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BACKGROUND / DISCUSSION 

During the 2018 legislative session the issue of state funding per FTE was raised and a 

related Letter of Intent was approved by the Joint Appropriations Committee (JCA).  The 

letter is attached to this item (Attachment I).  The issue raised in the letter, “the appropriated 

general funds vary widely when looking at the amount of general funds per student FTE”.   

 

The information provided by the Legislative Research Council to the appropriators during 

session showed the following levels of funding per FTE: 

 

 BHSU    $3,610 

 DSU    $5,011 

 NSU    $7,166 

 SDSM&T   $7,232 

 SDSU    $4,476 

 USD    $6,095 

  USD-Med $17,698 

  USD-Law   $6,255 

 

The Letter of Intent further stated that “The JCA requests the Board of Regents present at 

the July 2018 JCA meeting regarding the rationale for how general funds are distributed 

among the state universities.”  Attachment II is the PowerPoint prepared and presented to 

the committee on July 25, 2018 by Dr. Kramer.  Previous versions of the document had 

been shared with the Business Affairs Council and the Council of Presidents.   

  

This issue of funding per FTE has been raised a number of times in the past by legislators, 

presidents, and even interested citizens. Usually, it is raised by someone that feels a 

particular institution is not receiving their fair share of state resources.  It has been the 
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Board’s position that there is rationale for the differences.  The presentation to the JCA 

focused on why there are differences and the fact that there are many different ways to look 

at the funding per student, giving very different perspectives. It was pointed out that the 

allocation of state resources may not be perfect, but there was substantial history behind 

the current allocation.   The final slide pointed out that the Board would be focusing on this 

issue at their 2018 Retreat.   

 

We will review the presentation at the meeting as a starting point for the conversation about 

funding adequacy.  The issue at hand is about funding our institutions at appropriate levels 

and distributing available funding fairly between the institutions.  Using funding per FTE 

to compare all South Dakota institutions to one another is an oversimplification of funding 

needs, especially when comparing institutions with very unique missions and cost 

structures.   When comparing similar institutions, funding per FTE may provide some 

indication of funding adequacy which we will explore further at the retreat. 

 

One of the main reasons for the large variance in funding per student are direct 

appropriations.  Direct appropriations represent funding targeted for a specific program and 

provided to a specific institution.   A list of those appropriations since 1984 will explain at 

least part of why BHSU is at the bottom of the funding per FTE.   
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Funding Adequacy Measurement Tools 

In the absence of a robust formula that has been vetted by all the universities and endorsed 

by the Board, the tools to assess funding adequacy are limited. Given that the budget is 

about 67% personal services, looking at salaries and the market is one way to assess our 

funding.  That issue is being reviewed and is part of the FY20 budget discussion.   

 

Looking at peer institutions and where we stand with like institutions will also give us some 

indication of where we stand in comparison with others.  Every state is unique and certainly 

SD with no community college system, and with six public universities in a very small 

state, we fit the definition of “unique”.  Some of these nuances are lost in peer comparisons. 

 

BHSU DSU NSU SDSMT SDSU Proper USD Proper Law School Med School

NSU E-Learning (School Districts Expansion) $1,000,000

USD - Center for the Prevention of Child Maltreatment  $210,725

SDSU - DNP Preceptors $80,800

NSU E-Learning $159,120

SDSU - DNP Preceptors $260,000

USD - MD Expansion $1,036,515

USD - PA Preceptors $111,000

NSU E-Learning $159,120

SDSM&T/USD - Ph.D. Physics $925,501 $952,965

USD - PA Expansion $455,440

NSU E-Learning $83,774

USD - MD Expansion $1,070,011

USD - PA Expansion $132,698

USD - Master of Social Work  $237,251

REED Technical Support $155,359

Doctoral Programs $754,500 $527,335 $508,222

Doctoral Programs $606,351 $399,909 $598,396 $268,404

General Ed to Tech Schools $225,000

Ed Course Delivery - TI $45,000 $144,000 $0

New Doctoral Programs $224,954 $91,805 $91,387 $680,018

Graduate Research Assistants $30,442 $254,068 $114,607 $86,281 $111,678

NSU E-Learning $220,882

Nursing Program Expansion $219,659 $731,714

Medical Education $409,811

Carbon Sequestrian Specialist $56,066

NSU E-Learning $1,351,120

Fire Predictor Specialist $100,000

Carbon Sequestrian Specialist $22,500 $56,066

GMO Testing

Rural Family Medicine Residency Program $675,000

Midlevel Practioner Scholarship Program $16,000

Family Practice Residency Program $744,710

Midlevel Practioner Scholarship Program $44,000

Physician's Assistant $170,359

West River Nursing $44,915 $0 $625

Business Opportunity Center $100,000

OT/PT $475,000

West River Nursing $76,580 $500

Nursing Ed Expansion $25,535 $561,343

West River Nursing $168,074 $256,066

Med School Faculty $140,000

BHSU Equalization $68,184

DSU Equalization $47,059

DSU Mission Change $998,000

Totals $113,184 $1,981,211 $2,974,016 $2,681,432 $2,207,706 $2,344,891 $0 $8,269,964

Direct Appropriations Since 1984
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Another tool that has been discussed is the Delaware Cost Study.  The study is a discipline-

level comparative analysis of faculty teaching loads, direct instructional costs, and 

separately budgeted scholarly activity.  The system will begin to participate in that study 

in the coming year.  This will give us some comparable instructional cost information 

which will help us differentiate costs by program.  This information would be useful in 

developing an instructional formula and organizing programs by cost. 

 

Developing and using a formula as a budget request tool or realignment tool has been tabled 

since 2011 when we moved to University Managed Resources.  Under the current funding 

model, the campuses all keep their own revenues so a formula tool has not been needed.  

The last formula model developed, the Revenue Gap Analysis, was never adopted by the 

Board.  It would take several months and a significant commitment by BAC and AAC to 

develop an appropriate model.     

 

This paper will look deeper into funding per student, explore the idea of a performance 

formula model and the adoption of a funding formula. 

 

Funding Per FTE Comparisons 

Using a funding per student FTE approach is often used to make comparisons between 

states at the national level and can also be helpful in understanding funding situations when 

the comparison is made between like institutions.  Data collected by IPEDS provides 

comparable funding information as well as a standardized FTE calculation to make 

appropriate comparisons.  

 

IPEDS Data 

The Board’s dashboards can be used to make reasonable comparisons of our institutions 

with “like” institutions.  Being able to isolate 4-year public institutions, types of 

institutions, and size of institutions gives us a finer-tuned picture of where our institutions 

stand with comparable schools.  The following information attempts to make appropriate 

comparisons using IPEDS data. 

 

Using the schools Carnegie Classification which categorizes schools based on the level of 

degrees offered and conferred, the size of the institutions, and research and development 

expenditures, allows us to isolate similar institutions.  We can even drill further down and 

refine the comparisons using enrollment ranges and characteristics of the schools.  The 

following tables provide comparisons of state funding and tuition and fee costs per student 

FTE with comparable schools. 

 

The second comparison will use the campus selected peers. These comparisons are likely 

to compare institutions that are even more similar.  In almost all cases below, the peer data 
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appear to be more aligned in state funding, tuition and fees and spending per degree.  The 

comments and analysis will use the campus selected peers. 

 

Black Hills State University 

 

 
 

 
 

When looking at their peers, it is very clear that BHSU gets a much lower portion of its 

funding from state appropriations.  BHSU is very tuition dependent with 23% more of their 

money coming from students than their peers, which creates a greater risk tied to 

enrollments.  To be at 100% of the peer state appropriation level, BHSU would need $6.6M 

in additional dollars.  The number would be $5.0M if it only applied to resident students.  

Considering total funding available per FTE, BHSU would need $2.9M to bring them up 

to their peer level ($2.2M for resident students only), but they would remain tuition 

dependent.   

 

BHSU gets 36% less funding from the state per FTE than DSU, and 48% less than NSU.  

To bring BHSU up to the level of state funding received by DSU would require 

approximately $5.2M in additional state funding.  To match NSU, BHSU would require an 

additional $8.2M.  This adjustment assumes that the programs and related costs are similar 

in nature and should be funded at the same level.  DSU does have some unique high cost 

programs that are not comparable to BHSU.  

 

Finally, the cost to produce a degree at BHSU is 11% higher or $7,564 more than its peers.     

 

 

 

State Appropriations Tuition and Fees Total Spending Per Degree

BHSU Comp % of Comp BHSU Comp % of Comp BHSU Comp % of Comp BHSU Comp % of Comp

2011 $2,230 $6,721 33.2% $5,576 $4,494 124.1% $7,806 $11,215 69.6% $80,752 $126,989 63.6%

2012 $2,235 $6,648 33.6% $5,763 $4,823 119.5% $7,998 $11,471 69.7% $88,544 $119,087 74.4%

2013 $2,631 $6,732 39.1% $6,118 $5,072 120.6% $8,749 $11,804 74.1% $73,900 $118,096 62.6%

2014 $2,817 $7,408 38.0% $6,137 $5,296 115.9% $8,954 $12,704 70.5% $79,944 $111,060 72.0%

2015 $2,898 $7,739 37.4% $6,268 $5,646 111.0% $9,166 $13,385 68.5% $78,420 $112,506 69.7%

2016 $2,977 $8,121 36.7% $6,598 $5,819 113.4% $9,575 $13,940 68.7% $78,137 $117,013 66.8%

BHSU - Region All - Masters Small - 1,000 to 4,999 FTE - No Hospital - No Med - Not Land Grant = 25 Comps

State Appropriations Tuition and Fees Total Spending Per Degree

BHSU Comp % of Comp BHSU Comp % of Comp BHSU Comp % of Comp BHSU Comp % of Comp

2011 $2,230 $4,284 52.1% $5,576 $4,353 128.1% $7,806 $8,637 90.4% $80,752 $79,420 101.7%

2012 $2,235 $4,237 52.7% $5,763 $4,324 133.3% $7,998 $8,561 93.4% $88,544 $76,285 116.1%

2013 $2,631 $4,389 59.9% $6,118 $4,356 140.4% $8,749 $8,745 100.0% $73,900 $73,812 100.1%

2014 $2,817 $4,783 58.9% $6,137 $4,760 128.9% $8,954 $9,543 93.8% $79,944 $73,680 108.5%

2015 $2,898 $5,091 56.9% $6,268 $4,981 125.8% $9,166 $10,072 91.0% $78,420 $70,893 110.6%

2016 $2,977 $5,165 57.6% $6,598 $5,359 123.1% $9,575 $10,524 91.0% $78,137 $70,573 110.7%

BHSU - Peers
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Dakota State University 

 

 
 

 
 

DSU is also well below their peers for state funding at 68.3%.  To bring DSU to the funding 

per FTE of its peers would require an additional $4.5M. The cost to produce a graduate at 

DSU is 16% or $11,957 higher per degree than its peers.   

