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\\h«.n applied to the business and tinancial arcas of college
and universitics. \ t..the oxtraordifary attention which
this process how (ommunds has a4 bencficial aspect n that
. old routines may be examuned for their current usefulness
and new applications may be developed to improve the
elements of a comprehensive program evaluation. process
for the business and ﬁna‘hc:al areas of colleges and um-
versi l\.S
© Why do we ‘say that, program valuation s not ncw n
the business and hnagcml‘ arcas? . For a long time pow,
college and university financial policics. procedures, ac-
. counts, and reports have been subject to puriodic roview
and evaluation. generally on o time perniod basis or en g
transdytivn basis. by auditors from the public aecounting
,profecssion, the state r;ow.rnmi‘:nt the federal government. _
and the internal audit staff of the institution. o activity
or group w(hm an cducgtional institution has beén more
subject to p\,l'lOdIC review and cmfuauun than the account-
ing and fiscal operations.
If it-comes as a surprise that audit 1s g proordm cvalua-
tion process, oni should understand that one of the pro-
gram objectives of an accounting function is the accurate -
recording #nd reporting of income and expenditures and
of asscts and habilities. The audit opinion of a cgrtified
public accounting firm wdlualcs this function witht the
| statement that, “In our opinion, the statements mentioned
abpve present fairly the finuncial position of the several
funds of . ... at June 30, 1972, and the results of their
i operations for the ycar then ended, in conformity, with
;:,cm.mlly accepted  accounting  prineiples appllcd on a
basis consistent with that of the preceding year.’

Since the accounts and records of wllgﬂu and uni-
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FOSTUMm revicw, program udmuon program budg.t support. and private support, gencrally are audited by the
and cvaluation. these dre the " words and phrases + four audit groups noted ubove. and “oftentimes concur-
for a prOu.Ss which is not partu.ularl\ NEW. NOT 4 Process rently, it s advisable to gne careful consideration to the
which onginated with the current fiscal problems of most clfective use of these evaluation services  The audie
colleges and universities.” At least the process is not new «vmupx to be sure. Have eertain speaitic objuﬁn;s which
nor parlu.ularl\ related to curteamt financial stringencies Jitfer and those different objectives \hould. be recogmized

and respected  Yet. there may be duphwtmn overlap. or
redundancy in these audits and the cost of these evalua
services. as a dircet cash outlay orip the time and cfj;(?}&
of institutional personnel ‘who respond to or are affected

by the auditors, shpul&} be under consf“u,n} supervision.

Areas .

Let us consider a nymber ot other afeas in whlgb,p-ro-

aram cwalugdon iy avatlablé und the manner in \\hu.h Such
’ atuation s carried out. These arc.
CThe use of prufemunal andlysts for technical needs
and requirements. Certain needs and requirements in- thé
business and financial arcas arc quite technical in char-
acter and require highly shilled and technically yualificd
persunnel in their purchase and administration.

A good crample of o technical need is nsurance, the
coverage of property, liability, malpractice, and other
There_are yualified, inde-
pu.ndcnl analysts avadable who will evaluate an insyrance
proeram and provide assistanee in obtaining the most
appropriate insurance cuverage for the institution at the
lowest wost. No“onc institution probably can .ifford or
nueds to have on ats staff the required technical com-
pg\.ﬁcc‘ m such a‘co_mpl@u arca as insurance, , Qutside
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« analysts are available _to supplement the capabilities of the
adrhinistrative staff responsible for the insurance program
of the msutuuon and* these analysts bring an independent
e»aluauon service to a technical subject. .

Specifically, and m some detail. an evaluation of an
insurance program”at an institution would cever the

_ following items: ' :

.. {(2) The objecmes to be ac«.omphsh\.d by an msurance
program

. (b) The adequacy of admlmstrame authomy to ac-
complish these objectives; ’
. fic) The appropriateness of thu funcuonal responsnblhty
. for this authority; e
(d) Staffing and admlmstrame funcuons "
(e) The flow of mfo;matnon to the Insurance Of’ﬁce
(f) " Periodic reports by the Insurance Manager for
management consnderauon . :
* (g) Appropriate ‘insurance policy - endorsements to
cover all the ¢ntities included in a corperatg structure:
« (h) Adequate loss-reporting provistons,
(i) Controlled cancellation or termmatlon provisions,
(j), The use of self-insirance where Appropriate. con- "
s:dcnng risks} premiums and other relcvant information,
. (k) Relationships*with m'surancc'carriers,

(1) Coverdge for specialized risks’ 1e, reactord, wind.
tunnels. rare books; . .. .

