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Ch " FOREWORD. o

j Budggting for higher edugatian ﬂﬁﬂ the developing appraaehes ta

ki '% "legislative oversight' are payticularly timaely issues facing state
' legislatures today. Financin and budgeting for higher education
. gre in a period-of chagge involving uncertain long-range enrollment

patterns, increased competition for state- priarities and dollars,

 and unaccugtomed state fiscal problems linked to an economic slow-
~doym, - Hgny of the same factors which make state budgating more
; difficult, and not just for higher education, seem to be encouraging
 state legislatures to develop processes for reviewing the effective-
" ness and efficlency of state ptograms. 1.e., legislative oversight
! prngéﬂufeg. . y »

- These two 1asues were the focus of a Januarj 1976 seminar for legis-
lators planned by the Southern Reglonal Education Board's Legislative
Advisory Council. In addition to its membership, the Council invited

~ legislators who serve in leadership positions on education and finance
committees in the 14 Snuthern states, Perspectives on higher education
budgeting problems were supplied by a univergity president, a state

' higher eddcation board director,. an executive department budge& admin-
istratar, and a highar educatian research center director.

Speaking from a univéfsity 8 perspective was Jack K. Williams, president
of Texas A & M University. James M, Furman, executive director of the
: Illinois Board of Higher Education, provided a state higher education
« . agency viewpolnt and Wayne F. McGown, with expe:ienea as Wisconsin's
director of the budget, gave an executive department's perspective.
Lyman A. Glenny, director of the Center for Research and Development

'in Higher Education at the University of California at Berkeley, was
not able to attend the seminar but furnished a paper on national .
attitudes and-trends with information from a survey of 2,500 cullege
and university presidents, )

_ The speakers agreed that important changes in higher education are
occurring but some questioned whether higher education was responding
to, and adequately preparing for, these changes. Mr. Furman added
that legislators are also sometimes hesitant to dccept changes in the
higher education system, particularly wheh these changes place them
"in a crossfire" between the need to _protect their own district's
interests and the overall need to achieve reasonable agoncmies in
a state system of higher education.

All speakers agreed to the existence af a budget crunch or crisis
that was not necessarily a temporary situation, Different approach-
es to working through the tight budget period were advocated.
President Williams sugpgested that the state govermnment must set

the guidelines for financial retrenchment, when necessary, and @ -
det the institutions make recommendations and decisions on where
costs are to be cut. He also supported formula budgeting tech=
niques, not necessarily as a means of saving money, it .as"
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a system of guideposts and for use in the comparative analysis of
costs, Mr. Purmin described a decliping role for formsla budgeting
‘approaches, while Mr, McGown outlined a budget contract system, a
-, complement. to sero-base budgeting, being instituted in Wiscomsin, - .

~ As higher education and all other aspects of state governmeny are -
subjéct to the budgeting process, so are they bacoming {ncreasingly
subject to leglslative oversight procedures. The ovarsight process
to evaluate the effectiveness of programs funded by the leglslature
was outlined by Marshall S. Harris, a member of the Florida Board .
of Regeuts and a former member of the Florida House of Representatives.
Mr. Harrie described his ideas for orgapizing a leglslature to conduct
oversight studies and determine legislative policy. He challenged
‘legielators to use the committee structure to develop statements .
‘of legislative policy which would give direction to state adminis-
trative agencies and warned against succumbing to the less demanding

. procedure of dealing with 1ssues on a pilecémeal basis,
The Legislative Advisory Council's seminar represents sn initial
attempt of SREB's State Services Office, ataffed by Mark Musick,

.to bring together a relatively small group of legislators to examine

. specific issues, with the majority of the progran devoted to open
discussion of the problem.  Such programs, along with .SREB's annual
Legislative Work Conference, should provide a forum for legislators

- and educators to discuss higher education issues, The formal seminar
presentations which follow, while they do not reflect the axggnaive-’
discussions which: they sparked, indicate the principal points which
were examined. _ . . .

February 1976 , Winfred L. Godwin
- President

.
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o EUDGETING' A UNIVERSITY PERSPECTIVE . .
' Jack K, Williams, President .
Texas'A & M Universitj

“;;.high:t'iducatian is 'As your first speaker on the subject nf_‘
- ' " budgeting in higher educatigﬁ. I will

~being fitted with a agree quickly to the importance of this
o : : seminar. - In higher education we are in 5
financial straitjacket, a financial crisis--it makes no differ- .-
o i ence which state you are from--a crisis
" and the question...is aided in its severity, no doubt, by '
' . .management deficiencies, but aided as
. how strait must the well by a clearly stated unw gnesa
' T T dn the part of our money-gratfig agen-
jacket bel?" ‘ _ cles (legialative and otherwise) to

o “continue to meet our yearly aipegtaticns
b o fuf a higher unit rate of auppart.

In brief, in higher aduegtian we have been placed on "an economic diet,

. as it were--the purpose being not so uuch to make us lose weight as to

demand that we keep-the poundage about where it is. To change meta-
phors, higher education is being fitted with a financial straitjacket,
and .the question in many of our minds is haw stfait puat the jacket be?

Nathing I have' said is intended to imply ag:aement with Ehase ‘'who would
vfit higher edueatibn in an eenn@mi: Etraitjacket Gertainly I do not

and universities ig in deep financial trauble gnd ended 197& in tha red.
And, one in seven public :allegea and ‘universities in this country failed
last year to operate with eatablished budget limits. I take no com=
fort in the fact that as State colleges and universities are subjected

to cutbacks in appropriations (or ‘to budget increases which are below
annual rises in the cost of doing business) these’schools are meetiﬂg

’ their money deficiencies in part by faising tuitioﬂ and required feeas.

*Not only are in-state fees and tuitians moving upward this year hy S to
10 percent, but nonresident (out~of-state) tuitions and fees have shot
to’a level where public education in the South .and Southwest will soorn
be denied any semblance of cesmﬂpulitanism in its student body mix.

" Low tuition and\gees are hallmarks of our public university system .
throughout this country, and deviation from the low student cost con-
-eept marks & change af’causiderable import in our historic réies_

‘But I will not take more nf ycur time to recount details of financial
prnblems which are t:bvj.uusly familiar to you, b

~ 7 -
I have been asked to make brief eamments on four topieas, First, how ufjg
is the institutional budget prepared? Second, what should the legis-
~lator know about an educational budget? Third, what should be done
in case of a no-grovth or a retrenchment situation? -And fourth, is
;here value to a formula system for funding higher education?

.
& . 6
i :
.



On :hn utt,-r a! pnpu-ins a budjci:. ] mgia :I.n imro;vad Budgets -
‘sve put together by department heads, deans and directors; analysed -
and refined: by appropriate vice presidents; reviewed and ami.nﬂtn

over by university and college presidents; approved by. governing hoar i. -

;iﬁ;nnd thlﬂ hraqght to khs liginlngivl gtaup faz study nnﬂ action,

‘ﬂhtvirliﬁy iﬂd cullagn hudggtl way or ﬁly not be praparad with :ephis- '
tication. . An |} sticated budgat 1§ one which carries forward
existing prog:im;'with a gﬂﬂﬂtal cost-of-1iving percentagé 1n¢te£aa .
added to everything in all eatagnriga, and a8 loasgly-atrivnd-at ‘figure
for ﬂ:paatid growth.

ophisticated budget treats each program as 1£ it were npera:ing
‘from the start or a zero base; this is called zero-based budgetthg.
Such a budget will analyze the naed to continue the program at any
- level. A budget with -aphiitieitian-will offer :a_cost accounting of
thespgﬁgrnms, present an effectiveness study of.tRe §ragrams and make
2 ,ifiaui effort to trim fat from the programs. - .

‘What shnuld a legislata: knaw abqut a university ar\gnllage budgeﬁ?
That is impossible to answer for all legislators; but: I have discovéred,
. working with Teéxas legislators, that they know far more.about -budgets
than most of the pdople appearing before them seem to think they know,
‘*Earhaps one should rephrase the quastian. I think we might ask what

~ college pzegidents or callege board meﬁbe:s should knﬂ?\ahnut legis-

latars when . it comes to preparing budgﬁts.

