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QOctober 2, 2020

To: The Honorable Tony Evers, Governor
Jeff Renk, Chief Clerk, Wisconsin State Senate
Patrick E. Fuller, Chief Clerk, Wisconsin State Assembly

Fr Tommy Thompson, Interim President, University of Wisconsin Syste

Re: Outcornes Based Funding, Fiscal Years 2018-19 and 2019-20

In accordance with Wisconsin State Statutes, Chapter 36.112, accompanying this letter is

the UW System Outcomes Based Funding Report.

In October 2018, the OBF formula was used to allocatg$26.25 million for fiscal year 2018-
19 (FY19) as appropriated in the 2017-19 biennlal budget. in October 2019, the OBF
formula was used to aflocate $22.5 million for fiscal year 2019-20 (FY20), the first half of $45
million appropriated if the 2019-21 biennial budget. These allocattons were presented to
the UW Systern Board of Regents in the respective years.

The outcomes-based fuinding formuia consists of 16 measures, faur each within goals for
Access, Success, Workforce, and Efficiericy, Within each goal, institutions weight individual
measures to reflect institutional mission. Performance on the OBF measures is caiculated
by comparing two overlapping three-year periods to ensure that allocation is driven by
sustained improvements over time, rather than one-time swings.

In the FY19 and FY20 allocations, the UW System improved on degree-related OBF
measures, including undergraduate degrees, post-baccalaureate degrees, STEM and
health-related degrees, and degrees per full-time-equivalent enroliment. The UW System
deciined on most of the enrollment-related OBF measures, with the exception of
underrepresented minority undergraduates. UW System performance improved on
remaining OBF measures in the areas-of Workforce and Efficiency.

of UW Board of Regents
UW Chancellors
UW System President’s Cabinet




Report on UW System Outcomes-Based Funding, FY19 and FY20

Background

The 2017-19 State of Wisconsin Budget created Wi. Stats. 36.112, directing the UW System Board of
Regents to establish an outcomes-based funding {OBF) formula for the purpose of allocating

$26.25 million in fiscal year 2018-19 (FY19). In the 2019-21 budget, $45 million was allocated through
OBF for the biennium, $22.5 million in each of the two years, This document describes the performance
on OBF measures and the resulting aliocations for FY19 and FY20.

The measures in the OBF formula were developed for main campus activity and apply to main campus
activity only. Funding from former UW Colleges and UW-Extension was allocated to receiving
institutions through a separate process, as described at the August 2019 UW Board of Regents meeting.
For simplicity, “institution” refers to main campus in this document.

OBF Measures and Methodology

The OBF formula was developed in 2017 by a UW System working group. The working group met with
the offices of Rep. Mark Born, Rep. John Nygren, Sen. Alberta Darling, and Sen. Sheila Harsdorf during
the development of the model. The group also consulted with national experts on outcomes-based
funding from HCM Strategists to develop a model consistent with national best practices. The UW Board
of Regents approved the formula at its December 7, 2017, meeting. It was transmitted to the Joint
Finance Committee (JFC) on February 15, 2018, and subsequently presented in a meeting with JFC in
late March of 2018,

As specified in statute, the outcomes-based funding formula uses 16 measures, four each within goals
for Access, Success, Workforce, and Efficiency:

1. Grow and ensure student access
a. Wisconsin high school graduates enrolled as degree-seeking undergraduates
b. Pell-eligible students enrolled as undergraduates
c. Under-represented students enrolled as undergraduates
d. Transfer students enrolled as undergraduates
2. improve and excel at student progress and completion
a. Undergraduates who achieved 30 credit hours
b. Undergraduates who achieved 90 credit hours
c. Undergraduate degrees awarded
d. Post-baccalaureate degrees awarded
3. Expand contributions to the workforce
a. Graduates in STEM disciplines
b. Graduates in health-related disciplines
c. Pell-eligible graduates
d. Research and public service expenditures
4. Enhance operational efficiency and effectiveness
a. Core expense ratio
b. Average number of credit hours required for an undergraduate degree
c. Average student debt on baccalaureate graduation
d. Degrees awarded per 100 full-time equivalent (FTE) enrollments
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In the OBF formula, each of the four categories is assigned a weight of 25%. Within each category,
institutions weight each of the individual measures to reflect institutional mission. The default weight of
each individual measure is 6.25%, the minimum possible weight is 1%, and the maximum possibie
weight is 22%. Overall performance on the OBF measures is driven by change in the measures as
weighted by institutional mission.

Change is measured in the OBF formula between two overlapping three-year periods: a current period
including the most recent year of available data, and a base period of three prior years. The three-year
periods ensure that allocation is driven by sustained improvements over time, rather than one-time
swings. For example, the FY20 allocation included data from 2016-17, 2017-18, 2018-19 for the current
period and data from 2015-16, 2016-17, and 2017-18 for the base period.

FY19 and FY20 OBF Allocations

The table on the next page shows the amount distributed to each institution using the OBF formula for
FY19 and FY20.

The OBF formula starts with each institution’s beginning appropriation share, which is its proportion of
base GPR/fee funding. The beginning appropriation share is a major factor in the OBF allocation. In FY20,
UW-Madison had the largest beginning appropriation share {41.4%) and had the largest OBF allocation
of any UW institution ($9.4 million). UW-Superior had the smallest beginning appropriation share (1.8%)
and the smallest OBF allocation {$0.4 million).

