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Panel 1: Consistent with the Texas Higher Education Coordinating Board’s legislative
directive to work with the Texas State Technical College System (TSTC) and other
appropriate state agencies to develop a returned value funding model for TSTC, examine
the benefits and challenges such an approach will have on technical education in Texas.
I.

Returned value formula funding model for the Texas State Technical College
System
a. HB 1, General Appropriations Act, Rider 42 (III-54) required the Texas Higher
Education Coordinating Board (THECB), TSTC, Legislative Budget Board (LBB),
and other agencies to work together to develop a new Administration & Instruction
(A&I) funding formula to be implemented for the 2014-15 biennium for the Texas
State Technical Colleges.
b. The only stipulation was that the formula shall reward job placement and graduate
earnings projections, not time in training or contact hours.
c. The THECB began working with the TSTC, LBB, Texas Workforce Commission
(TWC), and the Ray Marshall Center at The University of Texas at Austin in fall
2011. Since that time staff from these organizations worked together to develop a
model that allows for biennial updates with data that is readily available.
d. The agencies collaborated and focused work on the following:
1) Determining which students to include
Five categories of students were identified:
 Graduates: Certificate
 Graduates: Associate degree
 Graduates: Baccalaureate
 Transfers
 No longer enrolled
2) Calculating the direct and indirect value added per student
The annual salary for each student in the cohort was calculated during a five year
period using the unemployment insurance wage records. The minimum wage was
subtracted from the actual salary to calculate the additional salary earned. Salary
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for the purposes of this calculation is attributed to attendance at TSTC. The value
added for each year was then converted to 2011 dollars so all wage data is shown
in current dollars.
3) Calculating the value to the state
The added values by category of student were multiplied by the state tax-rate to
determine the direct value to the state and then multiplied by an economic
multiplier for the indirect return to the state. These calculations were done for each
campus and then summed to provide a proxy for the return value added across the
TSTC System. The model then multiplies the total amount by 50% so that the state
and system share the benefits 50/50.
4) Allocating available funds
The model is then used to determine the percentage of TSTC funding earned by
each campus. That percentage is applied to the actual amount of funding
appropriated by the Legislature.
e. The agencies have reached a consensus on the recommended funding formula and the
THECB will consider it at the October Board meeting. The final recommendation will
be forwarded to the Legislature shortly thereafter.
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