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Background/Context: Performance funding in higher education ties government funding
to institutional performance on indicators such as retention, graduation, and job place-
ment. Performance funding can also be found in state K-12 funding policies and higher
education quality assurance programs abroad. One of the puzzles about higher education
performance funding is that half of the states establishing it later abandoned it.
Purpose/Objective/Research Question/Focus of Study: This study examines the factors
that have led many states to drop performance funding for higher education.
Research Design: This qualitative case study contrasts the experiences of three states that
dropped performance funding in whole or in part (Missouri, Washington, and Florida)
and a fourth (Tennessee) that has retained it more than 30 years.
Discussion: Our analysis is based on documentary records and extensive interviews with
higher education officials, legislators and staff, governors and advisors, business leaders,
minority group leaders, researchers, and outside consultants. Our findings concur with but
also go beyond prior analyses of the demise of state performance funding systems. We concur
that higher education opposition played a key role in this demise, stimulated by a perception
of inadequate consultation with higher education institutions, use of performance indica-
tors that institutions found invalid, high implementation costs to institutions, and erosion
of campus autonomy. At the same time, our analysis turned up other causes of higher edu-
cation opposition to performance funding that were not discovered by previous studies. A
major cause of higher education opposition was the downturn in state finances in the early
2000s, which led institutions to focus on preserving their core state funding and giving up



Teachers College Record, 114, 030301 (2012)

performance funding. Higher education opposition was also provoked if performance fund-
ing took the form not of adding to existing state funding but instead holding back a portion
of the state appropriation and requiring institutions to earn it back through improved per-
formance. These findings agree and disagree with theories and findings in the research lit-
eratures on policy termination and program sustainability.
Conclusions/Recommendations: If its advocates are to create a sustainable basis for state
performance funding, they must find ways to insulate its funding from the ups and downs
of the state revenue cycle, better secure the support of public institutions, and expand its
breadth of political support by reaching out, for example, to business and to social groups
driven primarily by the values of educational equality rather than educational efficiency.

Over the past three decades, policymakers have become concerned
about finding ways to secure better performance from higher education
institutions, whether in the form of greater access and success for less
advantaged students, lower operating costs, or improved responsiveness
to the needs of state and local economies. As a result, great effort has
gone into designing incentives for improved college performance. One
of the key incentives that U.S. state governments have tried is perfor-
mance funding, which ties state funding directly to institutional perfor-
mance on specific indicators, such as rates of retention, graduation, and
job placement (Alexander, 2000; Burke, 2002c, 2005; Dougherty &
Hong, 2006; Ewell & Jones, 2006; Gaither, Nedwek, & Neal, 1994; Layzell,
1999; McLendon, Hearn, & Deaton, 2006; Ruppert, 1994; Shulock &
Moore, 2002, 2005; Zumeta, 2001).1

We are now entering a period of renewed interest in performance
funding in state policymaking in the United States. In 2010, the National
Governors Association and the National Conference of State Legislatures
held conferences that addressed performance funding. Moreover, sev-
eral states have recently enacted or readopted performance funding,
including Washington and Texas in 2007 (Southern Regional Education
Board, 2008; Washington State Board for Community and Technical
Colleges, 2007). 

Still, despite performance funding’s apparent popularity, postsec-
ondary performance funding has experienced only limited and unstable
institutionalization at the state level in the years since it was first intro-
duced. While half of US states established a performance funding system
for higher education between 1979 and 2010, 12 of those states later
dropped or suspended it (with 3 reestablishing it) (Burke & Minassians,
2003; Dougherty & Reid, 2007; Dougherty & Natow, 2009; McLendon et
al., 2006; Southern Regional Education Board, 2008, p. 22). 

The purpose of this paper is to analyze the causes of the instability of
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state performance funding systems for higher education. We begin by
tracing which states have dropped performance funding over the last 30
years. We then review the main explanations extant of the causes of the
demise of performance funding systems. We follow with a new explana-
tion, based on an analysis of the experiences of four states: two states that
dropped performance funding (Missouri and Washington), one that still
retains its performance funding program after 30 years (Tennessee), and
one that ended one program but kept another (Florida). This new expla-
nation concurs with but also goes beyond existing explanations of the
demise of state performance funding systems. In the summary and con-
clusions, we note how our new explanation converges with and diverges
from findings in the literature on policy termination and program sus-
tainability. 

Our findings have significance beyond just higher education in the
United States. Performance funding systems are also found in state fund-
ing of elementary and secondary education in the United States, as in the
case of Kentucky and Texas (Carnoy, Elmore, & Siskin, 2003, chap. 1).
Moreover, performance funding is a feature of the quality assurance sys-
tems for higher education in countries such as Germany and the United
Kingdom (Dill, 2007; Rhoades & Sporn, 2002). 

THE UNSTABLE ADOPTION OF PERFORMANCE FUNDING

In the nearly three decades between 1979 (when Tennessee first adopted
performance funding) and 2010, half of US states enacted performance
funding policies for higher education (Burke & Minassians, 2003;
Dougherty & Reid, 2007; McLendon et al., 2006; Southern Regional
Education Board, 2008, p. 22). However, during those years, half of those
states that adopted performance funding later dropped or suspended
their performance funding systems (though three later created new
ones). 

To determine which states had abandoned performance funding, we
took several steps. First, we compiled reports of the demise of perfor-
mance funding in the scholarly literature (Burke, 2002a, 2002b; Burke &
Minassians, 2003; Burke & Modarresi, 2000; Dougherty & Reid, 2007)
and journalistic sources such as the Chronicle of Higher Education. Second,
in cases where there was some doubt about whether a state had indeed
stopped its performance funding (or even whether the state had estab-
lished performance funding to begin with), we contacted higher educa-
tion officials and academic experts familiar with policymaking in those
states.2

3



Teachers College Record, 114, 030301 (2012)

As Table 1 indicates, five cases of demise occurred before 2000, while
eight fell in the years 2002 and later (with five cases in 2002 alone).
Florida suspended funding for its Performance-Based Budgeting pro-
gram after 2008, but we are not counting it as a case of demise since it has
not eliminated the program. 

EXPLAINING THE DEMISE OF STATE PERFORMANCE 
FUNDING SYSTEMS

The literature analyzing the demise of state performance funding pro-
grams for higher education is very small, consisting only of a number of
pieces by Joseph Burke and his colleague Shahpar Modarresi (Burke,
2002a, 2002b; Burke & Modarresi, 2000).3 Burke and Modarresi com-
pared the experiences of four states that abandoned performance fund-
ing (Arkansas, Colorado, Kentucky, and Minnesota) in the 1990s and two
states that had systems that continued (Tennessee and Missouri) at least
through 2000.4 Utilizing qualitative and quantitative data, the authors lay
out a variety of factors that distinguish the two sets of states. The qualita-
tive analysis consisted of documentary analysis and interviews in the six
states (Burke, 2002a). The quantitative analysis involved a discriminant
analysis of the responses of state and campus policymakers surveyed in
December 1996 in the six states. 

Though Burke and Modarresi do not do so, their explanatory factors
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Table 1. States Where Initial Performance Funding System Was Terminated: Year of Occurrence

Year #
1996 1 Colorado
1997 2 Arkansas Kentucky 
1998 1 Minnesota
1999 1 Washington
2000 0
2001 0
2002 5 Florida WDEF Missouri Illinois New Jersey Oregon
2003 1 S. Carolina
2004 0
2005 0
2006 0
2007 0
2008 2 Georgia Kansas
2009 0
2010 0

Sources: Burke (2002); Burke & Minassians (2003); Burke & Modarresi (2000); Dougherty & Reid (2007);
authors’ interviews. 
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can be grouped into immediate precursors and more distant causes. In
terms of immediate precursors, Burke noted that the states that aban-
doned performance funding were characterized by strong opposition to
performance funding by higher education institutions and a turnover in
governors who were supportive of performance funding (Burke, 2002a,
pp. 223–226, 235, 238, 241). A changeover in governor from a supporter
to one who had a different policy agenda played a role in undermining
performance funding in Arkansas and Kentucky (Burke, 2002a, pp.
223–224, 238, 241). In all four states, opposition by higher education
institutions contributed to the demise of performance funding (Burke,
2002a, p. 241). Fueling this opposition was a perception by higher educa-
tion institutions that performance funding levels fell below expectations
and did not seem fairly distributed (a major factor in Arkansas), a per-
ceived lack of consultation with colleges in developing and implementing
the performance funding system (Colorado and Minnesota), and unhap-
piness with the amount of authority being exercised by the Department
or Commission of Higher Education in Arkansas and Kentucky (Burke,
2002a, pp. 224, 226, 235, 241). 

Lying behind these immediate precursors are more distant causes
rooted in perceptions of how performance funding was established, how
it was designed, and what its impacts were (Burke, 2002b, pp. 250–252,
260; Burke & Modarresi, 2000, pp. 442–443, 446, 450). Burke and
Modarresi conducted a discriminant analysis of a 1996–1997 survey of
state and campus officials in the four states that gave up performance
funding (Arkansas, Colorado, Kentucky, and Minnesota) and the two
states that kept it through 2000 (Missouri and Tennessee). The state offi-
cials included governors and their aides, chairs of legislative fiscal and
education committees, and board chairs and senior officials of higher
education coordinating boards and of university systems. The campus
officials included presidents, vice presidents, academic deans, and faculty
senate chairs at all public colleges and universities. The total number of
survey respondents across the six states was 530, 50.1% of those surveyed
(Burke & Modarresi, 2000, pp. 439, 449). 

