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INTRODUCTION

Tennessee has long demonstrated bold leadership in aligning education with workforce opportunity. One
example is the state’s outcomes-based funding formula, which rewards colleges and universities based on
student outcomes. With the outcomes-based funding formula now under its five-year review, state leaders
have an opportunity to ensure higher education funding more accurately rewards outcomes aligned with
Tennessee’s economic and workforce priorities.

A newer component of the formula is the high-need premium, also known as the workforce investment
premium, which is designed to incentivize institutions to prepare graduates for careers that meet the
state’s economic needs. However, the current definition relies on broad program categories rather than
measurable wage and labor-market outcomes to recognize programs as high-need. As a result, the high-
need premium does not consistently reward credentials that lead students to high-wage, in-demand
careers.

Redefining the high-need premium and restructuring it as a bonus will ensure postsecondary institutions
are incentivized to support students in earning credentials that deliver strong economic returns.

UNDERSTANDING THE HIGH-NEED PREMIUM AND WHY
IT FALLS SHORT

First implemented in the 2023-24 formula, the high-need premium is the formula’s first component to
recognize the workforce value of credentials. While intended to drive economic opportunity, the current
high-need premium lacks wage and job outlook criteria, resulting in an unclear signal to institutions and
students about which credentials deliver the strongest workforce outcomes. In fact, most programs
currently recognized under the premium cannot be directly linked to high-wage, in-demand occupations.

In 2024, SCORE partnered with state education and workforce leaders to develop a data-backed impact
credentials framework designed to identify credentials linked to high-demand, high-wage jobs.! Just half of
those impact credential programs are currently recognized under the existing premium.?
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https://tnscore.org/resources/connecting-education-opportunity-a-framework-for-credential-impact-in-tennessee
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Most Programs Under the Current High-Need Premium Do Not Lead

to High-Wage, Growing Job Opportunities
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Data Note: The number of impact credential programs and programs recognized as high-need under the current high-need premium in academic year
2022-23 at the four-digit level on Classification of Instructional Programs (CIP) at public universities and community colleges in Tennessee. Due to
suppressed wage and job outlook data, not all programs recognized under the high-need premium were included in the impact credential analysis.
Undergraduate programs refer to all certificates, associate degrees, and bachelor’s degree programs eligible for recognition under the high-need premium.

Data Source: Integrated Postsecondary Education Data System (IPEDS), 2023; Credential Impact Framework Analysis

A STRONGER APPROACH: IMPACT CREDENTIAL BONUS

To more effectively align funding with workforce opportunity, Tennessee should replace the high-need premium
with a tiered impact credential bonus based on proven labor-market outcomes.

Atiered impact credential bonus would:

» Send clearer signals to institutions and students about workforce priorities.
 Align state investment with credentials tied to high-wage, in-demand jobs.
 Increase the number of Tennesseans earning credentials that enable long-term economic independence.

o Reward institutions for supporting less-advantaged students to success.

As the review process continues, it is both urgent and necessary to prioritize updates to the outcomes-
based funding formula that are grounded in supporting more students on paths to economic opportunity.
By replacing the high-need premium with a tiered impact credential bonus, Tennessee can continue to be a
national model and ensure long-term success for both Tennessee students and the state’s workforce.
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