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Executive Summary  

Indiana was one of seven states selected by Lumina Foundation in 2009 to launch a statewide 

initiative to increase productivity in higher education. This report summarizes Indiana’s 

achievements and its challenges in advancing productivity and increasing completions during 

the grant period. 

SPEC Associates has been funded by Lumina to be the third-party evaluator of this 

productivity work since 2008. The seven states participating in Lumina’s productivity 

initiative were Arizona, Indiana, Maryland, Montana, Ohio, Tennessee, and Texas. 

Indiana built on its strong history in performance funding during the grant period and created 

new student financial aid incentives to support on-time completion. The state’s innovations in 

both of these areas bear watching over the next several years, particularly their impacts on 

institutional actions and student outcomes.  

The state adjusted its performance-funding formula several times during the grant period, and 

added more weight to reward institutional efforts to graduate more students. The Legislature 

increased performance funding from about 1% to 5.5% of its total allocations to higher education 

from the 2007-2009 to the 2013-2015 biennia. In 

addition to using its performance formula to 

distribute funding to institutions, the state also 

used it to determine the extent of budget cuts to 

individual institutions during the state’s economic 

recession, making it the only state among the 

seven to use performance metrics to downsize 

institutional budgets.  

Indiana also revised its student financial aid 

incentives twice to support on-time completion. 

After making changes to need-based grants in 

2011 that had potential adverse effects for some 

low-income students, the Legislature revised the 

aid program again in 2013, based on 

recommendations from the Indiana Commission 

for Higher Education. The Commission had 

engaged with higher education leaders to develop 

an innovative approach that provides incentives 

for quicker completion, as well as a base level of 

need-based aid.  

 

Institutional Innovations Reported 

as a Result of Performance 

Funding 

Several reported that campuses are 
responding to the formula’s incentives. For 
example: 

 Several institutional leaders reported 
their campuses adopted innovations in 
financial aid and tuition policies to 
increase completion rates. 
 

 Indiana University reportedly gave pay 
incentives for academic advisors to 
encourage them to advise students to 
take more than the minimum 12 units 
needed for “full-time” enrollment under 
financial aid rules, so that students would 
be more likely to graduate within four 

years. 
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The changes include:  

 Higher levels of aid for those who complete at least 30 credits per year, while still 

providing base scholarship amounts for those completing 24-29 credits per year, tying 

aid to completion for the first time in state history.  

 An additional bonus for students completing 39 credit hours after the first year and 78 

credit hours after the second year. 

 Extra incentive funds for those who maintain a grade point average of 3.0 or above.  

Since the end of data collection for this evaluation, the 2014 Legislature called for the 

Commission for Higher Education to conduct a study of part-time student financial need and 

ways to improve graduation rates of part-time students. The Commission is still working 

through issues of how to apply four-year eligibility to part-time students. 

Challenges and Opportunities for Performance Funding 

Performance funding has met with some concerns in 

Indiana. In earlier iterations of the formula, some of 

the most productive institutions as measured by 

graduation rates received smaller rewards while 

those with lower on-time graduation rates received 

higher amounts. Subsequent changes to the formula 

attempted to ameliorate concerns, such as measuring 

progress against only that institution's past 

performance. From a productivity perspective, completion metrics such as rewarding 

institutions partially based on improvements in the total number of degrees granted, are not 

efficiency related as they favor overall degree production, no matter how long it took for the 

student to graduate. Other aspects of the formula, however, do reward efficiency and 

effectiveness, such as changes in on-time graduation rates, a student persistence incentive 

(non-research campuses) and a remediation success incentive (two year campuses).  

Some higher education leaders noted that enrolling and educating adult students is not a 

recognized metric for performance funding, yet it will be increasingly important for the state, 

since demographic projections suggest declines in the number of traditional college-age 

students over the next decade. The diminishing number of traditional college-age residents 

and the performance-funding formula’s rewarding of on-time completions may generate 

discussions on ways institutions can help more adult students make progress toward earning 

credentials. The Commission for Higher Education has pushed for changes in course structure 

and academic support to allow adults, even those with jobs and families, to attend full time and 

finish faster. 

  

Some higher education leaders said that 
Indiana needs to slow down its changes 
to performance funding and determine if 
its current approach is working before 

modifying it further.  
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Indiana’s history and experience with performance funding suggest the following important 

considerations for all states:  

 Create appropriate metrics that fairly reward different institutional missions.  

 Align state priorities with performance criteria.  

 Determine the most appropriate measurement timeframe.  

 Engage higher education leaders in determining performance-funding formulas. 

 Address concerns about threats to academic quality.  

 Determine the appropriate share of state funding devoted to performance.  

 

College Affordability Remains a Challenge  

Indiana has long been a high-student aid and high-tuition 

state, but economic pressures have altered this tradition. 

During the grant period, several public universities used 

tuition discounts to promote student completion. They 

also took some limited actions to hold down tuition 

increases. Nonetheless, the overall price to students of 

attending Indiana public institutions increased 

substantially over the last decade, straining financial aid 

allocations. The Commission for Higher Education 

published school and major-specific Return on 

Investment reports and asked all public colleges and 

universities to set targets for cost per degree, an exercise 

that may bring new actions by the state to understand and 

manage its expectations for higher education.  

A pressing need, now that many state policies have 

changed, is to gather and share information about the 

relationship between these recent developments and 

changes in institutional behaviors and student outcomes. 

Another pressing need is to encourage discussion and 

action concerning the state’s balance among state 

appropriations, tuition levels, and financial aid so that Indiana can meet its completion goals. 

Historically, compared to other states Indiana has been relatively generous in awarding 

financial aid to students and frugal in direct state appropriations to higher education 

institutions (see sidebar).  

Other State Actions  

The statewide role of Indiana’s regional four-year campuses was examined and clarified 

during the grant period. Public Agenda, a nonpartisan research and public engagement 

organization, conducted stakeholder engagement research and technical assistance including 

student feedback about their transfer and completion experiences. The major university 

Indiana’s Rankings in Need-based 

Financial Aid and Appropriations  

2010-11:  6th in the nation and 1st in the 
Midwest in total need-based financial aid 
expenditures per full-time equivalent 
undergraduate student.  

2012:  14th in the nation in financial aid 
awards. 

2013:  44th in the nation in higher 
education appropriations for operating 
expenses per full-time equivalent 
student. 

Sources: National Association of State Grant 
and Aid Programs, 42nd Annual Survey 
Report on State-Sponsored Student 
Financial Aid, 2010-11 and 43rd Annual 
Survey Report on State-Sponsored Student 
Financial Aid, 2011-2012 Academic Year; 
State Higher Education Executive Officers, 
State Higher Education Finance, FY 2013. 
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systems agreed to move their associate degree programs to the state’s community college 

system, Ivy Tech Community College of Indiana. Ivy Tech also committed to delivering all 

remedial courses in the state. These changes were consistent with the productivity initiative. 

Indiana also revitalized its existing relationship with Western Governors University to provide 

expanded opportunities for residents to earn competency-based degrees. 

The Legislature and Commission for Higher Education were active during the grant period, 

collaborating on legislation and policies aimed at capping the number of credit hours required 

for graduation and strengthening articulation agreements to facilitate transfer for community 

college students seeking to enter four-year public universities. In 2013, the Legislature passed 

a law requiring creation of single articulation pathways that transfer 60 credit hours for 

specific majors seamlessly among public institutions statewide. Also in 2013, the Commission 

revised its policies bolstering regional campuses’ ability to collaborate on course offerings, co-

requisite remediation and messaging related to transfer. In addition, the state’s ability to link 

state financial aid to academic attainment and completion was strengthened by a new law that 

gave the Commission for Higher Education greater authority over financial aid policy by 

merging into it the previously separate State Student Assistance Commission of Indiana.  

In line with the productivity work, Indiana also developed a new strategic plan in 2012, with 

completion, productivity, and quality as its three areas of focus. The plan, Reaching Higher, 

Achieving More, featured a statewide goal to have 60% of the state’s working-age population 

with a college degree or certificate by 2025, and identified measures to assess progress toward 

the goal. 



 

  

Contents 

 

Executive Summary .................................................................................................................................................................. i 

Introduction  .............................................................................................................................................................................. 1 

I. Indiana’s Achievements in Four Steps to Finishing First  ................................................................................... 4 

Step 1: Performance Funding ....................................................................................................................................... 7 

Step 2: Student Incentives ........................................................................................................................................... 17 

Step 3: New Models......................................................................................................................................................... 30 

Step 4: Business Efficiencies ....................................................................................................................................... 41 

II. Insights across the Four Steps .................................................................................................................................... 45 

Overall Takeaways ........................................................................................................................................................... 45 

Factors Likely to Impact Indiana’s Productivity Work  .................................................................................... 47 

Sustainability and Transferability ............................................................................................................................. 51 

Appendix I: Acknowledgments ........................................................................................................................................ 53 

Appendix II: Methodology .................................................................................................................................................. 55 

Endnotes ................................................................................................................................................................................... 58 

 

  



 

  

 

 



1 

Introduction 

Since 2008, Lumina Foundation has invested in Indiana's efforts to increase productivity in 

higher education. Lumina’s investment was part of a multistate initiative that focused on 

improving productivity in higher education by supporting statewide and systemwide 

efforts to enroll and graduate more students without increasing the cost per degree. 

Indiana was one of 11 states to receive a learning year 

grant from Lumina in 2008. Indiana was also one of seven 

states selected for a four-year implementation grant in 

2009. During the grant period, Lumina developed and 

refined its productivity agenda called “Four Steps to 

Finishing First in Higher Education” and asked the states to 

develop strategies aligned with these four areas:1 

1) PERFORMANCE FUNDING Targeted incentives for colleges and 

universities to graduate more students with 

quality degrees and credentials. 

2) STUDENT INCENTIVES Strategic use of tuition and financial aid to 

incentivize course and program completion. 

3) NEW MODELS Lower-cost, high-quality approaches substituted 

for traditional academic delivery whenever 

possible to increase capacity for serving students.  

4) BUSINESS EFFICIENCIES Business practices that produce savings to 

graduate more students. 

Indiana’s productivity work sought to build on the state’s 

performance funding history by engaging stakeholders in the 

development of new criteria and raising the proportion of 

state funding awarded based on those criteria. The state’s 

grant also featured support for:  

 A study of the productivity-related innovations at

regional campuses, with a focus on the partnership

between Indiana University East and Ivy Tech

Richmond and on expanded transfer at all regional campuses.

 Two Trustees Academies and ongoing outreach and communications to inform

institutional board members about productivity-related issues.

"Respondents" and 
"interviewees" referred to in this 
report include state policymakers 
and their staff, higher education 
administrators and faculty, 
business representatives, 
national experts, and others.  

Seven states received 

implementation grants: 

Arizona, Indiana, Maryland, 
Montana, Ohio, Tennessee, and 
Texas 
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Partially as a result of working 

with Lumina, Indiana developed a 

new strategic plan in 2012, with 

completion, productivity, and 

quality as its three areas of focus. 

The plan, Reaching Higher, 

Achieving More, featured a 

statewide goal that 60% of the 

state’s working-age population 

have a college degree or certificate 

by 2025, and identified measures 

to assess progress toward that 

goal.  

During the grant period, Indiana’s 

productivity work also expanded 

in other ways to include: Lumina 

support, separate from the 

implementation grant, for start-up 

costs of Western Governors 

University, Indiana (WGU-

Indiana); new financial incentives 

in the state’s need-based aid 

programs for students to 

complete; and new policies to 

improve articulation and transfer.  

Indiana’s productivity work was 

overseen by a grant team 

managed by the Indiana Chamber 

of Commerce Foundation, in 

collaboration with the Indiana 

Commission for Higher Education. 

The state grant core leadership 

team included the higher 

education commissioner, the vice 

president for policy at the Indiana 

Chamber of Commerce, and a 

representative of the Governor’s 

Office.  

As well as receiving grant funding, 

Indiana also received access to 

resources associated with the 

Strategy Labs Network Resources  

Available to States 

 
Strategy Labs activities included telephone, online, and 
in-person meetings with individuals and groups; 
convenings within states, across states, and nationally; 
and nonpartisan research and information, such as 
policy briefs, reports, and state-specific analyses. HCM 
Strategists served as the primary conduit of technical 
assistance in the states, and other national organizations 
provided resources through the Strategy Labs. Many 
organizations contributed to the states’ work. Overall, 
organizations supporting the Strategy Labs included: 
 
HCM Strategists: National intermediary for the 
productivity policy work; managed the advisors in the 
seven states; provided policy experts, technical 
assistance, report writing; and organized cross-state 
convenings. 
 
Public Agenda: National intermediary for engaging 
college and university leaders, faculty, and staff in efforts 
to increase productivity. Provided research, stakeholder 
engagement and capacity-building assistance to elevate 
the voices of students, faculty, employers and 
institutional practitioners to support states’ progress.  
 
SPEC Associates:  National evaluation firm, providing 
real-time insights used to develop and manage the work 
across states. 
 
National Governors Association Center for Best 
Practices: Advised the intermediaries and developed a 
set of high-level metrics for policymakers to evaluate the 
return on public investments in higher education.  
 
Institute for the Study of Knowledge Management in 
Education: Provided workshops for change and hosted 
the online Knowledge Collaborative to facilitate 
information sharing and peer learning. 
 
Catalytica: Facilitated the use of video-based stories for 
individual, organizational, and community transformation.  
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initiative, including participation in a Strategy Labs Network. The Strategy Labs Network is 

Lumina’s method for delivering contextualized, just-in-time technical assistance, 

engagement opportunities, and support to state policymakers and higher education system 

leaders—so as to catalyze policy action in the Four Steps. Indiana’s leaders participated in 

telephone, online, and face-to-face meetings in the state and nationally. Examples of 

Indiana’s Strategy Labs Network engagement include: participation in a site visit to discuss 

Tennessee’s performance-funding model, hosting a national webinar about websites that 

facilitate student transfer, receiving technical assistance around performance funding 

metrics in other states, and participation in a “how to” peer-based technical support 

workshop on competency-based three-year degrees. 

In 2008, Lumina asked SPEC Associates (SPEC) to evaluate its investments in Indiana and 

the other six states participating in the initiative. This report presents SPEC’s findings and 

analysis regarding the state’s achievements. Data collection for this evaluation ended in 

December 2013. 

Beyond describing what Indiana accomplished, SPEC examines factors that appeared to 

contribute to and/or challenge this work. The first section of this report focuses on the 

state’s activities and outcomes within the initiative’s agenda for change: the Four Steps to 

Finishing First. The second section provides insights about the state’s experiences across 

the Four Steps, including identifying some challenges and opportunities facing Indiana that 

extend beyond the scope of Lumina’s investments. Many individuals and organizations 

contributed to this evaluation and they are listed in Appendix I. Appendix II describes the 

evaluation methodology. SPEC’s evaluation reports from the other six states as well as 

cross-state evaluation reports can be found at www.specassociates.org. 

