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1. INTRODUCTION  
Education is a strategic sector that plays a central role in improving human resource 

quality, economic growth, and national competitiveness. In many countries, education financing 
policies are increasingly directed toward improving not only access to education but also the 
quality and effectiveness of educational outcomes. In Indonesia, the government has 
demonstrated its constitutional commitment by allocating at least 20% of the national budget to 
the education sector. However, the increase in budget allocation has not always been followed 
by proportional improvements in educational quality and institutional performance. Several 
studies indicate that the main challenge in education financing lies not merely in the amount of 
funds provided, but in the effectiveness, accountability, and efficiency of fund management 
practices. Therefore, a financing system that emphasizes measurable outcomes and institutional 
performance is increasingly needed to ensure that education spending contributes directly to 
improving educational quality. Recent studies have highlighted the importance of performance-
based education funding as an alternative approach to improving accountability and efficiency 
in education finance management. Research conducted by Helmawati et al., (2025) explained 
that performance-based education financing can improve transparency, accountability, and 
institutional effectiveness in schools in Indonesia. The study emphasized that budgeting systems 
linked to measurable performance indicators encourage more efficient and responsible fund 
management practices. Similarly, Irwanzi et al., (2025) found that strategic performance-based 
education financing supported by digital monitoring systems contributes significantly to 
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 ABSTRACT 
This study examines the role of education financing in improving the 
quality of academic services in educational institutions. The problem 
addressed in this research is the suboptimal management and unequal 
distribution of education funding, which affect the effectiveness of 
academic services. The objective of this study is to analyze the 
relationship between education financing and the quality of academic 
services, as well as to identify key factors influencing effective 
financial management. This research employs a qualitative approach 
using a descriptive method through a literature review of relevant 
Indonesian journal articles and policy documents. The findings indicate 
that adequate and well-managed financing significantly contributes to 
the improvement of academic services, including facilities, teaching 
quality, and administrative support. Transparency and accountability in 
financial management also play a crucial role in enhancing institutional 
credibility and service effectiveness. However, disparities in funding 
distribution and limited managerial capacity remain significant 
challenges. In conclusion, effective, transparent, and equitable 
education financing is essential for achieving high-quality academic 
services, supported by strong governance and strategic financial 
management.    
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improving accountability and efficiency in educational institutions. Their study also showed that 
school financial planning based on measurable outcomes can strengthen institutional 
governance. 

Another study by Lunita & Idrus, (2025) revealed that innovative education financing 
strategies focusing on performance and sustainability can support equitable access to education 
in Indonesia. The study argued that outcome-oriented financing models are more effective in 
improving educational quality and reducing disparities in educational services. Furthermore, 
Kamal et al., (2025) identified significant disparities in education financing among provinces in 
Indonesia due to differences in fiscal capacity and governance quality. Their findings indicate 
that effective education financing requires stronger accountability systems and equitable 
resource allocation mechanisms. In addition, Rohayanah & Maman Suryaman, (2025) explained 
that performance-based management models are more effective than conventional financing 
approaches in improving efficiency and educational quality. Their comparative analysis 
demonstrated that educational institutions implementing performance-oriented budgeting 
systems tend to achieve better organizational outcomes. Although previous studies have 
discussed the implementation and benefits of performance-based funding, several important 
issues remain unresolved. Most previous studies primarily focused on the technical 
implementation of budgeting systems or on measuring institutional performance separately, 
while limited studies comprehensively analyzed how performance-based education funding 
contributes to improving the effectiveness of education fund management within the Indonesian 
context. Furthermore, previous studies have not sufficiently examined the institutional 
challenges, governance limitations, and policy implications that influence the successful 
implementation of this funding model. As a result, there remains a research gap regarding the 
conceptual relationship between performance-based financing mechanisms and effective 
educational fund governance. 