I beliave lagislatars mua: unﬂe;atand the role and scope nf an . 1nstii
tution before they evaluate its budggt If an institution is expected
to staff for and equip for a substantial research program, then its per
student cost may be $5500 per student--compared to $3500 if the Ph.D.

is afferéd without substantial tresearch--compsred to $2500 if the-Ph.D.
is not offered--and compared. Ea $2000 if only the first two yeara are
offered. Those are last year's figures from one body of national data.’
In presenting these data, .I hope I make the point not only that the
costs are higher for the complex institution, but that any state facing
economic reality abbut higher educatip must decide which of its univer-
sities are to be complex and which arg not; and having mada the judgment
‘must* enforce it with courage and convi tian.

Legislators should understand how monéy is spent in higher education.

By that I mean that *for each dollar appropriated to higher education

for its educational programs, about 55 cents should go to’instruction
and :eseareh' about 5 cents to the library; about 15 cents to admin-
istration and ggneral purposes; about 10 cents to student services;

and about 15 cents to.plant operation and maintenance. These are
cperating expenditures; of cnurse, anﬂ have nothing- to do with capital

2 T
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outlay, Any institu;ian presenting a budget which departs in a

material way from these operational percenkages may be right in ﬂoing
so, but should ba prapated to explain why%rin my apinion. ,
Lagislgteta naad to understand that of each dallar of adueati@n axpan-
ditufes, about 50 cents goeg\far salaries and wages. Eéucati@g is
‘offared to people by people.’ [t follows,:obviously, that if sybstantial
m@ney is to be saﬁed it must“be saved through reductions of pefsonnel
or' increases in work load, or both. Perhaps notRing in higher education °
is as little understood as is the teaching load and teacher-st
ratio. . The Proceedings of SREB's 1975 legislative Work Conference .
includea an article on teacher load wrtttgp by a faculty member--in
defense of the thesis that most teachers work long hours each week.

When I began full-time teaching on a college “level after World War ‘II

in 1946, the teaching load in universities was normally fifteen sémester
credit hours, It dropped shortly thereafter to twelve., It has stead-
ily declined over the yq§rs to nine and to six, - Where‘one teagher was
required in 1946 ‘two or three are required n@w,

The gospel of the law teaching load has caught un, and in the public N
mind has been tied directly to quality. People believe that the lower *
‘the teaching lcad, the higher the quality of the education work of the
institution. No valid data exist to prove this claim of quality, but

it persisfg like dandruff and the seven-yeéar iteh. In cost of néw
_professors, in cost of office space, laboratories, secretaries amd

~ general teacher support, the teaching load fiction has.pushed educa~

tional budgets up ''Disaster Mountain' faster than many will believe
or adiit,- : : .
This dges not have to be so. I will give you a persanal DbEEIVBElQn.
-In‘the past five years at Texas A & M, during a period when our univer=-
sity has expetienced a 78 percent increase in enrdllment, our faculty
size has increased only 26 percent. The economic benefits which
accrued are calculableé, -obviously, but-detractors may say that we have
suffered a decline in our educational quality as a result, I defy any~-
one to validate such a charge. By any testing system I know about,

the alademic standing of Texas A & M's students has steadily imprgved.
But I do not offer this as a “show and tell" exercise. I make the,
point simply that any legislature faced with findncial crisis should
seek a professional review of budgets on the basis’ ﬂf prcductiv;ty and
personnel work loads. v

4

Plans for No-Growth or Retrenchment -
- ot .

‘How to Ehe third query--what can be dotie 1in case of financial no- .

growth or retrenchment. If a 1egislatufe'has charted a course of
financial no-growth or retrenchment for its-university and college
system, it should make clear that this pYogbably also means no ‘increase
in student enrollments--or™if enrollment Wacreases are to be allowed,
it must be made clear that they will .be acdompanied by heavy and imme-
diate increases in the cost to the student and/or his family.

]
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legislators and ceantral governing boards are obligated, in my opinion,
to tell university trustees and presidents publicly what the guidalines
are for financial retrenchments. Budgets can be reviewed, tightened, .
and fat removed; work loads can be increased in some institutions; travel
costs can be reduced; equipment can be used a bit longer; space demands -
can be dealt with mthlessly--but these re not long-range solutions to

a genuine financial crisis. Each of the steps taken can easily be taken
.too .far. ~There is a xatio beyond yhich work loads cannot be raised. :

. 'Only "x" ntmber of working people can be squeezed into "y'" feet of .
space. Administrative and general funds can be cut to a point where

the educational program will indeed suffer. When these limite fare in
sight; the institution's program inventory and its head-count enrollment
must be stabilized. If stabilizing enrollments and program inventory

are not sufficient; then programs must be cut away. These are .not easy
‘solutions, bﬁ; there is no adequate substitute solution for them,

The business of cutting away programs, together with the personnel
employed to maintain and support them, is an action which should have
priority over general, across-the-board cuts. My suggestion 1s that
the legislative and/or executive authority in the state give public
notice of its intent to curtail progrems and enrollment in state univer-
sities; and that the institutions be given as much time as possible to
phase out of existence those progrsms which cannot be continued. The
university needs this time because once a program 1is begun, .students
are enrolled. And once students are enrolled, they deserve opportunity
to complete the program which they entered. Anything other than that
is indefensible. ‘ ’

Many of the comments I have just made are in line with a statement I
gave to.an SREB group two years ago when I said state legislators

should design for themselves a central board they can-trust to do the

s educational job I am talking about. Legislatoxs need working for them
a strond, tough central board of professionals. The financing of higher
education occupies more and more of your legislative time and subjects
you'to increasing harassment from all over the state. I would argue,
as I have done before, for a strong central board, trusted by the
legislative authority to recommend to you procedures and actions -

' carefully evaluated on a full-time basis.

- Importance of Formula Systems

This brings me to the last point T was asked to discuss--the importance

of aﬁ;;rmula system to the budpeting process. Is there importance to .

a foufula system in the higher education budgeting process? I feel

that the adoption of a spundly-conceived formula system for maling

appropriations to higher'\education is essential. There must be an

agreed-upon unit of cost for program activity in higher education,

~ and this unit of cost should indicate the price of doing businessr=
course by course, curriculum by curriculum, and educational level

by educational level. -



The Texas formula system has been in existence for at least 15 years

and has been revieved and refined and improved each year. Busioaess
officers of tke institutions of higher education, Legislative Budget
Board personnel and others serve on the committeas which do the reviaw’
and suggest the revision, The annual goal is to improve the relliability
and validity of thé formula system. I hope .the formulas are helpful to
the legislature in Texas, and I think they are. I hope the formula  *
system in Texas makes clear to the legislature what is involved finan-
cially in moving from a baccalaureate to a master's to 4 doctor's

degree program; what costs are includad in professional curricula

that are not included in nonprefessional curricula; and how all cam-
‘pus workers--police and admissions clerks and grounds maintenance
personnel--are affected by different student groups doing differaent
work routines. , ‘

The formula system is not a cure for all evils; it is not designed to
save money as such; and it is by no means perfect, regardless of how
much revision goes into ft. But it is valid in setting guideposys
and in providing comparative analysis of costs by program type and
size. It can and should be invaluable to busy legislators baseiged
by pressures from all sides for their time and knowledge and tax
dollars. )

Ladies and gentlemen, my time is up. I hope I have not been totally
© pgdestrian in my comments to you. Thank you for your kind attention.