An institution’s beginning appropriation share is modified by its performance on the outcomes-based
funding measures. In FY20, performance on OBF measures had the largest impact on UW-Madison’s
appropriation share, increasing it from 41.4% to 41.9%. UW-Milwaukee had the next largest effect,
decreasing from 15.5% to 15.2%. UW-Stevens Point decreased from 4.8% to 4.6%. UW-Plattevilles
appropriation share increased from 3.1% to 3.2%. Change at all other institutions was fess than 0.1
percentage points.

Page 2 of 8




gJo ¢ aBey

"UOI1E30||B 490 5TAd @Y1 S2PNUl 0TAL 1o aJeys uoneudosdde Bujuuiag,

"6102/6/0T PaYSIUEISe SEM O7Ad £0) UDIED0||Y "§T0Z/0T/0T PRYS!QRIS3 SEM BTAS 404 UOIIBIO|Y

000°005°2TS  %0°00T %020 %0°00T 000'0S2'9¢S %0001 %050 %0°00T jelol
SSO'E80TS  %BY %LE 0 %8 €CTT9CIS %8V %800 %81 J21BMBUYM-MN
£0T'86ES %81 %9L°0- %81 T6CT'S91S %81 %EY 0- %81 Jousdng-pn
STE7S6S %t %c0 P Yo TESLTTTS BET %EG0 %V mols-pman
¥8S°L20'TS %9 %25 - %gv 986'S0T'TS %9V %L6T- %8 UI0d SUBAIIS-MN
801'849% %0t %L0°0- %0'E 6C5T6LS %0°E %6€°0- %1€ slied PAY-MN
WA A %€ %eY'C %1€ 8YLEY8S %C'E %0¥ € %1€ a|liAse[d-pn
05/'265S %9°¢ %rT'1T %9°¢ LS6'¥89S %3 %850 %9°C apisyied-mn
G8Z'E9TTS  %9'S %L1 %9°S TVE'RIFTS  %9'S %S0T %9°S ysoqyso-mn
E06'0EY'ES % ST UEY T- %S ST 60T0E0PS  %¥'ST %CT 0~ %S 6T aANEMILA-MN
rever’es  we'Tv %ty'T % T eb/'086'0TS %8IV %Iiv'T %S T UOSIPEIN-AMN
Z8Y'6VOTS WLY %CL'T %9t 02€7TE TS %9V %CE D %9 95500 ET-MN
[ST'EVOS  %6C %08'0 %8'C UB'BYLS  %6T %E0'T %8'T Aeg UB34D-MM
T6T'6EZTS  %S'S %¥E O %5'S G69'8EV'TS %SG %190 %SG aJ1e[D Ne3-pAN

uoneo|y aiByS sawoo3ng FEYEDTS uoIEeI0}|Y aieyS SaWoNNg aleys

Suipung uoneudosddy  ula8ueyy uonewndoiddy Suipung uonendosddy  ulaSueyy uoneudoaddy (Ajuo
SaWoMNQ MBN Supuuideg SaWoN0 MaN Suuuidag

0ZAd 40} uone0||Y

6TAd 404 UOLEIO|Y

sndwed urew)
uonnnsu] MmN

SUOIIRI0||Y Sulpun4 paseg awodInQ wWalsAs mn jo Atewwing




Systemwide Results on OBF Measures

Performance on OBF measures in FY19 and FY20 systemwide primarily was driven by increases in
degree-related measures. Post-baccalaureate degrees, STEM degrees, and health degrees all increased
systemwide; degrees per FTE and undergraduate degrees had slight increases as well. Pell graduates,
however, declined.

Enrollment-related OBE measures declined systemwide, with the exception of underrepresented
minority undergraduates. The impact of recent enrollment declines will be moderated by, and extended
through, the three-year periods used by the model.

The remaining OBF measures were research and public service expenditures (increased systemwide),
core expense ratio (decreased), average credit hour requirements {(improved, but largely unchanged),
and student debt {improved).

FY19 Allocation FY2¢ Allecation
Performance on OBF Measures Uw's with . UW'swith
) %.change In L %changein | .
LW System oon o improvement ST mprovement
OBF mieasure R OBF pigasure o G0
: ST {eoutofa3) [ - {# out of 13}

ACCESS

Wisconsin resident new Frashmen E 0.4% 7 _ t -0.5% B

Pell recipients enrollad B ain o B o i

Underrepresented minarities enrolled ; 1.8% 11 ; 15% g

Transfer.students enrolied as undergraduates ‘ <2.1% P ‘ -B.6% 2
SUCCESS: ‘

‘tIndergraduates who have achieved 30 credit hours I ~1.0% 2 l -12% 5

Undergraduates who haveachisyved 90 credit hotirs ‘ “1.3% % ' - -1B% Z

Unilergraduate degrees awarded. % . D.2% & ! 03% &

.Post-bigccalanreate dearees awardad H AN g i 1.72% 1%
WORKFORCE ' |

Graduates in'STEM distiplines § 2.0% B % ERE 11

Graduates in heaith-related disciplines - ﬁ . 5.3% 10 & 3.2% =

pefl recipients graduated. E =i ) B son 2

Research and pubic service expenditures ; 6.6% 4 § 1.9% 7
EFFICIENCY ' ]

1 Core expense ratio b 5 [ 5
Avi: #credit hours requiredfor an undergraduate degres 0.0% 7 © D% g
Awg, Stutent debt on hatcataurssts graduation’ b onsw g . 05% 3
Degrees awarded per LOLETE 1% 10 1 i3% 9

Note: Percent change is calculated from the base period to the current period. The goal is to increase each measure, except for
average credit hours required and average student debt, where reductions are sought. Therefore, average credit hours required
and average student debt have been inverted to translate reductions in these maasures into positive percent change,
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