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ABSTRACT 

 

How to finance higher education remains controversial among policy makers across the 

United States and Texas is not exempt from the controversy. In 2011, House Bill 9 (H.B. 9) was 

enacted in Texas to dedicate a portion of state funding to public colleges and universities that 

meet specific performance-based standards. Although H.B. 9 has been passed and signed into 

law, it still has not been determined how funding will be distributed or how effective it will be. 

The study compared expenditures of the 37 public four-year colleges and universities in Texas to 

anticipated funding amounts based on performance-based indicators established in H.B. 9. 

The study was descriptive in nature and involved three phases with the third phase 

culminating in an article for publication. The first phase examined the major aspects and driving 

forces to performance based funding as it changes the paradigm of how colleges and universities 

receive public funding. Phase one produced an article published in British Journal of Education, 

Society, & Behavioral Science (Ellis & Bowden, 2014). The second phase analyzed data from 

several states with similar performance-based funding standards to help bring to light to the 

possible effects H.B. 9 will have on Texas’ public. Phase two produced a second published 

article in the Journal of Educational Issues (Ellis & Bowden, 2015). Phase three examined 

benefits and burdens among public four-year institutions based on funding for performance-

based indicators established in H.B. 9.  

Results showed if general academic, operations and teaching, and space (GAOTS) 

allocations are made through 2030, institutions benefit through performance-based funding ($4.5 

billion support). If they have to rely on bonus dollars only, they will be burdened to reallocate 
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funding from their current budgets on each campus to subsidize ($2 billion) the state’s strategic 

plan to achieve 60x30TX graduation goals.  

There were several recommendations for future research.  First, all institutions stand to 

gain or lose. However, overall, the regional system institutions stand to gain and lose the most, 

whereas flagship institutions stand to gain and lose the least. Second, institutions need to be 

intentional about developing strategies that significantly improve student success, uncovering 

barriers and enablers to degree and credential attainment, as well as to understanding factors that 

enable student success. Third, institutions need to rethink student success strategies especially 

with regard to nontraditional and economically disadvantaged students that make up the majority 

of the student population at public comprehensive colleges and universities in Texas. 
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CHAPTER I 

Introduction 

Background and Setting 

Historically, higher education was considered essential in serving the public good by 

contributing to the growth of American society (Cohen & Kisker, 2010). More recently, public 

higher education is increasingly required to defend, justify, and validate its performance and 

value to legislators, taxpayers, and society in general. The legislative and executive mistrust in 

higher education has been a major driving force behind the assessment and accountability 

movements in higher education (Astin, 1990; Bowman, 2012; Burke & Associates, 2002; 

Hunsaker & Thomas, 2014). The past several years have been exceptionally difficult as declines 

in national standings and states have been realized where appropriations are offset by increased 

student tuition and fee revenue. Much of the decline can be attributed to the shifting paradigm 

of how public funding is allocated to institutions of higher education (McLendon & Hearn, 

2013).  

The trend among policymakers has moved away from the reliance on enrollment-driven 

funding formulas. They have moved toward policies that link appropriations to an institution’s 

ability to document state mandated educational performance standards and results. Historically, 

colleges and universities received state funding based on how many full time equivalent 

students enroll at the beginning of a semester. However, states are now reconsidering the 

enrollment-based funding model because, though it provides incentives for institutions of higher 

education to enroll students and provide access to postsecondary education, it does not provide 

incentives for institutions to help students successfully complete degree programs (NCSL, 

2014). State policy makers are progressively linking funding to accountability and efficiency 
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models that directly impact the needs of students, the state, and the economy. However, this 

model is controversial and has very little data to indicate whether it is successful or not. 

Because higher education is an economic driver in a time of financial crises, funding allocations 

will no longer be based on institutional needs, but on how well institutions are meeting state 

objectives. 

How to finance higher education remains controversial among policy makers and 

constituencies across the United States. Texas is not exempt from the controversy. According to 

Ellis and Bowden (2015) institutions of higher education and the Texas Higher Education 

Coordinating Board (THECB) have come under pressure to increase performance 

accountability, efficiency and competitiveness due to increasingly strained state finances. In 

Texas, House Bill 9 (H.B. 9) was enacted in 2011 to dedicate a portion of state funding to 

public colleges and universities that meet specific performance-based criteria. Although H.B. 9 

has been passed and signed into law, it has yet to be implemented. Additionally, there is a lack 

of data assessing whether the costs to colleges and universities to comply with the law fiscally 

benefit Texas public four year institutions. In addition, it is not known how effective the law 

will be to produce the outcomes expected (Ellis & Bowden, 2014). 

Statement of the Problem 

According to the National Conference of State Legislatures (2014), 24 states currently 

have some form of performance-based funding for higher education. Originally, Texas was 

ahead of the curve when it began discussing the idea but other states leapt ahead and now Texas 

is in the middle of the pack (The Texas Tribune, 2014). For the past three legislative sessions, 

coordinating board leaders in Texas were working to implement a shift in funding to 

universities from formula funding focused on enrollments to formula funding that creates 
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incentives for institutions to raise student achievements. Currently at the coordinating board, an 

advisory group consisting of university representatives is continuing to make modifications so 

that performance-based funding will benefit all public universities and not just a select few 

(THECB, 2014).  

Many representatives from institutions of higher education remain skeptical of 

performance-based funding (Lederman, 2014; Rabovsky, 2014). They question whether or not 

allocations under such policies adequately reflect the major differences in institutional missions 

and the diversity of students served, or whether such policies exacerbate inequalities in 

institutional funding (AAUP, 2014). In addition, a new round of research shows that 

performance-based funding programs do not work, at least to the extent states are trying to 

increase degree completion (NCSL, 2014). One such study by Florida State University 

examined performance-based systems in 19 states. The research found that while those 

programs were largely designed to increase the number of students completing degrees, it did so 

only in four of them. In six states, completions actually declined and the results were 

inconclusive in nine other states (Lederman, 2014). Advocates for performance-based funding 

argue that effectiveness would grow as state appropriations linked to them does (Rabovsky, 

2014). They also argued it is too early to gauge the success of the most recently enacted 

performance funding systems which tend to have higher stakes, as is the case in the state of 

Texas. According to a study conducted by Columbia University in 2012, it is rare to find studies 

that sample across different kinds of institutions, such as flagship state universities and their 

system regional institutions. There are 37 public four-year universities in Texas that range in 

size and cater to varying populations with different goals.  
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It is clear the influence of performance-based funding in the United States for higher 

education is gaining momentum as a matter of individual state policy development (Ellis & 

Bowden, 2015). Texas is rapidly moving towards this model because of legislative mandates to 

implement formula funding, increase student success, and produce student outcomes that are 

directly aligned with the states’ education goals and economic needs (Ellis & Bowden, 2014). 

However, the literature reveals a large amount of controversy about the effectiveness of 

performance-based funding. Although state legislators anticipate a performance-based funding 

model meeting state goals and needs, by contrast, the literature is scarce with information about 

how effective the model will be. Before assessing the effectiveness of performance-based 

funding as a model to meet state objectives, it is important to understand how it affects the 

performance of public colleges and universities, since state outcomes depend on institutional 

performance. Therefore, this study will compare expenditures of public four-year colleges and 

universities to anticipated funding amounts based on performance-based indicators established 

in H.B. 9.        

Currently, there are 37 public four-year institutions. They are grouped into four state 

university systems that include the University of Houston, the University of North Texas, the 

University of Texas, and Texas A&M University. The two largest systems are the University of 

Texas and Texas A&M University. The flagship campus in the University of Texas system is 

located in Austin, Texas. The flagship campus in the Texas A&M University system is located 

in College Station, Texas. The following figure shows the groupings. Systems and other state 

institutions are summarized in Figure 1. 
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Figure 1, 37 Public Four-Year Institutions 

Theoretical Framework 

The general theoretical framework that guided the study was Neoliberalism. There were 

two phases of the study that relied on it. In a third stage, the theoretical framework became 

Stigler’s (1971) Economic Theory of Regulation, which is discussed in detail later in the study. 

Harvey defined the neoliberal phenomenon as a theory of political economic practices (Harvey, 

2001). It proposes that human well-being can be advanced by liberating individual 

entrepreneurial freedoms and skills within an institutional framework characterized by strong 

private property rights, free markets, and free trade. Federal reports and legislation formally 

marked the official rise of the neoliberal impact on education. In 1983, President Reagan’s 

administration called for educational reform in the report, A Nation at Risk (Hunt, 2008). The 

report criticized American education as a failing venture and called for educational leaders to 

redirect their efforts toward developing a more competitive workforce (Hunt, 2008). No Child 

Left Behind legislation followed in 2001 under the President Bush administration. It laid the 

foundation for states to develop standardized tests in order to participate in federal funding 

programs (NCP, 2013). In 2006, the Spellings Commission, a 19 member panel of the federal 

Department of Education, issued a report that set forth four major principles for postsecondary 

education: (a) better access to higher education; (b) more affordable approaches to higher 
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education; (c) standardized quality of instruction; and (d) more stringent accountability by 

postsecondary institutions to students, families, taxpayers, and other stakeholders (DOE, 2006). 

Finally, in 2009 the President Obama administration developed the Race to the Top grant 

program to award benefits to states that meet particular performance-based standards according 

to federal educational policies. Performance-based standards are met when there is compliance 

to national common core benchmarks, increased student test score performance, and 

implementation of data systems for assessment and accountability (Assessor, 2011). A 

performance-based standards’ approach to education is reported to be directly tied to economic 

benefits within the neoliberal approach (Karpinski, 2010). However, little work has been done 

to examine both benefits and burdens.       

Purpose of the Study 

There are 37 public four-year institutions in Texas. Yet, it is inconclusive how 

performance-based funding precisely will be distributed or how effective it will be. However, it 

was estimated based on standards and metrics provided by the state of Texas. Originally, 

according to The Lumina Foundation (2014) metrics were based on the state allocating 10% of 

its higher education budget appropriations to performance-based funding according to 

weighting the importance of standards. In 2014, Texas had the highest state allocation of 

funding to higher education totaling $6.6 billion (NCSL, 2014).   

 Standard one, weight, and metric: total credit hours/course completion; weighted as 1; 

$59.4 million. 

 Standard two, weight, and metric: time to degree; weighted as 1; $59.4 million. 

 Standard three, weight, and metric: transfer rates; weighted as 1; $59.4 million. 
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 Standard four, weight, and metric: number of degrees awarded; weighted as 1; $59.4 

million. 

 Standard five, weight, and metric: number of minority students; weighted as 2; $118.8 

million. 

 Standard six, weight, and metric: number low income/1st generation graduates/at risk 

students; weighted as 2; $118.8 million. 

 Standard seven, weight, and metric: STEM credential; weighted as 2; $118.8 million. 

 Standard eight, weight, and metric: external research dollars; weighted as 1; $59.4 

million. Metrics are summarized in Figure 2.  

 

 

Figure 2, 2011 H.B. 9 Metrics 

Thus, it appeared that 37 public institutions in Texas would have to compete for a 

portion of $653.4 million dollars if they meet performance standards in the areas listed above, 

as Texas moves to a more economically driven funding model. However, the Texas Higher 

Education Coordinating Board abandoned the metrics delineated above. They since have 

appointed a sub-committee, the General Academic Formula Advisory Committee, to develop a 

funding formula to achieve the state’s new 60x30TX higher education plan. These are discussed 

in depth later in the study. In short, the new funding metrics rely on funding formulas based on 

at-risk and not-at-risk students in the states 37 public, four-year institutions. What the 
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committee did not consider, however, was how the formulas would affect benefits and burdens 

of institution through the duration of 60x30TX through the year 2030.The analysis in this study 

examined benefits and burdens to the 37 institutions from performance-based models of funding 

as an economic standard. It is guided by the following research questions: 

 1. What is the relationship of anticipated performance-based funding to institutional 

expenses to conform to House Bill 9? 

 2. Which of the 37 Texas four-year institutions benefit from performance-based 

funding? 

 3. Which of the 37 Texas four-year institutions are burdened from performance-based 

funding? 

By addressing these questions, this study produced an article for publication in a peer 

reviewed journal.  The timeline of H.B. 9 is summarized in Figure 3.  

 

 

Figure 3, H.B. 9 Timeline 
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Glossary of Terms  

Closing the Gaps by 2015: Closing the Gaps by 2015 was adopted in October 2000 by 

the Texas Higher Education Coordinating Board with strong support from the state's 

educational, business and political communities. The plan is directed at closing educational gaps 

in Texas as well as between Texas and other states. It has four goals: to close the gaps in student 

participation, student success, excellence and research (THECB, 2016). 

Texas Higher Education Coordinating Board (THECB): The THECB is the governing 

board of higher education in Texas. The THECB provides leadership and oversight for the 

Texas higher education system to promote policy, access, affordability, quality, success and cost 

efficiency through 60x30TX (THECB, 2016). 

General Academic Formula Advisory Committee (GAIFAC): The GAIFAC is a 

committee made up of representatives from institutions of higher education in Texas and 

charged by the THECB Commissioner with proposing a set of formulas that provide the 

appropriate funding levels and financial incentives necessary to best achieve the goals of the 

60x30TX plan (THECB, 2016). 

60x30TX Plan: The 60x30TX higher education plan for Texas replaced the Closing the 

Gaps by 2015 plan and lays out ambitious goals for educational attainment, completion, 

marketable skills, and student debt. The aim is to help students achieve their educational goals 

and help the state remain globally competitive for years to come (THECB, 2016). 

At-Risk Student: At-Risk includes students who received a Pell Grant, graduated with a 

GED, were 20 years or older when they first entered college, started as a part-time student 

taking less than 12 hours, or had an SAT/ACT score less than the national average (THECB, 

2016). 
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Not At-Risk: Not At-Risk student is defined as a student who does not require financial 

assistance (THECB, 2016). 

Pell Eligible Students: Pell eligible student definitions differ from high school to 

college. High school students are identified as PELL eligible (economically disadvantaged) if 

they receive free or reduced lunch while attending high school. College students are identified 

as Pell eligible (economically disadvantaged), if they receive Pell financial assistance at any 

time while earning their degree (THECB, 2016). 

Four-year Institutions: Four year institutions are defined as colleges and universities 

offering an array of bachelors and associates degrees with some grad school programs (THECB, 

2016). 

Flagship Institution: The Carnegie Foundation defines flag ship institutions as the most 

prominent public university of their state with a strong emphasis on research, is usually the first 

public university that was established in the state, and receives the most state support. Flagship 

institutions offer a full range of undergraduate, master’s and doctoral degrees (National 

Conference of State Legislatures, 2014).  

Regional Institutions: The Carnegie Foundation defines regional institutions as 

providing a full range of undergraduate programs with limited amount of master’s and doctoral 

degrees (National Conference of State Legislatures, 2014).   

University System: A university system is a set of multiple, affiliated colleges and 

universities that are geographically distributed (National Conference of State Legislatures, 

2014).   
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Significance of the Study 

The value of a college education is in high demand and the success of students has 

crucial implications both socially and economically. States recognize the need to develop 

human capital and the call for higher education accountability has been growing nationally over 

the past three decades (Lederman, 2011). At the outset, education leaders should recognize that 

a national issue definition is the least accessible stage of the policy process and therefore the 

most difficult to influence (Fowler, 2004). An array of public reports, journal articles, and books 

has fueled the emergence of accountability and performance approaches to higher education. 

According to Bogue (2010), there is a national concern for better accountability policies to 

govern higher education performance. The National Center for Public Policy in Higher 

Education graded state higher education systems on factors, such as preparation, participation, 

completion, affordability, and learning outcomes (Bogue, 2010). These concerns have 

influenced Texas legislators. Over the years, the primary policy question for legislatures in 

Texas was how to allocate state appropriations equitably among a growing and diverse number 

of public colleges and universities (THECB, 2011). State legislators sought to address that 

question by implementing performance-based funding, similar to other states. 

The transition to a global economy has increased the value on human capital for 

individual and collective economic security. Recognizing this, President Obama set the national 

goal of leading the world in the proportion of college graduates by 2020 (Harnisch, 2011). 

Boosting graduation rates in an austere funding environment has led to a national productivity 

agenda for higher education. The policy issue, then, is that H.B. 9 is the shift to performance-

based funding efforts aimed at offering more high-quality college opportunities to a greater 

number of students within existing budgetary constraints. According to Lederman (2011), 
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performance-based funding is a favored tool of the policy makers, as they push higher education 

toward greater efficiency and better outcomes in terms of college retention and completion. 

Policy makers argue that if states can change the incentives for colleges and universities by 

funding them for retaining and graduating students, institutions alter their behavior (Lederman, 

2011). 

Due to the critical role played by state allocated funding to public four-year institutions, 

outcomes of this study may have a significant influence on how system institutions in Texas 

fundamentally reorganize internal structure to maximize funding allocations aligned with the 

performance metrics mandated in H.B. 9. As the THECB advances the implementation of 

performance-based funding for all state funded colleges and universities, outcomes of this study 

may help decision maker’s manipulate metrics that maximize efficiency, equality among 

institutions of all sizes and better understand unintended consequences. 
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CHAPTER II 

Review of Literature 

Introduction 

 Chapter two reviews relevant literature and scholarship related to performance-based 

funding. The chapter is organized into four categories: (a) Published article: Performance-Based 

Funding: Equity Analysis of Funding Distribution among State Universities (Ellis & Bowden, 

2014); (b) Published article Performance Based Funding: Changing the Paradigm for Higher 

Education (Ellis & Bowden, 2015); and (c) Summary.  

Performance Based Funding: Changing the Paradigm for Higher Education 

Funding Analysis 

Texas is yet to fully implement performance-based funding. However, as it works to 

build a framework for the emergence of performance-based funding, it is important to examine 

the financial distribution of performance-based funding of other states that have implemented 

models according to metrics similar to those stipulated by H.B. 9. Originally, in Texas, 

legislatures redirected 10% of the state’s enrollment driven funding for allocation to universities 

based on specific metrics, such as total undergraduate degrees, time to degree, institutional 

mission factor, cost-to-degree, critical fields factor (STEM and STEM related), at-risk factor 

and six-year graduation rates (THECB, 2011). Twenty-four other states have formula funding in 

place that allocates some amount of funding based on performance indicators, such as course 

completion, time to degree, transfer rates, the number of degrees awarded and the number of 

low-income and minority graduates (NCSL, 2014). Currently, though, it has calculated 

performance-based funding according to at-risk and not-at-risk indictors unique to each of the 
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state’s 27 institutions. This is a new development since the publication of the 2014 article (Ellis 

& Bowden). 

In an effort to better understand how equitable performance based funding will be in 

increasing efficiency, accountability, and productivity in Texas, this study provided an 

examination of the benefits and burdens on institutions within the state. The funding 

environment for higher education has changed. In an effort to hold institutions of higher 

education more accountable for outcomes, policymakers across the country are working towards 

connecting performance with funding and assigning dollar amounts to metrics. This competitive 

environment could provide higher revenue sources, or it could cause problems among the 37 

public four-year universities in Texas if critical considerations are not made.  

In this article of 15 four-year universities in the United States, Texas was well 

positioned with regard to metric designation and state funding allocation. H.B. 9 requirements 

include the three most common and highly weighted metrics in the funding analysis. 

Additionally, Texas receives the largest state funding allocation within the study. Though there 

are no data yet available for Texas, it is still possible to have a better understanding of 

institutional funding division among the 37 public four-year institutions by converting metric 

percentages into dollar amounts designed for individual metrics. For example, in 2014 Texas 

allocated 6.6B to higher education. Of that amount, if Texas allocated 10% (660M) to 

performance based funding and 10% to number of degrees metric (66M) to be divided among 

the 37 four-year public universities in Texas, each institution would receive a healthy 1M. 

However, other metrics could prove to be game changers for the long list of regional schools 

within a university system. For example, metrics linked to external research dollars provide 

significant challenges at the regional level. The cost to advance research to the level of meeting 
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the proposed metric for external research in H.B. 9 is significant not to mention a very slow 

process. Flagship universities are already operating at a high level of research and sponsored 

projects. It will be imperative to consider the effects of this metric on the multitude of smaller 

regional campuses that are not positioned to meet this requirement for funding.  