Burke and Modarresi found that respondents in the states that gave up
performance funding more often identified business, legislators, com-
munity leaders, and governors as playing an important role than did
respondents in the states that kept performance funding. Conversely, the
states giving up performance funding assigned a weaker role to state
coordinating boards and their officials than did respondents in the states
keeping performance funding (Burke, 2002b, p. 250; Burke &
Modarresi, 2000, pp. 442–443, 450). In terms of program design, respon-
dents in the demise states were less likely than those in the continuation
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states to see quality as a current goal of their performance funding sys-
tem and more likely to see efficiency as a current goal (Burke, 2002b, p.
252; Burke & Modarresi, 2000, pp. 442–443, 450). Finally, Burke and
Modarresi also found that respondents in the four states that gave up per-
formance funding differed significantly from their counterparts in states
that kept performance funding in their assessment of the impacts of per-
formance funding. Respondents in the demise states less often perceived
performance funding as having long-term favorable prospects and as
resulting in improved higher education, increased accountability,
increased state funding, or improved public perception of higher educa-
tion (Burke, 2002a, p. 230; Burke, 2002b, pp. 251–252, 260; Burke &
Modarresi, 2000, pp. 442–443, 446, 450). Respondents in the demise
states were also more likely to see performance funding as eroding cam-
pus autonomy, causing budget instability for institutions, and carrying
significant implementation costs (Burke, 2002b, p. 251; Burke &
Modarresi, 2000, pp. 442–443, 450). 

CRITIQUE OF BURKE AND MODARRESI’S STUDY

The Burke and Modarresi study makes a major contribution to our
understanding of the causes of the demise of performance funding sys-
tems. As we will show below, our own research backs up their findings on
several particulars. 

However, the study has two notable limitations. First, its four cases of
demise of performance funding all involve cases where the demise was
before 2000. However, as Table 1 indicates, the majority of the cases of
demise were after 2000. Second, Burke and Modarresi treated Missouri
as a case of continuation of performance funding. However, Missouri
abandoned performance funding in 2002. 

As we show below, our own analysis rectifies these limitations by includ-
ing cases where performance funding lapsed after 2000. In fact, one of
the cases of demise that we include is Missouri. As consequence of this
difference in sampling, we discovered important causes of the demise of
performance funding that are not discussed by Burke and Modarresi,
and constitute important additions to the factors that Burke and
Modarresi did discover. In particular, we found that state fiscal troubles
play a very important role in the demise of performance funding. We also
found that a key cause of higher education opposition is whether perfor-
mance funding takes the form of reserving a portion of the state appro-
priation for colleges and requiring them to earn this money back, rather
than new money that is given over and above the usual state funding for
higher education Finally, loss of support for performance funding
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involves not just turnover in the governorship but also the loss of key leg-
islative champions (whether through term limits or change of party con-
trol of the legislature) or of state higher education officials leaving office. 

RESEARCH METHODS

To shed new light on the causes of the demise of performance funding,
we examined the experience of four states with different experiences of
cessation of performance funding and different contextual factors. Two
states relinquished performance funding but did so at different times.
Washington gave up performance funding in 1999, before the recession
of the early 2000s.5 Missouri gave up performance funding in 2002, in the
midst of the recession. Hence, in contrast to the Burke and Modarresi
study (Burke, 2002a, 2002b; Burke & Modarresi, 2000), our study
includes cases from the 1996–1999 period and the post–2001 period. In
addition, one of our cases is one that had originally looked to be a case
of long-term continuation (Missouri) but turned out to be a case of pro-
gram demise. Hence, examining the causes of demise in that state is par-
ticularly instructive. 

We contrast the experiences of these two cases of program cessation
with two other states. Tennessee has never given up performance fund-
ing, holding onto it since 1979.6 Florida, meanwhile, created two perfor-
mance funding systems, giving up one in 2002 but retaining the other to
this day (although it has not funded it since 2008). Hence, by contrasting
the experiences of these two programs in Florida we can add to the ana-
lytic leverage we get by comparing Tennessee to Washington and
Missouri. 

In addition to different experiences with performance funding cessa-
tion, the four states differed in other ways that give us different windows
into the politics of program cessation (see Table 2). They differed in the
sectors of higher education covered, with performance funding in
Florida applying only to community colleges while in the other states it
covered 2-year and 4-year public institutions. In addition, the states dif-
fered considerably in the proportion of state higher education funding
taken up by performance funding, with Florida and Tennessee consider-
ably higher than Missouri and Washington. Finally, the states differed
considerably in their higher education governance structures as of 2003
(McGuiness, 2003).7 Two states, Missouri and Washington, were fairly
decentralized, with neither having a governing board or coordinating
board for the 4-year colleges and universities, beyond a weak coordinat-
ing board for all higher education. The other two states, Florida and
Tennessee, were considerably more centralized, with consolidated
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 governing boards for their public 4-year colleges and (in the case of
Tennessee) a consolidated governing board covering all public 2-year col-
leges (McGuinness, 2003). 

8

Washington Missouri Florida Tennessee

Demise of initial performance
funding system Yes Yes

Yes (WDEF);
No (PBB)* 

No

Timing of demise: Before or during
recession of 2001–2002

Before –
1999

During – 2002
During – 2002
(WDEF system)

Duration of performance 
funding system that was given up 2 years 7 years 4 years

Legal basis for performance funding Budget
proviso

Budget 
proviso

Statute
Budget 
proviso

Sectors of higher education 
covered by performance 
funding system

Public 2 and
4 yrs

Public 2 and 
4 yrs

Public 2 yrs
only

Public 2 and 
4 yrs

Peak proportion of state 
funding for public higher education
taking the form of performance
funding (see text)

1.2% (FY
1999)

1.6% 
(FY 1999)

6.6% 
(FY2001)

4.4% 
(FY 2005)

Governance for higher education
(McGuinness, 2003):

* State-level coordinating board for
all public higher education X X X X

* Public universities: Consolidated
governing board for all public
universities

X X (U of TN 5
campuses)

* Public universities: Individual
governing boards for each public
university or university system

X X

* Public 2-year colleges: Consolidated
governing board for all public 2-
year colleges

X (all public 
2-year colleges

& other
universities)

* Public 2-year colleges: Coordinating
board for all public 2-year colleges X X

* Public 2-year colleges: Individual
governing boards for each public 
2-year college

X

Table 2. Policy Characteristics of Case Study States

* Florida suspended funding for the Performance-Based Budgeting program in 2008 but has not 
eliminated it. 
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DATA SOURCES

Our analysis is based on extensive interviews and examination of docu-
mentary records in the form of public agency reports, academic books
and journal articles, doctoral dissertations, and newspaper articles. Table
3 indicates the number and types of interviews that we conducted with
various kinds of potential political actors. Our interviews were with state
and local higher education officials, legislators and staff, governors and
their advisors, business leaders, leaders of minority groups, researchers
and academic experts, and organizational consultants (see Table 3). To
maintain confidentiality, we do not identify our interviewees by name but
rather identify them by approximate position. 

All of our interviews were transcribed, coded, and entered into the
N’Vivo qualitative software. (To the degree possible, we also coded and
entered into N’Vivo our documentary materials.) The coding began with
a preestablished list of codes focusing on the timing and form of demise,
the actors and motives involved, and contextual events such as state bud-
get problems or changes in control of the government that were hypoth-
esized to affect the likelihood and form of demise. However, as we
proceeded with our interviews and documentary analysis, we added new
codes and changed existing ones. 

To analyze the data, we ran coding inquiries in N’Vivo to find all refer-
ences in the interviews and documentary materials to particular actors,
motives, or contextual events. With these references in hand, we con-
structed analytic tables to compare different references to the same actor,
motive, or event to determine to what degree our evidence was converg-
ing on certain findings and whether divergences were due to the fact that
different respondents occupied different social locations that would vari-
ably shape their perceptions. In some cases, when we found a high
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Table 3. People Interviewed

FL MO TN WA

State higher education officials 10 4 6 6
Higher education institution officials 8 4 5 6
Legislators and staff 3 5 2 8
Governors and advisors 3 3 1 2
Other state government 1 0 0
Business leaders 2 2 1 1
Other (consultants, researchers, minority group leaders) 2 5 3

Total 27 20 20 26
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degree of divergence of perception, we conducted additional interviews
that might help us resolve these discrepant findings. 

In the remainder of this paper, we report our findings for each state
separately and then at the end draw conclusions about the general causes
of the demise of performance funding. As we will show, our findings sup-
port several of the arguments made by Burke and Modarresi (Burke,
2002a, 2002b; Burke & Modarresi, 2000). However, we also arrived at sev-
eral findings that go beyond theirs and shed new light on why perfor-
mance funding programs do not persist. 