&




. T a ; |
nmmm«a: ‘VIEWS OF A STATE HIGHER EDUCATION DIRECTOR -
- James M, Furman, Execuytive Director e

llinnilrnagrd of Higher Edualtian

0 higher education's : L'hlnk whnt 1 wuld:itknﬁ do 1s to
o . : give some background material about
budget 1s what's left. dﬁvnlapm-nt: in higher education, which

L : I'm surae is obvious to all of you here .
after all the other fixed tndny.ﬁ The strange thing to ma 1is that
_ - o .nd mattar how obvious these trends sesm’
‘income and fixed expand-  to be, it's amazing how when we talk 1bqu;
: these things, on a personal level-- h '
itures are automatically  particularly with an ipstitutional preasi-
i .~ dent, particularly thE somebody who 1is ,
provided..." closely identified with the daily operation
e of a college or university--somehow these
‘ ' trands don't scem to have relevanca for
- that {nstitution or that -gictuation. I am :mind-d 6f the néws commenta-
" tor years ago who used to begin with, "Thers’ s bad news tonight." That
certainly ‘seems to be the case in terms of what we see developing in
higher education. in individual states and around the country. :

r Education

One of tha things that 1is hagpening to states' legislatures, again

very obviously, is that a. declining proportion of state gena:al rev- .

enues arae going to\higher education each year. And that's a pronounced
trend. In fact, in the last two years two thirde of the gtatsa' public
funds declined in the proportion. of reyenues going to higher education.
This trend is continuing, and I think dver the long run that trend has
avery reason to continue that way in terms of what we.see happening

in higher aducatign : v

" =

"In the State of Illingiﬂ in the last five ycars we have dropped frﬂm )
227% of state. revenues polng to higher education to the point where 17%
i3 going to higher education. I think in the years ahead it 18 very
likely that the trend--at best--will stabilize, and 1t will probably

" continue downward. As you look at higher education budgeting and the .
legislative response.to higher edugatinn, it seems increasingly to
me that the executive and lggiilative branchea are viewing higher
educatiorr in the sense thdt it's the balancing mechanism for appro-
printian: ganarally in putting together an overall budget. In many
ways itiis what's left after all the other fixed income and fixed
expendituraa are: gutgmatically pravided far tha state,

1

Even though we talk Jabout - fcrmulaa andﬁ;he use of -formula systems, the
truth is that Eherg has been a decline 1n the last years in the use of
formulas for cnlculsﬁing how much’ mordey ahnuld be poing to higher

education, App!aptlﬂﬂi@ﬁ by fcrmula 18 being abandoned in many ways .

in states araqund Ehatc Y. I sthink" chis creataes even larger pressutéé f{ﬂ
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for looking it higher educatian a8 the final consideration in davalap- -

‘ {ng the total budget of a state.- States have new commitments in dﬂaliag
with walfare and othér areas which add up to moxe tharn is availabla;~

"Tha result is that cuts are mldi-—ﬂpptaaehaa have t6 'be considered

for raductng bufigets. Higher: education {s fair game for that kind of
reduction, avan mare than other gréaa of state govarnment Bpending.

r

Ilie Changingvﬂnrn;;ment Pictura

'Dne of the problems that I think accentuates the - difficulties we hgve
in budgattng in higher education is that 1n all of the states today -
wa're in the final throes of an enrollment ‘growth, ‘and this is very
misleading to many of-our’ colleges and universities. In my staté this
year wa had a 10% increase in overall anrallmanﬂa 20% in our community
colteges, 6-7% in public'universities, and a 4% increase in private
colleges, And I know that generally that kind gf trend exists in

state aftor -state thiu year.

Ao a matter Qngﬂggg ;hia;ygat we will have theilargest class of high
school &raduatea in the history of the U,5. -To the extent that these

graduates move.on to college and continue to be the largest contributor

to our calleges and universities, we are not going to have a drop in
enrollments thi4' year or next year. Jut we know further that by 1981 -
wo will begin to have.a-decline in enrollments. As a matter of fact
this decline should continue until 1990. Then in 1990 we'll have the
game number of acudean in our colleges and universities that we had
in 1975. ) T e '
‘ RS '
It's very difficult to fot that message across--and the severity of
the problem confronting us in higher education--when we continue to
DLe in the last pasp of the cnrgllmeat increascs during the next few
yecara. Our problems today: have to. be’ congidered with an eye toward.
the approaching realities Gf the 198&'5-;what happena-in -the 1980's
in terms of classrooms, in terms of staff that ve need for the next
few years as compared to the declines that should occur in the 1930's.
As a matter of fact, in 1981 we will have 35% fewer high school gradu-
ates than we-have today in higher eduzatian;

1t is often reported that we in higher education feel that the new
adult population, incrench cenrollment of women, minoritics and per-
. song over 30 years ‘of age will somchow campensﬂte for the drop in

» high” school graduates and that we will continue enrollment growth
indefinitely into the futurc as we have in the past. I don't believe
that's going to happen. I think we are increasingly ik a service-
orlentad economy, and éven though we will add adult enrollments in
numbgrg beyond what we havc in previous years, this will not offget
the demographic pEDjLCELDnS £ar other majar areas of enrollment.

wo .
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Ouf management of varicus phases of higher education budgeting in the
. past has been management of growth, What we really need, as Kenneth
Boulding of the University of Colorado has said, is a new perspective
about the management of decline, or at ‘least the management of stability.
The management of decline or stability is poing’to be increasingly
the challenge of the future. By the time we reach.the 2lst century
we may well have a stable population in this country. So to repeat,
I think all of us have been too much schooled in the growth syndrome.
It's extremely difficult to turn this thinking around and have a new
perspectivg'on management that ties specifically to higher education.

The Weed for Statewide Coordination

I believe, as Dr. Williams does, that it is absolutely essential to have
a strong central board as it relates to the budgeting process in higher
education and I hope fervently that that strong central board has the
support gnd the understanding and credibility of state legislators..

So many times when a statewide board goes on record to eliminate a pro-
gram or suggest the phasing out of a professional program or perhaps

an institution, much to my surprise I've found as much resistance from
the legislature as from thd education constituency of individual colleges
and universities. Legislators so many times find themselves in a
crossfire between the need to protect their own district requests and

. programs and the overall need to achieve reasonable economies in the
higher education budget. gt

I only ask that you as legislators consider thoughtfully an appropriate
way to press for the needs of your constituents.which, at the same time,
will not seriously undermine the efforts of a central board to gain cost
effectiveness in program review. . The coordinating board has no built-in
lobby and it badly needs the understanding and political support of the
legislature. Even in the area of Ph.D. programs, we find a kind of
reverse twist against agency efforts to avoid duplication of a program
by another program elsewhere in‘the state. We at the central board
certainly find ourselves in a very difficult dilemma with legislators
vho feel strongly about the need for given programs in spite of evalua-
tions to the contrary. I'll stop with that as part of the background
and elAborate on other points during the discussion period.



BUDGETING: - PERSPECTIVES FROM A STATE EXECUTIVE AGENCY
‘ Wayne F. McGown » '
. Wisconsin's Deputy'Secretéry of Transportation and
. former Budget Director and Secretary of Administration

“Gleatly the biggest " Because budgeciné,systems do differ among
’ states, we need a comuon starting point
problem the higher for our evaluation of the process. The

‘- system I have worked with begins with

.education budget presents . agency requests to-the executive who is

required to propose a balanced expenditure

...18 its magnitude in and revenue program to the legislature.
The legislature, using the executive's
an era when the love plan as the take-off point, independently

makes its own determinations and incorpo-
affair between public and rates them into the appropriation bill,
C covering a period of one or two years.
professor has-cooled.’ Following legislative passage, the execu-
T tive's involvement in the bill is the usual
constitutional one of signing it, or veto-

+ing 1it, or exercising a partial or line veto. Upon publication, the

executive and the agency to whom the appropriation is made have a joint
responsibility for cdministering the statutory appropriations to carry
out the legislative intent developed throughout the budget processg

The budget system presumgs that the higher education agency will par=
ticipate in the system in the same way as all other state agencies.

"All monies used by the higher education sgency, regardless of the

source of those monies, are deposited in, and are accountable to,

the state's treasury and are expendable unly upon specific apgrapr13=
tion authority. The higher education agency is expected to respond to’
all requests for information including complete fiscal data, statements

- of goals and objectives, policy papers, tables of organization, payrolls

and short and long range plans. The budget proposals of the higher
education agency are presented-in summaries for the entire system, but
traceable to each campus or cluster, if requested. While the specific

-format of the budget request will vary with the budgeting philosophy

of any given state, the preferred emphasis will be on major program
functions such as instruction, ph&sical plant, libraries, public ser-
vice, research, and administration, with less emphasis on how the money
is to, be spent, such as salaries, capital equipment, travel, etc.
Usually, however, the final budget will delineate the specific number
of authorized positions both for faculty and non-faculty positions in
the system.

