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INTRODUCTION

In a recent survey of 3,800 college prospects, students were asked what motivates them to attend
college.! The two top responses were “Learning” and “Career” Given the amount of public and private
resources that are devoted to higher education—over $1 trillion across the U.S.—these top two reasons
seem self-explanatory." Unfortunately, postsecondary education credential production does not always
correlate with strong economic outcomes. As such, it is important to examine whether a state’s system of
higher education truly prepares graduates for success and leadership in high-demand, high-paying jobs by
offering access to credentials linked to a high return on investment (ROI) for the learner, including for first
generation and underserved communities.

This study examines the effectiveness of Colorado’s outcomes-based funding formula for higher
education. It also assesses how targeted adjustments — particularly to the weight assigned to credential
production — could enhance workforce readiness and drive economic mobility. Using econometric
analysis, CSl finds that even modest shifts in funding incentives could lead to meaningful improvements
in labor market outcomes, strengthening Colorado’s talent pipeline and long-term economic
competitiveness.

More specifically, CSl's modeling suggests that if the state centered its outcome-based funding
formula to strategically include credentials of value and wage/employment outcomes, which are
credentials associated with high workforce demand and a high ROI, Colorado’s institutions could
set the national stage in terms of bridging workforce gaps and bolstering economic mobility.

Since 2020, Colorado has utilized a performance-based funding (PBF) model for higher education. While
this structure is intended to incentivize institutional effectiveness and student success, the current model
has some structural inefficiencies and generally lacks responsiveness to the evolving higher education
landscape. A primary concern, for example, is that the formula disproportionately favors traditional, full-
time students and does not adequately account for the complexities of Colorado’s nontraditional student
population. Despite national trends showing that roughly one-third of college students enroll part-time,
the state’s funding mechanism does not fully recognize the academic progression or completion rates

of the part-time learners, transfer students, or adult learners even though these learners will be key to
fulfilling future workforce needs, especially as the state confronts declining birth rates and shrinking K-12
pipelines.

Moreover, the model emphasizes year-over-year changes in degree completion rather than longer-term
equity or workforce-aligned outcomes, such as employment.
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Background on Current System

Colorado’s higher education outcome-based funding model stems from House Bill (HB) 20-1366,
approved during the 2020 General Session. The legislation aimed to boost the earnings potential of future
college graduates by tying funding allocations to institutional performance across eight key indicators,
identified in Figure 1.

Funding allocations differ FIGURE 1
by institution, depending Performance Funding Inputs
upon how well Colorado’s The weight of the 8 components making up the state's performance funding program.
Institutions of Higher
) Pell-Eligible Student Share
Education (IHE) rank Underrepresented Minority Student

Share

based on these indicators.
HB 20-1366 was a step back

Retention Rate

Resident Full-Time Enroliment

from an earlier framework, Graduation Rate at 100% of Normal
Time
Created by H_BJA;]_BJ_Q, that Graduation Rate at 150% of Normal
Time
had emphaSized Cl‘edentials First-Generation Resident Headcount

Enroliment

in high-demand fields like
healthcare and science,

technology, engineering, | | | —_
and mathematics (STEM). Source: Colorado Department of Higher Education !! SR

NSTITUTE

Credential Production

o
a®
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The HB 20-1366 formula allocates funding by using existing base funding plus or minus additional funding
based on three steps that are:

Base funding: An institution’s funding allocation, less one-time funding from the prior year.

Step 1 — Allocations based upon the Colorado Commission on Higher Education priority:
The Colorado Commission on Higher Education may recommend additional funding to add to
the base prior to performance funding allocations for the following purposes:

= Progress toward master plan goals, including addressing base funding disparities or funding priorities
not addressed through performance funding.

= Additional costs associated with educating resident first-generation undergraduates.

Step 2 — Performance funding: Following the calculation of base funding allocations and
pre-performance budget adjustments, all funds are distributed through performance-based funding.
This allocation is determined by each institution’s relative rate of change over time on a set of
performance metrics compared to peer institutions. The state utilizes eight key inputs to assess
institutional performance. These metrics are illustrated in Figure 1.

Step 3 — Temporary Adjustments: Institutions may receive temporary funding adjustments based upon
legislative or other priorities, such as progress toward a master plan goal. Temporary funding adjustments
do not automatically become part of the base in the following fiscal year. Since the new formula was
established, the Colorado Department of Higher Education (CDHE) has yet to use temporary funding
adjustments.
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Key Findings

= Colorado’s current funding formula doesn’t reward better performance in any substantive way. The
lack of real financial rewards provides very little incentive for higher education institutions to move the
needle on credentials and other job-ready/society improving skills. As it currently stands, graduates of
institutions generating wages in the economy subsidize other institutions and their graduates.

= For public institutions, the

total state appropriation FIGURE 2

is of greater significance

than any performance Year-over-Year Growth in Funding by Institution

. . Although performance differs widely, funding growth differs little across institutions across years.
on the eight factors in

the performance-based
funding formula. This
creates stability at the
expense of rewarding
performance. Thus,
funding on the margin
creates very little impetus
for change, as the base
makes up over 97% of
total funding.
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decrease by more than 1% - although some have seen declines in student enroliment greater
than that.

= The lack of incentive is clearly shown in the following figure, which shows that institutions all
generally see similar growth rates in funding each year.

= Funding for the Colorado State University (CSU) system grew by 44% over the past five years.
Only 0.67% of that growth was due to performance funding. Virtually all of the increase was
due to increased appropriations, further contributing to the above point.

= Since the implementation of the current funding formula, state appropriations for higher education
have grown substantially; however, this increase has coincided with a decline in credentials.

= While the number of credentials has declined, funding allocated to the credential portion of the
performance funding formula increased 169.4% between FY 2019-20 and FY 2022-23, from about
$12.4 miillion to about $33.4 million. Funding per credential has increased from $784 per credential in
FY 2020-21to $1,058 per credential in FY 2022-23.

» Since the new funding formula has been enacted, the state has bonused $6,843,000
(or almost 7 million dollars) to produce 2,112 fewer credentials.
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The funding disparity per credential is even more pronounced at the institutional level. For instance,
the number of credentials dropped from 5,950 in FY 2020 to 5,560 in FY 2023 for the CSU system. In
contrast, their credential funding rose, growing from $6.6 million in FY 2024 to $7.3 million in FY 2025,
the latest available information at the time of writing. This makes the point or begs the question... is
this performance funding or just status quo?

CSI modeled hypothetical scenarios using Colorado’s current funding formula and potential
institutional investment strategies to illustrate the economic value of high-demand, high-ROI degrees.
The analysis’ results suggest that increasing investment in credentials of value—those aligned with
workforce demand and strong economic returns—would generate greater positive impacts for
Colorado’s economy.

Assuming a 20% increase in the level of Coloradan graduates completing credentials of value,
CSl estimates that (spurred by a highly talented pipeline of graduates) nearly 19,000 new jobs
would be created in Colorado by 2035.

> This would additionally boost population growth of 24,804 by 2035, a number that exceeds the
Ball Arena capacity by over 3,000.

Colorado’s higher education institutions could improve alignment between program offerings and
high-value credentials tied to labor market demand. Notably, gaps exist in fields such as construction
trades; legal studies; physical sciences; social sciences; and biological and biomedical sciences. For
example, between 2001 and 2021, only 11 of Colorado's 32 higher education institutions offered
programs in construction.

Data shows wages are typically either the first or second most important reason students attend
college in the first place. CSI modeled a scenario in which the funding formula puts a 50% weight
towards credentials of value production and a 50% weight towards earnings outcomes of graduates
(with no guaranteed prior year funding base). Based on this assumption, findings suggest that current
allocation levels would shift significantly, with three institutions seeing large increases: the University
of Colorado (+$91 million), the School of Mines (+$35 million), and the Community College system
(+$25 million).

> On the other end of the spectrum, institutions that generally fail to produce significant wages in
the economy relative to their current funding allocation include, among the other institutions:
Metro (-$44 million), University of Northern Colorado (-$32 million), and Adams (-$20 million).

As Colorado reviews its performance funding model, leaders could find ways to make performance
more relevant and ensure the performance metrics include additional incentives for credentials
of value.
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RECOMMENDATIONS

As noted later in this paper, the state is unique in what it considers important in funding higher
education. The one factor in which the state aligns with most other states is credential production,
with at least 62% of states using it in their accountability and funding metrics. In contrast to credential
production, the State places significant weight on factors that empirically produce little to no
economic value, including:

> Only 42% of states place any weight on Pell-eligible or low-income students.
> Only 28% of states consider an underrepresented background as important for funding.
= By our count, only 30% of states consider retention rate.

CSl could not find a state that uses a form of first-generation resident headcount in its funding
formulas the way Colorado does.

> A minority of states use resident full-time enrollment in their funding formulas.

Graduation rates are used by approximately a quarter of states, with 18% using graduation rate at 100%
of the normal time and 22% using the graduation rate at 150% of the normal time. Unlike states such

as Florida, Colorado's current higher education funding formula does not incorporate post-graduation
employment outcomes. Introducing employment metrics as an input variable could better align state
funding with workforce outcomes and labor market needs. By including workforce outcomes, the
formula becomes more balanced. It would then incorporate a core factor driving students to attend
higher education in the first place.

Approximately one-third of states use credentials of value in some form (36%). In looking at job growth
across states, states that employ credentials of value in their funding considerations generally see
higher job growth. Policymakers may want to include credentials of value in the State’s funding formula.

The current formula moves slowly. The three and four-year lags in the formula are the reason
institutions pay much more attention to the size of the appropriation pie than their share of that pie.
Policymakers could move away from such a structure to one in which institutions are offered a base
in funding and new funding is allocated based on up-to-date performance for: (1) credentials of value
and (2) job placement/employment outcomes. This provides a real incentive to encourage students
towards higher lifetime earnings potential while simultaneously preserving core instructional capacity
in fields that may not produce high value outcomes. CSI thinks this strategy would offer students a
well-rounded education that also considers the risk taxpayers are incurring when investing in a
student’s future.
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EDUCATIONAL ATTAINMENT AND
WORKFORCE ALIGNMENT

The Lumina Foundation’s 2024 report, A Stronger Nation, found Colorado leads the nation in post-
secondary educational attainment. Nearly two thirds of residents between the ages of 25 and 64,

62.9%, have some form of postsecondary credential.” That number is up from 60.5% in 2022." Though
Colorado’s outcomes are helped by its ability to recruit an educated workforce, much of the increase was
due to targeted efforts by schools to improve student success and graduation rates, even as enrollments
have fluctuated (recent lower national in-migration trends make up a large factor as well). The state has
also invested in targeted programs such as Care Forward, Skill Advance, and Opportunity Now to help
Coloradans pursue short-term credentials in high-demand fields.” As state resources become more
constrained, it is increasingly vital to support students as they pursue industry-aligned, in-demand
credentials that lead to long-term economic security.

Credential production does not necessarily correlate with a strong economy or labor market, however,
so while Colorado's high rate of postsecondary credentials is laudable, it is important to examine whether
the system truly prepares graduates for success and leadership in high-demand, high-paying jobs by
improving access to credentials that are linked to a high ROI for the learner.