FINDINGS

We begin our case reports with Washington and then Missouri, which
gave up their performance funding systems in 1999 and 2002. Florida
then provides a partial contrast, for this state gave up one performance
funding system but kept another (although it has suspended funding
since 2008). And Tennessee provides a full contrast, for this state has
maintained performance funding ever since 1979. 

WASHINGTON: DEMISE OF PERFORMANCE FUNDING IN THE 1990S

Washington is an example of a state that gave up performance funding
in the 1990s, before the recession of the early 2000s.8 In 1997,
Washington adopted performance funding for the state public institu-
tions as a provision in the state’s higher education appropriation for fis-
cal years 1998 and 1999 (Washington State General Assembly, 1997; see
also Nisson, 2003; Washington State Higher Education Coordinating
Board, 1998). Under this program, the state held back a small portion of
state appropriations for higher education and required institutions to
achieve specified performance levels to recover the full amount of with-
held funding. The withheld amount consisted of $10.6 million for 4-year
colleges and $2.05 million for 2-year colleges, amounting to 1.2% of the
state’s total appropriations for higher education in fiscal year 1999
(Washington State Board for Community and Technical Colleges, 1999a,
1999b, p. 1; Washington State Higher Education Coordinating Board,
2000, p. 3; Washington State Higher Education Coordinating Board,
2001, p. 75; Washington State Higher Education Coordinating Board,
2006, App. 1, p. 1). 

Which performance indicators drove this funding varied by whether an
institution was a 4-year or 2-year college. Four-year colleges were required
to meet standards relating to persistence, completion, “faculty productiv-
ity,” “graduation efficiency” (proportion of credits taken to credits
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needed to graduate), and one measure that would be unique for each
college (Washington State General Assembly, 1997; see also Sanchez,
1998; Washington State Higher Education Coordinating Board, 1998,
2000). Two-year colleges were required to meet standards relating to
transfer rates, course completions, earnings of occupational program
graduates, and graduation efficiency (Washington State General
Assembly, 1997; see also Nisson, 2003; Washington State Community and
Technical College Board, 1999a).

In 1999, it came time for the Washington state legislature to adopt a
new budget for the following biennium. However, the legislature
removed the performance funding component, leaving only a perfor-
mance reporting system for the 1999–2001 biennium (authors’ inter-
views; see also Washington State General Assembly, 1999). 

Our findings suggest that a number of factors contributed to the
demise of performance funding in Washington State in 1999. These
include the loss of key supporters in the legislature and dislike and even
hostility on the part of the higher education community toward the par-
ticular form of the performance funding system adopted in 1997.
Interestingly, budget problems were not an issue, as would be the case for
the states that gave up performance funding in the early 2000s. 

Loss of Key Political Supporters

The Republicans’ loss of party control in the state legislature played a
role in the discontinuance of performance funding in Washington State.
Republican legislators had played a key role in the enactment of perfor-
mance funding in 1997 (Dougherty, Natow, Hare, & Vega, 2010). But
after the 1998 election, Democrats were once again the dominant politi-
cal party of the Washington State Senate, and Democrats and
Republicans held equal representation—49 seats each—in the State
House of Representatives (Ammons, 1998; Nisson, 2003). This change in
party control helped to bring about the demise of the 1997–1999 perfor-
mance funding system (authors’ interviews WA #2, 9, 10, 11, 14, 15, 16,
21, 22, 23). A well-placed observer noted that “the Democrats took con-
trol of the legislature and they didn’t have any investment in” the perfor-
mance funding proviso. Democrats in the state legislature were more
sympathetic to the preferences of institutions than were Republicans,
according to a leading former legislator: 

Democrats were more willing to agree with their institutional
representatives that it would be a penalty to the least able and
first-time college students, that the institutions were already
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doing the best they could, and [that] in the long run there were
relatively few students who like to stay on in higher education
and be professional students.

Higher Education’s Lack of Support: The Impact of Policy Design 

Key to the elimination of the 1997–1999 performance funding system was
a lack of support by higher education institutions, the Washington State
Board for Community and Technical Colleges, and the Washington State
Higher Education Coordinating Board. The state’s colleges and universi-
ties strongly disliked the 1997–1999 performance funding system and did
not keep their aversion a secret (authors’ interviews WA #2, 9, 14, 15, 16,
18, 22, 23; also see Sanchez, 1998). A former state higher education offi-
cial remarked:

[T]he institutions were never particularly, I think, comfortable
with the whole idea of performance measurements. They were
very good in the subsequent years, [at] lobbying the members of
the legislature, and administration, about their resistance to this,
and why it wasn’t really major to what was important in education
. . . I think the institutions did a pretty good job of making a case.

The opposition of the public higher education institutions to the
Washington performance funding system was sparked by several features
of its policy design. Below we explore each of these in turn.

A central reason behind the higher education community’s opposition
to performance funding was the system’s holdback funding formula
(authors’ interviews WA #1, 2, 8, 9, 14, 18, 23; also see Sanchez, 1998).
This is a policy design feature not mentioned by Burke and Modarresi
(Burke, 2002a, 2002b; Burke & Modarresi, 2000), but it played an impor-
tant role in catalyzing opposition to performance funding in Washington
and, as we shall see, Florida. Washington’s 1997–1999 performance fund-
ing system held back a fraction of higher education appropriations; insti-
tutions would receive these withheld monies only by doing well on
performance funding indicators (Sanchez, 1998; Washington State
General Assembly, 1997; Washington State Higher Education
Coordinating Board, 1998). Many of the public institutions viewed the
holdback provision as punitive, providing only negative reinforcement
(authors’ interviews WA #1, 2, 9, 14; also see Sanchez, 1998). A state
higher education official observed: “[O]ne of the things that made it 
a difficult sell for the higher education system . . . was that there . . . 
was no additional money put on the table as an incentive to improve
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 performance. There was only the prospect of punishment there.”
The holdback formula was particularly troublesome to some institu-

tions because they had difficulty meeting the performance criteria
(authors’ interviews WA #2, 15, 16). As a former legislator observed, insti-
tutions “had to show improvement to get their full allocation. That
proved to be fairly challenging for the institutions.” A staffer at the State
Board for Community and Technical Colleges agreed: “[B]y the end of
the year . . . several colleges didn’t get their money back. And some of
them were counterintuitive—institutions which everybody perceived as
always doing the right thing, and they didn’t get the points.” 

Another reason that higher education institutions opposed the
1997–1999 system was a perception that the system did not sufficiently
account for institutional diversity—that is, the indicators painted a pic-
ture of accountability with a relatively broad brush that did not capture
well the unique institutional missions of different types of public higher
education in the state (authors’ interviews WA #7, 10, 14). 

Along similar lines, higher education institutions perceived an incon-
gruity between the performance indicators adopted by the legislature
and the performance goals that institutions believed to be important.
There was concern that the legislature’s performance indicators would
cause colleges to focus their energy and resources on programs that were
more likely to enhance institutional performance on the indicators,
while neglecting or even abandoning programs that the colleges felt were
valuable (authors’ interviews WA #2, 14; see also Dougherty & Hong,
2006). For example, a state higher education official decried the fact that
the emphasis put on technical programs to place their graduates in jobs
with a median wage of $12 an hour pressured colleges to drop programs
such as early childhood education or secretarial training that typically do
not lead to jobs paying this much (authors’ interviews WA #2). 

Another reason that some higher education institutions in Washington
opposed the 1997–1999 system was because they felt that the system
duplicated other mandates to which colleges and universities in the state
were already subject (authors’ interviews WA #12, 14). As a state execu-
tive branch staffer told us, institutions’ “principal argument” against per-
formance funding “was that, ‘We go through an accreditation process.
What more do you need?’” A former state higher education official reit-
erated that institutions measure performance “internally, and that’s
something that they ought to be able to continue to do, rather than have
oversight from a separate board, like the Higher Education Coordinating
Board or any other organization.” 

Connected with the opposition to performance funding on the part of
higher education institutions was the frustration on the part of the state
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higher education boards—the Higher Education Coordinating Board
(HEC Board) and the State Board for Community and Technical
Colleges (SBCTC)—with the way the system had been adopted (authors’
interviews WA #2, 14). The legislature had taken the lead in adopting
performance funding in Washington State, and the Higher Education
Coordinating Board and State Board for Community and Technical
Colleges were given little time to propose performance funding indica-
tors and measures (authors’ interviews WA #2, 14; see also Nisson, 2003).
On the community college side, the State Board for Community and
Technical Colleges was given only a few days to develop indicators and
measures for 2-year colleges (authors’ interview WA #2; see also Nisson,
2003). One State Board for Community and Technical Colleges staff
member told us: “[T]hey were sprung upon us. The legislature said
you’re going to have . . . to have indicators, and you’re going to have to
have them in 3 days.” 

The state Higher Education Coordinating Board had more time to
devise performance indicators and measures for the 4-year institutions
(in conjunction with the legislature and the institutions themselves) than
the State Board for Community and Technical Colleges had (authors’
interview WA #14). However, according to our respondent, even the HEC
Board had not been given very much time: “Once we found out that the
legislature was serious in doing it, the legislative session at that time was
probably about up, you know—about 3 or 4 months total.” In the end,
the State Board for Community and Technical Colleges and the HEC
Board did not endorse the 1997–1999 performance funding system.