The Executive's Ability to Deal with Higher Education Budgets

As a starting point I'll try to answer some of the questions presented
to us for discussion. The first is: what is the executive's ability
to deal with a higher education budget? The executive's ability to
recommend a budget for higher education and relate it to the total

9 )
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budget plan for the state depends upon higher education's compliance
with the budget system, and with the willingness of the staff in the
higher education agency to be forthright with all of the participants
in the budget game from regent to budget officer, to governgr, to the
legislative fiscal staff, to the individual legislator. (We have come
a long way in my opinion from years ago when I once heard a university"
budget official reply to a legislator's question at a budget hearing

by saying that the answer to the queation being asked was so compli-
cated that he would not bother replying to it, since the legislator
asking the question wouldn't understand the answer anyway. Those,

days are gone forever--or better-bel)
Clearly the biggest problem the higher education budget presents to
the executive--and the legislature--is its magnitude in an era when
the love affair between public and professor has cooled. In every
state the higher education budget is among the biggest, if not the
biggest item in the budget. In some states, my own included, it
accounts for more than 50% of the general fund allocations for state
operations. Therefore, the problem is a major political one, neces-
sitating good-faith efforts on the part of higher education leadership
to manage effectively, to eliminate marginal operations, and to can-
didly identify major educational policies and their relationship to

the dollars being requested.

Higher Education Policy Decisions

I personally don't believe either the executive or the legislature is
particularly interested in authoring educational policy. ' Rather, I
think they want evidence of the willingness of educators to openly
discuss policy, to present alternatives and. consequences honestly and
fairly, and to implement faithfully the policies which are ultimately
endorsed in the budget-making procesa,

To do that in Wisconsin, we use a system of policy or issue papers
prepared by the central staff of the higher education agency and approved
by its regents prior to forwarding to the budget agency. The usual
format includes a statement of the issue, alternative ways of dealing
with it, results and costs which can be expected and, finally, a
recommendation from the agency for the alternative most preferred by

it. These basic documents are used both by the executive in formulating
recommendations and by the legislature in developing its position.
Ultimately they are used with the press in describing for the public

the overall policy and program decisions contained in the final bud-
get act. . e
While we find the issue paper the most meaningful device in budget
communication, we recognize and have used other techniques, such as
budget formulas. :



Farﬁulasﬂigtﬂigher Edu;gtianjBudgatiqg

b Fbrmulas in budgeting are suppased to pravide mathematical camputa-
tions useful for making comparisons and useful for achieving equity
‘ in the allocation of resources among programs competing for-limited
) " resources. In higher education the major budgeting effort is to
provide appropriate staff and facilities for the students enrolled;
therefore, formulas are developed to aid that effort., They usually
count the number of credit hours taught, what is taught, class level,
‘size of campus, past direct costs measured by common accounting defini-
tiohs and some allocation for a variety of indirect costs. These are
fed into the computer and out comes the size of the instruction appro-
priation for the forthcoming year. Or so the theory goes!

\ I am going to have to differ with one of my fellow panelists because
// . my experience with formulas, at least at the state budgeting level,
\is the old problem of applea and oranges. Formulas measuring costa-~
per-student, while valuable for that purpose within higher education
nstitutians da not easily relate to costs-per-mile of highway con-
truction or gast—per-degendent—child on welfare. E;&faquently,
program and political choices independent of the fo as still
have to be made. Furthermore, once you add up the "riéht" answer
for each formula calculation in all programs, the tafaiﬂwill inevita-
bly exceed available resources., That happened this year in Wisconsin
with the result that the legislature simply declared "inoperative"
‘the previously enacted statutory allocation formulas and went instead
to policy issues and department program issues involved in the various
agencies. The formula system is useful--probably mandatory--for '
internal allocation of funds within a system; I do not find it partic-
ularly useful in the budget determination process. ’

1

Budget Contracts in Higher Education
More recently we have explored, in Wisconsin, the '"budget-contract"
concept. Budget-contracting is a complement to zero-based budgeting
which re-analyzes all program facets of all state agencies every bud-
get period. (Zero-based budgeting, incidentally had its beginnings
here in the Southeast.) Once the zero base is identified, the new
budget 1s built, a program at a time, including new prcgrams’and
those which are authorized for continuation. In budget-contracting,
the legislature formally contracts with the agency for every program
segment in the budget--that is, the legislature agrees to provide
"x" number of dollars to finance "y" level of program achievement
in the agency's undertakings. The contract documentation provides
specific evidence of the program performance expected and becomes
the-basis upon which the post auditor can measure program gamplianﬂe.

Wisconsin's budget law now authorizes the contract system; beginniqg

next year we will start writing specific contracts, But initially will —

1imit them to new programs or major expansions of existing programs.
11
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If the system works, it is feasible that in the future all of our
. appropriations will be base?»@ﬁ a series 'of formal written contracts
between the legislature and the agencies. S

Vol L.

Highér Education Budgeting in Transition /

Some of these kinds of demands made u?on'theqhigher‘educatian system
- were not even conceived of ten or fifteen years ago when I'started in
.. the budget business in Wisconsin. In those days, in many states; the’
‘higher education agency or the higher education system was pretty -
"much out of sight from the budgetary processes imposed on other pro-
grams and agencies,” Voo
. 5 \\
That has changed dramatically in ten or fifteen years in my statg'ég&
I suspect it has in most states. Today, unless there are very specific -
constitutional or traditional restraints, the higher education agency
participates in the total budget process like any other state agency.
| Clearly the pendulum has swung. However, I would warn you: don't
let the pendulum swing so far that there is an esxtcessive involvement
on the part of the executive and the legislature in the process whieﬁ\
des or erodes the proper role ‘'of highér education \

=

ultimately preclu

administration and hanagement officials. K \

We need a mutual system that says, on the one hand, higher education wilﬁ\
\ participate openly in the budget decision-making. and, on' the other hand, \
) gays that we in the executive and legislature will assure- the proper \
\ kind of role for higher education management . Specifically I would \
suggest the following: : S '
1. The creation of a higher education structure which
permits effective planning, coordinationm, and man-
agement. (This could be a state-wide system, major
campus cluster, coordinating board, etc. I don't
think there's any right answer for a given state.
Wisconsin recently moved from a coordinating council-
concept to a single system. I think in Wisconsin : w
that is working and the coordinating council has '
worked well in other states.) There needs to be
a statutory appropriations EEtuéguze compatible to
that system, so that there can be flexibility for
internal allocation of funds within the system.

2. The willingness for policy change in the higher educa-

~ 'tion system to be evolutionary in a long~range context,
providing a manageable pace for shifting priorities.
However, the ultimate goals should be identified from i
the beginning, and the higher education board should
be held responsible for achieving them. o

3. Agreement that resource allocation within the aystem
should be the prerogative and responsibility of the
3 " higher education board and management.

12 -
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' 4, Insistence on an overall plan for achieving productivity
! .+ within the system including identifiable timetables,
* procedures and standarda, I prefer this approach to
one of direct audits by the executive or legislature
of individual degree prcgrams or research prﬁjects.

/5, Delegation for internal orxganization of the system
f to reside with the agency. However, thé legislature

- should have clear-cut authority to establish or dis-
continue institutions and major schools or eéileges /
within institutions. Below that level we should let
the higher education agency organize so as to carry
out its program as best it can.

. 6. Overall monitoring and evaluation of factors related
to student access including size limitations, policies
of out-of-state versus resident enrollment, questi@né
of freedom of choice, general fee schedules, and
financial incentives. Any executive or legislativ7
challenges to these factors should be at the broad
policy level, not aimed at narrow specifics. /7

/
i

4

7. High-level support and_fEﬁéfds in the Eudget fag/
cost-cutting achievements resulting from management
or faculty innovation including incentives far
inter-campus or inter-system cooperation. /

8. Clear directives mandating the complete and qéen

, involvement of all facets of the higher education
¢ agency in the total budgeting process including
encouragement for open input into the process from
(I faculty and students in add;ticn to system adminls— ‘
. trators.

9. Determination of the respective ‘turfs of the state's
higher gducation system with specific responsibilities
assigned to the university, technical colleges, community
colleges and public service programs, and with corre-

sponding demand for inter-system’ cooperation, wherever
feasible. 0
10, Establishment or retentlon of governor-appointed bi-.

