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ACCOUNTABILITY/PERFORMANCE MEASURESACCOUNTABILITY/PERFORMANCE MEASURES

Public higher education, both in the U.S. and internationally, has increasingly been required to
explain, defend, and validate its performance and value to a wide variety of constituents,
including governors, legislators, students, parents, employers, and taxpayers.  This trend is related
to a number of converging factors:

 intense competition for state tax dollars among all areas of government, and an
increased focus on results and outcomes for public services;

 increased societal needs and expectations for public higher education; and

 increased skepticism and scrutiny of all social institutions.

This focus on “accountability” has led to the development of a continuum of performance-
oriented mechanisms ranging from higher education “report cards” to performance-based funding
for public colleges and universities.   The latter is by no means a new concept in public
budgeting, either in general or for higher education specifically.  The federal government
experimented with this kind of budgeting in the 1960s, and the state of Tennessee has had an
ongoing performance-based funding program for higher education in place since 1979.  However,
one of the main differences between performance-based funding then and now is the
comprehensive nature of some of the initiatives in place or under consideration by state policy
makers.  The concept of linking state funding to institutional performance (either directly or
indirectly) has gained popularity in recent years, with almost all states currently engaged in at
least one form of performance-based funding initiative.

Indeed, U.S. Secretary of Education Margaret Spelling’s Commission on the Future of Higher
Education focused on performance-based accountability systems:

“To meet the challenges of the 21st Century, higher education must change from a
system primarily based on reputation to one based on performance… Every one of
our goals, from improving access and affordability to enhancing quality and
innovation, will be more easily achieved if higher education institutions embrace
and implement serious accountability measures.”

All states have accountability or performance measures for higher education institutions, some of
which are components of performance funding systems that link funding to performance on
accountability measures.  Performance funding, budgeting, and reporting represent the main
methods of assuring state accountability for public higher education in a decentralized era of
managing for results rather than controlling by regulations. In 1979 Tennessee became the first
state to implement a performance funding system for higher education.  In the Tennessee
program, up to five percent of an institution’s budget was allocated if the institution hit its
performance targets.

Performance funding reached its peak usage in 2001 when 19 states had performance funding
systems for higher education.   The bad budgets for higher education that emerged during 2001
and 2002 spurred a rapid advance in the number of states using performance reporting and
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reversed the steady climb in the number of states using performance budgeting and funding. 1

Performance funding, budgeting, and/or reporting may exist under three different circumstances:

 Mandated/Prescribed: legislation mandates the program and prescribes the
indicators or measures.

 Mandated/Not Prescribed: legislation mandates the program but allows
state-coordinating or governing agencies to propose the indicators in
cooperation with campus leaders.

 Not Mandated: coordinating or system boards in collaboration with campus
officials voluntarily adopt the plan without legislation.

Exhibit 1 displays under which circumstance each state’s accountability reporting program
operates.

EXHIBIT 1
Accountability Reporting By States

MANDATED/PRESCRIBED
PROGRAMS ADOPTION FIRST REPORT

Alaska 2000 2000
Colorado 1996 1999
Florida 1991 1993
New Jersey 1994 1996
North Dakota 1999 2000
South Carolina 1992 1996
Texas 1997 1999
Washington 1997 1999
West Virginia 1991 1992
Wyoming 1995 1997

MANDATED/NOT PRESCRIBED INITIATED FIRST REPORT
Arizona 1995 1997
Arkansas 2003
California 1991 1992
Connecticut 2000 2001
Georgia 2000 2001
Hawaii 1996 1997
Iowa 2001
Kentucky 1997 1997
Louisiana 1997 2001
Maryland 1991 1996
Massachusetts 1997 1998
Michigan 2000 2001
Minnesota 2000 2000
Mississippi 1992
North Carolina 1991 1999
Utah 1995 1997
Vermont 2002
Virginia 1995 2001

                                                            
1 Joseph C. Burke and Henrik P. Minassians, “Performance Reporting: The Preferred No-Cost Accountability
Program,” Rockefeller Institute, 2004.
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NOT MANDATED INITIATED FIRST REPORT
Alabama 1982 1983
Idaho 1991 1999
Illinois 1997 1999
Indiana 2002
Kansas 2001
Maine 2000 2001
Missouri 1992 1993
Montana 2003
Nebraska 2004
Nevada 2004
New Hampshire 2002
New Mexico 1998 1998
New York 2001
Ohio 1999 2000
Oklahoma 1997 2000
Oregon 1997 1999
Pennsylvania 1997 2000
Rhode Island 1998 1998
South Dakota 1995 2001
Tennessee 1989 1990
Wisconsin 1993 1996

Source: Burke and Minassians, updated by MGT.

