding. Institutions
should use this funding to provide public services and to support institution-specific missions
which could include research, dual credit, enhanced academic programming, regionally-focused
outreach, and others as applicable.

Mission differentiation funding should also be used to provide a stable foundation of financial
support for each institution and any subordinate regional campus. It should act as base funding
that provides stability and predictability in support of essential operations including those fixed
costs that are independent of enrollment. The goal is to ensure geographic access to public
higher education for all Oregonians.

Activities Based Funding
Activities Based Funding (ABF) distributes resources based on student credit hour (SCH)
completions of Oregon resident students at both the undergraduate and graduate levels. The
ABF portion of the formula is designed to support many of the SSCM Guiding Principles
including a focus on access and success and the recognition of the cost differences in various
program areas. This component includes the following principles:



Enrollment driven – 40% of remaining PUSF funds, after Mission Differentiation,
goes to ABF.



Focus on Resident students – For SSCM purposes, the count of resident students
includes students receiving tuition equity for non-citizens, as well as tuition equity for
veteran, resident students.
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Focus on implied cost recovery – This portion of the formula is designed to be a
reimbursement for the cost of delivering instruction. Different courses cost different
amounts to deliver as reflected by the embedded cost weights.

Outcomes Based Funding
Outcomes Based Funding (OBF) rewards degree and certificate completions by Oregon resident
students to align with the state’s goal of 40-40-20. As such, the priority should be on
undergraduate completions. This portion of the formula is designed to support many of the
SSCM Guiding Principles including reflecting the Commission’s strategic plan and equity lens
and including a focus on access and success with an emphasis on underrepresented populations.
This component includes the following principles:



Completion driven – 60% of remaining PUSF funds, after Mission Differentiation,
goes to OBF.



Rewards degree and certificate completions by Oregon resident students and
doctoral completions by non-residents. Priority for undergraduate completions.



Focus on incentivizes – This portion of the formula includes incentives for
institutions to drive completions to align with the state’s higher education goals of 4040-20.



Four primary incentives provide additional weighting in the OBF portion of the
allocation formula:
 Degree level (Bachelor’s 2.0, Master’s 1.0, Professional 1.0, Doctoral 1.4, Certificate
0.2)
 Academic discipline and level of instruction (cost weight)
 Area of study bonus for high-demand and high-reward fields (STEM, health, and
bilingual education)
 Completions by underrepresented students (racial minority, low-income, rural and
military veteran)

24

Workgroup Membership
The membership of the workgroup included representation from the institutions, faculty,
students and consulting experts as noted below. The consulting experts participated to offer
guidance and advice.






Universities – one member each
Oregon Student Association – one member
Interinstitutional Faculty Senate – one member
Consulting Experts – two members
Oregon Council of Presidents (OCOP) Representative – one member

The university presidents were asked to appoint members to the formula advisory workgroup
from a broad range of institutional stakeholders. Each university appointed both a primary and
alternate member to the workgroup with the expectation that the primary member will
substantially engage in deliberative decisions of the workgroup. Alternate members participated
as appropriate to provide additional perspective. The full membership of the workgroup is listed
below.

Eastern Oregon University

Oregon Institute of Technology

Oregon State University

Primary

Alternate

Lara Moore

LeeAnn Case

VP, Finance & Admin

Budget Director

Brian Fox

Dr. Erika Veth

VP, Finance & Admin

Assoc VP, Enrollment

Dr. Sherm Bloomer

Jan Lewis

Budget Director

Budget Liaison

Kelly Sparks
AVP, Finance and Planning

Portland State University

Dr. Kevin Reynolds

Kevin Neely

VP, Finance & Admin

Director, Govt Relations
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Southern Oregon University

University of Oregon

Jason Catz

Greg Perkinson

General Counsel

VP, Finance & Admin

Jamie Moffitt

Dr. Brad Shelton

VP, Finance & Admin

Executive Vice Provost,
Academic Operations

Western Oregon University

David McDonald

Dr. Ana Karaman

Assoc VP, Public Affairs &

VP, Finance & Admin

Strategic Initiatives

Council of Presidents

Interinstitutional Faculty Senate

Oregon Student Association

Dana Richardson

Sione Filimoehala

Executive Director

Budget Director

Dr. William Harbaugh

Donna Losciuto Lane

Professor, UO

President, IFS

Britney Sharp

Fernando Arellano

Student Body President

OSU – Cascades
Director, Legislative Affairs

Consulting Experts

Consulting Expert

Scott Boelscher

Martha Snyder

HCM Strategists

HCM Strategists

Terri Taylor
Lumina Foundation
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Timeline
In order to advise HECC staff, the workgroup met once a month from October 2019 through
March 2020. After a pause related to the COVID-19 pandemic, meetings resumed remotely in
June 2020 and continued through October 2020. Recommendations were made by HECC staff
to the Commission during its November 2020 F&A subcommittee meeting.

Workgroup Charge
The workgroup considered a number of features of the current SSCM across a range of areas.
These areas, listed below, were based on staff discussions with both internal and external
stakeholders with the workgroup setting the full agenda during its kickoff meeting in October
2019.
1. Cost Weights. The cost weights are an artifact of the Oregon University System’s (OUS)
Resource Allocation Model (RAM), which was the precursor to the Student Success and
Completion Model. Those values were derived from the Delaware Cost Study and have
not been updated in over two decades. The cost weights are applied to both the outcomes
and activities portions of the formula according to the discipline and degree or student
level in which they were earned.
a. The workgroup shall consider whether the cost weights should be updated.
b. The workgroup shall consider developing a cost study to aid in updating the cost
weights.
2. Mission Differentiation. Mission differentiation recognizes and rewards distinctions
between the universities in terms of their institutional mission, research, and size.
Mission differentiation is inflated by the lesser of the year-over-year change in the Public
University Support Fund or the Consumer Price Index. Funding for mission
differentiation is subtracted from the overall PUSF, leaving the remainder to be allocated
to outcomes and activities in the formula.
a. For small institutions, the workgroup shall consider a supplement.
b. Other parts of the mission differentiation (“special items”) shall be reviewed for
obsolescence.
3. Incentive Stacking. The workgroup shall consider if the incentives within the formula are
aligned with state priorities and are appropriate relative to the total outcomes-based
funding available. The workgroup should consider whether cost weights should continue
to be applied to the outcomes portion of the formula given the other bonuses available.
4. Transfer Degrees. Currently, a completion is only counted as a transfer degree if the
student who earned the degree transferred from an Oregon community college to a
public university. A discount is then applied to that completion’s overall weight.
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a. The workgroup shall consider if the completion funding should be shared by two
or more public universities if the student transferred from one public university.
b. The workgroup shall also consider a discount to the completion at the public
university from which the student graduated if the student transferred from
another public university.
5. Performance Improvement Weighting. The formula allocates funding to universities
according the volume, degree and student level, and program mixture of outcomes and
activities at each institution, relative to each other. A potential alternative would allocate
funding using similar or identical measures but taking into account their year-over-year
change within each institution.
6. Collaboration. Collaboration is an increasingly important state priority for institutions of
higher education. The university capital rubric includes an incentive for collaboration.
The workgroup should consider if the SSCM should include collaboration in some way to
further incentive that desired behavior.
7. Student Affordability. The workgroup may consider how affordable each institution is
terms of debt load at graduation and potential earnings after some number of year as
part of the formula’s outcomes-based funding.
Potential Technical Corrections
8. Bilingual Education. A bilingual endorsement earns an area of study bonus, not unlike
the way Science, Technology, and Engineering (STEM) or health disciplines do. The
Teacher Standards and Practices Commission of Oregon changed licensing
requirements, allowing bilingual teachers to go without an endorsement to teach English
for Speakers of Other Languages (ESOL). The workgroup shall consider how bilingual
designations earned by teachers should be counted in the formula.
9. Veterans. Veterans are currently considered underrepresented students in the formula
and are eligible for bonus weighting. The workgroup shall consider how to reliably count
all veterans while excluding their dependents, who may be using the Post-9/11 G.I. Bill.