’ partisan governing boards but with Senate or leglslative

confirmation a crucial balancing power. As much as

budgeting demands full participation by the higher
education agency, there is-a corollary need to have
higher education isolated from day to day politics.




Collective Bargaining's Impact” on Budgeting

e = " L

" Finally, I will end by discussing one more subject. that. won't be
popular. I urge immediate attention, to the probability of formalized ~
faculty collective bargaining, remote as that may seem ;gﬁyﬁur astate
today. Much of the budgeting decision-making of today will pass to

" the bargaining table when fermaljéafge;tive,bafgaining begins. =
(Notice I didn't say if.  For example, I predict collective bargain- o
ing will occur in Wisconsin within a year. To me that's significant,
what with Wisconsin's long-standing reputation for. faculty governance :
and overall academic excellence.) \ ‘ S -,

. . . . ¥
It is imperative that ve plan now for collective bargaining, and that
our planning provide for structures which interrelate the bargainiag
and budgeting processes both within ‘and outside of the higher education ¢
agency. The process clearly must either. involve the executive and
legislature in direct bargaining or ratifying roles, or must provide
the agenéy with sufficient budgetary flexibility to permit institutional _
implementation of negotiated agreements. Without careful policy eval=- = \xu
uation and planning for collective bargaihing today, and the realization
that bargaining and budgeting are very much intergelated and need to
be, I think much of what this panel has dealt with. today will become
. moot tomoxrrow. ' ' .

\
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.STATE CONTROL AND PROGRAMS FOR ‘HIGHER EDUCATIDN
, Lyman A. Glenny, Director
Center fcr Research. and Development in Higher Educaﬁion
‘University of Califorpia, Berkeley

s s

-,

"The future is not bleak = State gover rent remajns_ the chief source
) : - offunding for Pigher education,. and nothing
for institutions and . on the horizon ‘would appear to change that
. . ‘ . observation for the future. The public
staffs that recognize genlor institutinns\rely most heavily on
’ the gtate for funds, the community colleges
‘the trends and take do 80 to a 1asser\but increasing extent,
. _ and the pfivaze 1nstitutians, eurfently
‘appropriate actions... subsidized by the at4te through tax exemp-
; : tions and student tuition grants, seek
Analyses, plans and "  more state largesse in the future, Con-
. ’ " currently, the state is confronted with
action must Be bywords ' serious policy issues relating to support
' L : of research, public services, and adults,
if success is to be to falling enrollments in scme public
, institutions, to the probable closure of
assured." some private liberal arts colleges and
e : : _.perhaps some public ones, to the continuing
= ’ - oversupply. of doctoral graduates, to cdm-
: petiti@n with the collegiate sector of new forms and new institutiﬁns
offering PDSLEEEDﬁﬂaty education, and to a . host of issues relating to
finance in a period of high 1nflatian and severe recession.

The well<being of ﬁanj institutions and the ver& survival of some -
. relles on the mutual accommodation of the particular college or univex-
# sity with the state government. :

With rare exceptions, institutional definitions of function and programs
for the future will be reviewed, second-guessed, dnd modified by .one

or more agencles. of the state in which it .is located. The social and
political enviromment for resolving institution/state issues is very
complex and very different from that during the gréat expansion périad

of ten years ago.

Many institutional officers appear to be unaware of the vast changes
taking place in structure and power relationships among agencies deal-
ing with higher educational matters, or with the competitive challenges
of new institutions and new modes of iInstruction, or with the.form and
content that insgtitutional plans must have in order to adjust in a
positive and aggressive way to the emerging new world of postsecondary
education.

Pathaps the least understood part of this, new world are the fundamental
shifts in power relationships among state agenciles as they deal with
budgeting, planning, and coordination of higher institutions. The

e
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. and aueceedad in becoming seniar colleges.

=

aagial coptext for establishing new institutions or new roles for
existing institutions in the 1960's was one of almost unbridled
expansion and optimism. Enrollment: funds, and buildings all grew
massively; and each senior institutibn, new or old, seemed. to aspire

- toward status as a graduate research inaticutian.“Junicr calleges .

proliferated 'to become. community Eclleges ‘and, in some cases, sought

S;ate go ernments regpagded to the gfﬂwing ﬂcmplexity and prablems
of expansion by creating a variety of coordinating and planning bpards - .
or coundils. These new agencies and institutions operated in & palitn

1cal captexg of relative ﬁimpli:ity. Most governors' budget offices

state legislatures, a polit 1cal assistant might sometimes be found,
but professional Etaffs were virtually nane:tigtentT Under these
canditians/ coordinating boards entered a near -vacuum with their fresh
staffs of professional speclalists in planning, budgeting, and program
development. 'These  agencies were in an ideal position to create a
favorable record of accomplishment, with both the governor and legis-
lature relying increasingly 'on the coordinating board for planning
and initiating policy; and their plans--almosgt without exception--
anticipated unending increases in the number of young padple and the
prapcrtian of high school ‘graduates wha wauld attend college.

'1
Today institufions and coordinating ageneies face a very different \
political -and operational enviranment (Glenny et al., 1971). By 1970
the staffs of many governors' budget offices were expandéd'ta include
professional specialists for higher education. ' Ihesa analys:a revieved

had_smalll:taffs and rarely a specialist for higher education. In

=

4

»;the budget and programming work of both the institutiugs ‘dand the state-
"ﬁide boards. The executive budget became the instrument- which largely

. ﬂetermined the allocation of funds among ‘state”services;and among public
_institdtions of higher education. As funding constrictions and unex-

nected enrollment drops occurred, many coordinating staffs moved toward
closer association with the. inczeasiugly powerful governor an% away

- from the legislature and the institutions. K

C@ncu:ren&ly, many iegislaturesfbegan to combat actively the continuing
accretion of gubernatorial power. They, too, hired professional staff
for research units and for the appropriations and finance committees.

In the past four years the growth of these legislative staffs has been
very great. Specialized staffs equal to that of the governor are not
unconmon. Economists, political scientists, accountants, and managers .
nov aid legislators in dealing with the operating agencies of government.
Moreover, more legislatures than governors have established new program
review-and-performance audit agencies or added that functian to an ex--
isting cffice. -

It is net uncommon fér a public college or university budget request
to be reviewed seriatim by the state coordinating board, the executive
budget office, and from one to four different legialative committee
staffs. After appropriation, expenditures may be pre-audited ard

16
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after exPEﬂditure both fiscal and pragram audits may ensue, Colleges
‘and universities ine;eaaingly!exhaust their planning and management
resources in responding to the plethora of executive and legislative
‘staff requests.  Little time remains for educational g;ﬁéram planning
‘or operational developments which legislators and govérndrs want des-
perately and which, if institutions are to suryive in the next 20 years,
must be done. : /

The envirommental context is further complicated for institutions by
federally-initiated programs for buildings, continiing education,
instructional equipment,. and gtudent did, along with the accompanying
regulations for dealtng with affirmative action for women and minorities.
Rather than assign administration of these prograps to existing coordi-
nating or statawide governing boards, new agencies were often created

by the Etatas. . .

Further;'federal funding patterns emerging during the past five years
avard less money directly tg institutions and more to students through
grants and work-study programs., The federal policy of aiding students
through the institution has led the government into an extremely com-
plicated set of administrative arrangements with the colleges and
univergities as it attempts to achieve federal objectives rather than
the more parochial objectives of the institutions., Also, it is not
clear- whether state and institution budget planners have considered
the operational consequences of faderal student-aid programs, much
less recognized them as integral to effective financing.

