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BY THE COMPTIROLLER GENERAL
Report To The Congress
OF THE UNITED STATES

LD1/1200D

The Federal Program To
Strengthen Developing Institutions
Of Higher EducationLacks Direction

The Office of Education’s Strengthening D
veloping Institutions of Higher Education Pro-
gram is the primary program of direct Federal
assistance to colleges and universities. Title I
funds are to assist developing institutions with
strengthening their academic, administrative,
and student services programs. However, there
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In 1975 GAO could not evaluate the program oot 0 A NETONEL R
because the Office of Education had not de- poncm o POV TR
fined a “‘developing institution,” nor had it

determined when an institution would be con-

sidered developed. That situation exists for

GAO today.

Y The Office of Education should do anumber
M  of things, including maintaining be tter control
L over the expenditure of funds and developing
(%,—s, effective performance evuluation procedures.
The Congress should consider whether the
program is still needed. If so, its goals and
purposes should be defined more clearly.
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COMPTROLLER GENERAL OF THE UNITED STATES
WASHINGTOM, D.C. 20548

B-164031(1)

To the President of the Senate and the
speaker of the House of Representatives

This report discusses the Strengthening Developing
Institutions of Higher Education Program, which is intended
to assist institutions which have the desire and potential
to make a substantial contribution to the higher education
resources O0f the Nation but which are struggling for sur-
vival and are isolated Ffrom the main currents of academic
life.

The program was authorized by title III of the Higher
Education Act of 1965, as amended (20 U.S.C., 1051), and is
administered by the Office of Education, of the Department
of Health, Fducation, and Welfare.

We are reporting on the need for the Congress to con-
sider whether the program is still needed; if it decides
that it is, the Congress should better define the program's
direction and objectives and the Office of Education should
strengthen many aspects of the program's administration.
Oour review was made to follow up on recommendations we made
in 1975 and to determine whether the Office of Education
was exercising adequate controls over the expenditure of
program funds.

We are sending copies of this report to the Director,
e of Management and Budget, and to the Secretary, of
th, Education, and Welfare.
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Comptrollerx Gaﬂéfal
of the United States



COMPTROLLER GENERAL'S THE FEDERAL PROGRAM TO STRENGTHEN
REPORT TO THE CONGRESS DEVELOPING INSTITUTIONS OF
HIGHER EDUCATION LACKS DIRECTION
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This report discusses the Strenqthening
Devaloping Ipstitutions of Higher Education
Proqram--under title III of the Higher Edu-
cation act of 1965-—=that is intended to
assist institutions having the desire and
potential to make a substantial contribu-
tion to the higher education resources of
the Hation but which are struggling for
survival and isolated Erom the main cur-
rents of academic life.

More than 800 institutions had participated
in this Office of Education program from
its inception in 1966 through fiscal year
1977, and appropriations had exceeded

$700 million., Many institutions could
qualify for title III grants, but most
grants have been made to small institu-
tions that serve primarily minority and
low=income students.

While the program has made many worthwhile
services possible, the Office of Education
could not show how these services have moved
the institutions closer to the main current

of American higher education. After 12 years,
no institutions have graduated from title IIT.
There are no indications that any will soon
graduate, even th@ugh 120 of the institutions
that received funds in 1977-78 had been in

the proyram for at least 8 years. HEW teld
GAO it does not believe the law implies that
institutions must achieve independence from

the programn.

Unanswered questions remain: Who was the
program intended to assist? How should
assistance be provided? What are the
objectives?

Tear Sheet. Upon removal, the report . o ]
cover date shoyld be noted hereon. 1 HRD-78-170




Criteria for determining eligibility,
selecting program participants, estab-
lishing institution responsibilities in
administering grant awards, and evaluating
institution performance need strengthening
to better assure that

~-the most deserving institutions receive
funding,

~-funds are accounted for, and

~-institutions progress toward drant and
program goals,

The Office of Education needs to increase
its monitoring of grant activities after
awards are made. Without better monitor-
ing, it is virtually impossible to deter-
mine how successful the program has been
in moving schools toward the mainstream
of American higher education.

The Secretary of Health, Education, and
wWelfare should direct the Commissioner of
Education tos:z

--Modify existing eligibility criteria or
establish new criteria which identify in-
stitutions intended to be served according
to the law and which can be used to deter-
mine what services these institutions re-
quire to reach a developed status.

~~Consistently apply these criteria in select-
ing institutions for the program and measur-
ing their progress toward development objec-
tives.

~-provide institutions receiving grants with
more specific guidelines for (1) administer-
ing grant funds, including the management
of funds paid to providers of services and
monitoring the performance of these pro-
viders, (2) obtaining technical services,
and (3) evaluating program results.

--Reenphasize the need for long-range planning
and close coordination of various title III
projects funded at individual institutions.
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--Consistently apply procedures for select-
ing grantees, refine the process in which
reviewers from other educational institu-
tions review grant applications (field
reader process) so that greatev credence
can be given to readers' recommendations,
and make sure that field readers do not
have conflicts of interest.

--Monitor institutions more closely. This
process should include systematic site
visits,

--Resolve audit exceptions promptly.

--Clarify the grantee institution "assisting
agencies" (institutions, organizations,
and businesses which provide services)
relationship and require more competition
when selecting agencies to provide services.

GAO made several of these recommendations in
a 1975 report on the Strengthening Developing
Institutions Program., The recommendations
are being repeated because:

--Eligibility criteria the Office of Educa-
tion uses to identify developing institu-
tions cannot be used to determine why an
individual institution is not developed or
what it needs to do to become developed.
{See pp. 9 to 11.)

--Procedures for selecting institutions for
funding are applied inconsistently and
rely on subjective determinations. (See
ch, 3.)

--Selections are based on a predetermined
funding strategy, which means institu-
tions may not have an equal opportunity
for funding; therefore, the most deserving
institutions may not receive assistance.
(See pp. 26 to 28.)

--Many institutions have not properly con-
trolled title III funds. GAO found ques-
tionable expenditures, inadequate controls
over payments to service providers, and
improper reporting and documentation of the
use of grant funds. (See ch. 4.)
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--The Office of Fducation has failed to pro-
vide institutions with meaningful guidelines
for using title ITII Ffunds and has not ade-
quately monitored grantee financial activi-
ties. (See pp. 35 to 40.)

~-Most title III activities are cooperative
arrangements under which a developing insti-
tution receives technical assistance from
assisting agencies. (See p, 35.)

~--Some assisting adgencies exert tremendous
influence over the title 1III program. Some
have become highly depeadent on title TIT
revenues and actively recruit institutions
for their programs. (&Sce pp. 58 to 60.)

gram evaluations have hot been objective,
often incomplete, and do not provide
~edback on progress toward long-range
jeantives. (See ch. 6.)
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HEW concurred with GAO's major recommendations
and had taken or planned to take steps to im-
plement them., HEW believes that proposed new
regulations iscued in Movember 1978 will
correct certain problems noted by GAO. While
GAO agrees that the proposed regulations might
result in some improvements in the administra-
tion of the Litle III program, it is not clear
that these revised regulations will be more
adequate than the regulations in effect when
GAO made its review in assuring that those
institutions intended to benefit by the law

receive title I1I support. (See p. 18.)
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Even though the title III program has operated
for 12 years and has spent $700 million, it is
beset with problems, and its impact on moving
schools toward the mainstream of American
higher education is not known,

i1v



The operating problems and the more basic
problem of adequately defining a "developing
institution" are so fundamental and pervasive
that we believe the program as presently
structured is largely unworkable. Therefore,
the Congress should first determine whether

or not the title III program should be con-
tinued. If it decides that the program should
continue, it needs to clarify the program's
intent to show which institutions should be
served and the goals these institutions should
achleve,
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The Office of Education (OE) within the Department of
Health, Education, and Welfare (HEW) provides financial
assistance to struggling colleges through its Strengthening
Developing Institutions Program. Authorized by title III of
the Higher Education Act of 1965, as amended (20 U.S,C. 1051
et seq.), this program is the primary source of direct Fed-
eral assistance to American higher education institutions.
About one-fourth of the institutions in the United States
have received title IIT assistance during the program's
12 years, with more than 5700 million in grants having been
awarded through fiscal year 1977.

The law provides title II11 funds to assist institu-
tions in strengthening their academic, administrative, and
student services programs. Also, the program is intended to
help institutions to achieve growth and national visibility.
To achieve these goals, participating institutions often use
title ITI funds to buy services from other institutions and
private organizations, referred to as "assisting agencies.”

LEGISLATIVE HISTORY

Former President Lyndon Johnson proposed legislation
for a program to strengthen developing institutions in his

education message to the Congress 1n January 1965. He

stated that many of the Nation's smaller schools were having
accreditation problems, had become isolated from the main
currents of academic life, and were struggling for survival.
The President believed that Federal aid was essential to
assist States and private sources in solving these problems.
He recommended a strength-through—~union program, where the
less developed institutions could increase their competitive-
ness by drawing on the resources of stronger schools.

geveral Members of Congress were also concerned about
the future of small colleges, particularly the predominantly
black colleges in the South. The early rationale for legis-
lation to assist such colleges was expressed in House Re-
port 89-621 dated July 14, 1965:

"gmaller and inferior colleges are beset with
a series of problems which most nften appear
insoluble. They are generally plagued by
limited financial support; high dropout and

[l
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transfer rates; a narrow span of course offer-
ings; and insufficient library, laboratory, and
instiructional equipment. But it is these chronic
inadequacies that make it Jdifficult for develop-
ing institutions to attract the sort of assist-
ance they need to overcome their failures. The
problem is circular. The colleges are poor, so
they cannot become hetter * * *, "

The Strengthening Developing Institutions Program became
law on November 8, 1965. The program was "to strengthen the
academic quality of developing institutions which have the
desire and potential to make a substantial contribution to
the higher education resouyrces of the Nation." The Congress
defined "developing institution” as an institution of higher
ecdlucation which

=—-provides an educational program for which it awards a
hachelor's deqgree, or is a junior or community college;

-=—is accredited hy a nationally recognized accrediting
agency or is making reasonable progress toward ac-
creditation;

s the above reqgquirements for the 5 years preceding
the academic year for which it seeks assistance; and
~—-neets such other requirements as (1) making a reason=
able effort to improve the quality of its teaching
and administrative staffs and of its student services
and (2) for financial or other reasons, is struggling
for survival and isclated from the main currents of
academic life.

The Commissioner of Education was authorized to develop
more specific eligibility criteria. To help the Commissioner
identify developing institutions and estahlish priorities and
criteria for making grants, the law established an Advisory
Council on Developing Institutions. The original legislation
required that 78 percent of title III appropriations would
be allocated to institutions which award bachelors deqrees
and 22 percent to institutions which do not award such
degrees but provide at least a 2-year program.

The title III program was intended to strengthen de-
veloping institutions. One method for effecting this
purpose was by establishing cooperative arrangements. This
included projects such as the exchange of faculty or stu-
dents, faculty and administrative improvement programs,



new curricula, cooperative education programs, and joint
use of facilities. The legislation also authorized the
granting of National Teaching Fellowships to graduate
students and junior faculty members from developed schools
who agreed to teach at developing institutions for pericds
up to 2 years. Usually, these students and faculty nemhers
vwere to replace faculty who had been given release time to
further their education.

The Higher Education Amendments of 1968 (Public Law
90-575) authorized Professor Emeritus Grants under title IIL
to allow professors retired from developed institutions to
continue their teaching careers at developing schools when
OE determines that the individuals will meet an educational
need of the developing institution. The Education Amendments
of 1972 (Public Law 92-318) and 1974 (Public Law 93-380) pro-
vided limited waivers of the accreditation requirements for
institutions attempting to enhance the educational opportuni-
ties of Indian and Hispanic students. The 1972 amendments
also increased the 2-year colleges' share of title IIXI fund-
ing to 24 percent.

USE OF TITLE III FUNDS--
THE BASIC AND ADVANCED PROGRAMS

In fiscal year 1974, OE divided title III into the Basic
and Advanced Institutional Development Programs. The Ad-
vanced program was to provide special assistance to develop—
ing institutions which had shown a potential for accelerated
progression into the mainstream of higher education. The
Advanced schools could receive larger grants to help them
achieve "developed" status within a fixed number of years.
Less developed schools could receive continued funding under
the Basic program to improve their overall programs.

Basic program

The Basic Institutional Dev_lopment Program was to
uplift small, weak colleges through cooperative arrange-
ments, National Teaching Fellowships, and Professor
Emeritus Grants.

Most Basic grants were used to pay a portion of the
costs of planning, developing, and carrying out cooperative
arrangements between developing institutions and .othexr in-
stitutions or organizations. These arrangements focused
on the areas of curriculum development, faculty development,
administrative improvement, and improvement of student
services.

13



Under the Basic program, schools could receive Funds
for bilateral and consortium arrangements. Under a bilat-
eral arrangement, one developing institution receives
direct services from one other institution or organization.
The consortium arrangement allows developing institutions
to pool their resources or to receive services as a group
from one or more institutions or organizations. '

Basic grants were awarded under a competitive continua-
tion system, wherein developing institutions competed for
funding each sear, but were not limited in the number of
years they could be funded.

Advanced program

The Advanced Institutional Development Program grew out
of a realization that eligible schools were in widely vary-
ing stages of development. OE believed that many inst itu-
tions just outside the mainstream of higher education could
become devaloped in a short time through a substantial,
short—term infusion of funds. The Advanced prodram was
created to provide these funds.

The Advanced program was oriented more toward the sup=
port of comprehensive institutional development than was the
Basic program. The major focus of the Advanced prOgram was
on the developing institution's capabilities for comprehen-
sive planning, institutional planning, and evaluation.
advanced grants were intended to be larger than Basic grants
and to cover a 3- to 5-year grant period. The grants vere
made with the expectation that Federal funding would be
phased out at the end of the grant and replaced by funds
obtained from alternate sources.

Advanced program grants were also awarded on a competi-
tive basis. To be selected for the Advanced program,
schools normally had to rank near the top of all schools
which applied for both Basic and Advanced grants, Although
previous participation in title IIL was not a requirement
for Advanced funding, most Advanced schiools were formerly in
the Basic program. (See app. III.)

applicants for Advanced grants had to show detailed
plans for accomplishing their goals. Plans were designed
specifically for the applicant school. Cooperative arrange-
‘ments funded under Advanced grants were normally bilateral
rather than consortium. The only exceptions to this were
two large and two small consortia under which assisting
agencies (see next page) provide technical assistance and

14



evaluation services to all institutions in the Advanced
program. The two large consortia represented 95 4-year and
49 2-year institutions and were funded at $832,300 and
$460,500, respectively, For fiscal year 1977. The two small
consortia represented 7 4-year and 29 2-year institutions
and were funded at $84,500 and $190,000, respectively, for
fiscal year 1977.