28

Meetings – Discussion Topics
The workgroup met a total of 14 times totaling 32 hours over 12 months.
October 23, 2019 – Kick-off meeting. Introductions, process overview, discussion of
background information, setting the agenda and establishing meeting schedule.
November 22, 2019 – SSCM model overview, cost weights.
December 20, 2019 – Continued discussion of cost weights, mission differentiation funding,
incentive stacking and agenda for remaining meetings.
January 10, 2020 – Continued discussion of mission differentiation, transfer degrees and
collaboration.
February 21, 2020 – Data Day. Deep dive in to the data that feeds into the formula and
potential technical corrections.
March 13, 2020 – Affordability Day. Teri Taylor, from the Lumina Foundation, facilitated a
discussion on student affordability, and how other states are addressing the topic in their
funding formulas.
June 26, 2020 – Discussion of areas of agreement and remaining questions.
July 9, 2020 – Discussion of potential formula revision recommendations.
July 23, 2020 – Recap of progress made and recommendations; discussion of mission
differentiation funding and finalizing cost weights.
July 29, 2020 – Discussion of mission differentiation funding ideas and options.
August 3, 2020 – Discussion of mission differentiation funding, stop gain/stop loss
mechanism, implementation timeline.
September 22, 2020 – Review of HECC guidance provided during the September Funding
and Achievement Subcommittee meeting; discussion of mission differentiation options and
graduate education issue.
October 1, 2020 – Reviewed updated formula workbook; discussed mission differentiation
funding design.
October 8, 2020 – Mission differentiation consensus setting; a review of calculation and data
questions; discussion of equity distribution and related issues.
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Recommendations
Process Improvements with No Impact on the the Funding Distribution
1 – Hold periodic advisory group meetings to consider the quality of the data used
for the SSCM, to review the type of degrees considered for the area of study bonus,
and to consider other topics as appropriate.
Future data topics for this workgroup include how to count and define rural students, military
veteran students, and underrepresented students in the model. As part of the area of study
bonus, and as the needs of the state change over time, the degrees incentivized in the formula
should be re-evaluated based on current economic data and statewide need.

Equity and affordability issues should also be considered by an advisory workgroup and should
be standing charges. The existing focus on underrepresented populations in the formula will
continue. Future advisory workgroups can further enhance the state’s equity work and reinforce
the HECC’s equity focus. Doing so will require a broader conversation among stakeholders.

2 – Conduct SSCM surveys to gather information from stakeholders.
In an effort to better understand the impact of the formula’s design, additional information from
the institutions and other stakeholders about how the formula affects institutional behavior is
needed to better understand the model’s impact on specific policy questions. The data collected
could be used to more effectively incentivize the pursuit of state goals. It could also inform the
long-term direction of state policy.

Data Improvements with a Negligible Impact on the Funding
Distribution
3 – Use a nationally defined list of STEM degrees for the area of study bonus.
The current definition of STEM degrees includes the following Catalog of Instructional
Programs (CIP) codes denoting the following academic areas:
•
•
•
•

11 – Computer and Information Science
14 – Engineering
15 – Engineering Technologies
26 – Biological/Biomedical Sciences
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•
•
•
•
•
•

27 – Mathematics and Statistics
40 – Physical Sciences
30.01 – Multi/Interdisciplinary Studies: Biological & Phys. Sciences
30.06 – Multi/ Interdisciplinary Studies: Systems Science & Theory
30.08 – Multi/ Interdisciplinary Studies: Math & Computer Science
30.18 – Multi/ Interdisciplinary Studies: Natural Sciences

In the current formula, science, technology, engineering and math (STEM) degrees are
incentivized with an area of study bonus in the outcomes portion of the formula to encourage
educational attainment in high-demand and high-reward disciplines. The current definition of
STEM degrees has been in use for some time and is not consistent with other national
definitions potentially undercounting in comparison.

While no universally accepted definition exists, there are a number of alternatives. The State
Higher Education Executive Officers (SHEEO) organization has defined an appropriate list.
There is also a list created by the US Department of Education for the Department of Homeland
Security (DHS) for use in the F1 student visa program. Also, the US Department of Veteran’s
Affairs maintains a list for use with its programs which is similar to the DHS list.

DHS maintains a complete list of fields that fall within the regulatory definition of a STEM field
which includes those involving research, innovation or development of new technologies
incorporating engineering, mathematics, computer science or natural sciences (including
physical, biological and agricultural sciences). All fields of study in the four core STEM areas of
engineering, biological sciences, mathematics and physical sciences are included.

The DHS list is more inclusive of technology related fields that may not intuitively fit within the
natural sciences. Educational technology is one example. Traditionally not considered STEM,
degrees awarded in educational technology involve innovation and the development of new
technologies applied to the teaching discipline.

Additionally, the DHS list includes health related fields which are also eligible for the area of
study bonus. This broader definition is a more consistent and modernized approach to
identifying STEM areas that should be eligible for the area of study bonus. The list of applicable
areas is known as the STEM Designated Degree Program List.24 The change to a more consistent
definition will increase the number of STEM degrees currently in the formula calculations as
shown in figure 18.

24

https://www.ice.gov/sites/default/files/documents/Document/2016/stem-list.pdf
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Figure 18: STEM Degrees, 2018-19
EOU

OIT

OSU

PSU

SOU

UO

WOU Total

Current Definition

15

224

1,497

917

48

535

77

3,313

Revised Definition

39

236

1,950

1,027

66

596

93

4,007

This recommendation is considered a technical adjustment that leaves existing policy in place
while applying a more consistent definition relative to other, national data sources. This broader
definition of STEM is not expected to impact the distribution of funding in a significant manner,
although a slight increase is expected for those institutions without engineering programs.
Consensus was reached for this recommendation.

There was some discussion during the workgroup process of the need for an area of study bonus
altogether. The area of study bonus is a design element included in the formula as a response to
the guiding principle of encouraging educational attainment in high-demand and high-reward
disciplines. Since that principle remains, the area of study bonus remains. Whether or not that
principle should continue in the formula design can be part of a future review.

4 – Update the definition of bilingual education.
Bilingual education is another field eligible for the area of study bonus. This is another policy
choice made by the HECC and is expected to continue. The current definition is no longer
applicable as the Teacher Standards and Practices Commission (TSPC) has altered its approach.

Currently the number of bilingual educators is under reported simply because TSPC awards the
bilingual educator certification, and neither the institutions nor HECC have TSPC data. This was
a change in practice over time. Therefore, a new way to count bilingual educators was needed in
order to properly apply the area of study bonus.

In collaboration with the deans of the colleges of education at the universities and TSPC, the
definition will be updated to include the completion of a TSPC-approved dual language
specialization or the completion of a TSPC-approved English as a Second Language (ESOL)
endorsement program and the demonstration of proficiency in a second language by passing an
approved language test.
The recommended definition is:
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Completion of a TSPC-approved Dual Language Specialization
OR
Completion of a TSPC-approved ESOL endorsement program, AND
Demonstration of proficiency in a second language by passing a language competency test
recognized by TSPC including either NES or ACTFL

The improved definition will correctly account for all the bilingual education graduates and
properly apply the area of study bonus consistent with existing policy. Consensus was reached
for this recommendation.

5 – Define completion by the number of students and not degrees.
The current calculation for the outcomes portion of the formula includes all degrees earned by
resident students and doctoral degrees earned by both residents and non-residents alike. In rare
instances, a student will graduate with multiple undergraduate degrees. This is often by design
in that some programs allow for the student to earn degrees in complementary academic
disciplines, an example of which is an education degree and a degree in a content area like
engineering. This is an unintended consequence of the current formula design.

Figure 19 includes data on the number of students with multiple degrees awarded during
academic year 2018-19. The majority of these occur at OSU in the education area. Counting
graduates instead of degrees better aligns with the state’s higher education attainment goal of
40-40-20. Therefore, the recommendation is that only one degree should be counted for these
students. It is the higher valued degree that should be counted.

Figure 19: Multiple Degrees Earned by the Same Student, FY2018-19

Students with
multiple degrees

EOU

OIT

OSU

PSU

SOU

UO

WOU

6

7

212

7

3

40

7

This technical change is not expected to impact the distribution of funding in a significant
manner in the aggregate. However, it could create an estimated $800,000 - $1,000,000 impact
for OSU. Consensus was reached for this recommendation.
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Technical and Policy Improvements with an Impact on the Funding
Distribution
6 – Apply transfer weighting to all transfer students alike and then also apply a
bonus for community college transfers specifically.