 

Northern State University 

 

 
 

 
 

State Appropriations Tuition and Fees Total Spending Per Degree

DSU Comp % of Comp DSU Comp % of Comp DSU Comp % of Comp DSU Comp % of Comp

2011 $4,186 $6,721 62.3% $6,467 $4,494 143.9% $10,653 $11,215 95.0% $98,107 $126,989 77.3%

2012 $4,370 $6,648 65.7% $6,783 $4,823 140.6% $11,153 $11,471 97.2% $99,339 $119,087 83.4%

2013 $4,656 $6,732 69.2% $6,380 $5,072 125.8% $11,036 $11,804 93.5% $94,690 $118,096 80.2%

2014 $4,868 $7,408 65.7% $7,158 $5,296 135.2% $12,026 $12,704 94.7% $101,302 $111,060 91.2%

2015 $4,867 $7,739 62.9% $7,359 $5,646 130.3% $12,226 $13,385 91.3% $99,375 $112,506 88.3%

2016 $4,684 $8,121 57.7% $7,501 $5,819 128.9% $12,185 $13,940 87.4% $86,710 $117,013 74.1%

DSU - Region All - Masters Small - 1,000 to 4,999 FTE - No Hospital - No Med - Not Land Grant = 25 Comps

State Appropriations Tuition and Fees Total Spending Per Degree

DSU Comp % of Comp DSU Comp % of Comp DSU Comp % of Comp DSU Comp % of Comp

2011 $4,186 $6,365 65.8% $6,467 $4,905 131.8% $10,653 $11,270 94.5% $98,107 $81,590 120.2%

2012 $4,370 $5,613 77.9% $6,783 $5,281 128.4% $11,153 $10,894 102.4% $99,339 $78,855 126.0%

2013 $4,656 $5,536 84.1% $6,380 $5,431 117.5% $11,036 $10,967 100.6% $94,690 $76,929 123.1%

2014 $4,868 $5,817 83.7% $7,158 $5,861 122.1% $12,026 $11,678 103.0% $101,302 $80,818 125.3%

2015 $4,867 $6,387 76.2% $7,359 $6,505 113.1% $12,226 $12,892 94.8% $99,375 $79,370 125.2%

2016 $4,684 $6,858 68.3% $7,501 $7,023 106.8% $12,185 $13,881 87.8% $86,710 $74,753 116.0%

DSU - Peers

State Appropriations Tuition and Fees Total Spending Per Degree

NSU Comp % of Comp NSU Comp % of Comp NSU Comp % of Comp NSU Comp % of Comp

2011 $5,201 $6,721 77.4% $4,501 $4,494 100.2% $9,702 $11,215 86.5% $113,412 $126,989 89.3%

2012 $5,267 $6,648 79.2% $4,810 $4,823 99.7% $10,077 $11,471 87.8% $98,859 $119,087 83.0%

2013 $5,540 $6,732 82.3% $4,979 $5,072 98.2% $10,519 $11,804 89.1% $115,190 $118,096 97.5%

2014 $5,754 $7,408 77.7% $5,162 $5,296 97.5% $10,916 $12,704 85.9% $105,039 $111,060 94.6%

2015 $5,788 $7,739 74.8% $5,071 $5,646 89.8% $10,859 $13,385 81.1% $94,818 $112,506 84.3%

2016 $5,691 $8,121 70.1% $4,832 $5,819 83.0% $10,523 $13,940 75.5% $91,008 $117,013 77.8%

NSU - Region All - Masters Small - 1,000 to 4,999 FTE - No Hospital - No Med - Not Land Grant = 25 Comps

State Appropriations Tuition and Fees Total Spending Per Degree

NSU Comp % of Comp NSU Comp % of Comp NSU Comp % of Comp NSU Comp % of Comp

2011 $5,201 $4,670 111.4% $4,501 $4,319 104.2% $9,702 $8,989 107.9% $113,412 $94,439 120.1%

2012 $5,267 $4,446 118.5% $4,810 $4,643 103.6% $10,077 $9,089 110.9% $98,859 $90,316 109.5%

2013 $5,540 $4,591 120.7% $4,979 $5,798 85.9% $10,519 $10,389 101.3% $115,190 $83,870 137.3%

2014 $5,754 $4,497 128.0% $5,162 $5,080 101.6% $10,916 $9,577 114.0% $105,039 $76,916 136.6%

2015 $5,788 $4,578 126.4% $5,071 $5,362 94.6% $10,859 $9,940 109.2% $94,818 $74,376 127.5%

2016 $5,691 $4,755 119.7% $4,832 $5,581 86.6% $10,523 $10,336 101.8% $91,008 $75,576 120.4%

NSU - Peers
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NSU’s state funding is 119.7% of their peer funding per FTE, but their tuition is only at 

87% of their peers.  This is the opposite of the other two comprehensive schools.  NSU has 

approximately $2.1M more in state funding than its peers.  NSU has a large dual credit 

program, concurrent credit program and international student tuition structure, all of which 

generate less tuition on average.  NSU has a smaller proportion of student FTE generated 

by distance courses than do BHSU and DSU, which are at a higher cost. 

 

The cost to produce a degree is 20% more than their peers at $15,432.  Even though NSU 

has almost the same funding per degree as its peers, it is far less efficient at producing 

degrees.  NSU is the most inefficient of the SD schools in producing degrees. 

 

Summary of BHSU, DSU and NSU 

When looking at state funding per student, and without the benefit of looking at the unique 

academic program differences between all the institutions, it is evident that BHSU falls 

well below the funding level of its peers and the level of funding for DSU and NSU.  While 

DSU is also behind the funding per FTE level of its peers, BHSU is the furthest behind.      

 

BHSU is also far more tuition dependent than the other SD schools.  A deeper dive into the 

NSU tuition revenues is needed to understand why they are producing revenues at a much 

lower rate given their tuition rates are similar to BHSU. 

 

BHSU is more efficient at producing degrees than DSU and NSU at 6% less and 10% less 

respectively.   

 

South Dakota School of Mines and Technology 

 

 
 

SDSM&T is only being compared to its chosen peers because of their engineering school 

specialization.  It is hard to compare them to other schools.  Their peers are: Michigan 

Technological University, MI (Doctoral Universities: Higher Research Activity, 7,099 

students); Missouri University of Science and Technology, MO (Doctoral Universities: 

Higher Research Activity, 8,640 students); and Montana Tech of the University of 

Montana, MT (Baccalaureate Colleges: Diverse Fields, 2085 students). 

 

State Appropriations Tuition and Fees Total Spending Per Degree

SDSM Comp % of Comp SDSM Comp % of Comp SDSM Comp % of Comp SDSM Comp % of Comp

2011 $7,217 $7,125 101.3% $6,300 $8,567 73.5% $13,517 $15,692 86.1% $206,447 $140,723 146.7%

2012 $7,287 $6,443 113.1% $7,398 $8,820 83.9% $14,685 $15,263 96.2% $174,446 $135,424 128.8%

2013 $6,967 $6,670 104.5% $8,097 $9,810 82.5% $15,064 $16,480 91.4% $171,713 $133,988 128.2%

2014 $7,074 $6,699 105.6% $8,909 $10,255 86.9% $15,983 $16,954 94.3% $163,675 $140,215 116.7%

2015 $7,250 $6,962 104.1% $9,319 $10,519 88.6% $16,569 $17,481 94.8% $170,179 $139,126 122.3%

2016 $6,916 $6,935 99.7% $9,876 $10,776 91.6% $16,792 $17,711 94.8% $149,659 $130,983 114.3%

SDSM&T - Peers - 4
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SDSM&T is right in-line with their peers when looking at state funding levels, and slightly 

less expensive in tuition and fees.  The cost to produce a degree at SDSM&T is $18,676 

more than its peers, or 14% higher. 

 

South Dakota State University 

 

 
 

 
 

When focusing on land grant institutions, the state funding is 34% lower at SDSU than its 

peers.   Tuition and fees per student are only slightly less at SDSU.  To bring SDSU up to 

the peer FTE state funding level would require $32.8M!  Because the funding reported to 

IPEDS includes CES and AES, we do not know if this is contributing to the revenue 

shortfall.  In other words, are Cooperative Extension and Agricultural Experiment Station 

operations funded better by their peers?  This requires further analysis. 

 

Even with substantially less funding (assuming CES and AES are funded similarly), SDSU 

produces graduates 25% more efficiently than its peers. 

 

University of South Dakota 

 

 
 

State Appropriations Tuition and Fees Total Spending Per Degree

SDSU Comp % of Comp SDSU Comp % of Comp SDSU Comp % of Comp SDSU Comp % of Comp

2011 $5,298 $8,557 61.9% $5,970 $7,163 83.3% $11,268 $15,720 71.7% $119,819 $151,317 79.2%

2012 $5,325 $8,415 63.3% $6,835 $7,680 89.0% $12,160 $16,095 75.6% $115,259 $148,420 77.7%

2013 $5,697 $9,062 62.9% $7,250 $8,168 88.8% $12,947 $17,230 75.1% $108,179 $144,581 74.8%

2014 $6,108 $9,060 67.4% $7,493 $8,274 90.6% $13,601 $17,334 78.5% $118,893 $145,824 81.5%

2015 $6,170 $9,459 65.2% $7,992 $8,592 93.0% $14,162 $18,051 78.5% $118,379 $148,110 79.9%

2016 $6,292 $9,797 64.2% $8,375 $8,892 94.2% $14,667 $18,689 78.5% $113,305 $149,346 75.9%

SDSU - Region All - Doctoral -Higher Research Activity - 10,000 to 19,999 FTE - No Hospital - No Med - Land Grant - 9

State Appropriations Tuition and Fees Total Spending Per Degree

SDSU Comp % of Comp SDSU Comp % of Comp SDSU Comp % of Comp SDSU Comp % of Comp

2011 $5,298 $8,489 62.4% $5,970 $7,110 84.0% $11,268 $15,599 72.2% $119,819 $149,986 79.9%

2012 $5,325 $8,513 62.6% $6,835 $7,811 87.5% $12,160 $16,324 74.5% $115,259 $145,362 79.3%

2013 $5,697 $8,836 64.5% $7,250 $8,172 88.7% $12,947 $17,008 76.1% $108,179 $147,293 73.4%

2014 $6,108 $9,059 67.4% $7,493 $8,512 88.0% $13,601 $17,571 77.4% $118,893 $144,416 82.3%

2015 $6,170 $9,237 66.8% $7,992 $8,526 93.7% $14,162 $17,763 79.7% $118,379 $144,726 81.8%

