Accountability and the public
funding of higher education



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



Origins of accountability
in higher education

Europe United States

e Retreat of state * |Increasing state oversight

* Professional accountability * Political accountability

* Increasing the quality of e Increasing the productivity
teaching and research of the HE system




A typology of performance
accountability

Reporting Budgeting & funding
* No financial incentive * Indirect or direct financial
incentive
* Europe: ‘multidimensional * Europe: funding tied to
transparency tools’, e.g. number of credits, number
of graduates
 US: report e US: funding tied to

cards graduation rates


http://www.u-multirank.eu/
http://www.u-multirank.eu/
http://www.u-multirank.eu/
http://measuringup2008.highereducation.org/

“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



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.”

* “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.”

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.”


http://www.insidehighered.com/news/2011/08/23/qt/florida_s_governor_promotes_his_texas_colleague_s_higher_ed_vision
http://www.chron.com/news/article/Mo-colleges-plan-move-to-performance-funding-2141867.php
http://www.chron.com/news/article/Mo-colleges-plan-move-to-performance-funding-2141867.php
http://www.irishtimes.com/newspaper/opinion/2011/1007/1224305386466.html

HOW HAVE PERFORMANCE FUNDING SYSTEMS
BEEN PERFORMING?



Stakeholder views (1.)

— A TEACHING-RESEARCH TRADE-OFF?

e 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)



Stakeholder views (2.)

* PF=ADDITIONAL REVENUE

 Potential reason:

— Low share of performance-based funding in total state appropriations

e US:114% (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?



Institutional behavior

* Moderate impact of PF on internal resource

allocation of institutions in US (rRabovsky 2011)
— Research = Teaching

* Potential impact of PF on grading standards of
Institutions in ItaIy (Bagues et al., 2008)

— Lowering grading standards to maintain funding levels



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



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)



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



Implications

e 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?



Thank you for your attention!

Kata Orosz

Teachers College, Columbia University
ko2270@columbia.edu
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