In the outcomes portion of the current formula design, degrees awarded to students who
transfer from an Oregon community college are weighted at 62.5%. This is done in recognition
of the amount of instruction provided at the community college which should then be
discounted from the degree funding awarded to the degree granting institution. HECC staff
reviewed the enrollment activity of transfer students to confirm that 62.5% was still accurate.
More information on the number of transfer students by institution is included in the appendix.

Other policy work has recently been completed to define transfer pathways between community
colleges and public universities. These transfer pathways will help create more efficient degree
attainment opportunities for students and could potentially affect affordability by reducing the
average number of credit hours attempted while earning a degree.

In an effort to incentive the use of transfer pathways, and in response to the workgroup charge
related to collaboration, the workgroup recommends adding a bonus for completions earned by
Oregon community college transfers. The calculation of the bonus will be consistent with that of
the other bonuses offered in the formula. The size of the bonus will be sufficient to bring the
value of the community college transfer degrees on par with that of non-transfer degrees.

This recommendation alters existing policy to the extent that it expands the application of
transfer weighting equally to all transfer students. It also recognizes and supports the transfer
pathways recently created in an effort to incentivize cross-sector collaboration. Consensus was
reached for this recommendation.

7 – Modify the area of study bonus to be additive.
There are four sets of adjustments applied in the outcomes portion of the current formula. They
include degree weights, cost weights, an area of study bonus, and a bonus for targeted
populations. Making the area of study bonus additive will achieve a consistent bonus regardless
of academic major.
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The current calculation methodology:
(degree weight) X (cost weight) X (area of study bonus) + (targeted population bonus) =
weighted points
Example – undergraduate engineering degree, non-transfer, not a targeted population
2.00 X 1.85 X 20% = 4.44

(bonus is 0.74 or 37% of degree weight)

The revised calculation methodology:
(degree weight) X (cost weight) + (area of study bonus) + (targeted population bonus) =
weighted points
Example – undergraduate engineering degree, non-transfer, not a targeted population
2.00 X 1.85 + 0.4 = 4.10

(bonus is 0.40 or 20% of degree weight)

In the current formula, given the example above, the degree weight of 2.0 is multiplied by the
cost weight of 1.85 leading to 3.7 points. The 20% area of study bonus is then applied to that
calculation leading to an effective bonus of 37% when compared to the degree weight of 2.0
(0.74 divided by 2.0). With the current methodology, the value of the area of study bonus varies
based on the magnitude of the cost weight of the particular degree program when expressed as a
percentage of the degree weight.

As a matter of policy, the area of study bonus should provide a consistent twenty percent
incentive regardless of degree program. With that in mind, it should be calibrated to add a
number of points relative to the degree weight. Therefore, for undergraduate degrees, the area of
study bonus should be modified to add 0.4 points for each STEM degree resulting in a
consistent 20% incentive (0.4 divided by 2.0).

This recommendation changes the calculation methodology for the area of study bonus in an
effort to address consistency. It will be consistent with the targeted population bonus and will
not alter the magnitude of the bonus via the cost weight. Consensus was reached for this
recommendation.

The estimated, incremental impact to the funding distribution by institution resulting from the
seven recommendations listed above is included in figure 20 below. This is a look at the funding
distribution before and after these recommended improvements using FY2020 data and
includes the impact of only the changes recommended above with all else being equal.
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Figure 20: Estimated Incremental Impact to Funding Distribution
Current

Revised

$ Variance

% Variance

EOU

20,996,848

$21,110,852

$114,004

0.5%

OIT

29,421,165

$29,055,355

$(365,810)

-1.2%

OSU

134,780,800

$132,929,120

$(1,851,680)

-1.4%

PSU

99,712,572

$100,934,247

$1,221,675

1.2%

SOU

22,696,196

$22,866,167

$169,971

0.7%

UO

75,630,667

$76,147,439

$516,772

0.7%

WOU

26,842,063

$27,037,131

$195,071

0.7%

$ 410,080,311

$ 410,080,311

-

-

TOTALS

8 – Update the cost weights.
The current set of cost weights used in the SSCM has not been updated in many years. Cost
weights are used in the formula in recognition that some courses are more expensive to offer
than others. Instruction in engineering, for example, is more expensive than instruction in
English literature. Cost weights are applied in both the activities-based and outcomes-based
portions of the formula.

The value of having cost weights lies in the differences between the rates rather than the
nominal value of the rates. If based on actual costs, those differences will vary between states.
The rates in some states are consistently lower than in other states and vice versa. The cost
weights from a number of states were considered including Florida, Ohio, Illinois, Texas, and
Nevada.

Overall, the differences in the rates within the current weights in the SSCM were fairly
consistent to those in other states at the undergraduate level. This was not true for the graduate
level weights. The current SSCM weights were consistently lower and therefore, undervalue
graduate education. It is important to have a set of weights which reasonably recognize
nationally-normed cost differences across different levels of instruction as well as by discipline.

Ideally, the cost weights used in the Oregon model would be based on data originating from the
public universities and updated frequently coupled with a comparison to similar weights
nationally. The ability of the institutions to support the creation of a cost study to generate the
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cost weights is limited, meaning that any updates are dependent on existing weights used in
other states. Using weights in other states will help ensure that costs applied in the Oregon
model are consistent for different kinds of instruction.

The use of any one state’s weights or even a combination of weights leads to the reorientation of
funding from the TRUs to the larger institutions (UO, OSU and PSU) as a result of the current
underfunding of graduate coursework. The amount of volatility is dependent upon the set of
weights used. Using a calculated set of weights, based on averages from the weights used in
other states, will accomplish the goal of updating the weights used in the SSCM while managing
the volatility in the formula. A list of the current cost weights and the recommended, revised
cost weights is included in the appendix by instructional program and level of instruction.

During the review process, the amount of funding redistributed from undergraduate to graduate
education due to updating the cost weights was considered inconsistent with the commission’s
stated policy goal of prioritizing undergraduate, resident attainment. As a result, a
counterbalance was applied. The graduate cost weights were updated and then discounted to the
level needed to maintain the existing ratio of funding distributed for graduate education which
is 17% of the activities and outcomes-based funding combined.

With that counterbalance in place, this recommendation modernizes the cost weights to
appropriately recognize the cost differences in various academic program areas. Consensus was
reached for this recommendation.

The estimated, incremental impact to the funding distribution by institution resulting from the
change in cost weights is included in figure 21 below. This is a look at the funding distribution
before and after changing the cost weights using FY2020 data and includes the impact of only
this recommendation with all else being equal before any counterbalance is applied for graduate
education.

Figure 21: Estimated Incremental Impact to Funding Distribution
Current

Revised

$ Variance

% Variance

EOU

20,996,848

$20,321,419

$(675,429)

-3.2%

OIT

29,421,165

$26,597,313

$(2,823,852)

-9.6%

OSU

134,780,800

$141,010,740

$6,229,940

4.6%

PSU

99,712,572

$99,289,326

$(423,246)

-0.4%
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SOU

22,696,196

$21,605,010

$(1,091,186)

-4.8%

UO

75,630,667

$76,570,732

$940,065

1.2%

WOU

26,842,063

$24,685,771

$(2,156,289)

-8.0%

$ 410,080,311

$ 410,080,311

-

-

TOTALS

9 – Simplify mission differentiation to recognize unique missions, to focus on
funding stability, and to provide regional access all with an objective design.

Mission differentiation funding is designed to support the various missions the institutions
perform. Currently in rule there are 33 items totaling $69.1 million in FY2020 which represents
17% of the total funding available. The line items were largely transferred from the old resource
allocation model (RAM) in use before the creation of the SSCM and were the result of previous
decision making and strategic policy choices.

Currently, mission differentiation includes three components: mission support ($28.4 million),
regional support ($34.1 million) and research support ($6.6 million). Figure 22 below provides a
summary of the amounts by category for each institution. Only the technical/regional
institutions (EOU, OIT, SOU and WOU) and OSU-Cascades currently receive funding for
regional support. The funding grows by the lessor of inflation or the growth in the overall
funding for the PUSF.