2016 $6,292 $9,443 66.6% $8,375 $8,770 95.5% $14,667 $18,213 80.5% $113,305 $150,301 75.4%

SDSU - Peers

State Appropriations Tuition and Fees Total Spending Per Degree

USD Comp % of Comp USD Comp % of Comp USD Comp % of Comp USD Comp % of Comp

2011 $5,931 $7,055 84.1% $6,192 $9,354 66.2% $12,123 $16,409 73.9% $86,439 $170,098 50.8%

2012 $5,766 $6,510 88.6% $6,433 $10,201 63.1% $12,199 $16,711 73.0% $96,027 $148,736 64.6%

2013 $6,199 $6,897 89.9% $6,878 $10,776 63.8% $13,077 $17,673 74.0% $92,585 $142,882 64.8%

2014 $6,571 $7,127 92.2% $7,037 $11,077 63.5% $13,608 $18,204 74.8% $94,601 $141,066 67.1%

2015 $6,555 $7,395 88.6% $6,837 $11,608 58.9% $13,392 $19,003 70.5% $91,295 $146,480 62.3%

2016 $7,202 $7,744 93.0% $7,964 $11,790 67.5% $15,166 $19,534 77.6% $94,800 $148,408 63.9%

USD - Region All - Doctoral -Higher Research Activity - 5,000 to 9,999 FTE - No Hospital - Med or No Med - Not Land Grant - 10
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When focusing on universities with law and medical schools, the state funding for USD is 

in-line with the USD peers.   Tuition and fees on the other hand are substantially below 

that of their peers.  USD is much smaller when compared to its peers and the portion of 

revenues coming from medicine and law school, which will be at a much higher cost, could 

be very different. This issue requires further analysis. 

 

Even though USD is well below the funding levels of its peers (assuming the proportion of 

revenues from med and law are similar to peers), it is able to produce graduates far cheaper 

than its peers – 47% less!  They have the highest efficiency rate of the SD schools.  Again, 

the distribution of degrees and related costs could impact this significantly. 

 

Summary of SDSM&T, SDSU and USD 

The peer data would lead one to believe that SDSM&T is adequately funded and their focus 

should be on degree efficiency.  USD is also funded in-line with its peers, but having a 

better understanding of why their tuition revenues is so much lower than their peers would 

be helpful.  The number of nonresidents at reduced tuition rates could be impacting overall 

revenues, or USD is producing more low cost degrees than its peers and those degrees have 

lower tuition.  SDSU is well below its peers in state funding levels and it would require a 

substantial sum of money to bring them up to their peers - $32.8M!  Further analysis is 

needed to understand if the funding levels of Coop Ext. and Ag Experiment Stations of 

their peers is impacting that number.  SDSU is the furthest behind in state funding per FTE 

of all the SD schools at $3,151 per student.  USD and SDSU are both very efficient at 

producing degrees, with USD performing the best of all SD schools.  USD and SDSU also 

have less funding than their peers, but both produce degrees far more efficiently than their 

peers. 

 

 

Residents and Nonresidents 

The state funding shortfalls identified for BHSU, DSU, and SDSU assume that the state is 

willing to support all students, residents and nonresidents at the same level.  Should a 

decision be made to request state money for the base budgets of the institutions, it would 

seem that a more sellable approach to funding would be to look at the level of funding for 

all schools based on resident students.  While SD needs the nonresidents to supplement the 

revenue stream and to address workforce needs, it is unlikely that the state will support 

funding all students at the same level from state tax dollars.  Any realignment of dollars 

State Appropriations Tuition and Fees Total Spending Per Degree

USD Peers % of Comp USD Comp % of Comp USD Comp % of Comp USD Comp % of Comp

2011 $5,931 $5,959 99.5% $6,192 $10,053 61.6% $12,123 $16,012 75.7% $86,439 $136,690 63.2%

2012 $5,766 $5,990 96.3% $6,433 $10,652 60.4% $12,199 $16,642 73.3% $96,027 $137,824 69.7%

2013 $6,199 $5,901 105.0% $6,878 $10,860 63.3% $13,077 $16,761 78.0% $92,585 $136,365 67.9%

2014 $6,571 $7,365 89.2% $7,037 $11,202 62.8% $13,608 $18,567 73.3% $94,601 $170,210 55.6%

2015 $6,555 $7,666 85.5% $6,837 $11,557 59.2% $13,392 $19,223 69.7% $91,295 $171,550 53.2%

2016 $7,202 $7,118 101.2% $7,964 $11,932 66.7% $15,166 $19,050 79.6% $94,800 $178,269 53.2%

USD - Peers
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should also consider resident enrollments in some way.  Including the proportion of 

nonresident students that stay in the state after graduation could be taken into account when 

determining funding needs.  

 

A simple look at just resident FTE and the amount of state funding per student follows: 

 

  
 

SHEF Report 

The State Higher Education Executive Officers Association Report – State Higher 

Education Finance (SHEF) report is one of the better finance studies available.  This study 

looks at all postsecondary funding for each state and makes comparisons based on student 

FTE.  The study has limitations in that states have very different structures ranging from 

many small institutions to one large institution, and captures all postsecondary education 

including community colleges, technical institutes, and the full range of four-year 

institutions.  The data can however be helpful in understanding how a state is doing in 

higher education funding at a macro level.   

 

The following table shows that postsecondary education in SD has $15,279 in total 

educational funding per student FTE, which is the 18th highest in the nation – 32 of the 

states operate on less funding per FTE than SD.  The state educational appropriations per 

FTE funding amount of $6,488 ranks 31st in the country – 30 states fund postsecondary 

education better than SD.  The net tuition revenue per FTE ranks 43rd – only 7 states get 

less of their funding from tuition.  While this information would seem to indicate that SD 

institutions have ample funds to operate, it is suspected that the lower per FTE funding in 

other states for their community colleges is lowering their funding per FTE.  There is little 

doubt that SD relies too heavily on tuition to fund public education. 

 

FY18 State Appropriation Resident FTE Funding Per FTE

BHSU $9,552,983 2,000 $4,776

DSU $9,746,276 1,215 $8,022

NSU $11,834,384 1,354 $8,740

SDSM&T $16,703,197 1,049 $15,923

SDSU $44,533,464 5,449 $8,173

USD $43,362,893 4,433 $9,783

Note:  Excludes: NSU k-12 E-Learning; AES, CES, ADRDL, and MD Program.

FY18 State Funding Per Resident FTE
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Total Educational Revenue Per FTE Rank Educational Revenues Per FTE Rank Net Tuition Revenue Per FTE Rank

Alabama $18,007 7 $6,666 26 $12,161 47

Alaska $19,676 4 $13,612 3 $6,063 17

Arizona $12,519 42 $4,920 44 $7,893 31

Arkansas $13,581 34 $7,885 15 $6,549 19

California $10,556 49 $8,447 12 $2,109 1

Colorado $13,989 28 $4,194 47 $9,748 42

Connecticut $17,278 9 $8,103 14 $9,176 38

Delaware $18,408 5 $4,880 45 $13,714 48

Florida $9,712 50 $6,456 32 $3,257 3

Georgia $13,721 31 $8,550 11 $5,178 9

Hawaii $15,381 16 $10,810 4 $4,571 5

Idaho $14,567 26 $9,793 7 $4,774 7

Illinois $23,228 1 $16,055 2 $7,455 27

Indiana $17,468 8 $6,899 25 $10,759 45

Iowa $15,630 15 $5,997 38 $9,632 41

Kansas $13,091 38 $6,112 36 $6,980 21

Kentucky $15,353 17 $7,634 18 $7,719 29

Louisiana $11,076 48 $5,373 43 $5,660 15

Maine $16,553 12 $7,559 19 $8,994 36

Maryland $15,101 21 $7,729 17 $7,372 26

Massachusetts $12,837 39 $7,230 22 $5,585 13

Michigan $21,537 2 $6,508 30 $14,999 50

Minnesota $16,347 13 $7,182 23 $9,142 37

Mississippi $14,881 23 $7,357 21 $7,503 28

Missouri $12,503 43 $6,534 29 $5,940 16

Montana $13,317 35 $6,190 34 $7,093 24

Nebraska $16,553 11 $9,801 6 $6,753 20

Nevada $12,133 46 $7,496 20 $4,617 6

New Hampshire $12,808 40 $2,701 49 $10,058 44

New Jersey $15,996 14 $6,362 33 $9,601 40

New Mexico $13,118 37 $9,348 9 $3,770 4

New York $13,617 33 $8,640 10 $4,977 8

North Carolina $15,265 19 $9,959 5 $5,306 11

North Dakota $18,326 6 $9,552 8 $8,774 34

Ohio $14,688 25 $6,061 37 $8,626 33

Oklahoma $13,671 32 $6,585 27 $7,059 23

Oregon $13,885 30 $5,959 39 $7,887 30

Pennsylvania $15,135 20 $4,122 48 $11,014 46

Rhode Island $13,960 29 $5,606 41 $8,313 32

South Carolina $14,693 24 $5,716 40 $9,585 39

South Dakota $15,279 18 $6,488 31 $9,943 43

Tennessee $15,045 22 $8,242 13 $7,012 22

Texas $13,225 36 $7,846 16 $5,379 12

Utah $12,186 45 $6,543 28 $5,615 14

Vermont $17,019 10 $2,695 50 $14,732 49

Virginia $14,309 27 $5,533 42 $8,854 35

Washington $12,249 44 $6,982 24 $5,266 10

West Virginia $11,256 47 $4,781 46 $7,191 25

Wisconsin $12,582 41 $6,156 35 $6,391 18

Wyoming $21,331 3 $18,237 1 $3,134 2

U.S. $14,151 $7,642 $6,572

Notes:

1.  Educational appropriations are a measure of state and local support available for public higher education operating expenses, and exclude appropriations

     for independent institutions, financial aid for students attending independent institutions, research, hospital, and medical education.

2.  Adjustment factors to arrive at constant dollar figures include Cost of Living Index, Enrollment Mix Index, and Higher Educatoin Cost Adjustment.  The 

     Cost of Living Index is not a measure of inflation over time.

3.  Net tuition revenue is calculated by taking the gross amount of tuition and fees, less state and institutional financial aid, tuition waivers or discounts, and

     medical student tuition and fees.  Net tuition revenue used for capital debt service is included in the net tuition revenue figures above.

4.  Total educational revenue is the sum of educational appropriations and net tuition, excluding net tuition revenue used for capital debt service.

Summary of 2017 State Higher Education Finance Data
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Funding Models History 

A deeper dive is needed to determine the “right” investment and expenditure related to 

instruction (Program 01).  This is done using the program mix and credit hour production 

at the schools.  Considering the mix of enrollments and the program offerings would lend 

to more accuracy in making the comparison between the SD schools.  This would require 

the adoption of a formula that would utilize a Classification of Instructional Program 

system.  The formula model would assign factors by course level and discipline.  In 

essence, the factor is determined based on the instructional workload and ideal class size. 

