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subsequent federal spending. The funding formula must be designed in such a way as to drive new state support
to institutions to offset the cost paid by Hoosier students and families.

Should the model be so unobtainable that it fails to drive state support to our public institutions and the monies
largely revert to the State, students would bear a disproportionate share of the financial burden through tuition
and fees. Additionally, the General Assembly would likely challenge the effectiveness of a model which failed to
utilize the majority of state funds appropriated for the purpose of performance.

Public Policy:

Likely the least obvious, but potentially the most important purpose for the funding formula, is the clear
establishment of state priorities through the bully pulpit. Each institution relies upon state support to varying
degrees. Some institutions, such as vy Tech and Vincennes, receive nearly two-thirds of their operating
revenues from state appropriations. Alternatively, the research institutions receive less than a quarter of their
operating revenues from the state. Because of this, the incentive and funding power of the funding formula
varies by campus. However, the receptivity to the Commission’s vision, mission, and strategy for higher
education is largely independent of funding. For example, when the Commission first began discussing the need
for higher education to play a more direct role in addressing Indiana’s "brain drain," many institutions were
hesitant at best. Today, through the power of the bully pulpit and human relationships, each of the state’s seven
public institutions is engaged in strategic efforts to improve graduate retention.

THE FUNDING MODEL
The funding model focuses on incentivizing specific goal
¥ E E E attainment through the biennial allocation of new state

resources which the institutions may earn during the
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entities historically excluded from outcomes-based funding:
Indiana University’s School of Medicine and Dentistry and Purdue University’s College of Veterinary Medicine.

Enrollment:

As previously mentioned, the state has suffered a decline in its college-going rate of 15 points between 2012
and 2022. While certainly exacerbated by the pandemic, this trend had been building for nearly a decade.
Additionally, while this has been a national trend, Indiana’s decline was outpacing much of the nation, according
to Fortune and the Associated Press.

Declines in the college-going rate are not evenly impacting Hoosiers of differing backgrounds. Low-income
Hoosiers have experienced larger declines than their more affluent peers. To counter this, each institution is
incentivized to improve the proportion of their low-income undergraduate students. Incentivizing low-income
youth enrollment acts as a leading indicator to another long-time metric: low-income completion, which has
suffered considerable declines in recent years. Focusing efforts on low-income enrollment helps to address
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overall equity in attainment while also having the most dramatic effect on the overall college-going rate.
Additionally, these measures recognize the additional costs associated with providing resources and
services necessary to support the successful completion of many low-income students.
Metric: Low-Income Youth Enrollment
e Percent of Pell-recipient students out of all students who are under 25 years old, undergraduate,
degree-seeking, Indiana resident students.

Alongside recent declines in the college-going rate of high school seniors, Indiana has also experienced a decline
in the going rate of adults. During the same period where we experienced a 12-percentage point decline in the
going rate of youth, Indiana experienced a 13-percentage point decline in the going rate for adults. These figures
are inseparably linked and highlight the need to focus on both populations to grow the overall attainment of our
population. Adults represent a significant portion of total undergraduate enrollment, totaling over 49,000 in
2023. Adults in Indiana are uniquely at risk of losing their livelihood due to automation contributed, in part, to
our low educational attainment and high density of manufacturing.

Metric: Adult Enrollment
e Count of adults (25 and older), undergraduate, degree-seeking, Indiana resident students.

Completion:

Degree completions have been a cornerstone to Indiana’s funding formula for nearly two decades. Due to the
state’s consistent focus on completion, Indiana now ranks 11th in the nation for extended-time completion of
first-time, full-time students pursuing an associate or bachelor's degrees. A common refrain in higher education
is, “Access without completion is a false promise.” This “false promise” is even more potent when a student
relies upon loans to support their educational pursuit.

Research shows students who maintain a trajectory to complete their credential on time are the most likely to
complete at all. This is partly due to the significant financial burden each additional semester of education places
on a student. Many forms of financial aid, including the state’s generous 21st Century Scholars program and
Frank O’Bannon Grant, provide scholarships for a maximum of four years of education. While Indiana has seen
tremendous success in improving on-time completion over the last decade, significant progress must still be
made. From 2012 to 2024, on-time completion rates improved by 20-percentage points and extended-time
completion improved by over 15-percentage points.