1.0 Best Practices and Guiding Principles in Developing and Implementing Systems
of Institutional Performance Measurement

The driving force behind any performance-based funding model is the desire to establish a
formal link between institutional performance and funding received.  These are ultimately
translated into a system of performance indicators on which the allocation is based.

The concept of what is a “best practice” in measuring the performance of higher education
institutions continues to evolve.  However, there are a number of guiding principles that are
generally accepted as “good practice” in the development of institutional performance
measurement mechanisms.  Exhibit 2 outlines 11 guiding principles that are presented in no
particular order of importance.  The process for developing and establishing a system of
performance indicators is unique to every enterprise; however, we believe that all 11 of these
principles need to be considered during this process to ensure a successful and effective outcome.

These 11 guiding principles have a number of corollaries that should be considered as well:

 The expectations for institutional performance should be clearly understood
and stated at the outset.  Organizations can only “improve” if there is an
understanding of the priorities for organizational performance.   Clearly, the
priorities should grow out of organizational mission and goals, however it is
important that these be understood and agreed to by key participants at the
beginning of the process.

 The starting place for institutional performance measurement and
benchmarks for success varies among institutions.  Because each institution
operates within its own context, the beginning point for institutional
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performance measurement will also vary depending on the specific
performance indicator.  Using “graduation rate” as an example, one institution
may be at 45 percent for a six-year graduation rate while another may be at 85
percent.  Because these types of variances can be due to a variety of
potentially valid reasons, no value judgment should automatically be attached.

EXHIBIT 2
Guiding Principles For Developing And Establishing

 Institutional Performance Indicators

Guiding Principle Definition
Credibility The performance indicators should have internal and external credibility

among all institutional stakeholders.

Linkage to Mission,
Strategic Plan, and Policy
Goals

The performance indicators should incorporate and reinforce institutional
missions and strategic plans, as well as broad policy goals.

Stakeholder Involvement
and Consensus

The performance indicators should be developed through negotiation and
consensus among key stakeholders.

Simplicity The performance indicators should be simple to convey and broadly
understood.

Reliant on Valid,
Consistent, and Existing
Information

The performance indicators should be based on data that are valid and
consistent and that can be verified by third parties when necessary.  The
indicators should also be based on established data sources where possible
in order to maximize credibility and minimize additional workload.

Recognizes Range of Error
in Measurement

The performance indicators should be established with wide recognition
that there are certain unavoidable ranges of error in any performance
measurement activity.

Adaptable to Special
Situations

The system of performance indicators should accommodate special
institutional circumstances where possible.

Minimizes Number of
Indicators

The performance indicators chosen should be kept to the smallest number
possible in order to minimize conflicting interactions among the indicators
and to maximize the importance of each indicator.

Reflects Industry
“Standards” and “Best
Practices”

The performance indicators chosen should reflect “industry” norms and
standards where possible in order to allow for benchmarking and peer
comparisons.

Incorporates Input,
Process, Output, and
Outcomes Measures

The performance indicator system developed should have a balance of
measures related to institutional inputs, processes, outputs, and outcomes.

Incorporates Quantitative
and Qualitative Measures

The performance indicator system developed should incorporate both
quantitative and qualitative measures in order to present the most complete
picture of institutional performance possible.
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 Performance measures should not be developed only with available data
systems in mind. Implementing a system of institutional performance
measurement requires data to be available.   In fact, most institutions develop
performance measures with this in mind.  This practice has both positive and
negative consequences.  The ability to work with existing data systems
reduces the start-up time and cost to implement a performance indicator
system.  It also improves the comfort level of those involved, and thus the
credibility of the process.  On the other hand, limiting an institution’s
performance measures according to data availability may not result in the most
appropriate or meaningful set of measures in the long run.  Thus,
notwithstanding the benefits of using existing data systems, the development
of performance measures should recognize the current availability of data
where appropriate, but should be primarily driven by the questions “what are
we trying to measure?”, and “why?”