(A factor is the number of credit hours needed to generate one instructional faculty FTE. 

Factors vary by course level and discipline. Dividing the factor by the instructional 

workload (course credit hours/FTE/year) yields the average section size. If the factor is 

1049 (social sciences, lower level), it takes 1,049 credit hours to generate 1.0 FTE and the 

average section size required is 43.7 (1049/24)).  Using factors and actual credit hours will 

tell you how many faculty are needed in total.   The dollars are then determined either by 

using average faculty salaries or the salary for the discipline.  Once this is done for all credit 

hours and disciplines, you have much more comparable data and will know what it should 

cost to deliver instructional programs.  Other programs (Programs 02- Research, Program 

03 – Public Service, Program 04 – Academic Support, Program 05 – Student Services, 

Program 06 – Institutional Support, Program 07 – O&M of Plant) can use benchmarking 

to determine appropriate investments, for example, how many financial aid people are 

needed per student, or how much do you have to spend per square foot for janitorial 

services.  

 

The Board has used a variety of funding models over the last three decades with varying 

success.  The Board used a funding formula that was enrollment based starting in the 1970s 

up until FY99.  That formula was used as a method to realign funding for many years and 

as a way to request money from the state.  The formula gains and losses were strictly based 

on enrollment changes.  The adjustments were determined by the increases/decreases in 

credit hours weighted by the program mix and then converted into faculty FTE and funded 

at the current institutional average salary.  The formula was not always supported as a 

budget request tool by the executive branch or the legislature and in those years was simply 

used as a tool to realign available resources.  The formula was endorsed fully by the 

Mickelson administration and up until FY99, the formula was “fully-funded”.  The formula 

generation for the FY99 budget request, based on academic year 1997 enrollment data, was 

the last time the formula was used as a budget request mechanism.  At that time, the 

projected formula loss was $1,613,960 due to a decline in state-support enrollments and 

the mix of those enrollments.  The funding was retained by the system and became base 

funding for the salary competitiveness plan.  With the perception that enrollments were 

likely to decline or be flat for a number of years, the Board was able to negotiate a new 

model, called the Funding Framework.    

 

Adopted in December of 1997 and put in place in FY00, the Funding Framework allocated 

money to three buckets: 1) the Reinvestment Through Efficiencies Program which was 
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started in FY99; 2) the operating base budgets for the universities that represented 95% of 

the dollars after reinvestments; and 3) 5% went to policy incentive funds. The Funding 

Framework continued to use the formula to determine adjustments for enrollments.  The 

base enrollments and related funding were adjusted for policy changes that shifted courses 

and enrollments from state-support to self-support (off-campus courses, remedial course 

placement policies), or where things were moved outside of the formula, or when cuts to 

the base reduced overall funding.  Each university’s fall state-support enrollment was 

compared to its base enrollment to determine whether there would be a one-time base 

budget adjustment for the following fiscal year. The adjustments were based on the 

system’s average instructional support per FTE; this was the total of Program 01 

Instruction, Program 04 Academic Support, and Program 05 Student Services per FTE for 

the system (general funds, school & public lands, HEFF, tuition & system fees).  The intent 

was to add resources for FTE changes over 104% and remove resources for FTE below 

96% of the (adjusted) base enrollment.  While the formula was not used as a budget request 

tool, it was used through FY03 to realign resources based on enrollments.  Additionally, 

up to 5% of the university budgets were also at risk based on dollars committed to 

performance pools.  The performance pools included a number of priorities: growth in the 

number of South Dakota FTE, enrollment in economic growth programs, improvement in 

academic quality (proficiency examinations), collaboration (growth in courses taught by 

shared faculty, courses taught in shared facilities, and courses taken by high school 

students) and growth in external funds. Targets were established each year and campuses 

lost or gained based on their performance.  The Funding Framework was believed to reflect 

the following desirable elements of state higher education funding: 

 

1. Established state higher education policy goals;  

2. Responds to these goals by linking goals to funding over several (5) years; 

3. Permits multiple year planning and resource management by the Board and the 

universities;  

4. Permits the state to better plan for the fiscal needs of higher education; 

5. Establishes base funding for the higher education system and the universities and 

maintains the value of the base during the period ( a “base plus” approach); 

6. Establishes enrollment base for each university and provides for enrollment growth 

managed by the universities;  

7. Provides incentive funds that will be allocated based on improvement toward 

selected state policy goals; 

8. Allows the Board to submit special targeted appropriation requests for new 

initiatives; and 

9. At the end of the five-year period new policy goals and base adjustments to reflect 

changes in enrollments would be considered. 

 

Starting in FY04, the Board adopted a new funding approach called the Resource Compact.  

This model used the value of an undergraduate resident credit hour to adjust enrollment 

funding.  This was a much more conservative adjustment for enrollment growth because it 

was believed the Funding Framework was realigning too many dollars at an unsustainable 
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rate.  The Resource Compact reduced the number of incentive funds to three: retention, 

grants and contracts performance, and one institutional performance target.  The Resource 

Compact was used to support targeted appropriation requests in the areas of research and 

student support.  Most requests were simply targeted appropriations as identified by the 

Board.  Again, the enrollment formula was used to realign the campus base budgets with 

various adjustments as a starting point.  This formula model was utilized through FY10.  

The system eventually moved to University Managed Resources in FY11. 

 

The last time the enrollment formula was run was in FY10 and that was needed to establish 

the base budgets for University Managed Resources.  That is the last time the budgets have 

been realigned based on enrollments and mix of enrollments.  University Managed 

Resources established a base budget and allowed the universities to retain their tuition 

revenues.  This model moved the system away from a funding model that was used in any 

way to support budget requests; all requests became targeted appropriation requests.  This 

model was requested by SDSU and supported by all university presidents and remains in 

place today.  There is currently no process in place to adjust the base budgets for enrollment 

gains or losses or other performance measures.  The campuses manage those changes with 

the tuition dollars received.   

 

The office embarked on a new funding model in FY10 at the same time University 

Managed Resources was adopted.  The model was based on an NCHEMS model that was 

adopted by the state of Massachusetts.   The model was referred to as the Revenue Gap 

Analysis because it determined a funding need and compared it to all the resources 

available, with the result referred to as the “revenue gap”.  This model was very 

comprehensive and included all programs except for 03 – Public Service, which usually 

has minimal institutional funds devoted to it.  The model was presented to the Board at its 

August 2012 Retreat.  Because the model identified one institution as being “overfunded”, 

it became very controversial and was never formally adopted by the Board.  The model 

also identified a need of $60,414,303 of additional resources to fully fund the institutions 

which was felt to be unrealistic. It was however the impetus for cutting $100,000 from five 

of the universities and giving the funds to BHSU.  This model was far superior to the 

Board’s previous formula models because it considered all aspects of the university 

(Programs 01, 02, 04, 05, 06, 07) and the funds needed to support the entire operation.  

 

 Performance Model 

In early 2011, senior SDBOR system officials were notified during preliminary budget 

discussions of the possible availability of a limited pool of one-time resources from the 

state for FY13. Subsequent internal talks on the most effective use of these funds led to 

consideration of a performance-based incentive system for Regental institutions, and 

SDBOR staff began developing the framework for a computational model. This process 

was guided jointly by available literature from other states and internal discussions of 

system priorities.  A preliminary framework was presented in November 2011 to 

representatives from the governor’s office, who strongly supported the concept of a 

performance funding initiative. An initial beta model was introduced to the Council of 
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Presidents and Superintendents (COPS) in November 2011, followed by the presentation 

of an informational item to the Board of Regents during its December 2011 regular meeting 

in Rapid City. Business Affairs Council members were briefed on the model in February 

2012, and, after several model modifications, a revised beta model was presented to COPS 

members in March 2012. The proposed model described below represents the final product 

of this cross-council vetting process.  

 

The original performance model developed by the Board Office included three 

performance measures: degree production, retention improvement, and growth in research 

expenditures.  The final model focused on degree production.  In the model, “graduates” 

were measured using a weighted degree metric that awarded specific weights based on 

graduates’ degree levels and fields of study.    Higher degree levels (e.g., doctorates) and 

high-demand fields of study (e.g., STEM fields) were given greater weight than lower-

level, lower-demand fields.  Fields with higher weight values include accounting, 

computers and information technology, health, STEM, and STEM teaching.  The six 

Regental institutions were split into two groups, including a Master’s/Comprehensive 

group (BHSU, DSU, NSU) and a Doctoral/Research group (SDSMT, SDSU, USD). Each 

institution competed for performance dollars contributed by the members of its institutional 

group only, and competed for those dollars against the members of its institutional group 

only. The intent of this approach was to acknowledge the unique missions and institutional 

contexts of the Regental campuses, and to impose a “firewall” that disallows the flow of 

performance funds from small to large campuses (and vice versa).  The model was funded 

in FY13 with a one-time state appropriation of $3.0M.   In the model’s pilot year, budgeted 

funds for FY13 were reallocated based on lagged three-year graduate data (FY2009, 

FY2010, and FY2011).   The state general fund dollars were matched with campus 

resources and were considered “at risk”.  In the end, all of the campuses gained given the 

state resource match.   FY13 was the last year the performance model was funded by the 

state. 

 

A similar performance model was proposed to the presidents in April of 2018.  Under the 

proposed model, South Dakota’s six public universities would be measured annually using 

four performance indicators: degrees awarded, FTE enrollment, grant and contract 

expenditures, and retention rates.  Figures for each measure would be averaged over the 

most recent three-year period (i.e., “Period B”) and then compared against the previous 

three-year period (i.e., “Period A”).  The differences between an institution’s Period B and 

Period A measurements for all four indicators would be rescaled into a common 

“performance unit” metric to enable comparability.  If a given university generates a net 

gain of performance units, it would receive additional base funds (per earned performance 

unit).  If the university generates a net loss of performance units, a corresponding quantity 

of base funding would be lost.  

  

The proposed model is based on four core indicators.  Each indicator is included in the 

model due to its close association with one or more of university system’s strategic 

priorities.  
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 Degrees Awarded (Weighted).  Graduates are perhaps the most basic deliverable of 

any degree granting institution.  Indeed, some measure of graduate production is 

included in almost every postsecondary performance model in use today.  By helping 

more students to complete college degrees – and in particular, degrees in high-priority 

fields – the university system not only would facilitate greater student achievement, 

but also would advance the state’s economic and workforce development interests.  