The creation of university systems in Texas were a result of rapid growth to higher 

education in Texas. Where there is growth, there is a need for governance to deal with the 

complex issues of governance. The structure of system institutions include that of a flagship 

institution with peripheral or regional campuses spread throughout the state. Concerns of how 

the growth of regional campuses negatively impact flagship campuses is still an ongoing 

conversation in most system institutions as regional institutions are seen as a drain of resources 

and funding away from flagships (Berdahl, 2013). However, with regard to performance-based 

funding, it could easily be a different story. As Texas works towards providing equitable 

financial resources for higher education, the impact on regional institutions in the fight for 

funding should be considered. The latest proposal for performance-based funding was recently 

drafted by a committee of institutions across Texas tasked by the Legislature with developing a 

one size fits all model. However, several regional institutions with many part-time and low-

income students have some of the lowest graduation rates and time to degree in the state fear the 

model is not nearly flexible enough for them to benefit (Wermund, 2014). Flagship universities 

in Texas will certainly improve and benefit from the proposed metrics tied to performance-

based funding but concerns remain on what will be left for regional institutions. Furthermore, 

no research has been conducted on the cost for implementing programs to meet the performance 

criteria, another consideration that will impact regional institutions more than their flagship 

counterpart. 
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Performance Based Funding: Changing the Paradigm for Higher Education 

Introduction 

The trend among policymakers is to move away from the reliance on enrollment-driven 

funding formulas and toward policies that link appropriations to an institution’s ability to 

document state mandated educational performance standards and results (McLendon, 2013). 

Tennessee, Ohio, and Louisiana have already started implementing performance-based funding 

models as a significant form of accountability. Additionally, in 2013 the 83rd Texas Legislature 

signed into law the Outcomes-Based Funding Act mandating up to 10% of funding to public 

universities will be based on a performance model developed by the Texas Higher Education 

Coordinating Board. This model includes a host of policy aspects, incorporating elements such 

as performance reporting, performance funding, and state-level master planning. 

Traditionally, public education in the United States has been dominated by three major 

philosophical movements: (a) moral education; (b) constructivism; and currently, (c) 

neoliberalism. Moral education emerged from the nation’s Colonial days of the 1600s and 

extended until the early 1800s. Religious authority governed education and commerce (Cohen 

& Kisker, 2010). They were grounded in Christian values, good character, and civic-minded 

outcomes (Noddings, 2007). Gradually, constructivism began to emerge in the late 1800s 

(Schulte, 1996). The nation was rapidly expanding and so was its need for new knowledge, 

which brought a revolution in political beliefs and college curricula (Cohen & Kisker, 2010). 

These were influenced by constructivist philosophical thought surrounding the process of 

discovery, experience, and collaboration (Schulte, 1996). Eventually in the 1980s, education 

became a primary vehicle for greater earning power and economic development (Boggs, 2011). 

Through the years as public support decreased, a neoliberal mindset arose with its focus on an 
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economic model of education leading to performance based educational outcomes Assessor, 

2014).  

The influence of performance based funding in the United States for higher education is 

gaining momentum as a matter of individual state policy development. In an effort to 

understand if these new approaches to funding benefit higher education, the article examined 

major aspects and driving forces to performance based funding as it changes the paradigm of 

how colleges and universities receive public funding. For example, Tennessee, Ohio, and 

Indiana have adopted similar models and are successfully implementing performance funding 

mechanisms. Furthermore, the article addressed the new Outcomes-Based Funding Act model, 

its metrics, and its impact on Texas institutions. Texas is rapidly moving towards this model 

because of a legislative mandate to implement formula funding, increase student success and 

produce student outcomes that are directly aligned with the state’s education goals and 

economic needs.  

Funding Formulas 

In essence, all funding formulas are performance-based. For many years, institutions 

have received appropriations from the state for achieving certain objectives. Most often the 

objective has been providing greater access and growing enrollments (National Center for 

Higher Education Management Systems, 2012). Funding was allocated to universities largely 

based on the number of students in the classroom on the 12th day of class. Enrollment was once 

the primary factor in formula funding distribution where access was rewarded. However, 

enrollment driven models have recently undergone a significant upgrade to include major 

incentives for success measures. State after state has shifted its funding formulas from old 

methods to a new wave that introduces complex metrics with a focus on student success and 
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institutional improvement (Texas Higher Education Coordinating Board, 2012). This 

transformation can be attributed to a shift in ideology, as today’s fiscal environment has forced 

states to carefully consider how their limited dollars are spent on higher education. To ensure 

that tax payer investments yield the best possible returns, states must incentivize both college 

access and completion by implementing more sophisticated performance measures (Texas 

Higher Education Coordinating Board, 2012).  

Student Success 

In addition to recent mandates redesigning formula funding, state governments are 

requiring institutions of higher education to improve student success. According to the THECB, 

the United States continues to fall further behind other countries in awarding degrees and 

credentials. College completion rates are stagnant or falling today, particularly among young 

Americans, a trend that threatens to undermine the nation’s global competitiveness (Pathways 

Report, 2012). The challenge here is for colleges and universities to increase productivity. 

Increasing college completion is becoming imperative at all levels of government. According to 

the Pathways Report (2012), the goal at the federal level is to have the world’s highest rate of 

college completion. Achieving this goal will require formidable efforts to increase the nation’s 

college degrees. Public colleges and universities are now called upon to address low graduation 

rates by their state legislatures. Furthermore, a national priority has been established: President 

Barack Obama, in the American Graduation Initiative, has set the goal that the United States 

must add five million more graduates to the workforce in this decade to remain competitive in 

the global marketplace (DeAngelo, 2011). Therefore, in addition to new formula funding 

criteria, student success is a critical component of performance-based funding. 
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In Texas, a study conducted by the THECB found that 45% of students in Texas public 

universities do not graduate within six years (Radice, 2013). According to this report, students 

who fail to complete course work cost the state $124 million each biennium in state 

appropriations and student grants. The State of Texas does not cast blame to any one entity for 

students who fail to graduate. The THECB (2012) recognized that there lacks a sustained 

partnership among the P-12 sector, higher education, the state, students, and the community. 

The state identified five factors that need to be improved: (a) state funding at appropriate levels 

while monitoring cost efficient measures; (b) public education needs to prepare students to do 

college level work; (c) students are responsible for their commitment to completion of a college 

degree in accordance with the aid they receive from the state; (d) various regions within the 

state must develop a college-going culture; and (e) institutions must ensure that if a student is 

admitted, he or she will earn a credential (Texas Higher Education Coordinating Board, 2012). 

Thus, Texas is looking toward new models of accountability to improve the state’s educational 

outcomes. Much like Ohio’s Success Challenges, the new outcomes based model adopted in 

Texas provides incentives for formula funding by means of Progress Indicators.  These 

indicators focus on rewarding universities who increase the number of degrees awarded 

annually, increase the number of individual course completions, and increase degrees in high 

demand fields (McLendon, 2013).  

Student Outcomes Aligned with State Goals  

Productivity in higher education is front and center on the national stage, now more than 

ever. The United States began recognizing the impact of degree completion on the economic 

health of the nation in the early 1990s (Abdul-Alim, 2013). More recently, higher education, 

both in the U.S. and internationally, has been required to explain, defend, and validate its 
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performance and value to a wide variety of constituents including governors, legislators, 

students, parents, employers, and tax payers (Moak, 2013). Furthermore, employers across the 

nation are expressing concerns about whether the U.S. is producing enough college graduates 

and whether they have the skills, knowledge, and personal responsibility to contribute to a 

changing workplace and help companies and organizations succeed and grow (Pathways 

Report, 2012).   

States are working to address this issue by aligning fiscal resources with performance 

based measures for institutions of higher education. State legislators across the nation are called 

on to assess the performance of higher education which has placed pressure on governing 

bodies and regional agencies to develop and sustain performance based accountability 

mechanisms (Abdul-Alim, 2013). The challenge is for colleges and universities to produce 

better outcomes with fewer resources and the state solution is the implementation of 

performance based funding. New performance based funding models reflect the needs of the 

state and its citizens, not merely the needs of the institutions. In this time of financial crisis, 

there appears to be a much greater recognition of the fact that higher education is a major driver 

of the economy and that the state and local community need higher education to provide 

educated citizens with their greater earning power and ability to pay more in taxes, as well as 

the other benefits of higher education, including the transfer of knowledge (Moak, 2013). 

Universities in Tennessee and Texas are only two examples that are now strongly incentivized 

to align degree outputs with state economic development and workforce needs and are receiving 

additional funding for degrees in critical fields such as science, math and engineering 

(DeAngelo, 2011).  
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Conclusion 

According to Ellis and Bowden (2014), the purpose and landscape of higher education in 

the United States is rapidly changing but the question of whether or not the new landscape 

benefits higher education remains. Clearly, performance based funding will dominate the 

academic culture. With an undergirding neoliberal philosophy, it does appear the economic 

model of accountability will remain for quite some time (Ellis & Bowden). However, there 

could be a major drawback to this approach to state funding of higher education. New reports 

issued from the federal government showing a decline in the United States degree attainment 

rates have threatened the nation’s overall global competitiveness, exacerbated inequality in 

income distribution, therefore obligating state objectives to focus on programs that emphasize 

programs, particularly in Science, Technology, Engineering, and Mathematics (STEM) (Friedel, 

2013; Texas Higher Education Coordinating Board, 2013). The federal government emphasized 

STEM’s importance in the Higher Education Opportunity Act of 2008, where qualified 

individuals receive benefits for participating in STEM fields (Friedel, 2013). The legislation 

includes the establishment of a national database to track and support student ventures in STEM 

educational activities. Colleges and universities that do not have the resources to develop 

programs tied to state objectives may suffer serious disadvantages to performance-based 

funding. In addition to this, states need to be vigilant about how they implement performance-

based funding. South Carolina attempted to implement a model that was 100% performance-

based. It did not distinguish between difference institutional missions. Thus, it proved to be 

costly, unproductive, and controversial. In short, it was a failure (McKeown, 2013).  
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Summary 

As Texas closes in on state wide implementation and as newly elected officials enter the 

higher education policy arena, it is more important than ever to understand how regional 

institutions can best position themselves to maximize performance funding reward. There is no 

proven strategy to ensure the universal success of performance funding models therefore 

differences in institutional capacity seem to be an obstacle to effective performance funding 

implementation (Ellis & Bowden, 2015). More studies are needed that sample across different 

types of system institutions, particularly in regard to flagship and regional institutions. Faced 

with uncertainties regarding equitable performance funding division in Texas, decision makers 

in Texas could consider separating funding formulas to accommodate various regional 

institutions within a university system with varying research goals and missions. According to 

Ellis and Bowden more research is needed on the costs and benefits to institutions as they 

attempt to meet state demands for performance data, developing effective organizational 

learning capacity, mounting initiatives to improve institutional performance, and evaluating the 

results of those initiatives (p. 12). Better estimates are important to determining whether the 

costs to institutions of performance-based funding outweigh the fiscal benefits and therefore 

whether states need to make to concerted efforts to offset those costs if they wish performance 

funding to be welcomed by colleges (Dougherty & Reddy, 2011).  

Conversations on performance-based funding are advancing as state economies tighten, 

budgets are reduced, and the national push for a market-driven reform to higher education gains 

popularity. Ellis and Bowden (2015) noted: 

It is clear performance based funding impacts colleges and universities by increased 
understanding of state priorities, competition among institutions and greater institutional 
awareness. Yet it is important to attempt to better understand the unintended impacts of 
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performance based funding on equity among institutions in a structured state university 
system. Performance-based funding was implemented, in part, to level the playing field 
in formula funding as well as provide equity in rewards. If current trends continue it is 
likely that accountability will increase but efficiency will decrease particularly for the 
smaller system regional schools that are spending money in the fight for funding. (p. 11)  
 
Increased accountability and decreased resources is the new norm. Colleges and 

universities are required to do more with less. In addition, policy makers across the nation are 

now linking funding to the types of results that higher education can produce. Therefore, 

funding models have been redesigned to reflect performance standards set by the needs of the 

nation and the states. Research has shown that the United States is falling behind in awarding 

degrees and credentials to sustain the economy. Economic growth plays a large part in federal 

and state calls for accountability and is a strong motivator toward performance based funding. It 

has gained momentum over the last few years. Studies will need to continue to understand if 

performance-based funding has succeeded in meeting the needs of the states, economy, and 

students.  
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CHAPTER III 

METHOD 

Introduction 

The purpose of the study was to compare expenditures of the 37 public four-year 

colleges and universities in the state of Texas to anticipated funding amounts based on 

performance-based indicators established in H.B. 9. When the study began in June 2014, the 

state was considering an allocation of $653 million dollars of funding according to eight 

performance-based indicators. The 37 institutions would have to compete for a portion of the 

funding. Since then, the Texas Higher Education Coordinating Board was charged with 

developing “appropriate funding levels and financial incentives necessary to best achieve the 

60x30TX plan” (GAIFAC, 2015, p.  5). The 60x30TX plan is the new higher education 

strategic plan for all public institutions in Texas. The 60x30TX strategic plan will be described 

later in Chapter Four, the article. Even though there have been new developments in the 

strategic plan that affects performance-based funding, it does not affect the research questions. 

The study is guided by the following research questions: 

 1. What is the relationship of anticipated performance-based funding to institutional 

expenses to conform to House Bill 9? 

 2. Which of the 37 Texas four-year institutions benefit from performance-based 

funding? 

3. Which of the 37 Texas four-year institutions are burdened from performance-based 

funding? 
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Design 

This study was descriptive in nature. Creswell (2012) stated the descriptive method of 

research is to gather information about a present existing condition. The emphasis is on 

describing rather than on judging or interpreting. Due to the non-experimental nature of the 

study, no causal inferences were drawn. The design involved three phases with the third phase 

culminating in an article for publication. The first phase produced an article published in British 

Journal of Education, Society, & Behavioral Science (Ellis & Bowden, 2014). It examined the 

“major aspects and driving forces to performance based funding as it changes the paradigm of 

how colleges and universities receive public funding” (p.  942). The second phase produced a 

second published article in the Journal of Educational Issues (Ellis & Bowden, 2015). It 

analyzed “data from several states with similar performance-based funding standards to help 

bring to light to the possible effects H.B. 9 will have on Texas’ public” (p.  1). Phase three 

compared expenditures of public four-year colleges and universities to anticipate funding 

amounts based on performance-based indicators established in H.B. 9. The summary of phases 

is identified in Figure 4.  
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Figure 4, Summary of Phases  

Phase One 

 Phase one laid the foundation for an economic model for states’ funding their public 

higher education institutions. First, it provided an overview of the three major philosophical 

movements in the United States since the 1600s. Moral education, where religious authority 

governed the landscape, dominated education from the 1600s until the early 1800s. From the 

early 1800s until the mid-1900s, constructivism was pervasive. It brought a process of 

discovery, experience, and collaboration. From the mid-1900s through today, neoliberalism 

emerged and become a model for educational practices. It supports the approach that education 

“became a primary vehicle for greater earning power and economic development” (Ellis & 

Bowden, 2014, p. 943).  
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 Second, neoliberalism was further developed as the current theory of political practice. It 

took root during in the 1980s with President Reagan. It gained popularity with the report A 

Nation at Risk, which called for education to produce a more competitive workforce. This was 

followed by No Child Left Behind with President Bush in 2001 to develop standardized testing 

for the K-12 system. Also, under the Bush administration, the Spellings Report outlined major 

principles for higher education, which included more stringent accountability performance 

standards for higher education. In 2009 the Obama administration outlined the Race for the Top 

to award benefits to states that comply with national standards of accountability. All these are 

tied to economic benefits, which also led to cuts in state funding for state social services and 

programs, a redefinition of state institutions, and a priority on economic outcomes (Ellis & 

Bowden, 2014).  

 Third, the article from phase one outlined funding formulas for higher education 

allocations. It showed a shift from allocations based on primarily student enrollment to a 

percentage of funding based on performance indicators. These performance indicators range 

from allocations based on graduation rates to enrollment of minority students to instruction 

costs according to academic discipline (Ellis & Bowden, 2014).  

 Fourth, information from phase one examined student success. The national concern is 

that students in the United States are falling behind other nations in awarding degrees and 

credentials, particularly in science, technology, engineering, and mathematics (STEM), thus 

making the United States fall behind in economic competitiveness. To help colleges and 

universities become more competitive, legislatures are mandating outcomes for higher 

graduation rates, reduced time to degree completion, and rewards for higher participation in 

STEM fields (Ellis & Bowden, 2014).  



 

 

28 
 

 Finally, phase one outlined how higher education is required to defend its performance 

to its constituents. States are requiring its public colleges and universities to align fiscal 

resources with performance-based measures established by legislatures. Employers are 

expressing concerns about whether or not college graduates have the knowledge and skills 

corporations need to compete in the global market. President Obama expressed concern about 

the United States’ ability to remain competitive in a global market so the American Graduation 

Initiative set goals for the U. S. to add five million more graduates to the workforce before 

2020. The overall focus for higher education from state and federal mandates calls for colleges 

and universities to provide better and more job training for the economic well-being for states 

and the country (Ellis & Bowden, 2013).  

Phase Two  

 Whereas phase one laid the foundation for an economic model for states to fund their 

public higher education institutions, phase two analyzed “data from several states with similar 

performance-based funding standards to help bring to light to the possible effects H.B. 9 will 

have on Texas’ public four-year universities” (Ellis & Bowden, 2015, p.  1). Data were 

analyzed according to several types of data structures.  

 First, the article outlined states that implemented performance-based funding models. 

For each of the 23 states, it showed the types of performance-based indicators that are funded 

and the year performance-based funding was implemented. Second, it provided information on 

the percent of performance-based funding from the total state budget for higher education 

allocated to each indicator for each state. Third, it conveyed the same information as the 

previous information with the addition of 2014 actual state higher education allocation and the 

amount allocated to performance-based funding. Fourth, it provided information about how 
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much funding was allocated to each performance-based indicator for each state. Fifth, the article 

showed a ratio of each state’s higher education funding to allocation for each performance-

based indicator by number of institutions for each state. For example: 

[I]n 2014 Arkansas appropriated $852 for all its four-year institutions. For every $406 

million spent on four-year higher education, $1 million is allocated to the total credit 

hours/course completion criterion. It has to be remembered that the standard is capped at 

$2.1 million and has to be shared among 11 of institutions. The information shows the 

ratio of actual funding dedicated to each standard. Since there is only $42 million 

dedicated to performance-based funding in Arkansas, the ratio is 20:1. Thus, for every 

$20 million allocated to performance-based funding, $1 million is dedicated to total 

credit hours/course completion. Again, the standard is capped at $2. 1 million and has to 

be shared among 11 institutions. (p. 6-7)  

Sixth, the article provided information for the three major university systems in Texas. It 

showed the operating budgets for the institutions in those systems and the state allocations. 

Then it gave an example of funding for all 37 public four-year institutions in the state: 

“assuming all 37 public four-year institutions performed equally, they would each receive $1.56 

million for each 1 weighted criterion and $3.13 million for each 2 weighted criteria” (Ellis & 

Bowden, 2015, p.  945). The question was raised as to equity since, for example, the University 

of Texas at Austin has over a $1.6 billion annual operating/revenue budget and the University of 

Texas at Brownsville only has a $56.8 million annual operating/revenue budget (Ellis & 

Bowden, 2015).  

 The article concluded that performance-based funding models are imminent as state 

legislators press for more market driven reforms (Ellis & Bowden, 2015). Yet, according to 
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Dougherty and Reddy (2011), better estimates are needed to help determine if benefits of 

performance-based funding outweighs costs to implement it. The first two phases and the 

literature lead to the third phase, which is to assess if benefits of performance-based funding 

outweighs costs to implement it.  

Phase Three 

 The outcome of phase three was the development of an article to submit for publication 

and reported in chapter four. It focused on a comparison of expenditures of public four-year 

colleges and universities to anticipate funding amounts based on performance-based indicators 

established in the 2017 legislative proposal. The general structure of the article included the 

following: (a) background; (b) problem statement; (c) literature review; (d) theoretical 

framework; (e) methods and analysis; (f) discussion; and (g) summary.  

