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The purpose of HB 115 is to provide equitable funding for each University of Alaska 
campus. The University of Alaska is important to the people, the economy, and the future 
of our state. The debate over equitably funding each campus needs to be resolved. If it is 
not, the needs of our University of Alaska students will not be met adequately now or in 
the future.
HB 115 begins to address the question of equitable funding for all University campuses. 
This proposed legislation directs the Board of Regents to allocate funds based on 
enrollment at each campus.
HB 115 is one way to balance our limited funds and meet the needs of our growing 
student population. I urge the legislature; university officials, students and others who 
are interested to join in this debate and ultimately to resolve the issue of equitable 
funding for the University.

SPONSOR S TA TE M E N T
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Sectional Analysis HB 115 
Version 1-LS0534/A

“An Act relating to the University of Alaska; and providing for an effective date.” 

Section 1: Findings and intent
Section 2: Amends AS 14.40 by adding a new section. The new section places certain 
requirements for the allocation of appropriations to the University of Alaska.
Section 3: Amends AS 14.40.325 by providing for reallocation of appropriations to the 
University of Alaska by the University administration.
Section 4: Effective date



Category I Category II Category III Category IV

Certificates Certificates Certificates Certificates

Architectural Drafting (AI) Refrigeration and Heating Technology 
(MA)

Civil Engineering Drafting (AI) Automotive Technology (AI)

Dental Assisting (AI) Aviation Maintenance Technology (AI)

Early Childhood Development (AI) Diesel Technology (AI)

Mechanical and Electrical Drafting 
(AI)

Electronics Technology (AI,MA)

Mechanical Technology (KP) Welding Technology (KP)

Office Technology (AI, KO, 
KP.MA)
Paralegal Studies (AI)

Petroleum Technology (KP)
Small Business Management (KP)
Structural Drafting (AI)

Degree Programs Degree Programs Degree Programs
Associate Degrees Associate Degrees Associate Degrees
Accounting (AI, M A ) Medical Laboratory Technology (AI)

Air Traffic Control (AI) Refrigeration and Heating Technology 
(MA)

Architectural and Engineering 
Technology (AI)

Aviation Maintenance Technology (AI)

Automotive Technology (AI) Diesel Technology (AI) i

Business Computer Information 
System (AI)

Electronics Technology (AI, M A )

Computer Electronics (KP) Welding Technology (AI)
Dental Assisting (AI)
Dental Hygiene (AI)

Early Childhood Development (AI)

Fire Service Administration (AI, 
M A )

'oodservice Technology (AI)

forestry Technology (AI)

General Business (KO)

Geomatics (AI)

Degree Programs Degree Programs Degree Programs Degree Program

Associate Degrees Associate Degrees Associate Degrees Associate Degrees
Human Services (AI)
Industrial Process Instrumentation 
(KP)

Medical Assisting (AI)
Nursing (AI)

Office Management and Technology 
(AI, KO, KP, M A )
Paramedic Technology (AI)

Petroleum Engineering Aide (KP)

Petroleum Technology (KP)
Professional Piloting (AI)
Small Business Administration (AI, 
KP. M A )

Baccalaureate Degree Baccalaureate Degree Baccalaureate Degrees Baccalaureate Degrees
Bachelor of Arts Bachelor of Arts Bachelor of Arts Bachelor of Arts

Anthropology (AI) Journalism and Public Communications 
(AI)

Biological Sciences (AI)

Art (AI) Mathematics (AI) Computer Science (AI)
Economics (AI) Theatre (AI)
English (AI)
History (AI) Bachelor of Business Administration Bachelor of Science
Interdisciplinary Studies (AI) Accounting (AI) Biological Sciences (AI)
Justice (AI) Economics (AI) Chemistry (AI)
Music (AI) Finance (AI) Civil Engineering (AI)
Political Science (AI) Management (AI) Computer Science (AI)
Psychology (AI) Management Information Systems (AI) Geomatics (AI)
Sociology (AI) Marketing (AI) Mathematics (AI)

Natural Sciences (AI)
Bachelor of Fine Arts Nursing Science (AI)
Art (AI)

Bachelor of Education Bachelor of Music Bachelor of
Elementary Education (AI) Elementary Education (AI)
Physical Education (AI) Secondary Education (AI)
Secondary Education (AI) Performance (AI)

Bachelor of Science Bachelor of Science
Anthropology (AI) Mathematics
Interdisciplinary Studies (AI)
Psychology (AI)
Sociology (AI)

Technology (AI)

Bachelor of Social W o r k
Social Work (AI)

Category I Category II Category III Category IV
Degree Degree Degree Degree
Certification Certificate B. A. Bachelor of Arts B.B.A. Bachelor of Business 

Administration
B.S. Bachelor of Science

A. A. Associate of Arts B . Ed. Bachelor of Education B.F.A. Postsecondary Education 
Categories.docLast printed 04/15/98 4:03 
PMPage 4 of 4Bachelcr of Fine Arts

E. M. Engineer of Mines

A. A. S. Associate of Applied 
Science

B.M, Bachelor of Music

B.T. Bachelor of Technology
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Table 1.01 Headcount b y  C a m p u s  

Fall 1994-1993

- 1994 1B95

Fall Semester 

1996 1997 1998

%  Change 

1994-1998

Anchorage 13,727 12,998 13,032 12,609 13/559 - 1 %

Kenai 1,158 1,227 1,304 1,205 1,197 3 %

K a c h e m a k  Bay 495 507 426 384 422 -15 %

Kodiak 689 623 759 681 665 1 * 3%

Mat-Su 1,395 1,333 1,256 . .1,285 1,236 • - -11 %

Nflfltary 625 640 531 . 450 34 8 -

P W S C C 1,388 1,477 1.614 1,663 1,926 3 9 %

Fairbanks 6.129 6,819 6,523 5,514 5,110 -17%

College of Rural Alaska 

Bristol B a y 310 • 376 679 640 475 5 3 %

Chukchi 195 161 160 284 169 -13%

Interior/Aleutians 428 519 548 556 689 6 1 %

Kuskokvvim 485 664 500 354 386 r10 %

Northwest 344 387 4 12 377 291 -15%

Rural College 1,051 8 4 3‘ 970 1,015 731 -30%

T an an s Vallay 2,582 2 ^ 7 3 2,459 2,554 2,533 - 2%

Juneau 2,783 2,927 2,456 2,698 2,604 - 6 %

Ketchikan 603 628 588 488 576 - 4 %

Sitka 1,331 1,509 1,453 1,535 1,315 - 1 %

U A  Anchorage 19.174 18.757 18,674 17,937 19,063 - 1 %

U A  Fairbanks 9,416 9.222 9,273 9,011 8,236 - 1 3 %

U A  Southeast .. ’• 4,639 4.982 4.402 4,617 4.337, \ - 7%

U A  System 32,850 32,481 31,917 31,184 31,106 - 5%

Note- Tno mopping of tho Rural Delivery Courses to eomo campuses was rsvtsed which explains the amaS changes to the Fail 95 n u m­
bers. reported headcount b  uodupiicated. Campus headcount total* add up to m o m  than M A U  totals and M A U  headcounts add 
up to m o m  than tho o y s m m  total. Thlo occurs becmjoa tt is c o m m o n  for students to take ooure** «  mtibpU campuses and/or muS- 
pi* MAt.te In the same semester'. There tors, some students would be double counted tt headcounts were s u m m e d  across c a m­
puses and MAU*. Heorfcounttodudw students who audit oredK ©ouroes. Students taking only ootes© sections designated as no­
grad® er* excluded from credit headhunt. That change wa s  Implemented In January 1995 parth* Oat* Adminiatraiton Manage­
ment Team. For the five year period. M B  toy Program. ChukeN and Rural College <9d not have any non-credit heed count.

Sour©* Data supplied by MAU* vf* UA lofomwtion System*; Banner SI Fan Semester Ctoetng fSxtraoto 1997 • 1999, SIS Foil Semes­
ter Ct06iita Extractc 1994-199$. Compiled by Sutov/dc ftudsetand toedtutional Research.2

03/24/99 09:20 TX/RX NO.2287 P.002 §|
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Table 2.05 Student Full-Time Equivalent (FTE) Enrollment by C a m p u s

Fall 1 9 9 4  - 1 9 9 5

. 1994 1995

Fall Semester
1996 1907 1898

%  C h a n g e  

1994-1998

%  C h a n g e  

1697-1998
* **1.