The proposed model uses a weighted degree metric that assigns specific weights based 

on graduates’ degree levels and fields of study.    Higher degree levels (e.g., doctorates) 

and high-demand fields of study (e.g., STEM disciplines) would be given greater 

weight than lower-level, lower-demand fields.  Fields with higher weight values 

include accounting and finance, computers and information technology, health 

professions, STEM professions, and teacher education.  

 FTE Enrollment.  Full-time equivalent (FTE) enrollment is a central indicator of 

instructional activity in the university system.  By dividing attempted credit hours by 

established divisors, FTE enrollment figures express university credit hour delivery in 

terms of “full-time equivalent” units that control for enrollment intensity.  For 

instance, an undergraduate student taking 15 credit hours is considered to be a 1.00 

FTE student, whereas an undergraduate taking only 12 credit hours is considered to be 

a 0.80 FTE student.  In this way, FTE enrollment figures express student enrollments 

in comparable terms.  

 Grant and Contract Expenditures.  University research typically is sponsored through 

awards from federal, state, and private sources, and often provides both immediate 

(e.g., employment) and long-term (e.g., commercialization) economic benefits to the 

state.  In the proposed model, research activity is measured via grant and contract 

expenditures, which are directly indicative of the extent of campus-level research 

activity.    

 Retention Rates.  Student retention is a fundamental student success indicator in that 

discouraged students who drop out of college after the first year may never return to 

complete a degree.  Stated simply, a university’s “retention rate” refers to the 

percentage of first-year students who return for a second year of college.  As such, 

retention rates represent an “intermediate” (i.e., immediate term) performance metric.  

“Retention rate” is defined in the model as the proportion of first-time, full-time, 

bachelor’s degree-seeking students who – after starting at a regental institution in a 

given fall term – return to enroll in any regental institution the next consecutive fall 

term.  

  

The computational approach of the proposed model is straightforward.  For each outcome 

measure, the model compares each university’s most recent three-year average to its 

previous three-year average.  For example, a given university’s weighted degrees, FTE 

enrollments, grant and contract expenditures, and retention rates for FY2015-FY2017 
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would be compared against analogous figures from FY2012FY2014.  Institutions whose 

composite productivity is higher in the more recent period would be awarded new base 

dollars; institutions whose productivity falls would be required to yield a commensurate 

amount.  Three-year time windows would advance on a rolling basis, meaning that 

universities would always be assessed using the newest available data.  

 

The mechanics of the model are explained in the paper provided to COPS and included 

here as Attachment III. 

 

Trends in Performance Funding 

The following information was pulled off the National Conference of State Legislators 

webpage: http://www.ncsl.org/research/education/performance-funding.aspx. 

 

Historically, many colleges have received state funding based on how many full-time 

equivalent students are enrolled at the beginning of the semester. This model provides 

incentives for colleges to enroll students and thus provide access to postsecondary 

education, but this model does not necessarily provide incentives for institutions to help 

students successfully complete degree programs. Many states are reconsidering the 

enrollment-based funding model and instead are aligning funding models with state goals 

and priorities. 

 

Thirty-two states—Arizona, Arkansas, Colorado, Florida, Illinois, Indiana, Kansas, 

Louisiana, Maine, Massachusetts, Michigan, Minnesota, Mississippi, Missouri, Montana, 

New Mexico, New York, Nevada, North Carolina, North Dakota, Ohio, Oklahoma, 

Oregon, Pennsylvania, South Dakota, Tennessee, Texas, Utah, Virginia, Washington, 

Wisconsin, and Wyoming—have a funding formula or policy in place to allocate a portion 

of funding based on performance indicators such as course completion, time to degree, 

transfer rates, the number of degrees awarded, or the number of low-income and minority 

graduates.  Five states—Connecticut, Georgia, Iowa, South Dakota, and Vermont—are 

currently transitioning to some type of performance funding, meaning the Legislature or 

governing board has approved a performance funding program and the details are currently 

being worked out. 

 

Past experiences with performance funding have led to identification of best practices. 

States that are interested in developing a performance-based funding model may consider 

the following design tips: 

 Put enough funding at stake to create an incentive for institutions to improve 

results, and decide whether the funding will come from new money or base funds. 

Most states are putting aside 5 percent to 25 percent of higher education dollars for 

performance funding. 

http://www.ncsl.org/research/education/performance-funding.aspx
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 Allow postsecondary institutions with different missions to be measured by 

different standards. For example, research universities could be rewarded for 

research and development performance, while community colleges could be 

rewarded for workforce training results. 

 Engage all stakeholders—policymakers, higher education leaders and faculty 

members—in the design of the funding system. 

 Phase in the performance funding system to make the transition easier. 

 Keep the funding formula simple, with unambiguous metrics, so expectations are 

clear to everyone. 

 Maintain focus on the goal of improving college completion, while rewarding both 

progress and success. States can reward colleges not only for increased degree 

production, but also for retaining students year to year and for helping students 

transfer between institutions. 

 Include a measure to reward colleges that graduate low-income, minority and adult 

students to ensure that institutions keep serving these populations. 

 Align the funding formula with state economic and workforce needs by providing 

performance funding to those colleges that are graduating students in high-priority 

fields. 

 Preserve academic quality by incorporating student learning measurements into 

the performance funding system. 

 

Context 

Two major fiscal appropriations methods exist among public higher education systems in 

the US.1 The first, known as the base plus method, involves periodic (usually annual) 

incremental additions or subtractions in funding from an established base level. Under this 

system, appropriations are made according to anticipated institutional priorities and 

programmatic requests. In the second approach, formula funding, the appropriations 

process is grounded in quantitative definitions of fiscal need based on a variety of 

measurable workload factors, and is thus more “automated.” It has been argued that this 

budgeting technique lends improved stability and equity to the broader appropriations 

process.  Funding formulas originally were developed as a means to distribute public funds 

in a systematic, objective, and predictable way. Formulas began to emerge in the United 

States immediately following World War II when the burgeoning size and scope of 

American higher education introduced a new level of complexity in funding allocation.2  

Texas was the first state to introduce an explicitly formulaic approach to funding public 

postsecondary institutions.3  By 1964, 16 states were using a formula-based method for 

                                            
1 Parmley, K., Bell, A., L’Orange, & Lingerfelter, P., (2009), State Budgeting for higher education in the United 

States: As reported for fiscal year 2007, Research report by the State Higher Education Executive Officers (SHEEO), 

Denver, CO, Retrieved from http://www.sheeo.org/finance/Budgeting_for_Higher_ed.pdf 
2 McKeown-Moak, M.P. (1999). Higher education funding formulas. New Directions for Higher Education, 107, 

99-107. 
3 McKeown, M.P. (1996). State funding formulas for public four-year institutions. Report by the State Higher 
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public higher education funding; this number climbed to 30 by 1996.4  Presently, most 

states use a mixed budgeting approach that combines elements of base plus and formula 

funding.5  The extent to which these techniques are balanced within each state is subject to 

considerable variation.  Formulas, until relatively recently, tended to be enrollment-driven, 

relying mostly on counts of students, credit hours, faculty, and the like.  However, recent 

trends in public funding for higher education have led to a new emphasis on efficiencies 

and cost-effectiveness.  Particularly in light of the global financial crisis of 2008, 

postsecondary institutions increasingly have been spurred to focus on system outputs rather 

than system inputs.6  For example, the National Governor’s Association (NGA), citing 

mounting competition for state resources and the nation’s increasing need for college 

graduates, has begun to encourage states to incorporate outcome-based accountability 

measures into their funding instruments.7  The Midwestern Higher Education Compact 

(MHEC) reported in 2009 that a number of states have begun to transition to a completion-

based funding model.8   Specific examples include: 

 During the 2007-2009 biennium, Indiana altered its funding mechanism to include   

performance incentives for degree completions, on-time graduations, and 

successful transfers. 

 Performance funding was reaffirmed as a core policy tool of the Indiana Higher 

Education Commission in a new strategic plan ratified in March 2012. 

 Oklahoma has begun to distribute approximately $2.2 million per year for 

incentives for retention and degree completion. 

 Washington State designed an incentive-based funding structure for its community 

college system, whereby rewards are distributed when students reach pre-specified 

persistence/completion milestones. 

 

State appropriations to South Dakota’s Regental institutions are not driven by a funding 

formula, but rather by a base plus mechanism.  This is not the case for the state’s four 

technical institutes, whose annual appropriation process is formula-based.  As per ARSD 

24:10:42:28, state funds are distributed according to the number of total FTEs during the 

previous fiscal year.  Funds are allocated to the state’s six Regental institutions through the 

regular annual request process and generally are not directly linked to performance 

indicators.   In recent decades, South Dakota Board of Regents has pursued several 

                                            
Education Executive Officers (SHEEO). Retrieved from http://www.utahsbr.edu/Finance/Reports/StateFunding 

Formulas-SHEEO.pdf 
4 Ibid. 
5 Parmley, Bell, L’Orange, & Lingenfelter (2009) found that only three US states use a funding formula only, with 

no base plus component. 
6 Lederman, D., (2008, December 17). Performance funding 2.0. Insider Higher Ed. Retrieved from http://www. 

insiderhighered.com/news/2008/12/17/perform 
7 Reindl, T., & Reyna, R. (2011). From information to action: Revamping higher education accountability systems. 

Position paper by the National Governor’s Association. Retrieved from http://www.nga.org/files/live/sites/NGA/ 

files/pdf/1107C2CACTIONGUIDE.PDF 
8 Midwestern Higher Education Compact (2009). Completion-based funding for higher education. Independent 

research report. Retrieved from http://www.mhec.org/pdfs/0209completionbasedfunding.pdf 
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approaches for emphasizing institutional performance as a factor in resource allocation.  

The Funding Framework and Resource Compact put 5% of the operating budgets at risk. 

In 2013, $1.5M of base funds and $1.5M of state funds were allocated using a performance 

model.  For several years, the Board managed a pool of $500,000 that was used for 

rewarding institutions on a set of student performance indicators selected by system 

campuses. This program was eliminated in 2010 when the Legislature targeted this pool of 

funds during the resolution of the final budget for FY11.   

 

Future 

Board members have voiced some interest in development of a formula that would provide 

a mechanism to request base state resources and that might also be used to drive policy 

goals through accountability and performance.  The formula could be used in conjunction 

with the Board’s targeted appropriation request approach to bolster the base budgets of the 

universities.  For some, the interest in a formula model is a recognition that almost all of 

the dollars received through the appropriation process since FY98 have been for new 

initiatives.  There have been very limited dollars available to shore up the base budget 

commitments to growing operating expense needs or enrollment driven costs.   

 

Any formula model developed today is sure to have a performance component.  The days 

of having a formula that is strictly enrollment driven are gone.  There are many states that 

have performance models in development or operation today that could be adapted to South 

Dakota.  The key is developing a model that is supported by policymakers in a way that 

will bring new money to the system.   