Background: This section laid the foundation for the article. It related the major issues 

leading to performance-based funding; how it was developed in Texas; and where it stands 

today.  

Problem Statement: This section conveyed the importance of the topic in more detail. It 

addresses critical changes in the reform of H.B. 9, such as state objectives; revised Texas 

Higher Education Coordinating Board metrics; pressure on Texas four-year institutions to 

comply with H.B. 9; and the problem statement.  

Theoretical Background: The problem was guided by theory. Although the general 

theory that guides funding is neoliberal politics, another theory must guide the analysis: 

Economic Theory of Regulation. The theory was developed by Stigler (1971). According to 

Stigler, “Theory of economic regulation attempts to explain who will receive benefits or 
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burdens of regulation, what form this regulation will take, and the effects it will have upon the 

allocation of resources” (Stigler, n.d., p. 48).  

Literature Review: This section provided the highlights of the major elements of 

performance-based funding, neoliberal model of education; and the Economic Theory of 

Regulation (Stigler, 1971).  

Methods and Analysis: This section explained the major processes to gather data and 

analyze them. Data gathering included: Texas Higher Education Coordinating Board metrics to 

determine funding formulas; funding of performance-based indicators based on the formulas; 

state budget for four-year higher education institutions; state four-year institutions’ 

operation/revenue budgets and state allocations; and institutional expenditures to comply with 

performance-based funding indicators.  

Discussion, Implications, Recommendations, and Future Research: This section 

provided the data tables needed to interpret the analysis in light of the problem, theory, and 

what is already known. Furthermore, it brings a new perspective to the issue and offers insights 

into its implications.  

 Summary: This final portion of the article provided a brief overview of the issue and its 

importance as it impacts higher education in Texas.  

Summary 

Performance-based funding represents a significant departure from previous approaches 

to the finance of higher education, which has relied on enrollment-based funding (Dougherty & 

Reddy, 2013). Phase one of this study resulted in an understanding of the transformation of 

performance-based funding and the new paradigm of how public institutions of higher 

education are funded. Over the past 30 years, neoliberalism has become the dominant 
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hegemony in the United States and much of the world (Harvey, 2005). As neoliberal ideologies 

advanced, public higher education was left with few options. The most viable was to conform 

and implement performance-based funding models. As support grew for the decentralization 

and deregulation of governmental control over the operation of public institutions of higher 

education, the expectation is that colleges and universities will be self-sustaining while 

continuing to serve the public good. The new paradigm involves competition for public funds 

based on various measures of performance. A portion of state funding will now be offered to 

public institutions of higher education dependent on an institution’s ability to meet measurable 

goals, such as graduation rates and addressing the needs of various sectors of society such as the 

nation’s workforce. Performance-based funding is how states are prioritizing goals for higher 

education. Institutions must go beyond simply enrolling students; they must also ensure that 

students complete their degrees and graduate with skills to be successful in an evolving 

economy.  

Empirical evidence isolates the distinctive impacts of each state’s attempt at 

performance-based funding are inconclusive and of limited generalizability. Each state’s model 

for implementation and funding has been different in both form and magnitude and each has 

changed over time (Hearn, 2015). Furthermore, each state’s funding approach reflects strategic 

choices tailored not just to that state’s unique context, but also to its political agenda. Through 

an analysis of data in phase two, it was concluded that further research is needed that more 

closely examine the cost and benefits of performance-based funding programs in Texas. 

Specifically, further exploration is required on the influence flagship universities have on 

equitable distribution of performance-based funding within university systems. Chapter Four is 

the result of further analyses.  
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CHAPTER IV 

RESULTS 

Background 

 Over the past 35 years, more than half of the states adopted a form of postsecondary 

performance-based funding in an effort to provide financial incentives for institutions that meet 

specific outcome criteria. Most of these efforts were abandoned, falling victim to poor design, 

rushed implementation, or budget cuts (Snyder, 2015). Nevertheless, in 2011, the Texas Higher 

Education Coordinating Board (THECB) was charged by the legislature with the development 

and implementation of performance-based funding in Texas as enacted in the 82nd legislature 

and the passing of House Bill 9 (H.B. 9). However, after multiple failed proposals, the 83rd 

legislature directed the THECB to re-evaluate data requests imposed on higher education 

institutions, revamp performance metrics specific to state and institutional goals, and to build a 

long-term strategic plan subsequent to the Closing the Gaps by 2015 plan adopted by THECB in 

2000 (Abele, 2014). As a result, in December of 2013, the THECB distributed a memorandum 

requesting nominations for advisory committee members to all chancellors and presidents of 

Texas institutions of higher education to build a new strategic plan.  

 In February of 2014, the Texas Higher Education Strategic Planning Committee 

(TxHESPC) was established. In April of 2015 a draft report was released titled 60x30TX with 

the premise that 60% of Generation Texas will have a postsecondary credential or bachelor’s 

degree by 2030. Generation Texas is defined as 60% of Texans ages 25-34 years old. The 

60x30TX higher education strategic plan is based on the notion that by 2030, Texas will need 

approximately 60% of its 25 to 34-year old workforce to hold a postsecondary credential 
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(THECB, 2015). The plan is designed to achieve this goal, focusing on minority students who 

represent the state’s majority population to ensure Texas remains competitive and prosperous.  

In April of 2015, the General Academic Institutions Formula Advisory Committee 

(GAIFAC) was charged by the THECB Commissioner to propose a set of formulas that would 

provide appropriate funding levels and financial incentives necessary to best achieve the goals 

of the 60x30TX plan. Recommendations are to include alternative approaches to incorporating 

undergraduate student success measures into the funding formulas and to compare the effects of 

funding the success measures within the formula versus applying the success measures as a 

separate formula (THECB, 2015).  

According to the draft 2018-2019 Biennial Appropriations Report released in April of 

2016, recommendations from the GAIFAC include appropriating $200 million to a new 

Graduation Bonus Incentive-Funding Model for public four-year institutions dedicated 

to advising, tutoring, and the other interventions many students need to earn a degree. 

The proposal offers a bonus to regular appropriations. This is based on state 

appropriations of approximately $5. 15 billion: $4. 36 billion for operations support and 

teaching experience supplement; and $786 million for space support. The THECB 

proposes establishing baseline graduation rates for allocating bonus funds for 2016, 

2017, and 2018 based on the three-year average of degrees awarded during 2012, 2013, 

and 2014. The proposal suggests a funding distribution calculation using the three-year 

average of (a) $600 for bachelor’s degrees awarded to students who are not at risk; (b) 

$1,200 for bachelor’s degrees awarded to student who are at-risk. (p.  9)  

 

Funding at-risk students is higher because these students require more services, and 

these extra services are not accounted for in the Operations Support formula (THECB, 2015). 
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An at-risk student would be someone who is a Pell grant recipient or whose SAT/ACT score 

was below the national average for the year taken. Since funding for the Graduation Bonus is 

for degree completion initiatives, and not for basic support, it should not replace any portion of 

Operations Support funding (THECB, 2015). The assumptions of the GAIFAC are that the new 

Graduation Bonus Incentive-Funding Model will (a) significantly increase the number of at-risk 

students obtaining a degree, (b) improve graduation rates and time to degree, (c) increase 

retention rates, (d) reduce excess credit hours, (e) improve course completion, and (f) increase 

affordability.  

Problem Statement 

 The United States trails 11 countries in educational attainment and the nation is facing a 

college completion crisis with 46% of students failing to graduate (Snyder, 2015). Now, with 

the inclusion of a shortage of skilled workers to fill jobs (Miller, 2016) and the rising cost of 

college (Kelchen & Stedrak, 2016), it is easy to see why policymakers seek the best options 

possible to promote college completion. Today’s fiscal climate and economic need for 

expanded postsecondary access and completion have fueled a resurgence of the interest in state 

action regarding performance-based funding policies, which tie a portion of state appropriations 

to metrics that gauge institutional performance on various indicators (Dougherty, 2014).  

 When implemented, the performance-based legislation would affect the 37 public, four-

year institutions in the state of Texas. The state legislature is expected to allocate $5.15 billion 

to public, four-year institutions for the 2018-2019 biennium. With an additional $200 million 

allocated as a performance-based incentive over two years ($100 million a year), institutions 

could expect this additional allocation based on weightings according to graduation points 

established by the THECB. However, in the GAIFAC proposal there is a recommendation for 
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even more additional funding of $938,600,000 over two years (approx. $469,300,000 a year) for 

general academic, operations and teaching, and space. This also is additional funding to the 

$5.15 billion to public institutions.  

 Moreover, there is a cost to the institutions calculated by the THECB and related in the 

GAIFAC proposal. Institutions must create new programs or redesign existing programs and 

maintain them. Additionally, the distribution of funding is based on institutions meeting 

particular performance-based criteria. It cannot be assumed that every institution will meet 

performance-based criteria. Although the THECB identified costs associated with graduating at-

risk and not-at-risk students, there is no projection of benefits versus burdens, that is, does 

receiving bonus performance-based allocations (benefit) outweigh the cost of increasing the 

number of graduates (burden)?  The purpose of this research is to identify important factors 

influencing the benefits versus burdens related to the most recent performance-based incentives 

established by the THECB.  

 There are three research questions stemming from the purpose.  

1. What is the relationship of anticipated performance-based funding to institutional 

expenses to conform to House Bill 9? 

 2. Which of the 37 Texas four-year institutions benefit from performance-based 

funding? 

 3. Which of the 37 Texas four-year institutions are burdened from performance-based 

funding? 

 Although performance-based funding, politically, is driven by an economic model of 

benefit, neoliberalism (Ellis & Bowden, 2014), it does not provide understanding of possible 
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burdens. However, to provide a pragmatic understanding of applying a performance-based 

model of funding, a different theoretical approach is needed.  

 

Theoretical Framework 

 The theoretical framework for the study is based on Stigler’s (1971) Theory of 

Economic Regulation.  

The central tasks of the theory of economic regulation are to explain who will receive 

the benefits or burdens of regulation, what form regulation will take, and the effects of 

regulation upon the allocation of resources. Regulation may be actively sought by an 

industry, or it may be thrust upon it (p. 3).  

Although the theory is older, Beard, Kaserman, and Mayo (2007) related it is a powerful tool 

for examining regulatory outcomes. According to the current study, the Texas state legislature 

regulates public college and university budgets. Additionally, it recently mandated 

performance-based funding. However, little is known about how this law will impact public 

institutions in Texas. Will it be a benefit, burden, or combination of both? 

 The theory exemplifies two major elements: (a) benefits; and (b) burdens. First, a state 

by regulation can provide benefits, mainly through the power to coerce. A state can make 

decisions about distribution of resources and allocations of economic funds. It has the power to 

assist industries to become more profitable: benefit. Subsequently, there are four crucial aspects 

to it: (a) control over direct subsidy; (b) control over new rivals; (c) control over support 

products and services; and (d) control over price-fixing (Stigler, 1971). The law based on Texas 

House Bill 9 is a directive to “the Texas Higher Education Coordinating Board to propose a new 

methodology for funding institutions of higher education to achieve the purpose” of developing 
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“policies that promote postsecondary educational success based on objective indicators of 

relative performance, such as degree completion rates” (Higher Education’s Outcomes-Based 

Funding Act, n.d., para. 2 & 3). This directive has the potential to benefit public higher 

education by direct subsidy, control over support and services, and price-fixing. It also has the 

potential to become burdensome.  

 The second major element of the theory is burden. There is a cost to meeting the 

demands of legislation. The burden, according to the theory, is two-fold. One, there is collateral 

damage. Although an industry may benefit from the power it is provided from a state, other 

aspects of the community may suffer. Two, political decisions often do not reflect market 

conditions. Political decisions may be viewed by such proponents as positive, however 

stakeholders in a particular market understand the decisions to have negative consequences 

(Stigler, 1971). The Texas Higher Education Coordinating Board (THECB) was given a 

directive by the Texas state legislature to develop an outcomes-based approach to funding 

(referred to in the literature as performance-based funding). Reflecting elements of the Theory 

of Economic Regulation: “Ultimately, the Texas Legislature has the authority to accept, reject, 

or amend the Coordinating Board’s recommendations” (Higher Education’s Outcomes-Based 

Funding Act, n.d., para. 4).  

 At the time of writing this manuscript, the THECB has proposed a formula and 

presented it to the Texas state legislature. No response has yet been provided. This study 

examined the potential benefits and burdens of the legislation (H.B. 9) and the proposal by 

GAIFAC committee of the THECB.  
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Literature Review 

The purpose of this research is to analyze important factors influencing the benefits and 

burdens related to the most recent performance-based incentives established by the THECB. 

The review of the literature provided a justification for the need to conduct the study and is 

divided into three sections. The first section explores recent trends in performance-based 

funding. The second section evaluates the new graduation bonus incentive-funding model 

proposed by the THECB. The third section explores 60x30TX, the next plan for higher 

education in Texas. A summary section ends the section.  

Performance-Based Funding  

Recent literature on performance-based funding shows a national shift in focus from 

multiple performance metrics to a narrow list of specific outcomes. Performance-based funding 

was traditionally associated with any number of policies that tie the allocation of resources to 

institutional performance on identified metrics. Early performance funding models typically 

offered bonuses or add-on funding to institutions that met prescribed performance goals. Early 

performance funding approaches did not always consider the perspectives of all stakeholders in 

model design, were often not sufficiently differentiated by institutional missions, and often 

suffered from data inadequate for the task (Strategy Labs, 2015). Additionally, scholars in 

recent research have argued that performance-based funding models are reinforcing disparities 

within public higher education and doing little to move the needle on completion (Hillman, 

2016). According to the Century Foundation (2016), states that tie public college funding to 

performance metrics like graduation and retention rates are perpetuating the inequities in 

funding and performance in public higher education, and they are not boosting completion at 

institutions in the state. Furthermore, performance-based funding fails to account for non-
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graduation measures of institutional success and fails to consider the missions and 

circumstances facing an institution. While performance-based aid is politically popular, overall 

it is an inefficient way to allocate resources since it primarily benefits students who would 

already do well in college regardless of the aid. Likewise, performance-based funding has 

benefited colleges and universities that already have the greatest likelihood to perform well and 

the allocation of scarce funds to institutions already performing well only reproduces 

inequalities (Hillman, 2016).  

Research has revealed some of the weaknesses of these models. States began developing 

more sophisticated performance-based funding models that also incentivize and reward progress 

toward goals but are tied more explicitly to agreed upon state goals for student success (HCM 

Strategists, 2015). Amid growing concern about rising college costs, there are calls for 

improving degree completion. There is a realization that the nation simply must do a better job 

of enrolling and graduating historically underrepresented populations. State leaders are 

increasingly asking critical questions about the capacity, productivity, and equity of their higher 

education institutions (Miller, 2016). After earlier experience with rapid expansion often 

followed by retreat, policymakers have begun to push for reshaped forms of performance-based 

funding, focusing more intently on specific outcomes (McLendon & Hearn, 2013). Spurred in 

part by Lumina Foundation’s funding of quality improvement efforts in several states newer 

performance-based approaches are centered around a shift from state inputs to campus 

outcomes and from institutional needs to state priorities (Harnisch, 2011).  

Shift in Performance-Based Funding 

Performance-based higher education funding structures have gained popularity. In recent 

years, as a means for achieving the goal of linking public investment in colleges and universities 
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to social and economic benefits, states gain a more educated citizenry (Lumina, 2015). In a shift 

from allocating funds based solely on input measures, many states have sought to link higher 

education appropriations to specific institutional outcomes. This shift represents an evolution of 

performance-based funding models with a more exclusive focus on student progression and 

completion, while attempting to achieve financial alignment to state attainment needs (Lumina 

Foundation, 2015). According to McLendon and Hearn (2014): 

First, the funding of degree production for the emerging economy has been much more 

strongly emphasized than in earlier efforts. Second, the development of workforces 

specifically prepared for the states’ perceived future needs has become a greater focus. 

Third, there is increasing recognition that missions, measures, and incentives must be 

more tightly and efficiently linked. Fourth, these newer efforts have begun incorporating 

into performance-appraisal systems certain “throughput” indicators of success, as well 

as output or outcome measures. Such throughput indicators have included, for example, 

rates of student completion of “gateway” courses (like those in biology, chemistry, 

mathematics, or psychology), where poor academic performance by students often 

creates bottlenecks impairing student transition to upper-level curricula and contributes 

to student dropout. (p. 87)  

This funding approach aims to address shortcomings in earlier versions of performance-

based funding. Both its logic and some tentative evidence in its support are appealing to many 

policymakers. Incentives under the model provide significant funding for institutions 

performing well on goal-driven measures of success. Proponents of the new funding movement 

argue that it aims to align state goals closely with accurate and appropriate measures and well-

designed incentives (Harnisch, 2011). Progress on such state goals as increasing the number of 
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college graduates, improving program completion, stimulating state development in STEM 

fields, and increasing educational attainment by minority or lower-income students can be 

assessed by examining overall and subgroup indicators for end-of-term enrollments, retention 

over programs’ duration, timely degree progress via credit milestones, transfer success rates, 

graduation rates and numbers, high-need subject outcomes (e. g., in STEM fields) and the like 

(Hearn, 2015). In Texas, the performance-based model has developed a more focused approach 

toward funding specific outcomes, particularly those tied to certificate and degree completion.  

Graduation Bonus Incentive-Funding Model  

 The General Academic Institution Formula Advisory Committee (GAIFAC), composed 

of representatives of Texas public universities, examines the formulas that are used to allocate 

state funding among institutions each legislative session in Texas. In line with the requirements 

of TEC 61.0593, this interim the committee was charged to “study and make recommendations 

for alternative approaches to incorporating undergraduate student success measures into the 

funding formulas” (THECB, 2016, p.7). In April of 2016, the GAIFAC published their most 

recent proposal for the 2018-2019 biennial appropriations to the Legislative Budget Board. The 

85th Texas Legislature will decide whether to adopt any or all of the recommendations when 

they convene in January of 2018. The recommendation made by GAIFAC for general academic 

institutions is to fund universities through a new Graduation Bonus formula, $600 for each 

bachelor’s degree awarded to a student who is not at-risk and $1,200 for each bachelor’s degree 

awarded to an at-risk student THECB, 2016). The recommended estimated funding is $200 

million. However, the Committee on Affordability, Accountability and Planning (CAAP) is 

considering a different funding level, lowering the graduation bonus from $200 million to $150 

million. Since no decision has been made at the writing of this article, the original amounts of 
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$200 million over two years ($100 million annually) and $938,600,000 over two years (approx. 

$469,300,000 a year) for general academic, operations and teaching, and space were used for 

analysis.  

60x30TX 

In order to meet the workforce demands and intellectual capital expectations of the next 

generations of Texans, the Texas Higher Education Coordinating Board (THECB) issued a 

statewide educational goal calling for 60% of adults aged 25 to 34 to hold college degrees or 

certificates by 2030. In August of 2013 the THECB announced the new higher education plan 

for Texas titled 60x30TX. The plan was founded on the critical need for an educated Texas 

workforce that is able to adapt to change and successfully compete in the global economy. If the 

goal is reached, Texas will award 6. 4 million certificates or degrees during the 15 years of this 

plan (THECB, 2016). The U. S. Bureau of Labor Statistics (BLS) suggests that fewer than 60% 

of workers need a college degree to satisfy workforce demand (BLS, 2016). In addition to 

focusing on increased completion of postsecondary credentials, the plan also places emphasis 

on attaining marketable skills and reducing student debt.  

The THECB needed a new strategic plan to replace the state’s Closing the Gaps plan 

ended in 2015. Since the previous higher education plan, Closing the Gaps, was adopted in 

2000, Texas has become increasingly engaged in a global economy dependent on skilled and 

knowledgeable workers (THECB, 2016). The 60x30TX plan builds on the success of the 

Closing the Gaps to higher education plan adopted in 2000. Data from the Texas Higher 

Education Coordinating Board and Texas Workforce Commission indicate that by 2020, 65% of 

all new jobs in Texas will require postsecondary education (THECB, 2016). However, only 

35% of Texans aged 25-34 today have an associate’s degree or higher. By 2030 Texas will need 
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approximately 60% of its 25- to 34-year-olds workforce to hold a postsecondary credential. 