Increasingly, there is a growing need to keep postsecondary education accessible, relevant, and aligned
with labor market demands. It is no longer enough to only focus on attainment; Colorado’s IHEs should
consider offering more value-providing credential pathways that help graduates earn higher wages and
build meaningful careers in high-demand industries.

As Colorado reviews its performance funding model, leaders could explore ways to make performance
more relevant and ensure the metrics include additional incentives for credentials of value.

To explore the higher education outcome-based funding formula and its effectiveness, CSI utilized data
from multiple sources, including: the Post-Secondary Employment Outcomes (PSEO) data explorer tool,
Colorado Department of Higher Education (CDHE), Office of Labor Market Information (LMI) at the
Colorado Department of Labor and Employment (CDLE), the Colorado Demography Office (SDO),

the Massachusetts Institute of Technology (MIT), and the Lumina Foundation. CSI would like to thank

all of these organizations for their commitment to providing valid, robust public datasets.
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Growth in State Funding

As indicated, policymakers’ performance funding and other decisions have resulted in somewhat different
funding growth rates from FY 2020-21to FY 2024-25. Since FY 2020-21, Western Colorado University
(WCU) has recorded the highest percentage increase in state funding. This growth was largely driven

by substantial non-performance-based funding, such as rural higher education, rather than by metrics
traditionally used to assess institutional performance, such as student outcomes or degree completion.

In contrast, the CSU system
has seen the slowest funding
growth during that period.

Its increase was just 44%.
Are the differences in
funding growth effective in
producing a stronger, more
economically relevant higher
education system?

The disproportionate

funding growth at

institutions like WCU, absent
corresponding improvements
in performance, suggests
Colorado’s funding formula is
vulnerable to inconsistencies
and supplemental allocations
that bypass performance
criteria altogether. As a result,
institutions critical to the
state’s long-term workforce
development strategy may
be underfunded relative to
their contributions

and needs.

Therise in funding is
occurring even though
student enrollment is down
at six of the 10 institutions
shown (Adams, CSU system,
CU system, Mesa, Metro,
and UNC). The four growing
institutions include CCCS,
FLC, Mines, and Western.

FIGURE 3

Percent Growth in Total Funding for Each Institution, 2020-21 to 2024-25
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Given that the formula is
uber-lagged (3/4 years) and
places only 10% weight on
resident full-time enrollment,
the formula exacerbates
differences in funding per
student, depicted below as
state funding per resident
headcount.

In terms of total funding,
Colorado’s three largest
public postsecondary systems
— the Colorado Community
College System (CCCS), the
University of Colorado (CU)
system, and the CSU system
— receive the majority

of allocations. As Figure 6
shows, in FY 2024-25, CCCS
received approximately 29%
of total funding, followed by
CU (23%) and CSU (15%).

Share of State
Funding

While total state funding for
higher education in Colorado
has increased significantly
across all public institutions
over the past five years, the
proportional distribution of
funding among systems has
shifted only marginally. This
limited movement is largely
a function of the funding
formula’s structure, which
emphasizes year-over-year

FIGURE 5

State Funding per Resident Headcount
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FIGURE 6

Total Funding by Institution, FY 2020-21 to FY 2024-25
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continuity and incremental
adjustments rather than major
redistributions based on

FIGURE 7

Change in the Percent of Total Funding by Institution from
FY 2020-21 to FY 2024-25

changing institutional needs
or performance.

The formula is built in such a way that very little of total funding moves
between institutions based on performance.

B Adams JCCCS PCSU System PCU System P FLC [ Mesa @Metro [@Mines JUNC [ Western

For example, the CCCS
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University of Denver (MSU Joa
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respectively, as shown in
Figure 7.

This relative stability in funding distribution suggests the current formula lacks the necessary flexibility
to meaningfully respond to shifting enrollment patterns, performance metrics, or equity considerations.
As a result, institutions that are growing in enrollment or serving high-need populations are slow to

see corresponding increases in funding share, limiting their capacity to scale programs, services, or
infrastructure to align with student demand or workforce needs.

Performance Funding Methodology Has Minimal Impact

Figure 7 in the previous section shows that budget allocations have changed little over the years because
of the marginal adjustments inherent in the allocation formula. Due to the formula structure, institutions
have little incentive to shift their instructional preferences for future workforces.

As shown, the performance funding formula matters very little to each institution’s funding. For instance,
Adams saw total funding increase 62% over the past five years, but only 019% of that growth was due
to its improvement relative to the other institutions on performance funding. If the goal is to provide

an incentive for economic growth outside of higher education, the current funding formula does not
achieve this goal in a material way.
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This point is even clearer FIGURE 8

when €xamining the percent Growth in Total Funding and Share of Total Funding, FY 2020-21
change in credential funding to FY 2024-2%

since FY 2019-20 and the

percent change in credentials.
As Figure 9 shows, since the cocs
funding formula was signed

B Growth in Funding Based on Performance Formula (%) B Growth in Total Funding (%)

Adams

L4
5
*

62.09%

Iﬂ.ﬁl?ﬁ

into law, the budget for ey

credential production has

expanded significantly while asa]

credential growth declined. L

The slope of these curves L -
became even more dramatic s

‘5

after the funding formula
enactment in FY 2020-21. M e

5
i

5
g

-0.12%

UNC
'0.19‘&‘

46.67%

Western
0.2%

5% 0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 35% 60% 65%

Source: Calorado Department of Higher Education, GS1 Research and Analysis !Ii EE#SNEUN

FIGURE 9
Percent Change in Credential Funding and Percent Change in
Credentials
40%
P
In Cragontial 2
Budget
30%
20%
Funding .
fomua i
msllgrr:g enacted
10%
0%
\\‘ P t ch
in Credentials
-10%
FY 2019-2020 FY 2020-2021 FY 2021-2022 FY 2022-2023
Source: Colorado Department of Higher Education, CS1 Research and Modeling .I' gg#s!u"

VINWYOd DNIANN4 NOILYDNA3 ¥YIHDIH S,0Av4010D // seoe AInl

COMMON SENSE INSTITUTE ::

COMMONSENSEINSTITUTECO.ORG

15


https://CommonSenseInstituteco.org

BROADER TRENDS IN HIGHER EDUCATION
AND THE EARNERS OF DEGREE HOLDERS

Given that the credential production weight of the performance funding formula is of extremely minor
importance to the funding of an institution, how are objective measures of output faring in this system?

This section examines each of the eight measures used in the performance funding formula and other
potential measures of performance: credential production, resident full-time enrollment, first generation
resident headcount enrollment, retention rate, Pell-eligible student share, underrepresented minority
student share, graduation rate at 100% of normal time, and graduation rate at 150% of normal time.

Credential Production (5% Weight)

According to the CDHE, a credential is “a piece of documentation that verifies an individual’s
qualifications, competencies, or skills, often related to specific job-relevant skills or industry standards, and
can include degrees, certifications, or other forms of recognition.! At 5% of the current funding formula,
the number of credentials has declined from 48,031in FY 2019-20 to 45,454 in FY 2022-23 (Figure 9).
Interestingly, although the number of credentials has declined, the funding allocated to the credential
portion of the funding formula

has increased by $12.4 million FIGURE 10

from what would have been
$33.4 million in FY 2019-20

had the formula been in effect - Mines
in that year.

Growth or Decline in Credentials Relative to FY 2019-20

Overall, given the drop in 10%

credentials and the increasing
funding for credentials, the o Mesa

] ) ] 0% CU System
cost per credential using just
the credential funding portion
of total performance funding

Total
o %, [ Metro
——f Western
\ €SU System
®CCCS

has gone from $784 per Adoms
credential in FY 2020-21to
$1.058 per credential in 20% _ |
. FY 2019-2020 FY 2020-2021 FY 2021-2022 FY 2022-2023
FY 2022-23v"
Sopurce: Celorado Department of Higher Education, CS1 Research and Medeling !II [‘Exﬁ!'i.‘sguﬂ
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As Figure 10 shows, on a growth basis, Colorado School of Mines has seen the largest increase in
credentials. Its credentials have risen 18% since FY 2019-20. Other institutions that have increased their
credential output include Mesa College (+1.7%) and the CU System (+ 1.2%). Conversely, the University of
Northern Colorado (UNC) and Fort Lewis College (FLC) have seen awarded credentials drop by 15% and
14%, respectively.

While Colorado’s funding
formula is partially outcomes-
based, CSl's analysis finds that
institutions with declining
performance metrics are still
receiving substantial increases
in funding. This suggests

that a significant share of
state dollars is not tied to
demonstrated performance

FIGURE 11

Credentials by Institution
B ~damsz [JoCcs @ CsU System [ CU Systemn [@FLC @inesa @nsetro @Mines [JusC ) Westam

50,000

A0,000

30,000

or value. In effect, this results 20000
in funding nonperformance—
allocating public resources -

to institutions without
accountability for student
outcomes, labor market
alignment, or return on Source: Colorada Department of Higher Education !i ggﬂslgun
investment. Strengthening the
formula’s ties to performance

indicators, such as credential completion in high-demand fields or graduate employment outcomes,
would ensure funding is better aligned with both institutional effectiveness and the state’s economic
priorities.

FY 20719-20cH0 FY 2020-2021 FY 2027202 FY 2022-3023

Notably, as Figure 10 suggests, although institutions have had varied success in awarding credentials, the
overall number of credentials is down 5% from FY 2019-20 to FY 2022-23. These funding disparities
imply that Colorado’s current performance-based funding formula is not functioning effectively in

terms of incentivizing or expanding credential production across the state’s public institutions. Other
factors, including declining undergraduate enrollment — a trend that has persisted since 2010 — and
lingering negative impacts of COVID-19, have also likely led to downticks in higher education’s credential
production.’i Thus, the state has bonused $6,843,000 (or almost 7 million dollars) to produce 2,112
fewer credentials.

At the same time, the credentials portion of the funding formula has grown from about $33 million in

FY 2021 to approximately $41 million in FY 2023. Table 1 shows each institution’s estimated share of the
credentials portion of the funding formula. Columns 6 and 7 suggest no correlation between subsidy level
and credential production.
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TABLE 1

Credentials and Estimated Funding Formula Allocations for the

Credentials Weight Component, FY 21 - FY 23

The two far right columns show no connection between credentials and funding for credentials.

Credential Credential Change in
[RE— Credentials, Credentials, Portion .of Portion .of Change.in (.Zredential's.
FY 21 FY 23 the Funding the Funding Credentials Portion of Funding
Formula, FY 21 | Formula, FY 23 Formula
Adams 530 543 $864,000 $1,050,000 13 $186,000
CCCS 19,632 18,390 $9,493,000 $12,089,000 -1,242 $2,596,000
CSU System 5771 5,560 $5,093,000 $6,098,000 -211 $1,005,000
CU System 11,787 1,756 $8,120,000 $9,772,000 -31 $1,652,000
FLC 319 274 $707,000 $856,000 -45 $149,000
Mesa 2,010 2,M $1,609,000 $2,007000 101 $398,000
Metro 3,449 3118 $3,183,000 $4,125,000 -331 $942,000
Mines 1,063 1185 $1,269,000 $1,510,000 122 $241,000
UNC 2,404 2,152 $2,350,000 $2,849,000 -252 $499,000
Western 318 365 $752,000 $906,000 47 $154,000
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Resident Full-Time Enrollment (10% Weight)

Figure 12 shows the growth
or decline in resident full-
time enrollment for several
institutions.