 

Either a performance model or base funding model can also be used to realign dollars 

between the institutions if that is a desired goal.  Funding can be taken away at the 

institutional average and earned at the system average.  If everyone is growing or 

performing, having a pool of money or additional state resources to incentivize the 

institutions is an important element of any model. 

 

Direction 

The Board may want to consider the following questions about university funding levels 

and the path to adopting a formula model: 

 

1. Does the board want to request funding that can be used to address “adequacy” issues 

for BHSU and SDSU? 

2. Does the board want to internally realign dollars to address “adequacy” or fairness 

issues? 

3. Would a formula model lend to the understanding of “adequacy” of funding? 

4. Is the Board interested in looking at a comprehensive formula model?   

5. Can we continue to use University Managed Resources and add a component to 

realign base dollars for enrollment or performance? 

6. Does the board want to take a portion of tuition revenues for the system tuition pool 

so dollars are available to support a formula or performance model? 
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7. Is there some consensus that the Board should develop a performance-based model? 

8. What base dollars would be included in a performance model? 

9. Are there particular outcome measurements that the Board would want to have 

included? 

10. Would we adopt the formula without some level of state funding support? 

11. Is the Board interested in matching new state dollars with base funds and putting them 

at risk based on future performance? 

12. What proportion of the base budgets seems an appropriate amount to put under the 

guise of a performance model?  

13. Would the Board like to see different metrics and weights for the research and 

comprehensive university sectors? 

14. Is there interest in using the model to balance funding levels – as a tool to realign 

dollars? 

15. Does the Board want to see enrollments as part of the model? 

16. What is the timeline for developing the model?  

 

IMPACT AND RECOMMENDATIONS 

The Board should consider a performance model that would commit university dollars and 

would include state dollars as part of the FY20 budget request.   

 

The Board should support the development of a comprehensive funding model that will 

identify base budget needs.  The model could be used to realign state dollars such that 

everyone is fairly funded. 

 

The Board should consider realigning dollars between institutions that have more state 

funding than their peers and those that have less, and request additional dollars for those 

that are behind their peers.   

 

ATTACHMENTS 

 Attachment I - Letter of Intent 

 Attachment II – BOR Base Funding Analysis 

 Attachment III – 2018 Performance Funding Model 

 

2-A%20-%20Letter%20of%20Intent%20on%20Funding%20Per%20FTE.pdf
2A%20-%20BOR%20Base%20Funding%20Analysis%20-%207-18-18.pptx


Joint Committee on Appropriations 
REPRESENTATIVE DAVID ANDERSON, CO-CHAIR 

SENATOR LARRY TIDEMANN, CO-CHAIR

March 26, 2018 

Dr. Michael Rush, Exc. Director     
SD Board of Regents  
306 E. Capitol Ave., Suite 200  
Pierre, SD 57501 

Letter of Intent Regarding the Distribution of General Funds for Each State University Approved in 
the 2018 Session 

Dear Board of Regents Executive Director Dr. Rush:  

This Letter of Intent sets forth a particular view held by the Joint Committee on Appropriations (JCA) 
in approving your appropriation in the 2018 legislative session. As such, this Letter of Intent seeks to 
supplement the appropriation with specific policy guidance as approved on March 26, 2018.    

While the guideline does not have the direct force of statutory law, it rests solidly on a long-standing 
tradition of Legislative-Executive relationships in South Dakota and it will be used by the Joint 
Committee as a basis for the fiscal oversight of your agency and its continued funding.  

The 2018 Legislature approved a total of $128,478,621 in general funds for the operations of all the 
state universities for fiscal year 2019. The appropriated general funds vary widely when looking at 
the amount of general funds per student full-time equivalent (FTE) when excluding high-school 
students. The table below provides the general funds per student FTE appropriated for FY2018 using 
the most recent fall 2017 enrollment numbers.  

The JCA requests the Board of Regents present at the July 2018 JCA meeting regarding the rationale 
for how general funds are distributed among the state universities.  

_______________________________ ________________________________ 

Representative David Anderson   Senator Larry Tidemann  
Lead Co-Chair, Joint Committee on Appropriations Co-Chair, Joint Committee on Appropriation 

cc: Marty Guindon, Auditor General 
Liza Clark, Commissioner, Bureau of Finance and Management 
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Distribution of General Funds

 “The JCA requests the Board of Regents present at 
the July 2018 meeting regarding the rationale for 
how general funds are distributed among the state 
universities.”
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Distribution of General Funds

 Why are there differences in state funding per FTE?

– Board’s role 

– Historical perspective 

– Funding differences - unique missions and cost structures

– Direct appropriations 

– State funding per FTE calculations

3

A
TTA

C
H

M
EN

T II     25



Board’s Role

July 2018
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Distribution of General Funds – Board’s Role

 Board cannot realign general funds per SDCL 4-8A-8

 Board can request realignment from the Legislature

– Under the current funding model has not needed to do that

– Under previous formulas, adjustments were made with tuition

 Board requests budget increases, not all can be funded, all will impact state 
funding per FTE

– Example 1 - Tuition Freeze – Campuses with more resident students got more funding

– Example 2 - PhD. Program funding went to research universities

 Board’s position is that there is rationale for differences

5
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Historical Perspective

July 2018
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Historical Perspective - 1985

 What was the state funding per FTE back in 1985?

FY1985 State Funding Per FTE

State Fund Expenditures Fall 1984 FTE Funding Per FTE

BHSU $ 4,681,673 2,033 $2,303

DSU $ 3,874,709 942 $4,113

NSU $ 5,900,223 2,320 $2,543

SDSM&T $ 7,344,573 2,183 $3,364

SDSU $ 18,823,834 6,653 $2,829

USD $ 16,614,181 5,157 $3,222

7

Note: ADRDL, CES, AES, Med School excluded.
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Historical Perspective - Enrollments
 100% of system enrollment increase has been off-campus

FTE Enrollments On and Off Campus

FY85 FY18 FY85 FY18 Total 

On-Campus On-Campus Change Off-Campus Off-Campus Change Change

BHSU 2,033 1,568 -465 0 1,238 1,238 773

DSU 942 1,089 147 0 900 900 1,047

NSU 2,320 1,231 -1,089 0 700 700 -389

SDSM&T 2,183 2,233 50 0 93 93 143

SDSU 6,653 8,035 1,382 0 2,073 2,073 3,455

USD 5,469 5,084 -385 0 2,389 2,389 2,004

Total 19,600 19,240 -360 0 7,393 7,393 7,033

8
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Historical Perspective - Enrollments

 Why do enrollment changes matter?  

– Off-campus enrollments were deemed self-supporting and not part of formula 
adjustments

– Board used an enrollment driven formula until 2010

– Formula request was rarely funded by the legislature – for those that grew, their 
only increase was tuition

– Adjustments to funding were made by adjusting tuition funds

– General fund changes require legislative approval

– State funding per FTE will change based on enrollments with no action from BOR 
or legislature

9
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Historical Perspective - Enrollments

 100% of system enrollment increase has been in nonresident students

FTE Resident History

FY85 FY18 Resident FY85 FY18 NonRes Total 

Residents Residents Change Nonresidents Nonresidents Change Change

BHSU 1,837 2,000 163 196 806 610 773

DSU 865 1,215 350 77 774 697 1,047

NSU 2,212 1,354 -858 108 577 469 -389

SDSM&T 1,629 1,049 -580 554 1,277 723 143

SDSU 5,006 5,449 443 1,646 4,659 3,013 3,455

USD 4,450 4,781 331 1,018 2,692 1,674 2,004

Total 15,999 15,848 -151 3,600 10,785 7,185 7,033

10
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Historical Perspective - Enrollments

 Why does residency of students matter?  

– Many nonresidents pay a tuition premium

– Increases in funding have not been requested for nonresident students

– When looking at state funding per FTE, considering residency changes the picture  

11
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Historical Perspective - Current Funding Model

– In 2010, SDSU advocated for University Managed Resources 

 The base budgets were frozen and increases were to come from direct appropriations 
and inflation on the operating expense base

 Universities keep their own tuition revenues 

 All presidents agreed with this new model

– No funds have been realigned in the system since 2010, despite enrollment 
changes 

 Campuses with growth live on new tuition dollars

 Campuses with losses keep all state funding to mitigate impact of tuition losses

– State funds are static unless there is a direct appropriation

12
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Structures
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Funding Differences - Unique Missions and Cost Structures

 Carnegie Classification ties into differences

– BHSU, DSU, NSU are classified as Master’s Colleges and Universities – Smaller 
Programs

– USD and SDSU are classified as Doctoral Universities – Higher Research Activity

– SDSM&T is classified as Special Focus Four-Year – Engineering School

– The classifications are based on the numbers of degrees granted by level –
doctorate, masters, or baccalaureate

14
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Funding Differences - Unique Missions and Cost Structures

 Salaries tend to be higher at Research and Special institutions

– Faculty are more likely to be engaged in research 

– Salaries for all disciplines influenced by type of institution

 Economies of scale exist for larger institutions

– All schools must provide similar resources, usually at a higher cost per FTE for 
smaller schools

 Infrastructure needs are very different

– Research facilities and equipment are very expensive

– Start-up packages for faculty researchers are significant

15

A
TTA

C
H

M
EN

T II     37



Funding Differences – Graduate Education

 Graduate education far more expensive

 SDSM&T STEM degrees are all high cost

FY17 Awarded Degrees

Master’s 
Degrees

PhD, EdD, Spec, 
First–Prof Total % of Total

BHSU 89 0 89 5.5%

DSU 87 10 97 6.0%

NSU 67 0 67 4.1%

SDSM&T 89 15 104 6.4%

SDSU 307 144 451 27.7%

USD 558 262 820 50.4%

Total 1,197 431 1,628

16
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Funding Differences - Research Mission

 Research activity requires a support system including research 
facilities, equipment, graduate assistants, qualified personnel, etc.