Metric: On-Time Completion
e Percent of students who graduate on-time for an associate or bachelor’s degree at the same institution
and degree level they originally enrolled as a first-time, full-time student.

The Commission has long held a goal of 60 percent of Hoosiers holding a postsecondary credential by 2025. We
are realistic in knowing we will not meet this goal by that set date. The most recent reporting from the Lumina
Foundation shows that while Indiana has made progress, moving from 48 percent in 2019 to 53 percent in 2022,
much of this progress has occurred at the sub-associate level. Our associate and higher attainment ranks 39th in
the nation. As our economy continues to predominately see growth in careers that require education after high
school, overall credential completion must continue to be a focus of the OBPF.
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Metric: Overall Completion
e Count of distinct, Indiana resident student completions by highest degree level within a six-digit
Classification of Instructional Program (CIP) code and fiscal year.

As was previously mentioned with the low-income youth enrollment metric, Indiana lost significant ground in
both the college-going rate of low-income Hoosiers before 2022, and in the overall completion of our most
vulnerable citizens. Following the passage of HEA 1449-2023 (automatic enrollment of 21st Century Scholars)
and SEA 167-2023 (high school FAFSA requirement), the General Assembly strengthened its commitment to
providing access to affordable educational opportunities after high school. The Commission reinforces this
commitment by further incentivizing institutions to support these students from enroliment through
completion.

Metric: Low-Income Completion
e Count of distinct, resident completions receiving Pell at the time of the completion, by highest degree
level within a six-digit CIP code and fiscal year.

The Commission has recognized for more than a decade the importance of incentivizing degree completion in
those most in-demand skills. Formerly named “high-impact,” STEM completions are aimed at filling the need of
our business community while also providing a greater number of Hoosiers with high-demand, high-wage jobs
following their credential completion. This metric aligns with several key recommendations from the Governor’s
Workforce Cabinet and strongly align with the Indiana Economic Development Corporation’s “Indiana for the
Bold” strategy, where higher education plays a pivotal role in attracting future industries such as microchip
manufacturers.

Metric: STEM Completion
e Count of distinct, resident completions by highest degree level within a six-digit CIP code and fiscal year
for Commission-defined STEM programs.

For many Hoosiers, the increased efforts to attract secondary students to postsecondary training and education
has come too late. For these Hoosiers, the challenges to enroll and complete go beyond the commonly cited
financial barriers. Many adults must balance a full-time job, childcare, family life, and other responsibilities.
These added challenges require additional resources from the institutions to tackle. For this reason, institutions
are incentivized to graduate a greater number of adult students. Additionally, Indiana cannot reach its
attainment goals without the upskilling of its current adult population.

Metric: Adult Completion

e Count of distinct, resident completions by highest degree level within a six-digit CIP code and fiscal year
age 25 and older at the time of completion.

9|Page



INDIANA COMMISSION for
HIGHER EDUCATION

Graduate Retention and Research:

Indiana’s previous funding formula for higher education largely omitted consideration for what occurred after a
student left the institution. While this focused the state’s financial resources into bolstering and improving
outcomes for students, it largely provided institutions with little incentive to connect their students with
communities and businesses around the state. These connections profoundly increase the likelihood students
choose to stay in Indiana upon graduation. Graduate retention rewards institutions for improving the proportion
of their recent graduates who stay in Indiana following graduation, through both employment and enrollment.
Unlike other metrics, this metric incorporates non-resident students. This metric aligns well with the Indiana
Economic Development Corporation and Indiana Destination Development Corporation’s focus on talent
recruitment and retention as well as the significant investment made by the General Assembly into both
efforts.

Metric: Graduate Retention
e Percent of both resident and non-resident graduates who enroll in an Indiana institution or work for an
Indiana employer one year following graduation.

Indiana is home to two public world-class R1 research institutions in Indiana University and Purdue University.
The research that takes place in our state drives advancements in many technologies including agriculture,
bioscience, healthcare, technology, and engineering. The United States has fallen behind other nations,
including China, in key areas of research which not only impacts our nation’s economic growth, but can
contribute to a national security risk. Research funding spurs substantial economic development while
providing unique educational opportunities for students to earn real-world lab experience that is directly
applicable to their future careers. The economic impact of research funding can clearly be seen by the growth
in university-aligned research parks and startups. The recent separation of IUPUI into IU Indianapolis and
Purdue in Indianapolis is largely driven by a vision for greater research and economic development occurring in
Indiana’s capital city and surrounding region. The research metric provides state-level recognition of the value
placed on research and its related outcomes.