ASSISTING AGENCIES

The title III legislation authorizes cooperative
arrangements "between developing institutions and other
institutions of higher education, and between developing
“institutions and other organizations, agencies, and busi-

ness entities." These third-party institutions and organi-
zations are commonly referred to as assisting agencies, and
both the Basic and Advanced programs made use of assisting
agencies.

Most title III Basic program activities are conducted
through cooperative arrangements; therefore, the use of
assisting agencies was greater than in the advanced program,
where schools were required only to have at least one co-
operative arrangement for each grant. Some -organizations
and institutions participated as assisting agencies in both
the Basic and Advanced progranms.

Assisting agencies provided a variety of services to
title III institutions, depending on the nature of the co-
operative arrangement and the level of assistance sought.
Schools often participated simultaneously in several co~
operative arrangements, each with its own assisting agency.
similarly, an assisting agency for a consortium arrangement
(see p. 4) might be helping a number of gchools simul-
taneously.

assisting agencies provided assistance under coopera-
tive arrangements through on-campus visits, consultations,
workshops, seminars, special materials, and other methods
as agreed upon by the institution and the agency.

Assisting agencies were pald by grantee institutions,
which were legally responsible for grant expenditures.
In a consortium arrangement, one or more schools were
designated as coordinating institutions and were respon—
sible for securing assisting agencies, managing grant
funds, and monitoring program activities.

(W3]



PROGRAM FUNDING AND AWARD PROCESS

- The following table shows title II1 appropriations
available for grants to institutions from program inception
in 1966 through fiscal year 1977.

Fiscal
year

1966
1967
1968
1969
1970
1971
1972
1973
1974
1975
1976
1977

$

Basic

5,000,000
30,000,000
30,000,000
30,000,000
30,000,000
33,850,000
51,850,000
51,850,000
51,992,000
52,000,000
52,000,000

Advanced
program

35,500,000
48,000,000
58,000,000
58,000,000

58,000,000

Total

$ 5,000,000

30,00C,000
30,000,000
30,000,000
30,000,000
33,850,000
51,850,000
87,350,000
99,992,000
110,000,000
110,000,000
110,776,440

Total  $471,318,440 $257,500,000 5728,818,440

a/Includes $476,440 reprograned from othex OE appropriations,
and $300,000 from the fiscal year 1978 title IIl appropria-
tion.

Institutions' requests for title IIT funds usually
exceeded available funds by four to one. Through fiscal
year 1977, 680 institutions had received title III grants,
and another 141 institutions were to have received indirect

benefits from the program through participation in consortia.

Title III requires applicants to show that they have
adequate policies and procedures to provide for (1) the effi-
cient operation of proposed projects, (2) adequate fiscal
controls, (3) evaluations of project effectiveness, and
(4) making such reports as the Commissioner of OE may re-
quire to carry out his functions under the program.

The Strengthening Developing Institutions Program is
jointly administered by two divisions in OE. OE's Division
of Institutional Development and Continuing Education is
responsible for the day-to-day administration of the program,
including identifying eligible institutions, jointly negotiat-
ing grant awards, and evaluating program results. The Grant
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and Procurement Management Division in the Office of Manage—
ment is responsible for the initial logging in of applica-
tions, jointly negotiating grant awards with the program
office, and resolving questionable expenditures. The

title III program is centralized in Washington, D.C.

SCOPE _OF REVIEW

Our review was conducted at OE headquarters in Washing-
ton, D.C., 19 colleges and 'niversities, and 7 assisting
agencies. Through their participation in consortium and bi-
lateral arrangements, these schools and assisting agencies
are associated with many other title III schools, "developed"
institutions, and assisting agencies.

At OE we reviewed policies, procedures, and reports
relative to the overall implementation and administration of
the title III program. We also visited or contacted officials
at three OE regional offices. We analyzed available documen-
tation and interviewed officials responsible for the estab-
lishment of program criteria, selection of grantees, project
monitoring, resolution of questionable costs of items, and
evaluation of program results.

The 19 schools included 2-year and 4-year institutions
and institutions representing the major ethnic/racial popula-
tions served by title III. We chose schools with varying
levels of involvement in the program, including institutions
which served as coordinators for title III consortia. At
each of these institutions, we reviewed their controls over
the administration of grant funds and the delivery of serv-
ices under cooperative arrangements with assisting agencies.

We visited assisting agencies which were heavily in-
volved in the title III program and which provided technical
assistance to the institutions we visited and to many other
institutions participating in the title III program. At
these agencies, we reviewed procedures for administering
program funds and the methods of providing services under
cooperative arrangements.

Our work also included a followup on issues presented
in our prior report to the Congress on title IIIl. 1/

1/"Assessing the Federal Program for Strengthening Developing
Institutions of Higher Education,” MWD-76-1, Oct. 31, 1975.
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CHAPTER 2

NEED TO_CLARIFY PROGRAM DIRECTION

The Strengthening Developing Institutions Program is
beset with many problems. Basic to each problem is that the
program lacka direction. Neither the Congress nor HEW has
defined the intent of the program in such a way that its
progress in meeting its goals can be measured. After
12 years of operations and more than $728 million in grant
awards, fundamental duestions are largely unanswered,

--What is a developing institution?

-—How does a school reach the mainstream of higher
education?

-—Which institutions should receive priority?
-~How long will title ILI funds be necessary?

Although we identified title III projects which prrnvided
valuable setrvices to institutioas, no institutions have been
identified as having reached the mainstream of higher educa-
tion as a reault of their participation in title III. Of
the 244 institutions which received grants in academic yedr
1977-78, 120 had been in the program for at least 8 years.

In an earlier report to the Congress on the status of
the title IIX program, we discussed some of the problems
involved in identifying eligible institutions and selecting
activities for funding. We reported that the eligibility
and selection criteria then in use did not show a correlation
to the objectives stated in the law, and we made recommenda-
tions to HEW for correcting this problem. HEW agreed that
the criteria should be modified.

Some improvements were made, However, the basic prob-
lem identified in our earlier report remains-~there is no
assurance that the Strengthening Developing Institutions
Program is meeting the objectives of the law. There are
serious guestions concerning who the program should be
assisting, how it should be organized, and where it 1s going .

We beliave that OE's inability to adeguately organize
title III asSistance into a cohesive program to help insti-
tutions become part of the mainstream of American post-
secondary education has also contributed to the other
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problems we noted in the administration of the title III
program and which we discuss in subsequent chapters, as
follows:
-~Need to reaffirm selection procedures. (See ch. 3.)
--Need to strengthen controls over funds. (See ch. 4.)
--Need for better planning and accounting for services
under title III projects at participating institu-
tions, (See ch. 5.)

--Need to develop effective performance evaluation
procedures. (See ch. 6.)

EVOLUTION OF ELIGIBILITY CRITERIA

puring hearings which eventually led to the creation of
the title III program, there was concern over the inability
to arrive at a practical definition of a developing institu-
tion. While OE officials could show certain characteristics
of such schools, they were unable to identify the factors
which cause developing institutions to be outside the higher
education mainstream. Several Members of Congress commented
on this lack of specificity, and noted that the term "develop-
ing institution" could be defined in such a way that virtually
any college could qualify.

The Congress included only general eligibility require~
ments in title III of the Higher Education Act of 1965. (See
¢h. 1.) It authorized the Commissioner of Education to issue
specific eligibility criteria through program regulations.

OFE issued the first ragulations for the title III pro-
gram in May 1974~-more than 8 years after passage of the
legislation. The regulaticns were updated in June 1975.

The June 1975 title IIT regulations (45 C.F.R., part 169)
contained a series of guantitative and qualitative factors
to be used in determining whether applicant institutions met
the legislative requirements of (l) making a reasonable
effort to improve the guality of Ffaculty, administration,
and student services and (2) struggling for survival and
isolated from the main currents of academic life. Pl

The quantitative factors were those identified by OE.as
the "most important quantitative measures” available for
determining eligibility in line with the legislative require-
ments. The eight factors identified are shown below.
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2~year institutions | 4-year institutions

Full-time equivalent enroll- 1. Full-time equivalent
ment enrollment

s
Ll

2. Full-time enrollment 2. Percent of faculty
with doctorates

3. percent of faculty with 3. Average salary of
masters degrees professors

4. Avarage salary of faculty 4. Average salary of
instructors

5. percent of students from 5. Percent cf students
low-income families from low-income
families

6. Total expenditufés for 6. Total expenditures
educational and for educational and
general purposes general purposes -

7. Total educational and 7. Total educational and ’
general expenditures general expenditures
per full-time equivalent per full-time equi-
student valent student

8. Total volumes in library 8. Total volumes in
' library

OE set upper and lower quantitative limits for each of
these factors prior to the annual review of applications.
Limits were established for four categories of institutions—-
2-year public, 2-year private, 4-year public, and 4-year
private.

Institutions failing to meet one Or more of these
quantitative standards were not necessarily ineligible for
participation under title III. The regulations provide that
such institutions would be allowed to show OE that not meet-
ing one or more standards "does not materially alter the
character of the institution.”

Institutions which meet the qguantitative criteria orx
were determined by OE to warrant further consideration vere
evaluated under gualitative standards. The qualitative
factors included in determining eligibility fell under three
basic groupings--enrollment, quality of personnel, and in=
stitutional vitality.



Under the enrollment grouping, the regulations listed
such factors as

-—percentage of freshmen completing their first year,

-—percentage of freshmen who eventually graduate from
the institution, and

--number of graduates continuing their education.

The qualitative factors on enrollment data were assessed over
a 3~year period. Institutions with high percentages in the
categories were considered developing: however, if a decline
in the enrollment occurred at an institution, it might have
demonstrated that such a decline was not inconsistent with
continued institutional viability.

Factors considered under the personnel grouping included
the percentage of personnel with advanced degrees and the
institution's salary scale. Institutional vitality considera-
tions included the institution's planning and fundraising
capabilities.

After applicant eligibility was determined, OE selected
institutions for funding. This was accomplished through a
peer review of competitive proposals submitted by the appli-
cants. This process is discussed in chapter 3.

The Advisory Council on Developing Institutions esti-
mates that under 1975 program regulations, 1,000 schools--or
about one-third of the Nation's colleges and universities--
could qualify for title III funding. Also, many studies have
shown that from one-fourth to one-third of American higher
education institutions have experienced financial problems.
OE officials told us that, through fiscal year 1977, more
than 800 institutions had participated in the program,

Some institutions are more developed than others. This
prompted OE in 1973 to establish the Advanced Institutional
Development Program to make dgrants to more highly developed
institutions which were considered to be close to, but not
in, the mainstream of higher education. It was expected that
these schools would eventually reach a stage where they would
no longer need title III assistance. Under the Basic program,
OE continued tc offer grants to the less developed schools so
that their overall quality might be improved. Proposed new
regulations, which were published on November 2, 1978, would

11
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establish a single program rather than distinguishing between
Basic and Advanced institutions. OE believes that this would
better allow OE to recognize the various stages of develop-
ment and different needs of institutions.

According to OE officials, developing institutions could
apply for funding under either the Basic or Advanced pro-
grams, or both. While all schools must have met the eligi-
bility criteria described on page 10 to be considered devel-
oping, Advanced applicants had to undergo a second screening
to see if they were advanced developmentally compared to
other applicants. This second evaluation was based on such
institutional characteristics as

~-enrollment and trends in enrollment;

~-number of full-time faculty, faculty-student ratios,
and qualifications of faculty members;

~-present and projected financial position;
~-ability to attract and retain qualified students;
-=ability to attract qualified faculty; and

--past success in and present capability for conducting
developmental programs.

advanced schools also had to comply with the following
requirements which did not exist before the program was
divided.

~-gubmit a long-range development plan.
—~Receive large, multiyear grants (limited to 5 years).

-~pevelop a strategy to replace title III funds with
funds from other sources at the end of the grant
period.

Institutions ineligible under the advanced program might
have received grants from the Basic program. OE's policy was
to not give institutions grants from both programs during the
same implementation period.

As shown on page 6, the title I1II appropriations
approximately doubled after the creation of the Advanced
program. Since fiscal year 1975, OE has granted more money
under the Advanced than under the Basic program.

12
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THE PROBLEM--3 LACK OF DIRECTION

In October 1975, we reported to the Congress that OE
had not developed adequate eligibility criteria for the
title III program., We recommended that HEW

-~reconsider the criteria for identifying developing
institutions so that they identify those institutions
intended to benefit by the legislation,

--modify the criteria as necessary and apply them con-
sistently, and

~—use the eligibility criteria as a means to evaluate
the overall impact of the program.

OE concurred that the title III criteria needed to be
modified to more precisely identify developing institutions;
however, OE continued to use essentially the same criteria
we criticized in 1975, and as a result the problems we noted
earlier persisted.

The June 1975 eligibility criteria cannot measure a
school's status of development. They describe what OE con-
siders to be characteristics of developing institutions, but
they cannot be used to show why a school is outside the
higher education mainstream or what it needs to reach it.
Improvement in these characteristics does not necessarily
mean that development has taken place. In a January 1977
study for OE by a private research team, a similar conclusion
was reached. The study report stated that

"k % *x (ye) see no reason to assume the levels of
activity undertaken by an institution necessarily
relate to its location on some pattern or seguence
of development. In other words, we see no reason
to believe that "developed" institutions spend
more money per student, have more library volumes,
have a higher proportion of faculty with doctoral
degrees, have & higher proportion of low income

or ethnic minority students, admit a higher pro-
portion of clever students, have a larger develop-
ment office, undertake more curricula reform, or
indeed differ on any other traditional activity
measures. More important, the converse may
equally be true: active institutions need not be
developed. Increasing budgets, student enroll-
ments, numbers of faculty, number and variety of

13
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cause a change in the pattern of institutional
development." 1/

OE officials agreed that the 1975 eligibility criteria
were not good measures of a school's development status. The
eligibility criteria were not used to (1) rank schools in
relation to their peers, (2) identify areas of development
in which the school needed assistance, or (3) plot the
school's development progress. As noted in our previous
report, this is illogical.