Lack of Business Support

While performance funding was encountering opposition from higher
education institutions, the system was not garnering support from the
outside community. Business had supported performance accountability
efforts in Washington (Dougherty et al., 2010). However, by 1999, there
was little evidence of business support (authors’ interview WA #2). A state
higher education official noted: “I think often we do have support from
labor, or business, or our Workforce Board . . . but on this issue, I don’t
think any of them spoke on the issue at all.” 

Enactment Through Budget Proviso Rather Than Statute

A final factor contributing to the demise of Washington’s 1997–1999 per-
formance funding system was the fact that performance funding was
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enacted through a budget proviso rather than statute. This made the
 system easier to eliminate. Provisos can be eliminated simply by not
including them in the new budget; there is no need to go through a leg-
islative repeal process, as would be the case with a statute (authors’ inter-
views WA #9, 19, 20, 23). The fact that the 1997–1999 system was enacted
by proviso rather than statute contributed to the ease with which the leg-
islature was able to discontinue the system after one biennium (authors’
interviews WA #9, 19). As one higher education official told us: “[T]here
wasn’t a law passed in 1997, and so it was just part of the budget. Those
provisions were only there, and so the legislature didn’t have to actually
eliminate it. They just didn’t—they chose not to renew it” (authors’ inter-
view WA #9). 

Summary

Several factors played a role in the rapid demise of the 1997–1999
Washington performance funding system. First, the state Senate’s domi-
nant political party switched from Republican to Democratic, and the
Democrats were not as supportive of tying funding to institutional perfor-
mance. Second, higher education institutions were strongly displeased
with the 1997–1999 performance funding system for several reasons
rooted in policy design: the use of a holdback funding system, the diffi-
culty some institutions had in meeting performance criteria, differences
between institutions and the legislature regarding the goals for higher
education, institutions’ belief that the 1997–1999 system did not take suf-
ficient account of institutional diversity, their belief that performance
funding duplicated existing accountability mandates, and the perceived
lack of sufficient consultation with the State Board for Community and
Technical Colleges and the Higher Education Coordinating Board. Even
as performance funding faced strong opposition from higher education
institutions and the state higher education boards, the system failed to
get support from organizations outside higher education, including the
business community. Finally, the fact that the 1997–1999 performance
funding system was enacted by budget proviso rather than by statute
made eliminating the system in the following biennium relatively easy. 

MISSOURI: DEMISE OF PERFORMANCE FUNDING IN THE 2000s

Missouri is one of several states that gave up performance funding dur-
ing the recession of the early 2000s. One of the first states to establish per-
formance funding, Missouri enacted its Funding for Results (FFR)
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program through a successful request in 1993 by the Coordinating Board
for Higher Education for a supplementary appropriation for perfor-
mance funding for the 1994 fiscal year. Performance funding was first
applied to 4-year colleges that year, and the community colleges were
added the next fiscal year (Dougherty et al., 2010; Naughton, 2004, p. 68;
Stein, 2002, pp. 113–114, 127–128). At the peak in fiscal year 1999,
Funding for Results accounted for 1.6% of state appropriations for
higher education (National Center for Education Statistics, 2007, Table
339; Stein, 2002, pp. 127–129). 

The Funding for Results program began with three indicators, but
these eventually flowered into six for the community colleges and eight
for the universities. Four indicators were common to both types of insti-
tutions: “Freshman Success Rates,” “Success of Underrepresented
Groups,” “Performance of Graduates,” and “Successful Transfer.” The
community colleges had two additional, sector-specific indicators:
“Degree/Certificate Productivity” and “Successful Job Placement.” The 4-
year colleges and universities, meanwhile, had four additional sector-spe-
cific indicators: “Quality of New Undergraduate Students,” “Quality of
New Graduate Students,” “Quality of Prospective Teachers,” and
“Attainment of Graduation Goals.” Two additional indicators were
dropped over the years: “Assessment of Graduates” and “Degrees in
Critical Disciplines” (Naughton, 2004; Stein, 2002).

In 2002, the legislature did not fund performance funding, and since
then it has been in abeyance in Missouri (authors’ interviews; Schmidt,
2002b). The demise of performance funding in Missouri came as a great
surprise to higher education officials in the state and to outside observers
(Schmidt, 2002a, 2002b). In fact, Burke and Modarresi had classified
Missouri as one of their two cases of long-lasting continuation of perfor-
mance funding (Burke, 2002b; Burke & Modarresi, 2000). 

The main cause of the surprising demise of the Funding for Results
program was the state’s sharp drop in revenues. However, other factors
also played a role, including a lack of political support for performance
funding from the governor and the legislature, higher education institu-
tions, and the business community. 

State Budget Problems

The cessation of the Funding for Results program is largely attributable
to the state’s budget shortfall in the early 2000s (authors’ interviews MO
#1, 3, 6, 7, 12, 14, 15, 16, 17, 20; Schmidt, 2002b). The state of Missouri
suffered a 6.0% drop in general revenues between fiscal year 2000 and
2002 (U.S. Census Bureau, 2002, Table 429; U.S. Census Bureau, 2006,
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Table 439). Consequently, state appropriations for higher education were
cut by 9.7% between fiscal year 2001 and fiscal year 2003 (National
Center for Education Statistics, 2007, Table 339).9 But the fact that the
cut in higher education funding was in excess of the drop in state rev-
enues indicates that more than just budgetary factors were at work. 

Loss of Support from the Governor and the Legislature

Governor Mel Carnahan, who had strongly supported more spending for
higher education and performance funding, died in 2000. His successor,
Bob Holden, was not as committed to funding performance funding
(authors’ interviews MO #1, 2, 4, 6, 10, 12, 15; Schmidt, 2002b). As a state
higher education official noted: 

When the money went south, we were not successful with the
Holden administration in the end to keep it alive, even with
crumbs . . . You know when you are working with the magnitude
of money they’re working with and somebody’s talking to you
about pennies in the basket, it’s hard to get focused attention.

The Holden administration focused on preventing cuts in elementary
and secondary education. In fact, even as higher education appropria-
tions were cut sharply, state appropriations for public elementary and
secondary schools actually rose by 3.1% between fiscal year 2001 and fis-
cal year 2003 (National Center for Education Statistics, 2005, Tables 154,
155; National Center for Education Statistics, 2006, Table 153). 

Holden blamed Republicans in the legislature for blocking his effort to
use the state’s rainy-day fund to cover the budget shortfall the state was
facing. He also complained that the Coordinating Board for Higher
Education and legislative representatives of the public colleges had not
supported strongly enough his effort to draw on the rainy-day fund
(Schmidt, 2002b; Sloca, 2002). 

The lack of support for performance funding in the legislature
reflected the fact that in 2002 the Republican Party had taken control of
the legislature. In contrast with Republican legislators in other states, the
new Missouri legislators were not much interested in performance fund-
ing (authors’ interviews MO #6, 10). 

Lack of Support from Higher Education Institutions

In the face of the higher education budget cuts, higher education insti-
tutions did not push to preserve Funding for Results. Their first priority
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was preserving their base institutional funding, and this priority made
performance funding expendable (authors’ interviews MO #1, 3, 5, 6, 7,
12, 15, 17; Schmidt, 2002b). As a university official noted: 

All institutions were focused on protecting their core . . . If I was
in a performance-based system, I may get $50 million plus
$500,000 based on my performance measures last year. All right?
Well, when the conversation . . . in the following year [is] that
you’re [not] going to get $50 million, but you’re going to get cut
10%, so now you’re going to get $45 [million], the performance
based funding just comes off the table. Because performance was
always an add-on. It wasn’t part of the core. 

FFR appropriations that institutions received in one year were built into
the base of their budgets for the following year. However, the budget cuts
facing higher education in 2002 may have made this seem immaterial. 

The lack of support for Funding for Results on the part of higher
 education had more longstanding roots than just a desire to protect base
funding during the 2002 budget crisis. The lack of support also reflected
reservations about Funding for Results on the part of some public higher
education institutions, particularly the more prestigious ones (authors’
interviews MO #1, 4, 5, 9, 11; Naughton, 2004; Schmidt, 2002b; Stein,
2002, p. 115). 

The more prestigious public universities did not see Funding for
Results (FFR) as an attractive way to secure extra state funds. FFR was
seen as not generating a lot of money compared to the university total
budget. In fact, university administrators tended to view FFR money not
as new money but rather as money that had been taken away from
expected budget increases to meet inflationary increases in costs
(authors’ interviews MO # 1, 16; see also Naughton, 2004, pp. 77–78, 83).
In the face of this, some institutions found it more attractive to strike spe-
cial deals with the governor or the legislature for “mission enhancement”
funds to strengthen academic programs and build new facilities rather
than to focus on improving their institutional performance in order to
secure more FFR funding (authors’ interviews MO # 5, 7, 10, 15, 16, 19;
also see Naughton, 2004, p. 78). 