FIGURE 12

Growth or Decline in Resident Full-time Students Relative to

FY 2019-20
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seen a marked increase in
these numbers from 2019-20
to 2023-24. The rest either
have remained largely the same
during this period or declined o
significantly. Two entities,

Colorado Mesa University

and Community Colleges of 30%
Colorado, now seem to be
reversing towards an upswing
in enrollment.

— e University of
Colorado
Colorado State
University
System

Melmﬁol_ilan )
State University
of Denver

2019-20 2020-21

202122 2022-23

2023-24

COMMON

Source: Colorado Department of Higher Education, CSI Research and Modeling !I SENSE
i

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTECO.ORG


https://CommonSenseInstituteco.org

First-Generation Resident Headcount Enrollment

(5% Weight)

As shown in Figure 13 on the
following page, the variation
in first generation headcount
is wide, ranging from an
increase of nearly 80% at
Adams State University to

a decline of nearly 40% at
the University of Northern
Colorado.

One factor to consider is that,
for this metric, percentage
growth is sensitive to the
student base. For instance, a
200-student increase in first
generation students at Adams
State is a much larger relative
increase than a 200-student
increase at the University of
Colorado. In order to provide
context, the next page also
shows the total count of
first-generation students by
institution.

FIGURE 13

Growth or Decline in First Generation Headcount Relative to
FY 2019-20
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FIGURE 14

First Generation Headcount
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Pell-Eligible Student Share (20% Weight)

The term “Pell-eligible” refers
to students with an Estimated
Family Contribution (EFC) low
enough to qualify for federal
Pell grants, regardless of
whether the student receives
a grant. With this, both
graduate and undergraduate
students are considered.
Colorado’s formula does not
seem to have led to much of
an increase in students eligible
for Pell Grants. The following
two figures show the share

of students eligible for Pell
Grants by institution and the
percentage change in the
share of Pell-eligible students.

FIGURE 15

Headcount of Students Eligible for Pell Grants
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FIGURE 16

Growth or Decline in Pell Grants Headcount Relative to FY
2019-20
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The two figures on this page
examine the Pell-eligible
headcount relative to the total
population of students and
the growth or decline in the
share of students eligible for
Pell Grants as a percentage of
total students with the growth
in state funding.

FIGURE 17

Headcount of Students Eligible for Pell Grants as a Share of
Total Students
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FIGURE 18

Percentage Growth or Decline in the Share of Students Pell
Grant Eligible
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Underrepresented
Minority Share
(20% Weight)

The next figure examines
growth in underrepresented
minority students relative to the
change in the budget for these
students. As shown, there is
little connection between the
two numbers. This outcome
stems partly from the lookback
nature of the formula, where
three-year and four-year
average changes are used to
share out a growing pie. As

has been noted, the budget
continues to grow regardless
of performance.

Retention Rate
(20% Weight)

Figure 20 shows the growth

or decline in student retention
from FY 2019-20. Only four
institutions — Colorado School
of Mines, Fort Lewis College,
the CSU system, and the
University of Colorado — have
improved since the current
formula was put into place.

FIGURE 19

Growth or Decline in Underrepresented Minority Students as
a Share of Total and Budget Growth
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FIGURE 20

Growth or Decline in Retained Students Relative to FY 2019-20
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As Figure 21 shows, graduation
rates for students completing

a degree within the normally
allotted time to complete the
degree also have not improved
with the current formula. Given
the nature of this variable, the
normal graduation rate may be
more of an effect than a cause
that can

be meaningfully influenced to a

sufficient degree by institutions.

Thus, the lack of much
improvement
in the measure.

Graduation Rate
at 150% of
Normal Time
(10% Weight)

Figure 22 indicates that
graduation rates for students
completing a degree over a
longer time horizon also have
not improved with the current
formula.

FIGURE 21

Normal Graduation Rate, 2018-2019 to 2023-2024
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WHAT OTHER STATES ARE DOING

While Colorado incorporates several important metrics into its performance-based funding model, it
lacks a clear emphasis on student progression and alignment with workforce needs. As the following
examples show, other states clearly prioritize these areas.

&

Tennessee. With the Complete College Tennessee Act of 2010, Tennessee shifted its funding

model toward performance metrics. These factors now encompass around 80% of the allocation
of points awarded by the state. Tennessee'’s formula also incorporates premiums to prioritize
outcomes involving underserved populations, including adult and low-income students, and
degrees in high-need academic fields like STEM and health care.

Tennessee’s funding formula also distinguishes between community colleges and four-year
institutions by employing distinct performance indicators for each sector. This differentiated
approach allows for more tailored accountability and resource allocation. Notable and innovative
inputs used in Tennessee’s model include:

= The total number of short-term certificates — defined by the state as a certificate that requires
less than 24 credit hours — awarded during an academic year;

= The number of long-term certificates — a certificate that requires more than 24 credit hours
— awarded during an academic year;

= Job placement, which encompasses all work-eligible or work-capable graduates employed
within a year of graduation; and

= Non-credit workforce training hours that students complete in an academic year.

Texas. In 2023, Texas adopted an outcomes-based formula to allocate state funding to its
community colleges. The formula aims to align institutions with Texas's educational goals and
workforce needs. Texas's formula weights outcomes affecting target populations, including
economically disadvantaged students (25%), academically disadvantaged students (25%), and
adult learners (50%).

The first metric Texas uses is the number of students completing 15 semester credit hours (SCHs)
of dual credit or dual enrollment through an institution, provided these hours meet degree or
workforce credential requirements.
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The second indicator is the number of students who complete 15 SCHs and either transfer to a
Texas public university or enroll in a structured co-enrollment program.

The final metric is the total number of degrees and credentials awarded, encompassing bachelor’s
and associate degrees, Advanced Technical Certifications (Levels 1and 2), occupational skills
awards, Institutional Credentials Leading to Licensure or Certification (ICLCs), Opportunity High
School Diplomas, and Third-Party Credentials. (An Opportunity High School Diploma refers to
earning a high school diploma through concurrent enrollment in a competency-based education
program.) For these credentials, specific criteria apply: Among other requirements, ICLCs must
meet a minimum total contact-hour requirement, and certificates are counted only if, on average,
they yield a positive ROI within certain timeframes, ensuring only credentials of value contribute
to this measure. Additionally, extra weights are applied to degrees in high-demand fields as
defined by the Texas Higher Education Coordinating Board.

Florida. Several components of Florida's outcomes-based funding model are explicitly designed
to align institutional performance with the state’s broader educational and workforce priorities,
thereby linking public investment in higher education to measurable economic and policy goals.
Efforts include:

= The number of bachelor's degrees awarded in “programs of strategic emphasis” like STEM,
with double majors double-counted;

= Median wages of full-time bachelor’s degree graduates a year out from graduation, excluding
self-employed, military, or minimum-wage workers; and

= Aninstitution-specific benchmark that allows IHEs to choose a unique component they would
like to be measured on that’s tailored to its goals and strengths. Examples include:

= Florida Poly measures workforce experiences;

= UCF looks at the total number of degrees awarded to Hispanic and African American students;

and

= UF examines its endowment size.
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COLORADO’'S FUNDING MODEL
COMPARED TO OTHER STATES

Colorado's higher education FIGURE 23
funding model is distinct in Higher Education - Some Type of Base Funding Approach
its reliance on a base-plus 18 No specific base funding approach (§Some type of base funding approach

approach whereby annual
allocations begin with prior-
year funding levels and are
then adjusted marginally using
the eight specific variables
already discussed.

As Figure 23 shows, Colorado
is one of 26 states that use
some sort of base funding
model. As Figure 24 on the
next page demonstrates,

19 other states incorporate

p Source: Education Commission on the States, CSI Research .’i glE]N“SuEDH
performance or outcomes | Bt
funding in a marginal or
supplementary manner. FIGURE 24
Another 13 states apply Higher Education - Performance or Outcomes Funding
perf‘ormance_based f'unding @ Mo outcomes/performance funding ([ Select institutions use performance/outeomes funding ([ Performance/outeomes funding

selectively — typically limited
to certain sectors such as
community colleges — while
18 states do not employ

any form of performance or
outcomes-based funding.

This comparative positioning
highlights Colorado’s cautious
adoption of performance
funding mechanisms. While
the state has taken steps to

reward institutions based on COMMON
Source: Education Commission on the States, CS1 Research ! SENSE
student outcomes, the modest
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scale and limited influence of these metrics in the overall funding formula suggest performance-based
funding plays a secondary role relative to historical funding levels. As such, Colorado may benefit from
further refinement of its model to more meaningfully connect state appropriations to institutional
performance, and workforce alignment - the current model drives little or no motivation to change or
perform.

Further Details on What Other States Consider

Given this background, how does Colorado compare with other states in terms of what is considered

in funding formulas? In terms of how they compare with Colorado, the following table indicates how
many of the other 50 states consider the same or similar factors as Colorado. Overall, the top three
factors Colorado considers that other states also generally consider are credential production (62%),
low-income students (42%), and retention rate (30%). No states consider first generation headcount,
and only 28% consider underrepresented minority student share. When looking at performance funding,
resident full-time students (6%), graduation rate at 100% of the normal time (18%), and graduation rate
at 150% of the normal time (22%) are also infrequently used. Recently, growing interest among states
concerns job placement/employment, with 22% of states now placing some sort of consideration of this
outcome in funding.

Further details on other states’ funding considerations is given in Appendix C.

TABLE 2

Factors Considered in States’ Higher Education Funding Systems

Factor CO's Funding Weight (::ﬁ:;:j{nssa(t:eos) Per(ci:::Ituac?ii:Es(t)a)tes
Pell-Eligible Student Share 20% 20 42%
;J;:reerrepresented Minority Student 20% 13 28%
Retention Rate 20% 14 30%
Resident Full-Time Enrollment 10% 2 6%
_(I?irrzc;uation Rate at 100% of Normal 10% 8 18%
Graduation Rate at 150% of Normal Time 10% 10 22%
:i;::—llcri:g:tration Resident Headcount 59 0 2%
Credential Production 5% 30 62%
Credentials of Value 0% 17 36%
Uses Jobs/Employment Outcomes 0% 10 22%
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CONNECTING DEGREES WITH JOBS
AND PERFORMANCE FUNDING FACTORS
WITH DEGREES

Given the divergence in factors considered in performance funding, is there a connection between one,
some, or all of the factors Colorado considers and degrees/certificates of value, as represented
by scientific and engineering degrees?

Degrees of Value (Credentials of Value) and Jobs

Before looking at the connection between performance funding factors and degrees, the following figure
shows the correlation between the percentage of degrees awarded for science and engineering and the
percentage of STEM jobs per total employment. Unsurprisingly, the state is high on both science and
engineering degrees as a percent of total and STEM jobs as a percent of total employment. Colorado

has a long tradition of being

a technologically capable FIGURE 25
population with a workforce Correlation Between Science and Engineering Degrees as a
able to compete with any Share of Total and STEM Jobs as a Share of Total
state in the country in science, Employment
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WHAT IF COLORADO'’S FUNDING MODEL
PLACED SIGNIFICANTLY MORE WEIGHT ON
CREDENTIALS OF VALUE?