Any conclusions presented in this report are those of SPEC Associates and are not meant to 

represent the opinions of any other individual or organization affiliated with this 

evaluation. 

http://www.specassociates.org/
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Four Steps to Finishing First

I. Indiana’s Achievements 

This section examines Indiana’s activities and achievements related to the 

Four Steps to Finishing First, particularly in the area of state and system-

level program and policy change. Where appropriate, we also discuss the 

state’s work in engaging stakeholders and supporting champions—both of 

which were Strategy Labs Network strategies to support policy and program 

change.  

Tables 1, 2, and 3 summarize the support Lumina provided to Indiana, the 

value that Lumina added to the state’s efforts, and the state’s 

accomplishments in the Four Steps. SPEC recognizes that Lumina’s 

investments were only one of many factors that contributed to Indiana’s 

achievements in higher education productivity in recent years. In general, 

however, participants in the state described Lumina’s contributions as 

significant in helping Indiana achieve its outcomes. A more detailed analysis 

can be found in SPEC’s 2012 report, National Evaluation of Lumina 

Foundation’s Productivity Work: Interim Report for Indiana.2   

Table 1: Lumina’s Support for Indiana’s Productivity Work 

A planning grant in 2008 to conduct a policy audit and create an implementation plan 

for improving higher education productivity. 

A four-year implementation grant starting in 2009 which supported the following: 

 A study of the productivity-related innovations at regional campuses.

 Two Trustees Academies and trustee outreach to discuss productivity-related

issues.

 Educating legislators and other policymakers about performance funding.

Support for the state advisor as liaison between Lumina and both the chamber and the 

Commission as lead agencies for the implementation grant.  
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Table 1: Lumina’s Support for Indiana’s Productivity Work (continued) 

Participation of Indiana higher education leaders and policymakers in national higher education 
productivity convenings, as well as in Strategy Labs Network site visits, technical assistance, and 
consultation. 

Support for some start-up costs of state-branded WGU-Indiana separate from the implementation 
grant. 

Public Agenda’s research and engagement support around the role of policymakers, trustees, 
leadership, faculty, students, and other stakeholders in Indiana’s higher education strategic plan; 
student pathways for transfer between Ivy Tech and Indiana University; and conditions for a 
coherent and coordinated approach for online delivery. 

Support to Indiana University East to focus on expanding online degree programs to adult 
students in the region, develop more seamless pathways for transfer students from the local Ivy 
Tech Community College campuses, and share lessons learned from implementing 
Responsibility-Centered Management with other regional campuses. 

Lumina President Jamie Merisotis’ contributions as a member of the chamber’s Business Higher 
Education Forum.  

Table 2: Lumina’s Value-Add 

    Lumina served as a major champion of higher education policymaking. 

“We have benefitted as a state greatly from the fact that Lumina is headquartered here so 
a lot of their initiatives, even their national initiatives, get coverage locally and that brings 
focus and attention.” 

    Lumina served as a convener and conveyor of information. 

“There was tremendous value [at the national convening] . . . in just having us all together 
for a good chunk of time. And especially with experts on hand.” 

    Lumina’s viewpoints validated policymakers’ decisions. 

“Having Lumina here was helpful in crafting the cultural discussion around the state — a 
focus on education, the importance of education. It helped raise the dialogue and, 
frankly… it gave me cover.” 

    Lumina raised questions that can be uncomfortable. 

“How much do you think we should be changing, or be doing what we did in college in the 
70s? If you want to do what you did in the 70s, you will not like Lumina Foundation work.” 

“It’s kind of risky. When you dream about changes in productivity in higher education, you 
put your neck out there.”   

Note: Lumina’s value-adds are based on interviews with state and higher education leaders. 
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Table 3: Indiana’s Achievements under Four Steps for Finishing First 

Step 1: Indiana modified its performance-funding approach, revised its performance-funding 

formula twice, and increased the percentage of appropriations made through performance 

funding. 

Step 2: Indiana put pressure on universities to limit tuition increases. Later, driven by the 

integration of financial aid into the Commission for Higher Education, the state enacted changes 

in student grant aid that do more to reward on-time completion and good grades. 

Step 3: Major efforts were made to change the role and productivity of regional campuses. Both 

the Indiana University and Purdue University systems moved associate degree production to the 

community colleges. Ivy Tech Community College committed to delivering all remediation 

through a co-requisite approach by 2014. State-branded WGU-Indiana was created. Policy was 

passed aimed at reducing credit creep and scaling up transfer and articulation agreements 

between two-year and four-year institutions.  

Step 4: Indiana did not make major policy changes regarding business efficiencies at the state 

level. However, two annual Trustees Academies aimed to focus trustees on making their 

institutions more productive, the National Center for Higher Education Management Systems 

conducted research into the efficiency of Indiana universities and colleges which received media 

and political attention when first released, and the regional campuses and Ivy Tech continued 

their pre-grant cooperative efforts aimed at improving the efficiency of their operations. 

Note: Other funders and initiatives also contributed to the accomplishments Indiana made in higher 

education productivity. 
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Indiana modified its performance-funding approach, revised its performance-funding formula 

twice, and increased the percentage of appropriations made through performance funding.  

History: Strong foundation in performance funding  

Indiana’s use of performance funding to increase student completion dates to 2007, when 

measures for degree completion and on-time graduation were included for the first time in 

biennial funding formulas.3 In a strategic plan adopted in 2008, the Indiana Commission for 

Higher Education recommended that the state “restructure higher education to focus on 

degree and course completion rather than enrollment growth.”4  

Findings: The state revised its performance funding approach and formula  

Indiana’s implementation grant in 2009 sought to build on the state’s performance-funding 

history and advance the new strategic plan by engaging stakeholders in the development of 

new performance-funding criteria. Grant goals included the implementation of a broad 

communications plan focused on performance funding.  

Since then, the state’s performance-funding formula 

evolved to better account for differences in institutional 

mission and to emphasize student persistence and 

success, including a focus on low-income/high-risk 

students and on degrees in high-impact fields, such as 

science, technology, engineering, and math (see Table 4). 

Although the percentage of the higher education operating budget allocated through 

performance funding remains small, Indiana raised this percentage, from 1% in FY 2005-

2006 to 5.5% in FY 2013-2014.  

KNOWLEDGE AND ENGAGEMENT OF STAKEHOLDERS 

During the grant period, the state Chamber of Commerce engaged stakeholders in 

discussions about performance funding, including briefings with legislators, Governor’s 

staff, trustees, and business and community leaders. The chamber also engaged with 

broader audiences through the dissemination of reports, press releases, e-blasts, blogs, 

newsletters, and other outreach.5 The overall purpose of these communications efforts was 

to inform leaders about and encourage support for performance funding.  

The Lumina grant also supported the Indiana Commission for Higher Education by partially 

funding listening tours by the commissioner and related work through the Strategy Labs 

Network, including research briefs and consultations. The responsibility for considering and 

proposing changes in performance-funding measures rested with the Commission, in 

  Performance Funding 

 

The state’s performance-funding 
formula evolved to better account 
for differences in institutional 
mission and to emphasize 
student persistence and success. 
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consultation with the Governor, legislators, and higher education institutions. While the 

chamber supported the Commission’s efforts, it did not engage in decision-making leading 

to specific metrics. 

Table 4* 
Evolution of Indiana’s Performance Measures 

Since the 2005-2007 Biennium 

Measures in the Performance-Funding Formula (PFF)  

 
FY 

2005 
and 
2006 

 
FY 

2007 
and 
2008 

 
FY 2009 

and 
2010 

 
FY 

2011 
and 
2012 

 
FY 

2013 
and 
2014 

Percentage of allocations using performance-funding 
metrics 

1.0% 1.6% 2.5% 5.0% 5.5% 

Change in credit hours 

Credit hours enrolled X X    

Credit hours completed (non-research campuses)   X X  

Dual credit hours completed    X  

Degree completion 

Change in number of degrees   X X X X 

Low-income or at-risk students   X X X 

High impact (STEM) degrees (research campuses)     X 

Change in on-time graduation rate  X X X X 

Persistence and Remediation 

Student persistence incentive (non-research campuses)     X 

Remediation success incentive (two years)     X 

Other 

Two-year transfer incentive  X X   

Institution-defined productivity metric     X 

Workforce development incentive (two-year institutions)   X   

Research support incentive X X X X  

Inflation adjustment  X X    

Equity adjustment  X X    
* Indiana includes data only for those students who are state residents. The state defines on-time graduation rates as two years 
for associate degrees and four years for baccalaureate degrees, for full-time students. Not all metrics apply to all institutions. 
 
Source: This chart is based on the Indiana Commission for Higher Education’s report titled Evolution of CHE Performance 
Formula Metrics, found at http://www.in.gov/che/files/Evolution_of_CHE_PFF_Metrics_2001-2013_C.pdf, updated by the actual 
percentage as passed by the Legislature. 

 

  

 
 
  

http://www.in.gov/che/files/Evolution_of_CHE_PFF_Metrics_2001-2013_C.pdf
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ACTIVE CHAMPIONING  

The Chamber of Commerce and the Commission for Higher 

Education were at the forefront of state efforts to build 

support for revisions in performance funding. For example, 

they supported using performance-funding metrics as a 

means of distributing budget cuts among institutions in 

2009. At the time, Indiana was experiencing a budget 

shortfall stemming from the recession, and the state was 

considering across-the-board cuts to higher education 

institutions based on their enrollment size. Instead, Higher 

Education Commissioner Teresa Lubbers, with support from then Governor Mitch Daniels, 

recommended distributing budget cuts to state colleges and universities based on 

performance-funding criteria.6 The Commission’s proposal surprised higher education 

experts nationally, but at first received few objections in Indiana, perhaps because of 

Lubbers’ and the Commission’s inclusive approach in the process of decision-making.7  

In its 2011-2013 biennial budget, the Legislature, in response to institutional concerns, 

directed the Commission to review performance-funding models in other states and 

recommend measures that might better recognize the unique missions of the various 

campuses.8 During summer and fall 2011:  

 The Commission for Higher Education released and disseminated its inventory of 

other states’ performance-funding models;9 

 The Commission for Higher Education and the chamber hosted representatives from 

Pennsylvania, Tennessee, and Ohio in Indiana to discuss their experiences with 

performance funding;  

 The higher education commissioner met with presidents of each higher education 

institution to discuss performance funding; and  

 Commission for Higher Education staff and board members met with chief financial 

officers of the state’s higher education institutions to receive feedback about 

performance funding.10  

Through this process, Commission staff compiled a comprehensive list of revisions to the 

state’s existing performance-funding formula, which the Commission’s board adopted on 

December 9, 2011.  

POLICY CHANGE 

After the budget declines for higher education in the 2009-2011 biennium, the state looked 

to maintain flat spending for colleges and universities in the 2011-2013 biennium. To 

maintain performance funding in a period of flat funding, the Commission proposed, with 

support from the Governor and Legislature, an across-the-board set-aside of 5% in each 

institution’s base budget (a total of $61 million across institutions), in order to fund a 

The Commission’s proposal to 
distribute budget cuts to state 
colleges and universities based 
on performance criteria surprised 
higher education experts 
nationally.  
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performance-based allocation pool. Colleges and universities were then awarded funding 

from that pool based on the performance criteria, with some institutions gaining beyond the 

5% set aside and others losing funding.11 In addition, adjustments were made in the 

performance metrics (see Table 4, above), based on the recommendations adopted by the 

Commission in 2011.12 

For the 2013-2015 biennium, performance-funding metrics were adjusted again by the 

Commission, and approved by the Legislature and Governor as proposed. The revisions 

sought to recognize mission differences and included one metric each institution creates for 

measuring its own progress. The Commission also proposed that performance funding as a 

share of the state higher education budget be increased to 6% in fiscal year 2014 ($73 

million) and 7% in fiscal year 2015 ($85 million). The final budget, which was approved by 

the Legislature and signed by newly elected Governor Mike 

Pence in spring 2013, included performance funding at 5.5% 

of the higher education budget.  

Analysis: Getting performance funding right is a 

delicate balance  

Indiana’s work on performance funding reflects nuanced 

thinking about how institutions can be rewarded for 

delivering what the state values while simultaneously 

staying true to their unique missions. Several 

considerations about performance funding surfaced in 

Indiana during the grant period and they may be relevant 

to other states as they consider performance funding. 

WHAT INDIANA VALUES IS REFLECTED IN ITS PERFORMANCE 

FUNDING MEASURES                

As Table 4 (above) shows, Indiana changed its performance 

funding measures four times since FY 2005-2006, 

eventually coalescing on rewarding efforts toward and 

attainment of degrees. The latest iteration of measures 

focuses almost exclusively on persistence, remediation, and 

degree completion. As noted above, one metric is defined 

by each institution in consultation with the Commission for 

Higher Education. Previous measures dropped in the 

current formula are for enrollment, credit hour completion 

and research. The proportion of direct state funding that is 

not covered by performance funding continues to be based 

primarily on enrollment.  

Institutional Innovations 

Reported as a Result of 

Performance Funding 

Indiana has a longer history with 
performance funding than most 
states, and it appears, based on 
interviews, that some campuses 
may be responding to the 
formulas’ incentives. For 
example:  

 Several institutional leaders 
reported their campuses 
adopted innovations in financial 
aid and tuition policies in 
response to the formula’s 
emphasis on increasing 
completion rates.  

 Indiana University reportedly 
gave pay incentives for 
academic advisors to encourage 
them to advise students to take 
more than the minimum 12 units 
needed for “full-time” enrollment 
under financial aid rules, so that 
students would be more likely to 
graduate within four years. 
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 Transfers. Noticeably and perhaps intentionally missing from Indiana’s latest 

performance-funding model are rewards for two- to four-year transfers. The 

Commission shined a light on the difference between student success – which can 

take many forms – and institutional success in its recently published College 

Completion Reports. During the evaluation period the state was concerned with 

establishing Ivy Tech Community College (a 

statewide publicly funded community college 

founded in 2005) as a two-year transfer as well as 

degree-granting institution. So, the performance-

funding formula first rewarded two-year institutions 

for the number of transfers, then rewarded four-year 

institutions for accepting enrollment of transfers. 

The state is now more focused on degree and 

certificate attainment at either the two-year or four-year level now rather than on 

transfers without a degree, so transfers are not automatically covered in the formula 

for any institution. Should they wish, two-year institutions may still seek to be 

rewarded for their transfer function through their institutionally-defined 

productivity metric. In the upcoming biennium, both Ivy Tech Community College 

and Vincennes University will be rewarded through their institutionally-defined 

productivity metrics for cost savings resulting from transfer.  

The absence of good data about transfers also may be a reason why Indiana decided 

not to include transfer as a measure in the formula. Indiana does not yet have a well-

developed student record level data system.  

 Adult students. Some state concerns will inevitably 

be left out of any performance-funding formula, 

although those concerns may be addressed through 

other state policy and initiatives or indirectly 

rewarded through performance funding. For 

example, educating more adult students is not 

specifically rewarded in Indiana’s performance 

funding model. However, addressing the needs of 

adult students is important, since demographic 

projections suggest that Indiana may see a decline 

in the number of traditional college-age students 

over the next decade (see sidebar). Unless enrollment and completion rates increase 

markedly for the shrinking population of traditional college-age students, Indiana’s 

colleges and universities will need to enroll and graduate more adult students in 

order to meet its education attainment goal by 2025. If more adult students do 

attain degrees, then the institutions will be rewarded under performance funding 

formulas for those additional degrees. 