Anchorage
; Kenai

7,737 7,327 7,190 6,932 7.127 ‘ -7.9% 2.7%

485 513 529 475 • 482 -0.6% 1 3 %

Ka c h e m a k  B a y 142 121 110 114 122 r14.0% 6.3% '

Kodiak 177 183 172 153 ' 161 • -9.1% 5.2%■ IWv **-* rs
Mat-Su 
Maitaty . 
P W S C C

670 653 600 580 555 ' -17.1% -4.4%

178 166 161 140. 107 -39.7% • -30.8%

2 2 3 243 266 293, • 209 31.1% 1.9%/ • *.* •

Fairbanks 4,111 3,914 3,739 3,580 3,181 -22.6% -12.5% „
*• *' .
■k

College of Rural Alaska 

Bristol Bay 66 57 90 93 7 3 31.1% -26.7% 1 “• +

Chukchi 45 34 30 62 37 -17.1% . -66.2% A
Interior/Aleutians 64 85 ‘ 98 86 102 58.0% 15.0%

Kuskokwtm 106 160 145 89 109 2.5% •••"17.8%

Northwest 71 63 72 68 6 2 -26.9% - ‘ -30.4% ' ■ w

Rural College 248 190 206 235 176 -28.4% - 3 3 2 % ‘

Tartana Valey 788 695 773 820 835 6.0% 0.7%

Juneau "1,058 1,109 1,018 1,091 1,037 -2.0% . - 5 ^ %

Ketchikan 165 166 171 135 156 -5.7% 13.1%

Sitka ,316 356 357 381 321 2.0% -18J5%

U A  Anchorage 9,017 9,226 9,028 8,687 8,854 -7.0% 1.9%

U A  Fairbanks 5,487 5,198 5,153 5,042 4,565 -16.8% -10.4% , t
U A  Southeast 1,538 1,630 1,546 1,607 1,514 -1.6% -6.1%

U A  System 16.642 16,054* -16,727 15,336 14,933 ! ;-10.3% ' -2.7% . i -

Fall 1993 student F T E  enrollment decreased by 54 and 399 H E  from tall 1997 at Juneau and 
Fairbanks campuses respectively. Anchorage campus student F T E  enrollment Increased by 195. The 
Anchorage and Fairbanks C a m p u s e s  accounted for .80 percent of the., systemwide F T E  enrollment. 

during the fall 1998 semester.'

Between 1993 and 1995, the full-time equivalent fall enrollment declined 0.8 percent nationwide for 
public Institutions ( N C E S  Digest of Education Statistics 1997).

N o to i f ltu ta n t  f f l f a  •x d o d a  msxStmd o n d i  h o u re . O r *  *W d «nt F T E  fa * 3 1 5  « t u d w ile « < S t  h o u r s  fo r  e o u rsa a  hatow  Ih ®  500
tavrt a n d  1 2  s fe x te r t  C r t t f l  h oora  fo r  c o u r s e s  30 0  a/KJ a b ove , t w o  r e p r e se n t s  U w  a v era g o  n rjm b « r o f  e r« < f iis  n » « J e d »  re c« lv »  a  

d e g re e  b i ( o w  y e a r s .

U OF A El003

I D ,  P A C E  5/Q

_______________________A c a d e m i c  In f o r m a t i o n

S o w c *  Data su o o flo d  b y  M M h  via U A  Inform ation S y s t e m *  B e n n e r S I  Fen  S a m w t e r  C lo s in g  E x t ra c t s  1 3 9 7  -  1 9 9 8 .  S I S  Fa«

03/24/99 09:20 TX/RX NO.2287 P.003 ■
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MAC-34-3S 1<3>09 FROM t

U OF AJO. G^O 0,4

U A  IN REVIEW 1999_

Table 3.01 Full-Tim"' Ftegiriary Facutty by Tenure Status and C a m p u s
Fall 1998

Not Not

• , Tenured • Tenured Eligible •Total

Anohorage 208 72, “ 41 ...321

Kenal 17 5 3 ■ . .25 . .

K a c h e m a k  Bay 3 3

Kodiak 6 1 1 " 8

Mat-Su • 6 3 2 11 •

Mflftary 1 1 ‘

P W S C C 5 1 6 ■

Fairbanks 231 7 9 86 376 ;

College of Rural Alaska • V*

Bristol Bay 1 1 :: . 2
Chukchi 2 2  •; ’

Interior/Aleutians 3 2 5

Kuskokwfm 2 9 2 ' 13 V

Northwest 0 3 3 >

• Rural College 1 3 4

Tatiana Valley .11 7 6 • 2 3

Juneau 28 19 7 54 •.

Ketchikan • 1 4 1 6

Sitka 2 4 7 13 •

U A  System 528 210 138 878

Proport on of FtMf-Ttmo nogutar Faculty by Tonwo Statue

NotEUgibJo 
\ 16%

NotTomaed
at*/.

T*nci<td 
60%

Not*: E m p fo y » «  a/# co u n ted  Who had a n  asclpnmontfictlv* o n  O cto b e r 1"ot tho fiivonyssr. F a cu lty  are JdonWed as employaoc w » i «
primajy C E O  occupation  codo of f#cutt/. FJuaatty at® repodad ot Iho c a m p u s lovrJ b a s M  o n  the primary ca m p y *  fctwn vrttcb  thoy 
neoaf^o tha h Jgh**tooa»p« i\s«tf)on .

S o u r t o : D a t a o o p p S e d b y M A U sv t iU A  W o m w lio n  S y s t e m s : B a n n e r H R  FgH F sd o ra l R e p o rtin g  E xtra cts 10 9 7  -  1 3 9 8 ,  H A S  FisB R o -  
■ porting B o r o c t s  1 9 9 4 — 1®9<5. C om pH odbyStatovrrda  B u d fja ta n d  h x i it u f io n e JR e se a r c h .2

03/24/99 09:20 TX/RX NO.2287 P.004 fl



s1 6 6 5  • T o ta l • 9 9 -9 * Full-time
students

Part-time
students Total

2 3  U n iv . o f  A la sk a , S ou th ea s t 819 3 ,5 8 3 4 ,4 0 2
]§ 3  U n iv . o f  A la sk a , A n ch o rag e 6 ,1 1 6 1 2 ,5 5 8 1 8 ,6 7 4
2 2  U n iv . o f  A la sk a , F a irb anks 4 ,1 5 0 5 ,1 2 3 9 ,2 7 3
™  S ta tew id e  1 1 ,1 6 3 *  2 0 ,7 4 5 *  3 1 , 9 1 7 *
* Campus headcount adds up to more than MAU IMam Adminstrative Unit) totals 
because it is common tor students to lake courses at multiple campuses and/or multiple MAU's in the same semester. Therefore students who v/ould be double counted if headcounts were summed across campuses and MAUs.___________________

S t a t e  a p p o r t i o n m e n t  
F i s c a l  y e a r  1 9 9 8 F a l l  1 9 9 6  

E n r o l l m e n t
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Sec 46 General Academic Funding Funding for general academic institutions will consist of four 
formulas and supplemental items

a Instruction and Operations Formula The Instruction and Operations Formula shall provide 
funding for faculty salaries, including nursing, departmental operating expense, library, instructional 
administration, research enhancement, student services, and institutional support. These funds are 
distributed on a weighted semester credit hour basis. The rate per weighted semester credit hour 
for the 1998-99 biennium is $51.12.
Weighting is determined by the following matrix:

j Lower 
1 Division

i Upper 
| Division Masters 1 Doctoral Special 

j Professional
I Liberal Arts 1.00 1.96 3.94 12.04
j Science 1.53 3.00 j 7.17I 19.29 j
I Fine Arts 1.85 3.11 6.51 17.47 ; i- _ 1
| Teacher Ed 1.28 1.36 3.23 9.95: j
| Agriculture 2.05 2.54 6.64 16.37
1 Engineering 3.01 3.46 8.20 21.40
i Home 
| Economics 1.58 2.12 4.34 10.79

t

{j Law 3.22
; Social . 
i Services 1.64 1.84 5.80 11.92

«

! Library 
i Science 1.45 1 52 4.22 12.26

i Vocational 
j Training 1.45 2.59 1

f

i Physical 
i Training 1.36 | 1.36 i

]

| Health 
j Services 2.87 |

1
3.46 | 6.47 j 15.98 j

• iI Pharmacy 4.00 I 4.64 7.55 ;j 19.11 | 13.43
: Business 
j Admin. i.4i [ 1.59 !i 4.59 j 13.91 |

j Optometry 1 5.46 jj 19.12 ) 7.00

TEXAS



Teacher Ed 
: Practice I 2.43 1 r2.43 \

Technology | 99 2 56 6 61
Nursing 491 5 32 1 6 49 16 32

b. Teaching Experience Supplement For the 1998-1999 biennium, an additional weight of 5 
percent is added to lower-division and upper-division semester credit hours taught by tenured and 
tenure-track faculty. Beginning in Fiscal Year 1998, the Coordinating Board shall collect data on 
non-tenured faculty with a terminal degree in the discipline, appropriate professional certification, 
or extensive and recognized accomplishment in the field. Furthermore, it is the intent of the 
Legislature that for the 2000-2001 biennium the weight shall be assigned to undergraduate 
semester credit hours taught by non-tenured faculty with the appropriate credentials or experience, 
and the weight shall increase by 10 percent per biennium, up to 50 percent.

c. Growth Supplement. Universities projected by the Coordinating Board to experience growth in 
headcount enrollment from fall 1996 to fall 1998 will receive a $1,435 supplement for each 
additional student forecasted to enroll during that time period. The supplement is based on the 
amount of general revenue funding per student generated by the instruction and ooerations 
formula.

d. Infrastructure Support. Funding associated with plant-related formulas and utilities shall be 
distributed by the infrastructure support formula, which is driven by the predicted square feet for 
universities' educational and general activities produced by the Space Projection Model developed 
by the Coordinating Board. The portion of the formula related to utilities is adjusted to reflect 
differences in unit costs for purchased utilities, including electricity, natural gas, and water and 
wastewater. The average rate per square foot is $7.51.

e. Supplemental Non-formula Items. Institutions shall receive a direct reimbursement as applicable 
for staff group insurance (other educational and general income portion), workers' compensation 
insurance, unemployment compensation insurance, public education grants. 50 percent of indirect 
research costs recovered on grants, organized activities, system office operations, scholarships, 
tuition revenue bond payments, Skiles Act bond payments, and facility lease charges. Institutions 
may receive an appropriation for special items. Revenue derived from board authorized tuition 
would still be appropriated to the institutions levying the additional charges. Any university losing 
funding attributable to the proposed formula changes shall receive "formila transition funding" for 
implementing the new formula structure for the 1998-1999 biennium.