This study offers novelty by providing a comprehensive analysis of performance-based 
education funding models from the perspective of effectiveness, accountability, and 
sustainability of education fund management. Unlike previous studies that mainly discussed 
budgeting procedures or financial accountability separately, this research integrates discussions 
on performance indicators, governance systems, transparency mechanisms, and institutional 
readiness into a unified analytical framework. In addition, this study specifically focuses on the 
Indonesian education financing context, where disparities in regional fiscal capacity and 
institutional management remain significant challenges. Therefore, this study contributes a more 
contextual and integrative perspective regarding the implementation of performance-based 
education funding in developing countries. The urgency of this research is closely related to the 
increasing demand for accountable and results-oriented public sector governance. The 
implementation of performance-based education funding is expected to encourage educational 
institutions to utilize resources more efficiently, improve transparency in financial management, 
and enhance the quality of educational outcomes. If these challenges can be addressed 
effectively, performance-based funding models may contribute significantly to strengthening 
public trust, improving educational equity, and supporting sustainable national education 
development. Consequently, this study has both theoretical significance in enriching education 
finance literature and practical significance for policymakers and educational institutions. 

In practice, the implementation of performance-based funding models still faces several 
obstacles. Limited human resource capacity, weak monitoring systems, inconsistent 
performance indicators, and resistance to administrative changes remain major barriers in many 
educational institutions. Moreover, differences in regional governance capacity also affect the 
consistency of policy implementation. These conditions indicate that the success of 
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performance-based education funding requires integrated policy support, adequate institutional 
capacity, and transparent evaluation mechanisms. Based on these issues, this study seeks to 
answer the following research questions: (1) How is the concept of performance-based 
education funding implemented in education financing systems? (2) How does performance-
based funding contribute to improving the effectiveness and accountability of education fund 
management? and (3) What challenges and opportunities arise in the implementation of 
performance-based education funding models in Indonesia? Therefore, this study aims to 
analyze the implementation of performance-based education funding models and evaluate their 
contribution to improving the effectiveness of education fund managemen. 

2. METHODS 

This study employed a qualitative approach using the literature review method to analyze 
the implementation of performance-based education funding and its contribution to the 
effectiveness of education fund management. The literature review approach was selected because 
it allows researchers to systematically identify, evaluate, and synthesize findings from previous 
studies related to education financing, accountability, governance, and performance-based 
budgeting systems. Snyder, (2019), literature review research is useful for identifying research 
gaps, evaluating previous findings, and developing conceptual understanding in a particular field. 
The data used in this study consisted of secondary data obtained from scientific journal articles, 
books, government reports, and policy documents discussing education financing models and 
educational financial governance in Indonesia and several other countries. The literature collection 
process was conducted through searches in several academic databases, including Google Scholar, 
Scopus, and SINTA-indexed journals. The keywords used in the search process included 
“performance-based education funding,” “education finance management,” “education budgeting,” 
“education accountability,” and “education funding effectiveness.” The inclusion criteria for 
selecting literature were: (1) publications related to education financing and performance-based 
funding systems, (2) articles published between 2021 and 2025, and (3) studies discussing 
accountability, efficiency, transparency, governance, or institutional performance in education 
finance management. Meanwhile, publications not directly related to education financing topics or 
lacking sufficient methodological clarity were excluded from the analysis. From the initial search 
process, 35 articles were identified, while 18 relevant articles that met the inclusion criteria were 
selected for further analysis. 

Table 1 presents the main literature used in this study based on research themes, methods, 
and findings from previous studies related to performance-based education funding. 