Colorado’s current funding formula does not consider credentials of value connected to the state’s labor
market. Instead, as noted at the outset of this report, the current funding model has only three weighted
payment thresholds across eight different performance funding measurements that, together, deliver
funding to institutions across the state.

This section explores CSl's empirical outcomes for Colorado graduates earning attainment credentials
linked to: High ROI; high-need, high-demand in the labor market; and their associated supply and demand
workforce gaps.

CSl evaluates the top ROI focus areas for four-year degrees and short-term credentials (one to two years)
in Colorado, as well as the projected workforce needs for these fields. Using these factors, CSI estimates:
Gaps in employer demand and the supply of graduate talent, labor productivity, and economic mobility.

Findings suggest that if the state centered its outcome-based funding formula to strategically include
credentials of value, Colorado’s institutions could set the national stage in terms of bridging workforce
gaps and bolstering graduates’ economic mobility.

Labor Market and Economic Mobility

Credentials of value, which refer to any post-secondary credentials, including degrees, certificates, and
certifications, that provide learners with the skills and knowledge necessary to secure strong career
pathways, high-paying jobs, and economic prosperity.

They are essential to help meet any state’s workforce demands.

As such, in recent years, credential production and stackable credential pathways have been top-of-mind
at the Colorado Department of Higher Education (CDHE), including through the passage of SB 22-192.
This 2022 legislation provided the CDHE funding to work with other government agencies, stakeholders,
K-12 educators, and higher education institutions to develop 10 stackable credential pathways in high-
need, high-demand industries by the end of 2025.

The problem with this legislation is that some of these proposed high-need pathways, such as
behavioral health and education, typically do not provide wages that meet the minimum earnings
threshold to be able to live in Colorado.*
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While graduates’ ability to secure a job in a high-demand, high-growth sector in the state should be
considered when institutions expand credential programs, other factors, like income, also must be

considered.

Why? Because in 2023, 50% of all bachelor’s degree graduates in Colorado left their campuses facing

debt. Average debt was $25,200 per student, with 9% of graduates accruing debt greater than $40,000.x

Compounding the debt issue is the fact that Colorado is currently the 19th most expensive state to live
in in the United States.” A high and growing cost of living means a robust ROI in higher education fields

of study is necessary to attract and retain learners to the state. Because of this need, CSI considered both

financial returns to the worker and workforce demand in its analysis.

Figure 26 reports data on the highest ROI four-year degree majors and short-term credentials in Colorado.

These findings are based on 10-year median earnings post-graduation. Most of these credentials are
associated with STEM! These fields are also linked to the high-growth occupations

in Colorado between 2023
and 2033. Seven of the top 10
projected employment gains
in the state by occupation
are associated with the
credentials listed

in Figure 26. Table 3 lists
these occupations and

their associated expected
growth rates.

Based on total percentage
change of expected
employment, computer and
information sciences and
support services are projected
to see the highest spike in
occupational growth out

of any occupation group
between 2023 and 2033,
rising by more than 28% and
projecting 131,650 annual
job openings in the state.
These occupations are also
associated with the highest

FIGURE 26

Top Earning Four-year Degrees and Short-term
Credentials of Value in Colorado
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(]

|i!§[

er and Information Sciences and Support Serv
5116,581

$90,189
Transportation and Material Moving
$89,645
=, ] Marketing. and Related Suppe
$86,565

Sciences

Busines:
Physical

$80,43
Architecture and Related Services
$77,050

Health Professions and Related Programas
$75,798

ical and Biomedical Sclences

g

ial Sclences
$69,700

Top Earning Short- Term Credentials (10 Years Post
Graduation

§77,897

|
:

Homeland Security, Law Enforcement, Firefighting and
$70,074

Health Professions and Related Programs
$68,117

itﬂ'ml‘lnlﬂn and Studies

Precision Production

$60,060

-Related Technologies/ Techn

Computer and Information Sciences and Support Servi

LI ISIPISIP PP PP PSP ES
b

SESFF SIS el

Dutcornes (PSED), US Census Bureay, 2025 - Mote: Wage levels ane reported in maedian annual earnings.

Froadontiole winrs rmaiekhod hooosd sm thos aceaedatod BAIPS meadda

T F

Projections, Colorado Department of Labor and Employment (CDLE), 2025, Post Secondary Employment .l' COMMON
L]

' Due to lack of long-term data on legal professions and studies, that four-year degree is not included in CSl's

analysis. Data shows a high median earnings threshold for this discipline, however, that estimated at $60,568

one year post-graduation.
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TABLE 3
Associated Labor Associated SOC Employer Demand:
Credential of Value Title Market Occupation 2-digit Occupation Total Percent Change:
Title Title 2023-2033 (%)
Computer and Information Sciences and Computer and o
. . 15 +28.3%
Support Services Mathematical
Health Professions and Related Programs Healthcarg Support 31 +25.5%
Services
Construction Trades Constructlgn and 47 +22.4%
Extraction
Legal Professions and Studies Legal 23 +21.9%
Physical Sciences; Social Sciences; Biological Life, Physical, and o
. - ; . . 19 +20.8%
and Biomedical Sciences Social Science
Engineering; Engineering Related Technologies; Architecture and 13 +179%
Architecture and Related Services Engineering 7P
Business, Business-related Management, Business and Financial 17 +176%
Marketing, and Support Services Operations i

earnings for any four-year degree earner. Healthcare professions and related programs are associated
with the second highest growth in the state during this period, increasing by more than a quarter of

their current level. The healthcare support services sector, taken together with healthcare practitioners
and technical occupations, is expected to grow by 163,410 job openings between 2023 and 2033.
Construction trades jobs, which are linked to the highest ROI for one- to two-year short-term credentials
in Colorado, are expected to grow by roughly 22%, or an estimated 198,700 openings between 2023
and 2033

Table 4 offers the count of graduates who completed a credential of value within the projected high-
growth, high ROI fields of study reported in Table 3, disaggregated by Colorado’s IHEs. The data findings
include graduation counts across all levels of educational attainment, from short-term certificates (less
than one year) to doctoral and professional degrees. The results provide insight into how effectively
individual institutions are contributing to the development of talent aligned with Colorado’s labor market
demands and value to both graduates and the state’s economy.

Historically, Colorado’s institutions of higher education have demonstrated relative efficiency in aligning
academic programs with the state’s evolving workforce demands in some high ROl fields of study. This
outcome is particularly evident in fields such as health professions and related programs, which accounted
for 105,050 graduates between 2001 and 2021. Among these occupations, the University of Colorado
Denver and Front Range Community College accounted for the largest share of graduates, with 14,887
and 14,444, respectively. Academic programs in business, management, marketing, and related support
services yielded 93,167 graduates over the same time frame. The University of Colorado Boulder and
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Colorado State University led in business-related degree completions, producing 15,644 and 15,449
graduates, respectively.

The data also reveal areas where Colorado’s higher education institutions could improve alignment
between program offerings and high-value credentials tied to labor market demand. Notably, gaps exist
in fields such as construction trades; legal professions and studies; physical sciences; social sciences; and
biological and biomedical sciences. For example, according to Post-Secondary Employment Outcomes
(PSEO) Census data, only seven out of the state’s 32 higher education institutions offered programs in
legal professions and studies between 2001 and 2021. These programs produced only 4,675 graduates
statewide. The University of Colorado Boulder accounted for a significant portion of these graduates,
contributing 2,714, or more than half of the total.

At the same time, completion in construction trades has been limited. Between 2001 and 2021, only 11 of
Colorado’s higher education institutions offered programs in this field, collectively producing just 11,432
graduates over the course of two decades. As mentioned above, this field is linked to the highest ROI for
short-term credentials in the state. This modest output underscores a significant gap in meeting the state’s
demand for skilled tradespeople, despite persistent labor shortages and strong job growth projections.

The limited institutional presence in certain high-ROI, high-need, and high-growth areas suggests
opportunities for strategic program expansion to better support Colorado’s evolving labor market.

TABLE 4

Count of Graduates in High-demand, High-paying Fields of Study by IHE
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Adams State NA 851 | NA | NA | 1357 692 NA 2900 | 14748 | 20%
University
Aims Community | 4, 5210 | 93 | NA 1165 NA 545 7044 | 38354 | 18%
College
Arapahoe
Community 1,377 6,125 95 849 1,01 NA 1,513 10,970 28,219 39%
College
Colorado Mesa o
. . 326 3,659 517 NA 3,322 1,518 426 9,768 27010 36%
University
Colorado
Mountain 378 4,235 NA NA 1,935 NA 201 6,749 29,986 23%
College
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Colorado
Northwestern
. NA 1,232 NA 55 221 NA 50 1,558 4,954 31%
Community
College
Colorado School | g7 NA | NA | NA NA 1434 | 12304 | 14605 | 23698 | 62%
of Mines
ColoradoState | 5oy | 1465 | NA | NA | 15449 | 13251 7251 | 39,948 | 137311 | 29%
University
Colorado State
University - 694 1,593 392 NA 2113 2,292 797 7881 17992 44%
Pueblo
Community
College of 419 1,151 NA 237 1,380 NA 91 3,278 18,801 17%
Aurora
Community
College of 396 4,518 NA 238 667 NA 194 6,013 22,159 27%
Denver
Emily Griffith
Technical 94 2,210 | 7680 | NA 171 NA 38 10,193 NA NA
College
Fort Lewis 219 320 | NA | NA 4,496 2102 62 7199 | 14418 | 50%
College
Front Range
Community 1,625 14,444 | 104 203 4,428 231 1,332 22,367 79,507 28%
College
Lamar
Community 144 743 103 NA 136 NA NA 1,126 4,755 24%
College
Metropolitan
State University 687 5114 NA NA 10,136 4794 1,022 21,753 61,507 35%
of Denver
Morgan
Community 63 2,062 NA NA 153 NA NA 2,278 8,681 26%
College
Northeastern o
. NA 785 NA NA 370 NA 53 1,208 10,732 1%
Junior College
Otero Junior 18 1407 | NA | NA 259 NA NA 1784 | 10355 | 17%
College
Pickens Technical | -, 869 | 65 | NA 53 NA 128 1176 NA NA

College
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Pikes Peak
Community 807 6,260 | 106 | 379 1,069 NA 956 9,577 51,878 18%
College
Pueblo
Community 819 6,855 NA NA 1,317 NA 223 9,214 35,780 26%
College
Red Rocks
Community 459 6,081 [ 1,652 | NA 2,116 NA 1,956 12,264 38,657 32%
College
Technical
College of the NA 424 NA NA NA NA 28 452 NA
Rockies
Trinidad State 106 2106 | 625 | NA 297 NA 517 3651 | 13870 | 26%
Junior College
University
of Colorado 3,099 1,306 NA | 2,714 15,664 22,364 13,953 59,100 161,588 37%
Boulder
University
of Colorado 953 3,422 NA NA 5,640 3,893 2,042 15,950 40,713 39%
Colorado Springs
University of 1438 | 14887 | NA | NA | 12676 | 6601 35602 | 92,064 | 39%
Colorado Denver
University
of Northern NA 5,716 NA NA 3,937 4,252 158 14,063 57869 | 24%
Colorado
Western
Colorado 40 NA NA NA 1,629 1,352 NA 3,021 10,223 30%
University

Another view of the data is the share of overall credentials for the identified areas awarded by the

institutions in the previous table. The following figure shows that comparison based upon the
National Center for Education Statistics’ Integrated Postsecondary Education Data System.