Centered around students, the 60x30TX higher education strategic plan is designed to achieve 

this goal and help Texas remain competitive and prosperous. However, the state must include 

25-34 year olds, which represent a large number of underrepresented student populations, such 

as Hispanics and African Americans, if the plan is to succeed.  

According to the THECB, the first goal of the 60x30TX plan is broad. It aims to raise 

the percentage of the Texas younger adult population with postsecondary educational 

attainment. Strategies to achieve this goal include promoting college attainment, develop 

college/career readiness standards, focus on teacher preparation and professional development, 

and encourage stop-outs to return and complete their degree.  

The second goal, the completion goal, contributes to the first by supplying graduates 

from Texas institutions: By 2030, at least 550,000 students by that year are expected to have 

completed a certificate, associate’s, bachelor’s, or master’s degree from a Texas public, 

independent, or for-profit college or university. Strategies to achieve this goal include 

developing innovative approaches for content delivery, encouraging high-impact practices, and 

increasing use of predictive analytics to identify and assist at-risk students.  

The third goal, marketable skills, emphasizes the value of higher education relative to 

the workforce: By 2030 all graduates from Texas public institutions of higher education will 

have completed programs with identified marketable skills. Strategies to achieving this goal 

include the integration of marketable skills into curricula so that students can demonstrate and 

communicate those skills to future employers and enhance academic and career advising. The 

final goal, student debt, is intended to help students who graduate with debt complete their 

programs with reasonable debt: By 2030, undergraduate student loan debt will not exceed 60% 
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of first-year wage for graduates of Texas public institutions (THECB, 2016). Strategies to 

achieve this goal include decreasing excess semester credit hours, funding grants for eligible 

students, and supporting alternate degree pathways to completion.  

In order to achieve these goals, the GAIFAC committee of the THECB developed a 

series of financial formulas and recommendations. They are based on three-year averages of 

performance-based standards at each of the 37 public, four-year institutions in the state. The 

formulas and recommendations serve as the foundation for methods and analysis.  

Methods and Analysis 

 Methods and analysis consisted of a number of sources, steps, and calculations, before 

addressing the research questions. This was because there is no established data source available 

in order to calculate benefits and burdens. In order for analysis to be completed, several 

methods of data collection were completed to prepare the data.  

• Identify the 37 public, four-year institutions in Texas affected by H.B. 9; 

• Calculate the total number of bachelor’s degrees needed to achieve 60x30TX 

o Determine the percentage each institution needs to contribute to achieve 

60x30TX 

� At-risk students (defined as Pell grant recipients or SAT/ACT scores 

below the national average) 

� Not-at-risk students 

o Calculate the number of students needed by each institution 

� At-risk students 

� Not-at-risk students 

• Utilize the GAIFC (2015) report for: 
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o Average bachelor’s degree completion rates per institution 

� At-risk students 

� Not-at-risk students 

o Funding 

� $200 million performance-based bonus (for two years) 

� $938.6 million support for general academic, operations and teaching, 

and space (GAOTS) for two years 

� Identify per institution funding for: 

• At-risk students 

• Not-at-risk students 

o Cost 

� Identify the cost to each institution for: 

• At-risk students at degree completion constant rates plus expected 

growth needed to achieve 60x30TX 

• Not-at-risk students at degree completion constant rates plus 

expected growth needed to achieve 60x30TX 

• Calculate funding benefits and burdens per each institution 

Figure 5 provides an overview of the process and data sources in order to calculate 

financial benefits and burdens. 
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Figure 5, Data Process and Sources 

• State Legislature: Data from House Bill 9 

• Texas Higher Education Board (THECB): Data from 60x30TX for goals and number of 

projected college and university certificates, associate, bachelor’s, and graduate degrees 

• Operating Budgets: Data from THECB; Three-year averages calculated by researcher 

• Number of Bachelor’s Degrees: Data calculated by researcher 

o  Each institution through 2030 from total number of certificates, associate’s, 

bachelor’s and graduate degrees 

o Separated public from private four-year institutions 
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• Students @ Each Institution:  

o Data from GAIFAC for percent of at-risk and not-at-risk students 

o Data calculated by researcher based on enrollment and graduation growth for 

percent of at-risk and not-at-risk students to meet 60x30TS goals 

• Funding:  

o Data from GAIFAC to allocate funding $600 per not-at-risk and $1,200 per at-

risk student based on a six-year average to graduation 

o Data from GAIFAC to allocate general academic, operations and teaching, and 

space (GAOTS) funding across all 37 institutions  

• Costs: Data per student from GAIFAC to educate at-risk and not-at-risk students at each 

institution 

• Benefits and Burdens through 2030: Calculated by researcher 

o Bonus dollars to be allocated to each institution based on projected growth for 

percent of at-risk and not-at-risk needed by each institution annually to achieve 

60x30TX through 2030 

o Cost to be incurred by each institution based on projected growth on percent of 

at-risk and not-at-risk needed by each institution annually to achieve 60x30TX 

through 2030 

o Benefits and burdens for allocation or withholding Bonus Dollars and/or GOATS 

The Texas Higher Education Board (THECB), created by the legislature in 1965, is 

charged with providing leadership and coordination throughout the state’s public higher 

education systems (Agency Information, n.d.) to achieve excellence in college and university 

education. As part of its operations, the THECB developed the Closing the Gaps Initiative, 
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2000-2015. Texas’ Closing the Gaps initiative (Revised Goals and Targets for 2006-2015, 

2006) projected an increase of students completing bachelor’s degrees at four-year institutions 

from 74,100 to 112,500 during 2000 to 2015 years (Progress Report, 2015). Four-year 

institutions graduated 125,192 students with bachelor’s degrees in 2015 (Progress Report, 

2015). However, this included all four-year institutions in Texas, public and private.  

There are 37 public four-year institutions in the state of Texas (GIAFAC, 2015). Public-

four year institutions graduated 57,000 students with bachelor’s degrees in 2000, which is 77% 

of the bachelor’s degree population (Closing the Gaps, n.d.). Public-four year institutions 

graduated 96,480 students with bachelor’s degrees in 2015, which is 77% of the bachelor’s 

degree population (Progress Report, 2015). This is an average increase of 6,432 students per 

year.  

 The Closing the Gaps initiative came to an end in 2015 but a new initiative was 

developed: 60x30TX (60x30TX, 2015). It seeks to increase the number of students completing 

a certificate, associate’s degree, bachelor’s degree, or master’s degree by the year 2030 to 

550,000 graduates, but not all degrees will be from public institutions. In 2012-2013 (most 

recent data as of April 2015 from the Southern Regional Education Board) there were 230,506 

degrees awarded at both public and private institutions in Texas (Southern Regional Education 

Board, 2015), associate’s through master’s (associates-30%; bachelor’s-50%; master’s-20%).  

In order for the THECB to develop recommendations to the state legislature based on 

funding formulas, the GAIFAC committee relied on a three-year average model from 2012 

through 2014 (GAIFAC, 2015). The GAIFAC used the three-year model as a basis for 

projections, assuming a six-year graduation rate for a bachelor’s degree. For example, at the 

University of Texas at Arlington: 
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• Number of students graduated, bachelor’s degrees, three-year average 6,285 graduates; 

of those 3,520 were at-risk (56%); and 2,765 were not-at risk (44%).  

• Cost to the institution: at-risk $97,955 annual cost; not-at-risk $82,385 annual cost.  

At all Texas public institutions, associate’s degrees are 90% of the total number of 

degrees awarded, 48% are bachelor’s degrees, and 18% are master’s degrees. Thus, of the 

550,000 degrees and certificates projected by 2030, 275,000 are expected to be bachelor’s 

degrees and 77% of those are from a public institution which is a total of 211,750 additional 

degrees needed to achieve 60x30TX projections from 2015 to 2030, or 14,117 additional 

bachelor’s degrees per year. Assuming constant rates of change, a method used by The Office of 

the State Demographer and the Texas State Data Center at the University of Texas at San 

Antonio (You & Potter, 2014), the following 37 public institutions would need to provide a 

specific number of graduates, as seen in Table 1.  

Table 1 

Number of Public Institutions and Graduates Needed Per Institution for 60x30TX 

Total number of 
degrees from 3-
year averages: 
90,611 

3-year 
average of 
degrees 
2012-
2014 

Number of 
at-risk 
degrees (3-
year 
average) 

Number of 
not-at-risk 
degrees (3-
year 
average) 

Percent of 
total number 
of degrees 
(3-year 
average/total 
number) 

14,117-
number of 
additional 
graduates per 
year needed. 
Each 
institution to 
meet state 
objectives  

Number of 
additional at-
risk students 
needed each 
year per 
institution  

Number of 
additional not-
at-risk 
students 
needed each 
year per 
institution  

UT-Arlington 6,285 3520 (56%) 2,765 0. 07 988 553 435 

UT-Austin 9,183 3490 (38%) 5,693 0. 1 1412 537 875 

UT-Dallas 2,702 1405 (52%) 1,297 0. 03 423 220 203 

UT-El Paso 3,156 2556 (81%) 600 0. 035 494 400 94 

UT-Rio Grande 
Valley 

3,765 3313 (88%) 452 0. 042 593 522 71 

UT-Permian 
Basin 

580 418 (72%) 162 0. 006 85 61 24 

UT-San Antonio 4,419 3314 (75%) 1,105 0. 05 705 529 176 

UT-Tyler 1,166 813 (70%) 353 0. 013 184 129 55 
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TAMU 9,207 3709 (40%) 5,498 0. 102 1440 576 864 

TAMU-
Galveston 

315 181 (57%) 134 0. 003 42 24 18 

Prairie View 1,019 881 (87%) 138 0. 011 158 137 21 

Tarleton 1,855 1377 (74%) 478 0. 020 282 209 73 

TAMU-Central 485 331 (68%) 154 0. 005 71 48 23 

TAMU-CC 1,488 1101 (74%) 387 0. 016 226 167 59 

TAMU-
Kingsville 

946 805 (85%) 141 0. 010 141 120 21 

TAMU-San 
Antonio 

759 626 (82%) 133 0. 008 113 93 20 

TAMI 873 790 (90%) 83 0. 010 141 127 14 

WTAMU 1,360 932 (69%) 428 0. 015 212 146 66 

TAMU-
Commerce 

1,488 1090 (73%) 398 0. 016 226 165 61 

TAMU-
Texarkana 

353 246 (70%) 107 0. 004 56 39 17 

UH 5,873 3830 (65%) 2,043 0. 065 918 597 321 

UH-Clear Lake 1,236 790 (64%) 446 0. 014 198 127 71 

UH-Downtown 2,348 1646 (70%) 702 0. 026 367 257 110 

UH-Victoria 659 412 (63%) 247 0. 007 99 62 37 

Midwestern 1,060 668 (63%) 392 0. 012 169 106 63 

UNT 5,976 3654 (61%) 2,322 0. 066 931 568 363 

UNT-Dallas 387 280 (72%) 107 0. 004 56 40 16 

SFA 2,038 1497 (73%) 541 0. 022 311 227 84 

TSU 789 678 (86%) 111 0. 009 127 109 18 

TTU 5,126 2980 (58%) 2,146 0. 057 804 446 338 

Angelo 1,067 749 (70%) 318 0. 012 169 118 51 

TWU 1,969 1300 (66%) 669 0. 022 311 205 106 

Lamar 1,440 1027 (71%) 413 0. 016 226 160 66 

Sam Houston 3,162 2243 (71%) 919 0. 035 494 351 143 

TXST 5,742 3827 (67%) 1,915 0. 063 889 596 293 

Sul Ross 195 163 (83%) 32 0. 002 28 23 5 

Sul Ross-Rio 
Grande 

141 124 (88%) 17 0. 002 28 23 5 

 

Growth projections were made based on the same guidelines established by GAIFAC 

(2015). Funding recommendations were based on at-risk and not-at-risk classifications of 

students. The growth also applied to the number of students each institution would need to 

contribute, proportionately, to meet the 14,117 additional graduates per year to reach 60x30TX 
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goals. Table 2 provides an overview of the growth through 2019, which is the biennium funding 

cycle.  

Table 2 

Each Institution’s Projected Contribution to Graduation Growth for 60x30TX  

  

Number of 
at-risk 
degrees   
(3-year 
average, 
2012-2014) 

Number of 
not-at-risk 
degrees (3-
year average) 

Number of 
additional 
graduates 
per year & 
(at-risk) & 
[not-at-risk] 

For biennium 
2018, number 
of at-risk—3 
years 
additional 
graduates 
needed from 
2015 

For biennium 
2018, number 
of not-at-risk—
3 years 
additional 
graduates 
needed from 
2015 

For biennium 
2019, number 
of at-risk—3 
years additional 
graduates 
needed from 
2015 

For biennium 
2019, number 
of not-at-risk—
4 years 
additional 
graduates 
needed from 
2015  

UT-Arlington 
3,520 
(56%) 

2,765 
440 (246) 
[194] 

738 (Total 
4,258) 

582 (Total 
3,347) 

984 (Total 
4,504) 

776 (Total 
3,541) 

UT-Austin 
3,490 
(38%) 

5,693 
918 (349) 
[569] 

1,077 (Total 
4,567) 

1707 (Total 
7400) 

1426 (Total 
4916) 

2276 (Total 
7969) 

UT-Dallas 
1,405 
(52%) 

1,297 81 (42) [39] 
126 (Total 
1,531) 

117 (Total 
1414) 

168 (Total 
1573) 

156 (Total 
1453) 

UT-El Paso 
2,556 
(81%) 

600 
110 (89) 
[21] 

267 (Total 
2,823) 

63 (Total 663) 
356 (Total 
2912) 

84 (Total 684) 

UT-Rio Grande 
Valley 

3,313 
(88%) 

452 
158 (139) 
[19] 

417 (Total 
3,730) 

57 (Total 509) 
556 (Total 
3869) 

76 (Total 528) 

UT-Permian Basin 418 (72%) 162 4 (3) [1] 9 (Total 427) 3 (Total 165) 12 (Total 430) 4 (Total 166) 

UT-San Antonio 
3,314 
(75%) 

1,105 
221 (165) 
[56] 

495 (Total 
3,809) 

168 (Total 
1273) 

660 (Total 
3974) 

224 (Total 
1329) 

UT-Tyler 813 (70%) 353 15 (11) [5] 33 (Total 846) 15 (Total 368) 44 (Total 857) 20 (Total 373) 

TAMU 3709 (40%) 5,498 
936 (374) 
[561] 

1122 (Total 
4,831) 

1683 (Total 
7181) 

1496 (Total 
5205) 

2244 (Total 
7742) 

TAMU-Galveston 181 (57%) 134 1 (1) [0] 3 (Total 184) 0 (Total 134) 4 (Total 185) 0 (Total 134) 

Prairie View 881 (87%) 138 11 (10) [1] 30 (Total 911) 3 (Total 141) 40 (Total 921) 4 (Total 142) 

Tarleton 1377 (74%) 478 38 (28) [10] 
84 (Total 
1461) 

30 (Total 508) 
112 (Total 
1489) 

40 (Total 518) 

TAMU-Central 331 (68%) 154 3 (2) [1] 6 (Total 337) 3 (Total 157) 8 (Total 339) 4 (Total 158) 

TAMU-CC 1101 (74%) 387 24 (18) [6] 
54 (Total 
1155) 

18 (Total 405) 72 (Total 1173) 24 (Total 411) 

TAMU-Kingsville 805 (85%) 141 10 (8) [1] 24 (Total 829) 3 (Total 144) 32 (Total 837) 4 (Total 145) 

TAMU-San 
Antonio 

626 (82%) 133 6 (5) [1] 15 (Total 641) 3 (Total 136) 20 (Total 646) 4 (Total 137) 

TAMI 790 (90%) 83 8 (8) [1] 24 (Total 814) 3 (Total 86) 32 (Total 822) 4 (Total 87) 

WTAMU 932 (69%) 428 20 (14) [6] 42 (Total 974) 18 (Total 446) 56 (Total 988) 24 (Total 452) 

TAMU-
Commerce 

1090 (73%) 398 24 (18) [7] 
54 (Total 
1144) 

21 (Total 419) 72 (Total 1162) 28 (Total 426) 

TAMU-Texarkana 246 (70%) 107 1 (1) [0] 3 (Total 249) 0 (Total 107) 4 (Total 250) 0 (Total 107) 

UH 3830 (65%) 2,043 
381 (247) 
[133] 

741( Total 
4571) 

399 (Total 
2442) 

988 (Total 
4818) 

532 (Total 
2575) 

UH-Clear Lake 790 (64%) 446 17 (11) [6] 33 (Total 823) 18 (Total 464) 44 (Total 834) 24 (Total 470) 
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UH-Downtown 1646 (70%) 702 61 (43) [18] 
129 (Total 
1775) 

54 (Total 756) 
172 (Total 
1818) 

72 (Total 774) 

UH-Victoria 412 (63%) 247 5 (3) [1] 9 (Total 421) 3 (Total 250) 12 (424) 4 (Total 251) 

Midwestern 668 (63%) 392 12 (8) [5] 24 (Total 692) 15 (Total 407) 32 (Total 700) 20 (Total 412) 

UNT 3654 (61%) 2,322 
394 (240) 
[154] 

720 (Total 
4374) 

462 (Total 
2784) 

960 (Total 
4614) 

616 (Total 
2938) 

UNT-Dallas 280 (72%) 107 2 (1) [0] 3 (Total 283) 0 (Total 107) 4 (Total 284) 0 (Total 107) 

SFA 1497 (73%) 541 46 (33) [12] 
99 (Total 
1596) 

36 (Total 577) 
132 (Total 
1629) 

48 (Total 589) 

TSU 678 (86%) 111 7 (6) [1] 18 (Total 696) 3 (Total 114) 24 (Total 702) 4 (Total 115) 

TTU 2980 (58%) 2,146 
290 (168) 
[122] 

504 (Total 
3484) 

366 (Total 
2512) 

672 (Total 
3652) 

488 (Total 
2634) 

Angelo 749 (70%) 318 13 (9) [4] 27 (Total 776) 12 (Total 330) 36 (Total 785) 16 (Total 334) 

TWU 1300 (66%) 669 43 (28) [15] 
84 (Total 
1384) 

45 (Total 714) 
112 (Total 
1412) 

60 (Total 675) 

Lamar 1027 (71%) 413 23 (16) [7] 
48 (Total 
1075) 

21 (Total 434) 64 (Total 1091) 28 (Total 441) 

Sam Houston 2243 (71%) 919 
110 (78) 
[32] 

234 (Total 
2477) 

96 (Total 1015) 
312 (Total 
2555) 

128 (Total 
1047) 

TXST 3827 (67%) 1,915 
364 (244) 
[120] 

732 (Total 
4559) 

360 (Total 
2275) 

976 (Total 
4803) 

480 (Total 
2395) 

Sul Ross 163 (83%) 32 0 (0) [0] 0 (Total 163) 0 (Total 32) 0 (Total 163) 0 (Total 32) 

Sul Ross-Rio 
Grande 

124 (88%) 17 0 (0) [0] 0 (Total 124) 0 (Total 17) 0 (Total 124) 0 (Total 17) 

  

Knowing the three-year degree completion rate averages and each institution and 

additional contributions needed to meet 60x30TX projections provided a total and per student 

framework for awarding funding and calculating costs. Table 3 shows the annual costs to 

graduate students with a bachelor’s degree at each institution (GAIFAC, 2015).  