Although creation of the Advanced program was an attempt
to make a distinction among institutions based on their devel-~
opment stages, it only divided institutions into two broad
categories. Institutions within either category differed
considerably in their stages of development. Also, recogniz-
ing the problems with the eligibility criteria and that OE
permitted institutions to apply for funds under the program
of their choice, some Basic institutions might have been
more advanced than certain Advanced schools. Many schools
applied under both programs. 1In fiscal year 1977, 42 schools
(2- and 4-year) applied under both the Basic and Advanced
programs. Eighteen were funded under the Advanced program
and 16 under the Basic program. The others did not receive
funding from title III for that year. OE contends that the
single program concept included in the new regulations would
allow it to better recognize the various stages of institu-
tions' development.

Many Basic institutions have moved to the Advanced pro-
gram since 1973, and during this review we identified many
valuable services which were provided to institutions.
However, the "up and out" goal originally set for the
title III program by OE has not been met.

Commenting on a draft of this report, HEW officials
stated that the law did not imply that institutions
"graduate" from the title III program. However, we believe
that the goals which were established for the Advanced pro-
gram (see p. 15) support a pesition that OE intended that
institutions eventually reach the mainstream of postsecondary
education. We believe that the law implies that institutions
which are a part of the main currents of academic life should

1/"The Development of Institutions of Higher Education:

~ Theory and Assessment of Impact of Four Possible Areas
of Federal Intervention," Harvard University Graduate
School of Education, Jan. 1977.
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be considered ineligible for the title III program. Also,
in November 1978 HEW issued proposed revisions to the
title III program regulations which state, in part, that

"No funds may be used under this part for
activities that are inconsistent with the
purpose of moving the grantee institution
into the main currents of academic life."

The inability to measure the progress of program parti-
cipants is shown by OE statistics on the first 12 years of
title III. No institutions have- been identified as having
progressed through the program into the mainstream of higher
education, despite the fact that 120 of the institutions re-
ceiving title III funds in academic year 1977-78 had been in
the program for at least 8 years. (See apps. II and 1II1.)
OE could not provide statistics for these institutions show-
ing (1) they had progressed toward the mainstream of higher
education through the use of title III funds or (2) how long
title III assistance would be necessary. Most initial goals
for Advanced institutions have not been met. For exanmple:

--Some schools have received more than one grant award
under the Advanced program, in contrast to OE's ori-
ginal plan of one large multiyear grant.

--The size of the grants has not been as large as ori-
ginally envisioned. Some Advanced institutions have
received less than some Basic schools over a compar-
able period.

-=Institutions have been unable tc generate funds to
replace funds from title III.

-=0E now plans to extend funding under the Advanced
program beyond its original S5-year limit for institu~
tions whose grants are terminating.

--Six institutions which received Advanced grants in
fiscal years 1974-77 were instructed by the branch
chief of the Advanced program to submit their applica-
tions for school year 1978~79 under the Basic program.

CONCLUSIONS

Although many schools have received worthwhile services
as a result of title III funding, the program, after 12 years
and over $700 million, is beset with problems .
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-~It is virtually impossible to determine the program’'s
impact on moving schools toward the mainstream of
American higher education.

~-~0FE has .failed to implement adequate eligibility cri-
teria to enable measurement of institutions' progress
against their established goals.

~-~0E has not identified any graduates of the program,
has not determined the development status of current
participants, and has not placed a sufficient emphasis
on long-range develcpment planning for each school
when it requests title III assistance.

-~Accomplishments attributable to the program to date
and how much is yet to be done cannot be readily
determined.
pherefore, the Congress should first determine whether
or not the title III program should be continued. TIf the
Congress feeleg that the program should be continued, it should
clarify the program's intént through amendments to the law.

RECOMMENDATIONS TO THE' SECRETARY OF HEW

We recgmmend'that the Secretary of HEW direct the Com-
missioner of Education to:

-~Establish eligibility criteria that would take into
consideration the intent of the Congress in continuing
the program and thet (1) will identify those institu-
tions intended to be benefitted by the law and any
amendments thereto (see recommendation to the Congress
which follows) and (2) can be used to determine what
these institutions require to reach developed status.

~-~Consistently apply those criteria in selecting insti-
tutions for program participation (see ch. 3).

~-~Use the refined criteria as standards for measuring
the progress of funded institutions in meeting spe-
cific step by step categories of development which
would move them toward their ultimate goals.

Also, the Commissioner should be instructed to emphasize
the need for institutions to plan their activities so that,
ultimately, title II1I assistance is nc longer necessary. OE
needs to establish more specific categories of development
for each institution so that OE can closely monitor the
progress of each institution to insure that it is moving
consistently toward the mainstream of higher education.

m
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The Secretary of HEW should oversee the implementation
of these recommendations to assure that the direction of the
title III program and the roles and responsibilities of
participating institutions, assisting agencies, and OE are
clearly defined.

AGENCY COMMENTS AND OUR_RVALUATION

By letter dated December 13, 1978, HEW stated that it
did not believe that the legislation implies that institu-
tions "graduate" from the title III program, and therefore
it did not concur with our recommendation that institutions
must achieve a status of independence from the program,
(See app. IV.)

HEW agreed that new eligibility criteria for the
title III program which include new parameters to sharpen
eligibility requirements for the identification of develop-
ing institutions were needed.

On November 2, 1978, HEW published for comment proposed
amendments to the title I[II regulations. These proposed
regulations would revise the criteria (see pp. 9 to 1ll) for
determining whether an institution should be considered as a
developing institution. Under the proposed regulations, the
determinations of whether an institution is struggling for
survival and is isolated from the main currents of academic
life would be based on

-—the average educational and general expenditures per
full-time equivalent student (lower averages rank
the institution higher in terms of its being con-
sidered as developing) and

-—the average Basic Educational Opportunity Grant award
per full-time equivalent undergraduate student (higher
averages rank the institution higher in terms of its
being considered as developing).

The proposed regulations provide that, if an institution does
not rank high enough when these two quantitative factors are
considered, the institution may submit a written statement
explaining why it should be considered as a struggling in-
stitution and one which is isolated from the main currents

of academic life.

Other changes in the proposed regulations include
(1) requiring institutions to demonstrate constructive
efforts toward strengthening themselves, (2) establishing
a single program rather than having two--the Basic and
advanced, and (3) using weighted selection criteria and
specifying how applications will be ranked.

17
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In its letter, HEW said that institutions will identify
their state of development and indicate the program(s) that
will assist them Lo reach their development goals. HEW also
stated that there are two sets of criteria in the new
regqulations--one for establishing eligibility as a developing
institution and one for evaluating applications--and that
these criteria will be consistently applied in selecting
institutions for program participation.

HEW also concurred that the eligibility criteria should
be used to measure the progress of institutions in achieving
development goals. It said the Commissioner has moved to
reorganize the Division of Institutional Development and to
establish a planned program of monitoring, grants administra-
tion and technical review, and technical assistance activi-
ties. Further, HEW said that these changes, in combination
with the proposed regulations which clarify eligibility and
new funding criteria, will make it possible for OE to evaluate
the various and complex stages of development of funded insti-
tutions in a more consistent manner.

It is not clear to us that HEW's proposed regulations
will identify those institutions which are struggling for
survival and isolated from the main currents of academic
life, as was intended by the law. By assigning very heavy
weighting factors to the two quantitative criteria-—average
educationa! and general expenditures per full-time equivalent
students, and average Basic Educational Opportunity Grant
awards per full-time equivalent undergraduate student—--HEW
might not be adequately considering other academic or funding
characteristics of institutions, which might result in many
institutions which are providing valuable services and are
struggling for survival being ruled ineligible for the pro-
gram. The regulations are not clear concerning how insti-
tutions which do not attain enough points under the above
"two criteria could substantiate why the criteria do not
sufficiently reflect their status as struggling and isolated
institutions.

We reviewed the comments of several persons representing
institutions and organizations which have an interest in the
title III program. Generally, they favored many of the requ-
lations' proposed changes; however, most were very much
concerned about the use of the two heavily weighted quanti-
tative criteria to determine whether institutions should be
considered developing. They believed that additional criteria
were needed which measure the academic characteristics of in-
stitutions and not just institution and student funding
characteristics.
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We believe that more study and consideration of possible
alternatives or additional criteria, which more completely
describe the types of institutions which should be funded
under the program, are needed.

RECOMMENDATION TO THE CONGRESS

The title III program is the primary Federal program of
direct aid to institutions of higher education and has pro-
vided worthwhile services to many schools. However, the
Congress included Gﬁly general eligibility requirements for
title III assistance in the Education Act of 1965.

Even though the program has operated for 12 years and
has spent $700 million, it is beset with problems, and its
impact on moving schools toward the mainstream of American
higher education is not known.

The operating problems and the more basic problem of
adequately defining a "developing institution" are so funda--
mental and pervasive that we believe the program as presently
structured is largely unworkable. Therefore, the Congress
should first determine whether or not the title III program
should be continued. If it determines that the program
should be continued, it should clarify the purpose of the
Strengthening Developing Institutions of Higher Education
Program by providing as much specific additional guidance as
it can to HEW concerning the types of institutions which the .
program should serve and the ultimate goals that should be
achieved by these institutions. The Congress should also
determine whether the funding strategies (see p. 27) and other
criteria including those in the proposed new regulations,
(see app. V) are appropriate and in keeping with the intent
of the law.
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CHAPTER 3

NEED TO REAFFIRM SELECTION PROCEDURES

Due to the large number of institutions which have been
determined to be eligible for title ITI assistance, OE has
been unable to fund all applications. In 1977, for example,
593 institutions requested more than $463 million; available
funding was $111 million. Therefore, OE must be selective
in making grant awards.

OE subjects title III applications to three reviews:
(1) a determination of institution eligibility, (2) a compe-
titive review by field readers, and (3) a final decision on
funding by OE. Because these selection procedures were
often inconsistently applied, institutions might not have
been afforded an equal opportunity to obtain funding and it
is questionable whether the most deserving institutions were
provided title III assistance. Final selections of grantees
were often based on OE's subjective determinations.

DETERMINATION OF ELIGIBILITY

Some criteria for eligibility under title III--such as
those related to the type of educational programs offered
and accreditation status--were established in the law.
Others—-—involving quantitative and gualitative measurements
of such factors as enrollment and quality of faculty--were
established by the Commissioner of Education in the title III

Eligibility determinations differed for the Basic and
Advanced programs. A Basic institution had to establish
eligibility each time it applied for funding. An Advanced
institution was evaluated for eligibility only if it had
never before received title III funding.

Eligibility determinations were based on judgments by
OE staff which took into consideration the minimum eligibil-
ity criteria and the guantitative and qualitative factors
discussed in chapters 1 and 2. Statistical records were not
maintained to show why individual institutions were or were
not considered eligible. Once an institution was determined
eligible for title III, it was unlikely that the institution
would lose that eligibility unless it first lost its accredi-
tation. The acting director of the title ITII program told
us that only one institution had lost eligibility for this
reason since inception nf the program. Also, as mentioned
earlier, 120 institutions which received grants in academic
year 1977-78 had been in the program for at least 8 years.
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The factors which made an institution eligible for
title III were not considered in the subsequent stages of
the selection process. One institution was never "more
eligible” than another, since eligibility determinations

were not used to rank schools according to their needs.

'J

TECHNICAL REVIEW

After the initial determinations of eligibility but
before final consideration for funding, most title III
applications received a technical review by a group of
specialists from the higher education community. These
"field readers" reviewed institution applications to deter-
mine whether the proposed projects satisfied published pro-
gram criteria. After reviewing the applications and con-
sidering requested funding levels, the field readers made
funding recommendations to OE.

Field readers generally included a representative number
of individuals from (1) predominantly white, black, Indian,
and Hispanic institutions, (2) 2- and 4-year institutions,
(3) public and private institutions, (4) developing and

"mainstream" institutions, and (5) ptlvate Qraanlzatlans

A wirk
e w institutions of hlgﬁ educaticn. Separa

associated with insti
groups of readers were chosen for the Basic and Advanced
prograns.

Field readers for the Basic and Advanced prodgrams met
in separate sessions each year to review title III applica-
tions. The timeframe for these reviews normally consists of
about a week for each program. For fiscal year 1977 grants,
field readers reviewed 410 Basic and 74 Advanced applications.
Therefore, there was little time for detailed analyses of
applications. Title III officials told us that the cost of
the field reader process for academic years 1977-78 and
1978-79 was $108,926 and $157,644, respectively.

OE provided the field readers with copies of the
title III regulations, technical review forms, and a sta-
tistical profile (3-year history) on each school filing an
application. The readers also were briefed on how to com-
plete the technical review forms which OE subsequently used
in making the final funding selections.

OE guidance to field readers also included program
priorities which were outlined in the title III reqgulations.

These stated that applications demonstrating the following
were to receive the highest consideration for funding:
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--Promise for moving colleges into the mainstream of
higher education through long-range planning and
improvements in development and management.

-—Coordination with other Federal, State, and local
efforts to produce a maximum impact on the needs of
developing institutions.

--With regard to junior and community colleges, that
they serve the needs of students in urban areas.

--Good communication between faculty, students, admin=-
istraticn, and where appropriate, local communities
in the planning and implementation of the institu-
tion's development efforts.

Advanced applications

--The provision of training in pr
fields in which previous graduates of developing in=
stitutions were severely underrepresented.

rofessional and careéer

--An increase of many graduates of developing institu-
tions prepared for emerging employment and graduate
study opportunities.

--The development of more relevant approaches to learn-
ing by utilizing new configurations of existing cur-
ricula as well as various teaching strategies.

--The development of new or more flexible administrative
styles.

--The improvement of methods of institutional effective-
ness so as to increase the fiscal and operational

stability of the institution and improve its academic
quality.

OE let the field readers assign relative importance to
these priorities in the technical review process. OE offi-
cials told us that they wanted field readers' reviews to be
based solely on an impartial appraisal of the information
contained in the institutions' applications.




Technical reviews were intended to provide OE with
objective third-party appraisals of the relative merits of
applications being considered for grants. However, the pro-
cedures followed in conducting the external reviews resulted
in inconsistent and inconclusive recommendations for final

.

funding and many readers had conflicts of interests.