The top five institutions with the highest share of degrees/certificates awarded in these valuable areas
from 2001-2021 comprised of (share of degrees in parentheses):

= Colorado School of Mines (62%)
= Fort Lewis (50%)
= Colorado State University, Pueblo (44%)

= Arapahoe Community College (39%)

= University of Colorado, Colorado Springs (39%).
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On the other end of the spectrum, the lowest five institutions for degrees/certificates awarded in these
areas included:

= Community College of Denver (31%)

= Northeastern Junior College (2%)

= University of Northern Colorado (26%)

= Western Colorado University (24%)

= Adams State University (14%).

TABLE 5

Count of Certificates in High-demand, High-paying Fields of Study by IHE
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é;arzf‘:’:;ty College 172 538 12 20 75 NA 21 1763 475
S;’:S:g:’yMesa 55 434 75 NA 309 26 64 2113 456
gg:;’;‘f Mountain 63 378 NA 16 207 NA 39 1428 492
Colorado
Northwestern NA 62 NA NA 4 NA NA 210 314
Community College
;‘i’:;;a“ School of 299 NA NA NA 6 87 | 1423 | 1979 917
Colorado State
University-Fort 343 109 NA NA 1148 163 935 7794 34.6
Collins
S;’:S:g;’ysl;‘zzilo 45 240 NA NA 132 2 38 860 531
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Emily Griffith 21 204 106 | NA NA 22 787 455
Technical College
Fort Lewis College 12 41 NA NA 105 27 31 653 331
Front Range 261 1014 | 140 | 72 345 NA | 182 | 4942 4038
Community College
Lamar Community NA 50 10 NA 6 NA NA 201 328
College
Metropolitan State 150 220 | NA | NA 621 36 | 137 | 3268 356
University of Denver
Morgan Community 0 169 NA NA 34 NA 2 325 631
College
Northeastern Junior NA 69 NA NA 56 NA 28 520 294
College
Otero College NA 140 NA NA 10 NA NA 387 38.8
Pickens Technical NA 152 32 NA 38 NA 42 621 425
College
Pikes Peak State 131 g8 | 1 | 30 149 NA | 138 | 3180 405
College
Pueblo Community 163 726 11 NA 275 NA | NA | 2375 495
College
Red Rocks 44 402 38 NA 251 NA 80 2071 394
Community College
Technical College of |\ 18 NA | NA NA NA 18 300 453
the Rockies
Trinidad State NA 193 123 NA 12 NA 6 716 46.6
College
University of 743 m NA | 192 1712 395 | 1788 | 10241 482
Colorado Boulder
University of
Colorado Colorado 127 282 NA NA 486 14 169 2708 398
Springs
University of
Colorado Denver/ 272 | 1482 | NA | NA 933 30 | 284 | 5678 529
Anschutz Medical
Campus
University of
Northern Colorado 0 310 NA NA 304 e ° 209 2
Western Colorado o 2 NA NA 106 13 589 241
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Credentials of Value Could Boost Enroliment, in Theory

Higher education is currently in a period of volatility. According to Fitch Ratings projections, ongoing
enrollment challenges will continue to drive financial strain. By scaling up credential of value initiatives,
Colorado's higher education institutions could mitigate financial pressure while advancing student and

state-level economic outcomes.

Not only could credentials of value performance outcomes support the talent pipeline and workforce
in Colorado, but they could also help address current concerns about prolonged downturns in college
enrollment.?” According to the Colorado Legislative Council’s enrollment forecast, enrollment growth
across the state’s institutions is expected to slow from 3.6% growth in 2023-24 to 3.4% in 2024-25

to 1.8% 2025-26.

Figure 27 displays the most recently available enrollment trends across the largest 10 institutions of higher
education in Colorado. In general, many institutions experienced slight upticks in the level of learners
between 2018 and 2019, followed by a more significant downtick between 2019 and 2021.

Assuming rational theory, when the time and financial costs of obtaining a postsecondary credential
outweigh its perceived labor market value, potential learners are not incentivized to enroll. Declining

enrollment and credential
completion present significant
risks, particularly at a time
when sustained productivity

is essential to maintain U.S.
global competitiveness. Higher
education plays a critical role
in workforce development, but
without sufficient investment
in competitive, outcomes-
driven programs, long-term
labor market stability remains
uncertain.

Expanding access to high-value
credential programs, especially
short-term, high-return
options, could incentivize
greater participation among
Colorado students. By
prioritizing such pathways,
the state has the potential to
emerge as a nhational leader in
undergraduate outcomes and
labor market alignment.

FIGURE 27

Enroliment Trends Across Colorado's Largest
Institutions: 2018, 2019 & 2021
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How Coloradans Can Earn a More Than a Livable Wage
through Higher Education

The Massachusetts Institute of Technology (MIT) Livable Wage threshold was estimated to be $52,981in
2025 This amount represents the lowest level a Coloradan must earn to sustain oneself based on typical
regional expenses such as food, childcare, and housing.

The wage estimates in Figures 28 and 29 show how much more top earning four-year and short-term
credentials earn above the livable wage. As Figure 28 shows, computer and information sciences and
support services bachelor’s degree earners have the highest median wage post-graduation at 54% above
the livable wage threshold.

This category is followed by FIGURE 28

engineering deg ree holders Percentage Above the Livable Wage Threshold for an Individual in Colorado (2025)
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completers, and legal
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as Figure 29 shows, earn
24.4%, 22.2%, and nearly
15.9% above Colorado's
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HOW WOULD FUNDING SHIFT BETWEEN
INSTITUTIONS IF THE FUNDING FORMULA
CONSIDERED OTHER FACTORS

As noted earlier, the current funding formula has virtually no connection with outcomes and is too slow to
provide a material incentive for action. Acknowledging that, how would funding shift among institutions if
the state opted for:

= Scenario 1: A 100% funding allocation towards credentials with no guaranteed funding base of the
prior year's funding amount.

= Scenario 2: A 100% funding allocation towards credentials with a guaranteed funding base of the
prior year's funding amount.

= Scenario 3: A 100% funding allocation towards credentials of value with no three- and four-year lags
and no guaranteed prior year funding base.

= Scenario 4: A 100% funding allocation towards credentials of value with no three- and four-year lags
and a guaranteed prior year funding base.

= Scenario 5: A 50% weight towards credentials of value and a 50% weight towards earnings
outcomes with no guaranteed prior year funding base.

= Scenario 6: A 50% weight towards credentials of value and a 50% weight towards earnings
outcomes with a guaranteed prior year funding base.
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Scenario 1: 100% Funding Allocation Towards Credentials

with No Base

The slow-moving nature of the funding formula is readily transparent when comparing the status quo
with funding options that place greater weight on career-oriented results and/or allow for funding to
respond to performance quicker. For instance, the following figure is the shift in state funding that would
occur if the state opted to fund institutions based solely on credentials. In this scenario, Colorado’s
Community College (CCC) system and the University of Colorado (UC) system would see the largest
increases in funding, rising by approximately $84 million and $44 million, respectively, relative to their FY
2025-2026 baseline funding. On the other end of the spectrum, Denver Metro, Fort Lewis, and Western

would see their funding drop
by approximately $30 million,
$17 million, and $16 million,
respectively. From

this perspective, CCC and
CU are subsidizing every
other institution.

FIGURE 30

Scenario 1: 100% Credentials Funding Allocation with No 3/4 Year Lag

The left pane shows the baseline funding for each institution. The middle pane shows funding if 100% of
funding was allocated on credentials with no lag. The right pane shows the change in funding.

If credentials was the deciding factor, Commumity Colleges of Colorado and the University of Colorado system would
see an increase in funding of approximately $84 million and $44 miliion, respectively. In cantrast, Denver Metro (-830
miflion), FLC (-817 milfion), and Western (816 million) would see the largest drop in funding.
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Scenario 2: 100% Funding Allocation Towards Credentials
with Guaranteed Funding Base

Scenario 1looked at a 100% funding allocation towards credentials. What if only new funding were
allocated towards credentials, with each institution guaranteed 100% of their prior year funding?
The following figure shows that view.

Overall, in this
moderate funding
shift scenario, rather
than large shifts
among institutions
due to years of
some institutions
subsidizing certain
other institutions,
the funding shifts
are moderate. The
largest shifts with
increases in funding
from new money
include CCC and
UC, up $2.1 million
and $1.1 million,
respectively. In
contrast, Denver
Metro, FLC, and
Western see funding
drops of $1.6 million,
$0.5 million,

and $0.3 million,
respectively.

FIGURE 31

Scenario 2: 100% Credentials Funding Allocation with a

Guarantee of Prior Year's Funding

The top pane shows the baseline funding far each institution. The middle pane shows funding if
100% of funding was allocated on credentials with no lag but a guarantee of prior years
funding. The bottorm pane shows the change in funding.

¥ credentials was the declding Factor for only mew money, Community Colfeges of Colovado and the
Unirversily of Colorado system would see an increase i funding of aporoximalely 82,1 mullion and 87,1
million, respectively. in contrast, Denver Metro (-371.6 miflion), FLC [-30.5 million), and Wesatem (-80.3
million) waould see the largast drop in funding.
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Scenario 3: 100% Funding Allocation Towards Credentials of
Value with No Guaranteed Funding Base and No 3/4 Year Lag

Scenarios 1and 2 looked at the shift in funding if credentials were the sole deciding factor in funding and
whether or not institutions were guaranteed prior year funding. Scenario 3 looks at funding assuming
100% of the funding allocation was based on credentials of value, with no guaranteed funding base

and no 3/4 lag.

Overall, if FIGURE 32

credentials of value Scenario 3: 100% Credentials of Value Funding Allocation

were the deciding with No Guarantee of Prior Year's Funding and No 3/4 Year

factor for all money, Lag

the University of The top pane shows the baseline funding for each institution. The middle pane shows funding if
100% of funding was allocated on credentials of value with no 3/4 year lag and no guarantee of

Colorado system prior year's funding. The bottom pane shows the change in funding.

an C| th eS Ch o 0| If credentials of value was the deciding factor for all money, the University of Colorado system, the
School of Mines, and the Community College system would see an enormous increase in funding of

of Mines would approximately 8136 million, 338 million, and $9 million, respectively. In contrast. Denver Metro (-847

million), UNC (-842 million). and Adams (523 million) would see the largest drop in funding
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Scenario 4: 100% Funding Allocation Towards Credentials
of Value with Guaranteed Prior Year Funding Base and
No 3/4 Year Lag

Scenario 4 is the same as Scenario 3, with the exception that institutions are guaranteed their prior year's
funding amount.