These formulas and supplemental items shall be reviewed and updated by study committees appointed by 
the Higher Education Coordinating Board and recommended changes forwarded to the Legislature, 
Legislative Budget Board, and Governor's Office of Budget and Planning by June 1, 1998.
Return to the Finance Page
Return to the University Formula Advisory Committee Page

2 o l ' 2 :: ‘>h i



M em o
To: Patricia Swenson
From: Paul Brandt
Subject: Formula Funding 
Date: February 6. 1998

Attached is a copy of the information sent by Keith Hasselquist of the Idaho State Board of 
Education. As I mentioned on the phone, Idaho’s legislature makes a lump sum appropriation to 
the board. Subsequent to the appropriation, the board uses a base plus enrollment model to 
distribute the funds to the state’s universities. The attached information provides both the boards 
objectives and methodology in making the appropriation. I hope this information is helpful for 
your purposes.

I D A H O



SECT1
SUBSE'

OjN: V
iCmON: T

V  FINANCIAL AFFAIRS
Allocation of the Lump Sum Apprt priation Published April 1994

T. ALLOCATION OF THE LUMP SUM APPROPRIATION

1, Objectives

2.

a.

b.

C.

The funding process should offer n 
allocate funds internally to carry ou 
the Board.

aximum institutional flexibility to 
roles and missions established by

d.

e.

The funding process should be a straightforward approach which can 
be used by the Board to express system-wide priorities.
There should be a clear and understandable relationship between 
Institutional needs, the system-wide funding request, the legislative 
appropriations, the allocation of fi nds, and the ultimate use of the 
funds.
The funding process should not pe 
decisions related to the internal 
institutions.
Any incentives that the Board uses 
explicit.

•talize institutions as the result of 
allocation of resources by other

in the funding process should be

ied consistently from year to year 
so that there can be some level of predictability in the allocation as Well 
as increased confidence in the outcome.
The funding process should encou age cooperative programs among 
institutions.
The funding process should be compatible with the Statewide Plan for 
Higher Education.

f. The funding process should be app

Methodology
The allocation shall consist of the total appropriation and actual land grant endow 
be made in the following order

of the lump sum general account 
nent receipts. The allocation shall

Each institution shall be allocated its base allocation of the prior year.
b. An Enrollment Workload Adjustmert 

of each institution. The adjustment

V  - 47

shall be applied to the allocation 
shall be calculated as follows:



SUBSEfmON: T Allocation of the Lump Sum Appnipriation Published April 1W4

(1) A three-year moving averag 
program weights shall be u; 
shall be those which precede 
consist of two (2) years of a

e of credit hours multiplied by the 
ed. The three (3) years to be used 
the year of the allocation and shall 
:tual and one (1) year of estimated

(2)

(3)

(4)

Effective with the FY 1990 all 
externally funded sources ar 
this adjustment. Credit hoi 
6hall not be removed.
The total budget base of the 
0.33 and divided by the t} 
weighted credit hours for 
per credit hour shall be mult 
three-year moving average 
institution to calculate the zi

institutions shall be multiplied by 
ree-year moving average of total 
t prior year. The resultant amount 
plied by the change from the prior 

i>f weighted credit hours for each 
c justment by institution.

Program weights are the w< 
categories of instructional 
factors by category and cou 
follow.
Group I

Physical Education 
Law 
Letters
Library Sciences Mathematics 
Military Science 
Psychology 
Social Sciences
Group II

Area Studies 
Business & Management 
Information Sciences 
Education Communications 
Home Economics 
Public Affairs Interdisciplinary Studies

ightlng factors applied to four <4) 
iisciplines with different weight 
se level. The groups and factors

Kation, credit hours generated from 
d contracts shall be removed from 
rs for in-service teacher education

V  .48
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SUBSEt
N :  V J r l f N A / u e i A L  A i r A L R S

mON: T Allocation of the Lump Sum Appn ipriation Published April 1994

Group U1
Agricultural & Natural Reso 
Architecture & Environment

urces 
il Design

r

Biological Sciences 
Computer Sciences 
Fine & Applied Arts 
Foreign Languages 
Physical Sciences
Group IV
Engineering 
Health Professions
The weighting factors for th t above categories are as follows:

Course Level
Lower Division 
Upper Division 
Graduate 
Law 1

An additional five percent (£
Primary Emphasis areas at e

»

Boise State University 
Business
Social Science (includes Ecor 
Public Affairs Performing Arts (excluding /, 
Interdisciplinary Studies
Idaho State University
Health Professions 
Biological Sciences 
Physical Sciences

Category

I n m IV

1.00 1-30 1.60 3-00
1-50 L9 0 2.50 3.50
3.50 3.50 6.00 6.50
2.60 — — —

%) emphasis factor is given to the 
ch institution. These areas are:

omics)
rt)

V  - 49
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S U B S 1  Cl'ION: T  Allocation of the L a m p  S u m  Appropriation Publiihfd April 1>9<

Uni versit-y of Idaho

Agriculture

Forestry'

Mines

Engineering

Architecture
L a w

Foreign Languages 
Lewis«nark State Colieee
Interdisciplinary Studies

funOperations and maintenance 
utilities) for new, major general ed 
shall be allocated to affect snstitut

ds (custodial, maintenance, and 
ucation capital improvement projectsons.

Decision units above the base sha 11 be consistent with the legislative 
budget request The allocation of ti ese decision units to the institutions
shall be based on the proportionate
budget request for these decision units applied to the increase in
appropriations above the base excl
The Board may also allocate funds ljor special activities or nrojects at the 
discretion of the Board.

share of each institution in the total
jding special allocations.
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LFY96 Cradtl Houra-fl wider* Only, Eadudng.. £iHr*
AdueJ fWfcfcnt Credl Hom e   Reorder* Credt_Ho»jfS

Code  Olidplfno.,..
beveioprnonUl

1 Ay Boa A Prod

— 2* PgrSd----------------

3 Com & Renew NaJ Rea

4 Arrfiil a Rlid Prog

5 Am, Etfi a Cult Sid*4

' I*
9 Oommunlcailoru 

11 Comp A Inform Sd 

11 Comp A Inform Sd 

13 Education

13 Physical Educnllon
(RlnmafRocr Cliwso*)

i4Englneedng

16 Foreign Lang & lit* 

19 Horn* Economic*

22 law & Legal Studies

23 Engl Lang A Ut/UU»
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State F u n d in g  F o r m u l a s  for 

P u b l ic  F o u i  year Institutions

The use of state funding formulas or guidelines for public higher education will reach the 
half-century mark in the 1990s. Despite the long history of use, controversy has surrounded state 
funding formulas for higher education since their inception. Likely, the only point upon which 
expens would agree is that there is no perfect formula. In fact, one observer has noted that 
“formula budgeting, in the abstract, is neither good or bad, but there arc good formulas and bad 
formulas" (Caruthers 1989). Twenty years ago. some experts even were questioning whether 
formula usage was dead (Moss and Gaither 1976). Like Mark Twain, repons of its death were 
a little premature. Funding formula usage for public, four-year institutions may not be dead: 
however, the question remains: have funding formulas for four-year, public colleges and
universities fulfilled their promise of identifying an adequate and predictable resource base and 
distributing those resources equitably?

Originally envisioned as simply a means to distribute public funds in a rational and 
equitable manner, funding formulas have evolved over time into complicated methodologies for 
allocating public funds. Although funding formulas provide some rationale and continuity in 
allocating state funds for higher education, formulas are designed and utilized for many purposes, 
including measurement of productivity. While the genesis of funding formulas may lie in rational 
public policy formulation, the outcome may not. Formulas are products of political processes, 
which implies that formulas result from compromise.