 “Continuous improvement” is not infinite.   A related issue that must be dealt
with in establishing performance measurement mechanisms is the fact that the
rate of “improvement” in any given area is non-linear.  Institutions may be
able to make great strides toward improving certain operational or
programmatic areas initially, but then come to a standstill.  Or, an institution
may move forward in another area and then falter for a period of time.  In
short, it is important to realize that the process of enhancing institutional
performance is imprecise at best and that to expect institutions to
“continuously improve” is unrealistic.

Perhaps the greatest challenge in designing a performance indicator system is to achieve
some level of balance among all of these competing, and sometimes contradictory, principles.
Again, no one of these principles is more important than the others.  Rather, it is important that all
be considered during the design and implementation of the system.

Act 188 set out a set of principles that are among those listed above:

 Recognize the unique missions and roles of the campuses;

 Recognize the higher education needs of the State; and

 Be as simple and transparent as possible.

Frameworks Used in Developing Performance Indicator and Performance-
Based Funding Systems

The development of performance indicator and performance-based funding systems is
ultimately based on the desire for accountability.   At the state- and system- levels, accountability
is implemented by setting goals and objectives for institutions and periodically assessing progress
towards those goals and objectives, using accepted indicators.  While the setting of goals and
objectives is an activity that is unique to every state/system, Ewell and Jones (1994) note four
approaches commonly used in measuring progress towards these goals and objectives:
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 The input, process, outcome model – this is a “production process” model
aimed at measuring the value added to departing students, perhaps through
pre- and post-assessments.

 The resource efficiency and effectiveness model – this approach is designed to
measure the efficient usage of key resources such as faculty, space, and
equipment, using ratio analyses or similar techniques.

 The state need and return on investment model – this approach is built on the
assumption that higher education is a strategic investment for states: it is
designed to measure the fit between higher education and state needs (e.g.,
work force preparation and training).

 The “customer need” and return on investment model – this approach is built
on the notion of “consumerism”, and is designed to measure the impact of
higher education in meeting the needs of the individual (e.g., retention and
graduation rates, employability and earning potential of graduates).

These four approaches are certainly not mutually exclusive, and most systems/states
employing performance indicators choose from two or more of these areas.  Further, no one
approach is “better” than the others.  Rather, the important thing is that the approach(es) chosen
be relevant and appropriate for the institution, system, and state.

Although performance indicator mechanisms do generally vary by state, there are some
similarities in the types of measures that are used for reporting.  Exhibit 3 provides a list of
commonly used institutional and statewide indicators.  Perhaps not surprisingly, these indicators
cut across all four approaches described previously.  The Appendix provides a list of the
performance indicators used by states or systems as examples of the types of measures that are
being used.
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EXHIBIT 3
Commonly Used Higher Education Performance Indicators

INSTITUTIONAL PERFORMANCE INDICATORS

 Graduation Rates
 SAT/ACT Scores
 High School Averages
 Transfer Rates - two-year and four-year institutions
 Tuition and Mandatory Fees
 Enrollment Trends – level, FTE, full-time, part-time, race, gender
 Faculty and Staff – race and gender
 Faculty Workload
 Administrative Size/Cost
 Program Accreditation
 Remediation Activities and Effectiveness
 Pass Rates on Professional Licensure Exams
 Alumni Satisfaction Survey
 Employer Satisfaction Survey
 Graduate Job Placement
 Graduate Further Education
 Sponsored Research Funds
 An Approved Quality Assurance Process

STATEWIDE PERFORMANCE INDICATORS

 College Participation Rate of High School Graduates
 Transfers Between Two- and Four-Year Institutions
 State Student Financial Aid Funding
 State Funding per Student for Public Institutions
 Tuition and Fees as a Percent of State Median Family Income
 Postsecondary Degree Attainment
 Degree Attainment in Critical Fields

Source: Burke (2000, February)
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Accountability or performance measures may be classified as:

 Input – human, financial, and physical resources received to support
programs, activities, and services.

 Process – means or method used to deliver programs, activities, and services.

 Output – quantity of products produced.

 Outcome – quality of the benefit or impact of the programs, activities, and
services on students, society, and states.

Hawaii has all four types of measures, as do the majority of other states, as shown in
Exhibit 4.