Field readers have conflicts of interest
based on OE procedures

To insure independence of technical reviews, OE proce-
dures stipulate that individuals with conflicts of interest
may not serve as field readers. Under the procedures, in-
dividuals have conflicts of interest if their schoels have
applications pending in the program for which they are a
reader. Waivers of the conflict-of-interest restriction
may be granted in certain cases, but only under extreme
circumstances, such as when the technical review could not

designated OE officials.

OE did not follow its procedures for avoiding conflicts
cations for fiscal year 1977. Of the 95 field readers who
participated in the review, 23 (24 percent) worked for in-
stitutions which had applications pending for Basic program
funding. OE officials told us that the use of these in-
dividuals was necessary to insure a proper representation
from developing institutions and that no field reader was
allowed to review his school's applications. However, there
was no evidence that a waiver had been granted to any of
these individuals before the review process.

The procedures for conducting a technical review also
permitted OE staff personnel to serve as field readers under
certain conditions. However, no readers were to be selected
from the program office responsible for the final review
unless waivers similar to those for conflicts of interest
were granted. 1In fiscal year 1977, staff members from OE's
Division for Institutional Development (the title III program
office) participated in the review of applications for both
the Basic and Advanced programs. OE officials told us that-
the use of these individuals was necessary to complete the
review panels and to supplement the recommendations of the
external readers. Again, we found no waivers allowing the
program office personnel to function as field readers for
title III applications.
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Field reader recommendations
inconsistent and inconclusive

is reviewed by a
al review proce
application as a
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An application for title II1I f
least five field readers during the
The readers assign a rating score t ,
whole and to the individual projects 1cluded in the applica-
tion. Generally, field readers also ecommend the level of
funding an institution should receive for its projects.

t
55.

OE used the individual field reader ratings to develop
a composite rating for each application. The composite rat-
ings were then used to rank all applications in the order in
which they should have received priority consideration for
funding in each program.

The value of the field reader recommendations to OE was
questionable. The priority listings developed from the field
reader ratings might not have ranked schools according to
their developmental needs, and we noted many inconsistencies
in the rating process. For the technical review process for
fiscal year 1977 grants, for example:

ARemem ] 2

reader reviews. Applic :
had previously received Advanced grants were, in
accordance with procedures outlined in the OE grants
manual, referred directly to OE staff for funding
consideration on an individual pbasis. These applica-
tions for continued funding were not prioritized in
relation to new applications for funding.

=t

--Not all Advanced program applications received field

-om institutions which
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--Eighteen of the 410 Basic applications came from in-
stitutions which had already been recommended for
first-time funding under the Advanced program. Basic
orogram field readers gave no indication that the
18 institutions were any more developed than other
Basic schools. They ranked the applications from a
high of 5 to a low of 396 on the priority listing,
but these same institutions were considered among the
most qualified for Advanced program funding.

--Applications under the Basic program for consortium
arrangements were often submitted separately from
the institutions' applications for projects under
bilateral arrangements. Accordingly, these applica-
tions were treated separately in the technical review
process and were ranked individually on the priority
listing. Because different field readers likely would
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review bilateral and consortium proposals from the
same institution, field readers were not able to
determine whether the consortium projects were com-
patible with other projects at the participating
institutions, nor how all title III projects together
would assist the schools in moving toward the main-

Additionally, there were many variances in the recom-
mended funding levels by the various field readers for the
same application. For example, the following table shows
one Basic program institution's requested funding, funding
levels recommended by five individual readers, and the actual
funding approved by OE for nine projects.

Amount
requested
by insti-

Eution

Project
number

§ 78,660
61,903
54,480
74,258
31,205
47,235
36,760
52,893
29,824

WS Gl T T o R P e

Total $467,21

$ 65,000 $
35,000

36,000

_29,00

51

el
L]

i

=y
LS

100

Ew
L]

Funding recommended

58,500 § 63,718 §

50,000
40,000
35,000

30,000

by field readers

C

28,075
30,235
50,418
30,705
30,585
33,688
38,573

D

24,300
1,000
1,000
1,000
1,000
1,000

$213,500 $305,997 $29,300 $349,555

49,900
54,480
62,258
31,205
32,235
36,760
52,893
29,824

Actual
funding
approved

by OE

$ 61,158
20,580
3,700
46,255
3,650

13,588
_26,100

$175,00

(Lo

The above variances in recommended funding levels were
typical of many field reader recommendations in the Basic

program,

Variances in field readers'

recommended funding

levels for Advanced applications were not as pronounced as
they were in the Basic program.

FINAL FUNDING DETERMINATIONS

After the field reader reviews,

Basic and Advanced pro-

gram staffs separately determined which projects would be
funded and how much each institution would receive.
reader recommendations influenced the final determinations,
Also considered
were total available title III funding, legal redquirements
for 24 percent of available funds for applications from
2-year institutions, commitments for continued funding under
multiple-year projects, and OE's predetermined funding

but thev were not the only factor considered.

strategies.

({See D,

27.)
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Title III awards for fiscal year 1977 (1977-78 school
year) revealed many inconsistencies in the manner in which
procedures used to select institutions for funding were

applied by OE. These inconsistencies resulted in question-

able awards.

advanced program

OE relied on field readers' recommendations in awarding
initial grants under the Advanced program more than it did
in the Basic program. After dividing the priority listing
developed during the technical review into 2= and d-year
institutions, the Advanced program staff funded the applica-
tions most highly recommended by the field readers. At
least 24 percent of the total amount awarded went to 2~-year
institutions.

The above procedures were followed only for initial
grants. In December 1976, OE advised institutions whose
original 3- to 5-year grants were expiring that they might
be eligible for continuation grants to carry them through
June 30, 1978. These continuation grants were to enable
institutions to continue their activities pending the develop-
ment and implementation by OE of an effective fund replacement
mechanism for the title III program. OE did not want these
institutions to be faced with an abrupt cutoff of Federal
funds without having alternate sources of funds to carry on
activities initiated under the title III program. These
applications were not subject to field reader technical re-=
views and they received priority over first-time applications.
In fiscal year 1977, for example, OE approved 22 applications
for continuation grants totaling $4,827,000. These funds
were set aside before any applications for new grants were
considered.

OFE officials told us that continuation grants were given
to institutions whose previous grants were near expiration
and who would encounter financial hardships in continuing
programs initiated under the Advanced program. Since these
institutions were considered most deserving of Advanced
grants in the past, their applications for continued assist-
ance received priority over first-time applications of other
institutions, provided that OE determined that satisfactory
progress had been made under the initial grant.

By awarding continuation grants under the Advanced
program, OE might have encouraged activities which lessened
the likelihood that institutions would move into the main-
stream of higher education because: ‘
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--Continuation grants were noncompetitive. Consequently,
OE could not be assured that grants went to the most
deserving institutions, and it might reward institu-
tions which were unable to meet their ﬁf1ﬁ1ﬁa1 Qbﬁeéﬁ

=il L S 4 Mmaid L=

--Continuation grants could have provided disincentives
for institutions to develop substitute funding for
title III activities. This was contrary to the
"up-and-out" goals of the Advanced program.

OE told schools that had participated in the Advanced
program for 5 years--OE's originally established maximum
award period--that they could apply for new long-term grants
in fiscal year 1978. Under such an arrangement, the incen-
tive to develop other sources of revenue could be further
diminished.

ng%i program

Although Basic program staff used field readers' recom-~
mendations as a guide and 2-year institutions received at
least 24 percent of program funding, final selections for
grants varied greatly from the priority listing developed
from the technical review of Basic applications.

This was because OE followed a predetermined funding
strategy for the Basic program. This funding strategy set
standards for the distribution of program funds among
colleges representing the various ethnic and racial popula-
tions in American higher education. 1In 1977, for example,
OE established the following standards for institutional
support under the Basic program:

Predominant racial/ethnic

population served Percent of total
Ly institution appropriation
Black 49
White 34
Hispanic 9
Indian 8

The funding strategy also emphasized awarding grants
to institutions previously funded under title III. 1In fis-
cal year 1977, OE predetermined that no more than 16 schools
could receive first-time Basic grants. Also, these institu-
tions had to serve primarily minority or disadvantaged
students. As a result of constraints imposed by the fund-
ing strategy, many subjective judgments entered the selection
process under the Basic program. '
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OE title III officials told us that this funding strateqgy
supported the Federal role of equal educational opportunity.
They said the heavy emphasis on funding nonwhite institutions
was intended to prevent the program's "drift into general,
small-college support.”

Selections made by Basic program staff were further sub-
ject to changes at higher levels of authority within OE. 1In
1977, there were 190 Basic grantees. This number included
4 institutions which were not recommended for funding by the
Basic program staff and did not include 12 which were recom-
mended for funding by the staff. For 42 other institutions,
the amount of funding was either increased or decreased from
levels recommended by the staff. OE officials told us that
many of these changes were necessary to meet the predetermined
funding strategy.

Some of the changes in funding were made after the ori=-
ginal recommendations of the Basic program staff were con-
tested by the institutions or assisting agencies involved.
In one such instance, the Commissioner of Education elected
to continue funding a project under a multiple-year grant
even though (1) the Basic program staff recommended that it
not be funded, (2) the assisting agency receiving most of
the funds had not conformed to the terms of the grant, and
(3) the project did not directly involve the grantee insti-
tution. The title III regulations state that:

"The continued funding of these [multiyear]
projects will be contingent upon the continued
eligibility of the applicant institution(s),
institutional progress and the availability
of Federal funds." (45 C.F.R. 169.27)

When the assisting agency challenged the Basic program
staff's decision not to fund the project, the Commissioner
approved a grant award on the basis that OE had made an
"administrative error" in not continuing to fund a grant
previously approved for a multiple-year period. As part of
the Commissioner's February 9, 1978, response to us regard-—
ing reasons for the changes in awards to Basic institutions,
he explained that

"When constituent challenges were raised last
year, it was difficult to defend the program's
unfavorable funding decisions on the basis of
their rankings when so many of the program's
favorable funding decisions had been at variance
with those rankings. 1I've instructed the
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Bureau to correct this unacceptable situation.
In addition, we are developing legislative and
regulatory proposals which we believe will
clarify the purposes and strengthen the admin-
istration of this essential program."

The inconsistent application of the selection procedures
is evidenced by an analysis of the final listing of Basic
program grantees for fiscal year 1977. Our comparison of
these awards with the recommendations of the field readers
and awards made in previous years revealed the following:

-=Many institutions which received large grants from OE
had received recommendations for low levels of fund-

ing from field readers. For example, the institutions
which received the 3rd, 6th, 25th, and 26th largest
grants were ranked 201, 206, 254, and 305 on the
priority listing developed during the technical review.

--Many institutions which received comparatively high
field reader ratings did not receive grants. For
example, the institutions ranked 16, 38, and 42 on
the field reader priority listing received no funding
at all.

--Generally, schools which had been in the title III
program for several years received funding prefer-
ence., Of the 31 institutions which received grants
of $500,000 or more, 23 had been involved in the
title III program for at least 10 years.

~-Institutions which were members of a single large,
multifunction consortium arrangement of predominantly
black, 4-year colleges received the largest grants.
Of the 50 largest grants, 42 went to institutions
which had been members of this consortium arrangement
during the previous year.

--In most cases, the level of funding was based on the
amount awarded an institution in the previous year.
Two title III program officials involved in deter-
mining funding levels said that this was normally a
greater consideration than either the amount (1) re-
quested by the institution or (2) recommended by the
field readers.

The inconsistent application of selection procedures in
the Basic program raised questions about whether (1) institu-
tions were treated equally in the competitive process and
(2) the most deserving institutions received grants.
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CONCLUSIONS

In selecting institutions for title III funding and
determining grant amounts, OE's procedures have been incon-
sistently applied, and determinations have been subjective.
These inconsistent applications and subjective determinations
gave preference to institutions which had participated in
the program for several years. This might not have been con-
ducive to awarding grants to institutions with the most cri-
tical needs or the greatest opportunity for advancement. It
also might have caused these institutions to become dependent
on this support rather than seeking ways to replace this
money with other sources of funding. Thus, OE cannot be as-
sured that the most deserving institutions were receiving
funds or that the projects funded were necessary for the
development of the institutions.

It is inconsistent to use one set of criteria for
identifying institutions eligible for title III assistance
and another set for selecting grantee institutions. OE
should be able to (1) identify those factors which cause an
institution to be considered developing or outside the main-
stream of American higher education and (2) fund activities
designed to uplift the institution in those needed areas.

The OE funding strategy referred to on page 27 might
have further contributed to awarding grants to institutions
less likely to reach the mainstream.

RECOMMENDATIONS TO THE SECRETARY OF HEW

We recommend that the Secretary of HEW direct the Com-
missioner of Education to reaffirm the need to adhere to
title III program grantee selection procedures which provide
for consistent treatment of applications (giving appropriate
consideration to factors related to institution eligibility).
This should result in grants being awarded to the most deserv-
ing institutions, based on eligibility determinations, and
alleviate the current subjectivity. Grants should be used
for projects aimed at uplifting institutions in those areas
which cause them to be eligible for title III assistance.

Also, the Secretary should direct the Commissioner to give
special attention to improving the field reader process by

~-—appropriately screening field readers to insure that
they do not have conflicts of interest,
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--giving appropriate written clearance if field readers
with possible conflicts of interest must be used--
this practice should be allowed only in rare circum-
stances; and

--providing appropriate guidance to field readers so
that greater reliance can be placed on their recom-
mendations,

Deviations from recommendations of field readers and
program staff should be fully justified and explained.

AGENCY COMMENTS AND OUR EVALUATION

HEW concurred with our recommendations and said that a
number of changes have occurred in the grant awards process
since the fiscal year 1977 funding cycle. HEW said that the
new regulations with their revised criteria will bring about
consistent treatment of applications and should result in
grants being awarded to the most deserving institutions.

While we agree that the revised regulatior tht provide
for consistent treatment of institutions with regard to the
eligibility criteria, we believe that HEW should consider
additions or alternatives to the proposed revised criteria.
(See pp. 18 and 19.) By not specifying how institutions
which do not receive sufficient points under the proposed
requlations' quantitative factors might justify their being
included among eligible developing institutions, HEW might
not consider regional differences which might affect income
of students and expenditures of institutions and other unique
characteristics of institutions. Therefore, we do not think
that HEW can be sure that the most deserving institutions will
be judged eligible for funding.