Formulas arc used in almost every state in the allocation of state funds to elementary and 
secondary school districts. The stated public policy goal has been to attain equity in the 
distribution of funds through improvements in funding formulas. Federal and state courts have

1



presented many decisions on the equity and adequacy of elementary and secondary funding 
formulas, and relatively sophisticated analyses of elementary-secondary education funding 
formulas have been completed

In contrast, the goal of equality of educational opportunity through equalized funding nas 
not been accepted in higher education, and treatments of higher education formulas are largely 
descriptive in nature. Issues of student and taxpayer equity arc not addressed often in the 
literature of higher education finance, and certainly are not driving forces in state funding 
formulas despite the federal government's intervention by litigation in several states (McKeown 
1989). All but one of the states against which the Office of Civil Rights has filed suit in higher 
education are (or were) formula states; some have argued that, in these states, funding formulas 
may serve to perpetuate past inequities that existed among previously segregated institutions of 
higher education (McKeown 1986).

The use of funding formulas or guidelines in the resource allocation or budgcung process 
varies from state to state. In some states, the higher education coordinating or governing board 
may use formulas as a means of recommending to the legislature and governor the resources for 
each campus. In other states, the legislative or executive budget offices may use formulas to 
make their recommendations on funding f  lcKeown and Layzell 1994). Some states use 
formulas to determine the allocation of resources to each campus, given available funding. 
Although this latter use has been defined by some to be the only “true" formula funding, for 
purposes of this paper, states will be counted as using formulas if a formula or guideline is used 
at any point in the resource allocation process.

Development of an optimal, or best, formula is complex because there are differences in 
institutional missions and in the capacities of institutions to perform thrir missions. These 
differences do not negate the value of formulas but suggest that formulas can be used to provide



a fiscal base to which (or from which) funding can be added (or subtracted), if justified. 
Formulas typically arc considered to be enrollment driven, since they are based on credit hours, 
students, or faculty members, which makes it relatively easy to evaluate change. If additional 
funds arc justified, then formulas can provide the basis to target supplemental funding. Because 
formulas may be enrollment driven, when enrollments are steady or decline, funding may 
decrease. This aspect of formula use brought formulas under attack in several states when several 
institutions experienced declines in enrollment.

Debates over formulas because of declining enrollments and over the equitable distribution 
of resources to public institutions of higher education caused several states to critically examine 
methods used to recommend or distribute funding to public colleges and universities. When 
enrollments decline or remain constant, methods arc sought that will provide additional resources. 
Development of new programs and services to meet the varied needs of a changing clientele may 
require different configurations of resources in addition to different programs. The student of 
the 21st century likely will have not only different non-instructional needs but also different 
preferences for instructional programs.

The student in the new century may be taught by alternative instructional delivery methods, 
which require a shift in the paradigm on funding. The irend in this direction is developing as 
more and more universities offer courses through telecommunications technology. In December 
1995. the Western Governors' Conference announced a joint “virtual university" whose funding 
(and delivery of courses by telecommunications technology; would be shared by the western 
states (Bass 1995). Since the primary user states for the virtual university are formula states, 
funding for this university will require a shift in formulas, at least, and perhaps lead to the 
development of new methods of funding.

To accomplish the purpose of providing an equitable distribution of available state resources,



a majority of states have used funding formulas in budget development or in resource allocation 
to public higher education institutions. A formula is a mathematical representation of the amount 
of resources or expenditures for an institution as a whole or for a program at the instituuon 
(Boutwell 1973). Programs in this context refer to those categories into which expenditures are 
placed, as defined by the National Association of College and University Business Officers 
(NACUBO): instruction, institutional support, research, operation and maintenance of plant, 
public service, scholarships and fellowships, academic support, auxiliary enterprises, student 
services, and hospitals.

Many states provide funding for higher education based on these functional or budget 
programs, with the exception of auxiliary enterprises, and hospitals. These two areas usually are 
not funded by the state, and are not included in what are called “educational and general 
expenditures” (E&G). E&G expenditures are those that result from expenditures for the three 
basic missions of colleges and universities: instruction, research, and public service. Funding for 
the remaining categories may be based on formulas in the determination of the total resource 
allocation to the institution.

In most states, however, total institutional needs are not determined by a formula 
mechanism. Additions are made to the formula amounts to recognize special needs or special 
missions. Similarly, given political structures and competition for funds from other state 
agencies, the amount determined by a formula calculation may be reduced to conform to total 
funds available.
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FORMULA DEVELOPMENT
Formulas have been considered the offspring of necessity (Gross 1979). The development 

of an objective, systematic method of dealing with the funding of many diverse institutions that 
served differing constituencies prompted many states to investigate and subsequently to begin 
using formulas (Miller 1964). Prior to 1946, institutions of higher education served a limited and 
fairly homogenous clientele. After World War H, enrollments jumped and each state had a 
variety of liberal arts colleges. Iand-grant colleges, teacher training colleges, and technical schools 
to meet the needs of its citizens.

As the scope and mission of the campuses increased and changed (i.e.. teachers colleges 
becoming regional universities), so did the complexity of distributing resources equitably among 
competing campuses. Unfortunately, state resources did not keep pace with expanding 
enrollments and the competition for state funds became greater. Because no two campuses arc 
ever alike, methods were sought to allocate available funds in an objective manner, to provide 
sufficient justification for additional resources to satisfy state legislators, and to facilitate intcr- 
institutionai comparisons.

The desire for equity was a prime factor in the development of funding formulas, but other 
factors served as catalysts: the desire to determine an “adequate” level of funding; institutional 
needs to gain stability and predictability in funding levels; and increased professionalism among 
college and university business officers (Miller 1964). The objective of equity in the distribution 
of state resources is to provide state appropriations to each campus according to its needs. To 
achieve an equitable distribution of funds required a distribution formula that recognized 
differences in size, clients, location, and the mission of the college (Millett 1974).
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The concept of "adequacy" is more difficult to operationalize in the distribution of 
resources. What might be considered adequate for the basic operation of one campus would be 
considered inadequate for a campus offering similar programs but having a different client base 
Indeed, the concept of adequacy has created operational problems in the distribution of funds to 
elementary and secondary education, where the definition of "need" is much more refined.

Texas was the first state to use funding formulas for higher education. By 1950 California, 
Indiana and Oklahoma also used funding formulas or cost analysis procedures in the budgeting 
or resource allocations process (Gross 1979). In 1964 sixteen states — Alabama, California, 
Colorado. Florida. Georgia. Indiana. Kentucky, Mississippi. New Mexico, New York. North 
Carolina, Ohio. Oregon. Tennessee, Washington, and Wisconsin — were identified as using 
formulas at some point in the allocation process (Miller 1964). By 1973 the number had 
increased to 25 states (Gross 1973), and increased to 33 by 1992 (McKeown and Layzell 1994).

Formulas evolved over a long period of time and contributed to a series of compromises 
between institutions, state coordinating agencies, and state budget officials. For example, 
institutions sought autonomy, while state coordinating or governing boards and budget officials 
sought adequate information to enable control over resources. Formula development involves 
tradeoffs and compromises between accountability and autonomy.

The trend in formula development in many states involves refinement oi procedures, greater 
detail and reliability in the collection and analysis of information, and improvement in the 
differentiation between programs and activities. Some states appear to have used different 
methods to develop formulas. For example. Alabama adapted the formulas used by Texas to the 
particular circumstances of Alabama, and continues to modify the formulas to reflect 
circumstances specific to Alabama, and to incorporate judicial interventions. Adaptation rather 
than development of a new formula appears to be the preferred method because of the time and



cost required to do a good cost study. Accounting procedures are not refined enough in some 
states to permit the calculation of costs differentiated by academic discipline and level of student, 
and to separate professorial time into the multiple work products generated by carrying out the 
university's three main missions: teaching, research, and service. States continue to adapt 
formulas from other states because methods that work in one state may work equally well in 
another at considerable savings of time and resources.

Many formulas have been based on simple least-squares regression analysis or the 
determination of an "average cost" for providing a particular type of service. Others have been 
based on staffing ratios and external determinations of “standard costs." The key to the process 
seems to be the isolation or identification of variables or factors that are directly related to actual 
program costs (Anderes 1985b). Isolation of variables that are detailed, reliable, not susceptible 
to manipulation by a campus, and sufficiently differentiated to recognize differences in role and 
missions requires collection of myriad amounts of data. Data must be collected and analyzed in 
an unbiased manner that does not raise questions of preferential treatment for one campus or 
sector. For this reason, statewide boards or other state agencies have been given responsibility 
for formula development.

For a formula to be effective, several criteria should be met (Miller 1964):
1. Formula development should be flexible.
2. Formulas should be used for budget development, not budget control.
3. Formulas should be related to quantifiable factors.
4. Data should be consistent among institutions.
5. Normative data should reflect local and national trends.
6. The formula should be useful to institutions, boards, other state agencies, and the legislature.
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States use funding formulas for a variety of reasons, including these advantages among the 
reasons for use:
1. Formulas provide an objective method to determine institutional needs equitably.
2. Formulas reduce political competition and lobbying by the institutions.
3. Formulas provide state officials with a reasonably simple and understandable basis for

measuring expenditures and revenue needs of campuses, and determining the adequacy of 
support.