These new complexities of the political and organizational environment
for institutions require different data and information bases as well
as new perspectives on the decision-making process. But probably more
important for societgl welfare and institutional survival is the reso-
lution of the confrontation between the new forms, modes, and types of
- agenclies for offering postsecondary education on the one hand, and the
higher institutions both new and old facing drastically changing enroll-
_ments on-.the other,

Given the greatly changad climate of opinion and attitude toward

higher education and the\structural and political context within which
it seeks support, what are inastitutions and coordinating agencies doing
or intending to do for institutional welfare? At the state level,
studies show relatively little long-range planning taking place. Coor-
dinating agencies and statewide boards do respond to immediate policy
issues on the establishment anf location of institutionally proposed
medical and veterinary schools\and on specific uggestiona for new
doctoral and professional prfigrams.. But with few exceptions among the
states, planners are not engaged” 4ip concelving new initiatives in pro-

) gramming,;in setting system goals, in reviewing or redefining institu-
tional missions, or in establishing other parameters for the development
of individuval campuses within a system of public and private institutions.
Certainly, few pay much attention to other postsecondary forms or agencies,
much less take them specifically into account in their planning.
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We also find legislatord and governors mueh concerned over the lack.

of direction or focus in higher education., I do not suggest utter

chaos at the state level, but actions which have been taken fall far

short of political expec;&tians and, - given the conditions and t;enﬂs
‘already known, short of requirements to meet the new raalities. if
state-level higher education agencies appear incapable of grasping

the significance of the changes for higher education in the postsecondary
world, how do institutional leaders deal with the issues and the intensely
competitive relationships arising from this context? K The answeris ‘very
much like that of the state-level people. :

L

Findings From Survey of College and University Presidents

In a survey of 2500 college and university presidents conducted by the
Center for the Carnegie Council for Policy Studies in Higher Education
(1975) on how institutions were responding and planning to respond to
leveling enrollments and funding patterns, we found some interesting,
some unexpected, and some incongruous responses.

Sixty-three percent of the presidents had headcount enrollment increases
~of 10 percent or maré in the past five years, and 46 percent -expect to
have that much of an increase in the next five years. However, where-
as 16% percent had decreases of 10 percent or more in enrollment in the
last five years, only 45 percent expect that much decrease in the next
five years.

. The study also shows shifts in expenditure in real dollars per FIE
student. Only 6 percent of the presidents indicate a decrease of 10
percent or more in real dollars per FIE student in the past five years,
and only 4 percent estimate that much reduction in the future. The
Center study on state. general revenue shows a quite different picture.

Presidents expect relatively little change in funding patterna to 1980
‘compared to the recent past. Although fewer than in the padt, 70 per-
cent of all presidents still expect increases from state government,
They are much less optimistic about the federal government. On the
other hand, they are optimistic about private donations as Dgpcsed to
government sourcesd, -

As an aid in assessing trends for the types of students who would be
recruited, we asked the presidents to indicate the extensiveness of
their efforts to recruit among nine classes of students. As one might
expect, the largest single percantage figure in either time period is
toward recruitment of traditional students. But whereas only 5 percent
more will recruit extensively for these, 28 percent more will do 8o for
adults over 22, 26 percent more for evening students, 22 percent more
for off-campus students, 20 percent more for early admittees from high
school, 19 percent more for transfer students, and 17 percent more for

, previaus dropouts., Clearly, the emphasis is on the adult student and
those attending at different times and in different placgg than the
traditional an—campus student.

-




Further, we asked the presidents for increases and decreases they
expected in enrollment in the various academic areas. In foreign
languages, engineering, and education in the period 1968 to 1974

more presidents report decreases than increases, In 1980, however,
.far fewer presidents expect increases in the fine arts, sncial and
biological asciences, or education than in the last five:years. Only
in engineering, business, and vocational areas are more increases
expected than in the past. On the other hand, far fewer presidents
expect the decreases in enrollment that characterized the past in
almost all of these areas. They are much more optimistic about
engineeriﬁg. foreign languages, the physical sciences, and mathe- .
matics. The figure showing the largest increase in both time periods--
"vocational technical” by over 80 percent of the presidents.

The presidents' questionnaire also asked about the elimination or
consolidation of courses and progranms for purposes of reallocation
of resources, Few presidents have extensively engaged in this activ-
ity and few expect to in the future. However, by 1980 it appears that
the majority of presidents will reduce certain undergraduate and
graduate courses and programs, and ‘that the percentdge who will do )
'very little" drops to roughly half of that reported for 1968 to 1974.
So presidents do see a need for more efficiency in the ﬁurriculum in
the future. ;p
All our data show that higher educatimn was truly expansionist in the
retent past and, while the percengage of presldents reporting further
increases by 1980 1s somewhat less@nn most items, a definite sense of
optimism pervades their attitudes toward the future. Even those who A
have already suffered enrollient qud funding losses estimate the future
with sanguinity. The administrators are sufficiently satisfied with
their recent tactics and strategiea for recruiting new clientele,
adopting new programs, and meeting: staffing needs, to report no majcr
changes in activities beyond those already underway in 1974. Adjust-
ment, if any, will be more of the same. By dning the same they expect
conditions to be better, and certaigly no worse than at present.

New Perspectives on_the Igstitdtiﬂn?s Role Are Needed

Given the public and political attitudes about higher education and
the great changes occurring in the types and kinds of institutions
and agencles engaged in postseconflary Educﬂti@n, the expectations of
presidentd often seam uﬂfealiaﬁiﬂ.g While 1t has been my impression
that state planners and ccardinatqfs are perhaps more aware of these
changed attitudes and ccnditiuna,gthey, like the presidents, also
tend to stick with the status qud,  So far, few have rocked the boat
of complacency untll a genuine crifis arises from real budget cuts
by governors or a drastic drop in ehrallmcnt ogcursa,

Higher education is unquastiﬂnably very important to the state for
improving the quality of lif¢ and the economic welfare of its citizens--
an importance which willlincrease rather than decrease in the future.

\

19



Hﬂweve:, if the college-going rate is an indi;atar what higher edu- i
cation now offers pxobably meets the needs of only a minority of either
youth or adults. The new emphasis on postsecondary education reflects
this fact. Industrial, military and governmental training agencles,
proprietary. institutions, and a host of churches, socilal organizations,

and labor unions now extend opportunities highly underestimated in their
number and omnipresence and underrated for their educational contributions.

The changing institutional patterns, for- nflé:ing training and education
are paralleled by an equally broad array of new means of delivery such -
as audio and video tape cassettes and discs, closed and open circuit

TV, and ‘independent study, The potential of these means of delivery

by agencies other than colleges has as yet hardly been tapped. '

As enrollments drop or level off, staffs of highér institutionslseek
new constituencies to garve—-primarily adults from all walks of‘life
as well as.low-income students.

If adults are successfully recruited to make up for enrollment declines
emong the young in public institutions, the state must decide ﬁﬁa is to
pay the cost. In the past, most direct costs of extension and off-
campus courses were paid by the student; now, by giving resident credit
for such work, many state institutions bring these enrollments within
state-funding formulas for regular daytime students., TFew states have
faced this issue directly, but the recession and inflation cause more
and more states to decide on financing Eeapcnsib;lities for adults.
Governors and legislatcrs are aware, gsometimes seémingly more acutely
than educators, that the climate and environment for postsecondary
education is in a volatile state of flux. They want the state-level
agencies and the institutions to take a more studied and aggressive
stand on how and in what dimensiong each campus will fit into the new
spectrum of agencies dnd modes of education. What they really want

is probably -impossible to provide in absolute detail. But what they
observe is_that which is reported by the presidents--some tighteninﬁz
up on courses and prograins and on number of faculty, but not much;

and a great deal of lalssez-faire thinking about the future.