Overall, in this scenario, funding would shift from the subsidized to the historical subsidizer, with four
institutions—the University of Colorado system (+$3.4 million), School of Mines (+$0.8 million), CCCS
(+$0.3 million), and the CSU system (+$19,000).

FIGURE 33

Scenario 4: 100% Credentials of Value Funding Allocation with a
Guarantee of Prior Year's Funding and No 3/4 Year Lag

The top pane shows the baseline flunding for each institution. The middie pane shows funding & 100%
of funding wag allocated on credentials of value with ne 374 year lag and & guarantee aof prior years
funding. The bottom pane shows the change in funding.

If credentizls of value was the deciding factor far all money, the University of Colorado sy=stern the School of
Mines, and the Community College Spatam wauld gather most the new funding available, while other institutions
wauld sae a drop in monay from what thay wauld have saen with no changea in the formula, although they wauld
ot see o decrease n actual funding relative to the prior wear.
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Scenario 5: A 50% Weight Towards Credentials of Value
and a 50% Weight Towards Earnings Outcomes with
No Guaranteed Prior Year Funding Base

Scenario 5 continues with the credentials of value funding assumption and adds a 50% towards job
earnings results. Although a gold standard method for capturing earnings post-graduation for students
in the state is unavailable, for this exercise, CSl used the earnings outcomes as reported by the Post-
Secondary Employment Outcomes Explorer provided by the U.S. Census Bureau.** Average earnings
were calculated for each institution for the most recent cohort using the bachelor’s degree recipients as
the measure, with the exception of Colorado’s community colleges, in which case CSI used the earnings
of associate’s degree recipients. The earnings estimate employed the p50 (middle point) estimate.

Before presenting the budget FIGURE 34

impact results, the following Estimated Mid-Point in Earnings One Year After Graduation
figure presents the assumed

earnings outcomes. Of the
10 institutions, the School of
Mines has the highest typical
(50th percentile) earnings
estimate one year after

Mines

CSU System
CU System
Metro

Mesa

cccs

graduation, followed by the i
Colorado State University Adams
system and the University Western
of Colorado system. On the FLC

o
o

Othel‘ end' Fort LeW|S, Western' $10,000 $20,000 $30,000 540,000 $50,000 $60,000 $70,000 $80,000

and Adams have the lowest

: SENSE
earning graduates.

INSTITHTE

Source: U.S. Census Bureau, Posi-Secondary Employment Outcomes Explorer, CSI Analysis '!' COMMON
[

Given the just-mentioned assumptions, the following figure looks at the shift in funding if it were allocated
with a 50% weight on graduates’ earnings post-graduation and 50% based on credentials of value.

Before looking at the results, a note on the weight allocations: For the 50% earnings share, each
institution’s mid-point earnings estimate was multiplied by the number of credentials awarded to get an
estimate of total wages generated by that institution. From this estimate, each institution’s share of the
total estimate’s wages was estimated and multiplied by the 50% weight.

Overall, when considering credentials of value and an institution’s share of total wages generated

in the economy, funding would shift significantly in the coming year, with three institutions seeing
large increases: the University of Colorado (+$91 million), the School of Mines (+$35 million), and the
Community College system (+$25 million).
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On the other end

of the spectrum,
institutions that
generally fail to
produce significant
wages in the economy
relative to their current
funding allocation
include, among the
other institutions:
Metro (-$44 million),
University of Northern
Colorado (-$32
million),

and Adams (-$20
million).

What the results of
this Scenario 5 show is
that some institutions’
graduates are much
better at generating
wages than others.
And remember,
wages are either the
first or second most
important reason
students attend
college in the first
place.

FIGURE 35

Scenario 5: 50% Weight Towards Credentials of Value and
50% Towards Job Placement with No Guarantee of Prior
Year's Funding and No 3/4 Year Lag

The top pane shows the baseline funding for each institution. The middle pane shows funding if
50% of funding was allocated on credentials of value with no 3/4 year lag and no guarantee of
prior years funding and 50% was allocated based upon an institution’s estimated share of total
wages generated for the most recently available graduation year. The bottomn pane shows the
change in funding.

In this Scenario 5, three institutions see an enormous increase in funding due to their having graduated
a large share of the "wage earners”in the economy-the University of Colorado system, the School of
Mines, and the Community College system. On the other end, the institutions that see their funding
allocations grow slower due to their lack of generating wages in the economy include Metro, UNC, and
Adams.
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Scenario 6: A 50% Weight Towards Credentials of Value
and a 50% Weight Towards Earnings Outcomes with a
Guaranteed Prior Year Funding Base

Scenario 6 continues what Scenario 5 introduces and adds the caveat that an institution’s prior year
funding amount is guaranteed. This ensures that no institution experiences a decrease in funding.

As one would
expect, the

shift among the
institutions is less,
with no institution
seeing an actual
decrease in
funding from their
2025 baseline,
but funding for
some institutions
growing faster
than others.

FIGURE 36

Scenario 6: 50% Weight Towards Credentials of Value and 50% Towards Job

Placement with a Guarantee of Prior Year's Funding and No 3/4 Year Lag
The top pane shows the baseline funding for each institution, The middle pane shows funding if 50% of funding was
allocared on credentials of value with no 3/4 year lag and a guarantee of prior vears funding and 50% was allocated
based ypon an institution’s estimated share of total wages generated for the most recently available graduation year.
The bottom pane shows the change in funding.

In this Scenaria 6, the institutions with an increase relative to their current baseling include the CU system, Mines, CECS, and the
C8LU spstem. On the other end, the nstitutions that generally produce less wages fram graduates with credentials of value
inelude Meza, Western, Adams, FLC, UNC, and Metro.
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The Scenarios with Guaranteed Baselines

Three of the scenarios guarantee baseline funding at the prior year’s amount plus an institution’s share

of the growth in funding.

As shown, no institution sees
a decrease in funding from
their current 2025 baseline
funding. The difference lies in
how fast funding grows. For
institutions that are producing
the most impact on the
economy—as measured by
wages added to the economy,
credentials of value, or simply
credentials—they see faster
growth in their funding.

CHECKING THE
CONNECTION
BETWEEN FUNDING
FORMULA INCLUSION
OF STEM-RELATED
DEGREES AND
AVERAGE JOB
GROWTH

One way to inspect the
connection between funding
formulas and job growth is to
empirically inspect whether
states that include STEM-
related incentives in their

funding formula have higher average job growth. In the model result below, average job growth is defined

FIGURE 37

Guaranteed Prior Year Funding + Share of New Funding

The top pane shows the estimated 2026 growth in funding. The next three panes (Scenarios 2,4, and 6)
show the growth in funding using the assumptions for Scenarios 2, 4, and &,

As showr, by being more proactive in lunding credeniials of valve and wagesemplopment oulCorme Measures, Some
institutions grow faster than others but no fnstifution sees 2 decrease in funding from where they stand today

B adams Boocs BosU System @CU Sysiem BELC @csa Bvers @Mines BUNc Bwesem

I ::
I G2 355

3475240

I 107,591
|

Foenanio 2, Growlh from Frior ear
.

VINWYOd DNIANN4 NOILYDNA3 ¥YIHDIH S,0Av4010D // seoe AInl

3,

i
=

=
b

=1

S, b 12
FETE

|
]
H

— prem

50,202,924

Scenario b, Growth from Prior Year

o
I
E

93,448,430

||
]

30,100,048

E

%

E|

=

'ﬁ_’
258
=
2

= = o = = =] = = =1 = =
=4 = =1 = = =1 = = =1 = =
= = = = = = = = = =
= = = = = = = = = =
=1 =] = =] = = = = = =
= = = = =1 = = = = =
el e = ud wF - e o =
in 5 i & = = =5 - = o
Sources CDHE, Ul Research and Analysis < Nole: These ane estimated values based upon informaiion available a1 the time
of publicaton. Final estimates miay difter slightly. COMMON
Heond note: For this sechion, credentials of vishee are defined as Computer and Infonmation Soences amd Supporl Seevices, .! SENSE
L midani

Heailth Professions and Related Programs, Constructlon Trades, Legal Professlons and Studles, Business Managemen,

Mlarkesling amd Helaled Support Seraces, Physical Soences, and Enginesring,

as average year-over-year job growth by month from February 2021 through April 2025. The following
regression results provide an estimate.

The regression uses information gathered on factors used across states that Colorado also uses. Overall,

the estimate of relevance to this discussion is the “Coefficient” on Uses Credentials of Value STEM, which

is estimated at 0.166 with a 90% confidence level. This indicates that when a state adopts credentials
of value in its higher education funding formula, it can expect 0.166 more percentage points in job
growth. When applying the 0.166 to Colorado in June 2025, the 0.166 would equate to 19,100 more jobs
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in Colorado today than what occurred. This is surprisingly similar to the 20% scenario presented in the
REMI results section below.

TABLE 6

Linear regression for Average Job Growth from 2/2021 to 5/2025

Ln ofAver.age]ob Cront Coef. Standard Error t-value p-value Sig
in CO
Credential Production -0.03 0.08 -0.32 0.75
Underrepresented Minority -0.00 010 -0.02 0.98
Pell Eligible Students -0m 0.09 -1.20 0.24
Retention Rate -0.03 0.08 -0.31 076
Resident Full Time Enrollment -0.32 0.14 -2.38 0.02 *%
Graduation Rate at 100% 019 0omn 172 0.09 *
Graduation Rate at 150% -0.09 0.09 -1.02 0.32
West 0.31 0.06 513 0 KKk
Uses Credentials of Value STEM 017 010 174 0.09 *
c.West##c.SL‘J;:&CredValue- 022 015 142 016
Constant 0.90 0.06 19.88 0 *kk
Mean dependent var 0.94 SD dependent var 0.25
R-squared 0.36 # of observations 50
F-test 4.88 Prob > F 0
Akaike crit. (AIC) 1.30 Bayesian crit. (BIC) 22.33

*%% p<.01, %% p<.05, * p<]
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HOW CREDENTIALS OF VALUE PRODUCTION
AFFECT THE ECONOMY

This section? provides a detailed analysis of CSI's econometric results. Our methodology used publicly
available government workforce and education data to project the economic impact of additional funding
toward the credential production input variable in the funding model — assuming credential production
only includes credentials that are of high ROI value in the workforce and fall into high-demand, high-
growing sectors. Our methodology estimated the direct effect of high-demand/high ROI job increases
across five scenarios associated with upticks in credentials of value production statewide.

By exploiting the average annual level of graduates in these fields and utilizing percentage thresholds as a
proxy for growth in graduates, our findings suggest significant, positive economic impacts across all of our
output variables. Specifically, results suggest significant increases in employment-enhancing productivity
as opposed to employment-reducing productivity. Economic outcomes grew tremendously as the
magnitude of the percentage thresholds increased.

2 This study only examined top-earning, high workforce demanded four-year degrees and short-term credentials
that took one to two years to complete. Thus, we can assume the economic impact findings are underestimated,
and the magnitude of positive impacts would be far greater than the numbers reported here if we also took into
account graduate and other degrees, along with certificates that take less than a year to finish.
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REMI RESULTS

The economic impact of expanded credentials of value was modeled using two factors:
= Change in direct employment for sectors that would see a bump in productivity-enhancing labor; and

= Change in the labor productivity for impacted sectors. Labor productivity is assumed to be
labor-enhancing, meaning more labor intensity, as opposed to labor replacing.