 

Indiana may see a decline in the 
number of traditional college-age 
students over the next decade.   

Age group     Number of youth 

Ages 15 to 19            476,532 

Ages 10 to 14            449,251 

Ages 5 to 9            443,985 

 
Source: American Community Survey, 

2007-2011, 5-year estimates. 

 



 

12 

To the extent that adults are part-time students, institutions that serve large 

numbers of adults are disadvantaged on the on-time completion metric in the 

performance-funding model. According to the Indiana Project on Academic Success, 

“part-time students are most likely to be older, most likely to attend community 

colleges, to delay entry to college, to enroll while maintaining family and work 

commitments and consequently take longer to complete their degree.”13 However, 

there are other measures in Indiana’s performance funding model that are not time 

sensitive (e.g., change in number of degrees and persistence) and, therefore, reward 

completions by adult students regardless of the length of time it takes to attain a 

degree.  

 

It is also possible that the on-time completion measure may encourage institutions 

to support ways for adults to enroll more intensely and find opportunities for them 

to complete more quickly such as with expanded course options (e.g., evening, on-

line), and accelerated degree options such as use of prior learning and competency-

based programs. Additionally, the remedial education success measure is important 

and may focus institutions on returning adults, as well as recent high school 

graduates, who need to brush up on their academic skills. 

CREATING THE RIGHT COMBINATION OF METRICS IS IMPORTANT 

While each metric in Indiana’s funding formula may advantage some institutions over 

others, the aim was to settle on an overall set of metrics which together balance counts and 

rates, as well as state goals and institution missions. This can take some experimentation 

with different metric combinations over time. The overall impact of performance funding is 

to focus universities and colleges on factors related to productivity and encourage them to 

work on areas where they can improve their productivity. That too can change over time as 

the institutions concentrate their efforts first on one area and then another. Over time the 

effort to find the right combination of performance-funding metrics to meet state interests 

was fluid in Indiana.  

The following examples illustrate how Indiana’s overall set of metrics balances rewards to 

various types of institutions: 

Indiana University (IU) Bloomington and Purdue University West Lafayette are two 

of the most productive institutions in Indiana as measured by graduation rates. This 

is due largely to their selective admission of students with high academic records.14 

In fiscal years 2012 and 2013, performance-funding metrics 

awarded neither campus for changes in on-time degree 

completion even though both had some increases. The 

campuses had net losses of $8.3 million per year at IU 

Bloomington and $4.6 million per year at Purdue because their 

contributions to the performance funding pool exceeded the 

amount that they could earn back under other metrics.15 On the 

In combination, Indiana’s 
performance funding formula 
metrics balance rewards to 
different types of institutions. 

 



 

13 

other hand, Ivy Tech Community College (Ivy Tech), a statewide set of community 

college campuses, has a low on-time graduation rate, partly because it admits many 

under-prepared, at-risk students and others who seek to transfer rather than obtain 

an associate degree. While Ivy Tech did not receive funding for changes in on-time 

degree completion, the performance-funding metrics for fiscal years 2012 and 2013 

provided Ivy Tech with a net gain of $12.5 million over its contribution to the pool. 

The primary contributing factors were an increase in overall degrees awarded, due 

in part to Ivy Tech’s enrollment increase of 58% since 2005, and successful 

completion of credit hours. Ivy Tech’s net gain was also helped by the formula 

metrics that pay for remediation success and at-risk degree completion, and 

measure progress only against each institution’s own past performance. Ivy Tech 

received 34.8% of all performance funding awarded for fiscal years 2012 and 2013.  

As a counter balance, the formulas were changed for the current biennium to 

increase the weighting for on-time graduation, with the bulk of funding under that 

metric going to IU Bloomington and Purdue University West Lafayette. It is much 

more difficult for Ivy Tech, with its open admissions and its mostly part-time 

students, to increase on-time completions. However, in the performance-funding 

formula institutions are measured against their own past performance, so if Ivy 

Tech succeeds, it will be starting from a low base and could in the future show 

important gains in performance funding funds based on that measure. Conversely, 

since they have high graduation rates already it may be difficult for IU Bloomington 

and Purdue University West Lafayette in future years to increase the amount of 

their performance funding based on changes in their graduation rates.  

Another way that Indiana created balance in its performance-funding metrics was by 

focusing on institutions improving against their own histories, as reflected in two metrics 

that are based on change scores: change in number of degrees conferred and change in on-

time graduation rate. Focusing on improvement against oneself removes the inequity of 

comparing highly selective/higher performing universities with the open access/lower 

graduation rate Ivy Tech. 

Changing the weights assigned to each metric is another way that Indiana can assure that 

there is equity among institutions in the performance-funding formula. This evaluation 

could not find information specific to all past, current or future weightings for each metric 

in the performance-funding formulas. However, it was reported that Ivy Tech will gain a 

fairly significant amount of funding in the FY 2014-2015 allocations overall, specifically 

from the on-time completion rate metric.  

 OTHER IMPORTANT CONSIDERATIONS WHEN ESTABLISHING A PERFORMANCE-FUNDING FORMULA  

State policy makers and higher education leaders raised a number of issues that other states 

may want to consider with regard to performance funding: 
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 The need to stabilize performance measures. Some interviewees said that Indiana 

needs to slow down its changes to performance funding and determine if its current 

approach is working before modifying it further.  Senator Luke Kenley, a strong 

supporter of performance funding, called for slowing down the increases in the 

percentage of the budget allocated to performance funding.16 Higher education 

leaders said that changing the metrics every biennium makes them unsure about 

where to focus their efforts because it takes time to implement institutional changes 

and then to see the results in student behaviors. Dan 

Bradley, president of Indiana State University, said, 

“Don’t tell people what the performance metrics are 

after the time period is over. . . Tell them ahead of time, 

so they can work toward those goals.”17 Staff from the 

Commission for Higher Education said they will likely 

recommend that the current 2013-2015 biennium 

metrics remain in place for the next several years so that 

their impact can be evaluated. 

 

 Even a small proportion of allocations via performance can have an impact. Indiana 

increased the proportion of its higher education budget based on completion and 

related measures to 5.5% in the current biennium—still a relatively low proportion, 

considering that 94.5% of the higher education budget is still based on enrollment. 

Some interviewees in the state expressed surprise that such a small proportion of 

allocations has captured the attention of and has led to some reported changes at 

colleges and universities. For example, institutional leaders reported innovations in 

financial aid, tuition policies, and academic advising at the institutional level in 

response to the formula’s emphasis on increasing completion rates—even though 

performance funding represents only 5.5% of the higher education budget in 

Indiana.  

 

 Some concern about overemphasizing performance metrics. Distributing state 

allocations for higher education via performance funding enables Indiana to clearly 

articulate what it values from institutions. One concern voiced among higher 

education leaders is whether having a large share of state allocations distributed via 

performance funding could lead to excessive focus on only those aspects of the 

institutional mission that are directly rewarded by the funding formulas.18 This 

concern is exemplified by the following comment of an interviewee:  

“I honestly don’t think it takes a huge percentage share of your 

education funding being devoted to the performance model in order 

to get people to react. In fact, I think if the share gets too big then 

they start responding to that only and they distort their own 

performance.”  

Some interviewees said that 
Indiana needs to slow down its 
changes to performance funding 
and determine if its current 
approach is working before 
modifying it further. 
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There are other stakeholders in higher education that have priorities different from the 

state’s. For example, Indiana’s performance-funding formula did not reward institutions for 

certificates until the 2011-2013 formula and currently provides no rewards for lifelong 

learning important to improving workforce skills. Providing students with workforce skills 

is important to communities and businesses and is relevant to the mission of community 

colleges and many four-year public institutions, particularly in fields such as teacher 

education and counseling. However, it is important to note that both workforce training and 

lifelong learning are shared responsibilities of both higher education and the training 

programs of the Department of Workforce Development. 

 Data quality. There is a need for a statewide, student unit record information system 

that will allow Indiana to more accurately measure transfer, retention and 

completion and to adjust outcomes for important student characteristics. Higher 

education leaders said that some data relevant to performance funding are up to 

two years old. Data limitations also keep the state from knowing which kinds of 

credentials institutions are producing and if they are related to labor market needs. 

As noted above, Indiana’s inability to accurately measure transfer may be the reason 

why two- to four-year transfer is not a metric even though state policy supports 

greater articulation and transfer.  

 

 Degree quality and student choice. Business leaders, institutional administrators, and 

Higher Education Commission members expressed concerns that degree quality and 

student learning could get lost in the push to have more students earn degrees more 

quickly. Indiana’s current performance-funding model does not monitor quality, 

which could be done, for example, through licensure passage rates and employee 

satisfaction measures. While quality concerns are 

not unique to performance funding, discussions 

about performance funding offered by 

interviewees did raise the issue of risks to quality 

in the push for faster degree production. In an op-

ed piece, the president of Ball State University, Jo 

Ann M. Gora, suggested that faculty should focus 

on educating students to think critically and solve problems, rather than urging 

them to complete a degree as quickly as possible.19 Interviewees said they were 

concerned about ways to “game the system.” Grade inflation was one example 

mentioned.  

 

 The importance of engaging with higher education leaders. Indiana’s history with 

performance funding suggests that including higher education leaders in 

discussions about performance-funding measures may help get the legislation 

passed and keep it intact. In 2012, institutional leaders criticized the performance 

measures and said they had not been fully included in discussions about them. In 

2013, after the latest round of performance-funding discussions, interviewees did 

Interviewees said they were 
concerned about ways to “game 
the system.” Grade inflation was 
one example mentioned. 
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not voice similar complaints. In the interim, the higher education commissioner and 

the Commission’s board members met with institutional presidents and chief 

financial officers to discuss performance-funding metrics. While some campus 

leaders described disagreements about some of the measures, many also expressed 

satisfaction that they had been consulted. Similarly, state leaders said that the buy-

in at the institutional level had improved substantially, with one leader describing a 

“remarkable turnaround” compared with the frustration that was voiced the year 

earlier. 

Continuing to include all stakeholders in conversations about performance funding will be 

important to retaining Indiana leadership’s support. The state’s high turnover among 

legislators during the 2012 elections means that the Commission for Higher Education and 

the Chamber of Commerce must continue to work with new policymakers to inform them 

about the role of performance funding in addressing the state’s priorities for higher 

education. Having the support of higher education leaders can assist in this effort, since 

these leaders often have direct access to lawmakers, especially those in their districts. 

Interviewees said that some colleges and universities asked their legislators in 2013 for 

one-time allocations to replace money lost through performance funding. For performance 

funding to have the maximum chance of sustainability, both higher education leaders and 

lawmakers need to be invested enough in the process to be willing to resist and reject such 

overtures. 
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Indiana put pressure on universities to limit tuition increases. Later, driven by the integration 

of financial aid into the Commission for Higher Education, the state enacted changes in 

student grant aid that do more to reward on-time completion and good grades. 

State and system-level student financial aid policies  

History: Strong support for student financial aid  

Indiana is relatively generous in awarding financial aid to students, but is frugal in 

direct state appropriations per full-time equivalent student to public higher education 

institutions (see sidebar). The state awards its financial aid 

to state residents through a variety of programs, with the 

largest two programs targeted to low-income students:20  

 Frank O’Bannon grants are primarily need-based 

and are provided through two separate awards, the 

Higher Education Award (for students at public or 

private institutions) and the Freedom of Choice 

Award (an additional award on top of the Higher 

Education Award for those at private 

institutions).21  

 

 21st Century Scholarships pay full in-state tuition 

at public or private Indiana universities. Middle 

school students who qualify for free or reduced-

price lunch sign up for the scholarships and then 

must meet criteria along the way to college, 

including graduating from high school with the 

more rigorous Core 40 diploma and staying out of 

criminal trouble.  

 

 Smaller financial aid programs include the Part-

Time Grant, a need-based program that provides 

small grants for part-time students at both 

community colleges and four-year institutions.22  

  Student Incentives 

 

Indiana’s Rankings in Need-based 

Financial Aid and Appropriations  

2010-11:  6th in the nation and 1st 
in the Midwest in total need-
based financial aid expenditures 
per full-time-equivalent 
undergraduate student.  

2011-2012:  14th in the nation in 
financial aid awards. 

2013:  44th in the nation in higher 
education appropriations per full-
time equivalent student. 

Sources: National Association of State 
Student Grant and Aid Programs, 42nd 
Annual Survey Report on State-
Sponsored Student Financial Aid, 2010-
11 and 43rd Annual Survey Report on 
State-Sponsored Student Financial Aid, 
2011-2012 Academic Year; State Higher 
Education Executive Officers, State 
Higher Education Finance, FY 13, 
Firgure 9. 
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Findings: New state financial aid incentives for completion  

During the Great Recession, the Legislature became concerned about the overall cost of 

state financial aid. The concern especially stemmed from the increasing popularity and 

overall cost of the 21st Century Scholars program. This state financial aid program pays the 

tuition and fees of attending college (above need) at either public or private Indiana 

universities for eligible high-need students who met specified requirements before 

attending college. The scholarship is capped at private institutions at a level equal to the 

average tuition/fees at public colleges.  This constitutes an incentive to pre-college students 

who have been traditionally less likely to consider college at all, and encourages them to 

behave in ways making it more likely that they would be accepted to college. The program is 

also a state promise to make college financially possible for those eligible students who 

make the effort and seek to attend college. Between academic year 2008-2009 and 2010-

2011 the number of 21st Century scholarship recipients increased 24%, the average award 

per recipient increased 32% as tuition, fees and need increased. The total program cost 

ballooned 64%.23 In contrast, during the same three-year time period the state had been 

able to make changes in the Frank O’Bannon grant program so that while the number of 

recipients had increased about 30% as need rose during the recession, the average award 

per recipient fell 28% and the overall cost of the program dropped almost 7%.24 More 

students were being helped with state financial aid but as the deep recession lingered on, 

the state was finding it increasingly difficult to support its major financial aid programs as 

opposed to other important state priorities for scarce and declining state revenues. 

Indiana’s implementation grant did not include goals 

directly related to financial aid, but state leaders and 

Commission staff participated in Strategy Labs Network 

activities in 2011 and 2012 that examined the 

connections between financial aid policies and 

performance-funding policies in encouraging student 

completion. Indiana legislators attended a financial aid 

presentation at the American Legislative Exchange 

Council, and Commission for Higher Education staff 

participated in a Strategy Labs site visit on aid and 

student incentives. HCM Strategists also provided 

individualized consultation to the Commission on 

financial aid options.  

In responding to state fiscal shortfalls after the recession, 

the state Legislature revised the 21st Century Scholarships 

in 2011 with the intention of reducing program costs and 

helping participants be better prepared when they enter 

college.  

“Retention and graduation rates 
for scholarship recipients 
attending public institutions have 
been consistently higher than the 
overall average. The programs’ 
requirement that students attend 
full-time is probably a significant 
factor. . . Among the factors that 
policymakers and leaders can 
influence, maintaining affordability 
and encouraging full-time 
attendance are key points of 
leverage.” 