Table 3 

Annual Per Institution Costs to Graduate Students 

6-year average to graduation Total annual cost 
in dollars for 
graduating at-risk 
students 

Total annual cost 
in dollars for 
graduating not-
at-risk students 

Cost in dollars to 
produce a bachelor’s 
degree per at-risk 
student, per year 

Cost in dollars to 
produce a bachelor’s 
degree per not-at-risk 
student, per year 

UT-Arlington 97,955 82,385 16,325 13,730 

UT-Austin 125,293 104,912 20,882 17,485 

UT-Dallas 102,980 89,990 17,163 14,998 

UT-El Paso 95,843 71,080 15,974 11,847 

UT-Rio Grande Valley 91,191 58,646 15,199 9,774 

UT-Permian Basin 94,406 66,470 15,734 11,078 
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UT-San Antonio 97,465 76,665 16,244 12,778 

UT-Tyler 79,627 74,918 13,271 12,486 

TAMU 71,455 63,220 11,909 10,537 

TAMU-Galveston 131,391 110,153 21,899 18,359 

Prairie View 154,436 100,180 25,739 16,697 

Tarleton 75,113 63,931 12,519 10,655 

TAMU-CC 87,442 73,267 14,574 12,211 

TAMU-Kingsville 103,546 87,661 17,258 14,610 

TAMI 87,617 91,143 14,603 15,191 

WTAMU 98,391 74,393 16,399 12,399 

TAMU-Commerce 113,557 80,633 18,926 13,439 

UH 94,079 70,769 15,680 11,795 

UH-Clear Lake 29,228 9,993 4,871 1,666 

UH-Downtown 112,363 86,829 18,727 14,472 

Midwestern 118,341 94,272 19,724 15,712 

UNT 78,174 68,556 13,029 11,426 

SFA 88,780 67,375 14,797 11,229 

TSU 247,397 137,034 41,233 22,839 

TTU 86,641 75,305 14,440 12,551 

Angelo 109,361 74,810 18,227 12,468 

TWU 67,938 51,793 11,323 8,632 

Lamar 126,250 94,358 21,042 15,726 

Sam Houston 67,177 55,465 11,196 9,244 

TXST 66,805 60,001 11,134 10,000 

Sul Ross 157,045 143,222 26,174 23,870 

 

The per institution costs served as a baseline to determine how much additional cost it 

takes to account for the growth in bachelor’s degree graduates to meet 60x30TX. The GAIFAC 

(2015) proposal used three-year graduation and cost averages from 2012 through 2014 as 

baseline data. The committee used these data to project costs for the at-risk and not-at-risk 

students. This baseline was used to calculate costs for the 2018 and again for 2019. For 

example, at the University of Texas at Arlington, it costs $16,325 to graduate an at-risk student: 

738 students x $16,325 = $12,047,850. These costs are represented in Table 4 for each 

institution.  
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Table 4 

Annual Costs Per Institution Account for Graduation Rates and Graduation Growth Projections   

6-year average to 
graduation 

Cost in 
dollars to 
produce a 
bachelor’s 
degree per 
at-risk 
student, per 
year 

Cost in 
dollars to 
produce a 
bachelor’s 
degree per 
not-at-risk 
student, per 
year 

Cost in dollars 
for additional 
at-risk 
graduates for 
biennium 
2018 
(graduates + 
additional 
graduates x 
cost) 

Cost in dollars 
for additional 
not-at-risk 
graduates for 
biennium 2018 
(graduates + 
additional 
graduates x 
cost) 

Cost in dollars 
for additional 
at-risk graduates 
for biennium 
2019 (graduates 
+ additional 
graduates x 
cost) 

Cost in dollars 
for additional 
not-at-risk 
graduates for 
biennium 2019 
(graduates + 
additional 
graduates x 
cost) 

UT-Arlington 16,325 13,730 12,047,850 7,990,860 16,063,800 10,654,480 

UT-Austin 20,882 17,485 22,489,914 29,846,895 29,777,732 39,795,860 

UT-Dallas 17,163 14,998 2,037,798 1,754,766 2,883,384 2,339,688 

UT-El Paso 15,974 11,847 4,265,058 746,361 5,686,744 995,148 

UT-Rio Grande Valley 15,199 9,774 6,337,983 557,118 8,450,644 742,824 

UT-Permian Basin 15,734 11,078 141,606 33,234 188,808 44,312 

UT-San Antonio 16,244 12,778 8,040,780 2,146,704 10,721,040 2,862,272 

UT-Tyler 13,271 12,486 437,943 187,290 583,924 249,720 

TAMU 11,909 10,537 13,361,898 17,733,771 17,815,864 23,645,028 

TAMU-Galveston 21,899 18,359 65,697 0 87,596 0 

Prairie View 25,739 16,697 772,170 50,091 1,029,560 66,788 

Tarleton 12,519 10,655 1,051,596 319,650 1,402,128 426,200 

TAMU-CC 14,574 12,211 786,996 219,798 1,049,328 293,064 

TAMU-Kingsville 17,258 14,610 414,192 43,830 552,256 58,440 

TAMI 14,603 15,191 350,472 45,573 467,296 60,764 

WTAMU 16,399 12,399 688,758 223,182 918,344 297,576 

TAMU-Commerce 18,926 13,439 1,022,004 282,219 1,362,672 376,292 

UH 15,680 11,795 11,618,880 4,706,205 15,491,840 6,274,940 

UH-Clear Lake 4,871 1,666 160,743 29,988 214,324 39,984 

UH-Downtown 18,727 14,472 2,415,783 781,488 3,221,044 1,041,984 

Midwestern 19,724 15,712 473,376 235,680 631,168 314,240 

UNT 13,029 11,426 9,380,880 5,278,812 12,507,840 7,038,416 

SFA 14,797 11,229 1,464,903 404,244 1,953,204 538,992 

TSU 41,233 22,839 742,194 68,517 989,592 91,356 

TTU 14,440 12,551 7,277,760 4,593,666 9,703,680 6,124,888 

Angelo 18,227 12,468 492,129 149,616 656,172 199,488 

TWU 11,323 8,632 951,132 388,440 1,268,176 517,920 

Lamar 21,042 15,726 1,010,016 330,246 1,346,688 440,328 

Sam Houston 11,196 9,244 2,619,864 887,424 3,493,152 1,183,232 

TXST 11,134 10,000 8,150,088 3,600,000 10,866,784 4,800,000 

Sul Ross 26,174 23,870 0 0 0 0 
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 The GAIFAC (2015) proposal provided calculations for awarding bonus dollars to 

institutions that increase graduation rates. This applies to both at-risk and not-at risk students. 

The importance of providing bonus dollars to both at-risk and not-at-risk students is to assist in 

achieving 60x30TX goals. Table 5 summarizes bonus dollars to each institution. However, each 

institution would receive a different amount because they have different numbers of at-risk, not-

at-risk, and proportion of at-risk to not-at-risk students. For example, at the University Texas at 

Austin 38% of students are considered at-risk, whereas the University of Texas at Rio Grande 

Valley has 88% of its students are classified as at-risk. Bonus dollars are set at $1,200 per each 

at-risk student and $600 per not-at-risk student regardless of institution (GAIFAC, 2015). Bonus 

dollars are calculated according to the following. For instance, at the University of Texas at 

Austin, the calculation is: (a) at-risk, 3,490 graduates x $1,200 = $4,188,000 bonus; and (b) not-

at-risk, 5,693 graduates x $600 = $3,415,800 bonus. Table 5 also provides the amount of bonus 

dollars needed to account for growth to achieve 60x30TX.  

Table 5 

Bonus Dollars Allocated Based on Graduation Rates Per Institution 

  At-risk 
bonus 
dollars @ 
3-year 
graduation 
rate avg 

Not-at-risk 
dollars @ 3-
year 
graduation 
rate avg 

For biennium 
2018, bonus 
dollars for 
number of at-
risk—3 years 
additional 
graduates needed 
from 2015 

For biennium 
2018, bonus 
dollars for 
number of not-
at-risk—3 years 
additional 
graduates 
needed from 
2015 

For biennium 
2019, bonus 
dollars for 
number of at-
risk—3 years 
additional 
graduates 
needed from 
2015 

For biennium 
2019,bonus  
dollars for 
number of not-
at-risk—4 years 
additional 
graduates 
needed from 
2015   

UT-Arlington 4,224,000 1,659,000 885,600 349,200 1,180,800 465,600 

UT-Austin 4,188,000 3,415,800 1,292,400 1,024,200 1,711,200 1,365,600 

UT-Dallas 1,686,000 778,200 151,200 70,200 201,600 93,600 

UT-El Paso 3,067,200 360,000 320,400 37,800 427,200 50,400 

UT-Rio Grande Valley 3,975,600 271,200 500,400 34,200 667,200 45,600 

UT-Permian Basin 501,600 97,200 10,800 1,800 14,400 2,400 

UT-San Antonio 3,976,800 663,000 594,000 100,800 792,000 134,400 

UT-Tyler 975,600 211,800 39,600 9,000 52,800 12,000 
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TAMU 4,450,800 3,298,800 1,346,400 1,009,800 1,795,200 1,346,400 

TAMU-Galveston 217,200 80,400 3,600 0 4,800 0 

Prairie View 1,057,200 82,800 36,000 1,800 48,000 2,400 

Tarleton 1,652,400 286,800 100,800 18,000 134,400 24,000 

TAMU-CC 1,321,200 232,200 64,800 10,800 86,400 14,400 

TAMU-Kingsville 966,000 84,600 28,800 1,800 38,400 2,400 

TAMI 948,000 49,800 28,800 1,800 38,400 2,400 

WTAMU 1,118,400 256,800 50,400 10,800 67,200 14,400 

TAMU-Commerce 1,308,000 238,800 64,800 12,600 86,400 16,800 

UH 4,596,000 1,225,800 889,200 239,400 1,185,600 319,200 

UH-Clear Lake 948,000 267,600 39,600 10,800 52,800 14,400 

UH-Downtown 1,975,200 421,200 154,800 32,400 206,400 43,200 

Midwestern 801,600 235,200 28,800 9,000 38,400 12,000 

UNT 4,384,800 1,393,200 864,000 277,200 1,152,000 369,600 

SFA 1,796,400 324,600 118,800 21,600 158,400 28,800 

TSU 813,600 66,600 21,600 1,800 28,800 2,400 

TTU 3,576,000 1,287,600 614,800 219,600 806,400 292,800 

Angelo 898,800 190,800 32,400 7,200 43,200 9,600 

TWU 1,560,000 401,400 100,800 27,000 134,400 36,000 

Lamar 1,232,400 247,800 57,600 12,600 76,800 16,800 

Sam Houston 2,691,600 551,400 280,800 57,600 374,400 76,800 

TXST 4,592,400 1,149,000 878,400 216,000 1,171,200 288,000 

Sul Ross 195,600 19,200 0 0 0 0 

 

Now that costs and bonus dollars have been determined based on graduation rates and 

growth projections, data were needed on each institutions’ operating budget. This information 

allows for benefits and burdens analyses later. Table 6 presents total operating budgets for 

2012-2014 (THECB, 2016) with a percent difference and three-year average difference 

calculated. The 2012-2014 budget years were used because they correspond to the 2012-2014 

years used by GAIFAC (2015) for all other calculations.  
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Table 6 

Each Institutions’ Operating Budget 

  2012 2013 2014 
% 

difference  
$ average 

$ average 
difference  

UT-Arlington 312,796,092 345,269,754 353,898,263 6. 57% 337,321,370 20,551,086 

UT-Austin 1,375,258,048 1,430,216,358 1,609,600,000 8. 52% 1,471,691,469 117,170,976 

UT-Dallas 249,612,288 338,107,678 329,991,128 16. 10% 305,903,698 40,189,420 

UT-Brownsville 96,292,672 97,245,331 56,800,979 -20. 51% 83,446,327 (19,745,847) 

UT-El Paso 219,254,668 220,414,148 227,726,454 1. 93% 222,465,090 4,235,893 

UT-Rio Grande 
Valley 

128,530,108 119,673,988 122,456,909 -2. 36% 123,553,668 (3,036,600) 

UT-Permian Basin 22,438,641 26,159,305 29,424,633 15. 57% 26,007,526 3,492,996 

UT-San Antonio 289,194,082 297,330,364 294,894,903 0. 99% 293,806,450 2,850,411 

UT-Tyler 31,796,361 53,154,097 51,873,585 31. 57% 45,608,014 10,038,612 

TAMU 1,194,318,007 1,228,579,682 1,352,072,480 6. 60% 1,258,323,390 78,877,237 

TAMU-Galveston 49,805,095 56,063,405 58,230,775 8. 46% 54,699,758 4,212,840 

Prairie View 168,542,297 166,642,508 168,738,756 0. 06% 167,974,520 98,230 

Tarleton 135,670,445 144,375,108 155,430,411 7. 28% 145,158,655 9,879,983 

TAMU-Central 26,437,787 27,721,720 30,276,810 7. 26% 28,145,439 1,919,512 

TAMU-CC 161,066,004 162,619,659 173,839,270 3. 97% 165,841,644 6,386,633 

TAMU-Kingsville 122,597,613 131,706,096 142,726,278 8. 21% 132,343,329 10,064,333 

TAMU-San Antonio 35,734,685 33,117,134 40,005,484 5. 98% 36,285,768 2,135,400 

TAMI 94,898,460 100,157,933 107,668,580 6. 73% 100,908,324 6,385,060 

WTAMU 127,395,754 128,814,180 132,575,722 2. 03% 129,595,219 2,589,984 

TAMU-Commerce 140,232,986 155,092,297 162,816,970 8. 05% 152,714,084 11,291,992 

TAMU-Texarkana 29,237,319 34,156,971 35,368,896 10. 49% 32,921,062 3,065,789 

UH 258,285,741 276,260,289 289,016,320 5. 95% 274,520,783 15,365,290 

UH-Clear Lake 48,370,244 91,009,927 94,233,214 47. 41% 77,871,128 22,931,485 

UH-Downtown 105,413,733 109,623,112 115,833,219 4. 94% 110,290,021 5,209,743 

UH-Victoria 25,165,463 26,333,788 27,283,893 4. 21% 26,261,048 1,059,215 

Midwestern 94,154,646 95,706,395 98,468,305 2. 29% 96,109,782 2,156,830 

UNT 876,061,021 872,065,333 885,343,900 0. 53% 877,823,418 4,641,440 

UNT-Dallas 25,955,168 26,029,005 26,135,672 0. 35% 26,039,948 90,252 

SFA 217,975,710 227,891,123 237,087,075 4. 38% 227,651,303 9,555,683 

TSU 248,675,531 273,941,554 266,006,766 3. 48% 262,874,617 8,665,618 

TTU 215,710,328 217,372,281 245,432,350 6. 89% 226,171,653 14,861,011 

Angelo 40,246,096 40,498,037 43,598,871 4. 17% 41,447,668 1,676,388 

TWU 78,178,228 79,302,689 84,021,060 3. 74% 80,500,659 2,921,416 
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Lamar 86,886,263 92,020,435 100,974,614 8. 11% 93,293,771 7,044,176 

Sam Houston 238,631,354 263,966,714 277,559,063 8. 16% 260,052,377 19,463,855 

TXST 443,353,765 495,560,807 524,125,100 9. 11% 487,679,891 40,385,668 

Sul Ross 2,047,669 2,414,116 2,302,500 6. 22% 2,254,762 127,416 

 
 With the data set established, the research questions can be addressed. Not only do the 

37 public four-year institutions need to address at-risk and not-at-risk graduation rates, they also 

must increase the number of graduates by 14,117 per year, every year to achieve the goals of 

60x30TX. The general questions underlying the goals are these: Are there financial allocations 

in place to support the goals? Then, do the goals award benefits or place burdens on the 

institutions? The model the GAIFAC (2015) proposed was one that would provide equity 

among the institutions. To what extent will this apply?  These questions lead to specific research 

questions and results of data analysis.  

It must be noted, though, that the results of the analyses only included data based on 

guidelines provided by the GAIFAC, 60x30TX, and the Texas Higher Education Coordinating 

Board. No calculations were conducted for additional revenue and that might be associated with 

student fees, auxiliary sources, or traditional funding formulas from retaining students and 

increasing enrollments for degree completion.  

Results 

The Texas Higher Education Coordinating Board was charged by state legislation to 

develop a funding plan to meet the graduation goals of state’s higher education strategic plan: 

60x30TX. Although the GAIFAC (2015) provided extensive analyses based on three year 

trends for funding for the 2018-2019 biennium, further analyses were needed to evaluate 

whether this model would benefit or burden institutions through 2030. As such, the following 

research questions were developed.  
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 1. What is the relationship of anticipated performance-based funding to institutional 

expenses to conform to House Bill 9? 

 2. Which of the 37 Texas four-year institutions benefit from performance-based 

funding? 

3. Which of the 37 Texas four-year institutions are burdened from performance-based 

funding? 

 Research question one looked at the relationship of anticipated performance-based 

funding to institutional expenses to conform to House Bill 9. Due to incomplete data from the 

THECB, 31 institutions were used to address the research question. Institutions not included 

are University of Texas Brownsville, Texas A&M University-Central, Texas A&M University-

San Antonio, Texas A&M University-Texarkana, University of Houston-Victoria and University 

of North Texas- Dallas. The results showed a two-part approach to the analysis. Not only did 

the GAIFAC (2015) propose bonus dollars based on graduation rates for all 37 institutions with 

at-risk and not-at risk students ($100,000,000 per year limit for 37 institutions), it also 

recommended the state legislature allocate $469,300,000 a year for general academic, 

operations and teaching, and space (GAOTS). Thus, the results are two-pronged: (a) funding to 

expense relationship with bonus dollars only; and (b) funding to expense relationship with 

bonus dollars plus GAOTS.  

 Understanding the relationship of performance-based funding to expenses requires 

information from institution’s operating budgets. Using a three-year average, data from the 31 

institutions shows an average operating budget of $8,288,330,226 annually. However, if 

institutions increase graduation rates, there are additional bonus dollars and costs. This reduces 

the operating budget to $6,899,181,509 when growth is added to achieve 60x30TX. When 
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GAOTS are added, the operating budget plus bonus dollars minus costs to graduate students, 

including additional growth numbers needed to achieve 60x30TX, the operating budget 

increases to $7,354,402,509. Initially, the 31 institutions will have to account for $933,927,717 

from their budgets in order to begin to meet 60x30TX. However, if calculated from 2020 

through 2030, the numbers can be more positive. For example, operating budgets plus bonus 

dollars and GAOTS show the 31 institutions will have $4,552,210,000 additional funds to assist 

with achieving 60x30TX. This is a 6.2% increase in funding. If institutions have to rely on 

bonus dollars alone, they lose $1,985,504,320 resulting in a 2.8% loss. In other words, it would 

cost them more money to graduate more students than what the state would allocate in bonus 

dollars. Table 7 shows a summary of the data.  

Table 7 

The Relationship of Anticipated Performance-Based Funding to Institutional Expenses Per 

Year, N = 31 Four-Year Institutions 

 
Operating 

Budget 
Operating Budget + 
Bonus $ - Constant 

Costs 

Operating Budget + Bonus 
$ - Constant Costs & 

Additional Costs 

Operating Budget + 
Bonus $ + GAOTS - 

Constant Costs & 
Additional Costs 

$8. 3 B $7. 1 B $6. 9 B $7. 4 B 
    

Loss  ($1. 4 B) ($933 M) 
Gain  $0 $0 

    
2020-2030    

Loss  ($2 B; -2. 8%)  
Gain   $4. 5 B; 6. 2%  

 
 Based on the GAIFAC (2015) recommendations, the relationship of performance-based 

funding to institutional expenses to graduate students is either promising or imposing. If general 

academic, operations and teaching, and space (GAOTS) allocations are made through 2030, 

institutions are rewarded through performance-based funding ($4.5 billion support). If they have 
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to rely on bonus dollars only, they will have to reallocate funding from their current budgets on 

each campus to subsidize ($2 billion) the state’s strategic plan to achieve 60x30TX graduation 

goals at the bachelor’s degree level. This leads to the second research question.  

 Research question two examined which of the 37 public, four-year institutions would 

benefit from performance-based funding. Due to incomplete data from various sources, 31 

institutions were used to address the research question. Benefit was established by ranking the 

institutions by percent of increase in operating budget based on operating budget plus bonus 

dollars minus additional costs to graduate students according to growth projections compared to 

operating budget plus bonus dollars plus general academic, operations and teaching, and space 

allocations minus additional costs to graduate students according to growth projections to meet 

60x30TX goals at the bachelor’s degree level. The growth ranges from a low of 1.82% at Texas 

Southern University to a high of 23.43% at the University of Texas-Rio Grande Valley. Table 8 

provides a summary of the rankings.  