State pressures for better and more comprehensive long-range planning
are undoubtedly going to come from the politicians and will:be directed
at the state ‘coordinating and planning boards. Individual institutions
will be caught in the intricate web of committees, task forces, and
special teams which -large-scale planning efforts at the state level
entail. Very fev presidents will have well=-thought-out ideas about the
future roles and functions that their Institutions can perform opti-
mally within the competitive postsecondary environment, and fewer still
will have dctual plans to achieve thelr objectives, Thusg, most insti-
tutions and campuses will be vulnerable to the pofnt of helplessness

to ideas and desipns {mposed on them by outside forces and agencies.

s,
Al
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"~ An aggregsive realistic planniag mode is the best defenae aéainst

imposition from without of roles and programs for an individual instis-
tution. The tance requires new perspectives on the institutianal '
role in the wide spectrum of pcatsecandaty ingtitutions and also ﬁéw
data bases for providing more meaningful assessments of internal
operationsvand 6f faculty and student trends that bear on’ pal;cy
iaaues. :

TDD, institutignal regearch staffs and policy analysis gteups can
contribute substantially to the well-being of an institution by
aggressively pursuing with state agancies objectives end gosls backed
by datasbased’ realigm and imaginative analysis. State plans can then
support strong. institutional plans rather than initiate models and
procedures for imposing state-conceived priorities. An institutional
planning vacuum invites state intervention and.domination, whether
through a state plan or ad hoc decisions. A well-thought-out plan

-baged on realistic assessment of.an institution's strength and potential

invitas state support and cooperation rather than control. Aﬁ a minimum,
an in;titutiﬂn Qu&ht to know more about its students, faculty, programs,
‘operationg, and plans than the ‘state agencies--a condition often
unv;riiﬁeﬁﬁby current research. :

&

f 3ure is not bléak for institutions and staffs that recegnize
the “Hrends and take appropriate actions to either chinge a gggnd or

to respond, to, its demands in meaningful ways. Analyses, plans and
actimn must bé bywords if success is to be assured,



L | uexsuﬂvs OVERSIGHT: A FORMER LEGISLATOR'S VIEW .
Cqt ' . Marshall S. Harris _ _
& Member of the Florida Basrd of Regem:s

v, .somf®little band- I koow many of you from participation in

_ : a number of settings. Several of you were
- aid work here, some : in Nashville five or aix years ago when we
: - handled a preliminary session in budgeting
gotch tape there... for the Council of State Governments. This

e , R . was during a time when state gnvernments
» we'fe suppaéed to imagine ' vere first emexrging from the Dark Ageaﬂ-
when some state EGVérnments .for the first

this is the’ way to set “'?”Ctime had the temerity to dacide that the
*  governor's budget proposal was not sacro-
- Legialative palrey o “«sanct, that you could actually amend it!
. . We've come a long way since then in state
e ' | government thronghout the natiom gnd partic-

ularly in the SREB states,

- The strides have been enormous and I think we are ﬁaw at that point in
the history of state govermment where we finally have most of the accou-
.trements that enable us to make intelligent decisions, We started off.
in legiﬂlatures talking abgut annual sessions. Most states in the Sauth,
if not on annual sessiong, are now on something closely approximating
annual sesgions in’terms of extensions or something of the like. Ve

. started aiming at some sort of an increased staffing pattern and most
of the states have now bullt up staffs from virtuglly nothing to at
least what they deem to be an adequate staﬁfing pattern to solve their
problems. And we have continued forward. I'm drawing this out only
bocause 1 think some historical perspective is important. I think the
‘gub ject we're going to discuss this afternoon is the mext logical step

-in that process.

A,Def;ni§;§g,gf-Le';s;ggive,éveisiiht

To many of you, legislative aversight sounds like a strange cerm and,
to many others, it's prabably a term the definition of which we're
" golng to disagree on. - But my concept is that the legislature, having
Y gone -down this trail which has cost them a lot of state dollars in
terms of improving their own sbility to- set pali:y for the state, and
having forced upon their own membership a great deal wore in terms of
gacrifice in time and in braim power, now are sitting back and saying,
.. "You koow, we ought to be accomplishing more in terms of setting policy.
We ought to be in a position to be more content with gur ‘work at the
end of the session than most legislators p:eaently are;

/ I think that leglslative oversight is by and large an answer to that '
: / discontent. Let me tell you what I mean. K It's hard to take away from
an individual legislator his right to go off on any tangent that happens
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to sult him; 1: remember, for e;:ample, svhen Budy MacKay (Florida State
Senator) and 1 eerved together in the House,wowent off on a tangent
. ealled "anrol Inent padding'. Ve foumd: that L1 the state univa:suy

system there were some courses Ln which the pinfessor.dida't think the

student would show up and the student had an uderstanding he vasn't
- expected to, The university aystemn was funled for those peoplée. We
solved ‘the prablem, We wrote a4 provision intothe appropriations bill,
We shifted how that money was spent and pliced limitations on how many
of those students in these types of couxses c quld be enrolled and for
how wany credits and ac what point those cred itss stopped earning state
dollars, We solved that problem besutiful ly. The problem with solving
that problem was that X had a gnawing swspician that I had devoted ona
legislative sesgion (and we reslly had) to that single problem in higher
educatiom, Whem I got finished with it I really felt that it was sort
of like quicksand, I hdd solved the problén <mtained in that little
paclkage and had dropped Lt aut thare aa so lved and as 1 turned ¢r sind
and valked sway it slowly sank imto the qu ik spnd~-covered up as if I ,
had never been thexe at all. And X can®t tel l1you how many times similar
experiences such as thgt hawe happened to other legislators;. '

So it goed, plece by picce, am attack op this position, an attack on
that position, sone little bit of band~aid voxk in this area, some bit
of Scotch tapea in this asrea--and out of this wit're auppased to imagine
this 18 the way to set leglalatiwve policy. Nonmsensel! We're not setting
policy! 4As a pmatter of fact, vwhat vwe are dilmy is what is natural for
legislatures £o do--mo react to speclflc abuses as they come up, with no
pattern to it. JBuddy and I-~-when we looked ag enrollment padding--

had a pattexn. It happened to be vhat that'lotked like a fearful waste
of money. And it wag but you see, the poinmt i, it wouldn't matter

hov you took the money out of the gystem, Your basic policy is that
you're going to remove some money from the system. And the real issue
should be: Cap the system porfoxrm with that ouney removed? To what
degree does it perform less vitally tham itwould if the mopey were
retained in the aystsm? And to pick apart 1 plece at a tine daes not
give yﬁ:u any ;:uherem: fmmeﬁuﬂt Et: all,

Now 1 €bink that; an intelligent :leEisZat;uré s]:jould be puzzled by this
dilemna, and T've got to believe that most of yu are either puzzled
by it right nov, have been puzzled by it io the last little while, or
the majority of you are golmg very soon to be pzzled by it. Probably
you're going to start searching for hav you dosolve that problem.

How do you devisc a system that @llows the legislature to do what it's
really supposed o do, set the broad general policy guidelines for the~”
state?! How do you get collectdve judgrent on the issues to be examined
and then stay with those problens until you solve them in the fashion
that collectively you decide is appropriste! That's where the issue of
legi slative oversight 1s vitally important. T
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A System for Leglslative Oversight = '

) - . i R . a- ' R :‘n P
Y léctured last spring to the Michigan legislature. They adjeurned.

' Michigan's ‘legislature for a day. A number of the Michigan' legis«:

lagors felt it wesn't worth a day's adjournment, but nonetheless they

. come in and listened to mé on'theé subject of legislative oversight. '
. One of the reasons they didn't think it was worth the day's adjourn-

nent to hear me was that I suggested a system that L thought wade
abundant good sense--and since it wasn't their system, they dddn't
think so. I suggested that legislative oversight, if it is going to
be performed, 18 not a function that can be performad by the money

‘committees of the legislature. The money committees of the legis~
‘lature, goodness knows, have enough to say grace over just in deter-

.

wining how the funde will be appropriated for tha forthcoming budget

 eycle without going back to see how well.the funds previously appro=-

priatéd have, in fact, been expended. In most states the money 7
committees make gll the major decisions., The thihg that's wrong with

thet 1s that they don't have enough time to. look at the decisions

they've already made, ' All they can do is look at the decisiops they
expect to make for the forthcoming budget cycle.

L suggested, to the Michigan legislators ;:hgt they m;gh;: to go the way

. some stases have started to travel, namely, staff the major substan-:

tive cormittees and give those substantive committeas the overgight °
fupction, ~ By that I mean, let them have the xesponsibility, 4in * * .

their area, for examining the path that prior legislation has altesdﬁ-" :
taken: What has been accomplished? Is it doing what was sought?