In addition to these fiscal complaints, some Missouri public higher
education institutions also had other criticisms of the Funding for Results
program (authors’ interviews MO #7, 9). For example, administrators at
a high-prestige university felt that FFR was inappropriate for their institu-
tion because as the state’s only public doctoral institution it was commit-
ted to improving its research capacity, but FFR, which was primarily
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driven by measures associated with undergraduate education, had no ele-
ments related to research (Naughton, 2004, p. 78). An administrator at
the University of Missouri noted: 

Where are the aspects of performance-based funding that reflect
one of the major roles of the university and that’s research cre-
ativity and not to mention our extension mission? . . . I would say
to this day in large part the [FFR] approach was basically suited
for nonresearch institutions and very poorly suited to the four-
campus system of the University of Missouri. We had to be a bit
skeptical and lukewarm about the whole thing. 

In addition, administrators at more prestigious institutions tended to
view FFR as an intrusion on institutional autonomy (authors’ interviews
MO #2, 7, 9; also see Naughton, 2004, pp. 77–80; Stein, 2002, p. 116).
This was particularly the case with the “campus-level FFR,” which encour-
aged campuses to apply performance funding to their internal budgeting
systems (Naughton, 2004, pp. 79–80; Stein & Fajen, 1995, pp. 85–88). An
official at the University of Missouri noted: 

I think the attitude was basically here’s something that the CBHE
is trying to push down our throats. It’s not well baked. There was
a lot of emphasis on test scores again, and our own faculty, you
know for the most legitimate academic reasons, had deep con-
cerns about the heavy weight given to test scores.

At the same time, Funding for Results enjoyed a more favorable recep-
tion at medium-prestige public institutions (Naughton, 2004, pp. 83–90).
In fact, one of them, Truman State University, had been a very early expo-
nent of campus assessment and its former president, Charles McClain,
had gone on to be the state commissioner of higher education who led
the effort to establish Funding for Results. 

Lack of Mobilized Support from Business

Though the business associations did not lobby for performance funding
in the early 1990s, some prominent business people had strongly sup-
ported it. In fact, a businessman headed the Missouri Business and
Education Partnership Commission that in 1991 had called for perfor-
mance funding (Dougherty et al., 2010). However, a decade later, busi-
ness was silent when Funding for Results was no longer supported by key
politicians. Key business people, legislators, and higher education
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 officials do not recall any reaction on the part of the business community
when FFR was eliminated (authors’ interviews MO #5, 6, 12, 13, 19). A
state official who was involved in budget deliberations at the time noted:
“I don’t remember any business involvement at all in the process in 2002,
when it [Funding for Results] kind of atrophied away. I remember just
complete silence in the business community on that issue.” 

The Political Weakness of the Coordinating Board for Higher Education

The one body that actively defended Funding for Results was its prime
progenitor, the Coordinating Board for Higher Education. However, the
board was not very strong politically (authors’ interviews MO #2, 9, 15,
20). A top official at the University of Missouri noted the “historically
weak role” of the Coordinating Board for Higher Education:

We [the University of Missouri] have our own governing board,
and historically you never paid a lot of attention to the
Coordinating Board . . . It had recommending powers on the
budget for the University of Missouri and the other public insti-
tutions. It had some control of computing equipment for the
other institutions, but not the University of Missouri. The board
derived its power fundamentally from the relationship between
the commissioner and the governor. 

Unfortunately, the governor in power was no longer Mel Carnahan, a
strong supporter of performance funding. 

Summary

The main cause of the surprising demise of the Funding for Results pro-
gram was the state’s sharp drop in revenues in the early 2000s. The FFR
program perhaps could have survived the state’s budget crisis if the
Coordinating Board for Higher Education had been joined by other
strong advocates. However, this support was missing. The governor in
office was no longer the governor who had strongly championed higher
education spending and performance funding. The legislature was now
led by Republicans who were not interested in performance funding.
The higher education institutions were not calling for saving perfor-
mance funding because their focus was on protecting their base funding,
and some had considerable reservations about performance funding to
begin with. The business community, a potentially powerful supporter of
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performance funding, was silent. Finally, the Coordinating Board for
Higher Education depended on its relationship with the governor, and
the incumbent in that role was no longer Mel Carnahan, who had been
a strong supporter of performance funding.10

FLORIDA: DEMISE AND SUSPENSION OF PERFORMANCE FUNDING

Florida provides a case both of the demise of performance funding and
of its continuation but suspension. In the mid-1990s, Florida created two
performance funding systems that applied only to its community col-
leges.11 One (the Workforce Development Education Fund) ended in
2002. The other (Performance Based Budgeting) survives to this day,
although funding has been suspended since 2008. 

Performance Based Budgeting began with an appropriation of $12 mil-
lion for fiscal year 1996–1997.12 These funds would be distributed to com-
munity colleges at the end of the fiscal year, depending on their
individual performances on three sets of indicators: completion of certifi-
cates and associate of arts and associate of science degrees; completion of
the same by students who are economically disadvantaged, disabled, non-
English speakers or in English as a Second Language (ESL) programs,
passed state job licensure exams, or were placed in jobs in targeted occu-
pations; and associate of arts completers who graduated with less than 72
attempted credit hours.13 Over the years, PBB funding has accounted for
1% to 2% of total state appropriations for the community colleges
(Dougherty & Natow, 2010). 

The Workforce Development Education Fund (WDEF) was enacted in
1997 and took effect the following year.14 The fund applied to community
colleges and area vocational-technical centers run by K–12 districts. At
the fund’s peak, the WDEF comprised nearly 6% of state funding for
community colleges.15 The WDEF withheld 15% of an institution’s state
appropriation from the previous year for vocational and technical educa-
tion. Institutions could then win this money back based on their perfor-
mance on the following measures: (a) number of adult basic education
completions, vocational certificates, and vocational associates of science
for students with certain characteristics (economically disadvantaged stu-
dents, welfare recipients, students with disabilities, dislocated students,
and ESL students) and (b) job placement of students (with institutions
getting more points for placement in higher paying jobs) (Bell, 2005, pp.
47, 59–60, 175–176; Florida State Board for Community Colleges, 1998,
2000; Pfeiffer, 1998; Wright, Dallet, & Copa, 2002, p. 163; Yancey, 2002,
pp. 59–61). 
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While Performance Based Budgeting (PBB) continues to this day, the
WDEF ceased after 2002. Why did it fail while PBB survived? 

Budget Problems

Funding problems were a key cause of the demise of the Workforce
Development Education Fund in Florida and the suspension of funding
for the Performance Based Budgeting program. In the early part of this
millennium, Florida government revenues dropped from $51.6 billion in
fiscal year 1999–2000 to $47.9 billion in fiscal year 2001–2002, a decrease
of 7.2% (U.S. Census Bureau, 2002, Table 429; U.S. Census Bureau, 2006,
Table 439). Moreover, soon after the election, Governor Jeb Bush (who
held office from 1999 to 2007) moved to cut spending or keep down
increases in many areas of the state budget in order to meet increasing
Medicaid costs, fund new initiatives of particular interest to him, and
allow large cuts in taxes (Dyckman, 2001; Pendleton & Saunders, 2001).
Consequently, Gov. Bush kept down state spending on higher education.
While state higher education spending rose by 5.0% between fiscal years
2001 and 2004, it badly lagged rising college enrollments, with the result
that state spending per full-time equivalent (FTE) student at the commu-
nity colleges dropped by 13.7% during those years (Florida State
Department of Education, 2009, Table 19; Florida State University
System, 2008, Tables 10, 40; National Center for Education Statistics,
2007, Table 339).16

Faced with these budget constraints, the community colleges wanted to
protect their main enrollment-based funding and deemphasize perfor-
mance funding (authors’ interviews FL #20, 21). A leading state commu-
nity college official noted: 

They [community colleges] had not gotten any additional
money in a long time, yet they had an open door policy, and so
they were taking more and more enrollments. So they wanted to
go back on more of an enrollment basis and de-emphasize per-
formance . . . They wanted the focus to be on enrollment,
because they had been pulling in more and more students every
year, and particularly as the budget got tight and universities
were capping [enrollments], they were getting the spillover on it.
So all of a sudden, enrollment became a more salable argument
for funding than did performance. 

Similar economic considerations played a role in the suspension of
state funding for the Performance Based Budgeting program after fiscal
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year 2008. State funding for community colleges (general revenues and
lottery funds) dropped 7.3% between fiscal year 2008 and fiscal year 2010
(Florida Department of Education, 2011, Table 19). A leading commu-
nity college official noted how this led to the suspension of PBB: 

It was suspended because of the economy and the cuts to state
support. The Council of Presidents recommended that the funds
just be rolled into the CCPF (Community College Program
Fund) to try to get the most equitable distribution during times
of rapid enrollment growth coupled with declining state support.

But why was the WDEF program terminated while PBB has only been
suspended? Other factors besides fiscal strain help to explain this. 

Lack of Community College Support: Criticisms of the 
Policy Design of the WDEF

The community colleges wanted to be out from under the Workforce
Development Education Fund because they had become quite unhappy
with several features of the program: its use of a holdback feature to
reward community colleges, lack of increases in funding for WDEF as time
passed, measurement of institutional performance against the average for
other colleges rather than against a college’s own past history, the opaque-
ness and perceived political nature of how the WDEF funding formula
was applied, and lack of sufficient consultation with the colleges in design-
ing the WDEF to begin with. We discuss each of these criticisms in turn.