Johnson and Yanaguira, 2012, 
Evaluation of Indiana’s Financial 

Aid Programs and Policies 
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The state’s Office of Management and Budget projected cost savings from the 2011 changes 

due to new requirements that students maintain a college grade point average of 2.25 after 

their sophomore year and 2.50 after their junior year.25 Observers in the state quickly 

noted a potential adverse effect of the 2011 changes: low-income students who do not 

meet the new grade point average requirements in college could lose their financial aid and 

drop out of college, thereby decreasing college access for low-income students.26 Based on 

Higher Education Commission recommendations, the Legislature revised the financial aid 

rules again in 2013 in ways that helped facilitate greater access and more completions. 

Students receiving the full scholarship are now required to meet additional requirements:  

 21st Century Scholars must now meet a low-income requirement, graduate high 

school with 2.50, complete an academic success program in high school, complete 

at least 30 credits per year and maintain satisfactory academic progress on their 

grade point average to receive funding.  

 Frank O'Bannon recipients must continue to meet a low-income requirement, 

complete at least 24 credits each year with a larger award for completing 30, and 

maintain satisfactory academic progress on their grade point average.  

 21st Century Scholars who lose eligibility for that scholarship may receive Frank 

O'Bannon instead provided they met the 24 credit requirement and demonstrate 

the correct level of need.27 

Students with a 2.00 or better college grade point average are typically considered to be 

making “satisfactory academic progress,” and 24 college credits a year (12 per term) is 

considered “full-time” for federal Pell grants and subsidized loans. 

In 2012, the Commission for Higher Education published a 

report that was prepared by Nate Johnson and Takashi 

Yanaguiri of HCM Strategists on using state financial aid to 

improve student success. In a finding that may have 

implications for other states, Johnson and Yanaguiri 

reported that need-based financial aid had a stronger 

correlation with retention and graduation than non-need-

based aid.28 As their report states, “Retention and graduation 

rates for scholarship recipients attending public institutions 

have been consistently higher than the overall average. The 

program’s requirement that students attend full-time is 

probably a significant factor. . . Among the factors that policymakers and leaders can 

influence, maintaining affordability and encouraging full-time attendance are key points of 

leverage.” In addition, the report states, “The bigger the gap between a student’s resources 

and the cost of attending, the stronger was the correlation between additional funds and 

persistence and completion.” The study also confirmed initial concerns in Indiana about 

the financial aid changes made in 2011, finding that about 13% of all Indiana college 

students have grade point averages between 2.00 and 2.50 and those in that range who 

receive state financial aid would stand to lose their aid. The report found that grade point 

“The bigger the gap between a 
student’s resources and the cost 
of attending, the stronger was the 
correlation between additional 
funds and persistence and 
completion.” 

Johnson and Yanaguira, 2012, 
Evaluation of Indiana’s Financial 
Aid Programs and Policies 
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average (GPA) thresholds affected student behaviors in other states, but not always in 

productive ways:  

“Students in Georgia and Florida near the GPA threshold for scholarship 

renewals were more likely to withdraw from courses, reduce their course 

loads, and avoid STEM courses in order to maintain their scholarship eligibility. 

Tennessee found that a reduction in the GPA requirement for renewal of its 

merit scholarship resulted in increased retention rates, especially for low-

income students (suggesting that raising GPA would have the opposite 

effect).”29  

After engaging with stakeholders about these issues, the Commission recommended an 

innovative approach for state financial aid for low-income students, and the Legislature 

approved these additional changes beginning in 2013:  

 Higher levels of aid for those who enrolled in at least 30 credit hours per year, while 

still providing base scholarship amounts for those meeting the minimum 24 credit 

hours per year.  

 An additional “accelerated-track” incentive bonus for students successfully 

completing 39 credit hours after the first year and 78 credit hours after the second 

year. 

 Extra incentive funds for those who maintained a grade point average of 3.00 or 

above. 

 An option to defer up to 100% of the annual grant for use in summer school. 30  

In addition, the 2013 policy required the Commission to create a scholarship grid and each 

state university to create degree maps. The grid would enable parents and students to easily 

identify how much money they could qualify for each year. The degree maps would (1) 

enable students to clearly identify the courses they could take to graduate within four years 

and (2) require institutions to guarantee that courses would be available at the appropriate 

semester to students who follow their maps.31  

In separate action, the Legislature also changed the Part-

Time Grant program to require students to enroll in at least 

6 credits per semester and complete 18 credits within the 

year to stay eligible for the grant, effective July 1, 2013.32 

The new law also discounts the amount of the Part-Time 

Grant by the amount the student gets in outside 

reimbursement.  

Several Indiana institutions offer their own financial aid incentives to increase completion.  

 Ball State University offers a $500 “completion scholarship” to students who 

graduate on time.33 

If a part-time or a full-time student 
does not graduate in four years, 
he or she will no longer be eligible 
to receive any of Indiana’s state 
financial aid grants. 
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 Indiana University set up a new Office of Student Financial Literacy to help students 

better understand their student loan debt—including identifying in each tuition bill 

the cost of student loans with interest if a student graduated in four years versus 

taking longer.34 

 IU Kokomo offers a $500 scholarship to former Indiana University students from 

any campus who had at least 90 credits and a 3.0 grade point average before leaving 

college.35  

 Purdue University couples financial aid with academic support through its Purdue 

Promise program to help low-income students stay in school and graduate on 

time.36  

Another important law related to financial aid, enacted in 2012, abolished the State Student 

Assistance Commission of Indiana, transferring authority for state financial aid to the 

Commission for Higher Education.  

Analysis: Smart investments in need-based aid were made 

By placing student financial aid under the authority of the Commission for Higher 

Education, Indiana is poised to continue its investment in need-based aid and to explore the 

use of incentives for students to move toward on-time completion. There were substantial 

criticisms of the financial aid changes in 2011, but legislators, the Commission, and the 

higher education institutions reacted positively to the reforms of 2013. Among 

interviewees, the focus on on-time completion was well received, as was the idea of using 

higher grade point averages as an incentive for higher aid, rather than as a requirement for 

base aid.  

By adopting the 2013 financial aid incentive structures, the 

Commission and the Legislature had the best of several 

worlds—rewarding merit while retaining low-income 

students and encouraging their on-time completion. This 

sentiment was exemplified by comments from a business 

leader in the state who said that Indiana should focus its 

financial aid where it gets its best return on investment; that 

adequately financing students so they can complete may be 

more productive than inadequately financing students and 

then have them drop out, in which case neither the state nor 

the student gets a return on investment.  

As the state’s financial situation improved between 2011 and 2013, political leaders 

renewed their willingness to fund financial aid grants to help students afford college.37 

Governor Mike Pence and the Legislature decided to invest in higher education in the 2013-

2015 biennial budget, which included an 11% or $75 million increase in the total state 

financial aid budget, bringing financial aid funding to about 17.5% of the state’s total higher 

education budget.38 For the first time in six years, the Commission approved raising the 

By adopting the 2013 financial aid 
incentive structures, the 
Commission and the Legislature 
had the best of several worlds—
rewarding merit while retaining 
low-income students and 
encouraging their on-time 
completion. 
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state’s O’Bannon award, increasing the maximum student award by 5%. This was the 

largest one-year increase since 1977 and cost about $44 million.39  

MANY FACTORS AFFECT STUDENTS’ ABILITY TO BENEFIT FROM FINANCIAL AID  

It is difficult to project the effects of Indiana’s financial aid changes on student behaviors. 

Over the past 40 years, higher education researchers have accumulated an extensive body 

of literature on factors correlated with persistence and completion of college, including the 

impact of financial aid.40 Indiana’s new financial aid policies do focus limited state resources 

on those students most likely to complete “on-time” – such as 

those who attend full-time, who enter with better grade 

point averages, appropriate high school courses, and who 

attain better grade point averages in college. On the other 

hand, there is also growing evidence that more students are 

coming to college with challenges that make on-time 

graduation unlikely in spite of financial aid incentives. Vincent Tinto, a well-known 

educational researcher and theorist, notes in the introduction to his most recent book: 

“Lest we forget, so-called traditional students, who enroll full-time in a 

residential college or university immediately after high school, make up only 

a quarter of all college students. Most students do not live on campus. A great 

many work while in college, especially those of low-income background, and 

attend part-time. Attending college is only one of many demands on their 

time and energies. They go to campus, attend class, and quickly leave to 

attend to other obligations. For them, the experience of college is primarily 

the experience of the classroom. Their progress in college is built upon their 

success in the classroom.”41 

Financial aid is something that legislators can directly influence with policy and budgeting, 

and it can help students, especially low-income students, get into the classroom. It does not 

address other factors associated with college persistence such as students feeling that they 

belong at a particular institution, confidence, encouragement, and academic achievement at 

appropriate levels of quality. Matt Pierce, a college professor and a state representative 

from Bloomington, pointed out that fiscal incentives cannot solve challenges such as 

needing to hold a job, mental health problems, or family issues that can interfere with on-

time graduation.42 Complete College America reported that more college students than ever 

are juggling some combination of family, jobs, and school while commuting.43 Higher 

education leaders said that moving from 12 credits per term (the minimum for base aid) to 

30 credits per year (the minimum for the higher level of aid) will negatively impact the 

grade point average of some students. A recent survey of Indiana college students receiving 

state financial aid found that while three-quarters said that they expect to graduate on time, 

only half are taking enough courses to graduate in four years.44  

  

There are many factors other 
than finances that affect students’ 
ability to complete a degree. 
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Interviewees said that allowing students to use state financial aid in summer school may 

help students complete sooner. On the other hand, some low-income students need to add 

funds from federal Pell grants to afford summer school, even at discounted tuition rates, 

and some students need to work during the summer to save for college costs during the rest 

of the year. Recent federal law changes allowing Pell grants to be used in summer school 

may help but each student gets a certain maximum Pell grant award per year and needs to 

be advised to plan ahead and spread their Pell award use so that they have enough left to 

help cover any expected summer school attendance. These factors could limit the use of 

financial aid in the summer, at least in the near term. 

OUTREACH TO STUDENTS AND FAMILIES IS IMPORTANT  

Communication and outreach to students and parents about financial aid options will be 

important to the success of the new policy initiatives. Indiana University campuses have 

already developed advising approaches to help low-income students maximize their state 

and federal financial aid support. According to interviewees, the Indiana Student Financial 

Aid Association (a professional group of state financial aid administrators) passed a 

resolution supporting the 2013 policy changes. The group’s newsletter in May and October 

2013 outlined the changes and provided suggestions in communicating with students and 

parents.45 At the 2013 H. Kent Weldon Conference for Higher Education, an annual event 

hosted by the Commission for Higher Education, students reportedly discussed ways that 

colleges could better communicate to students about financial aid, including campus events, 

social media, and tailored e-mails.  

A SMART INVESTMENT IN THE FUTURE OF STUDENTS AND THE STATE  

If state colleges and universities are successful in helping more 

low-income students enroll in college and persist toward on-

time completion of degrees, then the total state investment in 

financial aid may need to increase to cover the incentives that 

have been promised to these students. Likewise, if more 

scholarship students respond to the new incentives (for 

example, by keeping their grade point averages above 3.0), then 

the state funding needed to cover the incentives may need to increase.  

On the other hand, demographic projections suggest that the number of traditional college-

age students may decline in Indiana over the next decade (see sidebar on page 11).46 If this 

occurs, it could lead to fewer students applying for 21st Century Scholarships, since these 

awards are designed for high school graduates entering college. However, other factors also 

affect college enrollments and financial aid applications, including preparation for college 

and college-going rates among high school graduates. Historically, low-income and other at-

risk students are least likely to enroll in college.  
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According to interviewees in 2013, some state legislators 

oppose increasing state appropriations for financial aid, 

particularly considering that 17.5% of the state budget is 

already dedicated to this purpose.47 Those seeking to 

maintain or strengthen the state’s investment in student 

completion can point to: (1) Johnson’s and Yanaguira’s 

findings of links between need-based aid and student 

completion, (2) Indiana’s leadership in creating state policies 

that incentivize degree completion for students receiving financial aid, and (3) the 

importance of increasing completion rates among low-income students in meeting the 

state’s goals for educational attainment and workforce readiness. For Indiana, need-based 

financial aid—with its balanced incentives to increase student completion—appears to be a 

smart investment in the future of students and the state. 

THE CONUNDRUM OF PART-TIME STUDENTS  

To meet Indiana’s goal that 60% of adult residents will have a college certificate or degree 

by 2025, the state knows that incentivizing part-time students, especially adults, to attend 

college remains a key challenge. Adults are more likely to attend college part-time due to 

jobs, family responsibilities, and other life circumstances. 

Interviewees said that Ivy Tech and some of the regional 

university campuses are especially likely to enroll part-time 

students. According to a report by Complete College America, 

part-timers represent about 30% of college students in 

Indiana and that about 90% of them fail to graduate, even 

when given twice the expected time to do so.48 Ivy Tech’s 

recent financial report indicates that its part-time enrollment continues to increase even 

though the number of full-time students has been decreasing since 2010-11.49  

In the 2013-2015 biennial budget that saw an overall increase in financial aid awards, the 

Indiana budget appropriated 3.5% less for part-time student grant distribution, compared 

with the previous biennium.50 Interviewees expressed concerns that investing more in 

financial aid for part-time students could take away from financial aid for full-time students, 

or require further increases in the higher education budget. The Part-Time Grant figures 

fluctuated from year to year, but funding increased 47% over five years when 2012-13 is 

compared to 2008-2009, while the number of Part-Time Grant recipients increased 81% so 

the average award amount declined annually, down 19% in five years (see Table 5).51 

For Indiana, need-based financial 
aid, with its balanced incentives 
to increase student completion, 
appears to be a smart investment 
in the future of students and the 
state. 

 

 

Incentivizing part-time students, 
especially working adults, to 
attend college remains a key 
challenge. 
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Table 5 
Part-Time Grant Program 

 

 
2008-2009 2009-2010 2010-2011 2011-2012 2012-2013 Trend 

Expenditures $5,366,401 $5,460,609 $4,543,495 $6,895,697 $7,878,399 47% 

Recipients 4,895 5,096 4,804 7,368 8,853 81% 

Average 
Award $1,096.30 $1,071.55 $945.77 $935.90 $889.91 -19% 

 

The recent changes in the part-time aid program to require a higher minimum number of 

units do favor greater completion of those part-time students who receive Part-Time 

Grants. In a 2005 study by Tina Tuttle found that part-time Indiana students who started in 

2000 with 7 to 11 units were significantly more likely to persist to their fourth semester as 

those who started with six or fewer units, and that those taking the larger unit loads had 

nearly the same odds of persisting as full-time students.52 The same study also found that 

while 60% of part-time students did not even apply for financial aid, and that most of those 

who did apply did not receive financial aid, the receipt of 

financial aid was nevertheless strongly associated with 

persistence. In particular, those part-time students who 

received a combination of grants and loans increased odds of 

persisting to their fourth semester 1.67 times.53 The report 

also found that most part-time students attend community 

colleges, Indiana University or Purdue University regional 

campuses.  

 

Ivy Tech’s 8% tuition increase and the new requirements for increased credit hours could 

result during the current biennium in fewer part-time students receiving Part-Time Grants, 

but larger grant awards on average since tuition is charged on a per-unit basis and the total 

amount budgeted for Part-Time Grants is less. However, if fewer part-time students receive 

the grants, the new requirements appear to be working against Indiana meeting its degree 

attainment goal by 2025. This is especially so as long as the total amount available to cover 

Part-Time Grants doesn’t increase as fast as the total number of eligible part-time student 

grant applicants.  