‘Now I understand that you have discussed the Wisconain system, ﬁhere'

th% contract form is a way of benchmarking so that you can.look back-
wa —Es .. Programmatically they look at problems in such a way that
certadn kinds of results are guaranteed for the expenditure of certain
anounts of dollars. How you decide.to do that is relatively immaterial.
The Wiscondin model 1s not the only model in an oversight review. "There

‘gre all gsorts of models that could be used,

The important thing in oversight is that you have a model that you
agree on collectively. I suggested to the Michigan legislature that
it would be appropriate for the coumittee chairmen of the major sub-
stantive committees to collectively decide those major substantive
1ssues they wish to examine in the forthcoming off-season. In other
words, immediately beyond the adjournment they would sit down and ‘
say, "Okay, this is what we did; now which of these items do we wish
to jkeep track of intimately? Which do we wish to see in terms of how

they affect what's going on on the outside?”" And they could collectively . -

wakes assignments from that bundle of decisions to each of the substantive
comnittees. Now that gives you some great advantages. Those of you who
are Appropriations or Ways and Means chairmen in your respective states
and who- have constantly had legislative colleagues snap at your heels
claining they really are not in the big tent, now can say, "Fine,

you were not in the big tent (the Appropriations Committea) because
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you really é;ﬂn': ask to be there. This giﬁes you a way to be

thexe,”" And, by the way, that's true. ' If you give a job to the
Education Committee, for instance, that committee can to a large
degres determine the pplicy of the legislature about that specified
phase of higher education because they've got, under my theory, &
staff, they've got the full-time membership of that committee, and

~ they've got a single charge.

¥

Now I séy ghis'is a.good way to proceed because everybody knows vhat

~ everybody elsé is doing, everybody knows which coumittees are assigned

Pt

i
i

which fields of responsibility. It's a good way to measure committee
chairmen, The way I look at the problem, you assign important tasks
to' that committee and all the committee chairman has to do is foul
up one time and then he is in some Jeopardy of removal. Now maybe
your system wouldn't allow him to be removed, but most systems would
give at least the flexibility for him-to be denigrated to a position
where we didn't even have to give him an assignment in oversight in
the future, knowing he couldn't perform it. Once you did that and

once your oversight function achieved the status 1 think it can,

pretty soon there wouldn't be very many people willingly wanting

to be known as being on the committee that did not even have enough
ability to perform an analysis of a program already in'place. ‘And
this has a number of other great. benefits. = o

One of the major problems which I see now after switching hats from
a member of the legislature to the Board of Regents is that we are
constantly being "potsghot,'" - Constantly we‘find people picking a
little point here and & little point there.| Recently we had a .
gentleman say it's unfair to spend a quarter of a million dollars

to hire counsel in order to represent the Board of Regents .in the

ég.galleetive bargaining issue. (We have a new collective bargaining

law in Florida and we have yet to have our first election in that
area.) But there was a legislator who made & big ''to-do" out of

the level of expenditure that we had undergone as Regents to hire

competent counsel. Well, it turns out he wasn't really on track;
his figures were a little wrong and we think we could defemnd the
issue, but you koow something we found out in the course of it?
We found that, unbeknown to anybody, we had ended up paying not

‘only for the expenses of our counsel, but included in those expenses
‘'was the reimbursement for his drigks. Naturally this didn't come -

off too well because most of the people don't think that state money

. should be paid to reimburse your attorney for what he happens to
. consume at the bar! So we ended up a little ved-faced. But again,

according to Representative Melvin, I said, "Jerry, that was a

great accusation, and luckily you had something that you finally
sunk into that was flesh, but when you get finished with it, was
it worth (other than to yourself and your own home district) the
demage? Would it not have been far better had you picked up the
phone and said, 'Marshall, I have a suspicion you're reimbursing

" for some impropex expenses,'" Of course, he didn't know that at

that time, Ke didn't know until after he'd made his charge that a .
quarter of a million was- spent, 0
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1f legislators continue to make those kinds of "potshots" at executive

agencies, then thay're not going to: be at all iinterested in 8 cohesive

_pattern by which policy is set. "'You know, it'a a rather contdious

digease. Here in this state we've done right well with our legislature
~on-its ability to "sniff out," -In the last couple of years ¥e'va: ¢ome
" ¢lose to impeaching two state-wide elected officials and - two - justices
" on our Supreme Court who resigied rather than face impeschmént.: Oite

other. state-wide elected official was at that point until we managed

.0 ‘polish him off by the elective process. Thdat's & very, very‘centa-~

.glous kind of virus, RO LR ' R
When you setve in a position where you're getting into that kind of meat,
you say to yourself, that's what a legislature ought to be doing. And
that's right. The legislature has that responsibility., But it can't’
do only that sort of thing. Every single thing. the legislature does
cannot be of the quality of virtually impeaching somebody or of discov-
ering a scandal. " o . '

Policy Stdtpments vs Piecemeal Decisions” -

Somebody, someplace has to be thinking consistently about what 1s the’
broad policy we're trying to effect,- And I suggest that you utilize
the system that Michigan had already discarded when I suggested it,
‘and that most of you may discard as well, or any other systein (because
mine fs just my idea), ,But, if you do come up with a system you will
at least have accomplished one thing: Instead of turning over a rock
- every once in a while, 'you'll be harnessing your energy to plowing
a straight furrow, and when you look back down the field you won't
see a ‘few overtyrned rocks; you'll see a straight line. You'll know
where you are and wheré you've been. And you'll be able then to go
back to your electorate and point that out. o o
'Now that's not easy to'sell. It's much easier to make the kind of
public’ statement that results in discovering that the Board of Regents
. paid for reimbursement of some alcoholic beverages of its counsel.
And, the fact of the matter is, that is what gets people alected.

My problem with the way I see the legislature is that that's all it
ever does. ‘It goes around doing that. (and I was just as guilty of
it-~as 1've indicated by our enrollment padding scandal--as anybody
else was). Now sitting on the other side of the table I say to myself:

~ the legislature as a policy arm really isn't devoting ‘the energy to '

. policy-making that it should., Between you'and we, if the Board of

" Regents wants to find out what the legislature intended, it-does not
go to a policy-position paper that the legislature puts out as-a -
result of a review of & program by & substantive committee, Most’
‘often, we pick up a phome and'we call a Bob Graham (Florida Stata
Senator, Education Committee Vice Chairman).- More often than not
‘Bob manages, through his own particular expertise, to get into the

'Appropriations Act those little goodies that only he uﬂdetatandét?f-

A AR , ‘ _ . 1
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Tha;'s not the way a legislature shauld Eormulate policy. It should
do it by eallac;tve Judgment, by leaving a furrow behind- it, by pro-
ducing a docyment that is its statement of policy on that issue, 8o _

’ that at-a future date you can repair to that statement. So that at

a future time the legislature could point and say: '"In the yeatr 1976,

:ths legislature set the fallawing policy as a result of an examination
of a program previously enacted and reviewed’ by the committee on higher

education (or the 2ammiﬁtea on business regulgtian, or vhatever field
it might be)." S .

iz

1 know it's difficult tg imapine that individual 1egislatars would ever
desire to so submerge their pafticular personalities into a unified
c@hesiva prﬂduet that they might buy Ehis idaa, but let me say Ehis*

cies begause they would at 1east knaw wh&t the substan;ive cnmmittee
intended that year in that committee, and you could address yourself

‘to it. You could get rid of hundreds of bills because you could

eliminate most bills over a period of time if they ran contrary to
what was the unified palicy decision of the legislature-

Half the time people . inttoducé legislatian in most legislatutes not
because they think it's a good bill, but because .it does have an.
appeal back home, If it were intrcduced in the face of a policy
statement to the contrary, it might be more embarrassing to intro-
duce it than the P.R. value back ‘home actually turned up for the’
individual legislator. I don't know about you, but just to wade
through 3,000 bills each year (and Florida cut that number' down from .

5,000 - 6,000) 1is terribly time-consuming. But, if after a committee -

gets a policy in an area and then the é¢hairman Qf the committee says,
"Well, Mr. Jones, your bill gpeaks to an issue we discussed two years
ago, 1et 8. consider it in view of the policy expressed then to see

_if we wish as a committee to recommend changing that policy."” I
think after a while Mr. Joned may start to read the policy statements

before he introduces a bill. Just in paper alone it/may be a worth-

while idea because it will save a ton of money. 3’ N

Lastly, and I just want to throw this idea out as a general 1dea
because I happen to believe you all do want to leave an imprint on
the sands of time, I'd like to know from you why it/ is that most
legislatures have not adopted a policy which would enable them to
leaye -documents that were the collective judgment af the legisla- .
.ture at that point in time 80 as to both guide future legislatarsa
and to also measure what’ pragrams are accomplishing. I can't for
the life of me see vhy you dan t do that but then I was there, and
I didn‘t do 1t either! _



