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PERFORMANCE

FUNDING
AT A GLANCE

An Introduction to
South Carolina’s
Performance Funding System

» What is Performance Funding?

» How does it work?

» What does it do for South Carolina?
» What are the lessons leamed?

» What are some goals achieved?

Building Excellence
Through Accountabi
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How does Performance Funding work?

After seven years of implementation, enough data on the 37 indicators
nave been gethered to ensble the Sovth Caralina Commission on Higher
Education, working with the public colleges and universities, 1o identify a
“core” of critieal indicators for all instifutions. Curently, this “core” is
measuted every year for all 73 public institutions. In addition, there are
ndicators that are “mission specific” to a sector. For example, the
esearch sector has more tesearcheoriented indicators whereas the
technical callege sector has more workforce-aiented indicators

Cutrently, ditect scores are given for no more than 14 indicators for each
sector. The remaining indicators have been sither accomplished by the
nstitutions and are monitored by the Commission of are now considered
within the 14 scored indicators. Points are given for improvement and for
reaching certain standards of excellence. Standards are based primarily on
comparisons with national peer institutions. Performance funding scores
most directly affect “new dollars” appropriated by the General Assemby,
bt the cumulstive offect of multiple yeas of scong on
nstitutional  performance now influences all operating funds st en
nstitution.

What does an “indicator” score mean?

nstitutions ate given indicator scores of “I” (below standards)
2" (schieving standards) or “3” (exceeding standards). Indicators thal
have multiple patts are usually averaged for one overall indicator scare.
Standards are mmerical ranges the are set for most indicators based on
nstional peer data whenever possible.

Standards are usually expressed as ranges which allow institutions
flexibility to vary slightly on an indicator’s performance from year to year.
When an ingltution scores below 2 “F but has substantiely
improved, an improvement score of 5" may be assigned. This allows
nstitutions tht may be below achieving 2 stendard on a specific
indicatar to be rewarded for their impravement.

When possible, standards are et using national peer data. Standards an
indicatars are reviewed ot least every three years to determine if changes
are necessary.
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What does an institution’s score mean?

After the indicators are scored for an institution, all indicatar scates are
added and divided by the number of indicatars. The resulting average
score falls in a numerical range sssigned to one of five categories:

Substantially Exceeds Standards
Exceeds Standards

Achieves Standards

Does Not Achieve Standards

Substantially Does Not Achieve Standards

Each category allows an institution to receive a certain amount of
fnding based on the need eipressed in the Mission Resource
Requirement (MRE) for that institution. However, when there is no
ncreased stale funding for institutions’ opersting expenses, then
receiving a score of “achieves” or above does not financially reward an
institution, but scoring a “Does Not Achieve” or lower would continue to
decrease institutionsl funding. To suppart continued impravement through
performance funding, ot least minimal increases are necessary in state
fanding for institutional operating expenses.

Why is South Carolina leading the nation in
higher education accovntability?

Because South Catolina entered higher education accountability eatly and
nstituted a funding system built on both institutional need and evaluation,
South Carolina has been carefiilly watched by other states. In 1999, the
5. Department of Education awarded South Carolina a three-year grart
from the prestigious Fund for the Impravement of Postsecondary Education
FIPSE). The UU.5. Department of Education wanted to knaw what the of
focts were of performance funding on instifutional budgeting planning and
student auteomes.

n September 2002, the 1.5, Department of Education awarded South
Carofina another three-year grant, the largest in FIPSE's history, to lead
fou other states — Californis, Cannecticut, Arkansas and Oklhoma — in
a national study on how policy makers can better use accountabilty to
contain college costs, improve student achievement and tenew public trust.
This award allows South Caroline and its colleagues to share what they
nave leamed in higher education accountability with gavemors,
egistators, institutional presidents, and cthers in policy- making foles.
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What are some lessons learned?

Comparative datais not readily available for educational
outcomes.

Defining educationsl outeomes based an data is often complicated. Data
must first be gathered in a stendardized manner so comparisons are valid
(apples are compared to apples). Early in performance funding, it was as-
sumed that data were the same because of federal guidelines, but this was
a0t always the case. Corrections were made, and now South Carolina is
fmown as one of the “cleanest data” states in the nation, with a vastly more
effective ability to advance research on higher educdion ovtcomes and
sccourtabilty.

There are costs assaciated with implementing educational
accountability systems.

Accountability systems using comparative data have casts assaciated with
heir implementation. To accomplish performance funding,
computer systems often needed 1o be re-programmed to capture critical
data, petsomnel were reassigned to use data to inform policy makers, and
steas of respansibility were shifted inside some institutions becanss of s
mandate from outside the institution. Institutional funding was shifted to
implement and maintein performance funding and to focus improvement
n aeas within an instéution thet might not have been targeted prior to
performance finding.

For example, prior to performance funding, achieving accreditation in a
degree program was not a goal for all instifutions. Some did not want to
implement this pracess, believing their dollars should be spert elsewhere
on campus. In those instances, the Commission ha! to weigh the needs an
objectives of an individual institution with thase of the state and the sight
of studerts o recedve the same high quality from similar degree programs
o similar institutions. Some would argue thet program
sccreditation does not necessarly guarantee program quality, hawever, to
date it i the best recognized educational standard available.

The Commissian on Higher Education and the state’s pulblic institutions of
nigher education have worked together to decrease costs associated with
performance funding by using tequired federal data more,
steeanlining the reporting process, and using performance funding data
for other campus uses,
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In part, communication has increased duing performance funding because of
necessary data discussions, however, of greater value has been the increased
commurication bebween an agency charged with regulating higher education
and the institutions actually implementing thase segulations. Performance fund-
ing has resulted in stranger communication sbout the effects of indicators and
campus implementation issues. In addition, institutions are naw competing and
collshorating using known, standardized data. Since the inplementation of per-
formence funding, the institutions and the Commission on Higher Education
more frequently base policy decisions on comparative data. This cortinues to
teflect a changing culbue ot all levels of higher education.