4. Formulas enable institutions to project needs on a melv basis.
5. Formulas represent a reasonable compromise between public accountability and institutional 

autonomy (Milieu 1974).
6. Formulas case comparisons between institutions.
7. Formulas permit policymakers to focus on basic policy questions.
8. Formulas promote efficiency in institutional operation.

State funding formulas also can provide for equity among institutions depending on how the 
formulas are constructed. Two types of equity achieved through formula use are horizontal 
equity and vertical equity. Horizontal equity is defined as the equal treatment of equals while 
vertical equity is defined as the unequal treatment of unequals. An example of an horizontal 
equity element is a formula that provides a fixed dollar amount for one credit hour of lower 
division English instruction, no matter where the class is taught. Texas and Alabama use this 
type of element in their instruction funding formulas. An example of a vertical equity element 
in a formula would be the allowance of S2.80 per gross square foot (GSF) of space for 
maintenance of a frame building, but $3.20 per GSF for maintenance o;‘ a brick building.

F o rm u la  Advan tages and D isadvantages
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On the other hand, formulas do have shortcomings, and there have been many heared 
debates over whether the advantages of formulas outweigh the down side of use. Some 
disadvantages of funding formulas are the following:
1. Formulas may be used to reduce all academic programs to a common level of mediocrity 

by funding each one the same, since quantitative measures can not assess the quality of a 
program.

2. Formulas may reduce incentives for institutions to seek outside funding.
3. Formulas may perpetuate inequities in funding that existed before the advent of the formula 

since formulas may rely on historical cost data (Milled 1974).
4. Enrollment driven formulas may be inadequate to meet the needs of changing client bases 

or new program initiatives (HaJstead 1974).
5. Formulas cannot serve as substitutes for public policy decisions (Miller 1964).
6. Formulas are only as accurate as the data on which the formula is based.
7. Formulas may not provide adequate differentiation among institutions.
8. Formulas are linear in nature and may not account for sudden shifts in enrollments and costs 

(Boutwell 1973).

Formula Approaches
Formulas reflect one of two computational approaches: the all-inclusive approach, where the 

total entitlement or allocation for the program area is determined by one calculation: and the 
itemized approach, where more than one calculation or formula is used in each budget area. 
Most states use the latter.
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Three computational methods have been identified under which every formula calculation 
can be classified: (1) rate per base factor unit (RPBF); (2) percentage of base factor (PBF); and
(3) base factor-position ratio with salary rates (BF - PR/SR) (Moss and Gaither 1976). The rate 
per base factor method starts with an estimate of a given base, such as credit hours or full-time 
equivalent students (FTES). and then multiplies that base by a specific urn. rate. Unit rates 
generally have been determined previously by cost studies, and can be differentiated by 
discipline, level, and type of institution.

PBF assumes that there is a specific relationship between a certain base factor like faculty 
salaries and other areas like departmental support services. The PBF method can be differ­
entiated by applying a varying percent to levels of instruction or type of institution (Miller 1964), 
but this is unusual. Reportedly, PBF was developed because of the perception that all support 
services are related to instruction, the primary mission of a college or university (Boling 1961).

BF-PR/SR is based on a predetermined optimum ratio between a base factor and the number 
of personnel; for example, ratios such as student/faculty and credit hours per faculty member are 
used. The resulting number of faculty positions determined at each salary level then is multiplied 
by the salary rate for that level, and the amounts totaled to give a total budget requirement. BF- 
PR/SR also is used commonly in plant maintenance, and is the most complex of the 
computational methods.

Base Factors
Base factors used in most formulas can be classified into five categories: (I) head count;

(2) number of positions; (3) square footag«: or acreage; (4) FTES; and (5) credit hours. Square 
footage or acreage is used most often in operation and maintenance of plant, while credit hours.

Computational Methods
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FTES. or positions axe the most prevalent bases in the instruction, academic support, and 
institutional support areas. Head count is used as the base unit in student services and 
scholarships and fellowships.

Differentiation
Formulas may differentiate among academic disciplines (such as education, sciences, and 

architecture), levels of enrollment (freshman and sophomore (called lower division}, junior and 
senior (called upper division), masters, and doctoral), and types of institutions (community 
colleges, baccalaureate institutions, and research universities). Recently, some states like 
Kentucky and Alabama have introduced differentiation for historically black institutions as an 
institutional type.

States found it necessary to introduce factors that differentiate among institutions in funding 
formulas because each institution, if examined closely enough, is different and has a different 
mission and mix of program offerings. Differentiation is used to recognize that there are 
legitimate reasons for costs to vary, including economies and diseconomies of scale, method of 
instruction, and class size. Differentiation became more prevalent and more complex as 
accounting and costing methods improved and reliable cost data became available. 
Differentiation is especially commonplace in formulas used to calculate funding requirements for 
the instruction program area. All of the starts using formulas for instruction differentiate by 
discipline, institutional type, or level of enrollment. Only a few formulas in other budget areas 
differentiate by these three lypes of factor.



FORMULA USE BY THE STATES
In 1996. 30 states report1 that they are using funding formulas in the budget or resource 

allocation process for four-year public institutions. Twenty states indicate that they are in the 
process of revising current formulas or adopting new formulas. The number of states employing 
formulas changes from year to year, since states continually adopt, modify, and drop formulas 
and since what one person may consider a formula may be called by another name by another 
person (Mcisinger 1976). For example, Louisiana typically is identified as a formula state 
although the person responding to the survey used to collect data for this chapter indicated 
Louisiana was not using formulas in 1996. States identified as using funding formulas, peers, 
or quality/outcome measures for four-year public higher education institutions in 1996 are listed 
in Table 1 and shown in Figure 1.

Although all the southern states except North Carolina have used funding formulas over the 
past twenty years, and have been leaders in formula development and innovation, that picture 
has changed somewhat since 1992. Virginia and Arkansas completely dropped the use of 
formulas in the resource allocation or budgeting process, and most of the other southern states 
have modified their formulas since 1992. Of the 13 western states, all except Washington. 
Hawaii. Wyoming and Alaska used formulas, while eight of the thirteen midwestern states and 
two of the ten northeastern states used formulas. California has a formula, but has suspended 
distribution of resources during the current budgetary crisis.

I ; -JJ O-.)/<< '■ J K
{C5. -J r- . ,

-"T \ , ‘ *

D ata  were obtained from  a survey o f  each state's SHEEO  agency.
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Figure 1

States Using Funding Formulas in 1996

Shaded slates use formulas.



Table 1
Comparison of Funding Formula Usage 
A m o n g  the States. 1984, 1992. and 1996

State
Using Funding Formulas Using Peers Using Quality Outcome Fictors
1984 1992 1996 198.4 1992 1996 1984 1992 1996

Alabama X X X X XAlaska XArizona X X X X X XArkansas X X X X XCalifornia X X X X X
Coloraoo X X XConnecticut X X X X X XDatawareFlorida X X X X X X XGeorgia X X X X X
Hawaii X XIdaho X X X XIllinois X X X X X X XIndiana X XIowa X X
Kansas X X X X XKentucky X X X X X X X XLouisiana X X X X X XMaine X X
Maryland X X X X
Massachusetts X XMichigan XMinnesota X X X X X
Missisatopi X X X X X X XMissouri X X X X X X X
Montana X X X X XNebraska X XNevaoa X X X X XNew HampshireNew jersey X X X
New Merico X X X XNew York XNorth Carolina X X XNorm Dakota X X X X X XOhio X X X X X x
Oklahoma X X X X XOregon X X X X XPennsylvania X XRhode Island X X X
South Carolina X X X X X
South Dakota X X XTennessee X X X X X X X XTexas X X X X XUtah X X X X

vVermont X A

Virginia X X X X X x XWashington X X X X XWeet Virginia X X X X XWIsconsm X X XWyoming X X

N 36 32 30 3 23 33 ’5 10 14



Among the states there is some variety in the type and number of formulas and in the 
functional or budget areas for which formulas arc used. The number of formulas used by the 
states in each of eight NACUBO functional areas is displayed in Table 2. Of the 30 states 
identified as using formulas, only Kentucky, Maryland, and Mississippi have at least one formula 
in each functional area, but twelve states had at least six formulas and Kansas, Idaho, and 
Arizona have only one basic formula.

Of the states using formulas, twenty-two have only one formula for instruction, while 
Oregon has four, one of each of the cost areas related to instruction. The majority of states 
applied formulas to all institutions but differentiate among types. Texas uses 13 formulas to 
compute budget requirements for E&G expenditures and South Carolina uses twelve. In thirteen 
of the states, more than one computational formula is used to determine academic support needs. 
Since most states have a separate formula for determining library needs, the academic support 
area (which includes libraries, academic computing support, and academic administration) usually 
will have expenditure needs computed by more than one formula. Academic support is an area 
for which the itemized approach generally is used.