(m) Geographical €overage; and '

(n) JThe use of dedyuctibles.: .

A second cxample ih ‘thé usc of profissional analysts

- is' the use of outside évaluation services to review and

consider the administzation of investment programs. These

services have now becn in Lexistence for a number of years

and they are now begmnmg to have sufficient time pcriods

in_their surveys to give meaning and usecfulness to the
results. disclosed in thcse surveys. .

’.
< -

Using the Reporgs ’

Reports can now be®obtained from investment evalua-
tion services which will assist a college” or university to.

have been followed in “the past;

(2) Monitor current performance;

(3) 'Reconsider investwrent objectives;

(4) Establish future requirements from invested funds,

.(5) Consider expenditure patterns as they... relate to *
mvi,stmcnt results. -

’I'he invested funds of colleges and universitics “often
consnst of funds with different charactcristics, endowmeént
funds retirement funds funds expendable over time, con-
struction funds, short-term working capital funds, or
specifically des:gnate,d funds with particular characteristics. '
Eva]hation'serviccs to review invustments. of funds with

. diffgrent characteristics should be carefully sclected to
'+ ¢ B€applicable and dseful to the management of fhe institu-
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(1) Review mvestment policies and procedures which

-

S

tiuR Or thL trastecse in Teviewing (he ac;omphshmems of
an inyestment program.™ .

In the usg ‘of inyestment evaluauon_ services, it is well
to r;cogmze that it is .possible to quanufy the aesults of

) 1mestment performance which il help, to understand.

differences in_investment objectives. différences in types
and relative amounts of securities -used, the impact of the
timing of cash flows, and other specific characteristics of
an investment fund.” But investment performance is also

'aﬁ'e\.ted by the attitudes.of the management, the-trustees.

or thé investment advisor; public and private constraints
of various kmds expectations of the se»er;ﬂ groups in-

.volved: and such other subjecﬁw considerations.

emission, power lines, heat emxssnof1§

A third example, currently becoming of much mterest
is the use of a technical advisory service with respect to'

" the provision of ,elecfrical energy. All institutions are .

bemg subjected to rapidly increasing costs in the purcha.se
of elcctrical energy, and most institutions do not produce
very much, if any, of their own nceds.

oIn the.c?v_ent an institution produces large amounts of
steam for heating purposes, it may be desirable to consider
the production of <lectrical energy as a part of the heating
plant operations. Engineenng firms may be employed to
make detailed studies on the gencration of electrical energy
as a_part of a hcating plant system. using the electrical
gnergy produced as an additional source to the local public
utility. The costs of such energy may or may not be below
current or projected utility rates, assuming the application
of full costs meludmg capital amomzanon to the c¢nergy
produced.

An engincering study of this kind should cover the
various alternatives which arc available, the purchase of
all energy needed, the purchase of part and the gencration
of part of the ne€ds, or the generation of all the needs.
These studies should be coordinated with the planning
studies of the local utility and should give careful considera-
tion to the following factors: -

(1) Ycar-round stcam’ loads for heating and aif-condi-
tioning as these loads relate to the generation of electrcal
energy; :

(2) Year-round loqu for electrical cnergy,

(3) . Capital costs required;

(4) Costs df electrical energy produced;

(5) Environmental aspects, 1f any, such as smoke

(6) Political considerations, if any." )

Opportunities for the use of outside evaluation services
also cxist with respect to m.cunly programs, data systems

" applications. and food services. The same care and careful

consideration should be given fo the use of outside con-
sultants with respect to these, ,a\.tlvhlus a5 was described
for msurance, investments, 01‘ the guneranon ‘of elccmcal
encrgy. . : '

2. The use uf market pru ¢ tu memu[e ef/tcwm\ of
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business seniies.
printing, bingding, laundry, transportation. and dther such
services. which may be purchased in the marhetplace, to
compare the costs of these services if” pronded by the insti-
tution with comparable costs if provided by outside sources.

reflect comparable elements of costs, are an effective
method for evaluation of these semces
Hire Spe ialists

~

s, Most irfstitution’s.~at least those with domutoncs student
" centers, #nd health services, ha,y a need for laundry

. services, phich may or may not be available in the guantity
needed from local firms, and over the years. a laundry

service nay have been created and cnlarged by the institu-
SLI'\ ice.”In such a case, it is posslblc to obtain the services
o{ recognized laundry op‘.ranon expeés who can evaluate
thc?\relauve costs of providing laundry service by the insti-
tution, or by outside laundries. Such evalfiations. if pro-
fessional and complete, will consider the alternatves avail-
able, all ox partial laundry scrvice purchased or prévided.