Figure 22: Current Mission Differentiation Amounts by Category
EOU
Mission

OIT

OSU*

PSU

12,051,469

Regional

10,462,023

7,375,848

2,825,934

Research

93,501

92,625

3,080,269

978,494

142,561

1,973,716

218,530

11,832,221

13,980,522

17,957,672

4,235,987

8,912,464

4,543,582

7,586,611

7,319,845

2,569,866

WOU

6,512,049

-

1,450,058

UO

1,276,697

TOTAL

3,257,493

SOU

-

1,263,647
6,104,434

*includes OSU-Corvallis and OSU-Cascades. Regional funding is for OSU-Cascades.

This component of the existing formula was the source of more debate than any other topic
during the review process. From the beginning, the Commission expressed a desire to simplify
the number of line items and design a more equitable distribution. The workgroup expressed a
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desire to continue including the three components of mission support, regional support and
research support. The workgroup asked for, and received, additional Commission guidance as
provided during the September 2020 F&A subcommittee meeting. A number of options were
considered. Ultimately, consensus on an alternative could not be reached among the workgroup
members.

During the workgroup’s deliberations, other questions arose including how much of the overall
formula should be devoted to mission differentiation and which institutions should be included
in which components. A robust discussion around these questions was held during the August
2020 F&A subcommittee meeting resulting in additional commission guidance provided during
the September 2020 F&A subcommittee meeting.

The guidance provided to the workgroup regarding mission differentiation included the
following three items expressing the Commission’s desire to:

1. Reaffirm our expectation that the mission differentiation component of the SSCM will be
retained but significantly simplified. Establish that the SSCM’s approach to mission
differentiation funding should treat all of the institutions equitably, either by providing
equivalent funding to each institution or by using a rational and consistent formula.
2. Establish that the SSCM should dedicate a specific, limited amount of funding for
mission differentiation and regional support. This should be similar to the amount
currently within the formula ($69M). This amount should grow by the rate of inflation
but protected from extraordinary cuts in the total amount of PUSF funding in order to
provide some stability for institutions in the face of volatile economic conditions.
3. Establish that mission differentiation funding for OSU-Cascades should be continued
based on the current practice of reflecting that it is a campus of OSU and provides
regional access for the area in which it is located.

As a result, the recommendation, in keeping with the Commission’s guidance, is to simplify
while using an objective approach that includes four components. The amount devoted to
mission differentiation will be consistent with the current formula, amounting to 17% of the
total formula amount, and will continue to grow by the lessor of inflation or the growth in the
overall funding for the PUSF.

The first component is an allocation of base funding of $2.9 million. This is to provide a stable
foundation of financial support for essential operations including those fixed costs that are
independent of enrollment and is similar to the base payment mechanism included in the
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community college funding formula (CCSF). A variable amount of funding is also included in
this component based on the number of resident FTEs and a dollar value per FTE for those
institutions with resident FTE enrollment of less than 4,000 FTEs. This is in recognition that
those institutions lack an economy of scale.

The second component of the recommendation is a formula driven allocation for regional access
to ensure the availability of public higher education for all Oregonians. The design is also similar
to the base payment mechanism included in the CCSF in that it includes funding per resident
FTE up to 4,000 FTEs. The calculation is based on the number of resident FTEs, a funding
amount per FTE, and an institutional size factor.

An additional amount is added for FTEs below that level but is capped at $2.2 million. This
funding only applies to the technical/regional institutions along with an allocation for OSUCascades calculated using the same process. A table listing all the institutional size factors is
included in the appendix.

The third component is funding for general research support. The calculation uses a formula
approach based on the three-year average of federal research expenditures as reported by the
National Center for Education Statistics (NCES). The funding total for this component is capped
at $5.0 million total. The amount each institution receives is based on their proportional share
of the total spending with the amount for each institution capped at $2.5 million.

The fourth component is funding for public services. The calculation is based on a dollar value of
$330 per resident FTE with a maximum allocation of $4.7 million per institution. This funding
is to ensure institutions have resources available to provide public outreach and services to the
general public with a focus on underserved populations.

When transitioning away from line items, a few issues were identified. In the current mission
differentiation design, certain line items are included to support institutional operations. These
include supplemental funding for engineering technology and healthcare technology programs,
funding for the Veterinary Diagnostic Lab, building maintenance funding for state-wide public
services, and funding for dual credit support. The policy question then becomes whether or not
that operational support continues.

The decision was made to increase the cost weights in two categories to recognize the additional
cost of offering engineering technology and healthcare technology programming. The cost
weights, based on data and context from other states, are largely driven by large, lecture hall
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style classes. As a result, the cost weights for CIP category 15 (engineering technologies) were set
at the same rates as used for CIP category 14 (engineering). This leads to a 6% increase for the
engineering technologies weights.

This is more of an issue for healthcare in that many of the courses offered are technology driven
and more akin to nursing and other medical professions offered at health-related institutions
than health and kinesiology courses found at large universities. As a result, the cost weights for
CIP category 51.1005 (Clinical Laboratory Science/Medical Technology/Technologist) were
increased by 100% compared to CIP category 51 (health professions). This is lower than the
weights used for pharmacy. The increase is somewhat arbitrary but designed to recognize the
higher cost experience.

A decision was also made to pursue moving the line item funding for the Veterinary Diagnostic
Lab and the building maintenance funding for state-wide public services out of the PUSF. The
lab funding could be moved to state programs and the building maintenance funding could be
moved to the statewide public services. This is a conversation with the Governor’s Office and
Legislature as to whether or not this action will occur. The staff recommendation is to do so.

Support for dual credit was also considered. In the current mission differentiation design,
completed dual credit hours are funded at about $55 per hour. The staff recommendation is to
fund completed dual credit hours in the activities-based component of the formula but to
multiply those hours by a dedicated cost weight of approximately 1.76 to continue funding at the
current rate. Certain stakeholders were concerned that any reduction to the current level of
funding would impair the ability of the TRUs to continue offering dual credit programs in
conjunction with high schools around the state.

The estimated impact to the mission differentiation distribution by institution resulting from
the recommended changes is included in figures 23 and 23 (a) below. Figure 23 considers the
funding distribution, for mission differentiation only, before and after the changes using
FY2020 data. Figure 23 (a) compares the mission differentiation funding per resident FTE in
the current formula design compared to the recommended design. It also includes a comparison
to a flat-funded design for illustrative purposes.
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Figure 23: Estimated Impact to Mission Differentiation Distribution
Current

Revised

$ Variance

% Variance

EOU

11,832,221

10,957,033

(875,188)

-7.4%

OIT

13,980,522

10,135,112

(3,845,410)

-27.5%

OSU Corvallis

15,116,865

9,738,706

(5,378,159)

-35.6%

OSU Cascades

2,840,807

3,003,610

162,803

5.7%

PSU

4,235,987

7,902,489

3,666,502

86.6%

SOU

8,912,464

9,955,441

1,042,977

11.7%

UO

4,543,582

7,324,248

2,780,666

61.2%

WOU

7,586,611

9,056,692

1,470,081

19.4%

$69,049,059

$68,073,331

($975,728)

(1.4%)

TOTALS

Figure 23(a): Mission Differentiation Funding per Resident FTE
Current Design

Revised Design

EOU

7,423

6,874

6,274

OIT

5,436

3,941

3,888

OSU –
Corvallis

980

631

648

OSU Cascades

3,957

4,183

4,178

PSU

277

517

654

SOU

3,380

3,775

3,792

401

646

882

2,080

2,483

2,741

$1,297

$1,279

$1,371

UO
WOU
TOTALS

Flat Funded
Design
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Implementation Improvements with an Impact on the Funding
Distribution
10 – Redefine the funding available for the mission differentiation component of
the formula.

Under the current formula, MD funding is designed to grow at the lessor of inflation or the
growth in the PUSF. This comparison is conducted annually. Inflation is pegged to the consumer
price index (CPI). By practice, 49% of the PUSF allocated in the first year of the biennium and
51% is allocated in the second year.