These data reflect a watershed change in the use of funding formulas that will be discussed 
in more detail later. Briefly, it appears that states are beginning to eliminate the use of formulas 
and substitute productivity or accountability methods to determine resource allocations. Other 
states that previously had used formulas now use incremental budgeting with base budgets that 
were computed by formula in prior years: this method implies a formula base. These arc major 
shifts apparently away from equity and adequacy goals toward goals of accountability and 
efficiency.
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Table 2

N U M B E R  O F  F O R M U L A S  U S E D  B Y  T H E  

S T A T E S  I N  1 9 9 6  B Y  F U N C T I O N A L  A R E A

Ststs Instruction Passarch PublicSerines AcademicSupport StudentServices Iniutum'lSupport Scholar & FeHowshp PlemOperations
AlabamaArttona California Colorado * Connecticut

t••
1

I t

«
299
3

1 1
••

1•■
5

FionasGeorgiaIdanoIllinoisKansas

2t
•

f

«

#

3

1
t• 1•

«

3

1

KentuckyLouisianaMarylandMmnasoiaMississippi

1
t
V

2

1
1
1

1
1
t

S
2

2

1•
t

1

t
1
t

I
I
t

1•
3•
1

MluoutiMorrtnnnNevada
NewMexicoNorthDakota

1
2
2

1
1

• 2

2t
2

•

1
i
1

1
tt

1

1
2

1
2

1
OhioOklahomaOregonPennsytv.SouthCarolina

••4
1

1•
1 1

•
6

2

1

1

3

1

5

1
S

SoulhDakotaTennessee
TexasUtahWest
Virginia

1

2 1

t

t
9

2
2

1
2

9

1
1
e

•

1
s

* or"  Indxart

* Colorado di These tormi
9 s more then one (unet-onai area combined m one formula.[tributes by formu'a funding lor orodudivny. enrollment increases, ind adult literacy.

16



This category includes all expenditures for credit and non-credit courses: for academic, 
vocational, technical, and remedial instruction; and for regular, special, and extension sessions. 
Excluded are expenditures for academic administration when the primary assignment is 
administration (such as deans) (NACUBO 1988). Instruction is the most complex, and most 
expensive, component of an institution's expenditures. Because of its importance, identification 
of appropriate cost factors is critical to the validity of the formula development process. 
Summary information on the instruction formulas used by the states is displayed in Table 3.

In s tru c tio n  Fo rm u las

Table 3 
Instruction Funding Formulas

Calculation Mefhoo Approach Base Differentiation Costs

BF Alt item* Craflit Head FTES/ Disci' Type of Van*
Stale RPBF PBF PP/SR inclusive ized Hours Count FTEF plina Level Inn. Fixed aota

Alabama X X X X X X

Arizona* X X X X X X

California* X X X X X X X X X

Connecticut X X X X X X X X

Flortda X X X X X X X X X

Goorqia X X X X X X X

fdano* X X X X X X X

Illinois* X X X X X X X

Kansas* X X X X X X X

KeniucKv X X X x x x X

Louisiana’ X X X X X X X

Marylard X X X x x x X

Minnosoie* X X X x x x X

Mississippi X X X X x x x X

Missouri X X X X X X

Montana X x X X X X X X

Nevada X X X X X X

New Meiico X X X X x x x X

Norm Dakota X X X X x x x X

Ohio' X X X X x x x X X

Oklahoma' X X X X x x x X

Oreoon X X X X x x x X

Pennsylvania’ X X X X X X x

Soutn Carolina X X X X X X X X

SoiJir Dakota* X X X X X X X

Tennessee X X X X x x x X

Tmoj X X X x x x X X

Utan* X X X x x x X

Was! Virp'nia’ X X X X X

■indicates mere man one functional area mciudsd in inis formula



Since the instruction program is the major component of expenditures at institutions of 
higher education, formulas for this activity arc quite complex. Each state using formulas 
explicitly or implicitly utilizes at least one formula for instruction. Each state provides 
differential funding for activities within the instruction program to recognize differences in costs 
by level of instruction and among academic disciplines. Over time, formulas for instruction have 
become more complex in part because improvements in cost accounting procedures have resulted 
in more accurate data.

States use both the all-inclusive approach and the itemized approach in the instruction area, 
but the majority use the itemized. In the formula(s) for instruction, most states recognize 
differences in institutional roles and missions, in the mix of classes by level and by academic 
discipline, and in teaching method; that is. all the states using instruction formulas differentiate. 
Explicitly, the states have attempted to distribute in an equitable manner state funds for the 
instructional operations of public institutions within the state by recognizing the equality of class 
credit hours by discipline and level and the differences in institutional roles and missions.

Since the formula allocations provide varying amounts based on enrollments by level and 
discipline, each institution in the state may receive differing amounts for instruction and different 
amounts per student from the formulas. Moreover, the recognition of the differences promotes 
achievement of vertical equity (i.e.. the unequal treatment of unequals).

An example of a simplified formula for instruction follows. Student/facultv ratios by level 
by discipline vary in the formula.

Instruction funding = the sum of (the number of faculty positions per discipline 
times the average faculty salary for that discipline), where the number of faculty 
positions is determined by student/faculty ratios and the number of FTE students 
is determined by credit hours by level.
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This category includes expenditures for activities designed to produce research outcomes 
(NACUBO 1988). Explicitly, or implicitly by inclusion with at least one other functional area.

Research Formulas

17 states have a formula that provides funds for the research budget area (Table 4).

Table 4 j 
Research Formulas

Calculation Method Approach Bese Differentiation Com*

BF All Hem- Credit Spons FTES/ Dftci- Typ« ot van-
Stole RPBF PBF FFVSR Inclusive ized Hours Pesaar FTEF piina Level Inst. Freed atka

Alahama X X X X X X
California' X X X X X X X X
Florida' X X X x x x X
Georgia X X X X X X X
Kansas' X X X X X X X

Kentucky X X X X X
Louisiana X X X x x x X
Maryland X X X x x x X
Mississippi X X X X X

Montana' X X X X X X X X

Oklahoma' X X x x x x x X
Oreo on X X X X X

Pennsylvania* X X X X X X X

South Carolina X X X X

South Dakota1 X X X X X X X

Texas X X X X

West Virginia X X X X

■indicates more man co ‘ur-ctional are3 'nduded in this formula

Florida's formula is compiex and involves computations related to the magnitude of research 
activities engaged in at each institution. The number of research positions is calculated based 
on a ratio by specific department and is then multiplied by a specified salary rate. Kentucky uses 
a formula that calculates a level of support that recognizes differing roles and missions in 
research among institutions. A sample research formula is shown as follows:

Tj , -Research amount = 5% of outside funding for research /
South Carolina allocates 25 percent of the prior year sponsored and non-general fund
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research expenditures. Texas provides an amount equal to the number of full-time equivalent 
faculty times a dollar amount. Alabama's budget formula for research provides two percent of 
instruction and academic support allocations, plus five percent of sponsored research dollars 
expended in the last year for which data were available.

Most of these formulas incorporate horizontal and/or vertical equity features. Features that 
provide a set amount per position (Texas) or matching funds for each dollar of sponsored 
research (Alabama and South Carolina) provide horizontal equity, or the equal treatment of 
equals. Formulas that provide research support based on institutional type like Kentucky's or 
Oklahoma's meet the goal of providing vertical equity.

Public Service Formulas
This category includes funds expended for activities that primarily provide noninstructional 

services to individuals and groups external to the institution (NACUBO 1988). Alabama, 
Kentucky, Maryland, Mississippi. Tennessee, and South Carolina are the only states that use an 
explicit formula approach for the funding of public service activities (Table 5). In Florida public 
service positions are generated based on ratios specific to disciplines, and then multiplied by a 
salary amount per position. South Carolina provides 25 percent of prior year sponsored and non­
general fund public service expenditures, while Alabama's funding formula is two percent of the 
combined allocations for instruction and academic support. A sample of a public service formula 
is shown below.

Public service allocation = .02 (instruction + academic support)

2 0



Table 5 j 
Public Service Formulas i|

Calculation Methcd approach Bass Differentiation Costs

BF nn iiam- Credit Fipend FTES/ Olsci- Type ol Vart-
Sln'o RPBF PBF PR/SR InehjJivK IZOd Hours M ssion FTEF plina Lovel Inst. Pi»efl a bit

Alabama X X X X X X
California' X X X x x x X X
Florida* X X X x x x X
Kansas* X X X X X X X

Kentucky X X X x x x X X
Maryland X X X x x x XMISSISSIPPI X X X X X
Montana* X X X X X X X X

Oklahoma* X X X X X X X *Pennsylvania* X X X X X X
South Carolina X X X X
Tennessee X X X X

XXX

X X

'indicates more than one functional araa included in tnit formula

Academic Support Formulas
Tabic 6 displays summary information on the academic support formulas used by the states. 

The category academic support includes funds expended to provide support services for the 
institution's primary missions of instruction, research, and public service. The area includes 
expenditures for libraries, museums, and galleries; demonstration schools; media and technology, 
including computing support: academic administration including deans: and separately budgeted 
course and curriculum development (NACUBO 1988). However, costs associated with the office 
of the chief academic officer of the campus are included in the institutional support category.