 

Furthermore, students who consistently attend part-time would by definition take longer 

than the minimum two or four years to complete a college degree, their eligibility for part-

time student grant receipt would be enough only to attain an associate degree or certificate. 

One impact of the new Part-Time Grant rules might be to limit the financial options for low-

income students to attain baccalaureate degrees at any point after four years. Rather than 

obtaining any state grants, many of these students likely would be limited after four years to 

loans or work-study for financial aid, plus some federal grants. One innovative idea was 

raised by an interviewee was that the state might reward part-time students for progress 

Unless more part-time students 
can take more classes and 
graduate more quickly, Indiana 
will be challenged to meet its 
2025 attainment goal. 

 



 

 26 

toward a degree according to a contracted time appropriate for their life situations. The 

Commission is reportedly studying the financial need of part-time students and 

opportunities to increase completion and success of this student pool.  

 

Another option—beyond financial aid—may be to support programs such as Ivy Tech’s 

Associate Accelerated Program (ASAP), which was funded by Lumina, both for program 

support and for expansion to all Ivy Tech campuses.54 The program allows students to earn 

an associate degree within a year instead of two years, with financial aid from a stipend, 

federal Pell grants, and other programs. About 86% of ASAP students earn a degree or are 

still enrolled after 12 months—five times better than the average for all Ivy Tech students. 

The program, however, appears to be geared toward high school students rather than 

working adults.55 Expanding it to include adult students with families would require 

additional funding. The current use of foundation money to fund it may limit its potential 

for expansion. 

Vincennes University, working with Toyota, has developed a manufacturing program that 

offers another approach geared to the needs of part-time students, including adults.56 

During the two-year program, students work at a nearby Toyota plant at $17 an hour on 

Mondays and Fridays, gaining experience and earning up to $30,000 over the two years. 

Students attend Vincennes University Tuesdays through Thursdays. The program began in 

fall 2013 with a class of 24 students working at the Toyota plant and at ThyssenKrupp 

Presta Terre Haute, LLC.57 Successful students will earn an associate degree in computer-

integrated manufacturing/robotics. If hired by Toyota as skilled maintenance team 

members, they would earn a base salary of $64,000 annually, plus benefits. The pilot 

program is small, however, and its expansion may be limited based on colleges’ abilities to 

forge partnerships with companies for internships.  

State and system-level tuition policies 

History: Institutions have authority to set tuition  

The Indiana Commission for Higher Education can recommend tuition changes to the 

Legislature and to public institutions of higher education, but the Indiana Code of Education 

gives trustees of these institutions the authority to set tuition. During the grant period, the 

Commission and state leaders pressed for innovations in tuition policies—and several 

institutions took steps to hold down tuition increases and adopted new policies to increase 

completion.  

Findings: Some institutional actions to reduce tuition increases 

Indiana’s grant did not include goals related to tuition policy, but during the grant period 

the state participated in some Strategy Labs Network discussions about using tuition policy 

to incentivize completion.  
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As of 2011, with Indiana still suffering from the recession, 

tuition at the state’s public universities had jumped 100% 

over the previous decade while average incomes in the state 

grew by less than 1%. Nearly two-thirds of college students 

were graduating with debt, and Indiana’s average student 

debt ranked 13th in the nation. In light of these conditions, 

the Commission for Higher Education recommended limiting 

tuition hikes to between 2.5% and 3.5% over the subsequent 

two years.58 However, all but one Indiana public college proposed raising tuition and fees 

above these recommendations.59 The proposed increases led to a public outcry over the 

price of college and the size of student debt loads, calls for the state to set tuition instead of 

trustees, and legislative hearings.60 Most institutions weathered the public outcry and did 

not roll back their increases.61 The exception was Indiana State University, which rolled 

back its increase to 1.5%. Indiana University and Purdue University increased their fees 

rather than their tuition levels. 

By late 2011, some higher education institutions began to adopt some tuition policies to 

promote completion and hold down the cost of a degree:  

2011 Indiana University discounted undergraduate summer tuition by 25%, 

with projected savings for resident students estimated at $700 to 

$1,000.62  

2011 Ball State University proposed cuts in tuition by an average of 18%, 

reduced the credit hours needed to graduate from 126 to 120, 

encouraged students to take online courses, and offered $500 

completion scholarships—at total estimated savings of up to $10,000 

per student.63 

2011 Indiana State University created a “Sycamore Graduation Guarantee,” to 

guarantee that first-time, full-time freshmen who took specific steps 

would graduate within four years—or be provided with free tuition for 

their remaining time until obtaining a degree.64  

2012-13 Indiana University began applying a tuition surcharge (first announced 

in 2008) on students who took more than 144 credit hours without 

earning a degree. Interviewees in 2012 said that parents complained 

about the tuition surcharge even though they had been warned about it 

four years earlier. The university also announced that as of fall 2013 

sophomores on track to graduate on time could have their tuition 

frozen for their junior and senior years—a plan that received national 

attention.65 

As of 2011, with Indiana still 
suffering from the recession, 
tuition at the state’s public 
universities had jumped 100% 
over the previous decade. 
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2013 Indiana University proposed its lowest tuition and fee increases in 

more than 35 years, averaging 1.75% over each of the next two years.66 

Purdue froze tuition for two years. 

2013 Ivy Tech Community College approved an 8% tuition increase, well 

above the 2% recommended by the Commission. While the increase 

was extensively covered in the press, there was not as strong a negative 

reaction by the Legislature or in the press as when the four-year 

universities increased their tuition. The reaction may have been more 

muted because Ivy Tech’s tuition was already so low the increase 

amounted to only $5 per credit hour; the college froze tuition for all 

Hoosier veterans eligible for the GI Bill, members of the Indiana 

National Guard, Hoosier veterans, Indiana members of the federal 

military reserve and Indiana state government employees; its financial 

difficulties had previously been discussed by the media; and the College 

was considering closing locations at which it offered courses as a cost-

cutting measure.67  

Meanwhile, the Commission in 2012 released a new strategic plan, Reaching Higher, 

Achieving More, with completion, productivity, and quality as its three areas of focus.68 The 

plan featured a statewide goal to have 60% of the state’s working-age population with a 

college degree or certificate by 2025, and identified measures to assess progress toward the 

goal. In building support for the plan, Commissioner Lubbers traversed the state to lead 

regional meetings with colleges, universities, business leaders, and the public.69  

Interviewees said that the commissioner’s outreach, along with the institutional actions to 

limit tuition increases, generated a generally more positive view of higher education by 

politicians and business leaders. Possibly because of these efforts, policy proposed in 2012 

to give the state greater control over tuition rates was tabled and has not resurfaced.70  

In 2013, the Commission asked colleges and universities to set annual targets for reducing 

cost per degree and average debt load at their campuses—which would make Indiana one 

of the first states, if not the first state, to do so.71 

Analysis: Payment for higher education shifting from state taxpayers to students  

Several public institutions of higher education used tuition discounts to promote student 

completion during the grant period. They also took some limited actions to hold down 

tuition increases. Nonetheless, the overall cost to students of attending Indiana public 

institutions increased substantially. Some responsibility for these increases rests with the 

institutions, while some can be traced to the Legislature’s priorities regarding funding. 

Indiana ranks 44th in the nation in higher education appropriations for operating expenses 

per full-time-equivalent student.72  
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The state’s recent history in funding repair and rehabilitation of higher education facilities 

provides an example of funding that used to be covered by the state, but that has been 

shifted primarily to students and families, and private donors when not delayed 

indefinitely. For every biennial budget between 2001-2003 

and 2009-2011, the Legislature included separate funding for 

repair and rehabilitation. In the 2011-2013 biennial budget, 

however, the separate line item was eliminated. Interviewees 

said that when legislative appropriations were being 

discussed, institutions had to choose between further cuts in 

operating budgets or loss of repair and rehabilitation funds.  

As a result, students essentially subsidized repair and rehabilitation costs.73 Indiana 

University did not raise tuition above the recommended 3.5% cap for 2011-12 and 2012-13, 

but the university added a mandatory repair and rehabilitation fee ($180 in 2011-12, $360 

in 2012-13), which increased total student tuition and fees by more than 5%. Purdue 

University likewise raised tuition by 3.5% and added a $91 fee for the building of a new 

student center.74  

For the 2013-2015 biennium, Governor Mike Pence proposed a “rebuilding year,” but called 

for $37.9 million dollars for repair and rehabilitation in his original budget proposal, which 

was less than in any biennium since 2003-2005 (except for 2011-2013, when there was no 

funding at all for repair and rehabilitation). Eventually, some colleges and universities did 

receive new construction and repair and rehabilitation funds, but the total amount hardly 

made a dent in the more than $573 million in deferred costs documented by Purdue in its 

2013 state budget requests, or the $600 million backlog estimated by Indiana University in 

2011.75  

For the 2013-2015 biennium, the Commission proposed that public colleges and 

universities keep tuition increases at the rate of inflation. Early in the budget year it was 

estimated that this would require the state to contribute $128 million more tax dollars 

between 2013 and 2015.76 The idea was to increase state funding for institutions back to 

2009 levels, though even this would still represent a drop in real dollars since it would not 

account for inflation.   

Students essentially subsidized 
higher education facility repair 
and rehabilitation costs. 
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Major efforts were made to change the role and productivity of regional campuses, although 

not always as a result of grant-funded activities. Both the Indiana University and Purdue 

University systems moved associate degree production to the community colleges. Ivy Tech 

Community College committed to delivering all remediation through a co-requisite approach 

by 2014. State-branded WGU-Indiana was created. Policy was passed aimed at reducing credit 

creep and scaling up transfer and articulation agreements between two-year and four-year 

institutions. 

System-level and institutional efforts to accelerate completion  

History: Recent mission differentiation of public institutions 

When Indiana applied for its productivity grant, the state was already transforming its 

higher education system by creating Ivy Tech Community College in 2005. Ivy Tech is 

accredited as one institution with multiple campuses throughout the state. At about the 

same time that Ivy Tech was founded, Indiana University differentiated the missions of its 

eight campuses, including three campuses administered by Indiana University that offered 

joint programs with Purdue University.77 Both Indiana University and Purdue University 

have central research and regional campuses.78  

Findings: Two Trustee Academies  

The Commission for Higher Education orchestrated two academies for 

higher education trustees, in August 2010 and September 2011. Both 

were supported by the productivity grant.79 The gatherings focused on 

systemwide and institutional opportunities to increase productivity and 

completion, particularly the trustees’ roles in fiscal stewardship 

(performance funding, tuition policy, and efficiency), new educational 

delivery approaches, student learning outcomes, and student success 

and completion. The second conference, which included commission 

members, presidents, other system and institutional leaders as well as 

trustees, provided information on the development of Indiana’s new 

strategic plan.  

There was no Trustee Academy in 2012, as was originally planned for the implementation 

grant. Instead, trustees and others were invited to the H. Kent Weldon Conference on Higher 

Education, an annual event hosted by the Commission for Higher Education.  

  

  New Models 
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In 2011, the following acceleration activities occurred outside of Lumina funding:  

 The Commission received funding from Complete College America to 

develop strategies to bolster degree completion at Indiana University’s 

regional campuses and to redesign remedial coursework at Ivy Tech.80 

Within two months of receiving the grant, Ivy Tech had implemented six 

new models to help students accelerate through remedial English and math, 

including use of online technology to facilitate learning and concurrent 

enrollment in remedial and college-level courses.81 

 

 Ivy Tech implemented an accelerated program that allows students to 

complete an associate degree in one year. Another venture, the Ivy Institute 

of Technology, requires students to attend class five days a week so they can 

earn a professional credential in eight months.82  

Analysis: Limited statewide engagement of trustees 

The academies exposed trustees and other leaders to systemwide and institutional 

strategies for increasing productivity and completion in higher education, but this 

evaluation did not uncover evidence that the trustees took actions as a result of their 

participation. The original implementation grant intended to also fund ongoing outreach, 

communications, data and networking opportunities for trustees focused on helping them 

understand their roles in a statewide context, and enlisting their support in the 

implementation of a statewide productivity agenda. As far as this evaluation could uncover, 

this aspect of the grant work never materialized. Without continued funding from Lumina, it 

is not clear that the Trustee Academies will continue; the Weldon Conference on Higher 

Education serves similar purposes in the state.  

State and system-level policies for improved articulation and transfer  

History: State efforts in articulation and transfer increased before the grant  

When Ivy Tech Community College was created in 2005, state efforts increased to develop 

articulation and transfer agreements between the community colleges and the state’s 

regional and research universities. At the time, the four-year campuses were still offering 

associate degrees and providing remedial education.  

Meanwhile, the transition to Ivy Tech was affecting student enrollment statewide. In fall 

2006, Indiana University (IU) East, a regional campus, was in danger of being closed, partly 

due to enrollment drops associated with the evolution of a nearby technical college into a 

comprehensive Ivy Tech Community College campus. Nasser Paydar was appointed interim 

chancellor of IU East and began a turnaround effort. In March 2008, IU East and Ivy Tech 

announced a partnership in which Ivy Tech would provide college preparatory courses, 

workforce certifications, associate degrees, and transfer programming. According to a 
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report published later by the Chamber of Commerce, “IU East discontinued its remedial and 

associate degree program offerings. Students in need of remedial support were referred to 

Ivy Tech.”83 

Findings: Several new policies on articulation and transfer  

One goal of the Lumina grant was to study and disseminate 

information about the successful partnership between IU 

East and Ivy Tech. Lumina also funded IU East apart from the 

productivity grant to continue these efforts and share 

lessons learned; and funded Public Agenda to conduct 

research and provide engagement recommendations about 

student pathways for regional transfer between Ivy Tech 

and Indiana University. 

During the grant period, several state and institutional actions were taken to improve 

articulation and transfer in Indiana, including common course numbering, competency-

based articulation pathways, and pushing remediation downward:  

2010 The Commission released a new policy statement on the roles of regional 

campuses. The policy defined regional campuses at Indiana University 

and Purdue University, assigned them primary geographic 

responsibility, and specified their roles in relation to the flagship 

campuses and to Ivy Tech campuses.84 This policy has since been put 

into effect, including transfer of remedial education and most associate 

degrees to Ivy Tech and Vincennes University. 

2010 Indiana University released Blueprint for Student Attainment, which 

outlined its policies for its regional campuses, including its relationship 

with Ivy Tech.85 Indiana University also appointed an executive vice 

president for university regional affairs, policy and planning. 

2010 Indiana Chamber produced a video and published an issue of Bizvoice 

magazine highlighting the efficiency changes occurring at Indiana 

University East 

2011 The chamber released a major report by MGT of America (funded by the 

Lumina implementation grant) that examined the role of regional 

campuses, with a focus on the partnership between IU East and Ivy Tech. 