Unlike the Performance Based Budgeting program, the Workforce
Development Education Fund program involved a holdback feature.
Community colleges and school district area vocational-technical centers
received 85% of their prior year’s state workforce-related appropriation
up front. The remaining 15% was held back, to be returned to the col-
leges and vocational-technical centers according to their performance in
the subsequent year on a variety of workforce preparation measures, such
as vocational graduation rates and placements in high-wage/high-
demand jobs. The baseline allocation was first made in 1998–1999, and
the formula was first applied in 1999–2000 (Pfeiffer, 1998, p. 24; Wright
et al., 2002, p. 153; Yancey, 2002, pp. 59–61). From the very beginning,
the community colleges and vocational-technical centers were unhappy
with the prospect that they might not fully recapture the funds held back
(authors’ interviews FL #2a, 2b, 3b, 4b, 6a, 27). 

The colleges’ uncertainty was further exacerbated by the fact that the
state legislature did not increase funding for the WDEF, even as the

23



Teachers College Record, 114, 030301 (2012)

 colleges improved their performance. The result was that colleges could
increase their performance but still not receive any additional money
(authors’ interviews FL #2a, 3a, 3b, 4b, 6a, 10, 21). As a leading state
workforce training official noted: 

Because [the colleges] were recruiting primarily poor folks and
target groups much more aggressively, their point production
went up significantly in the beginning, and with that, nobody
should have lost money. But when you don’t have any additional
money in the pot, somebody has to lose. 

In gauging how well colleges were performing, the WDEF system mea-
sured colleges not against their past performance but against that of
other colleges. Thus, a college could increase its workforce training out-
put and still lose a portion of the held-back funds if other colleges
increased their output even more (authors’ interviews FL # 4b, 6a, 21, 25;
see also Dougherty & Hong, 2006). A vocational education dean at a
community college noted: 

If you improve more and there’s not any new money in that pot,
guess where your more improvement comes from. From my pot
of money. Because if . . . every one of us improved, but these two
here improved even more, part of my money is gone that I oper-
ated on last year. 

As the performance funding demise analysts have noted, requiring col-
leges to compete against each other tends to provoke opposition to per-
formance funding (Burke, 2002a, p. 225). 

The formula connecting college performance to funding outcomes
was very unclear to colleges, which aroused institutional distrust of and
opposition to the system. Part of the opaqueness of the WDEF formula
was because, as we have noted, funding outcomes depended not just on
a college’s own performance but also on that of other colleges and on
how much money was allocated to the WDEF that year. However, the
problem was compounded by the fact that funding allocations were done
at the end of the year by a very small number of state legislative staff
members who were responding to legislative pressures (authors’ inter-
views FL #2a, 6a, 22, 23, 24). As a state community college official noted,
while the PBB formula for determining colleges’ funding shares was
viewed as straightforward, that was not the case with the WDEF: 
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The other problem we had with [the WDEF], to be honest with
you, [was that] it was a black box. In other words, two people ran
the model. Nobody in the world knew what they were doing.
They finagled the numbers. No one knew how they came up with
the points . . . So a lot of mistrust was created by a black box
approach . . . No one really trusted the data.

When the Workforce Development Education Fund was enacted in
1997 (Laws of Florida, SB 1688, Chap. 97–307), it was very much a prod-
uct of the state Senate. In contrast with the development of the
Performance Based Budgeting system, which involved broad and deep
participation by the community colleges, the development of the WDEF
was a much more closely held initiative. A handful of state senators and
their staff designed the program, with little consultation with the commu-
nity colleges. The community colleges were consulted after the fact in
designing how the law would be implemented, but they had little to do
with working out the basic framework, and particularly the holdback pro-
vision, which they roundly disliked (Dougherty et al., 2010). 

K–12 Criticisms of the WDEF 

The vocational-technical centers run by local school districts were also
subject to the WDEF, and they, too, were critical of it. They found them-
selves competing against the community colleges for funding and often
losing in that competition (authors’ interviews FL #3b, 6a, 22). This was
particularly galling because there had been a history of conflict between
the community colleges and the K–12 system over who should offer post-
secondary vocational education (authors’ interviews FL #3b, 6a, 22). In
fact, at one point the community college system tried to take over all post-
secondary vocational education by absorbing the vocational-technical
centers. This was bitterly fought by the K–12 districts and became
another reason for repudiating the WDEF. 

All of these objections the community colleges and the K–12 districts
had to the WDEF might not have been enough to kill the program if it
had been counterbalanced by strong support from its original legislative
advocates and by strong community support, particularly among the busi-
ness community. However, neither was operative. 

Loss of Legislative Champions 

The main supporters for the WDEF in 1997 had been members of the
state Senate, particularly George Kirkpatrick (D-Gainesville), chair of the
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state Senate Appropriations Committee, and Jim Horne (R-Jacksonville).
However, by the new millennium these key supporters were gone.
Senator Kirkpatrick left the senate after 2000 (having run into a term
limit) and died suddenly in 2003 (Associated Press, 2003). Meanwhile,
Senator Horne—facing a term limit in 2002—accepted the position of
commissioner of education in 2001 (Saunders, 2001). 

These state Senate advocates of the WDEF program were replaced by
new members who had less allegiance to the WDEF (authors’ interviews
FL # 2a, 6a). Many had been in the state House at the time the WDEF was
enacted, but this bred little allegiance, because the WDEF had been incu-
bated in the state Senate with very little involvement by the House
(Dougherty et al., 2010). As a state community college official noted,
these new senators did not feel bound by the past decision to enact per-
formance funding and wanted to use the funds involved for projects of
their own: 

Because we have term limits here in Florida, probably some of
the champions of that [performance funding] got term-limited
out. And other people said, “This doesn’t make sense, we’re
going to use those monies in different ways.” Because different
people are always looking for different pots of money. [Because
of term limits], you only have eight years, so you have to do
something.

In addition, the new legislators were hearing many complaints from com-
munity colleges and K–12 districts about the WDEF (authors’ interview
FL #6a). 

Lack of Business Support

The Workforce Development Education Fund might have survived in the
face of the dissatisfaction of the community colleges and K–12 districts if
the WDEF had had strong community support. However, this was not
forthcoming. Particularly important was the lack of support by business,
given its importance in state politics generally (Thomas & Hrebenar,
2004, p. 118) and Florida politics specifically. One might think that the
Florida business community would have stepped in to save the WDEF,
given the resonance of performance funding with business notions of
efficiency and the primacy of market forces and the fact that business had
played a significant role in the origins of Performance Based Budgeting
(Dougherty et al., 2010). However, business did not display much con-
cern about performance funding in the early years of this millennium
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(authors’ interviews FL #3b, 21). As a leading state workforce develop-
ment official noted: 

I think performance-based funding was just so much academic
jargon to them. If the programs improved, they were happy with
that, but they might not do a cause-and-effect with performance-
based funding . . . They were more interested in there being
funding, particularly in K–12 because . . . the quality of the
schools becomes a big factor in whether businesses want to be
there, where they want to locate. 

In summary, the demise of the Workforce Development Education
Fund is attributable to the joint effect of several forces. State appropria-
tions for higher education were being held down to free up monies to
pay for increasing Medicaid costs, fund new initiatives by the governor,
and allow tax cuts. Faced with decreasing per-student FTE state spending,
the community colleges preferred to have the WDEF eliminated and pro-
tect their main enrollment-based state funding. Moreover, unlike the
case with the Performance Based Budgeting program, community col-
leges had very substantial criticisms of how the WDEF worked, particu-
larly the way it left colleges very uncertain about their funding because of
its holdback feature, the lack of increases in state funding despite
improvements in community college performance, and the fact that the
WDEF measured a college’s performance improvement against that of
other colleges rather than a college’s past performance. The community
colleges were joined in their lack of enthusiasm for the WDEF by the
K–12 districts, which were also subject to the WDEF and had their own
criticisms of it. This dissatisfaction on the part of community colleges and
K–12 districts was not counterbalanced by strong enthusiasm on the part
of the business community or strong efforts by the legislative champions
of performance funding. The senators who had championed WDEF were
no longer in office and able to defend it.

Why Performance-Based Budgeting Survived in Florida When WDEF Did Not

While the WDEF disappeared after 2002, the PBB program survived,
even if its funding has been suspended since 2008. This survival is attrib-
utable to key differences in their policy design and, ultimately, in how the
programs arose. 

Unlike the WDEF, the PBB did not hold back a portion of a college’s
state appropriation and require colleges to win it back. PBB funding was
new money, over and above the regular enrollment-based appropriation
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that colleges received (authors’ interviews FL #2a, 6a). This made com-
munity college presidents much more comfortable with the PBB than the
WDEF, according to a leading state community college official: “With our
PBB, it’s split the pot . . . It’s just an add-on, and you will get something 
. . . In [Performance Based Budgeting’s] current configuration, I think
people are comfortable with it, and they understand it. That’s why it’s
able to stay.” 

Moreover, PBB funds were distributed based on a formula that the col-
leges understood (authors’ interview FL #6a). A state official familiar
with both programs noted: 

[In the case of PBB], it’s all in the open . . . We meet in the open,
and it’s all decided. In other words, it’s a collaborative effort as
opposed to a top-down approach. For PBB to be successful, peo-
ple have to understand it. They have to be able to replicate the
results. And they couldn’t do that with the Workforce
Development Funding.