Metric: Research
e National Science Foundation HERD survey

Metric Weighting:

A formula containing multiple metrics for several institutions necessitates the application of weighting to each
metric. This weighting determines what portion of the total available funding to a given institution can be
earned by reaching the goal in any given metric. The legacy formula was forced to balance weighting not only
between distinct metrics, but also between each SEI. The current OBPF formula does not require this give and
take because institutions are only compared to themselves and not to one another. For this reason, weights for
any given metric vary by institution. The following weighting involved significant feedback from the SEI and
Commission members as it went through multiple revisions following the enacted 2023-2025 weighting.
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IUB PWL BSU ISU usl, Ul Regionals VU
Enrollment 25% 10% 35% 25% 30% 30% 30%
Low-Income Youth 25% 10% 25% 15% 20% 10% 20%
Adult 0% 0% 10% 10% 10% 20% 10%
Completion 45% 60% 50% 60% 55% 55% 55%
On-Time 25% 25% 25% 25% 25% 25% 15%
Overall 5% 5% 5% 10% 10% 5% 10%
Low-Income 10% 10% 10% 15% 10% 15% 10%
STEM 5% 20% 5% 5% 5% 5% 10%
Adult 0% 0% 5% 5% 5% 5% 10%
Graduate Retention 20% 20% 15% 15% 15% 15% 15%
Research 10% 10% 0% 0% 0% 0% 0%

The creation and further delineation in weighting has allowed the Commission to lean into each institution’s
unique attributes, strengths, and growth potential through the lens of mission differentiation and needs of the
state. For example, the role of an R1 research institution is not necessarily well aligned to support adult
students, so neither R1 research institution has an adult-based measurement. However, these SEl are uniquely
responsible for drawing out-of-state talent to our state, which gives them a unique opportunity to connect those
students with opportunities in Indiana during their time on campus.

Goal Setting:

Fundamental to this model is the need to establish future goals which incentivize performance and outcomes.
Establishing future goals allows the Commission to honor considerations recommended by both the 2021
Interim Working Group and HCM Strategists by using more recent data, thus reducing the lag that policy change
has on outcomes. Goals are compared to the base year (AY2022-2023), and funds are awarded as progress is
made toward those goals. Goals are set using three years (AY2020-2021 — 2022-2023) of historic output to
develop a trend using a compound annual growth rate. This trend is then adjusted to reflect statewide macro-
trends, and then applied to the base year. This means that a goal may decline from the base year, but the
adjustment ensures the goal is an improvement over the trend. This ensures the goals are both attainable and
challenging.

New in the 2025-2027 biennia, the Commission has instituted a second tool to ensure goals are sufficiently
challenging to ensure the state advances towards its postsecondary attainment goals. This second tool applies to
the metrics least impacted by historic declines in enrollment: low-income youth enrollment, adult enroliment,
on-time completion, and graduate retention. These four metrics may not have a goal that is below the base
year, even if the before mentioned formula produces a negative result. Rate based metrics such as on-time
completion and graduate retention rely upon how well each SEI does with the students they have, regardless of
the numbers. Additionally, both low-income youth and adult enroliment are leading indicators that institutions
can impact immediately. Alternatively, completion metrics take upwards of six years to recognize, thus
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Enrollment 15%
Low-Income Youth Enrollment 5%

Adult 10%
Completion 85%
Industry Certifications 10%
Awards of Less Than 30 Credit Hours 25%
Awards of at Least 30 but Less Than 60 Credit Hours 25%
Associates 25%

The Commission is committed to further develop metrics that measure the stackability of credentials and the
wage outcomes for specific degree programs, including non-credit bearing industry certifications. House
Enrolled Act 1001-2024 requires the SEl to report considerable cost data to the Commission in addition to the
collection and reporting of wage outcomes by program. These results will be used to inform development of the
2027-2029 metrics to ensure only those programs that lead to positive wage outcomes for Hoosiers, or are likely
to lead to additional attainment, are incentivized through the OBPF formula.