Some of the institutions are concerned about the current design in which the total funding for
mission differentiation declines as PUSF funding declines, but only grows at the rate of inflation
once the PUSF funding recovers. This is often referred to as a “one-sided ratchet,” in which the
overall funding for MD is allowed to drop and never recovers once PUSF funding levels recover.
This creates vulnerability for those institutions more dependent on the mission differentiation
portion of the formula.

Other institutions are concerned that pegging the amount of the formula dedicated to MD
funding at a set percentage in an effort to protect MD during funding cuts would
disproportionally affect those institutions less dependent on MD funding. The original intent of
the cap on mission differential was to grow the outcome portion of the funding over time to
create an ever-stronger focus on student access and completion. The question then becomes,
how do we balance both sets of concerns with an objective design?

Currently, MD is funded at $71 million, or 16.6% of the total PUSF in FY2021. Staff recommends
establishing a “MD funding index” equal to $71 million adjusted annually by CPI. Under the new
formula, MD would annually equal 16.6% of PUSF or the funding index, whichever is less. This
recommendation addresses both concerns by removing the one-sided ratchet while also growing
the portion of funding allocated to activities and outcomes over the long term.
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11 – Define the stop-loss as 2% more than the overall, expected loss of funding in
the PUSF as measured year to year.

The Commission has committed to phase in any changes to the SSCM over time in support of
the principle of providing funding stability. The question is how to do that when the total PUSF
is expected to decrease in the next biennium or two.

When the SSCM was initially adopted five years ago, the state funding context was different. The
formula was being overhauled and transitioned from an enrollment basis to one that
emphasized outcomes. At the same time, increases in state funding were expected. As a result,
the stop loss/stop gain mechanism was designed to allow for an orderly transition to outcomes
over time and ensure that no one institution experienced extraordinary gains relative to the
others.

This year, under the staff-recommended changes and potentially flat or reduced state funding,
the conversation has focused on ensuring that no institution experiences extraordinary losses
relative to others. As such, the stop loss should be defined as a loss over and above the total
PUSF decrease. This would speak to an “extraordinary” loss.

For example, if the total PUSF funding for FY2022 declines 4%, which it does under a flatfunded 2021-23 PUSF amount due to the 49/51 split, the stop loss could be set at an additional
2%. This would mean no institution would experience more than a 6% decline in funding from
FY2021 to FY2022. This is the staff recommendation.

Continuing under this same scenario (a flat-funded 2021-23 PUSF), the PUSF distribution for
FY2023 would increase by 4% over the prior, first year of the biennium. At an institutional level,
the increase from FY2022 to FY2023 would likely vary between 1% and 6%. Therefore, a stop
loss would not be needed since all institutions would likely experience an increase in funding.
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Potential Impact
The policy priorities of the formula will remain unchanged. It will remain outcomes-based with
a focus on Oregon residents while prioritizing undergraduate education. It will recognize the
unique missions of the institutions while ensuring regional access, and it will continue to focus
on underrepresented populations in the pursuit of equity. The technical updates and revisions
recommended during this review will:



Update data definitions and simplify calculations to continue focusing on existing
policy priorities



Streamline the treatment of transfer students while incentivizing cross-sector,
institutional collaboration to incentivize student completion



Update the cost weights to properly recognize existing cost structures and manage
the funding distribution between undergraduate and graduate education



Simplify mission differentiation to recognize unique missions, to focus on funding
stability, and to provide regional access all with an objective design

The financial impact by institution is noted in figure 24 below with a look at the total formula
funding distribution before and after these recommended improvements using FY2020 data.
The formula workbook, which includes all related data and calculations, is available on the
HECC’s website.

Figure 24: Estimated Total Impact to Funding Distribution
Current

Revised

$ Variance

% Variance

EOU

20,996,848

20,477,508

(519,340)

-2.5%

OIT

29,421,165

28,698,144

(723,021)

-2.5%

OSU

134,780,800

128,388,513

(6,392,287)

-4.7%

PSU

99,712,572

103,303,834

3,591,262

3.6%

SOU

22,696,196

24,071,371

1,375,175

6.1%

UO

75,630,667

76,874,916

1,244,249

1.6%

WOU

26,842,063

28,266,025

1,423,962

5.3%

TOTALS

$ 410,080,311

$ 410,080,311

-

-
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There are other perspectives helpful in considering the impact of the recommended formula
revisions. These include looking at the total formula funding per resident FTE, the average
funding distributed for an undergraduate, non-transfer degree and others.

Figure 25: Total Formula Funding per Resident FTE
Resident
FTE

Current

Revised

$ Variance

% Variance

EOU

1,594

13,172

12,847

(326)

-2.5%

OIT

2,572

11,439

11,158

(281)

-2.5%

OSU

16,150

8,346

7,950

(396)

-4.7%

PSU

15,299

6,518

6,752

235

3.6%

SOU

2,637

8,607

9,128

521

6.1%

UO

11,343

6,668

6,777

110

1.6%

WOU

3,648

7,358

7,748

390

5.3%

TOTALS

53,242

$7,702

$7,702

-

-

Figure 25 displays the funding distributed to each institution for all components of funding and
divides by the total number of full-time equivalent (FTE) resident students enrolled. This shows
how many dollars per student in state funding each institution receives before and after the
recommended revisions.

Largely due to the recommended changes in the design of the mission differentiation
component, the variance in funding per resident FTE mirrors that of the overall funding change.
This is also due to updates for the cost weights and the application of transfer weighting to a
lesser extent.

Figure 26: Average Funding per Resident, Undergraduate, Non-transfer Degree
Current

Revised

$ Variance

% Variance

EOU

$11,808

10,894

(914)

-7.7%

OIT

18,554

18,790

236

1.3%

OSU

14,539

12,426

(2,113)

-14.5%

PSU

12,884

11,458

(1,426)

-11.1%
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SOU

12,170

10,759

(1,411)

-11.6%

UO

11,648

10,766

(882)

-7.6%

WOU

12,353

10,403

(1,950)

-15.8%

Figure 26 displays the funding distributed through the outcomes-based component only. It
shows how much funding each institution will receive on average across all academic disciplines
for completing an undergraduate student who was not a transfer student.

In general, the funding per undergraduate, non-transfer degree declined with the exception of
OIT. This is due to a ten percent increase in the number of outcomes points resulting from the
addition of a bonus added for community college transfers. This can be seen in figure 27. As a
result, the funding per point declined approximately nine percent overall.

At the same time, the value for the area of study decreased while the value for the equity bonus
increased. The interaction between these various degree components ultimately led to the
decline, on average, of the value of a non-transfer degree.

Figure 27: Outcomes Points Summary
Current
Undergraduate, Non-transfer

% of Total

Revised

% of Total

22,188

50%

17,283

35%

Undergraduate, Transfer

6,911

15%

15,281

31%

Graduate

6,378

14%

6,789

14%

Area of Study Bonus

2,471

6%

1,688

3%

Equity Bonus

6,687

15%

7,950

16%

44,635

100%

48,991

100%

Totals
Outcomes Funding
Funding per Point

$204,618,750

$205,204,186

$4,584

$4,189

Figure 27 displays the distribution of points through the outcomes-based component by
category. It shows what percentage of the total is devoted to non-transfer undergraduates,
transfer undergraduates, graduate students, the area of study bonus and the equity bonus. The
cost weights are embedded within the various categories.
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The distribution of points for undergraduate degrees is consistent growing only slightly from
65% of the total to 66% of the total number of points. However, the mix between transfer and
non-transfer degrees changed to an almost even split. The other sizeable change is the emphasis
for the area of study in which the distribution decreased from six percent to three percent of the
total number of points. This is a result of the change in the calculation of the area of study
bonus.

Figure 28: Component Values of a Non-Transfer, Undergraduate Degree
History,
Current
Degree Value

History,
Revised

Engineering, Engineering,
Current
Revised

9,169

8,377

9,169

8,377

Cost Weight

-

1,005

3,897

4,608

Area of Study Bonus

-

-

3,392

1,675

Equity Bonus

3,667

4,189

3,667

4,189

Total Value

$12,836

$13,471

$20,125

$18,710

Figure 28 displays the relative values of each component of an undergraduate, non-transfer
degree. It shows how much funding each component and incentive is worth to an institution for
a degree completion with various characteristics and draws a comparison between a non-STEM
degree (history) versus a STEM degree (engineering).