In regard to the panel review process, the Commissioner
has called for the development of a new slate of panelists.
The current plan is to replace one-third of the readers on an
annual basis. 1In addition, several other features were intro-
duced in the fiscal year 1978 evaluations. (See app. IV.)

HEW stated that for these evaluations all reviewers had
to be approved in accordance with the provisions of HEW's
Grants Administration Manual. 1Individuals were judged to
have a conflict of interest if their institution had a pend-
ing application. However, such persons were allowed to serve
as a reviewer if the Deputy Commissioner of Education certi-
fied that without such person(s) it would not be practical
to constitute an adequate review (e.g., the only individual
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with specialized expertise in the field). Justification to
use such individuals was submitted in writing and approved
by the Commisgioner of Education.

Also, the Division of Institutional Development devised
a new orientation program in which readers were carried
through both weak and strong sample applications for a cri-
tique and discussion. OE further agreed that when a reviewer
submitted an inadequate evaluation, or when the program staff
determined that all evaluations were inadequate, the Bureau
of Higher and Continuing Education would reconvene additional
panels to reread the proposals.

If the procedures outlined by HEW are made a formal part
of the application review process for the title I1I program,
and if they are properly adhered to, we believe that the
field reader process will be improved and greater credence
can be placed in the reviewers' determinations. However, OE
should not allow persons with possible conflicts of interest
to sit on panels except in very rare circumstances. We be-
lieve that sufficient numbers of qualified reviewers can be

with such conflicts from serving

obtained to preclude persons w
on panels, except in rare cases.
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CHAPTER 4

NEED TO STRENGTHEN CONTROLS OVER FUNDS

Title III grants are intended to assist developing
institutions which are struggling for survival for financial
and other reasons. OE cannot fund all applications from
eligible title III instituticns. Therefore, grants which
are made must be used efficiently and effectively so that
maximum benefit will accrue to participating schools. How-
ever, adequate financial controls for the title III program
have not been established to ensure that benefits from grants
are maximized.

OE has not provided grantee institutions with guidance
for administering Federal funds and has not established post-
award procedures to review expenditures under title III
grants. This has .led to mismanagement of Federal resources
by the institutions. At most of the institutions we visited,
payments to assisting agencies were inadequately supported,
questionable charges to grants were made, grant funds were
carried over to succeeding £fiscal years by institutions and
assisting agencies (without prior OE approval), and inaccurate
and misleading financial reports were submitted to OE by the
institutions.

ELIGIBLE EXPENDITURES

The Education Act of 1965, as amended, required that the
title III program establish procedures to insure that funds
are spent efficiently and in line with program objectives.
Specifically, the law requires OE to approve only those ap-
plications for assistance which

--outline a plan for the efficient operation of

proposed projects,

--set forth procedures to insure that Federal funds will
supplement (but never supplant) other sources of
funding,

~-provide for fiscal controls and accounting procedures
necessary for the proper disbursement of and account-
ing for program funds, and

--establish procedures for reporting and recordkeeping
necessary for program monitoring.
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The law also directs the Commissioner of OE to establish
regulations containing additional criteria for eligible ex-
penditures under title III grants. The June 1975 title III
program regulations make title III participants subject to
OE's General Provisions for Programs (45 C.F.R., part 100).

The General Provisions contain guidelines for the fiscal
administration of numerous OE programs. Because the provisions
cover a large number of programs, they are necessarily broad;
however, they do provide tests for determining the allowability
of costs under OE grants. A cost is normally allowable if it

--is reasonable (the action.a prudent man would take

most of the time), '

—~can be allocated to a specific agreement approved by
OE,

--is consistent with generally accepted accounting prac-
tices, and

-~conforms to the specific exclusions or limitations
of the approved agreement.

After an institution is approved for a title III grant,
OE and the grantee institution negotiate an agreement for
conducting grant activities. This agreement includes a de-
tailed budget to control the subsequent expenditure of funds
under each grant arrangement. The grantee institution then
assumes responsibility for conducting grant activities and
administering grant funds.

NEED TO STRENGTHEN CONTROLS
OVER_GRANT ADMINISTRATION

A title III grant may include any number of individual
projects or cooperative arrangements, each with its own budget
and planned activities. There 1is no "typical" title III grant.
Each school has its set of projects, and the project mix may
vary from year to year. For example, one school we visited
was involved in only one title III arrangement in 1976-77,

and that was as an unfunded participant (receives services

but is not directly funded) in a consortium arrangement;
another school received direct funding under four bilateral
and three consortium arrangements and was an unfunded par-
ticipant in five additional consortium arrangements during

the same period.
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Controls over title III funds at the institution level
were inconsistent and often did not comply with HEW's
established procedures. This was true of controls among
different schools as well as among various arrangements at
the same school. Generally, grantees' controls over funds
were as follows:

--The most stringent controls were placed over bila-
teral arrangements under which most of the funds were
expended on campus. In these cases the schools fol-
lowed their normal procedures for expending Federal
funds, recording costs, and maintaining documentation.

--Less stringent controls were evident for grant funds
paid to assisting agencies, especially in consortium
arrangements where these agencies were often respon-
sible for a large segment of program activities.,

In many instances, the institutions' control over the
expenditure of title III funds did not meet the standards set
by the law and the general grant provisions. The major prob-
lems identified were (1) inadequate support for payments
made by grantee institutions te their assisting agencies;
questionable charges to grants for selected items of costs
(3) carrying over grant funds beyond authorized grant periods
without OE approval, and (4) inaccurate and misleading re-
porting of financial activities to OE.

- e~
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Officials at many schools we visited had widely varying
interpretations of the intent of the regulations on such
issues as establishing relationships with assisting agencies,
determining allowable costs, and obtaining grant period ex-
tensions.

Assisting agencies have become deeply involved in the
title III program. Institutions receiving Basic program
grants used assisting agencies in each cooperative arrange-
ment funded and often assigned them a major portion of the
responsibility for carrying out grant activities. OE re-
quired each school participating in the Advanced program to
have at least one substantive arrangement with such an agency.

Assisting agencies cannot receive direct funding under
title III since the law stipulates that only developing in-
stitutions can be grant recipients. All payments to assist-
ing agencies are made by grantee institutions in return for
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technical services provided under specific cooperative arrange-
ments. In fiscal year 1977, more than $10 million was sched~
uled for payments to assisting agencies. These payments ac-
counted for 10.8 percent of the Basic program awards and 8.7
percent of the Advanced program awards.

The amounts individual institutions pay assisting agen-
cies vary considerably, depending on the types of projects in
which they participate. For example, one institution visited
had paid out $580,000, or two-thirds of its title III Basic
grant funds, to six different agencies during the 1976-77
grant period. Another institution visited had paid out only
about 2 percent ($42,000) of its total multiyear Advanced
grant to assisting agencies. Payments under the Basic pro-
gram to assisting agencies by schools under bilateral arrange-
ments and by developing institutions serving as grantees for

consortium arrangements (coordinating institutions) tended
to be larger.

To some agercies, title III arrangements were relatively
minor activities and represented insignificant portions of
their total revenues. Other agencies rely heavily on funds
received by grantees under title IIT.

The following table shows the importance of title III
arrangements in 1976-77 to four of the seven agencies we
visited:

Assisting agency
B C

|
o

Number of coopera-
tive arrange-
ments:
Consortium - 1 2 3
Bilateral 21 62 1 44

Funding from
title III
arrange-
ments:
Total $38,800 $861,239 $852,971 $1,164,030

Percent of

total
revenues 30.1 48.6 92.5 76.6
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Although grantees may enter into arrangements under
which assisting agencies carry out grant activities, the in-
stitution is responsible for the use and control of grant
funds. The General Provisions state that the grant recipient
shall administer or supérvise the activities and services
for which Federal assistance is sought and that the grantee
"shall not transfer to others responsibility in whole or in
part for the use of Federal funds or for the conduct of
project activities, but may enter into contracts or arrange-
ments w;th others for carryving out a portion of any such ac-

tivities.

Title III grantees have not adequately carried out their
responsibility before making payments to assisting agencies.
We noted the following examples:

~-~Grantees based payments to assisting agencies on
budgeted projections rather than actual agency cost
records and performance.

-~-Assisting agencies did not provide institutions with
adequate documentation to show actual use of funds.

--Documentation that was provided was not properly
analyzed by grantee institutions to determine whether
the costs (1) were allowable under the terms of the
General Provisions, (2) could be allocated to specific
projects, and (3) were related to services provided
to the institutions.

We found numerous instances of deficient monitoring
of assisting agency activities by grantees. For example:

-=~An institution paid an assisting agency about $580,000
in title III Basic funds under a bilateral arrangement
over a 2-year period. The assisting agency was to
use the funds to operate a center to improve under-

graduate instruction in predominantly black institu-
tions through faculty development. The school paid
the agency the approved budget amount in each year,
but had no documentation to show how the funds were
used or what benefits were received. A school official
could not adequately explain what the agency was doing
with the money and admitted that the grantee school
had received no benefits from the arrangement. We
later found that the agency was using the funds to
enable college and university faculty to carry on in-
dependent research projects. Examples of research
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projects undertaken by faculty attending the center,
many of whom were from Advanced program institutions
and nondeveloping institutions, included completion
of a multivolume history of the black struggle for
freedom in the United States, research into the "life
and art of black women blues singers of the 1920s as
a creative response to racism," and "analysis' and
texture of black life in an urban environment." The
grantee schocol, which received funds under the Basic
program, never sent a participant to the center.

~-An assisting agency received $38,800 from 21 institu-
tions under bilateral arrangements during 1976-77.
While the agency received the fully budgeted amount
from each grantee, based on our review of assisting
agency documentation many of the institutions received
only a portion of the services to which they were
entitled. Assisting agency officials told us that
they d4id not provide documentation on actual expendi-
tures because none of the institutions requested it.
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stitu X 1 +thyee assisting agencies a teta
of $82,000 under its multiyear Advanced grant through
June 1976. These payments were made in response to
billings submitted by the agencies during the year.
In no case did the institution attempt to verify that
the agencies actually incurred the costs for which
they were reimbursed.

Chy 23

The absence of proper controls over payments tn assist-
ing agencies is most prevalent under consortium arrangements,
under which the levels of funding are higher and the in-
fluence of assisting agencies is often greater. Many co-
ordinating institutions exercise virtually no control over
the activities of their consortia's assisting agencies and
function mainly as channels for title III funds. For ex-
ample:

--One coordinating college we visited could provide no
meaningful support for payments of $585,000 to the
consortium's assisting agency in 1976-77. The col=
lege paid the agency the budgeted amount in 10 in-=
stallments, but had not reviewed the agency's cost
records to determine whether the funds were actually
expended in accordance with the budget.

-—Another coordinating institution received detailed
cost records from the assisting agency to support the
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expenditure of $595,350 it paid the agency in 1976-77.
However, institution officials agreed that they do not
attempt to verify that charges are reasonable or gues-
tion the appropriateness of expenditures other than
obvious violations of OE regulations such as excess
payments to consultants. We called several gquestion-
able costs, such as high furniture rentals, to the
attention of the school's grants management officer,
Many of the problems in monitoring payments to assisting
agencies exist because OE has not defined the role of assist-
ing agencies under title III and the way coordinating insti-
tutions and other developing institutions should interact
with them. The program regulations and the General Provisions
do not discuss assisting agencies as such, and OE has not
issued further instructions to the institutions on how pay-
ments to these agencies are to be administered. Also, OE ap-
parently has no control over the activities of the assisting
agencies once the grant is awarded, since the agency is not
a grantee, OE's only control is over the grantee institution,
which must conform to the terms of the grant agreement.

Both the Basic and Advanced programs reduired institu-
tions to negotiate agreements with assisting agencies showing
services to be provided by the agency, payments to be made
by the institution for these services, and time schedules
for completion. These agreements were intended to give the
institution some measure of control over the expenditure of
funds and provision of services and to provide a basis for

preparing the program budget.

The agreements for many cooperative arrangements at the
institutions we visited did not provide the institutions an
adequate level of control over the assisting agencies. The
agfeements were frequently so broad that they were of little
use in monitoring the performance of the agencies. We had
difficulty determining (1) whether the agency was a contrac-
tor, a subgrantee, or a consultant, (2) whether payments
were to be made on a fixed-fee or cost reimbursement basis,
and (3) what services were to be performed by the assisting
agencies. 1In some cases, we could not locate the agreements,

Grantee institutions did not understand their responsi-
bilities for managing funds paid to assisting agencies. An
official at a coordinating institution for a large consortium
arrangement said that he had never been able to determine the
functions of a coordinating institution. Officials at other
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institutions told us that OE had not provided meaningful in-
structions for monitoring the activities of assisting agen-
cies,

According to OE officials, the General Provisions are
the only regulations now available to the institutions show-
ing how title III funds may be used. While these regulations
explain that an institution is responsible for funds paid to
an assisting agency, they do not provide specific guidance
for (1) selecting an assisting agency, (2) formulating an
agreement for services to be provided, (3) establishing pro-
cedures for making payments, and (4) monitoring the perform-
ance of the agency. -

In March 1977, OE issued new memorandum instructions
to institutions to clarify the assisting agency-institution
relationship. The instructions provide additional informa-
tion on establishing cooperative arrangements and submitting
funding applications. However, these instructions do not '
provide the detailed guidance institutions need in forming
and controlling their relationships with assisting agencies.

OF officials admitted that the regulations in effect
at the time of our review were not adequate for effective
grants management in the title III progran.

Questionable charges to grants

OE provided the General Provisions to institutions as
a guide to determining allowable costs, and each institution
had to abide by the cost principles set out in the regulations.
Under the General Provisions cost was allowable if the grantee
could show that it was reasonable, followed accepted account-
ing standards, and could be allocated to a project budget ap-
proved by OE. The provisions supplemented these basic tests
with more specific instructions for determining the allowva~
bility of selected items of costs, such as personal services,
travel, consultants, equipment, and rental of facilities.

Grantees and assisting agencies we visited often did not
follow the established cost principles in charging costs to
title III grants. Although discrepancies varied in type
and degree among the institutions and agencies visited, their
frequency pointed to a general weakness in the area. Through-
out the program, we found

~-a lack of understanding on how the cost principles
in the General Provisions were to be applied,
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--insufficient documentation to support expenditures,
and

--an inability to match expenditures with the accom-
plishment of project objectives.