The study found that transfers from Ivy Tech to IU East increased 

substantially since the partnership, and that both institutions saw 

increases in enrollment and graduates from 2008 to 2011.86 It also found 

that the realignment of missions “freed up resources and focused the 

attention of IU East on expanding and improving its offerings at the 

bachelor’s level and above.” In turn, IU East was able to increase 

Indiana’s articulation and transfer 
efforts included common course 
numbering, competency-based 
pathways, and pushing 
remediation downward. 
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retention and graduation rates through structured pathways, academic 

advising, transfer and articulation, and improved counseling.87  

2012 The Commission worked with then-Governor Mitch Daniels and with 

legislators to achieve a common course numbering system for general 

education courses at all public colleges and universities, and an 

agreement that students with an associate degree obtained at a state 

two-year college would transfer at least 30 general education credit 

hours toward a bachelor’s degree.88 

2012 Ivy Tech launched a concurrent enrollment model, borrowed from 

Austin Peay State University and the Community College of Baltimore 

County, in which students in need of remediation would enroll 

simultaneously in remedial and regular credit-bearing “gateway” math 

and English courses. Students do not need to complete remedial 

coursework before taking regular courses. The result was increases in 

continuation rates by the spring 2013 term.89 

2012 A credit creep law was passed that caps associate degrees at 60 credit 

hours and bachelor’s degrees at 120 credit hours, with some exceptions. 

The Commission is required to work with institutions to develop, by 

2015, a competency-based articulation pathway for each program in 

which significant numbers of students transfer from a two-year to a 

four-year degree. The competency-based outcomes must be developed 

in consultation with employers.90 

2013 The Commission for Higher Education adopted the following resolution: 

“College Remediation: The Commission endorses the co-requisite model 

as a statewide best practice for postsecondary remediation and affirms 

Ivy Tech Community College’s goal of delivering 100% of its remedial 

coursework through the co-requisite model by 2014.”91 

2013 The Indiana Career Council was created to coordinate job training 

programs statewide and match them with employer needs. The council 

was given responsibility and funding for the pre-existing Indiana 

Workforce Intelligence System, which tracks students from K-12 

through college and into the workforce.92  

2013 The Legislature passed a bill that pushes remediation to the high school 

level. It requires that high school juniors take a standard college course 

placement test and, if necessary, complete remedial courses in the 12th 

grade and then re-test.  
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2013 The Legislature passed SB 98, which established an inter-university 

committee to examine regional campus government and operations, and 

SB 182 created single articulation pathways: 60-credit guaranteed 

transfer blocks that transfer seamlessly among public institutions 

statewide. 

2013 The Higher Education Commission updated its regional campus policy 

that, among other things, permits the delivery of professional practice 

doctoral degrees at regional campuses, encourages multi-campus 

collaboration on offerings, provides flexibility for partnership on co-

requisite remediation, calls for greater collaboration on messaging 

related to transfer, and clarifies that regional campus mission includes 

helping working adults graduate faster. 

ENROLLMENT CHANGES AT TWO-YEAR AND REGIONAL CAMPUSES 

Student headcount enrollment at Ivy Tech Community College increased overall by about 

30,000 students from 2008-09 to 2011-12. However, enrollment peaked in 2010-11 and 

declined by 5.2% in 2011-12.93 State leaders said that students tend to enroll in community 

colleges during recessions in order to gain or improve job skills and marketability, and tend 

to leave community colleges when more jobs become available again.  

Demographic shifts may also be starting to affect enrollment at some universities, especially 

the less-prestigious regional campuses. National sources show that enrollments of entering 

undergraduate students at prestigious IU Bloomington increased by 241 students from fall 

2011 to fall 2012, while enrollments of entering undergraduates at IU East, IU Kokomo, IU 

Northwest, and IU South Bend all had entering class size decreases of about 500 or more 

from fall 2011 to fall 2012.94 Each of those four regional campuses posted total 

undergraduate enrollment increases of between 123 and 429, possibly due to greater 

persistence of students or acceptance of transfer students (with or without degrees).  

Interviewees said that regional campuses lost some lower-division enrollments to Ivy Tech. 

A concern raised about the loss of lower division enrollments was that at four-year 

universities lower-division enrollment traditionally helps offset the cost of more expensive 

upper-division classes, which are typically smaller than lower-division classes. Since 95% of 

the state subsidy is still based on enrollment, the move of students to Ivy Tech could result 

in lost revenue for the regional campuses. While transfers of students from two-year to 

four-year colleges are not directly incentivized in Indiana’s current performance-funding 

formula, successful efforts to improve persistence toward graduation at the regional 

campuses could offset some of this loss with tuition revenue gained from retention of 

additional students to the upper division level. Also, transfer of students from Ivy Tech to 

regional four-year campuses would increase overall enrollment, so providing a new 

revenue stream in addition to that from students who entered the university as freshmen 

and continued to junior and senior levels. 
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Analysis: Promising state efforts, but challenges remain, particularly for Ivy Tech  

THE IMPORTANCE OF OVERCOMING IVY TECH’S CHALLENGES 

Partly as a cost-saving measure, the state created Ivy Tech as a statewide community 

college and pushed remediation and associate degrees to the two-year campuses. If Indiana 

is to reach its educational attainment goal by 2025, Ivy Tech will need to perform well in 

increasing student completion of credentials. To date, Ivy Tech has not performed 

particularly well in awarding certificates and degrees on time, which is traditionally defined 

as within one year for a certificate and within two years for an associate degree.  In 2013, 

state officials and Ivy Tech leaders engaged in a public disagreement over Ivy Tech’s 

graduation rate, with the state publishing a rate of 4% for first-time, full-time students after 

two years and Ivy Tech countering with a 23% graduation or 

continuation rate within six years.95 The Higher Education 

Commission’s new College Completion Reports now build a 

total student success rate incorporating both on-time 

completions of students who originally enroll at community 

colleges or four-year colleges as well as transfer student 

completions and extended time to degree.96 

Ivy Tech serves large numbers of part-time students who do not expect to and indeed 

cannot finish an associate degree within two years. It also enrolls many low-income 

students and adult students whose other responsibilities can make “on-time” completion 

difficult. In addition, the community college serves many functions that do not necessarily 

lead to student completion, including continuing adult education and the delivery of 

individual courses for skills improvement or license certification. However, a 2010 study by 

the Indiana University system indicated that student persistence rates at Indiana University 

for transfer students from Ivy Tech were roughly the same as for transfer students from 

other institutions, suggesting that Ivy Tech students fare as well at Indiana University as 

those who transfer from four-year institutions.97  

Nonetheless, having only 23% of students either graduating or continuing after six years 

may not be sufficient for the state to reach its educational attainment goals. Particularly if 

headcount enrollment continues to decline at Ivy Tech, the college will likely face greater 

pressure to retain more of its students, encourage them to take more credits each term, and 

otherwise promote progress toward certificates, degrees, or transfer.  

To complicate matters further, Ivy Tech has reported some financial challenges. Despite 

being known for its efficiencies that have helped keep tuition low, the college claims to have 

a $68 million gap between desired per-FTE funding and actual per-FTE funding. Ivy Tech 

has been studying whether it should close 20 of the 76 sites where it offers classes.98 In 

addition, the recent 8% increase in tuition may help Ivy Tech address some of its financial 

challenges. Nonetheless, some difficult choices likely remain concerning site closures at the 

Indiana pinned an important part 
of its agenda for providing 
degrees at a lower cost on the 
ability of Ivy Tech to perform. 
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same time that the state is seeking to increase completion of certificates and degrees. Ivy 

Tech’s success is critical to Indiana’s productivity efforts. 

PROMISING STATEWIDE EFFORTS TO REDUCE THE NEED FOR REMEDIATION 

Indiana’s new policies show promise in reducing the need for remediation in postsecondary 

education, and they also present challenges for Ivy Tech. As of 2013, the state moved the 

teaching of all remedial courses in postsecondary institutions to the 31 campuses of Ivy 

Tech Community College and to Vincennes University.99 The state’s new performance 

formula rewards the two-year colleges for successful remediation and to the extent that 

remediated students continue to attain degrees or certificates. In addition, the state now 

requires high school juniors to take college placement tests and, if necessary, complete 

remedial courses while still in high school and then retake the tests in the 12th grade.  

Indiana’s efforts to have high schools take greater 

responsibility for remediation should decrease the need for 

remedial coursework at Ivy Tech. However, the community 

college will probably still need to provide remedial classes 

for many students, including adults who have been out of 

school for several years. Some interviewees indicated that 

the remedial education needs of adult students, especially 

those who have been away from school for many years, 

differ from those for students attending fresh out of high school. This may complicate 

delivery of remedial instruction appropriate for all kinds of students. 

Successful remedial programs at the postsecondary level typically include the delivery of 

integrated student services such as academic tutoring, educational planning, study-skills 

development, financial aid, academic and even personal counseling.100 These services are 

expensive in staff and facilities. With a grant from Complete College America and support 

from the Commission, Ivy Tech experimented with several approaches for accelerating 

remedial coursework and adopted the co-requisite approach as its best-practice model.101 

Assessing the effectiveness and costs of the co-requisite approach as it expands over time 

will be important.  

It will also be important to examine the consequences of placing all postsecondary 

remediation at Ivy Tech and Vincennes. The perception of a difference in academic quality, 

for example, may affect the willingness of four-year institutions to commit to articulation 

and transfer agreements. This perception was voiced by an interviewee; the perception that 

courses taught at Ivy Tech, particularly those taught by adjunct faculty, might not have the 

same academic rigor as equivalent courses taught at the universities. The point was also 

raised during an interview that Vincennes University, which offers primarily two-year 

degrees, has been working to assure rigor through academic assessments, which could help 

to alleviate this concern. 

Indiana’s new policies show 
promise in reducing the need for 
remediation in postsecondary 
education, but they also present 
challenges for Ivy Tech. 
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REPLICATION OF PARTNERSHIP FEATURES MAY NOT BE TRANSFERABLE 

The partnership developed by IU East and Ivy Tech Richmond—in which the two 

institutions realigned their missions, collaborated on programs, and saw increases in 

enrollments—was partly the result of special circumstances that may limit replication of the 

successes:  

 Location. The co-location of the two campuses facilitated the sharing of services 

such as student advising.  

 Historical circumstances. Dire fiscal and enrollment challenges at IU East prior 

to the partnership necessitated drastic actions and may have contributed to 

faculty and staff willingness to undertake these actions.  

 Vibrant leaders. The charismatic leadership and personal relationship of the 

two institutional leaders in charge at the start of the relationship helped to 

drive the partnership.  

Some of the key changes that were implemented at these institutions focused on advising, 

transfer, regionally targeted marketing of online education, and performance-based 

budgeting pushed to the school and department levels. The two leaders are no longer at 

their respective institutions. Nasser Paydar resigned from IU 

East to become executive vice chancellor at Indiana 

University-Purdue University Indianapolis in June 2012, and 

the chancellor of Ivy Tech Richmond retired. Whether the 

new leadership will continue the collaborative efforts is 

unknown, but interviewees said that some faculty and staff 

have taken on collaborative roles that will likely continue 

even as the top leadership changes.  

It is also an open question as to whether the changes at these institutions are transferable to 

other regional campuses. Indiana University’s focus on regional campuses in its strategic 

plan and its creation of a new vice presidency of regional affairs show a commitment to 

regional collaborations, but this evaluation did not uncover direct evidence thus far of 

replication of the close partnership practices that were seen between IU East and Ivy Tech.  

SOME GROWING CONNECTIONS BETWEEN REGIONAL CAMPUSES AND BUSINESS LEADERS  

In 2010, the Commission for Higher Education instructed 

regional campuses to develop programs and applied 

research related to the economies of their region. Only in the 

last year, however, has there been a statewide push for these 

efforts—through the new state strategic plan and the 

creation of the Indiana Career Council and associated 

regional councils.  Prior to 2013 one regional campus leader 

reported having difficulty attracting business leaders to 

Special circumstances at Indiana 
University East and Ivy Tech 
Richmond may limit replication of 
their collaborative successes.  

 

This renewed attention by 
business and community leaders 
to higher education issues has 
the potential to expand the 
workforce development at 
regional campuses. 
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advisory councils. It is not clear how widespread the problem was at other campuses at that 

time. The Indiana Chamber also said, in hindsight, that it did not involve its Business Higher 

Education Forum as fully as it might have in its productivity grant activities.  In 2013, 

however, interviewees described active partnerships, with local and regional career 

councils forming in many locations and bringing together business, higher education, and 

community leaders to discuss how to increase college access and success. This renewed 

attention by business and community leaders to higher education issues has the potential to 

expand workforce development at regional campuses.  

Accelerated learning and low-cost delivery through WGU-Indiana 

History: Strong foundation in online learning  

Indiana has a long history of offering online education. More than 15 years ago, Indiana 

University pioneered online education and now has more than 80 established programs 

across its campuses.102 In 1996, Indiana Governor Evan Bayh was one of the 19 founding 

Governors that launched Western Governors University, a private nonprofit university 

providing online, competency-based certificates and degrees in high-demand, high-paying 

fields. The Indiana Higher Education Telecommunications System coordinates online 

education in the state through the Indiana College Network, which includes most public 

colleges and universities as well as many private institutions.103  

Findings: WGU-Indiana’s enrollments have grown notably, but remain small  

The Lumina grant had no specific goals related to online education. However, the 

Commission for Higher Education included information about online education and 

competency-based degrees in its Trustees Academies. Indiana was represented at national 

Strategy Labs Network convenings on competency-based education.  

Indiana University and one of its regional campus, IU East, expanded their online offerings 

during the grant period.104 The most notable development regarding online education, 

however, was the executive order by Governor Mitch Daniels in 2010 that established WGU-

Indiana, the first such state partnership with Western Governors University. The creation of 

WGU-Indiana provided Western Governors University with an academic structure and 

branding in the state. Start-up and initial marketing costs were partially supported by 

Lumina separately from the productivity grant. WGU-Indiana receives no direct funding 

from the state, but its students are eligible for state financial aid.  

WGU-Indiana had notable growth in its first three years. It grew from just over 250 students 

when founded on June 11, 2010, enrolling its 2,000th student by December, 2011, and had 

increased tenfold to 2,600 students by its second anniversary on June 11, 2012.105 Its 

growth to 3,300 students in 2013 is impressive, but it is currently still smaller than the 

smallest regional campus of Indiana University, IU Kokomo, which served 3,719 students in 

fall 2012.106 As it gets bigger its growth rate is of course slowing, but it has clearly identified 
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a higher education market niche. It is a solely online university and as such serves students 

both inside and outside of Indiana.  

Analysis: WGU-Indiana is expanding the dialogue about new models in Indiana  

In supporting start-up costs of WGU-Indiana, Lumina 

expanded the dialogue and understanding of new models for 

educational delivery in Indiana, but it is too soon to know 

the extent of the changes underway. WGU-Indiana has a 

small enrollment footprint, but is pushing the state’s 

boundaries in many areas, compared with the more 

established public universities. One contribution to state 

policy discussions is its focus on competency-based degrees 

and academic assessment. Another is its focus on enrolling working adults; its average 

student age is 37. WGU-Indiana is also a major contributor to articulation and transfer in 

Indiana. It has strong articulation agreements with Ivy Tech, waiving the equivalency of up 

to 40 credits when students transfer to WGU-Indiana with an associate degree from Ivy 

Tech.107  

In addition, WGU-Indiana’s tuition policies are unique in the 

state. Since its inception, its tuition has remained at a flat 

rate of about $3,000 per six-month period (depending on the 

degree program), regardless of the number of courses a 

student takes. WGU-Indiana offers discounted tuition to 

specific groups such as state employees, employees of a 

large Indiana University hospital system, and some companies. In these cases, the university 

foregoes a portion of its tuition income in order to increase total net income from increased 

enrollment.  