This data considers only non-transfer, undergraduate degrees. The value of a liberal arts degree,
history for example, has increased five percent. Meanwhile, the value of a STEM degree,
engineering for example, has declined seven percent. Largely due to the update in cost weights
and the calculation methodology for the area of study bonus.

It is also important to consider these recommendations via their impact on affordability, equity
and completions.
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A Focus on Affordability
To their credit, the student and faculty representatives on the workgroup led an effort to focus
on affordability throughout the review process. HECC staff is engaged in affordability work and
participating in national conversations with other states on how to define and address
affordability in higher education.

Affordability is a challenging topic as no universally accepted definition of affordability exists.
Some definitions focus on the average student borrowing upon graduation or the payback period
required based on the average, first year earnings after graduation. This is very much a debt
focus concerned with the amount of debt required to finance a student’s education. While other
definitions focus more on the ability of students to pay for the cost of attendance.

Affordability is currently a key performance measure and represents two of the HECC’s 16 total
performance measures. It’s defined in terms of unaffordability. Rather, the measure reflects the
percentage of resident students who cannot meet expected costs after considering public grant
aid, expected family contributions, and estimated student earnings, overall and by
race/ethnicity.

This approach is consistent with what other states are using. Some states also measure other
affordability factors such as the average amount of student debt upon graduation or average
wage earnings. Earnings of completers, or graduates, is also included in the HECC’s
performance measures.

Some states have decided to use affordability metrics in their funding formulas. To date, most
research on this topic suggests there is complexity and unintended consequences with doing so.
For example, one state uses the average amount of student debt upon graduation as a formula
metric.

The challenge is that students are borrowing to meet the full cost of attendance which includes
living expenses. Those costs are not under the control of the institution and can vary widely
depending on the choices that students make. The relationship between the inclusion of these
metrics and student completion has not been determined and therefore make many of these
metrics unsuitable for inclusion in the formula until more information is gathered.
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It is important to note that other policy work is expected to affect affordability including the
areas listed below.

 State Funding – the best way to promote affordability is to address the total funding
allocated to the formula. National research shows that state appropriation increases
generally get passed on to students via lower tuition, substantially lowers student debt
originations, and shortens the time to degree completion.25 The same study also shows
that for every $1,000 per student a state spends on higher education, a student’s odds of
earning a bachelor’s degree by age 25 increases by 1.5%, a student’s likelihood of taking
on debt decreases by 2%, and the total amount borrowed by the average student
decreases by over $5,000.26 Meanwhile, a related study shows that a 10% reduction in
state funding over time at a public university leads to a 3.6% decline in bachelor’s
degrees awarded.27 This would reduce progress made to attaining the state’s higher
education goals.

The HECC’s request for funding in the 2021-23 biennium is reflective of the affordability
priority. When adjusted for inflation, state funding per FTE for higher education in
Oregon has dropped 15% since the year 2001, currently ranks 31st in the nation, and is
18% below the national average. As a result, students are paying for the majority of the
cost of their education with the state contributing about 26% for public university
students. Increasing the state’s contribution is the surest way to keep tuition affordable
for future students.

 Financial Aid – state financial aid programs could be more efficiently designed around
a need-based approach to ensure limited resources are prioritized for those students with
the greatest need. The redesign would also differentiate between pipeline and returning
learners and fund students on a first-dollar basis. Additionally, one of the policy option
packages included in the HECC’s 2021-23 budget request would significantly increase
outreach to students to support access to financial aid resources and postsecondary
training for underrepresented students of color as well as low-income students.
Meanwhile, the institutions are also increasing institutional aid through tuition
remissions and using those dollars to leverage student affordability.

Rajashri Chakrabarti, Nicole Gorton and Michael Lovenheim, State Investment in Higher Education: Effects on
Human Capital Formation, Student Debt, and Long-term Financial Outcomes of Students, Federal Reserve Bank of
New York, Staff Report No. 941, September 2020.
26
Ibid.
27 John Bound, Breno Braga, Gaurav Khanna and Sarah Turner, Public Universities: The Supply Side of Building a
Skilled Workforce, National Bureau of Economic Research, 2019.
25
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 Transfer Pathways – transfer pathways have been designed among community
colleges and public universities to identify more efficient routes to earning a degree. In
conjunction with accelerated learning opportunities offered at many of the state’s high
schools, students can design a more efficient approach to earning their degree that will
hopefully reduce the total tuition cost over the course of their academic career.

The Impact on Equity
One of the clearly defined guiding principles of the formula is to focus on student access and
success with an emphasis on underrepresented populations. Informed by the Oregon Equity
Lens28 and in an effort to counteract unintended consequences, the current formula incentivizes
degree completions by targeted populations in the outcomes-based portion of the formula.
Targeted populations include:






Low-income students (as measured by Pell status)
Underrepresented Minorities:
o American Indian/Alaskan Native
o Hispanic
o Pacific Islander
o Black
o African American
Rural students (as defined by graduating high school location)
Military veterans

Nationally, most states with active performance-based or outcomes-based formulas link funds
to equity metrics. Low-income students are the group most frequently included with related
metrics or bonuses for graduating low-income students. About half of the 30 states focused on
performance explicitly include race as a consideration. 29

The weights that states place on equity metrics vary substantially. Some states build equity
metrics into the outcome metrics. For example, a completion metric that includes a category for
“at-risk” student degree completion. Other states provide specific weights for graduating
underrepresented students. The weights range anywhere from a 20 to 100 percent premium.30

Tennessee is a useful example as they include weights in their outcomes-based model for
students who are defined as included in at-risk or focus populations. Tennessee applied a 40
percent bonus for Pell eligible students or adults 25 years or older. Based on institutional
https://www.oregon.gov/highered/policy-collaboration/Pages/equity-success.aspx
Kelly Rosinger, Justin Ortagus, Robert Kelchen, Alexander Cassell, and Nick Voorhees, “The Landscape of
Performance Based Funding in 2020,” Policy Brief, InformEd States, January 2020.
30
Ibid.
28
29
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feedback, they found 40 percent was not enough to offset the challenges faced by
underrepresented students. They now use a tiered bonus structure with an 80 percent premium
for students who qualify for one focus population, and a 100 percent premium for students in
two populations.31

In the SSCM, a 40% bonus (or 0.8 points) is applied for bachelor degree completions for
students who identify as a member of one of the targeted populations. A 50% bonus (1.0 point)
is applied for students who identify with two categories and with 55% (1.1 points) for three.

A full 15% (or $31 million) of the outcomes funding in the formula in FY2020 is distributed to
the institutions based on the completion of underrepresented students representing a 6.7%
increase year over year. This works out to a bonus of $5,465 for each of these graduates within
the targeted populations. More information by institution is included in Figure 29 with a
comparison between FY2019 and FY2020 including the revised formula design as
recommended.

Figure 29: Allocations for Targeted Student Populations
Institution

FY2019

FY2020
Current Formula

FY2020
Revised Formula

EOU

1,190,875

1,193,295

1,306,580

OIT

1,263,647

1,373,611

1,488,088

OSU

8,078,147

8,584,265

9,087,698

PSU

9,090,238

9,747,303

10,864,245

SOU

1,454,723

1,557,136

1,716,928

UO

5,601,976

5,943,247

6,417,154

WOU

2,041,641

2,253,186

2,419,225

TOTALS

$ 28,721,247

$ 30,652,043

$33,299,918

Total Outcomes Funding

$ 156,639,187

$ 204,618,748

$205,204,185

18%

15%

16%

$3,493

$5,463

$5,934

% for Targeted Populations
Average Incentive

Anna Cielinski and Duy Pham, Equity Measures in State Outcomes-Based Funding: Incentives for public colleges to
support low-income and underprepared students, Center for Postsecondary and Economic Success at The Center for
Law and Social Policy (CLASP), February 2017.
31
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Figure 30 shows the annual number of degrees awarded to students who identify as a member of
a targeted population. The compound annual growth rate is 10% with a total growth of 163% in
the ten-year period ending 2018. The percentage of total resident degrees awarded to
underrepresented students has grown from 9.4% to 22.3% in the last decade.