Table 8 

Four-Year Institutions Benefit from Performance-Based Funding Ranked by Percentage 

Change of Funding Growth, N = 31 Institutions 

Institutions Operating 
Budget+Bonus-Add'l 
Cost w/Growth 

Operating 
Budget+Bonus+GAOTS-
Add'l Cost w/Growth 

Percent 
Change 

UT-Rio Grande Valley $64,424,626 $84,135,226 23. 43 

Angelo State University $22,133,779 $27,765,379 20. 28 

UT-Tyler $29,199,844  $35,300,744 17. 28 

U Houston-Downtown $65,298,076 $77,499,876 15. 74 

Texas Tech University $150,387,129 $177,137,229 15. 10 

Texas Women’s University $58,731,544 $69,056,144  14. 95 

University of Houston $183,044,043 $213,548,543 14. 28 

UT-Permian Basin $17,005,176 $19,820,976 14. 21 

UT-Arlington $232,776,645 $265,627,645 12. 37 
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Lamar  $62,264,563 $69,773,363 10. 76 

UT-San Antonio $219,626,146 $243,091,146 9. 65 

UT-El Paso $170,423,312 $186,848,812 8. 79 

Tarleton $121,371,816 $130,757,816 7. 18 

Midwestern $74,730,846 $80,362,446 7. 01 

UH-Clearlake $87,560,283 $94,130,483 6. 98 

Sam Houston $224,435,625 $240,861,125 6. 82 

TXST $406,676,692 $436,242,592 6. 78 

WTAMU $107,167,591 $114,207,091 6. 16 

TAMU-Commerce  $124,340,253 $131,849,053 5. 69 

UT-Dallas $257,990,413 $272,069,413 5. 17 

TAMU-International  $87,041,446 $91,734,446 5. 12 

Sul Ross $17,540,448 $18,479,048 5. 08 

TAMU-CC $143,469,106 $150,977,906 4. 97 

SFA $213,910,616 $224,235,216 4. 60 

TAMU $1,148,006,331 $1,195,874,931 4. 00 

TAMU-Kingsville $115,063,259 $119,756,259 3. 92 

UNT $797,914,170 $828,887,970 3. 74 

Prairie View  $140,257,395 $145,419,695 3. 55 

UT-Austin $1,280,314,626 $1,327,244,626 3. 54 

TAMU-Galveston $47,717,495 $49,125,395 2. 87 

Texas Southern University $228,358,215 $232,581,915 1. 82 

 

 The GAIFAC (2015) established performance-based funding criteria based on student 

at-risk and not-at-risk status. They calculated costs according to each institution’s characteristics 

and setting. How performance-based funding is allocated, though, is not as simple as assigning 

funding to student status then deducting costs. To determine which institutions benefit the most, 

the process must also consider operating budgets, percent of at-risk and not-at-risk students on 

each campus, and projected growth proportionate to each campus in graduation numbers for 

both at-risk and not-at-risk students. Given those variables, some institutions stand to benefit far 
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more than others as seen in Table 7 above. However, that ranking does not consider which 

institutions benefit in relation to its burdens. Research question three addressed that issue.  

 Research question three assessed how the 37 Texas four-year institutions were burdened 

from performance-based funding. Due to incomplete data from various sources, 31 institutions 

were used to address the research question. Burden was determined by percentage of loss of 

revenue by achieving 60x30TX graduation goals from years 2020 through 2030 according to 

institutions receiving only bonus dollars. Table 9 provides a summary of the results.  

Table 9 

Four-Year Institutions Benefit Burden from Performance-Based Funding, N = 31 Institutions 

Institutions Constant 
Operating 
Budget with no 
Bonus Dollars or 
GAOTS 

Constant Additional 
Benefit to the 
Institution w/Bonus 
Dollars & GAOTS-
Total 2020-2030 
(just benefits-no 
operating budget) 

Percent 
Benefit 

Constant 
Additional Burden 
to the Institution 
w/out GAOTS-
Total 2020-2030 
(just burdens-no 
operating budget) 

Percent 

Burden 

Total 
Percent 
Spread 

UT-Rio Grande Valley $123,553,668 $197,106,000 23. 43 $86,278,320 (11. 81) 35. 24 

Angelo State University $41,447,680 $56,316,000 20. 28 $27,866,540 (11. 18) 31. 46 

U Houston-Downtown $110,290,021 $122,018,000 15. 74 $64,047,590 (8. 93) 24. 67 

UT-Tyler $45,608,014 $61,009,000 17. 28 $23,986,890 (7. 59) 24. 87 

UT-Permian Basin $26,007526 $28,158,000 14. 21 $12,256,460 (6. 72) 20. 93 

University of Houston $274,520,783 $305,045,000 14. 28 $131,471,550 (6. 70) 20. 98 

Texas Tech University $226,171,653 $267,501,000 15. 10 $106,824,780 (6. 63) 21. 73 

Lamar $93,293,771 $75,088,000 10. 76 $44,046,360 (6. 61) 17. 37 

UT-Arlington $337,321,370 $328,510,000 12. 37 $150,002,750 (6. 05) 18. 42 

Texas Women’s University $80,500,659 $103,246,000 14. 95 $32,362,070 (5. 22) 20. 17 

UT-San Antonio $293,806,450 $234,650,000 9. 65 $108,420,040 (4. 70) 14. 35 

UT-El Paso $222,465,090 $164,255,000 8. 79 $75,032,180 (4. 22) 13. 01 

Midwestern $96,109,782 $56,316,000 7. 01 $30,806,000 (3. 96) 10. 97 

Sul Ross $23,077,402 $9,386,000 5. 08 $7,213,520 (3. 95) 9. 03 

TAMU-Commerce $152,714,084 $75,088,000 5. 69 $39,425,690 (3. 07) 8. 76 

WTAMU $129,595,219 $70,395,000 6. 16 $32,125,880 (2. 91) 9. 07 

Tarleton $145,158,655 $93,860,000 7. 18 $33,942,860 (2. 72) 9. 90 

Prairie View  $167,974,520 $51,623,000 3. 55 $38,768,800 (2. 69) 6. 24 

UT-Dallas $305,903,698 $140,790,000 5. 17 $68,204,540 (2. 58) 7. 75 

TAMU-International  $100,908,324 $46,930,000 5. 12 $20,672,550 (2. 32) 7. 44 

TXST $472,261,374 $295,659,000 6. 78 $95,658,640 (2. 30) 9. 08 

Sam Houston $260,052,377 $164,255,000 6. 82 $52,516,880 (2. 29) 9. 11 

TAMU-CC $165,841,644 $75,088,000 4. 97 $31,543,070 (2. 25) 7. 12 

Texas Southern University $262,874,617 $42,237,000 1. 82 $49,054,990 (2. 10) 3. 92 

UT-Austin $1,471,691,469 $469,300,000 3. 54 $265,130,090 (2. 03) 5. 57 
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TAMU-Kingsville $132,343,329 $46,930,000 3. 92 $23,777,700 (2. 02) 5. 94 

SFA $244,317,969 $103,246,000 4. 60 $43,021,550 (1. 97) 6. 57 

TAMU-Galveston $54,699,758 $14,079,000 2. 87 $8,560,380 (1. 76) 4. 63 

UNT $877,823,418 $309,738,000 3. 74 $115,481,100 (1. 43) 5. 17 

TAMU-College Station $1,258,323,390 $478,686,000 4. 00 $159,635,520 (1. 37) 5. 37 

UH-Clear Lake  $91,672,512 $65,702,000 6. 98 $7,369,030 (. 83) 7. 81 

 

Table 9 is clear with its data. Without GAOTS every institution would be financially 

burdened. Performance-based bonus dollars alone will not compensate for the additional costs 

each institution incurs to meet 60x30TX goals. On the high end, the University of Texas-Rio 

Grande Valley would suffer an 11.8% burden to its operating budget. This means it would have 

to account for an $8.6 million shortfall each year for 10 years (2020 through 2030). On the low 

end, the University of Houston would suffer a .83% burden to its budget, which is an additional 

expense of $736,900 each year for 10 years. Other institutions may have higher dollar amounts, 

such as the two flagship institutions, but proportionately the percentages are lower (UT-Austin, 

2.03%, $26.5 million a year; TAMU-College Station, 1.37%, $16 million a year). 

The data showed the institutions are in a precarious position. The state is mandating 

funding for performance-based outcomes as an incentive to contribute to 60x30TX. From a 

Theory of Economic Regulation perspective (Stigler, 1971), institutions only benefit when both 

bonus dollars and GAOTS are allocated. If only bonus dollars are allocated, institutions are 

burdened. The results are even more ominous if operating budgets remain constant and there is 

no additional funding for growth in graduation rates. However, institutions could benefit if they 

adhere to their current practices of retention and approaches to graduation without participating 

in a performance-based funding model. Since H. B 9 is law, there is not an option not to 

participate. The next section relates the importance of the analysis.  
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Discussion 

The Texas state legislature through House Bill 9 is requiring the state’s 37, four-year 

institutions to implement performance-based funding. Allocations for bonus dollars 

(performance-based funding) and general academic, operations and teaching, and space, and 

costs have been projected for the 2018-2019 biennium based on reports from the Texas Higher 

Education Coordinating Board. In the meantime, the Texas Higher Education Strategic Planning 

Committee released a new strategic plan titled 60x30TX which give degree and certificate 

projections through 2030. However, no previous analyses have been conducted to examine how 

those allocations and costs affect the state’s 37 four-year institutions through the year 2030 in 

accordance with 60x30TX bachelor’s degree completion rate expectations. This research 

examined those allocations and costs and found the results to be beneficial under one funding 

model and burdensome under another model.  

According to Stigler’s (1971) Theory of Economic Regulation, it explains who receives 

benefits and who are burdened from regulations. House Bill 9 requires a performance-based 

funding approach to its 37, public four-year institutions. Some may benefit more than others and 

some may be burdened more than others.  

 The General Academic Institutions Formula Advisory Committee (GAIFAC) calculated 

performance-based funding based on three-year graduation rates and costs unique to each 

institution. The GAIFAC sought to provide financial benefits to each institution. However, over 

a 10-year period the formulas do not account for growth projections from 60x30TX. Looking at 

the outcomes through Stigler’s (1971) Theory of Economic Regulation benefits and burdens 

gives a fuller perspective of the GAIFAC intent.  
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 Stigler’s (1971) theory relates four benefits. The first benefit has to do with policy 

control over subsidies. The premise being that any group positioned to influence how power is 

used can benefit. In Texas, there is growing public concern over the production of an educated 

workforce. In response, policy makers have charged the higher education regulation authority in 

Texas, THECB, with implementing H.B. 9 and developing a Graduation Bonus model that 

offers the financial incentives necessary to achieve the goals of the 60x30TX plan. This model 

provides fiscal motivation to public institutions of higher education in obtaining additional 

revenue for meeting state goals.   

 The second benefit is control over new rivals. Traditionally, public institutions of higher 

education would lobby for increases in funding only to have other public institutions compete 

for the same funds. However, the Graduation Bonus model approach imposes price controls 

eliminating competition over a limited pool of funds between institutions.  

 The third benefit (Stigler, 1971) is control over support products and services. The state 

of Texas charged THECB with revising the metrics associated with H.B. 9 that institutions will 

be required to meet to receive funding incentives. By establishing the conditions in which 

institutions will receive bonus funding places the State is in control. Notably, the 2016 strategy 

is a transposition from the original metrics introduced in 2011. The new strategy reflects a 

supplementary incentive-based structure whereas the initial metric structure was punitive in 

nature and penalized institutions for not meeting performance measures.  

 The fourth benefit is control over fixed pricing. The recommendation made by GAIFAC 

for general academic institutions is to fund universities through a new Graduation Bonus 

formula, $600 for each bachelor’s degree awarded to a student who is not at-risk and $1,200 for 

each bachelor’s degree awarded to an at-risk student (THECB, 2016). This fixed price 
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configuration commits the THECB to the equitable distribution of appropriations to all 

institutions.  

Stigler’s (1971) theory also relates two burdens. The first burden is collateral damage. 

The implementation of the 60x30TX plan comes at no additional cost to the state but without 

careful consideration of funding allocations and the differences in institutional missions and the 

diversity of students they serve, the higher education community will suffer, particularly the 

number of at-risk student populations on each respective campus. If allotments from both the 

bonus model and GAOTS are not provided, colleges and universities will be required to redirect 

funding from their individual operating budgets to offset the costs of meeting the 60x30TX 

goals. The greatest financial hardship will be felt by regional institutions with less resources and 

smaller operating budgets than the flagship institutions.  

The second burden is that policy makers’ views do not always reflect stakeholder’s 

views, which tend to be negative (Stigler, 1971). The evolution of performance-based funding 

in Texas stems from public concerns over accountability in higher education. However, many 

administrators at colleges and universities believe performance-based funding initiatives 

encourage competition rather than collaboration and reduce the academic rigor of a 

postsecondary degree (BLS, 2016). 

Implications 

 There are several implications to the implementation of H.B. 9. First, all institutions 

stand to gain or lose. However, overall, the regional system institutions stand to gain and lose 

the most whereas flagship institutions stand to gain and lose the least. For example, the percent 

of burden is greater at each of the seven regional institutions in the University of Texas system 

than at the system flagship institution, UT-Austin. Likewise, the percent of burden is greater at 
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each of the six regional institutions in the Texas A&M University system than at the system 

flagship institution, TAMU-College Station. Ultimately, if general academic, operations and 

teaching, and space (GAOTS) allocations are provided, institutions will be positively 

incentivized through performance-based funding. If they have to rely on Graduation Bonus 

dollars alone, each institution will need to reallocate funding from their current operating 

budgets to subsidize the cost to achieve the goals of the 60x30TX strategic plan.  

 A second implication relates to the primary objective of the 60x30TX plan to raise the 

percentage of the younger adult population in Texas with a postsecondary education. More 

specifically, the goal is that by 2030, at least 60% of Texans ages 25-34 will have a 

postsecondary credential or degree (THECB, 2016). The successful implementation of H.B. 9 

means many more students will not only need access to higher education, they must succeed in 

completing their college degree. The undergraduate enrollment in the United States has more 

than doubled since 2009 while completion rates have been virtually unchanged (Complete 

College America, 2016). For this reason, colleges and universities in Texas will need to take 

bold action to implement systemic reforms and implement evidence based student success 

strategies such as co-requisite remediation, structured scheduling, and guided pathways. 

Institutions will need to be intentional about developing strategies that significantly improve 

student success, uncovering barriers and enablers to degree and credential attainment as well as 

to understanding factors that enable student success.  

 A third implication relates to serving a new generation of college students. The current 

pipeline of students approaching college age is dramatically different from what it was a 

generation ago (Kelchen & Stedrak, 2016). Yesterday’s nontraditional student is today’s 

traditional student yet the higher education system continues to operate the same as before. 
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According to the U.S. Department of Education’s National Center for Education Statistics 

(2016), 45% of public high school graduates are projected to be non-white, first generation and 

low-income. The 60x30TX plan seeks to produce 550,000 credentials by 2030 (THECB, 2016). 

Reaching a goal of this magnitude will require institutions to rethink student success strategies 

especially with regard to nontraditional and economically disadvantaged students that make up 

the majority of the student population at public comprehensive colleges and universities in 

Texas. In this new era, student success and institutional success are inseparable. To better serve 

the new majority of students, institutional transformation will be critical in succeeding in 

meeting the goals of the 60x30TX.  

Recommendations 

Performance-based funding approaches change funding philosophies. No longer can 

legislatures allocate funds from budget year to budget year based on enrollment formulas. They 

must have a long term strategy that is not only consistent with the State’s strategic plan but also 

contributes to the capacity of each institution for achieving the goals of the strategic plan. 

Effective performance-based funding models should reflect core values, public goals, respect 

institutional missions, and monitor student progression. Policy makers need to clearly define 

and disseminate state-level priorities and engage all stakeholders and consider unique 

institutional characteristics that impact performance-based funding outcomes.  

Using indicators that measure both progress and completion will be critical to the 

success of performance-based funding at the institutional level. The performance-based funding 

model supporting the 60x30TX plan emphasizes only completion metrics, such as graduation 

rates, which creates unequitable and inflexible targets for colleges and universities that serve a 

regionally diverse set of at-risk students. Focusing on completion metrics alone could 
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discourage institutions from developing student support programs that advance individual 

student progress such as retention, time to degree, course completion and credit attainment 

rates.  

Clearly communicating the goals of performance-based funding initiatives to all 

stakeholders, including institutions of higher education, will advance the outcomes of 

performance-based funding. Detailed, descriptive communication is critical to attaining buy-in 

to performance-based funding as students, faculty and staff are integral to the process of 

responding to new funding mandates (Dougherty & Reddy, 2011; Harnisch, 2011; Miao, 2011).  

Future Research 

The findings of this study on performance-based funding in Texas have led to the 

identification of needs for future research. First, longitudinal studies need to be conducted to 

examine the effects of performance-based funding on regional comprehensive institutions. 

Researchers need to look at the financial impact performance dollars have on individual 

institutions, the influence it has on student success measures, and how these compare across 

institutions. Incorporating individual institutional growth projections and operating budgets into 

funding models will result in a more sustainable performance-based funding model.  

Second, a quantitative analysis ensures performance-based funding models adequately 

incentivize all institutions. Instead of implementing a “one size fits all” standard, policy makers 

need to consider flexibility within the formula to address differences in institutional regions, 

student demographics, missions and capacities. Declining state resources to postsecondary 

institutions must be factored into what these colleges and universities are capable of doing.  

Third, adequate funding is necessary to effectively achieve cross campus buy-in and 

enact change in institutional behavior. Performance-based funding models would be more 



 

 

72 
 

effective if funding was allocated based on each institution’s budget as opposed to supplemental 

funding that does not consider campus culture, at-risk student populations, or fiscal conditions. 

Policy makers need to consider the resource environments on each campus and identify ways to 

support the growth and sustainability of student success programs.  

Summary 

 As Texas prepares to implement performance-based funding, information examined 

recent funding policies with revised incentives that could reposition colleges and universities 

based on cost, benefits, burden and equity of distribution. The introduction of 60x30TX 

strategic plan by a newly established strategic planning committee was founded on the critical 

need for an educated Texas workforce and sets the stage for the acceleration of postsecondary 

credential production aiming to award 2.7 million certificates or degrees by 2030. The goal of 

the 60x30TX plan is for Texas higher education to have 60% of young adults, ages 25 to 34, 

complete some form of higher education by 2030. Therefore, funding models have been 

redesigned to incentivize the 37 public, four-year institutions in Texas that reflect the 60x30TX 

plan where bonus dollars are awarded to institutions graduating the largest number of at-risk 

students. Yet no information was provided on how such funding incentives would benefit or 

burden colleges and universities with varying intuitional capacities, operating budgets, or 

annual growth trajectories.  

Some of the changes resulting from the new funding model could take time to reveal 

actual outcomes, both because the policies institutions put in place to respond to performance 

funding require a number of years to reach their full impact, and because there is a lag in data 

availability that would allow for comparison with other states that do not use performance 

funding (Jonson & Yanagiura, 2016). The analysis conducted in this chapter reveals many 
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colleges and universities do not have the resources to develop programs tied to the 60x30TX 

plan objectives receiving bonus dollars alone and will suffer serious disadvantages. If the state 

legislature approves the recommendation to award the general academic, operations and 

teaching, and space (GAOTS) allocations are made through 2030, institutions will be positively 

incentivized through performance-based funding. Essentially, the new funding model will work 

if discretionary funding is provided, however, if it is not, it could cost institutions of higher 

education in Texas over 2 billion dollars from 2020 to 2030.  
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CHAPTER V 

DISCUSSION 

Introduction 

 Performance-based funding is not a new idea in higher education finance but it is new to 

Texas. For the past three legislative sessions, policy makers in Texas have been working to 

transform funding to higher education from formula funding based on student enrollment to 

formula funding that creates fiscal incentives for institutions to increase student attainment. By 

January of 2018, a new performance-based funding model for Texas state-supported public 

higher education institutions will be fully operational. This dissertation was developed in three 

phases covering a four-year period of assessment on the progress Texas has made toward the 

implementation performance-based funding.  