In many cases, the General Provisions did not adequately
specify the allowability of costs under title III arrange-
ments. However, many charges by institutions and assisting
agencies appeared to violate the “"reasonable cost" criterion
outlined in the regulations. The most common examples of
this were charges for personnel costs (salaries and fringe
benefits) and consultants--normally two of the largest items
budgeted under a title III grant,

Salaries and fringe benefits

Under most title III grants, the largest single portion
of funds is budgeted for salaries and fringe benefits for
personnel working on project activities at the institutions
or assisting agencies. The General Provisions allowed the
institutions and agencies to tollow their normal procedures
in budgeting these costs, but required that any payments
must be reasonable in view of the services rendered.

We found that charges to title III grants for salaries
and fringe benefits were not always consistent with the in-
dividual's participation in the applicable projects. For
example:

--The executive director of an assisting agency received
a salary of $40,000 in 1976-77, with 90 percent of
this amount derived from title III.

Charges to title III and other work were calculated
by pro-rating his salary among the various activities
he performed at the assisting agency (Federal and
non-Federal). Because of a lack of detailed documen-
tation, we were unable to substantiate how much actual
time the director devoted to title III activities.
However, based on a normal work schedule and the
amount of time we were able to document that he de-
voted to non-Federal activities for 1 month, it ap-
pears that he could justify about 73 percent, at
most, as chargeable to title III rather than the ac-
tual charge of 90 percent for that month. During
this same period he served as the director of a non-
Federal organization at a yearly salary of $30,000.
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——The director of a large consortium project charged
100 percent of his salary to the consortium budget,
even though he was simultaneously involved in at least
three other projects supported by both Federal and
non-Federal funds. No records were maintained to show
how much actual time he devoted to any particular
project. In one instance, however, the director spent
several weeks out of the country working on one of the
other projects while continuing to draw his salary
through the consortium members during his absence.

——An institution (1) used title III funds to pay two
employees' salaries which exceeded the approved budget
allowances by $5,000 each, (2) failed to fill three
positions (total salaries of $41,000) shown in the
title III budget which the institution had agreed to
fund as a needed part of the project, and (3) used
title III funds from the Professor Emeritus program
to pay two of the college's staff, which is contrary
to program intent.

——Twn institutions used title III funds to fill positions
which were not approved in their budgets. Two other
institutions used individuals other than those named
in their budgets to fill positions on title III projects.

In most cases, the institutions and assisting agencies
did not keep records to show actual time spent by salaried
individuals on title III projects. Thus, most of these in-
stitutions or agencies received the budgeted amounts without
having to provide any verification of the services which were
provided. ‘

Consultants

The General Provisions place two major requirements on
the use of consultants under OE grants:

--Payments to a consultant may not exceed $100 a day
without prior written approval from CE.

--The grantee must maintain a written report on all con-
sultations. This report must show (1) the consultant's
name, and dates, hours, and amounts charged to the
grant, (2) the names of the grantee staff to whom serv-
ices were provided, and (3) the results of the consul-
tation.
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These requirements were not consistently followed at the
institutions and assisting agencies we visited. For example:

--An institution paid a consultant $280 a day for 24 days
in one instance and $300 a day for 4.5 (consultant)
days in another, without prior OE approval.

~-Another institution paid $12,000 to one individual
during 1976-77. Part of this was paid on a flat rate
of $3,000 a month. Records were not maintained to show
h number of days vorked.

rr

he actual

--An assisting agency used funds earmarked for consultants
to pay a portion ($12,500) of the salary of the chairman
of its board of directors.

~--A second agency paid two salaried employees for consul-
tations on projects other than those to which they were
assigned.

In most cases, there was limited documentation to support
(1) why certain consultants were chosen, (2) what they did
to earn their fee, (3) how the fee was negotiated, or (4) how
the consultation benefited the program to which the charge
was made. Also, grantee institutions had virtually no knowl-
edge of how their assisting agencies used consultants. '

Other

While the above were the most common types of question-
able charges to the title III program, there were other in-
stances at the institutions and agencies we visited where we
believe that, under ceoperative arrangements, title III funds
were questionably used. For example:

~-An institution had used title III funds to purchase
short-term, interest bearing certificates. The in-
terest from these certificates was not returned to the
Treasury, as required by the provisions.

~-One agency used $108,000 in title III funds for 1975-76
to offset deficits experienced in the agency's other
Federal and non-Federal programs.

--A consortium arrangement funded by both title III
($75,000 a year) and non-Federal sources had accumulated
reserves of more than $140,000 by the end of fiscal
year 1976. A consortium official told us that none
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of the reserves were title III funds, since the consor-
tium ensured that Federal funds were always the first
revenues expended. Since the consortium had such siz~
able reserves, we questioned the need for such a large
title III grant. The consortium official said that

the reserve was being accumulated so that the consor-
tium could be self-sufficient if Federal support were
terminated. OE officials told us that they were un-
aware of the consortium's large reserves.
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An assisting agency used ti unds to pay a por-
tion of the costs to relocate its headquarters in
another city. The agency could not show how these
costs were related to services to be provided under
specific cooperative arrangements.

r

There were also several other charges to title III
which appeared to be unreasonable. Examples of such charges
included improper allocation of travel charges among parties
to cooperative arrangements, duplicate reimbursements for
meals, use of first class air travel by school officials and
assisting agencies without prior approval, and other charges.

For example, an assisting agency official used title III
funds to pay for travel on assignments involving other Federal
agency programs. Also, a school provided travel advances
based on estimated costs without adjustments to reflect actual
expenses incurred. At another school, persons working on
title III projects submitted combined meal payment regquests
even though some persons performing as consultants received
per diem which included meal allowances. Other charges to
title III included office alterations and bar expenses and
lunches at a "topless" restaurant. Also, we found instances
where an assisting agency charged 100 percent of the costs
of monthly legal retainer fees and employee parking fees to
title III even though the agency carried on other activi-
ties,

Funds not obligated dut;ggrgragtwperi@ds

The General Provisions state that grants are available
for obligation only during the period specified in the grant
award document. According to an OE Grants Office official,
any funds not obligated by the end of the grant period must be
returned to the Government or be used to reduce the amount of
a subsequent grant. He also said that an institution may obtain
an extension of the grant period, but must be able to show
that funds will be used for a scheduled activity which could
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not be conducted during the grant period. Requests and ap-
provals for such extensions must be in writing.

In some cases the institutions visited had carried over
title III funds beyond grant periods without OE approval.
One school had been accumulating such balances since 1973,
At the time of our visit, the school had over $81,000 in
pycess funds. A school official said that he had contacted
DE about this matter, but had received no instructions for
disposition of the funds.

Another school was operating its title III account on
a fiscal year basis that differed from the approved grant
year. We could find no evidence that the school had obtained
permission to operate its title III account in this fashion
for 1975-76. It had $136,354 in unobligated funds at the
¢lose of the year.

We also found that some assisting agencies not only had
not cxpended their funds within the grant period but also,
on occasion, had used funds received under specific title III
grants for other purposes. For example:

--An agency used excess dgrant funds of $84,000 in 1976-77
to supplement the following year's activities in similar
program areas.

~=-Another agency which did not match title III funds with
expenditures for project activities included all title
III funds in the agency's general operating funds.
Many budgeted costs were apparently never incurred;
however, no funds were returned to the grantee insti-
tutions. :

Grantee institutions using these agencies showed grant
funds as obligated because they had paid the budgeted amounts
to the assisting agencies. The institutions were not aware
that the funds were used for other purposes or remained in
the assisting agencies' accounts.

When grant funds were left over at the end of the grant
period, institutions and agencies did not use them to conduct
previously scheduled title III activities. These funds were
normally used to supplement the following year's funding or
offset deficits in other Federal or non-Federal programs.

We found no cases where OE had collected excess funds or
reduced the following year's grant, because funds were still
availlable at the end of the grant period. -

o
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Inadequate postaward monitoring

Title III services are provided at the institution level,
so OF must rely on reports by the institutions to insure
that funds are used in accordance with the approved budgets.
The law requires that an application for title III funding

"provides for making such reports, in such form
and containing such information, as the Commis-
sioner may require to carry out his functions
under this subchapter, and for keeping such
records and affording such access thereto, as

he may find necessary to assure the verification
of such reports.”

OE requires each title III grantee to file perieodic re-
ports on its use of grant funds. In the Basic program, in-
stitutions were to submit quarterly or semiannual progress
reports and a financial status report within 90 days of the
expiration of the grant. 1In the Advanced program; schools were
to submit quarterly financial reports throughout the multiyear
grant period. The financial reports submitted by the grantees
were to show how institutions had adhered to their approved
budgets for each arrangement or project and summarize total
amounts authorized, obligated, and onhand at the end of the
reporting period. Occasionally, OE supplemented its reviews
of institutions' reports with site visits (see p. 70) to insti-
tutions and assisting agencies.

At the institutions we visited, financial reports sub-
mitted to OE were not always an accurate representation of
grant activities. 1In many cases, the financial reports and
actual cost records did not agree on the amounts obligated.
This occurred because the institutions

~-planned to spend excess funds even though they had not
been obligated;

--used budgeted amounts rather than actual obligations
as the basis for preparing the reports; oOr

--recorded amounts budgeted for assisting agencies as
obligated when the institutions paid the agencies, even
though the funds might not have been expended for
project activities.

Although the financial reports submitted by the insti-
tutions might provide a broad view of how program funds were

used, we noted that they were not timely and did not provide
details for selected items of cost. Thus, OE could not use
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the financial reports to determine whether the cost principles
set out in the General Provisions were being followed.

Other problems with OE's postaward monitoring activities
include the following:

--Grantee evaluation reports normally did not include
an evaluation of funding controls.

--Desk reviews by OFE were very informal and often
amounted to little more than a f£iling process.

-=There was little OE followup on the reports submitted
by the institutions. We found no instances at the in-
stitutions we visited where OF guestioned the informa-
tion shown on the financial reports or redquested
additional support for the use of grant funds.

--Site visits were too few in number and normally in-
cluded only a superficial review of controls over
funding, The OE Grants Office, which has final
responsibility for the use of grant funds, did not par-
ticipate in site visits unless a major deficiency was
suspected.

OE officials said that they realized their postaward
monitoring activities were not adequate, but that they were
unable to do more because staff reductions (see p. 71) had
decreased OE's ability to perform indepth reviews of financial
reports and make site visits. They said that, for this rea-
son, they must rely heavily on the integrity of the grantees'
own cost accounting and reporting systems.

Identification of high-risk grantees

OE's operating procedures for grants administration re-
cognize that certain applicants may "present relatively high
risks * * * for assuring proper programmatic use and financial
stewardship of grant funds." Such organizations were charac-
terized by the following:

-—Poor financial stability.

--Inexperience in managing Federal grants.

--Heavy financial dependence on Federal support.

systems.
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--A history of unsatisfactory performance, material
violations of terms and conditions, or large cost
disallowances on previous awards from Federal
programs.

The operating procedures stipulate that an organization
identified with any of these factors was a "high-risk"
grantee. In such cases, OE may elect to (1) not award the
grant, (2) award the grant with special terms and conditions
and subject it to closer monitoring by OE, or (3) award the
grant and a separate contract for appropriate technical as-
sistance to the grantee.

=3
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Many title TIT partici ing schools zppeozre meet
one or more of the hlgherlsk factors; however, an GE folélal
told us that these special provisions had not been used be-
cause they might unnecessarily damage the public's image of
the schools involved. We believe that with proper controls,
OE could preclude "labeling" institutions as high-risk and
still provide these schools with the typé of close technical

assistance they need.

ﬂ
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EXCESS PAYMENTS TO ASSISTING AGENCIES

The Grants and Procurement Management Division is
responsible for resolving audit exceptions concerning the
title III program. We found that the HEW audit Agency ques-
tioned an assisting agency's charges to the title III program
and that a $90,891 audit exception involving another assist-
ing agency was not properly resolved. A title III official
exceeded her authority by instructing the second assisting
agency to disregard a contingent liability carried on the
agency's books which included the $90,891 audit exception.
Also, an HEW Audit Agency informal repart guestioning about
$59,000 of expenditures was not followed up by the audit
agency. We found that at a third assisting agency, fees
totaling about $351,000 were received from title III insti-
tutions for services delivered at a cost to the agency of
about 5229 000. The "excess" funds were transferred to the
agency 's general program account for usé 1n covering deficits
in other Federal and non-Fedetral prcject

Unresolved audit exception

At an assisting agency we visited, results of an HEW fi-
nancial audit were not reported to the OE Grants Office for
disposition until almost 3 years after the audit was performed
and several months after we began inquiring about the status
of the report. An initial report was prepared by HEW's New
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York Regional Audit Agency (Region II) and covered the period
March 24, 1971, to June 30, 1973. The HEW auditors recom-
mended that an assisting agency reimburse the Government
$90,891 ($85,190 overhead and $5,701 interest income from un-
used grant funds). According to the auditors, the charges
for overhead represented unallowable fees or profits charged
by the assisting agency, rather than overhead costs. Accord-
ing to OE grant procedures, any income earned on funds re-
ceived under a grant before they are spent must be refunded
to the Government. Assisting agency officials contended

they had a contractual relationship with a developing in-
stitution and that the overhead charges represented what they
considered an allowable fee to the agency under the contract.
They also asserted that the [ees were used Lo underwrite
other aspects of their educational and charitable activities.

In February 1977, HEW's title III program Director met
with assisting agency officials to discuss the augit and in
April 1977 wrote the agency and relieved it of its contingent
liability to the Government, including the $90,891 questioned
by the HEW Audit Agency.

In July 1977, we discussed the 1974 report with represen-
tatives of the HEW Audit Agency's Atlanta and Washington of-
fices and asked about its status. They were unaware of any
followup on the audit exception at that time.

In August 1977 we provided the HEW audit report and the
title III Director's comments to OE's grants office Director.
He subsequently told us he was not aware of this matter.

After reviewing the material, he told us that the title III
official made an incorrect decision in relieving the assist-
ing agency of the contingent liability and the employee had
alao exceeded the authority vested in the position of Director
of the title III program. In a September 1977 meeting with

an OE Deputy Commissioner, the Chief of the title III Advanced
program branch, and the Grants Office Director, we discussed
this matter and similar occurrences at other assisting agenc-
cies. We asked that these matters be followed up and that

we be apprised of actions taken and of any restitutions made
to the Government. In a subsequent discussion with the Grants
Office Director, we were told that due to other priorities

and lack of staff, these matters had not been followed up.