To fund the library component of the academic support category, Alabama. Connecticut, 
Florida. Georgia. Kentucky, Maryland. Mississippi. Missouri, Nevada. Oregon. South Carolina. 
Tennessee, and Texas have at least one formula Texas allocates an amount per credit hour 
differentiated by level of instruction.



Tab
Academic Sup

le 6
port Formulas

Calculation Method Aporoach Bata OiMananSation Costs

BF All item- Credit Haao FTES/ Disci- Type ot Vari
Stale RPB= PBF PR/SR inclusive ued Houis Couni FTep plin* lev*! ln*t. Fixed able

Alabama X X X X X X X
Arizona' X X X X X X
California' X X X x x x X X

Connecticut X X X X b X b X X X

Florida X X X X X X x x x X

Georgia1 X X r X X *
Kansas* X X X X X X X

Kentucky X X X X X X X X x
Louisiana1 X X X x x x X
Maryland X X X X X

Minnesota’ X X X x x x X

Misaiasippi X X X X x x x X

Missouri X X X X X X

Montana' X X X

Novado X X X X x X X X

New Mesico X X X X t X X

North Dakota X X X X X

Ohio X X X X X X X X X

Oklahoma' X X X X x x x X

Oregon X X X X b X x c x X X

Pennsylvania1 X X X X X X

Somh Carolina X X X X X X

South Dakota* X X X X X X X

Tennesseo X X X X X X

Texas X X X X X X

Utah- X X X X x x x X

West Virginia* X X X X X

* indicates mors man one functional ama included in inis formula

b indicates the state uses the Association ol College Research libranas lormuia

Standards on the size of library* collections, number of support personnel, and other factors 
have been developed by the American Library Association (ALA) and the Association of College 
Research Libraries (ACRL). Formulas to apply these standards, like the Voight formula and the 
Clapp-Jordan formula, have been developed so that institutions may determine if their library* 
holdings meet the minimum requirements established by professional librarians. Only three states 
use a library formula that would permit meeting the ACRL criteria; however, no formula or 
standard currently in use accounts for the changes in resource requirements necessitated by



increasing  use o f technology. In fact, the ALA and A CRL standards on size o f  collection do not 

co n sid e r the use o f  the "virtual library” found on the Internet where the text o f  som e ‘‘books" 

m ay be accessed on the com puter networks. These technological changes in m edia availability 

ce rta in ly  w ill have profound impacts on funding o f libraries, but such changes have not yet been 

re flec ted  in funding formulas. An exam ple o f an academ ic support form ula is show n below .

Academ ic support funding = .05 (instruction funding)

F lo rida , K entucky, M issouri. South Carolina, and Texas each have at least one form ula for o ther 

com ponen ts o f the academ ic support category. South Carolina calculates an am ount based on 

a  percen tage o f  instructional costs. Since the instructional cost allocation includes vertical equity  

com ponen ts , academ ic support calculations based on instruction im plicitly also include vertical 

equ ity  com ponents to provide an unequal am ount for unequals.

Student Services Formulas
T h is expenditure category includes funds expended to contribute to a student's em otional 

and physical w ell-being and intellectual, social and cultural developm ent ou iside  o f the formal 

instruction  process. This category includes expenditures for student activities, student 

o rgan izations, counseling, the registrar's and adm issions offices, and student financial aid 

adm in istration  (N A CU BO  1988). (See Table 7.)



Table 7 1

Student Services Formulas
Calculation Method Approach Ban Differentiation Costs

BP All Item- Credit Head FTES/ Disci* Type of Van-
Stale RPOF PBC PR/SR Inclusive uad Hours Count FTEF pl>ne Level Inst F'ied able

A'atiama X X X X X
Aniona' X X X X X X
Fionoa X X x x x x X
Georgia* X X X X X X
Kansas' X X X X X X X

Kentucky X X X X X X
louhtUna- X X X x x x X
Maryland X X X
Minnesota' X X X x x x X
Mississippi X X x x X X

Missouri X X X X X X
Montana' X X X X X X X X
Nevada X X X X X X X
New Me«ico X X X x. x
North Dakota' X X X X X X

Ohio' X X X X x x X X
Oklahoma' X X X X x x x X
Oregon X X X X X
Pennsylvania" X X X X x x
Souih Carolina X X X X X X

South Dakota' X X X X X X X
Tennessee X X x x x X X X
Texas X X X X X
Utah’ X X X x x x X
West Virginia' X X X X X

* indicaias more than on a tunehonat area included in this formula

The student services formulas used by A labam a. Kentucky. South Carolina, and Texas

provide a d ifferen t am ount per head count or FTES. A s the size of the institution increases, the

rate per student decreases to recognize econom ies o f  scale. The formula implicitly docs this by

adding  an am ount per w eighted credit hour to a base. Such a calculation inherently recognizes

econom ies o f scale . Each of these formulas attem pts to  provide vertical equity in the distribution

o f resources by  allocating unequal am ounts to institutions of unequal size. A sam ple student

services form ula follow s.

S tudent serv ices funding =  S395 per student for the first 4,000 headcount + $295 per 

student fo r the next 4,000 headcount + $265 per student for all students over 8,000 

headcount.
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This category includes expenditures for the central executive level management of a cam pus, 

fiscal operations, adm inistrative data processing, em ployee personnel services, and support 

services (NACLTBO 1988). Table 8 displays inform ation on the institutional support form ulas 

used by the states. Alabama. M ississippi. South Carolina, and Tennessee multiply a specified 

percentage by all other E<fcG expenditures to calculate institutional support needs. Kentucky 

includes som e differentiation and a base am ount to recognize econom ies o f scale and com plexity 

o f  operation. Texas multiplies a specified rate by a m easure o f  enrollment to  determ ine 

institu tional support am ounts. All of these m ethods achieve vertical equity given that unequals 

are treated  unequally. An exam ple of an institutional support form ula is shown below.

Institutional support = base amount + S 150 per headcount student

S c h o la rsh ip s  an d  Fellow ships F orm ulas

T his category encom passes all expenditures for scholarships and fellowships, including 

prizes, aw ards, federal grants, tuition and fee waivers, and other aid awarded to students for 

w hich services to the institution are not required (NA CU BO 1988). Only Kentucky, M aryland. 

M ississippi. M ontana, and Oklahom a calculate an allocation for scholarships and fellowships 

(Table 9). In each case except Oklahoma, which calculates the am ount as a dollar value tim es 

the num ber o f  FTES. the formula amounr is equal to a percent o f tuition revenues. These 

approaches all provide horizontal equity but fail to provide vertical equity in that neither the cost 

to the student, nor the institution nor the student's ability to pay. arc considered in the formula.

Institutional Support Formulas
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T ab le  8
In s titu tio n a l S u p p o rt F o rm u la s

Calculation
Molhod Apcroach Base Okleremiation Costs
PBF BP All itam- Crortil Head FTES' Disci- Typo o( Van-

Slats p p bf  pr vs n lnctusive ited Hours Count Otnors FTEF puno Laval insi Fined able

Alabama X X X X X X
Anions' X X X X X X
California' X X X X X X X X
Florida X X X X X
Georgia' X X X X X X

Kansas' X X X X X X X
Kentucky X X X X x x x X X
Louisiana' X X X x x x X
Maryland X X X X
Minnesota' X X X x x x X

Mississippi X X X x x x X
MiPSOun X X X X X X
Montana' X X X
Nevada X X X X X
New Maaieo X X X X X X

North Dakota* X X X X X
Ohio' X X X X X X X X
Oklahoma' X X X X X X X X
Oregon X X X X X X
Pennsylvania' X X x ’ x X X

Soutn Carolina X X X X X X X X
South Dakota' X X X X X X X
Tennessee X X X X X X
Texas X X X X X X
Ulan* X X X x x x X
West Virginia' X X X X X

• indicates more than one functional area included in this formula

T ab le  9
S ch o la rsh ip s  a n d  Fellow sh ips F o ru m las

Calculation Method Approach Base Differentiation Costs

BP All iiem- Credit Head FTES/ Disci- Type of Vart-
Slate RPBF PBF PR/SR Inckistve lied Hours Count FTEF pfine Level Inst. Fised able

Kentucky X X X X
Maryland X X X X
Mississippi X X X X
Montano X X X X
Oklahoma’ X X X X x y x X

• indicates morn Iian one tunetional omn included in this tormul*
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Tabic 10 displays inform ation on the plant formulas used by the status. The plant category 

contains all expenditures for current operations and m aintenance o f  the physical plant, including 

building m aintenance, custodial services, utilities, landscape and grounds, and building repairs. 

N ot included are expenditures made from plant fund accounts, or expenditures for hospitals, 

auxiliary enterprises, or independent operations (NA CU BO 1988).

C onnecticut. O regon, South Carolina, and Texas use five formulas to calculate detailed plant 

needs. T hese com plicated methods differentiate am ong types o f  building construction, usage o f 

space, and size o f institution. Horizontal equity is achieved in that equal dollars are provided for 

equal com ponents o f  the physical plant. M oreover, differences am ong buildings are recognized 

and the unequal costs o f m aintaining, cooling, hearing, and lighting each building are built into 

the form ulas, resulting in vertical equity. An exam ple o f a sim ple plant form ula is given below. 