Although some may say the shove godls may have been achieved without
perfarmance funding, that cannot be known. Neither can it be known that
performance funding was the only teason for these achievements. What is
known and can be documented is that these changes occumred and ate
continving to ocaur since South Carolina implemented performance funding

Whether it is the act of shining a spotlight on m area or of implementing
different policies in an area thal praduces chunge, the fact is, performance
funding hes undisputedly cansed higher sducation 6 look at itself with a mare
crtical eye.

n the pest seven years, performance funding in South Caraline
has most definitely facused state leaders on dacumenting and fe-
affirming the value of a college education—the value to the tate,
to our constituencies, and most importantly to our students Wh
enter the doors of our institutions with the goals of eaming degrees and cerlfi-
cates, and becoming better ecucated citizens.
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What are some goals achieved?

The follawing goals have been achieved since the
implementation of Performance Funding:

More academic programs have received acereditation (20%
more) than prior to Performance Funding

25 degree programs without aceredifation are no longer
offered at 5.C. public instimtions

Post-tenure review oceurs atleast every six years at al public
instirutions

1l faculy are reviewed anmally

Student evaluations of faculty must be vsed in all faculty
reviews

« Electronic transmission of student transcripts now allows
for an casier and guicker student transfer process

« State-wide transfer of course credits from technical to senior
institutions is more standardized

« Campus budget reallocations to academic areas are occurring

o Average 5.C. public instinutions® faculy salaries have reached a
Ieast 75% of average faculty salaries nationwide

+ Graduation rates are increasing

« Minority enrollments and minority student retention are
increasing,

« Despite lower than average national SAT scores, South Carolina
college students score higher than average on
national standardized certification exams often required
for the workplace
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Why did Performance Funding occur?

Beginning in the 1990's shifting demographics and new technologies
increased the demands an K16 education. The rising costs of college in
elationship 1o its value becme an importent facus for publi
constitsenis—taxpayers, pasents, students, businesses, and policymakers.
Higher education was recognized as & crtiedl player in sconomie
development with direct responsibility to educde a knowledgeable
workforce and informed citizensy. This enviconment propelled
sccourtability initistives in K-16 throughout the US. During this pas
decade, South Carofina was the first state to implement a higher educaion
sccourtability law that allotted direct operating funds to public higher
education instittions based on mumerical report card scores. Since then other
states have followed with similar offorts.

What does the system d.

Performance funding gives the public access to information  that
compares the performance of similar institutions on similar indicators.
For example, now & parent can compate similer institutions in one sector or
such things as student graduation rates, the number of faculty teaching in
their degree fields, or the pass rates of students on national certification
exams often required in the workplace.

Performance funding allows the executive and logislative branches of go
erument to be more confident that kigher education is
accountable to the public it serves. Information relevant to the needs of ths
state, such as institutional access, shudent achievement, facuilty credentials,
and graduation rates are now more seadily available becase of performance
funding, The system als allows the South Carolina Commission on Higher
Education to better evaluate institutions sing appropriate comparable data

Performance finding allows institutions to demonsirate their achi
on indicators identified by the S.C. Genaral Assembly. In turn, the General
Assembly planned a system that would increase funding to institutions tha
excelled. Recently, haweves, state support for higher edacation has shifted tc
student scholarships and grants designed to inorease college access whie
nstitutional operating funds allotted through performance funding have
decreased. The result of climbing enrollments and declining operating funds
will affect institutionsl budgst priorities regardless of the score en
nstitution might recedve. This will be a confinving challenge for the
performance funding system,
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What is Performance Funding?

Performance funding is a system for evaluating educational quality and
slotting funds to higher education institutions based cn theis institutionsl
performance. Performance funding has nine crtical success aress—
mission focus, qualty of faculty, classraom quality, cooperation and
‘collaboration, administrative efficiency, enteance  equirements,
graduates” achievements, user-friendiness, and research funding, Each of
these critical success areas has performance indicators which are scored.
All indicator scores ae averaged fo determine an overal
nstibutional scote.

Peformance funding has two parts. 1) The mission resouree tequirement
(MER) defines how much funding institutions need to continue to
operate at acoeptable levels. This is called the “nceds” component and is
done each year for the next year’s budgel process. 2) An evaluation
companen. that assesses institufions on haw they perform on a defined
aumber of indicators that ae outcome deiven. This is often called the
“teport care” component.

When did Performance Funding bezi

The South Carotina General Assembly passed Act 359 of 1996 as part of a
wide-sweeping educationsl initiative that called for changes in higher
education. These changes 9) redefined the role and gavemance struche of
the South Catofina Commission on Higher Education, t) strengthened the
suthority of the Commission, and ¢) instituted Performance Funding. The
Act also defined the mission for higher education and the mission for each
sector of institutions—research, teaching, two-year regional campuses |
snd techical colleges—and outlined 37 indicators that cauld be used 1o
svaluate institutional quality.

The South Carolina Commission on Higher Education was charged to
wotk with the state’s public colleges snd universities to implement
performance fanding on & phase-in basis. Duting the first year, 1996.97,
14 indisators were assessed and §45M was  alltied to instiutions based
on performance. During Year 2, 1997-95, 22 indicatots were assessed and
$270M was allocated based on performance. By 1995-1999, ol
indicators were assessed and institutionsl operating finds were based on
performance funding. In 2000,  nationsl consulting firm completed o
validation study of the MER. South Caroling is now planning for ¥ ear 8 of
performance funding.