We met with officials of HEW's Audit Agency in June 1978,
and they told us that their Atlanta office had issued a formal
report containing the $90,891 audit exception raised by the
New York audit agency and that as far as they were concerned it

49



represented a debt owed the Federal Government. They agreed
that there was an excessive delay between the 1974 New York
report and the August 1977 Atlanta report, but that they
planned to pursue this matter.

Other questionable charges to title III
program by assisting agencies

Example 1

Another assisting agency's certified public accountants
would not certify its financial statements ending June 30,
1972, because they believed that specific guidelines for
the expenditure of OE funds were lacking and a Federal audit
might question certain of the agency's expenditures and dis-
allow them.

The Washington HEW Audit Agency reviewed certain of
this agency's expenditures charged to title IITI and prepared
a draft report in February 1975 which questioned overhead
costs of about $59,000. The questionable charges arose be-
cause the assisting agency charged overhead at the rate of
15 percent of total direct costs; however, the audit claimed
that the agency charged overhead with elements of costs which
were charged as direct costs to the title III program. The
audit report stated that, since items charged as direct costs
to Government contracts must be charged uniformly to all ac-
tivities of the organization in order to preclude overcharges
to the Government, the $59,000 should have been eliminated
from the overhead charges. An HEW auditor provided the as-
sisting agency an unofficial statement of his audit findings
and recommendations.

In commenting to the auditor on the proposed financial
adjustment, the assisting agency's position was that all costs
incurred in excess of the amounts charged as direct costs
should be included in overhead, regardless of whether a por-
tion of the charge may have already been charged as a direct
cost. The assisting agency's board chairman told us that he
discussed the audit findings with OE's title III Director,
who told him to disregard the matter because of the HEW audi-
tor's misunderstanding of programmatic cost principles.

An Assistant Director of the HEW Audit Agency in Washing-
ton told us that the audit office was not going to issue the
report because (1) allegations which had been made against
the assisting agency and which were the primary reason for
the review could not be substantiated, (2) other HEW Audit
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Agency representatives questioned the methods used to compute
the exception and the $59,000 exception was not developed
completely enough to warrant issuing a formal report, and

(3) based on the relatively small amount involved and other
priorities the audit agency decided not to conduct followup
work at the agency. In our opinion this matter was never
fully resolved.

Example 2

During our visit to another assisting agency, we found
that the agency received about $351,000 from 37 developing
institutions which participated in the program during academic
year 1575-76. t cost the assisting agency $229,000 (includ-
ing $72,000 in indirect costs) to assist the institutions in
their long-range planning. In October 1976, the agency trans-
ferred $120,000 to (1) cover deficits of $59,000 in seven
other Federal programs, (2) support a non-Federal program in
the amount of $40,000 for academic year 1976-77, and (3)
deposit the remainder in its general fund.

The assisting agency's controller told us that he thought
this action was proper because he believed his agency was
performing services for a specific fee and, if their effici-
ency allowed them to realize greater receipts than the costs
to render the services, that they should be allowed to apply
these "excesses" to their other activities. We do not believe
that the assisting agencies should be able to use title III
funds to support their other Federal and non-Federal activ-
ities. We brought these matters to the attention of OF
grants management officials and they agreed that the assist-
ing agency appeared to have received excess funds that should
pe reimbursed to the Government because they were not used
for the purposes for which they were budgeted.

We noted during cur review that assisting agencies have
not been audited on a regular basis by the HEW Audit Agency.
Because of the irregularities noted above, we believe that
HEW's Audit Agency should schedule audits of each assisting
agency which receives substantial Federal support from
title III to determine whether they are receiving excess
funds and are improperly spending Federal funds from the
program.

CONCLUSIONS

OE has not implemented sound financial controls over
the use of title III grant funds. This caused a number of
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problems in the use of and accounting for program funds by
grantee institutions. In general, these problems can be
attributed to (1) lack of OE guidance to institutions on

the proper use of and accountability for title III funds and
(2) insufficient monitoring of grantees' financial activities
by QE-.

The only criteria available to grantees are OE regula-
tions designed to cover the administrative and fiscal require=-
ments for numerous separate assistance programs, and limited
memoranda. While these requlations establish the overall
policy for the use of grant funds, grantee institutions have
experienced problems in interpreting them and applying them
to determine allowability of title ITI expenditures.

OE relies on grantees for the proper administration of
grant funds and has not properly monitored financial activi-
ties after making grants. There is virtually no verification
of the accuracy of grantee financial reports. Site visits
have traditionally included only cursory examination of fi-
nancial management, a problem we believe is significant in
the title III program and one that warrants greater attention
in future site visits.

Many grantee institutions have also placed a low priority
on the financial management of title III grants. This has re-
sulted frequently in questionable expenditures, insufficient
controls, overpayments to assisting agencies, and an overall
lack of documentation of the use of program funds.

Because OE had not adhered to HEW procedures to resolve
audit exceptions, and assisting agencies have not been audited
on a regularly scheduled basis, funds due the Government might
not have been reimbursed to the Treasury, and assisting agen-
cies might have earned excess profits.

RECOMMENDATIONS TO THE SECRETARY OF HEW

We recommend that the Secretary of HEW direct the Com-
missioner of Education to provide grantee institutions with
more specific guidance for the administration of title III
funds. This guidance should include detailed instructions
for

~~determining what types of costs may be charged
against title III1 grants;
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--maintaining financial records to support prcgram
expenditures, including payments to consultants
and assisting agency personnel assigned to title
II1I projects;

--@stablishing, maintaining, and terminating rela-~
tionships with assisting agencies;

--returning to the Treasury funds not obligated
by the end of the grant period and funds which
have been allowed to accumulate at assisting
agencies; and

--providing detailed reports to OFE on grant
activities.

Additionally, the Commissioner should reemphasize the
need for identifying potential problem institutions before
grants are awarded. This would necessitate a careful review
of an institution's performance under previously awarded Fed-
eral (both title III and other) grants. OE's procedures for
identifying and monitoring "high-~risk" dgrantees should be
used as the basis for providing such institutions with badly
needed assistance in effectively and efficiently using Fed-
eral funds. :

Also, the Commissioner should be directed to strengthen
postaward monitoring of the financial activities of institu-
tions (especially those identified as high risks) receiving
title III grants. This could be done through (1) verification
of information provided on periodic financial reports and (2)
a systematic site visitation program which includes the use
of grants specialists to review the procedures followed by
selected institutions in administering program funds.

The Secretary should also direct the Commissioner to im-
plement existing procedures for the proper resolution of audit
exceptions. This should include proper resolution of the ex-
ample discussed on page 48 and cther exceptions brought to
OE's attention by the audit agency.

In addition, the HEW Audit Agency should schedule audits
of each assisting agency which receives substantial Federal
support to determine whether it is adhering to the General
Provisions for Office of Education Programs, (45 C.F.R., part
100) and HEW regulations for the title III program.

53

63



AGENCY COMMENTS AND OUR EVALUATION

HEW concurred with our recommendations. HEW said that
the staff of the Division of Institutional Development will
work with the Grants and Procurement Management Division to
develop policies which address each of these issues no later
than the spring of 1979. HEW also stated that the staff
will utilize title III workshops, application review sessions,
and institutional monitoring visits to refine the management
of projects.

HEW said it intended to involve personnel from the Grants
and Procurement Management Division to train title III staff
as well as accompany staff on site visits to perfect a more
effective administration of title IIT funds. Tnetitutions
which are identiried with chronic management problems will,
according to HEW, be encouraged to seek specific and expert
assistance to obtain a thorough reform of fiscal management
practices--including those involving student financial assist=~
ance funds. HEW said that workshops will stress the fiscal
and administrative requirements found in the General Provi-
sions (45 C.F.R., part 100) which are also being revised for
greater clarification and effectiveness.

HEW said that it will conduct indepth site visits (which
‘will include grants specialists) before the next funding
cycle. These visits will include a review of institutions'
performance under previously awarded Federal grants (title
1II and other). OE's procedures for identifying and monitor=-
ing "high-risk" grantees will be used as the basis for provid-
ing such institutions with whatever assistance they need for
effectively and efficiently using Federal funds.

HEW also said that OE's Bureau of Higher and Continuing
Education has moved to process audit exceptions in a timely
manner, and that there were no outstanding audits in the
Bureau.

In addition, the Secretary, by memoranuum dated Novem-
ber 6, 1978, directed that priority be given to the resolu-
tion of audit findings and the recovery of disallowed funds.
HEW said that the Inspector General will continue to review
and provide HEW oversight of action on audit recommendations,
including their resolution and implementation, and report to
the Secretary gquarterly on the effectiveness of such actions,
Also, the Assistant Secretary for Management and Budget will
report to the Secretary quarterly, using the accounting system
he is establishing, on actual collections of audited funds
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disallowed, and will also include this activity in HEW's de-
partmentwide efforts to reduce fraud, abuse, and waste.

In regard to HEW's comment that no audit exceptions
remained in the Bureau of Higher and Continuing Education,
we attempted to follow up on the status of the $90,000 audit
exception described on page 49. However, OE officials could
not respond to this question and others in time for us to
consider them in this report.

HEW also agreed that audits of each assisting agency which
receives substantial Federal support were needed to determine
whether they were adhering to the General Provisions and HEW
regulations for the title III program. HEW said that the
Grants and Procurement Management Division within OF would
schedule such reviews of each assisting agency which receives
substantial Federal support under title III. According to
HEW, these will be completed before the next funding cycle,
and the HEW Audit Agency--based on the results of these pro-
grammatic reviews--will consider the necessity of possibly
expanding its audits of developing institutions to include
the activities of selected assisting agencies.

*

We believe that the above actions could improve the
administration of the title II1I program and strengthen con-
trols over the use of funds. However, because the General
Provisions apply to numerous programs and, therefore, may not
be specific enough to deal with the problems we noted in the
title III program, and the proposed revisions to the title
III regulations do not provide detailed guidance to grantees
for the administration of Federal funds, we believe that in-
stitutions might still need further detailed guidance to as-
sure the proper use of title III funds. Such guidance might
include aspects of the General Provisions, the regulations,
and the proposed manual for site visits referred to on page 73,
and the procedures for the panel review processes described
by HEW in its comments to this report. (See app. IV.)

We also do not believe that the decision to expand HEW
Audit Agency coverage of assisting agency activities should
be based solely on the results of the proposed site visits
by title III program officials and-grants specialists.
Periodic HEW Audit Agency reviews at the major assisting
agencies involved in the title IIL program should bhe con=-
ducted so that sufficient independent reviews of title III
activities can be achieved. )
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CHAPTER 5

NEED_FOR BETTER PLANNING AND ACCOUNTING FOR

SERVICES UNDER TITLE III PROJECTS

Under the broad provisions of the law and OE regulations,
almost any type of PrDjECt can be funded under title III as
long as it shows promise for developing the participating
institutions. This affords an individual institution a con-
siderable amount of leeway in determining what development
projects are needed, how these projects should be organized,
and how the necessary services will be provided.

while thieg flexibility e’ hled title III institutions
to design individualized programs, it also led to a number

of problems, especially in the Basic program. Many insti-
tutions entered into cooperative arrangements without proper
consideration of how these projects would help them reach
overall develcpment objectives. This was similar+to findings
discussed in our 1975 report on the title III program. Also,
the institutions had not instituted proper controls to insure
that they were actually receiving adequate services from their
assisting agencies.

IDENTIFYING DEVELOPMENT NEEDS

Developing institutions have common, but not necessarily
identical, problems which isolate them from other institutions
of higher education. The title III program was enacted to
provide the financial resources that institutions required to
overcome specific handicaps preventing them from achieving a
secure status and attaining national visibility. Title III
was not designed to be a program of general support.

The title III legislation authorized the funding of

cooperative arrangements for the following types of activi-
ties:

~--Exchange of faculty or students, including arrangements
for bringing visiting scholars to developing institu~

tions.

~=Faculty and administrative improvement programs,
utilizing training, education (including fellowships
leading to advanced degrees), internships, research
participation, and other means.
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-=Introduction of new curricula and curricular activi-
ties.

--Developrment and operation of cooperative education
programs involving alternate periods of academic study
and of business or public employment.

-=Joint use of Eacilities, such as libraries or labora-
tories, including necessary books, materials, and
equipment.

Each institution must be able to identify its own develop-
ment needs and design projects which will meet these needs.
OF requires each title III institution to describe in its grant
application the development plan of the institution and show
how proposed activities relate to this plan. This should in-
sure that an institution's proposed projects are complementary
and that their progress toward development can be measured.
While this occurred with some success in the Advanced program,
it did not happen in the Basic progran.

Advanced program

The Advanced program placed heavy emphasis on the need
for comprehensive planning of an institution's title III ac—
tivities. Each applicant was required to submit in its ap-
plication a long-range plan showing how the institution in-
tended to use individual projects to reach its overall develop-
ment goals. Institutions were required to menitor projects
continually to insure that scheduled milestones were met.
Performance reports were submitted to OE quarterly.

Institutions in the Advanced program had highly individ-
ualized programs. FRach school determined its service needs
and how to obtain the services. For the most part, title III
funds were expended for on-campus activities. The institu-
tions made limited use of assisting agencies and received vir-
tually no direct services under consortium arrangements.

The institutions visited were carrying out their title
III programs in accordance with the terms of their grant
agreements. While the institutions had not always been
successful in meeting their objectives, their programs did
seem to be well organized and geared toward achieving some
ultimate developmental goal.
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Basic program

Comprehensive planning in the Basic program was not em-
phasized to the extent it had been in the Advanced. As a
result, most Basic prodram applications covered a wide range
of proposed projects which may or may not have tied into cen=
tral development plans. OFE funded several orojects which were
of questionable benefit to an institution's development. Part
of the reason for this was the substantial influence of assist-
ing agencies in the direction that the title III Basic program
would take.

Generally, institutions which participated in the title
ITI program for long periods received large grants and par-
ticipated in many cooperative arrangements. In 1976-77, for
example, 55 institutions which had beén in the Basic program
for at least 10 years were each participating in an average
of six cooperative arrangements. These schoonls' funding for
that year totaled about $22.8 million. COne school we visited
which had participated in the program for 10 years was sinul-
taneously a funded participant in four bilateral and three
consortium arrangements, and was an unfunded participant in
five consortium arrangements.