FY17 Expenditures from Grant and Contracts

Dollars % of Total

BHSU $3,885,286 4.9%

DSU $5,423,789 6.9%

NSU $2,172,326 2.8%

SDSM&T $14,322,115 18.2%

SDSU $28,150,195 35.8%

USD $24,765,988 31.4%

Total $78,719,699

17

Note:  AES and Coop. Ext. excluded. Medical School included.
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Funding Differences - Direct Appropriations 

 The Board stopped using the funding formula as a budget request 
driver in 1998

– Formula funding requests better aligned state funding with enrollments

 Requests were rarely funded

– Campuses with enrollment increases lost ground on state funding per FTE

– Campuses with enrollment losses gained on state funding per FTE

 The agreement was to use direct appropriation requests and get 
annual adjustments to the operating base budget based on inflation

18
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Funding Differences - Direct Appropriations 

 Direct appropriations are directed at specific programs at a given 
campus or campuses

 Direct appropriations have a long history, even when BOR was using a 
funding formula

– Request for new academic programs

– Meet new regulation or federal compliance 

– Address states needs, such as nursing expansion or NSU – E-Learning

 Funding at the same rate per student FTE would wipe out years of 
decisions by Board and Legislature

19
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State Funding per FTE Calculations

 Using only state funding and student FTE to determine necessary 
funding does not consider the unique differences of the universities

 Oversimplifies the programs, revenues and operations of the 
institutions

 Economies of scale impact the cost structure of the schools

 Wipes out years of decisions by Board and Legislature

21
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State Funding per FTE Calculations
 General Funds per FTE Student – FY19 Budget Briefing 

Note:  NSU excludes K12 E-Learning, SDSU excludes, AES, Coop. Ext. and ADRDL, and USD excludes Med and Law.

State Funding Per FTE

FY14 FY15 FY16 FY17 FY18

BHSU $2,677 $3,155 $3,294 $3,581 $3,610

DSU $4,918 $5,323 $5,182 $5,281 $5,011

NSU $5,379 $5,591 $6,614 $7,561 $7,166

SDSM&T $6,884 $6,873 $7,042 $7,111 $7,232

SDSU $3,797 $4,245 $4,468 $4,654 $4,476

USD $5,305 $5,879 $6,082 $6,190 $6,095

USD-Med $15,596 $17,086 $17,315 $18,598 $17,698

USD-Law $5,190 $5,814 $5,186 $5,904 $6,255
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State Funding per FTE Calculations

 Comments about State Funding Per FTE Table

– Significant changes are the result of enrollment changes and not funding changes 

– The table excludes high school enrollments which must be supported just like all 
other students, but at a lower revenue per credit

– A significant portion of the differences in funding can be explained by direct 
appropriations

23
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State Funding per FTE Calculations – Different Views

 Started with the General Fund Appropriations from FY18

 Identified all direct base appropriations back to FY84; these are 
appropriations that were specific to a campus

 We removed all of these direct appropriations, because these 
decisions impacted the universities very differently and usually 
funded specific programs

 We converted the appropriations to current dollars to account for 
inflation 

24
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State Funding per FTE Calculations – Different Views

State Funding Less Direct Appropriations Since 1984

*   Adjusted base budget excludes Coop. Ext, AES, ADR&DL

25

FY18 General Fund 
Base

Less Direct
Appropriations in 

Current $$
Adjusted Base 

Budget

BHSU $9,552,983 ($182,589) $9,370,394 

DSU $9,746,276 ($3,549,164) $6,197,112 

NSU $14,639,470 ($3,494,618) $11,144,852 

SDSM&T $16,703,197 ($3,039,381) $13,663,816 

SDSU* $44,533,464 ($2,905,127) $41,628,337 

USD $35,263,103 ($2,691,310) $32,571,793 

USD Med $22,794,382 ($9,821,464) $12,972,918 

USD Law $1,175,946 $0 $1,175,946 
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State Funding per FTE Calculations – Different Views

State Funding Less Direct Appropriations since 1984  
State Funding Per Student FTE

Adj. General
Fund 

Appropriations
Total Student FTE 

Fall 2017
Funding 
per FTE

BHSU $9,370,394 2,806 $3,339

DSU $6,197,112 1,989 $3,116

NSU $11,144,852 1,930 $5,775

SDSM&T $13,663,816 2,327 $5,872

SDSU* $41,628,337 10,108 $4,118

USD $32,571,793 5,997 $5,431

USD Med $12,972,918 1,287 $10,080

USD Law $1,175,946 188 $6,255

26

*   Adjusted base budget excludes Coop. Ext, AES, ADR&DL
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State Funding per FTE Calculations – Different Views

State Funding Less Direct Appropriations since 1984  
State Funding Per Resident FTE 

27

Adj. General
Fund 

Appropriations
Total Resident FTE 

Fall 2017
Funding 
per FTE

BHSU $9,370,394 2,000 $4,685

DSU $6,197,112 1,215 $5,101

NSU $11,144,852 1,354 $8,231

SDSM&T $13,663,816 1,049 $13,026

SDSU* $41,628,337 5,449 $7,640

USD $32,571,793 3,729 $8,735

USD Med $12,972,918 922 $14,070

USD Law $1,175,946 130 $9,046

*   Adjusted base budget excludes Coop. Ext, AES, ADR&DL
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*   Adjusted base budget excludes Coop. Ext, AES, ADR&DL

State Funding per FTE Calculations – Different Views 

General, Tuition and Fees  
FY17 Funding per Student FTE

28

FY17 General
Fund Base Tuition & Fees

Total Educational 
Resources

BHSU $9,613,883 $23,320,381 $32,934,264 

DSU $9,670,836 $18,438,352 $28,109,188 

NSU $11,904,171 $14,301,278 $26,205,449 

SDSM&T $16,686,093 $28,553,508 $45,239,601 

SDSU* $44,429,363 $102,321,964 $146,751,327 

USD $34,968,865 $61,577,978 $96,546,843 

USD Med $22,912,215 $13,809,693 $36,721,908 

USD Law $1,175,946 $3,931,599 $5,107,545 
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State Funding per FTE Calculations – Different Views 

General, Tuition and Fees and Indirect Resources 
FY17 Funding per Student FTE

Total Resources excludes NSU K12 E-learning, SDSU ADRDL, SDSU Extension, SDSU AES. Tuition and Fees include state and self 
support, USF, GAF, discipline, delivery,  lab, vehicle, student  charges, and international student fees.  

29

Total 
Educational 
Resources

Total Student FTE 
Fall 2016

Funding 
per FTE

BHSU $32,934,264 2,825 $11,658

DSU $28,109,188 1,897 $14,818

NSU $26,205,449 1,953 $13,418

SDSM&T $45,239,601 2,394 $18,897

SDSU $146,751,327 10,130 $14,487

USD $96,546,843 5,980 $16,145

USD Med $36,721,908 1,232 $29,806

USD Law $5,107,545 188 $27,168
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Board of Regents History and Next Steps

 Historically the board has used 4 different funding models that realigned 
tuition dollars

 Board requested the Legislature move $500,000 to BHSU for FY13

 Current funding model does not realign budgets at request of presidents

 Board has proposed performance models to the Legislature 

 Plans to revisit previous funding formulas and consider new formulas

 Budget requests may be driven by funding differences in the future

 May again request change to SDCL 4-8A-8

 “Funding Adequacy” focus of 2018 August Retreat
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Overview 
 

 

Under the proposed model, South Dakota’s six public universities would be measured annually using four 
performance indicators: degrees awarded, FTE enrollment, grant and contract expenditures, and retention rates. 
Figures for each measure would be averaged over the most recent three-year period (i.e., “Period B”) and then 
compared against the previous three-year period (i.e., “Period A”). The differences between an institution’s 
Period B and Period A measurements for all four indicators would be rescaled into a common “performance 
unit” metric to enable comparability. If a given university generates a net gain of performance units, it would 
receive additional base funds (per earned performance unit). If the university generates a net loss of 
performance units, a corresponding quantity of base funding would be lost. 

 

Methodology I – Basic Features 
 

 

The proposed model is based on four core indicators. Each indicator is included in the model due to its close 
association with one or more of university system’s strategic priorities. 

 Degrees Awarded (Weighted). Graduates are perhaps the most basic deliverable of any degree- 
granting institution. Indeed, some measure of graduate production is included in almost every 
postsecondary performance model in use today. By helping more students to complete college 
degrees – and in particular, degrees in high-priority fields – the university system not only would 
facilitate greater student achievement, but also would advance the state’s economic and workforce 
development interests. The proposed model uses a weighted degree metric that assigns specific 
weights based on graduates’ degree levels and fields of study. Higher degree levels (e.g., 
doctorates) and high-demand fields of study (e.g., STEM disciplines) would be given greater 
weight than lower-level, lower-demand fields. Fields with higher weight values include 
accounting and finance, computers and information technology, health professions, STEM 
professions, and teacher education. 

 FTE Enrollment. Full-time equivalent (FTE) enrollment is a central indicator of instructional 
activity in the university system. By dividing attempted credit hours by established divisors, FTE 
enrollment figures express university credit hour delivery in terms of “full-time equivalent” units 
that control for enrollment intensity. For instance, an undergraduate student taking 15 credit 
hours is considered to be a 1.00 FTE student, whereas an undergraduate taking only 12 credit 
hours is considered to be a 0.80 FTE student. In this way, FTE enrollment figures express student 
enrollments in comparable terms. 

 Grant and Contract Expenditures. University research typically is sponsored through awards 
from federal, state, and private sources, and often provides both immediate (e.g., employment) 
and long-term (e.g., commercialization) economic benefits to the state. In the proposed model, 
research activity is measured via grant and contract expenditures, which are directly indicative of 
the extent of campus-level research activity. 

 Retention Rates. Student retention is a fundamental student success indicator in that 
discouraged students who drop out of college after the first year may never return to complete a 
degree. Stated simply, a university’s “retention rate” refers to the percentage of first-year students 
who return for a second year of college. As such, retention rates represent an “intermediate” (i.e., 
immediate term) performance metric. “Retention rate” is defined in the model as the proportion 
of first-time, full-time, bachelor’s degree-seeking students who – after starting at a regental 
institution in a given fall term – return to enroll in any regental institution the next consecutive 
fall term. 
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The computational approach of the proposed model is straightforward.  For each outcome measure, 
the model compares each university’s most recent three-year average to its previous three-year average. 
For example, a given university’s weighted degrees, FTE enrollments, grant and contract expenditures, 
and retention rates for FY2015-FY2017 would be compared against analogous figures from FY2012- 
FY2014. Institutions whose composite productivity is higher in the more recent period would be 
awarded new base dollars; institutions whose productivity falls would be required to yield a 
commensurate amount. Three-year time windows would advance on a rolling basis, meaning that 
universities would always be assessed using the newest available data. 

 

Methodology II – Computational Overview 
 

 

 
A major task of designing a multi-measure system is the development of a method by which indicators 
can be translated into comparable units. For example, how does a $1 million uptick in grant and 
contract expenditures compare to a 2.50 percent improvement in retention rate? How are they to be 
monetized? The proposed model addresses this issue by applying a rescaling procedure much like 
that used by other states (notably, Tennessee). Change factors (i.e., the measured year-to-year 
differences in weighted degrees, FTE enrollments, grant and contract expenditures, and retention 
rates) are divided by specific “unit definitions” that signify a roughly similar degree of change. By 
dividing change factors by their unit definitions, measured differences are converted into a common 
scale of “performance units.” 