= The direct employment impact from the credentials of value boost occurs in Colorado.

We modeled 5%, 10%, 15%, and 20% increases in the level of graduates with credentials of value
and found that a:

= 5% increase led to a 991 rise in direct employment

= 10% increase led to a 1,982 rise in direct employment

= 15% increase led to a 2,973 rise in direct employment

= 20% increase led to a 3,964 rise in direct employment

Regarding labor enhancing labor productivity, we found that a:

= 5% increase in credentials led to a 0.05% rise in direct labor enhancing labor productivity
= 10% increase led to a 0.1% rise in direct labor enhancing labor productivity

= 15% increase led to a 0.15% rise in direct labor enhancing labor productivity

= 20% increase led to a 0.20% rise in direct labor enhancing labor productivity
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Scenario 1: 5% Increase

The results of the REMI model are presented in Table 7. Overall; the results suggest a 5% increase in
graduates with credentials of value would lead to:

= 4,635 new jobs above the baseline job growth by 2035
= A $11billion increase in nominal GDP by 2035

= A $2.0 billion increase in output by 2035

= A6,108 increase in population by 2035

= A $767 million increase in personal income by 2035
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TABLE 7
Economic Impact from a 5% Rise in Credentials of Value
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2030 5,012 4,519 4,404 | $1,841,021,606 | $636,040,271 $545,382,785 $1,023,061,539,497
2035 4,635 4103 6,197 | $2,002,776,554 | $764,426,555 $659,965,379 $1,122,953,632,029
2040 4,658 4127 6,596 | $2,306,612,949 | $917,065,629 $793,747080 $1,293,891,638,388

SCENARIO 2: 10% INCREASE

The results of the REMI model are presented in Table 8 below. Overall, the results suggest a 10% increase
in graduates with credentials of value would lead to:

= 9,270 new jobs above the baseline job growth by 2035
= A $2.2billion increase in nominal GDP by 2035

= A $4.0billionincrease in output by 2035

= A12,396 increase in population by 2035

» A $15billion increase in personal income by 2035
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TABLE 8

Economic Impact from a 10% Rise in Credentials of Value
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2030 10,024 9,037 8,813 | $2,046,246,075 | $3,682,242,773 | $1,272,246,749 $1,090,912,893
2035 9,270 8,206 12,396 | $2,246,025,543 | $4,005,740,955 | $1,529,049,997 $1,320,107.295
2040 9,319 8,256 13195 | $2,588117431 | $4,613,776,546 | $1,834,633,943 $1,587940,973

SCENARIO 3:15% INCREASE

The results of the REMI model are presented in Table 9. Overall; the results suggest a 15% increase in
graduates with credentials of value would lead to:

= 13,906 new jobs above the baseline job growth by 2035

» A $3.4billion increase in nominal GDP by 2035

= A $6.0 billion increase in output by 2035

= An18,598 increase in population by 2035

= A $23billion increase in personal income by 2035

TABLE 9

Economic Impact from a 10% Rise in Credentials of Value
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2030 15,038 | 13,557 13,220 | $3,069,927441 | $5,524,290,683 $1,909,157166 $1,637087628
2035 13,906 | 12,310 | 18,598 | $3,369,185,258 | $6,008,840,074 | $2,293,866,012 $1,980,419,171
2040 13,980 | 12,386 | 19,799 | $3,882,510,168 | $6,921,204,108 | $2,752,538,299 $2,382,431,093
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SCENARIO 4: 20% INCREASE

The results of the REMI model are presented in Table 10. Overall, the results suggest that a 20% increase
in graduates with credentials of value would lead to:

= 18,542 new jobs above the baseline job growth by 2035
= A $45billion increase in nominal GDP by 2035

= An $8.0 billion increase in output by 2035

= A 24,804 increase in population by 2035

= A $31billion increase in personal income by 2035

TABLE 10
Economic Impact from a 10% Rise in Credentials of Value
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2030 20,056 | 18,081 17628 | $4,094,497103 | $7,367825,255 $2,547125,761 $2,184,214,253
2035 18,542 | 16,413 | 24,804 | $4,492,418,745 | $8,012,046,085 | $3,058,913,090 $2,640,935,167
2040 18,642 | 16,516 | 26,408 | $5,177062,776 | $9,228,880,356 | $3,670,815,209 $3,177,251,654

Our central findings regarding the importance of credentials of value are best represented in Table 10, or
scenario 4. REMI results suggest strong growth relative to the economy’s current state.

Assuming the scenario that boosts the level of graduates by 20% in the state, our estimates show this
would lead to nearly 19,000 new jobs in Colorado by 2035, spurred by a highly talented pipeline of
graduates. This number is roughly the same capacity as Madison Square Garden.

Regarding population, if the state’s funding formula appropriated 20% of its funding toward credentials of
value, CSl's model estimates a population growth of 24,804 by 2035, a number that exceeds Ball Arena’s
capacity by more than 3,000.

Population growth projections are important measurements since previous research has shown this
variable has strong correlations with economic growth.* These estimated population increases would
come at a critical time for Colorado: the State Demography Office (SDO) predicts a decline in statewide
fertility rates, lower domestic in-migration, and 40,000 worker retirements by 2030.% These factors will
have major repercussions for the state’s labor market, which means population growth will be necessary
for Colorado's economy to succeed in the long run.
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RECOMMENDATIONS AND
FURTHER RESEARCH

Recommendations

Based on CSlI's findings, policymakers may want to consider:

= Increasing the incentive for institutions to produce credentials of value. The current formula is
rigid in nature, and institutions do not lose money if they perform poorly compared to their peers.

= Prioritize targeted expansion of academic programs in underrepresented, high-demand, high
ROl fields or direct students to private providers of this type of coursework in order to avoid
duplication. This option could strengthen Colorado’s talent pipeline and improve alignment
between higher education outputs and labor market demands. While progress has been made
in producing graduates in health professions and business-related disciplines, other sectors —
such as construction trades, legal professions, physical sciences, social sciences, and biological
and biomedical sciences — remain underserved.

= Introduce workforce-aligned incentives tied to program demand, regional labor needs, and
credential ROI.

Further Research

The findings and recommendations of this paper lend themselves to further research on the differential
impact that states’ funding strategies are having on student outcomes and the economy overall. In this
vein, further research that would be helpful to Colorado in advancing its higher education and economic
development strategy includes—

= Create a higher education database for funding strategies across states and time, back to at least 2010,
to better decipher the causal impact of funding incentives on the state’s job market.

= Create a database of the weights states have placed on underrepresented and low-income students
to decipher any potential causal impact between incentivizing institutions to target underrepresented
and low-income students and their economic outcomes.

= Create a database of the growing importance of job placement in states’ higher education funding
formulas and the causal impact these weights are having on employment outcomes of students.
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BOTTOM LINE

While funding for credential production to higher
education institutions has spiked over the years in
Colorado, data indicates credential generation has
decreased marginally, suggesting no correlation
between credential funding and credential generation.

Perhaps more importantly, the current funding formula
does not adequately consider credentials of value in
connection to the state’s labor market and student ROI.

By channeling more efforts and funding toward credentials
of value production, institutions would have a more
significant incentive to ramp up the types of attainment
awards offered. CSl findings also suggest this investment
would have a rippling effect on graduates’ workforce
readiness, economic mobility, and quality of life.

VINWYO4 DNIANN4 NOILYDNA3 ¥YIHDIH S,0Av4010D // seoe AInl

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTECO.ORG

55


https://CommonSenseInstituteco.org

APPENDIX A

Top Return on Investment (ROI) Majors in Colorado - Four-year Degrees
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Transportation

Transportation
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APPENDIX B

The model results are given in the following table. The model specifications structure is:

Structural equation model

Estimation method: ml
Log likelihood =-490.20771

(1) [credential]institutional_effectiveness = 1

Standardized

Structural

credential
Institutional_effectiveness
_cons

se_share

credential

stem_jobs
Institutional_effectiveness
_cons

stem_jobs

west

northeast

south

avg_job_growth
_cons

Measurement

enroliment
Institutional_effectiveness
_cons
underrepresented_all
Institutional_effectiveness
_cons

efficiency
Institutional_effectiveness

_cons

Number of obs = 50

Coefficient

0.603
1.225

0.307
0.342
-0.42
2.607

-0.002
0.2
-0.296
0.09
9.133

0.159

0.253

0.599
0.923

0.753
0.851

std. err.

0.13
0.182

0.184
0.126
0.225
1414

0.19

0.16
0.169
0.153
1.075

0.168

0.143

0.137
0.163

0.124
0.156

4.65
6.74

1.67
2.71
-1.87
1.84

-0.01
1.25
-1.75
0.59
8.49

0.95

1.76

4.36
5.66

6.06
5.47

P>z

0.094
0.007
0.061
0.065

0.992
0.21
0.079
0.555

0.343
0.078
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Structural equation model Number of obs = 50

Estimation method: ml
Log likelihood =-490.20771

(1) [credential]institutional_effectiveness = 1

Standardized
performance
Institutional_effectiveness
_cons
var(e.credential)

var(e.enrollment)
var(e.underrepresented_all)

var(e.efficiency)
var(e.performance)
var(e.se_share)

var(e.stem_jobs)
var(Institutional_effectiveness)

cov(west,Institutional_effectiveness)
cov(northeast,Institutional_effectiveness)
cov(south,Institutional_effectiveness)

cov(avg_job_growth,Institutional_effectiveness)

Coefficient

0.262
0.46
0.637
0.975

0.641

0.433
0.931
0.735
0.828

-0.076
-0.416
0.388
-0.099

std. err.

0.171
0.148
0.156
0.053

0.164

0.187
0.09
0.138
0.093

0.158

0.134
0.14

0.152

1.53
3.12

-0.48
-3.1
2.77

-0.65

P>z

0.126
0.002

0.629
0.002
0.006
0.515
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APPENDIX C

The model results are given in the following table. The model specifications structure is:

Factors Considered in States’ Higher Education Funding Systems

State Funding Factors Used
Alabama Course completions; student retention/progression; degrees and certificates awarded; time-to-degree
(on-time completion)
Alaska Generally relies upon institution requests. No performance-based approach.
. Increase in degrees awarded (weighted for STEM and other high-need fields); increase in completed
Arizona ) . . . . .
student credit hours; increase in externally-generated research and public service funding
Credentials awarded (degrees/certificates); student progression (credit-hour milestones); transfer
Arkansas success; gateway course success; time to degree; credits at completion; 4-yr only: research activity;
efficiency metrics (e.g. spending ratios)
Community college equity & success metrics (e.g. number of degrees/certificates, transfers, completion
California of college English/math, credits attained, enrollment of low-income students). No performance funding in
UC/CSU (enrollment-based funding).
Pell-Eligible Students, Underrepresented Minority Students, Retention Rate, Resident Full-Time Enrollment,
Colorado Graduation Rate @ 100% of Normal Time, Graduation Rate @ 150% of Normal Time, First-Generation

Resident Headcount, Credential Production

Connecticut

N/A/ (no performance formula)

Delaware N/A (no performance formula - funding based on enrollment & base budgets)
Universities: 10-metric model - 4-year grad rate; 2nd-year retention (with GPA>2.0); degrees in areas of
strategic emphasis (STEM); access rate (% Pell students); job placement or continuing ed rate; median
Florida wages of graduates; average cost to student; Pell student grad rate; etc. Colleges: metrics on retention,
graduation and transfer rates, job placement and continuing education outcomes (performance-based
incentives since ~2012).
Georgia N/A (no formal PBF formula - state funding relies on enrollment and targeted initiatives)
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Hawaii

Degree completions (degrees and certificates awarded); transfers from 2-yr to 4-yr; degrees in STEM
fields; other student success outcomes (with goals set by sector)

lllinois

Degree and certificate completion (especially for underrepresented, low-income and adult students);
student transfer and progression metrics; recognition of institutional mission differences. Bachelor's
degrees awarded; Master's degrees awarded; Doctoral and Professional degrees awarded; Undergraduate
degrees per 100 FTE; Research and public service expenditures; Graduation Rates 150% of Time;
Persistence (24 Credit Hours Completed in One Year); Cost per Credit Hour; Cost per Completion

Idaho

Enrollment Workload Adjustment (Enrollment-based), also separate categories of funding include
credit-bearing courses, dual enrollment, and non-credit/headstart to workforce training. Adapating to
more outcomes based.