. specialized rleeds which may be purchased or provided at
" favorable I'd[CS\ c\pltal costs, delivery schedulesgand linen
inventories.

8. The use of mdnggement evaluation ‘r;ﬁrams pre-
pared by outside agencies. . Recently, the coricept of a sclf-

elements of such self-surveys haw\c been pubhshed The
U.S. Dgpartment of Health, EQucaQon, and Welfarc,
through its Office  of Assistant Secretary, Comptroller,
Division of Grants Administration Poficy, recently pub-
lished a document enfitled, “A Progtam for Improving
the Quality of Grantee Managcmenl > .In the foreword to
this document, the Under Secretary states: .
“Basic to the new corfeept is- self-cvaluation. and

:appralsal .1 urge every grantce organization to-use this

brochure as a guidéline—for measuring its management

system, for conducting a thorough evaluation of its
activities against the broad gbjcctives of effective man-
agement, and for taking corrective action where the

need is brought to light.” .

This document identifics eight systems for review and
evaluations, (1) Fiscal Administration, (2) Procurcment,
(3) Property Manugement, (4) Personnel,.(5) Facilities
Managements, (6)_ Planning and Budgiting,.(7) Manage-
ment Information, and (8) Inventions and Patents. A
general format for the self-appraisal is set forth and specific
guides are presénted for each of the eight systems.

It is obvious from thc eight systems identified that all
areas of businuss and financial services and a large number
of persons will be involved in this self-appraisal. It, will be
worthwhﬂc and advant‘ageous to the evaluation procéss if
“persbns mvolw:d at many levels ‘of managcment are in-
cluded in the x.fforls put forth, and if personnel in other

k4
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ft is commonplace, with rgspeet to

Auch comparisons. if they are regularly made and if they |

tion without recognizing in full the total costs of such a

evaluation and appraisal has\been expanded and the basic . .

.

functional arcas of the institution also arc aware of and
pamupnu in the e&aluauon Partucularly 1n large institu-
‘tons. 1t would be bencficial to the vahdity of the self- . ..
appraisal if representatives of the academie administration.
the research admunistration, and the student services admin-

Jdstration were involved in thos., aspects of the appralsal

“which bear on.thuir responsibilities.

A detailed "look 4k the HEW document mdn.ates that

. man) specific procedures and policies are considered; and

it will be advisable that those penons dircctly responsible
“for these detailed operations be involved to iosurc a high
quality self-appraisal. It 1s not to be expected that the
scnior department’ heads mll always be spcc:f{call) in-
formed with respect to the many details inquired about,
and opportunities for in-dépth informatiun on the_ opera-
tions of the business and financial arcas will be overlooked
if the apprassal 1s himuted just to the semior department
heads or the business officer.

All insttutions have had the expernivnce of . yubtie
changes én policics. overlooked procedural requirgments,
or worh just not being done, all as a result of turnover 1
personnel, inadeyuatcly wrtten procedural ‘manuals, and

" yust the normal changes which take place over ime in any

operation. A self-evaluation, in depth by many people
ivolsud in the day-to-day operations will provide another
opportunity to maintain high levels ofs performance . at all
levels. - -

If a college, or university scriously undertakes a self-
evaluation and ‘tppr‘usal of 1ts busincss and, financial areas
by following this HEW Prugmm for Improving the Quality
of Grantee Management it will accomplish a major pro-
gram of evaluation for most of its business and financial
functions.

Evaluation Standards

There are program cvaluation standards in the areas of
staff benefits, which can be used to compare desirable
objectives with-the staff benefit programs in cffgct at any
time. The Assouation of American Collcges and the
American, Agsociation of University Professors® jointly
prepared s 1969 a Statement of Principles on Atddemic
Retirement and [psurance Plans which sets forth recom-
mended practices and standards for these. benefit pro-
grams. The Teachers Insurance and Annuity Asseciation
“has published from time to time bouklets sctting forth
desirable goals for thC integration of TIAA and Social
Sccurity programs, for the LS[JbllShm\,n[ of major medical
health insurance programs. and for the provision of other
Staff benefits. These indude Planming a Retirement Pro-

~gram, Group MdjOr Mudical Expense. Group Total Dis-
ability Bundfits Insurance, and Group Lifu Insurance.

