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Briefing Topics

o Background of Community Colleges and Higher Education Operations funding

o Community Colleges Performance Formula

o Higher Education Performance Formula

o FY 2021-22 House Passed Formulas

o FY 2022-23 Executive Recommendation on Community Colleges and Higher 
Education Operations funding
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Community College and Higher Education 
Operations Funding
The legislature annually appropriates funds for individual community colleges and 
public universities.

This process has included the use of a performance funding formula to allocate the 
total increase (or decrease) in state appropriations for community college and public 
university operations. 

Between FY 2012-13 and FY 2021-22, increased funding for community colleges 
and public universities are distributed using separate performance formulas within 
each budget. The formulas are specified in annual budget act language. 

Each community college and public university’s operations funding currently 
consists of three parts:

• Baseline funding - the total amount appropriated in the prior year

• Performance funding - new appropriations determined through the formula

• North American Indian Tuition Waiver costs - funding provided to community 
colleges and public universities to cover waived tuition costs for eligible 
students
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Community Colleges Performance Formula

FY 2021-22 Formula Component
% of 

Performance 
Funding

FY 2021-22 
Amount

Across-the-Board Sustainability adjustment 30% $970,950

Contact hour equated students, weighted for health & tech fields 30% 970,950

Performance Completion Improvement 10% 323,650

Performance Completion Number 10% 323,650

Performance Completion Rate 10% 323,650

Administrative Costs 5% 161,825

Local Strategic Value Component 5% 161,825

Total Performance Funding 100% $3,236,500

The formula is based on the recommendations made from the FY 2015-16 Performance 
Indicators Task Force. The formula specifies the percentage of total performance funding 
that is distributed under each metric, although FY 2021-22 uses the formula to allocate 
one-time funding.

Completions are defined as students obtaining a degree, certificate or transfer to a 4-
year institution.
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Community Colleges Performance Formula



Higher Education Performance Formula

FY 2021-22 Formula Component
% of 

Performance 
Funding

FY 2021-22 
Amount

Proportional to each university’s share of total operations funding 
in the baseline year of FY 2010-11

50.0% $0

Undergraduate degree completions in critical skills areas 
(generally STEM fields)

11.1% 0

Total R & D expenditures (applies to high-research universities
only)

5.6% 0

Comparisons with Carnegie Classification peers or 3-year 
improvement, scored on four metrics: 

33.3% 0

• Six-year graduation rate

• Total degree completions

• Institutional support (i.e., administration) as a percentage 
of core expenditures

• Percentage of students receiving federal Pell grants

Total Performance Funding 100% $0
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Since FY 2012-13, funding increases have been based on a performance funding model. 
The formula specifies the percentage of total performance funding that is distributed 
under each of several metrics. The formula was suspended for FY 2021-22.



Higher Education Performance Formula
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Higher Education Performance Formula

FY 2021-22 Formula Component
% of 

Performance 
Funding

FY 2021-22 
Amount

Comparisons with Carnegie Classification peers or 3-year 
improvement, scored on four metrics: 

33.3% 0

• Six-year graduation rate

• Total degree completions

• Institutional support (i.e., administration) as a percentage 
of core expenditures

• Percentage of students receiving federal Pell grants

Total Performance Funding 100% $0
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An arrangement between the Executive Office, Business Leaders for Michigan and 
the Anderson Economic Group ended in 2019. The data used for the Carnegie 
portion of the formula was no longer being processed, leaving one-third of the 
formula unsupported.



Higher Education Performance Funding

FY 2019-20 was the final budget cycle that was able to use the Higher Education 
formula.

There was not a funding increase for public universities in FY 2020-21, eliminating 
the pressure to address the structural issues within the performance formula for that 
budget cycle.

The Executive, House and Senate had different proposals for the FY 2021-22 
formula.

The FY 2021-22 budget appropriated a one-time supplemental increase of 1% to 
each university across-the-board. Unlike performance funding increases, the 
supplemental funding will not be incorporated into base appropriations for the next 
fiscal year.
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House Formula Actions for FY 2021-22

The House-passed Higher Education and Community College bills changed both 
formulas.

For Higher Education:

• Allocated all operations funding of $1.5 billion

• Distributed funding to the research universities (Carnegie Tier 1 and 2)

• Based 33% on 3-year average of Fiscal Year Equated Students (FYES)

• Based 67% on FY 2020-21 appropriations

• Hold harmless provision for the Northern (Upper Peninsula) universities

• Instituted a 110% cap and redistribution process

• 3-year FYES average and FY 2020-21 appropriation distribution would 
change over a 3-year period
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House Higher Ed Formula for FY 2021-22



House Formula Actions for FY 2021-22

The House-passed Higher Education and Community College bills changed both 
formulas.

For Community Colleges:

• Allocated all operations funding of $323.7 million

• Distributed $3.5 million to each institution

• Based 33% on 3-year average of Fiscal Year Equated Students (FYES)

• Based 67% on FY 2020-21 appropriations

• Hold harmless provision for Mott and Lansing Community Colleges

• Instituted a 110% cap and redistribution process

• 3-year FYES average and FY 2020-21 appropriation distribution would 
change over a 3-year period
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House Community Colleges Formula for 
FY 2021-22



Executive Recommendation for FY 2022-23

The FY 2022-23 Executive Recommendation uses the current Community Colleges 
performance formula to distribute its proposed 5% on-going and 5% one-time 
increases.

The Executive Recommendation proposes a 5% on-going and 5% one-time across-
the-board increase for public universities.

The Executive Recommendation also implements a 4-year phased in process to 
reach a $4,500 FYES funding level for public universities, impacting 5 institutions.
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Executive Recommendation for FY 2022-23
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Executive Recommendation for FY 2022-23



For more information about the
Higher Education and Community Colleges 
budget:
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HFA Resources

http://www.house.mi.gov/hfa/HigherEducation.asp

http://www.house.mi.gov/hfa/CommunityColleges.asp

Contact Information
Perry Zielak

Senior Fiscal Analyst

pzielak@house.mi.gov

(517) 373-8080

http://www.house.mi.gov/hfa/HigherEducation.asp
http://www.house.mi.gov/hfa/CommunityColleges.asp
mailto:pzielak@house.mi.gov
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