In fact, the colleges had a major hand in creating the PBB formula and
have continued to this day to be able to shape it as they see fit. This
reflects the fact that the community colleges were much more involved in
the initial framing of PBB than they were in the case of the WDEF
(Dougherty et al., 2010; Dougherty & Natow, 2010). 

We can deepen our analysis of the factors causing some performance
funding programs to disappear while others persist by looking at the case
of Tennessee. 

TENNESSEE: CONTINUATION OF PERFORMANCE FUNDING

Tennessee has had the longest operating performance funding system in
higher education, one that has been in continuous operation for over 30
years. The system began as a pilot program in 1974 and in 1979 went
statewide (Banta, 1986; Bogue, 2002; Ewell, 1994). The performance
funding system began with five equally weighted indicators: proportion
of eligible programs in an institution’s inventory that are accredited; stu-
dent performance in major fields as assessed by national, regional, or
state examinations; student performance in general education as
assessed by a nationally normed exam; evaluation of instructional pro-
grams or services by current students, recent alumni, community mem-
bers, or employers; and evaluation of academic programs by outside peer
review teams (Banta, 1986, pp. 123–128; Bogue & Dandridge-Johnson,
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2009). In the years following, some performance indicators were added,
others were dropped, and some were measured in new ways (Dougherty
& Natow, 2010). At the peak in fiscal year 2005, performance funding
accounted for 4.4% of total state appropriations for higher education
(Dougherty & Natow, 2010, Table 2).17

Why has Tennessee’s performance funding system survived while those
in the previous three states failed? Key has been the fact that the system
has enjoyed much stronger support from higher education institutions
than was the case in the states where performance funding has been
dropped. Moreover, Tennessee higher education institutions faced a very
different budgetary situation in this decade than was the case in states
such as Florida and Missouri. 

The Tennessee state higher education system did not experience bud-
get problems of the size that occurred in Florida and Missouri in the early
years of this decade. Tennessee did experience a 5.4% drop in total state
revenues between fiscal years 2000 and 2002 (U.S. Census Bureau, 2002,
Table 429; U.S. Census Bureau, 2006, Table 439). However, state appro-
priations for Tennessee public higher education institutions actually rose
by 3.9% between fiscal years 2001 and 2003—faster than the increase in
enrollments18—unlike Missouri, where state appropriations dropped, and
Florida, where the rise in appropriations badly lagged the rise in enroll-
ments (U.S. Census Bureau, 2002, Table 429; U.S. Census Bureau, 2006,
Table 439). Thus, there was no push by Tennessee colleges to cut out per-
formance funding in order to protect base funding. Further protection
for performance funding in Tennessee has come from the fact that it is
embedded in the appropriation for higher education. The system is not
a separate program but built into the regular budget. Thus, performance
funding does not stand out as an element to cut out (authors’ interviews
TN #8, 10). 

In addition to a more favorable budgetary situation, performance
funding in Tennessee enjoyed the support of the public higher education
institutions, in good part due to the more favorable budgetary situation.
However, performance funding also enjoyed support due to its having
design features that higher education institutions favored. Unlike perfor-
mance funding in Washington and the Workplace Development
Education Fund in Florida, performance funding in Tennessee did not
take the form of a holdback that institutions had to earn back through
improved performance. Instead, the institutions have viewed perfor-
mance funding as a source of additional income over and above their
base funding (authors’ interviews TN #1, 4, 8). A former university
administrator explained that many institutions were “bringing in a
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 substantial chunk of money” based on performance funding, and that
these institutions feared that should the performance funding program
be eliminated, “the money would go away too.”19

Institutional support for performance funding has also been bolstered
by the fact that this funding system was and is developed with consider-
able input from the institutions, unlike the situation in Washington and
Florida (in the case of the WDEF) (authors’ interviews TN #2, 3, 8). The
Tennessee Higher Education Commission took 5 years to pilot test the
system and develop institutional support for it. As a former state higher
education official explained, “This policy was not shoved down our
throats by a legislature. It was not imposed in any way. It was something
that we developed from within.” After the performance funding program
was created, it has been reevaluated every 5 years, with input from advi-
sory committees that include institutional representatives (authors’ inter-
views TN #1, 2, 3). A former Tennessee institutional administrator noted: 

[T]hey [the Tennessee Higher Education Coordinating Board]
did have the advisory committees that met annually to talk it
over, and then every 5 years they could actually make changes . .
. they’d be responsive to the things that drew the most com-
plaints, or that seemed to be a real improvement over what had
been done before.

The long-term persistence of Tennessee’s performance funding system
is attributable to the fact that the system has enjoyed much stronger sup-
port from higher education institutions—in good part due to how the sys-
tem was designed and implemented—than was the case in the states
where performance funding was dropped.20 In addition, Tennessee
higher education institutions did not encounter the budget pressures
faced by institutions in Missouri and Florida. 

SUMMARY AND CONCLUSIONS

One of the great puzzles about performance funding in the United States
is that such funding has been popular and unstable, with many states that
enacted performance funding later dropping it. To shed light on the
causes of this unstable institutionalization of performance funding, we
examined the differing experiences of four states: Washington and
Missouri, where performance funding was given up (one before the
2001–2002 recession and one during); Florida, which gave up one perfor-
mance funding program in 2002 but retained another; and Tennessee,
which has retained performance funding for more than 30 years. 
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COMPARISON TO EARLIER STUDIES OF 
PERFORMANCE FUNDING DEMISE

Our analysis arrived at findings that converge with but also diverge from
Burke and Modarresi’s findings on the causes of the demise of perfor-
mance funding programs (Burke, 2002a, 2002b; Burke & Modarresi,
2000). We concur that higher education opposition played a key role in
the demise of performance funding. It was present in Missouri,
Washington, and Florida (in the case of the Workforce Development
Education Fund) where performance funding ceased, but not Tennessee
and Florida (in the case of the Performance Based Budgeting program)
where it survived. Stimulating this opposition were many of the same fac-
tors identified by Burke and Modarresi: a perceived lack of adequate con-
sultation with higher education institutions (Washington and Florida, in
the case of the WDEF); the use of performance indicators that higher
education institutions did not find valid (Washington and Missouri); a
perception of high implementation costs to institutions (Florida’s
WDEF); and a perception of erosion of campus autonomy (Washington
and Missouri). In contrast, in Tennessee, we find little campus unhappi-
ness with performance funding and little perception that performance
funding was developed without much input from higher education insti-
tutions, uses invalid measures, or badly erodes campus autonomy. 

At the same time, our analysis turned up other causes of higher educa-
tion opposition to performance funding that were not discovered by
Burke and Modarresi. One of the most potent was the use of an appro-
priation holdback, where a portion of the state appropriation to higher
education institutions was held back and the institutions had to earn it
back through improved performance. This caused great anger in
Washington and Florida (in the case of the WDEF). It is very instructive
that Florida’s surviving PBB program does not have this feature and has
had much greater institutional support than did the defunct WDEF.
Moreover, we also find that a major cause of higher education opposition
to performance funding was a desire to preserve base funding at a time
when the economic recession of the early 2000s was devastating state bud-
gets.21 This leads us to our second main break with Burke and Modarresi’s
findings. 

Our inclusion of two cases from the 2000s brings to the surface another
factor that went unmentioned by Burke and Modarresi: the crucial
impact of downturns in state finances. As we noted, a key feature of our
analysis is the inclusion of cases (Missouri and Florida) where perfor-
mance funding was dropped or suspended in the 2000s, while Burke and
Modarresi’s cases were restricted to earlier years. The recession of the
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early 2000s played a major role in the demise of performance funding in
Missouri and Florida (in the case of the Workforce Development
Education Fund).22 Similarly, the recession of the late 2000s led to the sus-
pension of funding for Florida’s Performance Based Budgeting program.
As state appropriations for higher education faced cuts or failed to keep
pace with enrollments, higher education institutions moved to protect
their core state funding and turned against performance funding.
Meanwhile, Tennessee’s system survived the fiscal challenges of the early
2000s in good part because the system was insulated from the ups and
downs of the state revenue cycle. 

Finally, a third area in which our findings go beyond those of Burke
and Modarresi (Burke, 2002a, 2002b; Burke and Modarresi, 2000) con-
cerns which champions of performance funding were lost. Burke and
Modarresi highlighted the loss of gubernatorial support, as governors
who championed performance funding were succeeded by governors
who were not as interested. We found evidence of the impact of a loss of
gubernatorial champions (in the case of Missouri), but we also found evi-
dence of the loss of legislative champions who left office or lost leader-
ship positions (Florida and Washington) and of waning interest on the
part of business, which played an important role in encouraging the
establishment of performance funding (Florida and Washington).
Moreover, based on the research we conducted in Illinois, we would add
loss of support from the heads of state coordinating boards. A major fac-
tor in the demise of performance funding in Illinois was the fact that the
state community college officials who spearheaded it were no longer in
office as the program expired in 2002–2003 (Dougherty & Natow, 2009). 