Table 1. Main Literature Review 
No Author(s) Year Focus of Study Method Main Findings 
1 Helmawati et 

al. 
2025 Performance-based 

education funding 
Qualitative 
Study 

Improves transparency 
and accountability in 
educational institutions 

2 Irwanzi et al. 2025 Strategic education 
financing 
management 

Case Study Digital monitoring 
systems strengthen 
accountability and budget 
effectiveness 

3 Lunita & 
Idrus 

2025 Innovative education 
financing strategies 

Literature 
Review 

Outcome-based financing 
supports equitable 
education access 

4 Kamal et al. 2025 Education financing 
disparity 

Quantitative 
Study 

Fiscal disparities affect 
governance quality and 
financing equity 
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5 Suryaman & 
Lestari 

2024 Performance-based 
management models 

Comparative 
Study 

Performance-oriented 
budgeting systems are 
more effective than 
conventional models 

Based on Table 1, previous studies generally emphasized the importance of accountability, 
transparency, and effectiveness in education finance management. However, most previous studies 
focused only on technical budgeting implementation or institutional performance separately. 
Therefore, this study seeks to provide a more comprehensive analysis by integrating governance, 
institutional readiness, accountability, and effectiveness within the context of performance-based 
education funding in Indonesia. The data analysis process was conducted using descriptive 
qualitative analysis techniques through three stages: data reduction, data categorization, and 
interpretation of findings. First, relevant literature was selected and classified based on research 
themes such as accountability, governance, effectiveness, institutional readiness, and policy 
implementation. Second, the findings from previous studies were compared and synthesized to 
identify similarities, differences, and research gaps related to performance-based education 
funding. Finally, the analyzed data were interpreted to formulate conclusions regarding the 
challenges, opportunities, and contributions of performance-based funding models to improving the 
effectiveness of education fund management in Indonesia. 

 
Figure 1 illustrates the stages of the research process conducted in this study. 
 

Based on the research procedure above, the study systematically identified and analyzed 
relevant literature related to performance-based education funding. To strengthen the validity of the 
analysis, source triangulation was applied by comparing findings from different academic and 
policy sources. Through this process, the study aimed to produce a comprehensive understanding 
regarding the implementation and effectiveness of performance-based education funding in 
improving educational financial governance. 

3. RESULTS AND DISCUSSION 

3.1. Implementation of Performance-Based Education Funding  
Performance-based education funding is increasingly implemented as an alternative 

approach to improving accountability, transparency, and effectiveness in educational financial 
management. Based on the analyzed literature, this funding model emphasizes the relationship 
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between budget allocation and measurable institutional performance indicators such as graduation 
rates, academic achievement, institutional accreditation, financial accountability, and service 
quality. Unlike conventional financing systems that mainly focus on budget inputs, performance-
based funding prioritizes educational outcomes and institutional achievements. Several previous 
studies indicate that the implementation of performance-based funding can encourage educational 
institutions to improve efficiency in resource utilization and strengthen accountability mechanisms. 
Helmawati et al., (2025) explained that educational institutions implementing performance-oriented 
budgeting systems tend to have more transparent financial management and clearer performance 
evaluation systems. 

Similarly, Irwanzi et al., (2025) found that the integration of digital monitoring systems into 
education budgeting processes significantly improves institutional accountability and budget 
effectiveness. In Indonesia, the implementation of performance-based education funding remains at 
a developing stage. Although several educational institutions have adopted performance indicators 
in budgeting systems, the implementation process still varies across regions and institutions due to 
differences in administrative capacity, governance quality, and institutional readiness. These 
findings indicate that performance-based funding implementation requires not only financial 
reform but also organizational adaptation and effective governance systems.From the findings 
above, it can be concluded that performance-based education funding has the potential to improve 
accountability and effectiveness in educational financial management. However, successful 
implementation depends on institutional readiness, governance quality, and the availability of 
measurable performance indicators. 
3.2. Contribution of Performance-Based Funding to the Effectiveness of Education Fund 
Management  

The findings from the analyzed literature show that performance-based funding contributes 
positively to improving the effectiveness of education fund management. The implementation of 
performance indicators in budgeting systems encourages educational institutions to allocate 
resources more efficiently and prioritize programs that directly contribute to educational quality 
improvement. This financing approach also strengthens transparency because financial allocations 
are linked to measurable institutional outcomes. Lunita & Idrus, (2025) explained that outcome-
oriented financing models support equitable access to education and improve institutional 
effectiveness by ensuring that funding allocation aligns with educational objectives. In addition, 
Rohayanah & Maman Suryaman, (2025) revealed that institutions implementing performance-
based budgeting systems tend to demonstrate better organizational performance compared to 
institutions using conventional budgeting approaches. Their findings showed improvements in 
administrative efficiency, financial transparency, and institutional accountability. 