Phase One  

Phase one examined the “major aspects and driving forces to performance based funding 

as it changes the paradigm of how colleges and universities receive public funding” (Ellis & 

Bowden, p.  942). This study began in 2013 when the 83rd Texas Legislature signed into law 

the Performance-Based Funding Act mandating up to 10% of funding to public universities will 

be based on a performance model developed by the Texas Higher Education Coordinating 

Board. In many ways, H.B. 9 was a response to a series of federal reports and legislation that 

introduced the theory of neoliberalism to higher education (Ellis & Bowden). The more the 

American education system was seen as a failing venture, the more accountability was 

demanded such as increased access, affordability, quality, and accountability by institutions of 

higher education. The neoliberalism approach provided the groundwork for the rise of 

performance-based funding by linking performance to economic benefits in the United States.  
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 Traditional funding formulas that once allocated fund to institutions based primarily on 

student enrollment now cease to exist in Texas. The first performance-based model emerged in 

its place targeting institutional accountability and improving the state’s educational outcomes 

aligned with the state’s educational goals and economic needs. The model was built on the 

premise of incentivizing institutions to produce graduates in critical fields that directly support 

the needs of the state such as math, science, technology, and engineering. Specifically, 

legislation redirected 10% of the state’s enrollment driven funding for allocation to universities 

based on specific standards, such as total undergraduate degrees, time to degree, institutional 

mission factor, cost-to-degree, critical fields factor (Science, Technology, Engineering, and 

Mathematics—STEM and STEM related), at-risk factor and six-year graduation rates (THECB, 

2011). The new model provided incentives for formula funding by means of progress indicators, 

including weighted metrics, such as number of bachelor degrees awarded, bachelor degrees 

awarded in STEM related fields, and bachelor degrees awarded to at-risk students.  

Implications for the first performance-based model related to the lack of evidence the new 

model would meet the needs of the state, the economy, or the students. Furthermore, the metrics 

were indicative of unequitable distribution of funding to regional institutions lacking the 

resources needed to meet the new performance measures hence rewarded flagship institutions 

and penalized the regional institutions.  

Phase Two  

Phase two analyzed “data from several states with similar performance-based funding 

standards to help bring to light to the possible effects H.B. 9 will have on Texas’ public” (Ellis 

& Bowden, 2015 p. 1). To examine the inequities suspected from the 2013 assessment, this 

study was conducted in 2015 that provided an equity analysis of funding distribution among 
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state universities in Texas based on performance-funding criteria. The research sought to 

evaluate whether or not the proposed performance-based model reflected the major differences 

in institutional missions, the diversity of students, or if metrics will exacerbate inequalities in 

funding to institutions in Texas.  

 The analysis was conducted by comparing metric definitions, funding distributions, 

operating budgets, and state allocations of 14 other states implementing performance-based 

funding with the proposed model in Texas. Because there was no data yet available in Texas, 

the study sought to understand the general effects of the metrics proposed in the performance 

model on institutions by converting weights into dollar amounts.   

Findings concluded that most institutions in Texas would have been required to divert 

resources from current needs toward compliance with state mandates. In addition, the 

distribution of funds to institutions in Texas would have greatly rewarded larger flagship with 

strong graduation rates and STEM programs in place. The data revealed the proposed 

performance model would have penalized smaller system institutions with limited resources in 

geographically and economically diverse regions. Results determined these smaller system 

institutions would have been left to find the resources needed to develop the academic and 

support programs needed that larger institutions already have, just to compete for performance-

based funding.      

Phase Three  

Phases one and two are complete and resulted in two peer reviewed publications. Phase 

three is a further analysis of H.B. 9. It is structured for publication as it examined critical 

changes in the reform of H.B. 9, such as state objectives, revised Texas Higher Education 

Coordinating Board metrics, and new pressure on Texas four-year institutions to comply with 
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H.B. 9. The study compared expenditures, operating budgets, and growth trajectories of public 

four-year colleges and universities to anticipate funding amounts based on the 2014 

recommendations from a newly formed strategic planning committee at THECB. Proposed 

revisions to the previous performance funding model were guided by the new 60x30TX 

strategic plan, which committed higher education institutions to graduating 60% of the 25- to 

34-year old population in Texas by 2030. With the state legislature and the higher education 

governing board at the helm of the 60x30TX plan that changed the trajectory of performance-

based funding in Texas, Stigler’s (1971) Theory of Economic Regulation was utilized to 

examine the two major elements of benefits and burdens.  

Funding incentives shifted since the initial development of metrics from H.B. 9.  

Specific standards have developed from total undergraduate degrees, time to degree, 

institutional mission factor, cost-to-degree, critical field factors like STEM to three-year average 

graduation rates of degrees awarded to at-risk students and not-at-risk students. In addition, two 

funding mechanisms are proposed. The first is bonus dollars, weighted differently for at-risk 

and not-at-risk students, awarded to institutions that increase graduation rates. The second is 

supplemental funding allocations for general academic, operations, teaching, and space. Results 

of this study concluded that graduation bonus dollars alone would not compensate for the 

additional costs each institution would incur to meet 60x30TX goals. If institutions are funded 

through the revised performance model of graduation bonus dollars alone, institutions will be 

burdened. The following research questions guided the study:  

 1. What is the relationship of anticipated performance-based funding to institutional 

expenses to conform to House Bill 9? 
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 2. Which of the 37 Texas four-year institutions benefit from performance-based 

funding? 

3. Which of the 37 Texas four-year institutions are burdened from performance-based 

funding? 

Phase one outlined funding formulas proposed by THECB in response to in H.B. 9. It 

laid the foundation for an economic model for Texas to allocate fiscal incentives for higher 

education institutions raising questions about inequitable distribution and unfair advantages for 

some institutions over others. It exposed a performance paradox in which states demanded 

performance, yet did not adequately fund smaller institutions to address institutional 

performance. Phase two resulted in a funding analysis that compared performance-funding data 

from institutions across the United States with data from similar institutions in Texas. The 

analysis confirmed suspicions of inequities from H.B. 9, specifically for regional institutions 

smaller in size and capacity. In 2015, Texas introduced the new 60x30TX strategic plan for 

higher education, causing THECB to abandoned the original performance-based funding model 

and develop a new model for incentivizing institutions to align with the new plan. This charge 

was led by a newly formed committee, the GAIFAC, within the THECB. This provided the 

purpose of phase three in examining important factors influencing the benefits versus burdens 

related to the new performance funding model.  

Phase three findings concluded with multiple considerations that directly influence the 

success or failure of the implementation of performance-based funding. First, if legislation ties 

state funding to graduation bonus dollars only, institutions will be forced to reallocate funding 

from their current operating budgets to subsidize the additional $2 billion needed to achieve the 

goals of the 60x30TX strategic plan. Though institutions would be adequately rewarded with 
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$4.5 billion in incentives if legislation accepts the recommendation from the THECB to allocate 

GAOTS funding through 2030, no commitment has been made by legislation to allocate 

GAOTS funding, either short-term or long-term. Without a long-term commitment to adequate 

performance-based funding, institutions are left to assume the costs of meeting the attainment 

goals of the 60x30TX strategic plan.  

Second, the performance model neglected to calculate costs according to each 

institutional operating budget or projected growth specific to each institution. Data showed that 

without GAOTS funding, all institutions in Texas are financially burdened by performance-

based funding with smaller regional institutions being the hardest hit as opposed to larger 

flagship institutions. Essentially, no consideration for institutional expenses to meet the goals of 

60x30TX is identified in the current state performance-based funding model. Furthermore, 

sufficient fiscal support for institutions to achieve credential attainment goals is insufficient. 

The most common theme found in the evaluations of higher education performance-based 

funding is that low-resources colleges and universities struggle to meet performance goals 

(Hillman, 2016). The recommendation made by GAIFAC for general academic institutions is to 

fund universities through a new Graduation Bonus formula, $600 for each bachelor’s degree 

awarded to a student who is not-at-risk and $1,200 for each bachelor’s degree awarded to an at-

risk student (THECB, 2016). Though data were provided by the GAIFAC to show the three-

year averages of graduation bonus dollars for institutions graduating at-risk students, data were 

not provided to show cost for additional campus growth over time or for increased numbers of 

students needed to meet 60x30TX outcomes.  

Third, by only incentivizing institutions to graduate at-risk students, the legislature, the 

THECB, and the GAIFAC neglected to incorporate incentives that encourage or support low-
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performing institutions to improve. In higher education, it is likely that institutions already 

performing well will have the resources necessary to respond and adapt to the performance 

demand (Snyder, 2015). Those with the least resources will struggle to respond, if they do not 

have the experience or financial capability to adopt or implement new retention and completion 

initiatives (Hillman, 2016).   

Fourth, funding incentives are insufficient for institutional growth. The 60x30TX plan 

has committed higher education to graduate at least 550,000 students by 2030, with certificates, 

associate’s, bachelor’s, and graduate degrees. In addition, the plan calls for significant increases 

to graduation rates of traditionally underrepresented students, such as first-generation, low-

income, and students of color. To support this goal, the performance funding model weighs at-

risk students higher than not-at-risk students to incentivize institutions to focus on the new 

critical mass of traditionally underserved students entering college. However, the funding is 

insufficient to strengthen the capacity and expansion and programming needed for institutions 

to integrate support initiatives that foster student success for this target population. New models 

of student success must address issues related to characterizing the diverse nature of students 

who are entering higher education today. The 60x30TX plan does not provide support for 

transitioning institutions away from programs developed for a homogenous student base. It is 

impossible to think that a single mega-model can account for everything related to the success 

of a diverse group of students entering college today (Anderson, 2014).  The basic institutional 

structure and outdated delivery methods need to change in order meet the needs of traditionally 

underserved students. Figure 5 provides a summary of benefit versus burden.  
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Figure 5, Four-Year Institutions Benefit Burden from Performance-Based Funding 

Fifth, the plan emphasizes the value of higher education relative to the workforce by 

committing institutions to graduating students with identified marketable skills. To achieve this 

goal, the plan calls for the expansion of programs, such as co-requisite remediation, 

competency-based courses, and developmental education. For institutions to achieve the 

workforce readiness demands in the 60x30TX plan, institutions will be required to hire more 

personnel, find additional space, provide specialized faculty development opportunities, revise 

curriculum and supply the technology needed for students to be effectively prepared to succeed 

in college and secure jobs in an increasingly competitive and dynamic workforce. Currently, 
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there are no specific industry targets identified in the plan. A new survey from the Pew 

Research Institute (2016) indicates 50% of employers believe education is the major factor in 

the ability to achieve student success, and 72% believe that training and credentialing is the 

responsibility of higher education. The 60x30TX plan will need to identify more specifically the 

workforce demands in Texas, collaborate directly with intuitions as well as industry leaders to 

develop credentialing programs to ensure institutions, industry and students are prepared to 

enter the workforce. 

    Implications 

Performance-based funding appears to be a basic concept but it has complex processes 

and procedures. In basic terms, incentives are provided to induce particular outcomes. For 

example, the state would provide institutions with $1,200 per at-risk student who graduated 

with a bachelor’s degree. The reality is, though, much more complex. For instance, there has to 

be an infrastructure already in place or being implemented to meet the demands of increased 

enrollments. The implications for performance-based funding in Texas address many of those 

complexities.  

First, institutions need to build institutional capacity that supports student success. 

Colleges and universities that have more financial capacity are in the best position to serve 

students well as funding per student is one of the strongest predictors of college graduation 

(Bound, 2012). As states divest from public higher education, they shift the financial 

responsibility onto students in the form of higher tuition. Rather than stemming this tide, 

performance-based funding may actually reinforce this race to the bottom in that colleges that 

have the greatest capacity are those that will be most likely to perform well (Hillman, 2016). If 

this occurs to a high extent, financial incentives will be a blunt policy instrument not well 
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designed for improving college completions. Instead, states should focus on building the 

resource capacity of the lowest-performing colleges and then allocate funds according to 

performance-oriented needs (Hillman, 2016).  

Second, colleges and universities must integrate a need-based funding system to level 

the playing field. A need-based funding model for colleges and universities would target 

resources to institutions serving the most underrepresented student populations (Gerrish, 2015). 

The problem with college completion is not where elite or highly selective colleges are under-

performing, but rather campus resources are insufficient in many of the public institutions 

where low-income, working class, and racial/ethnic minority students attend (Hearn, 2015). 

Building institutional capacity to better serve such students would be a more effective and 

promising way to increase college completion. The 60x30TX performance-based funding 

incorporated diversity (i.e. at-risk students) into their funding models, but this is likely 

insufficient, if diversity and equity is not at the forefront of the funding conversation. 

By prioritizing equity, rather than embedding it within a funding formula, states will be in a 

better position to improve educational outcomes (Hillman, 2016).  

Third, there needs to be a long-term funding philosophy in higher education. As the 

major stakeholders of performance-based funding build the plan to incentivize institutions to 

implement programs focused on increasing graduation rates over time, it is important that policy 

and decision makers within the THECB come together to build a long-term funding model that 

provides sustainability to institutions. If change is expected at the institutional level, so too 

should those expectations be in place legislatively to provide long-term funding initiatives for 

higher education. Traditional biennium budgeting should be replaced with a more durable 

model beyond the biennium.  
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Fourth, institutions need to remain fiscally prepared to sustain student support programs. 

As institutions prepare for the implementation of H.B. 9 in the 2018-2019 biennium, there is not 

yet any indication from THECB where funding incentives will be allocated past 2018-2019. 

Presidents and CFO’s should plan to set aside funding to meet the 60x30TX goals without 

legislative funding commitments. With the potential of a $2 billion shortfall, H.B. 9 could 

plunge Texas’ public institutions into retrenchment. According to McKnight, Paugh, Waltz, and 

McKnight (2015), the higher education environment is now framed in business strategies and 

practices to where there is a focus on “the reduction or elimination of unprofitable programs, 

services or products” (p. 67). This could mean significant and drastic cut-backs. Campuses 

could expect a hiring freeze with many vacancies never filled. Pay increases could cease. 

Intense pressure may be put on campus communities for increased enrollments, higher faculty 

to student ratios, fund raising efforts for every unit, more external research funding, less money 

for travel, higher student fees, and fewer employee benefits.     

Fifth, policymakers need to consider the implications of student debt for traditionally 

underserved students. Students designated as at-risk, who need financial aid the most, are the 

ones who incur the most college debt. Today the majority of all minority college students at 

four-year public institutions rely on grants and loans to pay tuition. Americans now hold $1.2 

trillion in student debt (Quinton, 2015). According to the Urban Institute (2016), first-

generation, low income, and students of color borrow more frequently to earn bachelor’s 

degrees, even at public schools. To meet the attainment rates focused on at-risk students 

outlined in the 60x30TX plan, policy makers should consider leveraging federal dollars to bring 

down the cost of college. Additionally, institutions will need to build programs that provide 
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financial education programs and increase financial aid packages to help students make better 

decisions before they take out loans.  

 Sixth, policymakers and institutions alike need to consider the implications of legislative 

exemptions that drain already restricted state resources, such as the Hazelwood Act. The 

Hazelwood Act is a state of Texas benefit that provides qualified Veterans, spouses, and 

dependent children with an education benefit of up to 150 hours of tuition exemption, including 

most fee charges, at public institutions of higher education in Texas. Essentially, the Hazelwood 

Act allows for children of veterans in Texas to go to college for free. The Hazelwood Act has 

already cost institutions nearly $180 million since 2009 with little help from the state (Cawton, 

2016). According to Chancellor Sharp of the Texas A&M System, this will cost the A&M 

institutions about $47 million in 2016. Therefore, if public four-year institutions have to 

subsidize both the $180 million from the Hazelwood Act and the $2 billion if GAOTS funding 

is not approved in the H.B. 9 proposal, institutions are enormously burdened.   

 Seventh, policymakers and institutions need to consider the long term effects of not 

graduating a greater number of students. According to the Center for American Progress (2012), 

the nation’s economy demands workers that process increasing levels of knowledge, skills, and 

abilities that are best acquired through postsecondary education.  A recent study by Georgetown 

University’s Center on Education and Workforce (2015), found that at current levels of 

production, the United States economy will have a shortfall of five million college-educated 

workers by 2020 which will have negative implications on the economic and social wellbeing of 

the nation and within the states.  
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Recommendations 

 House Bill 9 and 60x30TX are attempts by the state to incentivize institutions to become 

more productive in enrolling and graduating students from all of the state’s public institutions. 

However, the financial outcomes based on the analyses of this study, showed the possibility of 

incentives to less beneficial and more burdensome. The recommendations provide some 

directions for state and institutional considerations. 

State Support  

Policymakers in Texas overwhelmingly agree that the state needs more people with 

college degrees or other postsecondary credentials. They are very close to implementing 

performance-based funding initiatives to fulfill that goal (McLendon & Hearn, 2014). States are 

using performance-based funding to incentivize institutions to graduate more students, increase 

accountability, and communicate the goals of the state’s priorities. However, little state support 

is provided to build up resources as colleges and universities to respond to performance 

funding.  

Policymakers need to help institutions consider avenues for change. The state could 

sponsor discussions of organizational change in response to performance-based funding. By 

collectively gathering all major stakeholders, institutions would benefit from learning about 

research findings on organizational change in higher education and how H.B. 9 supports the 

goals of the 60x30TX plan for Texas. In addition, the state of Texas could create communities 

of practice, involving peer institutions in collaborating on how to improve student outcomes 

rather than competing with each other.  

State agencies need to make decisions based on data-driven studies. According to a 

Gottfried, Ikemoto, Orr, and Lemke (2011) in a report for the Institute of Educational Sciences, 
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data-driven decisions are needed at all levels of the educational system. Their study looked at 

how Arkansas, Florida, Texas, and Virginia created data systems for better decision making. 

Although states and state agencies are making advances toward data-driven policies, there is 

still a lack of capacity to use the data. It is not just a matter of having data: it has to be the right 

data, whether qualitative or quantitative. Currently, the Texas Education Agency provides data 

through a clearing house to promote data use for best practices, webinars, further research, and 

informed decisions. However, the Texas Education Agency is focused on the K-12 system. This 

same effort needs to be developed for higher education. 

There also needs to be a fundamental shift in state thinking about its educational system. 

There is a problematizing perspective of US education (Hurley, 2013). Public leaders view 

education as an industry as a problem in constant crises versus a system that consistently 

contributes to the knowledge, advancement, and economic development of the country. The 

crises mode of education promotes an accountability agenda among policy makers to establish a 

set of rigid principals to force education to conform. Therefore, policy- makers are intent on 

fixing education. Performance-based standards are the outgrowth of this mentality. Hurley 

(2013) suggested the crisis is not with educational performances but with a lack of open 

discourse. With the acceptance of applying the business model of commerce to education, 

discourse is restricted to “outcomes, targets, merit pay, bottom line, product, performance, and 

data” (p. 67). Though the concepts are not bad, the current political framework is not open to 

alternate perspectives. Since education is not purely a business, political constituents need to be 

open to a larger discourse about the purpose and direction of education. 

Institutional Change  
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Performance-based funding requires institutions to re-imagine academic, student, 

faculty, staff, and administrative engagement. To achieve the goals of the 60x30TX plan, 

institutions will be required to revamp programs to promote persistence, degree completion, job 

placement, and other performance funding objectives, as well as how campus personnel interact 

with students and each other. Specifically, consideration will be needed for developmental 

education, curricular and graduation requirements, changes to academic departments and 

academic personnel, and changes to instructional techniques. Since the 60x30TX plan relies 

heavily on reaching traditionally underrepresented populations, a business-as-usual approach to 

education will not suffice. There will need to be a greater emphasis on major societal issues, 

such as social justice and democracy. However, those involved in education do not necessarily 

interact with others who are demographically, ethnically or racially different in order to engage 

in social justice and democracy efforts. Campus officials need to be more engaged in critical 

reflection to alter current actions that dehumanize sociopolitical conditions and practices (Ross, 

2014). This requires admission policies, orientation practices, mentoring programs, pedagogy, 

course scheduling, and support services, for example, to be conducted differently. There must 

be equal chances for students, faculty, staff, administrators, and constituents to develop their 

differential abilities required for individual and collective success (Bull, 2012). 