EXHIBIT 4
Performance Measures For Higher Education

STATE INPUT PROCESS OUTPUT OUTCOME
Alabama X X
Alaska X X
Arizona X X X X
Arkansas X X X X
California X X X
Colorado X X X X
Connecticut X X X X
Florida X X X X
Georgia X X X X
Hawaii X X X X
Idaho X X X
Illinois X X X
Indiana X X X
Iowa X X X X
Kentucky X X X X
Louisiana X X X
Maine X X X
Maryland X X X X
Massachusetts X X X X
Minnesota X X X X
Mississippi X X X
Missouri X X X
Montana X X X X
Nebraska X X X
Nevada X X X X
New Hampshire X X X X
New Jersey X X X
New Mexico X X X X
New York X X X X
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EXHIBIT 4 (Continued)
Performance Measures For Higher Education

STATE INPUT PROCESS OUTPUT OUTCOME
North Carolina X X X X
North Dakota X X X X
Ohio X X X X
Oklahoma X X X X
Oregon X X X
Pennsylvania X X X
Rhode Island X X X X
South Carolina X X X
South Dakota X X X
Tennessee X X X X
Texas X X X X
Utah X X X
Vermont X X X
Virginia X X
Washington X X X
West Virginia X X X X
Wisconsin X X X X
Wyoming X X

Source: Developed by MGT from survey of states.

Exhibit 5 displays the common accountability or performance measures used by the states.

In 2000, the National Center for Public Policy and Higher Education released the
Measuring Up 2000 report.  The Report Card, as it is commonly called, graded states from A to F
on each of the five categories of college Preparation, Participation, Affordability, Completion,
and Benefits. It gave an incomplete to all states on a sixth Category, Student Learning, since its
authors determined that no reliable and comparable national data existed for assessing
performance in this area. In 2000, 30 states were using higher education accountability measures;
in 2001, the year following the issuance of the first Report Card, that number increased to 39, and
by 2005, all states had accountability or performance reporting for higher education.

In 2002 and again in 2004 and 2006, the National Center for Public Policy and Higher
Education released report cards on higher education for each of the states.  Each report was
intended to provide the public and policymakers with information to assess and improve
postsecondary education in each state.  The Measuring Up reports of 2000, 2002, 2004, and 2006
grade states in six overall performance categories:

 Preparation – How adequately are students in each state being prepared for
education and training beyond high school?

 Participation – Do state residents have sufficient opportunities to enroll in
education and training beyond high school?

 Affordability – How affordable is higher education for students and their
families?
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 Completion – Do students make progress toward and complete their
certificates and degrees in a timely manner?

 Benefits – What benefits does the state receive as a result of having a highly
educated population?

 Learning – What is known about student learning as a result of education and
training beyond high school?

States receive a grade in each of the six categories based on the state’s performance on
several indicators or quantitative measures for each category.  Most states received an
“Incomplete” grade in Learning because there are no common benchmarks that permit state-by-
state comparisons in Learning.  In the 2004 report, in the categories of Preparation, Participation,
Completion, and Benefits, grades were calculated by comparing each state’s current performance
to that of the best-performing states, to place each state in the national context and to encourage
each state to “measure up” to the highest performing states.

In the Affordability category in 2004, each state was judged to be what the National Center
called “measuring down.”  This means that even the best performing states were becoming less
affordable when the costs of higher education are considered in relation to family income.  As a
result of this “measuring down,” 2004 grades in Affordability were calculated by comparing each
state’s current result to the performance of top states 10 years ago. No state received an “A” in
Affordability.

Measuring Up 2004 also compared each state’s current results with its own performance a
decade earlier.  Although the historical information is not graded, it does provide a context for
comparisons and to judge improvements or declines.

Nationally, the results by category were as follows:

 Preparation - 44 states improved on more than half of the indicators and the
remaining 6 states improved on at least one of the indicators.

 Participation – 8 states improved on more than half of the indicators, 23
improved on at least one, and 19 states declined on every indicator

 Affordability – 2 states improved on more than half of the indicators, 31
improved on at least one, and 17 declined on every indicator

 Completion - 37 states improved on more than half of the indicators, 9
improved on at least one, and 4 states declined on every indicator

 Benefits - 41 states improved on more than half of the indicators, 8 improved
on at least one, and 1 states declined on every indicator

 Learning – 45 states received an “incomplete” and 5 states received a “plus”