As a totally online university, WGU-Indiana does not need to build or maintain buildings, 

except for those needed to house its computer facilities. It also does not maintain a 

traditional library. On the other hand, WGU-Indiana only uses full-time faculty; it pairs a 

coach with each student for weekly mentoring, and assigns faculty to provide additional 

academic assistance to students. Still, its faculty costs may be lower than traditional 

universities, partly because students can receive credit for existing experience and 

knowledge, thus requiring fewer introductory course sections. Its program offerings are 

more limited than at many traditional public universities and include majors that typically 

attract large numbers of students or whose graduates are in high demand by employers. 

This reduces the need for faculty across a large number of different majors, some of which 

may only attract a few students. Without the limits of physical classroom space, each WGU-

Indiana faculty member can potentially teach larger online classes.  

The state’s universities have been slow to embrace competency-based learning,108 but 

interviewees said that WGU-Indiana recently has been sharing its competency-based 

WGU-Indiana thus far has a small 
enrollment footprint but is pushing 
the higher education boundaries 
in many areas and has grown 
rapidly. 

 

 

 

There are other important online 
assets in Indiana with 
opportunities for expansion that 
may deserve support. 
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approaches with public universities in the state. Purdue reportedly started to wade into 

competency-based education by offering prize money to the first academic department to 

develop a competency-based degree program. Ivy Tech’s Associate Accelerated Program, 

noted above, is also competency based. 

Meanwhile, there are other important online assets in Indiana with opportunities for 

expansion that deserve support. In contrast to the rollout of WGU-Indiana, for example, 

there was little press coverage when Indiana University in 2012 announced a major new 

online education initiative that included: (1) funding a new Office of Online Education and 

(2) awarding $2 million to Indiana University campuses to create new online options and to 

explore experimental modes of education.109 This effort may have potential for greater scale 

than WGU-Indiana. 
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Indiana did not make major policy changes regarding business efficiencies at the state level. 

However, two annual Trustees Academies aimed to focus trustees on making their institutions 

more productive, the National Center for Higher Education Management Systems conducted 

research into the efficiency of Indiana universities and colleges which received media and 

political attention when first released, and the regional campuses and Ivy Tech continued their 

pre-grant cooperative efforts aimed at improving the efficiency of their operations. 

History: Extensive use of high-cost institutions 

In 2004, a state efficiency commission’s subcommittee on higher education reported that 

“Indiana has relatively efficient institutions but an inefficient [statewide] system” of higher 

education.110 This was prior to the 2005 transformation of the state’s technical colleges into 

multiple campuses of a comprehensive community college called Ivy Tech. Compared with 

other states at the time, Indiana enrolled a substantially higher proportion of its students at 

more expensive research and doctoral-granting institutions, rather than at lower-cost 

regional universities and community colleges. The report concluded, “As a result, costs per 

student in Indiana are higher than in many other states.”111  

Findings: Efforts made to study efficiencies and set targets for cost per degree 

Indiana’s implementation grant did not focus on developing statewide or institutional 

efficiencies in higher education. However, the grant did support efforts by the Chamber of 

Commerce to examine efficiency and cost-effectiveness in higher education. In addition, 

Lumina President Jamie Merisotis voiced support for efficiency efforts frequently in the 

state, especially those by Ivy Tech. During the grant period, Indiana’s efforts to improve 

business efficiencies included the following: 

2010 The Chamber of Commerce Foundation, with Lumina support, 

contracted with the National Center for Higher Education Management 

Systems to produce a series of reports on productivity at the state’s 

public colleges and universities, including cost per degree and other 

indicators of performance relative to costs.112 Although the report found 

room for improvement and some variation by region, it also stated that 

“overall, most of the public institutions in Indiana are performing at 

average levels relative to their resources and education-related 

expenditures—compared to their peer institutions.”113  

  Business Efficiencies 
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2011 The chamber’s major report on regional campuses (funded by Lumina) 

noted several institutional efficiencies resulting from the partnership 

between Ivy Tech Richmond and IU East, including shared library and 

recreational facilities and shared support services (such as security, food 

service, grounds, and storage). Opportunities for sharing financial and 

human resources were more limited because of differences between 

computer management systems. IU East also gained administrative 

savings through (1) a campus reorganization that eliminated two vice-

chancellor positions and (2) the implementation of Responsibility-

Centered Management, which pushed responsibilities for revenues and 

cost controls to individual schools and departments. Administrative cost 

savings were used to hire more faculty. The report concluded that 

through these efforts IU East accumulated operating reserves and that 

on campus, “the value of productivity improvement is widely 

appreciated.”114  

2011 IU East received a separate Lumina grant to document and disseminate 

information about its operational efficiencies in student services and 

academic programs.115  

2012 The Commission for Higher Education included business efficiencies as 

one of its areas of focus in its 2012 strategic plan, Reaching Higher, 

Achieving More.  

2013 The Commission followed up on 

its strategic plan by working with 

institutions to set targets for 

reducing cost per degree at their 

campuses, as well as other 

return-on-investment reporting.  

Analysis: Institutions focusing on investments that can lead to greater productivity  

The Chamber’s efforts to study business efficiencies early in the grant period showed some 

results, and recently the Commission requested that institutions set cost-per-degree targets 

at their campuses, as well as provide other reporting. Interviews with institutional leaders 

suggest that the work to find business efficiencies has been going on for years within higher 

education and that cost-per-degree may not be the best way to capture greater efficiencies 

and effectiveness.  

The institutional leaders (including chief financial officers and provosts) gave credit to the 

Chamber of Commerce, the Commission for Higher Education, and Lumina for repeatedly 

emphasizing the need for business efficiencies—for example, at the Weldon Conferences. 

They also said that looking for efficiencies had already become routine for them and that 

The Commission for Higher 
Education requested that 
institutions set cost-per-degree 
targets for their campuses.  
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operating “on a thin margin” was the normal course of business. Examples include the 

following:  

 Interviewees enumerated a list of efficiencies they had implemented in 

business processes, financial aid delivery, the registrar’s office, and bursar 

operations. 

 They described a joint service center, standardized process changes, and other 

efficiencies that had been developed across seven Indiana University campuses.  

 Other efficiency targets included student housing and wellness initiatives, 

although one person noted a 23% increase in healthcare benefits costs that 

absorbed the efficiency gains. 

 Interviewees said that Ivy Tech President Tom Snyder, who came from the 

private sector, has focused on efficiency and productivity, which had helped 

subsidize the growth of the institution.  

One point made during the interviews is that, while benchmarking administrative processes 

is a good approach to business efficiencies, much of the cost of higher education is in 

personnel, including faculty needed to teach students. The number of instructional faculty 

varies by enrollment and several other factors, including the majors offered. A related 

comment was that cost per degree is only a good metric if the number of students enrolled 

each year remains constant. If persistence and graduation rates remain constant, and cost 

per degree is measured as current year’s cost for all enrollment divided by number of 

degree recipients, then cost per degree will fluctuate based on the size of the entering 

class(es) whose persisting students are graduating that year. If both enrollment, and 

particularly new enrollment, and persistence to graduation are fluctuating and the cost of 

providing an education is also changing it becomes difficult to interpret the causes of 

changes in the cost per degree ratio from one year to the next. The following comment made 

by an Indiana business leader in regard to the costs of student financial aid, rings true of 

other investments as well:  

“The problem is that you’re looking at the cost and not the result of the 

expenditure. . . [If] you’re making an expense on a student and that 

student is finishing [then] you’ve got a return on your investment. 

Whereas before you were spending all the money 

but you weren’t getting any results out of it . . ., 

now, you’re spending more but you’re getting 

results.”  

Rather than taking up the banner of administrative 

business efficiencies, Indiana appears to be focusing more 

on effective investments that could lead to greater 

productivity, even though these efforts may be more costly 

in the short term. Since the implementation grant started:  

Rather than taking up the banner 
of administrative business 
efficiencies, Indiana appears to 
be focusing more on effective 
investments that could lead to 
greater productivity. 
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 Ivy Tech invested in the more expensive co-requisite model for delivering 

developmental education.  

 State policy passed that requires universities and colleges to provide 

structured degree maps for all majors.  

 The higher education commissioner recently called on the state’s colleges and 

universities to embrace proactive advising practices to help students better 

navigate their program of study and complete college on time.116  

 Interviewees spoke of the need for better financial aid advising, that an 

electronic FLAGS system has been introduced throughout Indiana University 

campuses, and that Purdue has instituted a red, yellow, and green flag system 

to provide students, faculty and advisers with early warning of student 

difficulties in completing a course or advancing toward graduation.  

There are upfront costs to introducing each of these academic efficiencies before 

institutions can see the return on their investments. The question remains as to whether 

institutions will be able to invest sufficiently in these efficiencies on their own, or whether 

they will need help from the state through increased appropriations.  
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II. Insights across the Four Steps 

    OVERALL TAKEAWAYS  

Indiana’s actions to increase productivity in higher education 

focused on state policy change. The grant work built on the state’s 

performance-funding history by engaging stakeholders in the 

development of new performance-funding criteria. Throughout the 

grant period, the Chamber of Commerce and the Commission for 

Higher Education were at the forefront of state efforts to build 

support for revisions in performance funding. The Legislature 

revised its performance-funding formula in both the 2011-2013 and 

2013-2015 biennia, and increased performance funding to 5.5% of 

the higher education budget.  

Indiana’s history and experience with performance funding suggest 

that:  

1. creating the right metrics to fairly reward different 

institutional missions is difficult but important; 

2. colleges and universities have adopted changes in institutional 

policies and practices in response to the formula’s emphasis on 

increasing completion rates; and 

3. a statewide student unit record information system would 

allow for more accurate measures of transfer, retention and 

completion as well as improve the ability to research and then 

act on research evidence to adjust success criteria for various 

characteristics of students. 

 

Given these factors, it might be 

prudent for states to devote a 

modest share of the higher 

education budget to performance 

funding, at least until more is known 

about its impacts on higher 

education institutions – both 

intended and unintended. Increasing the share of the state budget 

devoted to performance funding too high could lead to excessive 

focus on only those aspects of institutional mission that are directly 

rewarded by the funding formulas.  

Indiana’s experience with 
performance funding 
demonstrates the importance of 
engaging with higher education 
leaders. 
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Performance funding formulas reflect what the state values most and, perhaps, also what 

can be validly measured. Indiana’s formula clearly shows the state’s valuing of completion. 

State policy also shows that Indiana values successful two- to four-year transfer but its 

current student tracking system does not adequately measure this. Also, communities 

served by institutions may value other things not reflected in Indiana’s formula such as job 

training or lifelong learning opportunities which are important to the mission of some 

institutions. There are sometimes tensions between state and institutional interests and 

whether a particular state policy can reasonably be expected to address all state interests. 

For example, in Indiana the state cares about job training but splits job training 

responsibilities between high schools (technical training), higher education, and workforce 

development. 

Indiana’s experience with performance funding also suggests the importance of engaging 

with higher education leaders. Including college and university leaders in discussions about 

performance-funding measures can help the political processes of getting the measures 

passed and keeping them intact. Slowing down future changes to performance funding 

measures would give institutions time to programmatically respond to the formula and 

better enable the state to determine if its current approach is working before modifying it 

further. We were told by the Indiana Commission for Higher Education that this is precisely 

what they are hoping, to keep the current formula stable long enough to evaluate its impact 

before tweaking it further. 

Indiana’s productivity work also featured the following:  

 A study of the productivity-related innovations at regional campuses, with 

a focus on the partnership between IU East and Ivy Tech. Lumina also 

supported IU East’s change initiatives before, during and after the 

leadership of Nasser Paydar. This evaluation did not uncover direct 

evidence that the changes initiated through the close partnership 

between IU East and Ivy Tech were replicated at other institutions.  

 Two Trustees Academies that informed institutional board members and 

others about productivity-related issues, including business efficiencies. 

This evaluation did not uncover additional outreach and communications 

to trustees specifically about wider issues of productivity – as originally 

intended by the Lumina grant – beyond discussions related to 

performance funding. 

 Support for some start-up costs of WGU-Indiana, which has achieved 

notable growth in enrolling 3,300 students in the state. WGU-Indiana 

appears to be broadening the discussion about new educational delivery 

options in the state.  
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Partially as a result of working with Lumina, Indiana also 

developed a new strategic plan in 2012, with completion, 

productivity, and quality as its three areas of focus. The 

plan, called Reaching Higher, Achieving More, featured a 

statewide goal to have 60% of the state’s working-age 

population with a college degree or certificate by 2025, and 

identified measures to assess progress toward the goal.  

Indiana’s productivity grant did not include goals directly related to financial aid or to 

tuition policy, but the state made progress in creating financial incentives to support on-

time completion. In particular, the Commission for Higher Education engaged with higher 

education leaders to revise the state’s need-based grants through an innovative approach 

that provides higher levels of aid for those who are enrolled in at least 30 credits per year, 

while still providing base scholarship amounts for those meeting the minimum 12 credits 

per term. This offers a base level of aid for those whose jobs or family responsibilities do 

not enable them to take more than 12 credits per term, but it still provides challenges for 

students who are part-time (that is, those who fall below the 12-credit minimum). In 

addition, the Legislature gave the Commission for Higher Education greater authority over 

financial aid policy. 

The state also made progress in creating new policies for articulation and transfer, 

including common course numbering, competency-based articulation pathways, degree 

maps, and a better student tracking system. In addition, the state moved the teaching of all 

remedial courses in postsecondary institutions to the 31 campuses of Ivy Tech Community 

College and to Vincennes University. Indiana also took steps to have its K-12 system take 

greater responsibility for remediation, by requiring high school juniors to take college 

placement tests and, if necessary, complete remedial courses in the 12th grade and retake 

the tests. 

FACTORS LIKELY TO IMPACT INDIANA’S PRODUCTIVITY WORK 

Impact of policy changes on institutional behavior promising but not fully 

known 

One of the primary purposes of developing new state policies on performance funding, 

student incentives, and new models for educational delivery is to increase the attainment of 

high-quality degrees or certificates in order to improve employment opportunities for state 

residents and help the state meet current and future workforce needs. Based on recent 

trends, Indiana is increasing the proportion of residents who have a college-level degree or 

certificate, but the rate of increase is too small for the state to reach its 60% attainment goal 

by 2025.117 In performance funding, Indiana included new metrics in 2009 to support 

degree completion by low-income students, and added an incentive for high-impact degrees 

in 2011. These and other state and institutional actions may have contributed to the small 

The state made progress in 
creating financial incentives to 
support on-time completion, 
articulation, and transfer.  
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increases in educational attainment in the state. Alternatively, those increases could be 

associated with the larger number of students who enrolled in higher education in Indiana 

during the Great Recession. At this time, it is impossible to assess the true impact of 

Indiana’s policy initiatives on influencing institutional and student behaviors. 