Plant funding = $6.50 per gross square foot o f frame buildings + $3.75 per gross 

square foot o f  brick or masonry buildings

Operation and Maintenance of Plant Formulas



T ab le  10 
rianl F o rm u las

Stale

Calculation
Method Approach Base Differentiation Costs

rpbf phf
DP

■ivsn
All

Incliiivn
llam-
nod

NSF/
GSF

Raplc
Cot Acres

Credit
Houib

FTES/
FTEF

Type ot 
Oti tiding Level

Voil-
Flrcrt able

Alabama X X X X X X
Arizona* X X X X X X
California* X X X X X x X
Connecticut X X X X X X X X X
Florida X X X X X

Georgia X X X X
Kansas X X X X X
Kentucky X X X X X X
Louisiana* X X X X
Maryland X X X X X X
Minnesota' X X X X X

Mississippi X X X X X
Missouri X X X X X X
Nevada X X X X X X X
New Mexico X X X X X
North Dakota X X X X X X X

Ohio X X X X X X X X
Oklahoma* X X X X X X
Oregon X X X X X X X *Pennsylvania X X X X X X X
South Carolina X X X X X X X X X

South Dakota* X X X X
Tennessee X X X X X X j
Texas X X X X X X X X X X
Utah* X X X X
West Virginia* X X X X X

* indicates more than one functional area included in this formula



T R E N D S IN  T H E  U S E  O F  FU N D IN G  F O R M U L A S

As w as m entioned earlier, there appears to have been a w atershed in the use o f funding 

form ulas in the budgeting and resource allocation  process for h igher education institutions. On 

the one hand, form ulas are becoming m ore com plex; on the o ther hand, states that have used 

fo rm ulas for nearly a quarter century axe abandoning their use. In the place o f form ulas, 

p roductiv ity  m easures and other accountability techniques arc being used to m easure institutional 

perfo rm ance and allocate resources. In addition, as state support for higher education stagnates, 

in stitu tions are attem pting to protect their base budgets by using an increm ental approach to 

funding  o v er the base form ula-developed budget.

F orm ulas are becom ing more sophisticated or com plex, especially  in the increase in the 

nu m b er o f  form ulas within a budget area (e.g., instruction) and the differentiation within the 

form ulas. T he added com plexity appears to  be a  recognition o f  differences in roles and m issions 

and in costs am ong academ ic programs. From  a technical or public policy standpoint, the 

increased  com plexity  can be perceived to be positive. Form ulas that m ore closely m odel reality, 

o r that w hich  is considered reality, always are preferable to m ore sim plistic m odels. H ow ever, 

leg islators, governors and other state policym akers who are the u l t i r a te  "consum ers'' o f  form ulas 

generally  prefer a form ula that is s in g le  to understand.

Institu tions appear to be protecting their base budgets by going to increm ental budgeting in 

p lace o f  form ula budgeting. Several states that had used funding form ulas for at least a decade 

now  use  the increm ental budgeting method. T he base budget, however, was com puted by 

form ula, so several o f these states consider them selves to be "form ula states." As state funding 

for h ig h er education becomes more scarce, institutions understandably are concerned with 

m ain tain ing  the funding they have with m inim al restrictions from  the state. Form ulas are. in 

effect, a  zero-based budgeting method under w hich each institution justifies its request for state



funds each year. M aintenance of the base can become the prim ary goal when enrollm ent declines 

or shifts into less expensive course offerings.

M any  states adopted form ula usage to provide and/or achieve equity in the distribution  o f  

resources. In the southern states, the provision of equity through a formula appears to be directly  

related to desegregation orders filed by the federal governm ent, fit also is possible that these 

equity features are spillovers from state concerns with equity in K -I2  funding form ulas.) 

H ow ever, no attem pt is made to determine whether a form ula is “m ore" or “less" equitable in 

the d istribution o f  state resources to institutions. Evaluations o f formulas, and their im pacts, like 

those done for elem entary and secondary education using range ratios, gini coefficients, o r other 

equity m easures, are not used yet in higher education, except in a few federal court cases.

N ow  that states appear to be dropping formula use for four-vear higher education, is this 

a sh ift aw av from  the com m itm ent to achieve goals o f  adequacy and equity in the distribution 

o f resources, to a com m itm ent to goals of efficiency and accountability '7 C learly, the higher 

education  industry has fallen on hard times in many states (H arm an 1995). M any institutions 

iiave suffered  from  absolute cuts in state funding during the 1990s. Tuition and fees have risen 

dram atically , and enrollm ents in some states have declined or shifted among institutions. Perhaps 

the sw itch  aw ay from funding formulas is merely a reflection o f the hard times that necessitate 

a pro tection  o f the base budget rather than a m ovem ent away fro.n equity and adequacy.

But. m aintenance o f the base may not be possible when the general public seems to no 
longer be a  w illing participant in its love affair with h igher education. Hardly a w eek goes by 

w hen the popular m edia does not have a storv pointing out the indiscretions o f higher education. 

L egislators have been calling for reform and accountability fueicci by stories o f  how industries 

have been restructuring their budgets, rethinking their strategic plans, reorganizing, and 

reengineering the corporation to be more efficient and produce higher quality outputs. Corporate



leaders, long-tim e supporters o f higher education, have called on institutions to rciovcnt 

them selves, to rethink their missions (and return to teaching as the primary m ission), and to  adopt 

con tinuous quality  im provem ents (Harman 1995). ju s t as industry has done. The m ovem ent to 

accountab ility  and perform ance measures suggests that a watershed may have been reached  in 

the w ay in which higher education is funded. Ferhaps it is time for a new paradigm .

A nd  perhaps the new  paradigm  is the m ovem ent to  "productivity" formulas. T ennessee has 

included  productivity measures as a formula com ponent for m ore than a decade. C o lorado  now  

d istribu tes som e funds based on productivity m easures, and Florida begins its productiv ity  

com ponen t for four-year institutions in 1997. A rizona. Kentucky, M innesota. M issouri. Ohio, 

and O klahom a have or are developing productivity com ponents to the funding process. In total, 

fourteen  states indicate that they arc using productivity com ponents in funding, up from  eight 

reported  in 1995 (Caruthers and Layzell 1995). A rkansas, a long-tim e user o f funding form ulas, 

abanconed  its form ulas to go to productivity funding. This is a significant change.

S om e observers (Odden and Clune 1995) call for a restructuring or reinventing o f  education 

finance to address the issue of productivity or accountability . They assert that changing state 

school finance structures and restructuring teacher com pensation systems will result in  increased 

student achievem ent nnd productivity. Perhaps a new paradigm  for higher education funding 

w ould lead to  increased productivity and student achievem ent. The challenge to h igher education  

finance researchers and analysts is to develop that new paradigm .

Form ulas never will solve the resource allocation problem s in higher education. Form ulas 

cannot recognize the full range of objective and subjective differences among institu tions, nor 

can they anticipate changes in the missions o f institutions, such as those changes that w ill com e 

about w ith  the advent of ‘‘virtual’’ universities. Form ulas do provide an objective allocation 

m echan ism  that can provide more equity than independent funding o f  each institu tion  w ith the
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pow er plays and patronage that inevitably characterize such allocation decisions. D eterm ining 

the m ethod for funding higher education will continue to be pan o f a political process that 

involves the an  o f com prom ise. Com prom ise will be necessary to preserve and im prove the 

quality  o f public higher education and to accom m odate the changing condition o f  education ir. 

the new  m illennium . Perhaps the prom ise will never be fulfilled, not because the goals were 

unw orthy, but because the goals have changed.
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University o f Alaska 
Resources

B C D E

2 Faculty Full Time Equivalent Head Count
3 University of Alaska Anchorage 321 7,127 13,559

4 Teacher/Student Ratio 22 to 1 42  to 1

5 University of Alaska Fairbanks 376 3,181 5,110

6 Teacher/Student Ratio 8 to  1 13 to 1

7 University of Alaska Southeast 54 1,037 2,604

8 Teacher/Student Ratio 19 to  1 48 to 1

9 University of AK Anchorage Sys 321 8,854 19,063

10 Teacher/Student Ratio 27 to 1 59 to  1

11 University of AK Fairbanks Sys 231 4,565 8,235

12 Teacher/Student Ratio 19 to 1 35 to 1

13 University of AK Southeast Sys 54 1,514 4,337

14 Teacher/Student Ratio 28 to 1 80 to  1

15 University of Alaska Statewide Sys 876 14,933 31,184

16 Teacher/Student Ratio 17 to  1 35 to 1

17 Ketchikan 6 156 576

18 Teachcr/Student Ratio 26 to  1 96  to 1

19 Sitka 13 321 1,535

20 Teacher/Student Ratio 25 to 1 118 to 1

21 Rural 52 1,384 5,275

22 Teacher/Studcnt Ratio 27 to l 101 to 1
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