Indiana

Degree completions (with premium funding for “high-impact” degrees in STEM and other priority fields);
student persistence (credit hour milestones achieved); research expenditures and dual credit/course
completions (as applicable by campus mission); outcomes weighted more for at-risk student success

lowa

Enrollment-based metrics (in-state undergraduates, in-state graduates, targeted groups (low-income,
ethnic minorities, veterans, community college transfers), undergraduate progression. Also, targeted
appropriations

Kansas

Institutions set performance targets on metrics such as graduation rates, first-year retention, degree
completions, student job placement or transfer, research activity, etc. - funding is awarded based on
progress toward these goals (subject to available new funds)

Kentucky

Degree and certificate production; number of students progressing beyond credit-hour thresholds;
number of STEM+Health degrees; degrees earned by low-income and underrepresented minority
students

Louisiana

Student credit hour completion and retention; graduation rates; total degrees awarded; degrees in
high-demand fields; outcomes for focus populations (e.g. adult completers); Number of completers
leading to 4&5 star jobs.

Maine

Although considered, Maine does not use PBF system.

Maryland

N/A (no formal PBF - funding allocated via enrollment formulas and mission-based support)

Massachusetts

Metrics emphasized student success outcomes: graduation and retention rates, degrees awarded
(especially to underserved groups), transfer rates, etc. (accountability components in funding formula)

Michigan

Performance-based funding was repealed in the FY 2023-24 state budget.

Minnesota

A small portion of funding (e.g. 5%) was tied to meeting goals on metrics such as graduation rates,
retention rates, job placement, and number of degrees awarded (for both University of MN and State
Colleges/Univ.)

Mississippi

Performance based allocation makes up 10% of total (at least in theory). Factors include priority fields,
degrees types awarded, at risk students (incl. Pell grantees, but not minorities), retention rates and student
progression, # of degrees awarded per 100 FTE, # of degrees per $100k in revenue.

Missouri

Based on three large categories: student success and progress, efficiency and affordability, and graduate
outcomes. Changes based on institution type.

Montana

Student retention (year-to-year persistence); degree and certificate completions — with performance
targets set separately for 2-year and 4-year units (reflecting mission differences)

Nebraska

N/A (no performance funding system - state funding based on enrollment and baseline budgets)
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Nevada

Nearly 100% of state funding is allocated by outcomes: completed course credits (weighted by course
level and field) are the primary driver (rewarding course completion instead of enrollment), and degree
completions in STEM and health fields carry extra weight

New Hampshire

N/A (no performance-based funding - state appropriations are lump-sum with no outcomes formula)

New Jersey

Total degrees conferred (with premiums for degrees awarded to low-income, underrepresented minority,
and adult students); progression measures (e.g. credits completed); 4- and 6-year graduation rates;

other student success metrics aligned to state attainment goals. The total number of degrees awarded;
the number of degrees awarded to individuals from underrepresented ethnic and racial minority groups;
the number of students at the institution with adjusted gross income between $0 and $65,000; degrees
awarded to students with adjusted gross income between $0 and $65,000; degrees awarded to transfer
students; degrees awarded in the STEM and healthcare fields; and the number of doctoral degrees
awarded.

New Mexico

Completed student credit hours (funding follows course completions instead of enrollments); degrees
and certificates awarded; premium weights for awards in STEM and health fields and for awards to
economically disadvantaged students

New York

New York has not had a sustained PBF formula. (Some short-term initiatives around 2015 rewarded CUNY/
SUNY colleges for improved graduation rates, research, etc., but no ongoing outcomes-based formula)

North Carolina

7 Measures: first-year student success (credit momentum in year 1); GED/pass rates for basic skills
students; completion of college-level English and math; fall-to-fall curriculum retention; curriculum
graduation and transfer rates; licensure and certification exam pass rates; college transfer performance

North Dakota

100% of base funding tied to completed credits: state appropriations are allocated via a credit-hour
completion formula (differentiated by course level and program) - effectively all funding is performance-
based. (Degrees awarded are indirectly incentivized via the credit completion funding.)

Ohio

Nearly all state operating funds are allocated by outcomes: course completions (completed FTEs) and
degree completions are key metrics. Universities: ~50% on degree completions (weighted by program
and at-risk student status) and ~30% on course completions, plus doctoral/research factors; Community
Colleges: success points for milestones (remedial success, 15 and 30 credits, transfers, etc.) and
completions (degrees/certs) with at-risk weighting

Oklahoma

The State Regents developed performance metrics (e.g. graduation rates, degree completions, retention,
and other goals) to guide annual allocations, but funding impact has been minimal due to the lump-sum
appropriation system and frequent funding shortfalls. (Performance formula exists on paper, with plans

to strengthen it). Performance measures used in the new Performance Funding Formula are: 1) Campus
Degree Completion Plan, 2) First Year Retention Rates. 3) Pell Grant Retention, 4) 24 Hour Course Passage,
5) Graduation Rates, 6) Complete College America Degree Target Goals, 7) Number of Certificates/
Degrees Conferred and 8) Maintenance of Program Certification.

Oregon

Universities: Student Success and Completion Model (SSCM) since FY2015 - metrics include degrees
awarded (with extra weight for low-income, minority, and rural students), student credit hours
completed (weighted by level and discipline), and completions in targeted fields. Community Colleges:
starting FY2024-25, 10% of state funding based on student success and equity metrics (e.g. number of
underserved students enrolled, number of students completing 30+ credits, completing gateway English/
math, CTE program completions)

Pennsylvania

PASSHE (state university system) from 2000-2019 allocated a portion of base funding on metrics such as
student retention rates, graduation rates, degrees conferred, and other indicators (e.g. faculty productivity,
private fundraising) aligned to strategic goals. (No current PBF; in 2024 a council recommended a new
outcomes-based model for state-related universities, but not yet implemented.)

Rhode Island

Although considered, Rhode Island does not use PBF.
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South Carolina

Technical Colleges: a performance funding component allocates a portion of funding based on outcomes
such as graduation rates, job placement or continuing education rates, and success of minority students
(per STC accountability measures). Universities: South Carolina’s comprehensive 37-metric PBF system
(covering graduation rates, faculty credentials, institutional efficiency, etc.) was implemented in 1998

and fully repealed by 2003.

South Dakota

The Board of Regents experimented with performance funding (small pools rewarding increases in
graduates, retention improvements, etc.) in the early 2000s. These efforts were short-lived and are not
currently in use (SD's funding now enrollment-based).

Tennessee

All state funding is allocated by outcomes: student progression (credit hour benchmarks at 12/24/36
credits for CC, 30/60/90 for univ.); degrees awarded (with premium weights for adult, low-income, and
veteran students)[Jtransfer student success; research and service mission outcomes (for universities);
workforce training and grad placement (for CC); Six year graduation rate (4-year inst.). Tennessee also
has a Quality Assurance Fund bonus for metrics like program accreditation, student engagement, and
other quality indicators.

Texas

2014-2023: “Student Success Points” system — metrics for each student achieving milestones: completing
a college-level math course, completing 15 credits, earning a certificate or degree, and transferring to a
university (each with a point value, funding per point). 2023 onward: New formula (HB 8) bases ~90%

of community college funding on outcomes: dual enroliment completions (HS students earning >15
college credits), successful transfers to 4-year, and credential attainment (degrees, certificates, workforce
credentials), with extra weights for credentials in high-demand fields and for outcomes of economically
disadvantaged or adult students. (No PBF for Texas public universities at present.)

Utah

Metrics set by the Utah Board of Higher Ed include: responsiveness to workforce needs (credentials

in high-demand fields); the percentage of K-12 graduates attending college; and timely completion of
degrees (6 years measure). (The Utah System of Tech Colleges also uses metrics like certificates awarded,
short-term training completions, job placements, etc. for funding).

Vermont

The state primary funds higher education through a base formulas. New funding may be allocated based
upon performance indicators.

Virginia

For community colleges, 20% of state allocation is based on performance metrics. Metrics include fall-
to-next-year student retention; transfer rate to 4-year institutions; graduation and credential attainment
rate; and awards in STEM-H fields (science, tech, engineering, math, health). (Equity bonuses provided
for outcomes of underrepresented students.) Four year universities use a base adequacy model. The only
performance funding linkage is with interest earnings and bonuses.

Washington

A point-based system rewards colleges for student milestones and completions: basic skills gains, earning
15 and 30 college credits, completion of college-level math, completion of degrees and certificates,

and transfer to four-year institutions. (Funding is set aside to be distributed based on each college’s total
performance points.) Washington does not use performance funding for 4-year universities.

West Virginia

Newly implemented models for WV public colleges: Four-year sector formula emphasizes enrollment and
completion of in-state students, progression (credit completion), degrees awarded (with premiums for
STEM fields and for at-risk student completions), and on-time graduation rates; Two-year sector formula
focuses on student success in workforce programs, associate degree completion, transfers, etc. (Each
model includes equity weights for adults, low-income, and academically underprepared students.)

Wisconsin

Technical Colleges: 30% of state aid (since 2014) is distributed based on outcomes including: job
placement rates of graduates, degrees and certificates awarded (especially in high-demand fields),
retention rates, enrollment of underserved students, dual-enrollment credits, and industry-recognized
certifications. Universities: As of 2018, new state funds are allocated by a performance formula with
metrics such as 6-year graduation rate, 1st-to-2nd year retention, number of degrees awarded (overall
and in STEM fields), and efficiency (e.g. degrees per 100 FTE).

Wyoming

A portion of state funding is performance-based for community colleges, using metrics: course
completion rates; degrees and certificates awarded; and completion of programs in priority fields

(e.g. STEM, health). Outcomes are weighted to incentivize progression of adults and other focus
populations in some years. (Wyoming's model puts emphasis on degree completion while maintaining
a funding floor for enroliment.) The University of Wyoming is funded through a block grant.
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