4. The use of unnual budget reviews. Another oppor-
tunity is presented in the progream cvaluation process
during the annual budget review, cnuompassing the fe-

guests for nuw staff. or a different composition of the
: —
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present staff, or promotions. or salary increases, or any (4) The communication mechanisms between the busi-
*combiftation of these clements of an annual budget review ness and financial arcas may be reviewed and modified with

TRis process, to be sufe. is an inside evaluation but it 1s the advice and counsd! of faculty, L()mﬂ]l[[LL‘b Reports. for
possible to breaden the impact and mtensity of the process  cxample. from the Controlir’s Office. the Personnel Office. . ]
by the use of review groups within the business and  or the Staff Benefits Office. to Deans. Departmeit Heads, -

hnancml area, * 4 and Project Directors need to be twlored as much as
For example.*a small intefnal review group which could  pgssible to the needs of these speafic users. Faculty,
* include r;pr;smlduus from the prsonnel. fiscal, planning.  mémbers as Project Directors are able to offer advice on
and plane areas.to censider staff changes for any specific  <how these reports can be made more clfc_cuic td the using
business and financial arca will provide an cvaluation  groups or individuals T :
servjce for the chief business officer which is more com- (5) In the perntodic and regular ruurnn\' discussions®
prehensne and definitive than the independent L\aluauon on the centralization” or  decentrafization” of bustricss
service of <ach dell"lmLQl head. ’ and ginancial services, the faculty have a significant con-
5 The use of facults advisory commitices. There 1s a trabtftion to mahe, i wéighing the relative costs of*various
ynique opportunity mn a college or university for the buw- aiternativ s, indicating the significance of these services

ness and finareial arcas to obtain one of the-el.ments of 4 rclative to academic or other faculty anterests. or 1n
comprehensive evaluation process through the use of  advising on the quality of these services as rendered by a
faculty advisory commutices These commuttees can serve oontral organization or by indinvidual” units in the chool.

t0 Avaluate the observations., analyses, or reccommendations college. or other academic uniis.” .
“of outside consultantstor specialists. particularly with  * ., ’

respect ta te validityor applicability of consultant reports  Prdee in Faculty .

from the point of vicw of fuculty intercsts and objectives F%{cult\ commutices comprising both  gencralists and

The use of faculty advisors committees 18 also a method \p\uyhsts from the faculty give a continuing opportunity
by which specific expertisc on thefaculty of a professional for a intereted and quahficd group 1o provide.a balanced
‘nature cgn be incorporated i, the pro«’mm LleUatlon and estremely useful cvaluation of the quality ‘and quantity

process. v of services sendered by the business and financial areas. . -

There are a number of rwponsnblhuu in” which faculty Whife it 18 true that the business and financal areas of
advisory Lammxllu{s may play a \mnmc‘ml and \mrlh\&hllgu colleges and uniersiies have been subject to program
part. These mdudx as L\ample< cvaluation for <ome time and by different approaches.

{1y In ilu nvestment program. the, voting of stock”™ v appropriate that business and financial officers tehe o
proyies has become o matter of concern to vanious faculty  eritical ook at the present cfforts from two points of view.
and" student “groups. A fuculty committee 15 hdpf,ul in Arcthe cirrent cvaluations most affectively apphied and
soting ont these interests, providing opportunities for — most dfu[rn.l\ used” And are there additional "arcas of

catppus discussions. and reflecting interests for considera-  responsituhity for which evaluafions have not been carned
tiop by the institution in its security holdings. . out but tar pvhich consideration should be given?
{2) In the location of new buildings and the renovation | As u suggestion, one €an mientory the major areas of

of old huildings, the most~ipprepriate location of academic responsibility and copsider in an orgamzed manner - the
functions ameng competing choices can be effectively coverage andeffectiveness of program cvaluations for the

. assisted by Ladvice from faculty advisory groups. " full range Of responsibilitics of the business and financial
(3) In the usc.of open land arcas. for which there are uﬁm_r. For most of these responsibilities. thete is a way
logically compcting choiccs umong instructional purposes. 1o evaluute the service rendered. by the use of -outside

rescarch  pugposcs. recreational needs. parking spaces,  organizations or agencies, or by o qualified group insides
open arcas. or other uses. faculty advice is one of the  the university. or by an appropriate combination of both
signififant inputs in such decision making. : of thesc sources of evaluation services.
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