 
Next, performance units (which may be positive or negative) are multiplied by a fixed “dollars per 
performance unit” value to determine the total performance award for each campus. This dollar 
amount may be set at $20,000 during the first year, and subsequently would be indexed to a standard 
measure of inflation (e.g., CPI, HEPI).1 

 
Hypothetical unit definitions – which express the proposed model’s relative valuation of progress 
across the four indicators – are given in Table 1. Summarized in words, this table shows that 
institutions could earn (or lose) one performance unit (worth $20,000) for every: 

 
1) gain/loss of five weighted degrees, 

2) gain/loss of 20 in FTE enrollment, 
3) gain/loss of $250,000 in grant and contract expenditures, and 
4) gain/loss of 0.25% in retention rate 

 
Note that performance units can be fractional, meaning that proportional credit will be given for 
partial performance units. 

Table 1 
Hypothetical Unit Definitions 

 

Indicator Unit Definition 

Weighted Degrees 5 

FTE Enrollment 20 

Grant and Contract Expenditures $250,000 

Retention Rate 0.25% 
  

 

1 The figure of $20,000 represents the approximate average general fund expenditure per weighted degree produced in 
the university system from FY2015-FY2017. 
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Consider a hypothetical example, focusing for now on just one indicator. From FY2012-2014 to 
FY2015-2017, ABC University increased its average number of weighted degrees from 600 to 630. In 
this simplified scenario, the performance award generated by ABC University would be: 

 
 
 

1) Change Factor 
 

 
 
 
 
 

 

2) Performance Units 
 

 
 
 
 
 

 

3) Performance Award 
 

 
 
 
 
 

Overall then, ABC University would earn $120,000 for its improvement in graduate production. Similar 
calculations would be done to determine performance awards for FTE enrollment, grant and contract 
expenditures, and retention rates. The sum of these four performance awards would constitute the 
net performance award for ABC University. 

 
It should be pointed out that the above calculation produces negative values in instances where change 
factors are negative. For instance, had ABC University seen its number of weighted degrees fall by 30 
instead of rise by 30, it would be asked to yield (rather than gain) $120,000. That declining 
performance would result in the loss of funding under this system serves as the proposed model’s 
principal accountability check. 

6 x $20,000 = $120,000 

30 ÷ 5 = 6 

630 – 600 = 30 

 
Subtract previous three-year average 
(600) from most recent three-year 

average (630) 

 
 

Divide the change factor (30) by the 
relevant unit definition (5) 

 
Multiply the number of performance 
units (6) by the dollars per award 

($20,000) 
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Methodology III – Measures in Detail 
 

 

 
Clarifying descriptions of each performance indicator are given below. 

 

 Weighted Degrees 

Basis of Comparison and Data Source 

The proposed model compares average weighted degrees from the most recent three-year 
period to the analogous total from the previous three-year period. Graduate production data 
are provided by Regents Information Systems. 

 

“Weighted Degree” Definition 

Degree Level Weighting. Graduates are classified according to one of four possible degree 
levels: associate, bachelor’s, master’s/specialist’s, and doctoral/first-professional. Specific weighting 
coefficients express the relative valuation of completers at each degree level. For example, a 
bachelor’s degree completer may be valued at an amount 1.50 times higher than that of an 
associate degree completer. 

 

Field Type Weighting. Graduates are classified according to one of two possible field types: 
regular or premium. The distinction between these groups is made on the basis of CIP codes (as 
codified in the 2010 definitions from the National Center for Education Statistics). Premium 
fields represent key workforce development priorities for the State of South Dakota. A 
premium field weighting coefficient specifies the relative valuation of completers in each field 
group. For example, a graduate from a premium field – such as engineering – may be valued 
at an amount 2.00 times higher than an analogous graduate from a regular field (such as general 
studies). Premium fields include the following broad categories: accounting and finance, 
computers and information technology, health professions, STEM professions, and teacher 
education. 

 
Composite Weighting System. The two weighting sources described above are combined 
into a single mechanism that computes a total “weighted degrees” figure. Weighted degrees 
are simply weight-adjusted graduate counts. One weighted degree is the computational 
equivalent of one regular associate degree completer; completers from higher degree levels 
and/or premium fields are weighted in order to express differential value in the model. Table 
2 provides a summary of hypothetical weighting coefficients for each degree level and field 
type. This table shows the combined effect of the simultaneous weighting of degree level and 
field type. 

 

Table 2 
Hypothetical Weighting Coefficients 

 

Level Regular Premium 

Associate’s degree 1.00 2.00 

Bachelor’s degree 1.50 3.00 

Master’s/Specialist’s degree 1.75 3.50 

Doctoral/First-Professional degree 2.00 4.00 
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Unit Record Unduplication 

Graduates are tallied at the degree major level, but subsequently are unduplicated at the 
completion level by student identification number, institution, graduation term, and degree 
level. This process assures that an institution may count each student only once per degree 
level per graduation term. For example, a student graduating from USD in May 2018 with a 
BA in anthropology and a BS in biology would be counted only once in the proposed model. 
In the unduplication procedure, premium field records are retained over regular records. 

 
 

 FTE Enrollment 

Basis of Comparison and Data Source 

The proposed model compares the average total FTE enrollment from the most recent three- 
year period to the analogous average from the previous three-year period. FTE enrollment 
data are taken directly from the Fall Total Full-Time Equivalent Enrollment table in the SDBOR 
Fact Book. 

“FTE Enrollment” Definition 

Full-time equivalent (FTE) enrollments are calculated by dividing enrolled credit hour totals 
by a set of fixed divisors. Credits are partitioned by student class level, each with its own 
divisor (see Table 3). Once calculated at each class level, FTE figures are summed to arrive at 
a total FTE enrollment figure. All FTE enrollment figures used in the proposed model are 
based on credit hour data sourced from fall term census date extracts. 

 
Table 3 

SDBOR FTE Divisors 
 

Student Class (Extract) Divisor 

Undergraduate, Law 15.0 

Graduate 12.0 

Medicine 19.0 

Audiology 13.0 

Physical Therapy 19.3 

Pharmacy 17.3 

Nurse Practitioner 13.3 
 
 

 Grant and Contract Expenditures 

Basis of Comparison and Data Source 

The proposed model compares average grant and contract expenditures from the most recent 
three-year period to the analogous total from the previous three-year period. Expenditure 
data are taken directly from the Expenditures from Grants and Contacts table in the SDBOR Fact 
Book. 

 

“Grant and Contract Expenditures” Definition 

“Grant and contract expenditures” include all restricted non-appropriated grant and contract 
expenditures (including ARRA grants), except: 

 American Recovery and Reinvestment Act Stabilization dollars 

 Federal, state, or private resources expended as scholarships 

 Federal financial aid to students 
 Expenditures by AES, CES, SSOM 
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 Retention Rate 

Basis of Comparison and Data Source 

The proposed model compares the average retention rate from the most recent three-year 
period to the analogous average from the previous three-year period. Retention data are taken 
directly from the Retention of New Degree Seeking Undergraduates table in the SDBOR Fact Book. 

 

“Retention Rate” Definition 

For any given institution, the fall term cohort of all first-time, full-time, bachelor’s degree- 
seeking students is identified. This starting cohort includes students beginning their studies 
either in the fall term or in the preceding summer term. Using this starting cohort, census 
date extracts from the following fall term are reviewed to determine which students continued 
to enroll at any regental university. An institution’s basic retention rate for a given year is 
calculated by dividing the number of students retained by the number of students in the 
starting cohort. 

 

The proposed model places nearly all weight on performance change. However, because the 
model seeks to recognize universities already achieving high retention performance, limited 
weight also is placed on an institution’s baseline retention. The exact weighting balance between 
retention change and baseline retention is assigned through an exponential weighting function, 
and varies according to an institution’s baseline retention. For instance, an institution with 
relatively high baseline retention (e.g., 80 percent) would receive greater weight on baseline 
retention than would an institution with relatively low baseline retention (e.g., 60 percent). For 
institutions with low baseline retention, virtually all performance awards would be earned from 
performance change alone. 
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Appendix A 

Glossary of Terms 
 

 

 
Change Factor 

A “change factor” is the arithmetic difference between two separate observations of a 

particular performance metric. For example, an institution that raises its retention rate from 

73.0% (average of the previous three years) to 75.0% (average of the most recent three years) 

would have a change factor of 2.0 for the retention indicator. Change factors can be either 

positive or negative values, depending on the direction of change. 

 
Dollars per Performance Unit 

This is the dollar amount either issued or reclaimed for every performance unit generated by 

an institution. This dollar amount may be set at $20,000 during the first year, and subsequently 

would be indexed to a standard measure of inflation (e.g., CPI, HEPI). 

 
Performance Award / Net Performance Award 

The net performance award is the sum of dollars earned or relinquished by an institution as 

accumulated through its individual performance awards across each of the four performance 

indicators. For example, an institution earning +$50k on the basis of weighted degrees, +$25k 

on the basis of FTE enrollment, –$10k on the basis of grant and contract expenditures, and 

+$25k on the basis of retention rate would generate a net performance award of $90,000. 

 
Performance Unit 

This is a common unit of measurement for all performance indicators. Using a table of unit 

definitions, change factors for individual performance indicators are converted into a common 

performance unit scale that allows for the quantitative comparison and monetization of 

metrics from dissimilar units of measurement. 

 
Unit Definition 

Unit definitions are the coefficients that allow for the translation of change factors into the 

shared scale of performance units. For any particular performance indicator, the change factor 

(numerator) is divided by a unit definition (denominator) to render that performance indicator 

on a performance unit scale. In other words, unit definitions describe “equivalent” values – 

for monetization purposes – of each performance indicator. 

ATTACHMENT III     60


	2-A - Funding Adequacy in the Regental System
	2-A - Attachment I - Letter of Intent on Funding Per FTE
	AppsMinutes03262018
	FINAL DOC Lean Audit
	FINAL BOA LEAN
	FINAL Rural Family Medicine Residency LOI
	FINAL Automated LockBox LOI
	FINAL Credit Card Payments LOI
	FINAL Distribution of GF for Universities LOI
	FINAL Veterans' Cemetery
	FINAL ATG Opioid Lawsuit LOI
	FINAL DPS LOI
	FINAL State Aid Distribution
	FINAL Provider Inflation LOI
	FINAL Provider Inflation LOI
	Final Provider Inflation LOI
	14.  DRAFT Provider Inflation LOI
	LOI Attachments on Provider Inflation 19
	2019

	LOI Attachments on Provider Inflation
	2018




	FINAL State Employee Salary Policy LOI
	FINAL DSS and DHS Admin Rule Change LOI
	FINAL Lake Area Technical Institute

	2-A - Attachment II - BOR Base Funding Analysis - 7-18-18
	2-A - Attachment III - 2018 Performance Funding Model



