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Outline of presentation 

• Context of performance accountability 
– Origins of accountability in higher education 

– Typology of performance accountability 

– The career of performance funding 

 

• Empirical evidence on policy impact 
– Stakeholder views 

– Policy impact on institutional behavior 

– Policy impact on institutional performance 

 

• Implications of research findings 
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Origins of accountability  
in higher education 

Europe 

 

• Retreat of state 
 

• Professional accountability 

 

• Increasing the quality of 
teaching and research 

United States 

 

• Increasing state oversight 

 

• Political accountability 

 

• Increasing  the productivity 
of the HE system 
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A typology of performance 
accountability 

Reporting 

 

• No financial incentive 
 

 

• Europe: ‘multidimensional 
transparency tools’ , e.g. U-
Multirank 

• US: Measuring Up report 
cards 

Budgeting & funding 

 

• Indirect or direct financial 
incentive 

 

• Europe: funding tied to 
number of credits, number 
of graduates 

• US: funding tied to 
graduation rates 
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“Popular but unstable?” 

• Peak of US interest in performance funding: 
2001 
– Performance reporting: 50/50 

– Performance funding: 19/50 
• Six years later: 15/50 

 

• Renewing interest in US & EU? 
– Economic reasons 

– Political reasons 
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Resurrection? 
In the US 
• “Texas Governor Rick Perry's controversial higher education platform may be 

coming to a college near you -- if you're at a college or university in Florida. … 
Florida's governor, Rick Scott, has been sharing the philosophical framework 
for Perry's performance-based vision for public colleges and universities.” 
Inside Higher Ed, 23 August 2011 
 

• “Missouri colleges seeking more state money could soon have to show that 
the extra dough will help improve graduation rates, keep down costs and 
enable the schools to be more accountable to taxpayers.” Chron.com, 25 
August 2011 
 

Not only in the US… 
• “To achieve enhanced levels of performance, [Irish] higher education will be 

formed into a coherent set of interlocking, mission-specific institutions. … The 
funding focus will be on performance.” The Irish Times, 11 October, 2011 
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HOW HAVE PERFORMANCE FUNDING SYSTEMS 
BEEN PERFORMING? 

Empirical studies on performance funding systems 
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Stakeholder views (1.) 

– A TEACHING-RESEARCH TRADE-OFF? 
 

• Teaching-only institutions in favor of PF (in US) 

• Teaching-research institutions against (in US & Europe) 
 

• Performance funding is “not making sufficient distinctions among 
research universities, other state four-year institutions, and 
community colleges” (US) (Dougherty et al., 2010) 
 

• “Giving priority to credit production will result in less time and 
energy being devoted to research activities” (Norway) (Froehlich et 
al., 2010) 
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Stakeholder views (2.) 

• PF = ADDITIONAL REVENUE 
 

• Potential reason: 
 
– Low share of performance-based funding in total state appropriations 

• US: 1–4 % (exc. South Carolina – 39% in 1999) 

• But Europe?  Norway: 25%, Finland: 30%, the Netherlands: 50% 
 

– Not part of core budget; first to get cut 
 

– Budget security v. adequate incentive? 
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Institutional behavior 

• Moderate impact of PF on internal resource 
allocation of institutions in US (Rabovsky 2011) 

– Research  Teaching 

 

• Potential impact of PF on grading standards of 
institutions in Italy (Bagues et al., 2008) 

– Lowering grading standards to maintain funding levels 
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Institutional performance (1.) 

• What was studied? 
– Relationship between the adoption of PF policies & institutional 

performance in a given state  
 

• How was policy impact measured? 
– Multiple regression models using panel data 
– Integrated Postsecondary Education Data Source (IPEDS) 

 

• Findings? 
– 3 out of 4 studies found a statistically significant correlation between PF 

and institutional performance 
– Correlation coefficients in the very slightly positive – very slightly negative 

range 
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Institutional performance (2.) 

 

– No correlation (Volkwein and Tandberg, 2008)  
 

– Slightly higher growth rates in states with PF 
policies (Shin, 2010) 

 

– Weaker correlation between P. and F. in states 
with PF policies (Rabovsky, 2011) 

 

– Slight negative correlation between P. and PF 
policies (Hicklin-Fryar, 2011) 
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Summary 

• Empirical research on PF 
– Few in number, but increasing in past 5 years 

– Due to renewed political interest in PF? 
 