CLOSING

The Commission remains committed to the principals outlined in the 2021 Interim Study Committee’s
recommendations for the funding formula relating to the use of relevant data, commitment to mission
differentiation, and comparing institutions against itself. The Commission commits to continually improving
upon the formula through an intentional, iterative process, to ensure the formula remains both relevant and
purpose-driven while also providing stability for postsecondary institutions. The Commission has put specific
emphasis on tracking leading indicators of these strategic initiatives and others that offer promising signs of
improvement and impact. Enrollment rates have increased two years in a row and Indiana is ranked 11th in the
nation in extended-time completion rates. Indiana is also the only state to include graduate retention in its
funding formula. Finally, the Commission is continuing to push our state’s public institutions to dream bigger,
attempt boldly, and work harder for our state to ensure they fulfill their promise as drivers of economic
prosperity in our great state.
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2025-2027 Outcomes-Based Performance Funding Goals

SEI Metric Base Year Goal Year % Change Weighting
Low-Income Youth Enrollment 36.4% 37.0% 1.7% 25%
Adult Enrollment 786 786 0.0% 10%
w On-Time Completion 46.1% 46.1% 0.0% 25%
& Overall Completion 3,570 3,520 -1.4% 5%
= Low-Income Completion 855 855 0.0% 10%
@ Adult Completion 251 233 -7.2% 5%
STEM Completion 531 504 -5.1% 5%
Graduate Retention 53.0% 53.0% 0.0% 15%
Low-Income Youth Enrollment 42.7% 42.7% 0.0% 15%
o Adult Enrollment 894 894 0.0% 10%
= On-Time Completion 32.7% 34.8% 6.4% 25%
i Overall Completion 1,485 1,401 -5.6% 10%
§ Low-Income Completion 384 354 -7.9% 15%
2 Adult Completion 254 244 -4.1% 5%
"~ STEM Completion 164 155  -5.7% 5%
Graduate Retention 56.1% 56.1% 0.0% 15%
Low-Income Youth Enrollment 24.8% 24.8% 0.0% 25%
S On-Time Completion 67.4% 67.4%  0.0% 25%
2 Overall Completion 5,362 5303 -1.1% 5%
g Low-Income Completion 954 908 -4.8% 10%
§ STEM Completion 1,758 1,752  -0.3% 5%
=) Research (000's) 751,309 767,123 2.1% 10%
Graduate Retention 32.8% 33.3% 1.6% 20%
Low-Income Youth Enrollment 41.5% 41.5% 0.0% 10%
Adult Enroliment 815 815 0.0% 20%
On-Time Completion 31.0% 31.0% 0.0% 25%
:% Overall Completion 461 421 -8.6% 5%
o) Low-Income Completion 168 156 -7.4% 15%
Adult Completion 193 166 -13.8% 5%
STEM Completion 128 106 -17.3% 5%
Graduate Retention 57.5% 57.7% 0.3% 15%
Low-Income Youth Enroliment 38.5% 39.3% 2.2% 20%
@ Adult Enrollment 2,825 2,825 0.0% 10%
S On-Time Completion 36.8% 36.8%  0.0% 25%
P Overall Completion 5,141 5036 -2.1% 10%
% Low-Income Completion 1,229 1,201 -2.2% 10%
= Adult Completion 986 947  -4.0% 5%
- STEM Completion 2,027 2,016 -0.5% 5%