According to a report released by Complete College America (2014), the most common 

academic change following performance-based funding adoption in the United States was the 

altering of developmental education. Institutions are lowering the number of credits required for 

a degree, enhancing course articulation, reforming developmental education and building degree 

maps. Student services efforts have been addressing issues of advising, counseling services, and 

implementing early alert systems, degree audits, and the integration of faculty into the advising 
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process (Complete College America, 2014). In Texas, the Texas Higher Education Coordinating 

Board (THECB) (Transforming Developmental Education, 2014) reported the most effective 

way to address underprepared students in Texas is through a complex process involving 

widespread change. The THECB expects colleges and universities to use extensive student 

assessments as a diagnostic profile of students according to academic subject areas, which 

comes at extensive costs to colleges and universities. The point from the THECB is for 

postsecondary institutions to meet the needs of lower academically skilled students in order to 

build their skills and create academic success for their placement in the workforce. This is the 

major goal of 60x30TX. Strong developmental courses are crucial to those outcomes. 

Currently, there is no identifiable role of performance-based funding in supporting, 

progressing, or incentivizing these initiatives for the long term. States, like Texas, have shifted 

to performance-based funding, believing that by connecting funding dollars to results provide 

incentives to pursue those results. However, studies (Dougherty & Reddy, 2011; Harnisch, 

2011; Miao, 2011) consistently show the majority of performance-based funding initiatives has 

failed more than they have succeeded. Hillman, 2016 show that tying financial incentives to 

performance-based metrics rarely results in positive outcomes or are sustained over time. 

Sustainability is difficult when standard performance metrics are applied across a multitude of 

complex institutions of varying size and structure.   

Specifically, in higher education, it is easier to count the number of students who enroll 

or graduate, but the process of moving a student successfully through a multifaceted system is 

anything but simple (Hillman, 2016). As states reduce financial support to institutions, they are 

losing ground on the resources needed to graduate students. This is because the success of 

performance-based funding is dependent upon the design of funding formulas (Klein, 2015).  
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Klein argued that there must be a seven-stage process for success: (a) state commitment; (b) 

state task force; (c) state funding priorities; (d) definitive measures for allocating; (e) data 

sources; (f) formula allocations; (g) implementation plan. Even after it is implemented, its 

effectiveness may not be understood until after a 3- to 5-year cycle. According to Klein, 

performance-based funding can be highly effective. However, as Nisar (2015) related, 

performance-based funding works well when there is an era of economic growth, such as in the 

1980s and 1990s. When there was more money, the incentives to produce performance 

outcomes helped organizational design and structure. As economic times became less 

prosperous, most states abandoned many of the practices because performance-based funding 

showed no effect (Nisar). Nevertheless, in recent years there has been a resurgence of these 

policies based on accountability ideology. However, analyses have shown most national and 

international outcomes to have limited success or no success at all (Robovsky, 2012; Nisar, 

2015; Shin, 2010; Volkwein & Tanberg, 2008).  

If the state of Texas is not going to adjust its approach to performance-based education 

or its metrics, institutions must redirect their resources. For example, many institutions across 

the nation are redirecting resources from increasing total student enrollment numbers in order to 

compensate for attrition rates toward investing in retention programs (Nisar, 2015). It is a 

gamble, but with a poor economy, limited resources, and the potential of a $2 billion loss by 

Texas’ four-year institutions, reinvestment may be the only option. One of the best options 

appears to be redirecting funds from marketing. Much of marketing efforts are on recruitment 

strategies, communications, student-institutional match, online programs, and emotional 

connections (Sarkane & Sloka, 2015). With newer, more social media savvy populations 

entering higher education as students, colleges and universities should consider less expensive 
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marketing efforts and engage in social media strategies (Mocan & Maniu, 2016). Mocan and 

Maniu found the tech-savvy generation engaged in social media. It is becoming a more effective 

way to reach prospective students. Institutional administrators should rethink their approaches 

to marketing toward cost saving venues to redirect funding for retention efforts. The answer to 

needing more college graduates is more people in college, but also much higher retention rates. 

Alternative Approaches   

By 2018, 63% of all jobs in the United States will require a college degree or certificate 

(Carnevale, 2013). The trend is expected to continue, at least in the state of Texas according to 

60x30TX. Performance-based funding is intended to help institutions achieve more college 

degrees and certificates. However, the literature (e.g., Hillman, 2015; Lee, 2015) reveals 

marginal achievement records, at best. College and university administrators should be looking 

at alternative approaches. 

First, institutions may need to be more aggressive in developing programs and 

relationships with high schools and community colleges. In 2015, H. B. 505 was signed into law 

and deals with dual credit programs. Dual credit programs are where high school students take 

courses which also apply to college credit. Thus, in the past a student graduating high school 

could enter college as a sophomore or possibly as a junior. However, with the implementation 

of H.B. 9, beginning with the 2015-2016 school year, the law states that school districts cannot 

limit the following: (a) number of dual credit hours a high school student takes while in high 

school, (b) number of dual credit courses or hours enrolled in a semester or academic year; and 

(c) the grade level at which a high school student may be eligible for enrollment in dual credit 

courses (Lofters, 2015). Although it may mean younger and younger students from high schools 



 

 

92 
 

arriving on college campuses as sophomores, juniors, and seniors, colleges and universities may 

need to admit more and more dual credit high school students in order to meet 60x30TX targets. 

Second, institutions may want to explore alternative admission requirements. Traditional 

admission criteria, such as minimum scores on standardized tests, grade point average, letters of 

reference, and extra-curricular activities have dominated the landscape for decades (e.g., Bial & 

Rodriguez, 2007). Bial and Rodriguez even stated that “[s]election in college admissions is, by 

definition, a practice of discrimination among students” (p. 18). To meet Texas state goals 

admission standards will have to be more inclusive of diverse populations. With the push by 

states to include more underrepresented populations and non-traditional students (e.g., dual 

credit), alternative admission approaches may be required to achieve completion goals. For 

example, institutions can partner with programs that typically serve underrepresented 

populations. Institutions would not have to develop alternative programs, but would rely on the 

standards set by organizations that serve and prepare underrepresented groups. Programs, such 

as A Better Chance, Project Grad, The Posse Foundation, the Quest Scholars Program, Higher 

Education Opportunity Program, Transitional Year Program, and Bridge Programs, help prepare 

underrepresented groups for college success (Bial & Rodriguez).  

 Third, there have been challenges to traditional methods of admissions for decades. It 

may be time for the challenges to take root. For instance, Sternberg (2004) developed an 

abilities assessment. The Sternberg Triarchic Abilities Test measures an applicant’s practical, 

creative, and analytical intelligence. The results are used as predictors for success in college and 

life. Sedlacek (1993) introduced a non-cognitive questionnaire. The tool measures eight traits, 

specifically designed for selecting non-traditional students: (a) self-concept; (b) self-appraisal; 

(c) understanding racism; (d) long-range goals; (e) leadership; (f) strong support person; (g) 
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community involvement; and (h) non-traditional knowledge. In 1999 the Bial Dale College 

Adaptability Index was developed with the assistance of a $1.9 million dollar grant. It was 

designed to help identify nontraditional students, who have the potential to excel in a 

competitive academic environment but not perform well on standardized tests (Bial & 

Rodriguez, 2007).  

This mindset has carried over to graduate admissions thinking as well. Kent and 

McCarthey (2016) wrote a report for the Council of Graduate Studies delineating a variety of 

considerations for a holistic approach to graduate admissions. For example, they found that non-

cognitive approaches to admissions with or without the GRE doubled underrepresented 

minorities in programs and did not affect program quality. Holistic approaches can be 

institutional mission or program goal focused, training outcome related, discipline specific, or 

combinations of these. The key is that holistic approaches consider a broad range of applicant 

qualities, including non-cognitive assessments, goal orientations, interviews, program 

understanding, undergraduate major (Gilbert, 2008; Kent & McCarthy, 2016; Kreiter, 2013). A 

holistic approach may be better at assessing all students, regardless of their background. The 

holistic approach is an attempt to level the field for all applicants.  

Additionally, Kureska and Bowden (in progress) are looking at resilience factors as 

predictors for doctoral student completion. The study may have implications for using the 

Resilience Scale for Adults (Hjemdal, Friborg, & Stiles, 2012) as a non-cognitive assessment 

for graduate admissions. The instrument assesses: (a) perception of self as related to self-

confidence, belief in own ability, and awareness of self-worth; (b) planned future for ability to 

pre-plan, be goal oriented, and have a positive point of view; (c) social competence for 

extraversion, social flexibility, ability to make friends and to use humor in a positive way; (d) 
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structured style to measure one’s preference to follow routines, be structured, have clear goals 

and plans before starting projects; (e) family cohesion to measure if values are shared or 

conflicting within the family, enjoyment spending time with family, positive outlook of future, 

are loyal, appreciate and support family; and (f) social resources for social support outside the 

family and whether if they can utilize these resources for help (Hjemdal, Friborg, & Stiles). In 

short, college and university officials need to be looking at alternative admission programs 

whether the 30x60TX plan is funded or not. The magnitude of numbers it is attempting to 

achieve across certificate, associate’s bachelor’s, and graduate degrees is aggressive. In 

addition, the populations the plan is targeting are traditionally underrepresented. Between those 

two goals, alternative admissions processes may not be an option. 

Future Research  

The findings from this study regarding the implementation of H.B. 9 and meeting the 

goals of the 60x30TX strategic plan have led to the identification of multiple opportunities. 

Future researchers should be looking at a number of areas to conduct additional studies on the 

topic of performance-based funding at state supported institutions of higher education. To date, 

there is little empirical or theoretical support behind performance-based funding in higher 

education, examining it financial outcomes, yet states continue to adopt and expand their efforts 

even when the weight of evidence suggests performance-based funding is not well suited for 

improving educational outcomes (need citation). This research only exposed the benefits and 

burdens to each of the Texas state’s 37 four-year institutions. Additional research is needed. 

First, quantitative studies are needed that sample across different types of system 

institutions, particularly in regard to flagship and regional institutions. The H.B. 9 success could 

be increased, if policymakers differentiated metrics by institutional type to reflect diverse goals, 
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student populations, and missions of Texas institutions. As Dougherty and Hong (2006) 

explained, if performance-based funding models are not carefully designed and monitored, they 

can “create a vicious cycle where colleges and universities with more disadvantaged students 

and fewer institutional resources will find it difficult to meet state standards, and, hence, will 

lose funding, further compounding their lack of resources and imperiling their future 

performance” (p. 82). Unaccompanied by sufficient financial resources to help build 

institutional capacity for change and improvement, performance-based funding could further 

imperil the performance of colleges and universities that predominately serve at-risk students 

(Tandberg et al., 2014). Faced with uncertainties regarding equitable performance-based 

funding division in Texas, decision makers in Texas could consider separating funding formulas 

to accommodate various regional institutions within a university system with varying research 

goals and missions. For example, some campuses might use technology and predictive analytics 

to identify and reach out to students who are struggling academically. Other campuses might 

provide new ways to deliver developmental education or allocate financial aid in order to retain 

and graduate more students (Hillman, 2016).  A more flexible approach acknowledges the needs 

that vary across campuses to increase the value and outcome of H.B. 9.   

Second, more research is needed at the institutional level to better understand how 

student and institutional characteristics influence student persistence and degree attainment. 

Neither H.B. 9 nor the 60x30TX strategic plan investigated causes or reasons for improvements 

of student retention by individual institution. Additionally, they did not consider the costs 

associated in building student success initiatives. A longitudinal study needs to be conducted. It 

should begin with the implementation of H.B. 9 and continue through the completion of 

60x30TX through 2030. Completion rates, retention rates, time to completion, and cost to 
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institutions should be examined for both at-risk and not-at-risk students. This includes how 

operating budgets are impacted, how it affects faculty tenure and promotion, salary increases, 

hiring practices, and how financial aid is awarded and tracked, such as default rates as a 

possible collateral damage (Stigler, 1971). These issues need to be identified and tracked. 

Third, future research should explore cost savings measures, such as marketing 

strategies, that redirect funds from expensive recruitment tactics to fund retention efforts. The 

new generation of students typically selects colleges based on program of interest, convenience, 

and recommendations of others (Dietrich, 2016). To engage prospective students, institutions 

have to communicate with them on their timetable, not the institutions’ time frames. One 

innovative and low-cost marketing strategy is faculty phone calls to high-potential students. 

Students are used to hearing from admissions representatives, but to hear from faculty about 

their particular academic interest allows students to feel more confidence in the institution. 

Another low-cost marketing strategy involves social media. Colleges and universities are 

increasingly utilizing various types of social media for student recruitment. Facebook, Twitter, 

YouTube, Snapchat, and Instagram were higher education’s most popular social media avenues 

for student recruitment among institutions (Dietrich, 2016). Institutions could also generate 

more applications by implementing low-cost communication tactics that target specific students. 

For example, pursuing students who have submitted test scores or transcripts but not yet applied 

could receive electronic communication that drives them to the website or have a student caller 

contact them to encourage application. Scholars could compare the effects of these strategies 

with traditional ones across different types of institutions. 

Finally, future research should explore low cost retention initiatives to retain students in 

meeting the demands of the 60x30TX attainment goals. Student retention is one of the most 
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important issues facing higher education today. With one-third of college students dropping out 

of school each year, it is a topic institutions across the country have noticed, but few have found 

workable solutions to the problem (Heldman, 2016). Developing and maintaining effective 

student retention programs will be of the utmost importance in achieving the goals of the 

60x30TX plan. Institutions should start with assessment to understand the multifaceted 

problems with retention they face and the varying reasons students do not return to class the 

next semester. Thorough assessment of the reasons students are leaving is an inexpensive 

approach that yields valuable insight to help form an effective retention plan unique to each 

institution. Another low cost strategy that will address the issues uncovered by the assessment is 

implementing an effective, meaningful communication plan for students who have been 

identified as high risk for attrition (Heldman, 2016). Effective communication strategies include 

building a database that monitors students’ risk levels based on at risk criteria that schedules 

communication alerts such as email, phone calls to students when they meet an at risk 

condition. According to the U.S. Department of Education (2015), the benefit of building 

individualized communication systems is to free up staff for personal interaction while 

providing students with the resources needed to stay in school. Low cost communication 

strategies like this can accomplish more and make retention more efficient and effective.  

  Summary 

The value of a college degree is at the highest in history and more jobs than ever now 

require a postsecondary credential. Yet, the United States continues to fall behind in educating 

its population. This will have serious consequences on the nation’s future prosperity and the 

social mobility of the American people. Twenty years ago the conversation was driven around 

access being the primary issue in higher education, but now it is access plus retention plus 
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completion. Overtime, the story of higher education has changed. Lessons have been learned 

about how to improve student success and now a new story is being told. Performance-based 

funding is a part of that story, but without the intentional efforts to tie performance funding 

metrics to an inclusive network of proven, evidence-based practices that are accelerating student 

success, especially for low-income, first generation, and students of color, progress is 

postponed. No longer can higher education operate under the notion that students should leave 

high school college ready. To meet the sizable educational needs of the nation, colleges need to 

restructure, redesign, and rethink about how they can be student ready.  

There is a lot policy-makers can do to support colleges and universities to better support 

the new era of students they serve today. More support is needed that encourage institutional 

leaders to establish a campus culture that values student success and accepts responsibility for 

student achievement. Students succeed when campus leaders honor and promote student success 

by not treating faculty members as problems to be solved but as problem solvers. More funding 

should be provided to campuses that dive deep into relevant data to identify institutional 

specific barriers to student success. Institutions can learn from disaggregated data to spot 

problems and frame action. Institutions should focus on data that show how students are doing 

early in a term and take action whenever students go off course. Institutions need more funding 

in order to build high impact practices that affect large numbers of at-risk students, such as 

meta-majors, academic maps, early alert systems and summer bridge programs, providing 

students with a clear, efficient path forward to graduation. In a student ready college 

environment, institutions understand the path to graduation is not as clear or functional as 

faculty and administration believe it to be. Going forward, policy makers need to work with 

institutions of higher education and be more intentional about providing adequate resources for 
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student success. In the end, the choices made and the action taken by policy makers and 

institutions, matter.  

The study was conducted to examine the progress Texas has made toward the 

implementation performance-based funding. While there has been a large amount of research 

citing why performance-based funding is necessary for Texas, there have not been any studies 

that consider the funding inequities across institutions or compare institutional resource 

capacities with such unintended consequences. There is no concrete evidence the performance 

funding strategy will have a positive impact on the 60x30TX plan.  

Texas state agencies have moved forward with funding recommendations without analyses 

of equity. The equity analysis of funding distributions among state four-year universities in 

Texas based on performance-funding criteria from 2013 in phase two of this study confirmed 

the concept from phase one that major differences in institutional missions, the diversity of 

students, or if metrics would exacerbate inequalities in funding to institutions in Texas. Findings 

concluded that low-resourced institutions would struggle to meet the performance-based 

funding goals. More specifically, low-resourced institutions would lose funding and have less 

capacity to make improvements. The state has demanded performance, yet the initial metrics 

proposed in H.B. 9 did not provide institutions with the resources to perform. This performance 

paradox benefited high-performing institutions leaving low-performing institutions to struggle 

without the financial capability to implement new completion initiatives. To give all institutions 

an equal opportunity to succeed within a performance-based funding model it will be necessary 

to assess the ability of less-resourced institutions’ ability to implement effective practices that 

improve performance.  
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 Due to the critical role played by state allocated funding to public four-year institutions, 

outcomes of this study may have a significant influence on institutions in higher education. 

They work to fundamentally reorganize internal structures that maximize funding allocations 

aligned with the performance model outlined in H.B. 9. Outcomes of this study may help 

decision makers and institutions better understand unintended consequences of performance-

based funding, as well as how to maximize efficiency and equality among institutions of all size 

in regions all over the state as Texas approaches the implementation of performance-based 

funding.  

Increased accountability and decreased resources are the new norm. Colleges and 

universities are required to do more with less. In addition, policy-makers across the nation are 

now linking funding to the types of results that higher education can produce. Therefore, 

funding models have been redesigned to reflect performance standards set by the needs of the 

nation and the states. Studies will need to continue to understand if performance based funding 

has succeeded in meeting the needs of the states, economy, and students.  

It is clear that a more educated population is needed in this country to ensure its 

economic future and protect its social foundation. Open access must be provided but 

stakeholders need to do a much better job of defining access to what and for whom. Students 

found in the bottom quarter of the socioeconomic class have a one in ten chance in completing 

college degree (Hearn, 2015). The new majorities of students entering college have been and 

remain traditionally under-served and these students statistically do not succeed in college. That 

is not good enough. Institutions must find solutions and advance innovations on campus to 

ensure this new era of students get the support the need to graduate. Institutions have to 

innovate, collaborate, and be more intentional advancing student success. Stakeholders can no 



 

 

101 
 

longer work in silos.  They do not have another 20 years to spread ideas. Changes have to 

happen now, but it will require institutions to work much more intentionally and 

collaboratively.  

Ultimately, performance-based funding will require state funded colleges and universities to 

think about student success strategies for the future. Radical transformation, both 

programmatically and holistically, is necessary to increase student attainment rates in the 

30x60TX plan. Institutions will have to join in an innovation movement that needs to be 

pervasive throughout higher education. Programs, such as Meta-Majors and Bridge Programs 

will be critical to student success going forward. In addition, holistic approaches that eliminate 

attrition need to be adopted, such as understanding a student’s sense of belonging, grit, and 

mindset. Faculty need to better understand the processes that shape adolescent development and 

how social cognitive factors interact with structural and physiological factors to create positive 

or negative trajectories for youth (Yeagar, 2016). Change is imminent. Higher education 

professionals can either formulate their future or have policy-makers do it for them. 
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