Furthermore, performance-based funding can encourage educational institutions to improve 
strategic planning and financial governance. The requirement to achieve measurable performance 
indicators motivates institutions to strengthen monitoring systems, improve budget planning, and 
enhance institutional evaluation mechanisms. Consequently, educational institutions become more 
results-oriented and accountable in managing educational resources. From the discussion above, it 
can be concluded that performance-based funding contributes significantly to improving the 
effectiveness, accountability, and transparency of education fund management. The implementation 
of measurable performance indicators enables educational institutions to manage financial 
resources more strategically and efficiently. 
3.3. Challenges and Opportunities in the Implementation of Performance-Based Funding  

Despite its potential benefits, the implementation of performance-based education funding in 
Indonesia still faces several significant challenges. One of the major obstacles identified in 
previous studies is the limited institutional capacity in implementing performance-based budgeting 
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systems. Many educational institutions still experience difficulties in developing measurable 
performance indicators, conducting systematic evaluations, and managing financial reporting 
systems effectively.Kamal et al. (2025) identified disparities in educational financing among 
regions due to differences in fiscal capacity and governance quality. These disparities influence the 
consistency of policy implementation and affect the ability of educational institutions to adopt 
performance-based financing systems effectively. In addition, resistance to administrative changes, 
limited human resource capacity, and weak monitoring systems remain major barriers in 
implementing accountability-oriented funding models. 

However, the implementation of performance-based funding also presents significant 
opportunities for improving educational governance in Indonesia. The increasing use of digital 
financial management systems, government initiatives toward bureaucratic reform, and growing 
public demands for accountability provide strong support for implementing more transparent and 
effective education financing systems. If supported by adequate institutional capacity, integrated 
monitoring systems, and consistent policy frameworks, performance-based funding can become an 
effective strategy for improving educational quality and strengthening public trust in educational 
institutions.From the findings above, it can be concluded that the implementation of performance-
based education funding in Indonesia faces both structural challenges and strategic opportunities. 
Therefore, strengthening institutional capacity, improving governance systems, and developing 
measurable performance indicators are essential for ensuring the successful implementation of this 
funding model. 

4. CONCLUSION 

Performance-based education funding has proven to be a more effective approach in 
improving the quality of education fund management compared to conventional input-based 
funding models. By emphasizing the link between budget allocation and performance outcomes, 
this model fosters efficiency, transparency, and accountability at every stage of education financial 
management. The discussion results indicate that the implementation of measurable performance 
indicators, along with systematic monitoring and evaluation mechanisms, can direct fund usage 
toward programs that have a direct impact on improving the quality of learning. Furthermore, the 
integration of planning, implementation, and evaluation into a single continuous cycle creates an 
adaptive, data-driven fund management system. Thus, performance-based funding not only 
enhances budget utilization effectiveness but also strengthens a performance-oriented culture 
within the education sector. The success of implementing this model heavily depends on the 
readiness of supporting systems, including human resource capacity, the availability of accurate 
data, and consistent policy support. Therefore, strategic efforts involving various stakeholders are 
needed to strengthen the education information system, enhance managerial competencies, and 
establish standardized performance indicators. Additionally, the government must ensure the 
existence of fair incentive mechanisms to encourage educational institutions to continuously 
improve their performance. Moving forward, the development of the performance-based funding 
model is expected to serve as an innovative solution to address the challenges of managing 
education funds in a more effective, efficient, and sustainable manner. With proper 
implementation, this model holds significant potential to support the comprehensive improvement 
of national education quality. 
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