As early as March 2012, some in Indiana were attributing 

the summer tuition reductions and innovations of 2011 

and early 2012 as institutional reactions to performance 

funding and its emphasis on outcomes and on-time 

completion.118 Other factors, however, such as negative 

legislative and public reactions to hefty tuition increases, 

may also have moved institutions to change their tuition 

policies. Provost Tim Sands of Purdue University spoke out in favor of performance funding 

at the time, but also said,  

“We have other revenue streams, including tuition and research. We 

fortunately have generous donors and they help us sustain the 

university. State appropriations are a piece of the puzzle—an important 

piece, but it’s not the whole thing.”119  

In discussing institutional efforts to limit tuition increases during that period, some higher 

education leaders denied that legislative pressure had much effect. In 2011, IU spokesman 

Mark Land said, in response to a reporter’s inquiry, that the tuition cut wasn’t a direct 

response to the Legislature, but he acknowledged a “heightened awareness” among 

institutional leaders that they needed to reduce the cost of college and make it easier for 

students to graduate within four years.120 Indiana State University Treasurer Diann McKee 

also downplayed legislative pressure in the university’s decision to roll back a tuition 

increase, saying that the economic climate and the proportion of first-generation (and so 

lower-income) college students at the university played a large role.121  

During interviews in 2013, institutional leaders identified changes in institutional financial 

aid and tuition policies, as well as academic advising, that they reported were in response to 

the performance formula’s emphasis on increasing completion rates. Innovations such as 

these deserve fuller study, to examine: how institutions have reacted to the changes in state 

policy; which policies and practices have changed within institutions; and how widespread 

the actions have been. A next set of questions involves examining changes in student 

behaviors. Currently, the potential impacts of the policy changes on institutional and 

student behaviors look promising, but they are not yet fully known.  

At this time, the impact of the 
policy changes on institutional 
and student behaviors look 
promising, but they are not yet 
fully known. 
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Financial issues at Ivy Tech may challenge state attainment goals 

The financial challenges that face Ivy Tech raise questions about the ability of a rapidly 

growing public college or university to survive under conditions of limited tuition increases 

and multiple years of state underfunding. Ivy Tech was founded as a multi-campus 

community college in 2005 and has grown by over 60,000 

students since then. It has been praised nationally for 

efficiency, yet it is facing serious financial difficulties. 

According to a 2013 Inside HigherEd article, “Ivy Tech’s 

requested level of state support has long been $3,500 per 

student (the total cost of education per student is $4,665). 

Yet the state’s current contribution is$2,543.”122 One reviewer of this report noted that the 

new biennium granted Ivy Tech a significant increase in operating dollars which will bring 

this total up over the next two years. 

Ivy Tech has had to defer improvements in facilities and technology, but cannot do so 

indefinitely. If more students are to take more credits per term in face-to-face courses, then 

eventually Ivy Tech may need more space to offer enough sections—yet the community 

college is considering closing some sites. The alternative to closing sites might be to 

eliminate majors and the faculty who teach them, but either option may make it more 

difficult for Indiana to ramp up educational attainment to meet its state goals by 2025. 

There are also marginal costs (for example, in hiring additional faculty and student 

advisors), once a university or college reaches certain sizes or educational quality may 

suffer.  

Increasing business involvement in higher education is important 

Indiana is below the U.S. average in the proportion of the population with an associate 

degree or higher (see Table 6). One reason may be that Indiana has a greater out-migration 

of college graduates than in-migration.123 Comments from interviewees suggest that many 

highly educated residents move away because the state does not have the economy to keep 

them here. Even if performance funding, student incentives, and new models of education 

result in an increase in degree completions, there still has to be an appropriate set of jobs to 

keep college-educated residents in the state. 

 

 

Financial difficulties at Ivy Tech 
make it more difficult for Indiana 
to meet its state goals by 2025. 
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In its 2013 publication A Stronger Nation through 

Higher Education, Lumina suggests that almost 

two-thirds of U.S. jobs will require some form of 

postsecondary education by 2020. Lumina also 

reports the proportion of adults (ages 25-64) with 

at least an associate degree—both at the state 

level and down to the county level. In Indiana, the 

share of adults with an associate degree ranges 

from about one in five residents in some counties, 

up to about half in other counties.124 Job 

opportunities vary by county, with workforce 

demand depending on the number of jobs 

available and the skills and knowledge required to 

meet those job qualifications. One point raised 

during interviews is that about 80% of regional 

campus graduates remain in their region after 

graduation. This underlines the importance of 

regional campuses working with local businesses 

to identify high-needs fields and ensure they are 

providing enough graduates with the skills needed 

to fulfill regional workforce requirements.  

One suggestion raised during interviews was that 

the state Chamber of Commerce could be making 

more effective use of its Business Higher  

Education Forum than it did in the early years of the Lumina grant to forge deeper business-

higher education partnerships. A comment was also made that the chamber is planning to 

use this body more effectively in the future, which is good news given the Governor’s recent 

push for statewide and regional career councils.  

The business championing of the state’s higher education attainment goals that this 

evaluation uncovered came largely from the Chamber’s work and public statements made 

by Lumina’s president. The Indiana Chamber has a very long history of advocating for the 

needs of high-quality postsecondary degrees for the economic well-being of the state, and 

was one of the early adopters of the 2025 goal to increase the percentage of the Indiana 

population that has a postsecondary degree. The Commission for Higher Education also 

included local and regional business community leaders in its public meetings to discuss its 

latest strategic plan. Local business leaders who were interviewed talked more about the 

need for postsecondary education to meet their specific workforce needs rather than 

overall championing of the need for all residents to attain certificates and degrees. This 

perspective may change as new efforts to form regional career councils unfold.  

 
Table 6 

Share of the Population with an Associate 

Degree or Higher, 2009 and 2010 

 2009 2010 

Indiana 35.2% 36.1% 

U.S. Ave. 38.8% 39.3% 

 

Source: U.S. Dept. of Education (July 12, 2012) New 
State-by-State College Attainment Numbers Show 
Progress Toward 2020 Goal, found at 
http://www.ed.gov/news/press-releases/new-state-state-
college-attainment-numbers-show-progress-toward-
2020-goal.  

Regional campuses need to work 
with local businesses to identify 
high-needs fields and ensure they 
are providing enough graduates 
with the skills needed to fulfill 
regional workforce requirements. 

 

 

http://www.ed.gov/news/press-releases/new-state-state-college-attainment-numbers-show-progress-toward-2020-goal
http://www.ed.gov/news/press-releases/new-state-state-college-attainment-numbers-show-progress-toward-2020-goal
http://www.ed.gov/news/press-releases/new-state-state-college-attainment-numbers-show-progress-toward-2020-goal
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Impact of online education in contributing to degree attainment not yet 

known 

WGU-Indiana has been highlighted as an innovative educational model both for its focus on 

competency-based assessment and for its use of online educational methods. Indiana 

University is increasing its online offerings. There is ample evidence that online education 

does not work well for all students and there are efforts underway to identify which 

students are most likely to succeed in online settings.125 Generally, many online programs 

recruit students who are self-motivated, have good time-management skills, have some 

experience with technology, and have access to computers and the Internet.126 Given these 

criteria, it is not known how much online education will contribute to state efforts to 

substantially increase educational attainment.  

SUSTAINABILITY AND TRANSFERABILITY  

Limitations to the transferability of Indiana’s efforts 

Lumina is headquartered in Indianapolis. The state Chamber of Commerce and the Indiana 

Commission for Higher Education are both within a short walk from Lumina’s main offices. 

Lumina’s president is a member of the Chamber of Commerce’s Business Higher Education 

Forum, and interviewees said that he and the higher education commissioner work together 

closely. As a result of Lumina’s many relationships in Indiana, the state is in a unique 

position to benefit from the foundation’s expertise, its grant opportunities, and its roles as 

connector, convener, and conveyor of information.  

Indiana participated in almost every major grant program Lumina started during the 

productivity grant period. Staff from the Commission for Higher Education participated in 

many Strategy Labs Network events, especially when held at Lumina’s headquarters. In 

addition, the Commission hired HCM Strategists, one of the grant’s national partners, to help 

develop its 2012 state strategic plan and to complete a major study of financial aid. 

Interviewees also said that Lumina helped refer the state Chamber of Commerce to MGT of 

America when it was looking for a consultant to undertake a study of regional campuses.  

The result of these relationships is a close alignment between Lumina’s priorities for higher 

education and Indiana’s areas of innovation. This alignment is exemplified by a comment 

made by a state leader:  

“The state seems to follow Lumina’s recommendations remarkably closely. I 

think that the state has been very happy to be kind of a test bed for Lumina. 

Lumina has funded a lot of activities at the state level to support them.”  

The net result of what seems to be a highly successful partnership is that Indiana is a special 

case as a test bed for improving higher education productivity. This uniqueness needs to be 
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taken into account when understanding how innovation works in Indiana and the extent of 

its transferability to other state contexts. 

Shifting from policy to implementation to generate change  

During the grant period, Indiana was very active at the state level in developing higher 

education policy. The state Legislature passed a flurry of productivity-related policies in 

multiple legislative sessions, with new major policies in performance funding, state 

financial aid, and articulation agreements and student pathways. In addition, the Legislature 

gave the Commission for Higher Education greater power and authority, including over 

financial aid policy. Indiana’s approach of emphasizing state policy changes may have 

worked because of strong support from then Governor Mitch Daniels and the close alliance 

between the Commission for Higher Education, the Chamber of Commerce, and Lumina. 

Current Governor Mike Pence has focused more on K-12 and vocational education, which 

may benefit Indiana’s colleges and universities if students entering higher education are 

better prepared academically.  

Meanwhile, the state policy agenda appears to be well 

established in Indiana, and the focus of need related to 

higher education productivity may already to be shifting 

toward understanding how institutions and students 

respond. Many higher education leaders said that Indiana 

needs to stop engaging in new major changes at the state 

level, stabilize the performance metrics and the percentage 

of allocations based on it, and collect data to learn what 

really works. Institutional leaders reported several 

innovative changes to their institutional policies for 

financial aid, tuition, and academic advising, and they attributed the changes to the 

performance formula’s emphasis on increasing student completions. Causal links are 

difficult to make in relating any state policy to institutional actions, but these are the kinds 

of institutional changes that Dougherty et al. view as necessary to identify and monitor, if 

performance funding is to be associated with important changes in student outcomes.127  

With many new state policies in Indiana enacted to increase productivity in higher 

education, now is the time to focus on examining the challenges and successes of 

implementation, to understand and share what works—and what does not work—in 

Indiana’s colleges and universities. Many state policymakers and higher education leaders 

in Indiana said they highly value Lumina’s role in convening people and conveying 

information within and across states. A promising next direction may be to support and 

assess changes in institutional and student behaviors, and to foster an exchange of what 

works. 

 

A pressing need in Indiana now 
that many state policy changes 
have occurred is to support and 
assess changes in institutional 
and student behaviors to 
determine what works and to 
share this learning. 
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Appendix II: Methodology 

In 2008, Lumina asked SPEC Associates (SPEC) to evaluate its 

investments in the seven states participating in an initiative 

known as Making Opportunity Affordable, which later 

became known more broadly as Lumina’s higher education 

productivity initiative. The central evaluation question 

involved the relationship between the initiative’s work and 

changes in state and system-wide policies that affect 

productivity. It is important to note that SPEC’s evaluative 

efforts focused on the effectiveness of Lumina’s investments 

in each state, rather than the effectiveness of each state’s 

efforts in accomplishing its grant goals. Each of the states had 

access to an in-state evaluator to evaluate its own work.  

Some of the challenges in this evaluative work included the 

following:  

 The initiative’s overall purposes, objectives, and 

strategies emerged over the course of the work 

and changed several times during the grant 

period.  

 The initiative did not adopt a theory of change or 

articulate critical assumptions undergirding its 

Four Steps agenda. 

 The initiative did not adopt an overall cross-state 

definition of productivity or strategy to measure 

progress or effectiveness in achieving the 

initiative’s objectives.  

 

SPEC gathered data from a wide range of sources and looked deeply at each state’s 

efforts. SPEC analyzed its data using multiple methods, as summarized below. The 

period of examination is from the beginning of Lumina’s work with the states in 2008 

through the fall of 2013. SPEC’s evaluation team consisted of nine seasoned 

professionals in the areas of program evaluation, higher education systems and 

governance, state higher education policy, systems thinking, evaluation of inter-

organization collaboratives and networks, strategic planning, institutional research, 

and assessment of student learning outcomes. Each of the seven states was assigned 

two members of the evaluation team who were responsible for identifying relevant 

documentation, participating in monthly conference calls with state teams, 

interviewing higher education leaders, analyzing state-specific data, and drafting state-

specific reports. 

This individual state report is one 
of seven that examines the 
productivity-related 
accomplishments in each of the 
implementation states during the 
grant period. A national technical 
report, Cross-State Technical 
Report for Lumina’s State-Based 
Efforts to Improve Productivity in 
U.S Higher Education: A 
Summary of Deeper Work in 
Seven States, provides a detailed 
summary of the work across the 
seven states. A national 
evaluative report, Improving the 
Yields in Higher Education:  
Findings from Lumina 
Foundation’s State-Based Efforts 
to Increase Productivity in U.S. 
Higher Education, presents the 
evaluation team’s major 
conclusions about the initiative’s 
potential impacts and 
implications. The reports are 

available at www.specassociates. 
org. 

 

http://www.specassociates.org/
http://www.specassociates.org/
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Data analyses and interpretation 

  Data analyses and interpretation included the following: 

 

 Examination of each state’s goals and achievements through their policy 

contexts, including higher education governance, leadership, finance, and 

accountability 

 Monthly synthesis of newly acquired information and insights 

 Coding and tagging of concepts and themes in documents, transcripts, and 

data reports 

 Comparison of states’ progress in productivity-related activities 

 Analysis of patterns and trends across states on factors external to higher 

education 

 Sense-making via: 

 Focused discussions with state grant team members; 

 Final site visit discussion with key higher education leaders; 

 Feedback on reports from state team members and from Lumina’s 

national support organizations; 

 Reflection with Lumina staff and its national productivity partners; 

and 

 Ongoing interpretive discussions among evaluation team members  

 

Data sources 

Qualitative data were collected from the following sources, and included 

approximately 435 documents related to Indiana: 

 State and national reports and legislation 

 Focused observations at national and state meetings 

 Monthly conference calls with state teams over a three-year period 

 In-depth telephone interviews with higher education leaders, business 

representatives, faculty, students, and state legislative policymakers 

 Three site visits to each implementation state for in-person interviews with 

stakeholders 

 Focused interviews with national organizations and individuals connected 

to Lumina’s investments in productivity 

 Media reports  

 

Quantitative data were collected from the following sources: 

 Reports and secondary data from these sources:  

 Higher education boards 

 Legislative research organizations 

 U.S. Census Bureau 
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 State demographers 

 K-12 agencies 

 Statewide nonprofit organizations 

 Higher education and education policy organizations 

 Databases available from these sources:

 National Information Center for Higher Education Policymaking and 

Analysis  

 National Association of State Student Grant and Aid Programs 

 Integrated Postsecondary Education Data System (IPEDS) 

 Comparative state financial data (Grapevine) 
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