• Evidence 
– Qualitative studies: similar patterns emerge in US & Europe 

• PF seen to emphasize trade-off between teaching and research missions 

• PF seen as additional, rather than core, revenue 

– Quantitative studies: findings are fairly consistent 
• Very modest impact of PF policies on institutional behavior or institutional 

performance 
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Implications 

• Evidence that PF doesn’t work? 
 

• Research design 
– Problem of endogeneity 
– PF as a categorical variable 

 
• Policy design 

– Teaching/reseach treade-off  institutionalization of 
funding 

– Low share of performance-based funding in total state 
appropriations in the US  Small incentive, minor impact? 
» Higher share of output-based funding in total state subsidy in 

Europe, but quantitative research is less straightforward than in 
the US  future research using longitudinal data? 
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Thank you for your attention! 

 
Kata Orosz 

 
Teachers College, Columbia University 

ko2270@columbia.edu 

Kata Orosz - FOHE-BPRC 2011 - Bucharest, 
Romania 

15 



References 
• Bagues, M., Labini, M. S., & Zinovyeva, N. (2008). Differential grading standards and university funding: Evidence from Italy. Fundación 

de Estudios de Economía Aplicada Working Paper 2008-07. Retrieved from http://www.fedea.es/pub/papers/2008/dt2008-07.pdf  
 

• Dougherty, K. J., Natow, R. S., Hare, R. J. & Vega, B. E. (2010). The political origins of state-level performance funding for higher 
education: The cases of Florida, Illinois, Missouri, South Carolina, Tennessee and Washington. CCRC Working paper no. 22. Retrieved 
from http://ccrc.tc.columbia.edu/Publication.asp?UID=819  
 

• Frøhlich, N., Kalpazidou Schmidt, E. & Rosa, M. J. (2010). Funding systems for higher education and their impacts on institutional 
strategies and academia. International Journal of Educational Management 24(1), 7-21. 
 

• Hicklin-Fryar, A. (2011). The disparate impacts of accountability – Searching for causal mechanisms [unpublished conference paper]. 
Syracuse, NY. Retrieved from  
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/HicklinFryar_TheDisparateImpactsofAccountabilitySearchingforC
ausalMechanisms.pdf 
 

• Rabovksy, T. (2011). Accountability in higher education: Exploring impacts on state budgets and institutional spending [unpublished 
conference paper]. Syracuse, NY. Retrieved from 
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/rabovsky_Accountability%20in%20Higher%20Education%20Expl
oring%20Impacts%20on%20State%20Budgets%20and%20Institutional%20Spending%20Patterns.pdf 
 

• Shin, J. C. (2010). Impacts of performance-based accountability on institutional performance in the U.S. Higher Education 60, 47-68. 
 

• Volkwein, J. F. & Tandberg, D. A. (2008). Measuring up: Examining, the connections among state structural characteristics, regulatory 
practices, and performance. Research in Higher Education 49,180–197. 

 

Kata Orosz - FOHE-BPRC 2011 - Bucharest, 
Romania 

16 

http://www.fedea.es/pub/papers/2008/dt2008-07.pdf
http://www.fedea.es/pub/papers/2008/dt2008-07.pdf
http://www.fedea.es/pub/papers/2008/dt2008-07.pdf
http://ccrc.tc.columbia.edu/Publication.asp?UID=819
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/HicklinFryar_TheDisparateImpactsofAccountabilitySearchingforCausalMechanisms.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/HicklinFryar_TheDisparateImpactsofAccountabilitySearchingforCausalMechanisms.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/HicklinFryar_TheDisparateImpactsofAccountabilitySearchingforCausalMechanisms.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/rabovsky_Accountability in Higher Education Exploring Impacts on State Budgets and Institutional Spending Patterns.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/rabovsky_Accountability in Higher Education Exploring Impacts on State Budgets and Institutional Spending Patterns.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/rabovsky_Accountability in Higher Education Exploring Impacts on State Budgets and Institutional Spending Patterns.pdf
http://www1.maxwell.syr.edu/uploadedFiles/conferences/pmrc/Files/rabovsky_Accountability in Higher Education Exploring Impacts on State Budgets and Institutional Spending Patterns.pdf