Graduate Retention 68.9% 69.6% 0.9% 15%



2025-2027 Outcomes-Based Performance Funding Goals

SEI Metric Base Year Goal Year % Change Weighting
Low-Income Youth Enrollment 35.4% 35.4% 0.0% 10%
Adult Enrollment 535 535 0.0% 20%
g On-Time Completion 32.2% 32.7% 1.5% 25%
©  Overall Completion 588 572 -2.7% 5%
2 Low-Income Completion 170 160 -5.9% 15%
=2 Adult Completion 125 110 -11.8% 5%
STEM Completion 277 265 -4.2% 5%
Graduate Retention 77.8% 77.8% 0.0% 15%
Low-Income Youth Enroliment 43.1% 43.9% 1.9% 10%
- Adult Enrollment 743 743 0.0% 20%
§ On-Time Completion 20.5% 20.5%  0.0% 25%
£ Overall Completion 612 603 -1.4% 5%
<Z3 Low-Income Completion 195 191 -2.0% 15%
- Adult Completion 182 170 -6.6% 5%
STEM Completion 120 120 0.0% 5%
Graduate Retention 69.0% 70.3% 1.9% 15%
Low-Income Youth Enrollment 42.3% 42.9% 1.3% 10%
- Adult Enrollment 803 803 0.0% 20%
S On-Time Completion 19.3% 19.3% 0.0% 25%
2 Overall Completion 744 700 -5.9% 5%
3 Low-Income Completion 218 201 -7.7% 15%
2 Adult Completion 213 201  -5.6% 5%
- STEM Completion 287 290 1.1% 5%
Graduate Retention 75.8% 76.3% 0.6% 15%
Low-Income Youth Enrollment 34.3% 35.0% 2.1% 10%
Adult Enrollment 513 513 0.0% 20%
§ On-Time Completion 27.9% 27.9% 0.0% 25%
< Overall Completion 634 639 0.7% 5%
§ Low-Income Completion 184 189 2.8% 15%
- Adult Completion 156 155 -0.7% 5%
STEM Completion 265 330 24.7% 5%
Graduate Retention 45.9% 47.1% 2.6% 15%
Low-Income Youth Enrollment 35.8% 36.1% 0.8% 10%
o Adult Enrollment 877 877 0.0% 20%
% On-Time Completion 26.2% 28.8%  10.0% 25%
=  Overall Completion 1,108 1,093 -1.4% 5%

p ’? 7

E Low-Income Completion 330 322 -2.4% 15%
= Adult Completion 225 202 -10.2% 5%
% STEM Completion 283 297  4.9% 5%

Graduate Retention 73.8% 73.9% 0.1% 15%
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2025-2027 Outcomes-Based Performance Funding Goals

Metric

Low-Income Youth Enrollment
Adult Enrollment

On-Time Completion

Overall Completion
Low-Income Completion
Adult Completion

STEM Completion

Graduate Retention

Low-Income Youth Enroliment
On-Time Completion

Overall Completion
Low-Income Completion
STEM Completion

Research (000's)

Graduate Retention

Low-Income Youth Enroliment
Adult Enrollment

On-Time Completion

Overall Completion
Low-Income Completion
Adult Completion

STEM Completion

Graduate Retention

Low-Income Youth Enrollment
Adult Enrollment

On-Time Completion

Overall Completion
Low-Income Completion
Adult Completion

STEM Completion

Graduate Retention

Low-Income Youth Enrollment

Adult Enrollment

Overall Completion - Industry Certifications
Overall Completion - <30 credit Certificates
Overall Completion - >30 credit Certificates
Overall Completion - Associate

Base Year

37.5%
990
25.2%
1,038
303
286
273
46.5%

20.4%
67.0%
5,443
908
2,679
754,627
34.6%

29.9%
584
38.3%
1,537
272
170
138
64.9%

39.8%
882
31.18%
2,384
1,054
386
314
70.3%

38.3%
30,843
9,171
7,576
9,166
7,980

Goal Year

38.2%
990
25.2%
957
273
248
246
46.5%

20.4%
67.5%
5,477
880
2,700
781,768
35.0%

29.9%
584
38.8%
1,463
244
142
119
64.9%

39.8%
882
36.14%
2,462
1,087
380
321
70.7%

38.3%
30,843
9,844
8,077
9,111
7,847

% Change Weighting

1.8%
0.0%
0.0%
-7.8%
-9.9%
-13.2%
-10.0%
0.0%

0.0%
0.9%
0.6%
-3.1%
0.8%
3.6%
1.2%

0.0%
0.0%
1.3%
-4.8%
-10.3%
-16.7%
-13.5%
0.0%

0.0%
0.0%
15.9%
3.3%
3.1%
-1.5%
2.1%
0.6%

0.0%
0.0%
7.3%
6.6%
-0.6%
-1.7%

10%
20%
25%
5%
15%
5%
5%
15%

10%
25%
5%
10%
20%
10%
20%

20%
10%
25%
10%
10%
5%
5%
15%

20%
10%
15%
10%
10%
10%
10%
15%

5%
10%
10%
25%
25%
25%
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