Figure 30: Annual Degrees Awarded to Underrepresented Students
Year

Total Resident
Degrees

% of Total

15,201

Degrees Awarded to
Underrepresented
Students
1,431

2008-09
2009-10

15,805

1,611

10.2%

2010-11

16,103

1,797

11.2%

2011-12

16,857

2,173

12.9%

2012-13

16,903

2,422

14.3%

2013-14

16,585

2,672

16.1%

2014-15

16,407

2,905

17.7%

2015-16

16,343

3,216

19.7%

2016-17

16,656

3,545

21.3%

2017-18

16,872

3,770

22.3%

9.4%

Figure 31 takes a closer look at the resident degrees awarded in 2017-18. The resident degrees
awarded and the degrees awarded to underrepresented students are both presented by
institution with a calculation for the percentage of the total made up of the degrees awarded to
underrepresented students.

Figure 31: Degrees Awarded in 2017-18
Year

Total Resident
Degrees

% of Total

563

Degrees Awarded to
Underrepresented
Students
122

EOU
OIT

533

103

19.3%

OSU

4,912

907

18.5%

PSU

5,499

1,268

23.1%

SOU

852

245

28.8%

UO

3,420

905

26.5%

WOU

1.093

220

20.1%

TOTALS

16,782

3,770

22.3%

21.7%
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To support continued progress, the recommendation is to adjust the magnitude of the incentive
such that a 50% bonus (1.0 points) is applied for underrepresented students who identify as a
member of one of the targeted populations. A 55% bonus (1.1 points) is applied for students who
identify with two categories and 60% (1.2 points) for three or more. This will increase the
amount of outcomes funding devoted to equity to 16% of the total as noted in figure 29.

It is recommended future advisory groups consider equity related progress. Input based equity
measures could be explored. This could include a bonus for completed semester credit hours by
underrepresented students. Or the inclusion of returning adult students older than 25 years of
age in the group of targeted populations.

A redesign of the equity mechanism could also be explored by looking at the incentives. For
example, the magnitude of the incentive could be informed by a comparison of degree
attainment rates between at-risk students versus those not considered at-risk. Similarly, the
rates of course completion between at-risk versus not at-risk students could be considered.

The Potential Impact on Completions
An outcomes-based model is designed to incentivize progress toward a degree and to degree
completions. Therefore, the measure of its success is ultimately tied to the number of
completions and by extension the percentage of the population with a degree which will help
achieve the state’s strategic higher education goals.

Figure 32: Completions per 1,000
Full Time Student Equivalents (FTE)
400
300
200

Figure 32 shows the number of completions
per 1,000 full time student equivalents has
grown from 249 in 2010 to 307 in 2019.
Enrollment grew 15% during the same time
period. Looking at degrees completed per
1,000 FTE accounts for enrollment
fluctuation since more degrees are expected
with higher enrollments.

100

In total, the number of annual completions
has grown 26% during that time period.
0
This includes all undergraduate and
2010
2014
2018
2022
graduate certificates, bachelor’s degrees,
and graduate degrees. A similar rate of growth implies an additional 2,300 annual degrees
awarded by 2023 assuming consistent funding is appropriated to the PUSF.
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COVID-19 – Maintaining a Focus on Student Success
The COVID-19 pandemic has had an extraordinary impact on both institutions and students.
The California Student Aid Commission surveyed 76,000 students on the impact of the
pandemic and found that:




71% of students lost some or all of their income
About half have experienced disruption to their housing situation
A quarter reported needing to drop one or more courses

With that in mind, HCM Strategists with support from the Lumina Foundation’s Strategy Labs
have outlined the following principles and considerations on how to keep funding formulas
centered on student success during this time.

General Principles


Recognize that state funding formulas were developed around certain principles and
priorities. It should be asked if there is anything about the current circumstances that
have altered these principles and therefore requires changes to the funding formula. For
example, is there a need to further incent the success of traditionally underrepresented
minority students since these students are more likely to suffer economic and health
consequences due to COVID-19?



Recognize that state appropriations have to be allocated by some methodology. If the
student-focused funding formula is not used, what are the alternatives? How strategic
are the alternatives? Are they aligned with state goals and priorities?



Student success funding is an important policy, but is just a tool. It is not the end goal.
Policy decisions should remain student-focused.



Be cognizant of the tradeoffs between policy sustainability and institution financial
viability. Each institution’s fiscal viability must be monitored. The need to implement the
funding policy should be balanced with the need to ensure longer-term sustainability.



There is value in the predictability of an allocation methodology that can be used
regardless of financial situations.



It is more important than ever to use the state funding formula to prioritize student
success, and amplify the value of public higher education and its ability to play a key role
in helping the state emerge from a recession. This amplification is most crucial when
stakeholders are forced to decide what services to cut.



It is better to trust formula metrics that were agreed upon prior to an upheaval because
modifications proposed during an upheaval could be reactionary rather than policy
driven.
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Technical Considerations
The following are recommendations for how to strategically implement reductions while
maintaining a focus on student success.


Have a clear understanding of the scope of the reductions and their impacts. Model all
scenarios and potential alternatives. Consider the populations served by institutions as
well as institutions’ access to funding sources other than state appropriations.



If necessary, temporarily decrease the volatility of the funding formula and increase
institutions’ financial stability through use of a stop-loss function. A stop-loss function
limits the redistribution of formula funds to a predetermined percentage (e.g. No
institution will have their state appropriations decrease more than 2 percent due solely
to the recommendation of the funding formula).

The sudden onset of COVID-19 in spring 2020 impacted institution policies and practices as
well as student behavior. These changes will have a notable effect on the 2020 outcome data
used in future iterations of funding formulas. Policy makers should address this by considering
the following:



Examine if the processes for reporting institution outcome data have been disrupted.
What is necessary to continue to collect the data so it can be verified and included in
upcoming formulas?



Ask how the production of outcome data was affected for 2020. Was the impact
consistent across all institutions? If not, some alterations to the formula may be
necessary. Examples could include:
o

Offer institutions the chance to replace 2020 data in the formula with 2019 data.

o

Consider re-weighting components of the formula, away from outcomes most
affected by the COVID-19 disruptions.

o

Consider possibly dropping certain outcomes if there will be a longer-term disruption
to the outcome because of COVID-19. For example, it has been noted that there may
be a longer-term impact on dual enrollment.
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Appendix
Degree Totals for Figures 1 and 2
Year

Degrees Awarded to
Underrepresented
Students
1,337
1,329
1,431
1,611
1,797
2,173
2,422
2,672
2,905
3,216
3,545
3,770

Total Resident Degrees

2006-07
2007-08
2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18

15,489
15,267
15,201
15,805
16,103
16,857
16,903
16,585
16,407
16,343
16,656
16,872

Degree Totals for Figures 11 through 16
Institution
EOU
OIT
OSU
PSU
SOU
UO
WOU
TOTALS

Total
Degrees
810
743
7,520
6,992
1,328
6,143
1,372
24,908

NonResident
247
210
2,608
1,493
476
2,723
279
8,036

STEM
24
312
2,548
1,255
76
949
101
5,265

Underrepresented
122
103
907
1,268
245
905
220
3,770

Rural

Pell

110
105
782
151
76
369
201
1,794

388
345
2,229
2,603
571
1,424
557
8,117

CC
Transfer
279
230
1,160
1,843
221
598
348
4,679

Calculations for Figure 32
Year

Total FTE

Total Completions

2010
2011
2012
2013
2014
2015
2016
2017
2018
2019

80,090
82,310
82,953
83,483
82,883
82,941
83,160
82,857
82,015
81,520

19,928
20,669
22,166
22,669
22,948
23,216
23,375
24,214
24,908
25,023

# of Completions
per 1,000 FTE
248.8
251.1
267.2
271.5
276.9
279.9
281.1
292.2
303.7
307.0
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Transfer Student Data – Enrollment of resident, admitted undergraduate
students in fall 2018 by institution and source of admission
EOU