WIDER IMPLICATIONS: ADDRESSING POLICY TERMINATION AND
PROGRAM SUSTAINABILITY THEORY

Our findings have resonance beyond higher education policy. They con-
verge with and diverge from key findings in two important policy
research literatures: policy termination theory in the policy sciences liter-
ature and program sustainability theory in the public health and social
welfare literature. 

Our findings concur that policy termination is more likely to occur
when a policy is operating in a period of budget cuts; there is a change
of administrations, with new office holders who are not wedded to exist-
ing policy; the initial champions of a policy are no longer around; and
the resistance to policy termination lacks capable leadership or effective
defensive tactics (Bardach, 1976; DeLeon, 1978; Kirkpatrick, Lester, &
Peterson, 1999). However, we have seen no evidence in our study for two
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other cited predictors: the ideological matrix in which the policy is
embedded has been delegitimated; and the policy is new and has had less
opportunity to accumulate allies (Bardach, 1976; DeLeon, 1978;
Kirkpatrick et al., 1999). 

Our findings also agree and disagree with those in the extensive
research literature on sustainability of public health and social welfare
programs. We also found that program sustainability is enhanced if the
program design conforms to traditional practices and organizational
forms, the design process allows for input from program constituents,
and the implementing institutions champion the policy and have the
resources to effectively implement it (Racine, 2006; Scheirer, 2005;
Shediac-Rizkallah & Bone, 1998). However, contrary to program sustain-
ability theory, we found no evidence that the demise of performance
funding was due to a perceived lack of program impact. 

POLICY IMPLICATIONS

The factors causing the demise of performance funding that are dis-
cussed above point to three key tasks that advocates of performance
funding must undertake if they are to create a sustainable basis for such
a program. First, a way of financing performance funding must be found
that insulates it from the ups and downs of the state revenue cycle and
that provides funding that colleges regard as new money, rather than
money that is being held back or coming at the expense of their enroll-
ment-based funding. If these finance issues are not resolved, perfor-
mance funding is highly vulnerable to being jettisoned when state
funding for higher education drops or fails to keep pace with enrollment
increases.

Second, performance funding advocates need to find ways of better
securing the support of public colleges and universities themselves. Their
support might save performance funding in a time of fiscal trial, while
their opposition will very likely doom it. Higher education institutions
are more likely to support performance funding if it involves new money
and if the institutions are given a role in designing the performance
funding system. This involvement makes it more likely that the funding
structure will be one they find comfortable and that the performance
indicators used in the system will reflect missions the institutions value.
Moreover, the support of higher education institutions also will be
enhanced by finding ways of reducing the administrative burden and
financial costs of data collection and analysis imposed on colleges and
universities by state performance funding systems. 

Third, if advocates wish to enhance the sustainability of performance
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funding, they need to expand the degree of social support. One key
potential supporter is business. Another is social groups that are moved
primarily by the values not of efficiency but of educational equality and
effectiveness, particularly for underserved students. These equity-ori-
ented actors may be attracted by performance funding that rewards col-
leges for enrolling, educating, and graduating students from
underserved populations (for more, see Dougherty & Hong, 2006;
Dougherty, Hare, & Natow, 2009.
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Notes

1. Given the widespread interest in performance funding, it is curious that there is a
dearth of systematic analyses of its impact on institutional performance. Careful studies are
rare, and they do not find strong evidence that performance funding causes striking
improvements in institutional outcomes (see Dougherty & Hong, 2006; Dougherty &
Reddy, 2011). 

2. These interviews and documentary sources led us to discount reports that South
Dakota, Indiana, and Idaho had suspended their systems. Our interviews with state higher
education officials and academic experts led us to conclude that South Dakota had not
relinquished performance funding but had simply changed its form (Richardson &
Martinez, 2009, p. 135; Toman, 2008, pp. 70–71). Meanwhile, Indiana did not establish per-
formance funding until 2007, a system that is still in force (M. Baumgartner, formerly
Associate Commissioner, Indiana Commission for Higher Education, personal communica-
tion, 2010; Indiana Commission for Higher Education, 2008). Idaho has had since the mid-
1990s a performance funding process for the Technical Colleges that only applies if the
legislature appropriates new money for “capacity building.” The last couple of years the
process has not been funded due to the budget crisis but it remains in place (M. Rush,
Executive Director, Idaho State Board of Education, personal communication, 2011). 

3. To draw the wider implications of our findings, we will address in the summary and
conclusions to this article how our findings converge and diverge with policy termination
theory in the policy sciences literature (Bardach, 1976; DeLeon, 1978; Kirkpatrick et al.,
1999) and program sustainability theory in the public health and social welfare literature
(Racine, 2006; Scheirer, 2005; Shediac-Rizkallah & Bone, 1998). 

4. Ironically, Missouri subsequently abandoned its performance funding system after
2002. 

5. We chose Washington over the other cases of demise during the years 1996–1999
(Arkansas, Colorado, Kentucky, and Minnesota) because the others had already been stud-
ied by Burke and Modarresi (Burke, 2002a, 2002b; Burke & Modarresi, 2000). 
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6. Ohio and South Dakota have also had fairly long-running performance funding sys-
tems (Burke & Minassians, 2003; Moden & Williford, 2002; Richardson & Martinez, 2009).
However, Tennessee’s system is distinctive in that it has lasted far longer (more than 30
years as versus 15 years for Ohio and 13 for South Dakota). 

7. We picked this year because it divides the cases of performance funding demise in
about equal halves and we have excellent data on higher education governance arrange-
ments (McGuinness, 2003). 

8. Performance funding reappeared in Washington with the establishment in 2007 of
the Student Achievement Initiative for community colleges (Dougherty et al., 2010;
Washington State Board for Community and Technical Colleges, 2007). 

9. Missouri state figures put the decline as even larger: 13.8% (Missouri Department
of Higher Education, 2009).

10. Although the Funding for Results program did end, performance funding may
reappear in Missouri, as it did in Washington state. A new higher education funding model
has been proposed that includes performance funding. This model was given unanimous
support by presidents and chancellors of the public colleges and universities (authors’
interview MO #1; Missouri Department of Higher Education, 2008). 

11. The state universities did get some performance funding, but it consisted of only
three one-time yearly payments over the past 14 years, with each of those payments amount-
ing to only $3–4 million each year. The payments were not made as part of the PBB system
(authors’ interviews). 

12. The program was enacted in 1996 under the name Performance Incentive Funding,
but was folded into the Performance Based Budgeting program that had been enacted in
1994 (Dougherty et al., 2010). 

13. While the performance indicators have changed over time, they have continued to
focus on degree completion, transfer to the state university system, successful passage of
licensure exams, and securing jobs paying more than $10 an hour (Dougherty & Natow,
2010). 

14. The Workforce Development Education Fund (WDEF) was preceded by an experi-
mental Performance Based Incentive Fund, which was established in 1994 and phased out
2 years later. Unlike the WDEF, the PBIF was voluntary and involved less funding
(Dougherty et al., 2010; Wright, Dallet, & Copa, 2002).

15. In fiscal year 2001, Florida’s performance funding for community colleges through
the WDEF reached $46.9 million (Wright et al., 2002, p. 163; Yancey, 2002, pp. 57–62). This
figure is based on the 15% withheld from community college workforce funding. In that
same year, state appropriations for community colleges (based on general revenues and lot-
tery proceeds) were $842.3 million. Revenues for community colleges from all sources—
including state appropriations, student fees, sales and services, other receipts, and federal
funding—totaled $1.2 billion (Florida State Community College System, 2002, pp. 77, 80). 

16. Fall enrollments in Florida public institutions rose by 10.9% between fall 2000 and
fall 2002 (National Center for Education Statistics, 2007, Table 194). 

17. This was the actual share attained. However, institutions had the potential to earn
as much as 5.45%. 

18. In Tennessee, enrollments in public higher education institutions actually dropped
by 4.1% between fall 2000 and fall 2002. If we exclude the anomalously high enrollments
in fall 2000 and compare those for fall 1999 and fall 2002, enrollments rose by only 0.3%
(National Center for Education Statistics, 2007, Table 194). 

19. In actuality, performance funding in Tennessee might not really be new money but
come at the expense of greater regular funding for higher education. However, the percep-
tion that the performance funding allocation is new money is widespread and an important
source of support for the performance funding system. 
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20. Ohio is another state that has maintained performance funding over a good num-
ber of years (since 1995) for reasons similar to Tennessee’s. From interviews we have con-
ducted there, performance funding has enjoyed strong support from Ohio institutions, in
large part because the universities see such funding as a way of getting state funds the insti-
tutions would otherwise not get.  

21. In addition to the above, we also found in Florida additional causes of institutional
opposition that were not mentioned by Burke and Modarresi: the perceived opaqueness of
the Workforce Development Education Fund formula and the fact that institutional perfor-
mance improvement was measured relative to the improvement of other institutions, both
of which left community colleges quite uncertain about how much of the reserved WDEF
funding they would be able to win back. 

22. State budget troubles were also a key factor in the demise of performance funding
in Illinois in 2002–2003 (Dougherty & Natow, 2009) and Oregon in 2002 (Oregon
University System, 2003, p. 13).
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