OIT

OSU

PSU

SOU

UO

WOU

Total

First-time
freshmen

687

1,050

11,004

4,884

1,132

7,665

2,046

28,468

Public
University
Transfers

55

143

335

758

109

253

66

1,719

CC
Transfers

729

1,033

3,613

5,378

758

1,554

1,169

14,234

Other
Sources

253

299

1,234

3,527

354

799

232

6,698

1,724

2,525

16,186

14,457

2,353

10,271

3,513

51,119

TOTAL

Source: HECC analysis of student-level data; residency defined per the SSCM definition

Transfer Student Data – Average credits at arrival for resident, admitted
undergraduates in fall 2018
EOU

OIT

OSU

PSU

SOU

UO

WOU

Total

First-time
freshmen

22

30

32

30

16

28

23

29

Public
University
Transfers

88

121

74

88

74

72

77

84

CC
Transfers

102

102

92

95

91

86

94

94

Other
Sources

94

95

91

95

84

80

92

91

TOTAL

99

103

90

94

88

83

93

92

Source: HECC analysis of student-level data; residency defined per the SSCM definition
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Institution Size Factors
FTE Count

Factor

0 - 750

1.3513

751 – 1,250

1.2784

1,251 – 1,750

1.2062

1,751 – 2,250

1.1347

2,251 – 2,750

1.0641

2,751 – 3,250

1.0108

3,251 – 3,750

1.0081

3,751 – 4,250

1.0054

4,250 – 4,999

1.0027

5,000 or more

1.0000

Current Cost Weights by Classification of Instructional Program (CIP) and
Level of Instruction
Lower
Level
UG
1.80

Upper
Level
UG
2.44

Masters,
Professional
2.82

Doctorate
3.27

CIP

Discipline

01

Agriculture and Related Sciences

02

Agricultural Sciences (Legacy)

1.80

2.44

2.82

3.27

03

Natural Resources and Conservation

1.00

1.29

1.45

2.73

04

Architecture and Related Services

1.80

2.44

1.96

2.73

05

Ethnic, Cultural, and Gender Studies

1.00

1.29

1.45

2.73

09

Communication, Journalism, and Related

1.26

1.61

1.96

3.27

10

Communications Technologies,
Technicians and Support Services

1.26

1.61

1.96

2.73

11

Computer, Information Sciences

1.26

1.61

2.82

4.13

13

Education

1.26

1.61

1.45

3.27

14

Engineering

1.80

2.44

2.82

4.13

15

Engineering Technologies, Technicians

1.80

2.44

2.82

2.73

16

Languages, Literature, and Linguistics

1.00

1.29

1.96

2.73

19

Family, Consumer, Human Sciences

1.26

1.61

1.96

3.27

22

Legal Professions and Studies

1.00

1.29

1.45

3.27
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23

English Language and Literature/Letters

1.00

1.29

1.96

3.27

24

Liberal Arts, General Studies, Humanities

1.00

1.29

1.45

2.73

25

Library Science

1.26

1.61

1.45

2.73

26

Biological and Biomedical Sciences

1.26

1.61

2.82

3.27

27

Mathematics and Statistics

1.00

1.29

2.82

3.27

28

Reserve Officer Training Corps (ROTC)

1.00

1.29

1.45

2.73

29

Military Technologies

1.00

1.29

1.45

2.73

30

Multi/Interdisciplinary Studies

1.26

1.61

1.96

4.13

30.01

Biological and Physical Sciences

1.26

1.61

1.96

4.13

30.06

System Science and Theory

1.26

1.61

1.96

4.13

30.08

Mathematics and Computer Science

1.26

1.61

1.96

4.13

30.18

Natural Sciences

1.26

1.61

1.96

4.13

31

Parks, Recreation, Leisure, and Fitness

1.80

2.44

1.96

3.27

32

Basic Skills

1.00

1.29

1.45

2.73

34

Health Related Knowledge and Skills

1.26

1.61

2.82

3.27

38

Philosophy and Religious Studies

1.00

1.29

1.45

3.27

40

Physical Sciences

1.26

1.61

2.82

3.27

41

Science Technologies/Technicians

1.80

2.44

2.82

4.13

42

Psychology

1.00

1.29

1.45

3.27

43

Security and Protective Services

1.26

1.61

1.45

3.27

44

Public Administration and Social Services

1.26

1.61

1.45

3.27

45

Social Sciences

1.00

1.29

1.45

3.27

50

Visual and Performing Arts

1.80

2.44

1.96

3.27

51

Health Professions and Related Programs

1.80

2.44

1.96

2.73

51.10

Medical Technology/Technologist

1.26

1.61

2.82

3.27

51.20

Pharmacy, Pharmaceutical Sciences

1.26

1.61

2.82

3.27

51.24

Veterinary Medicine (DVM)

1.26

1.61

2.82

3.27

52

Business, Management, Marketing

1.26

1.61

1.45

4.13

54

History

1.00

1.29

1.45

3.27

9999

Unknown

1.00

1.29

1.45

2.73
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Revised Cost Weights by Classification of Instructional Program (CIP) and
Level of Instruction
Lower
Level
UG
1.87

Upper
Level
UG
2.30

Masters,
Professional
5.23

Doctorate
5.14

CIP

Discipline

01

Agriculture and Related Sciences

02

Agricultural Sciences (Legacy)

1.87

2.30

5.23

5.14

03

Natural Resources and Conservation

1.45

2.30

4.64

4.77

04

Architecture and Related Services

1.87

2.42

4.08

5.32

05

Ethnic, Cultural, and Gender Studies

1.22

2.05

4.64

5.14

09

Communication, Journalism, and Related

0.99

1.55

4.08

5.14

10

Communications Technologies,
Technicians and Support Services

1.22

1.87

3.87

4.77

11

Computer, Information Sciences

1.57

2.17

3.75

5.32

13

Education

1.40

1.67

2.30

3.96

14

Engineering

1.98

2.68

4.64

5.57

15

Engineering Technologies, Technicians

1.98

2.68

4.64

5.57

16

Languages, Literature, and Linguistics

1.15

1.55

3.60

4.38

19

Family, Consumer, Human Sciences

0.99

1.29

4.08

4.77

22

Legal Professions and Studies

1.22

1.55

3.70

6.56

23

English Language and Literature/Letters

1.15

1.55

3.53

3.96

24

Liberal Arts, General Studies, Humanities

1.61

2.17

4.33

3.76

25

Library Science

1.57

3.28

2.42

5.32

26

Biological and Biomedical Sciences

1.30

2.05

5.23

5.99

27

Mathematics and Statistics

0.99

1.55

3.60

4.94

28

Reserve Officer Training Corps (ROTC)

0.99

1.47

3.60

4.94

29

Military Technologies

0.99

1.47

3.60

4.94

30

Multi/Interdisciplinary Studies

1.22

1.78

4.08

6.26

30.01

Biological and Physical Sciences

1.22

1.78

4.08

6.26

30.06

System Science and Theory

1.22

1.78

4.08

6.26

30.08

Mathematics and Computer Science

1.22

1.78

4.08

6.26

30.18

Natural Sciences

1.22

1.78

4.08

6.26

31

Parks, Recreation, Leisure, and Fitness

1.22

1.67

3.87

5.99

32

Basic Skills

0.99

1.47

3.60

4.94

34

Health Related Knowledge and Skills

1.30

2.05

5.23

5.99

38

Philosophy and Religious Studies

0.99

1.47

4.33

4.59
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40

Physical Sciences

1.40

2.42

5.67

5.99

41

Science Technologies/Technicians

1.98

2.68

4.64

5.57

42

Psychology

0.92

1.39

3.60

4.59

43

Security and Protective Services

0.92

1.29

2.90

3.96

44

Public Administration and Social Services

1.22

1.67

2.71

4.77

45

Social Sciences

0.99

1.47

3.60

4.94

50

Visual and Performing Arts

1.45

2.30

4.72

4.38

51

Health Professions and Related Programs

1.22

1.87

3.31

4.94

51.10

Medical Technology/Technologist

2.44

3.74

6.62

9.88

51.20

Pharmacy, Pharmaceutical Sciences

3.51

4.36

13.29

16.14

51.24

Veterinary Medicine (DVM)

1.61

2.85

10.30

10.09

52

Business, Management, Marketing

1.15

1.55

2.79

9.08

54

History

0.99

1.67

4.08

4.94

9999

Unknown

0.99

1.47

3.60

4.94
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