Funded projects not always beneficial

fhe unstructured growth of many Basic institutions'
title III activities has led to institutions participating
in projects which were proviling them little or no direct
services. In some cases brojects were not even designed to
assist the institutions which received the title III funds.

For example, two institutions we visited did not receive
title III funds directly but were members 1n a consortium
which received $75,000 a vear “rom title III. This consortium
was established to purchase and process bocks for schools at
a lower fee than the schonls could obtain on their owr. How-
ever, these two institutions ceasad participation in ne con-
sortium (even though OFE continued to list them as ¢ . sortium
members) because they had found that they could obtain better
services at a lower cost from an organization which was not
funded by title III., OFE continued to list these schools as
consortium members, and title II1 funds were budgeted for
these institutions as participants. Also, sec the example
on pages 37 and 3.
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Some institutions participate in two or more arrangements
which have a similar focus, often with the same assisting
agency. This can make it difficult to determine the specific
services being provided under each arrangement, to ensure that
duplicate payments are not made to these assisting agencies.

A similar position was reached in a report 1/ done for OE's
Bureau of Higher and Continuing Education which stated that:

nx % * within the structure of BIDP [Basic
Institutional Development Program] there are
some developing institutions involved in as many
as 33 cooperative arrangements. This produces
monitoring difficulties and a high probability
of duplication of services. In any move to cor-
rect this problem, first consideration should be
given to the establishment of a limit on the
number of cooperative arrangements in which an
institution can be engaged.

"There is also within BIDP no limit on the
amount of funds which can be made available to
any individual consortia. This could lead to
the creation and perpetuation of powerful
lobbies within the framework of the Title ITII
program which might be detrimental to the
achievement of program objectives, especially
if politics take priority over educational
interests. To keep program objectives in pro-
per perspective, it is best, perhaps, that
limits be established on funding levels for
individual consortia."

Some Basic program arrangements have resulted in pay-
ments for non-title III related activities. For example, one
grantee we visited used title IIL funds to finance a project
For furthering the education of many secondary school teachers
di splaced by desegregation orders in addition to furthering
the education of developing institutions' faculty members.
Title III Ffunds were used for tuition, fees, books, and stip-
ends for 26 persons working toward advanced degrees at ‘a major
un iversity. Although this project was funded as a bilateral
arrangement, many of the 26 participants provided no visible
services to the funded institutions. A school official told
us that the project was intended to provide a public service.

1/"Report on the Examination of the Developing Institutions
Program," Dr. Henry E. Cobb, consultant to the U.S.
Office of Education, Sept. 1977.
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Generally, most of the institutions we visited participat-
ing in the Basic program could not relate their arrangements
to predetermined development goals. Thus, the institutions
could not show what type of activities would be needed in the
future or how long title III funding would be necessary. In
our October 1975 report, we stated that many institutions
did not adequately plan their title III projects and programs
and did not attempt to relate these efforts to their plans
for overall institutional growth.

Assisting agencies exert

substantial influence

) Basic program schools rely heavily on assisting agencies
“for conducting projects under cooperative arrangements. As

a result, some assisting agencies have become reliant on the
title III program for a significant portion of their revenues.
(See p. 36.) In some arrangements, the influence of the in-
stitutions is actually secondary to that of the assisting
agencies in planning Basic program projects. Some assisting
agencies have assumed a leadership role in the program and
have recruited institutions to participate in projects de~
veloped by the assisting agencies. 1Inh some cases, the agen-
cies have prepared institutions' proposals for funding.

Some of the consortia in the Basic program are controlled
almost entirely by assisting agencies. The agencies determine
what services will be offered, which schools will be invited
as members, and which schools will be coordinating institu-
tions. While the memberships in these consortia may vary
somewhat from year to vear, the agencies remain the sane.
Basic schools we visited did not select assisting agencies
competitively even though this was encouraged by OE regula-
tions.

Institutions we visited did little monitoring of assisting
agency performance. In many cases, school officials could
not provide information on how certain agencies had assisted
their institutions during the year.

CONCLUSIONS

The title III programs in progress at many institutions
consist of individual projects which were not necessarily re-
lated to an overall development objective. It was question-
able whether some of the projects were providing benefits to
developing institutions. These conditions were particularly
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prevalent in the Basic program, which traditionally placed
little emphasis on the institution's long-range planning
for the use of title III assistance.

By not properly planning toward an ultimate objective,
many Basic program institutions relied on assisting agencies
to provide services. Some of these agencies actively re-
cruited institutions into their program offerings even though
the services offered might not have been the ones needed most
by the institutions. While the services might have helped
the institutions to increase their participation in title III,
they did not insure that funding was being used for projects
necessary for the schools' cverall development.

RECOMMENDATIONS TO THE SECRETARY OF HEW

We recommend that the Secretary of HEW direct the Commis-
gioner of Education to:

~-Require each institution provided title III assistance
to develop a comprehensive development plan.

~-Insure that the projects funded at individual insti~
tutions are necessary, compatible, and consistent
with long-range development goals.

~-Evaluate the role of assisting agencies used in the
title III program.

~-Enforce stricter controls over the use of assisting
agencies under title III grants. Greater use of com-
petitive selections of agencies should be encouraged.
The services to be provided to the institutions should
be clearly defined in a formal agreenent showing how
the services will move the school toward the main-
stream, and final payments to the agency should be
made only after the agreed~upoun services have been
provided. Coordinating institutions should require
assisting agencies to subnit periodic reports describ-
ing the services they have provided, and these reports
should be available to OE for review, The coordinating
institutions should also be required to periodically
check to see that each institution that is part of an
agreement with an assisting agency has received its
agreed—-upon services.
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AGENCY COMMENTS AND OUR EVALUATION

refine the;r institutional mission and gaalsfand to develop

a long-range comprehensive development plan for achieving the
institution's academic goals and strengthening its management,
or both.

HEW said that the proposed rules require applicants to
examine the status of the institution's administrative struc-
tureg curr;culum, student 5%§V1ces, aamlnistfative personnel,
i £O 1dentify
areas of the g:eatest need From th;s angvf or self-
assessment, the institution must propose int~f;ﬂual programs
that will be necessary, compatible, and n'msistent with long-
range development goals that address the dewucribed need(s).

HEW also agreed that there was a need to evaluate the
role of assisting agencies., It plans to do this by (1) con-
ducting audits by the Grants and Procurement M;ﬁaqempnt Divi-
sion and (2) indepth site visits of assisting agencien and
the colleges they are serving by evaluators chosen by NE. .
specific plan for these visits will be developcd and the
visits will be completed before the next funding cycle.

HEW also concurred with the need to enforce stricter con-
trols over the use of assisting agencies under title III
grants, including (1) greater use of eampéfiflve selections
»f agencies, (2) a requirement that services to be provided
o the institutions be clearly defined in a formal agreement
showing how the services will move the school toward the main-
stream, and (3) final payments to the agency be made only
after the agreed-upon services have been provided. It also
agreed that coordinating institutions should require assist-
ing agencies to submit periodic reports describing the serv-
ices they have provided, and that these reports should be
available to OE for review.

To accomplish this, HEW stated that a special section
in the title III application will require the applicant to
spell out the necessity for the ;ampatltlve selection of
agencies; formal agreement for the services to be Qrav1ded-
payment schedule; periodic reports describing services
rendered to coordinating institutions and OE; and the need
for the coordinating institution to monitor perticipating
institutions to make certain assisting agencies are delivering
agreed~upon services. This will also be monitored by OE.



We believe that if these measures are properly implemented
and monitored, they will improve the planning and accounting --
for services under title III projects.
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CHAPTER 6

NEED TO DEVELOP EFFECTIVE

PERFORMANCE EVALUATION PROCEDURES

Both the Congress and OE recognized the need for periodic
evaluations of the performance of title III institutions.
The Education Amendments of 1972 reguired title III applicants
to "set forth policies and procedures for the evaluation of
the effectiveness of the project or activity in accomplishing
its purpose." This requirement was contained in the title III
program regulations issued in June 1975. Although all projects
were evaluated. these evaluations often lacked objectivity
and did not adequately measure performance., Therefore, OE
was unable to use these evaluations to determine how an in-
stitution is progressing toward its long-range development
goals.

OE needs to develop objective, after-the-fact evaluations
of previously funded activities. We discussed similar prob-
lems with lack of quality evaluations and monitoring in our
1975 report.

BASIC PROGRAM EVALUATIONS

Each Basic program grantee had to arrange for an annual
external evaluation of its title III activities. This evalua-
tion was to be conducted by an impartial review team and was
to include an appraisal of the effectiveness of all title III
projects in which the institution participated. The findings
of the evaluation team were to be presented in a written re-
port, a copy of which was to be submitted to OE.

Instructions for evaluating Basic program grants were
contained in two memoranda issued by OE in April 1975 and
April 1977. These memoranda provided broad guidance for
selecting an evaluation team, conducting the evaluation, and
preparing the final report. However, the instructions have
been interpreted differently by those using them. Also, OF
issued these instructions as "suggested" guidelines and had
not enforced them as requirements.

In the absence of specific OE guidance, each Basic pro-
gram institution decided for itself how the external evalua~
tion would be performed. This led to problems, including
(1) selecticn of review team members with vested interests
in the activities they were evaluating, (2) incomplete and
inconclusive reporting, and (3) inability of OE to use the
reports in administering the Basic program.
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Evaluation teams not impartial

OF alloved each institution in the Basic program to
form its own evaluation team. According to the suggested
guidelines, the team should have been knowledgeable in
the special problems faced by developing institutions, but

have included impartial individuals who could objectively
appraise the effectiveness of the projects being evaluated.
At least two members, including the team leader, should
have been individuals from outside the institution and with
no vested interest in the institution's title III projects.
The remainder of the team might have been composed of in-
dividuals from the institutions, assisting agencies, or the
local community.

Many Basic program institutions have used evaluators
familiar with their programs. There can be benefits in using
individuals knowledgeable in an institution's operations, but
many external evaluators had a vested interest in the projects
being evaluated. For example, an assisting agency heavily in-
volved in the institution's title III projects also conducted
the final evaluation. In another instance, the evaluation
team leader came from an institution which participated in
title III consortium arrangements with the school being
evaluated. :

Institution individuals who serve on evaluation teams
can have a significant impact on the development of the
evaluation report. In many cases, evaluation reports sub-
mitted to OE relied heavily on internal reports prepared by
the institutions being evaluated. In one instance, the
evaluation report was prepared by the institution's title III
coordinator. We do not believe that such practices have
provided OE with the type of evaluations which can provide
needed information to assess prodgram impact.

Evaluation reports incomplete and inconclusive

After completing their evaluation of an institution's
title III projects, evaluation teams prepare a written report
on their findings. The reports were to be submitted to OE
within 30 days of the grant's expiration. These reports
should have provided feedback to OE and institution adminis-
trators on the effect of the projects on the development of
the institution, '

Based on our review many of the 14 evaluation reports
which were available for the 19 schools visited did not pro-
vide meaningful information on the success of the projacts




evaluated. 1In reviewing reports submitted in 1976 and
1977, for example, we noted the following:

~-Reports often failed to evaluate all title III
projects in which the institutions participated.
Frequently omitted were consortium projects in
which the institutions were members but did not
receive funds directly from title III. At least
twice, teams failed to evaluate directly funded
projects.

~-Reports listed activities conducted under each project
without showing how these activities had met objectives.
Thus, while the projects may have generated a great
deal of activity, there was no way to determine whether
they were successful.

~-There was no evaluation of the combined effect of the
various projects on the overall development of the
institutions. The evaluators did not attempt to meas-
ure the institutions' progress toward the "mainstream
of higher education."”

--Because teams normally spent 2-3 days at the institu-
tion they often relied heavily on information obtained
through interviews with institution officials and re-
views of internal reports. '

~-Teams did not evaluate the performance of assisting
agencies or suggest alternative approaches to obtainin
technical assistance.

-~The evaluators did not determine the adequacy of the
institution's controls over the disbursement of title
ITII funds.

Inadequate review and followup

Institutions normally submitted evaluatinn reports to
OE as required. However, OE officials told us that, prior to
1977, the review of external evaluations was a very informal
process. Each evaluation was reviewed by a project officer
who contacted the institution only when he identified ma jor
problems. There was no official review or followup process.
The Basic program institutions we visited had received no
feedback from OE on their submissions.
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In 1977, OE established a program unit to review Basic
program evaluations. This unit was responsible for reviewing
the external evaluations for each institution and reporting
to the appropriate OE project officer and the institution on
the results of the review.

In reviewing the evaluation process for 1977, we noted
the following problens:

~-The Evaluation Section had only two part-time reviewers
who were responsible for the evaluation reports of
more than 200 grantee institutions. Through August
1478, 203 grantees had submitted evaluation reports
to OE covering academic year 1976-77 projects; however,
OE staff had reviewed the reports of only 40 grantees.

~--There were no guidelines for the evaluation review
process.

=-In their written comments on the evaluation reports,
the reviewers did not discuss the degree to which the
institutions had met their objectives. The primary
concern was whether a good evaluation was pevicrmed.

--There were no procedures for followup on problems
noted during the evaluation review. This was left to
the discretion of the designated project officer. We
found no cases where any such followup had been done.

The creation of a special section to review Basic pro-

gram evaluations is a step in the right direction., However,
it does not appear that the current structure of OE's review

program participants.

ADVANCED PROGRAM EVALUATIONS

The evaluation procedures in the Advanced program were
considerably more complex than those of the Basic., Unlike the
single institutional evaluations made in the Basic program,
the Advanced program provided for evaluations on three distinct
levels. These were: (1) an annual external evaluation at
each institution, (2) a continuing analysis of performance
through evaluation reports submitted by the institutions, and
(3) an annual Advanced program impact study prepared by the
assisting agencies for the two.large technical assistance con-
sortia. '
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Annual external evaluations

LLike the Basic program, the Advanced program required
grantee institutions to provide for an annual external
evaluation of their title III projects. There were two
important differences in Advanced program requirements,
however:

—-There were no guidelines for conducting the evaluation
other than those outlined by the institution in its
approved operating plan.

--The institutions were not required to submit the ex-
ternal evaluation reports to OE (although a school
could do so voluntarily). -

OF officials told us they did not become involved in the
external evaluations because (1) the evaluations were intended
for use of the institutions and (2) the external evaluators
- might be more candid in their comments to institution adminis-
' trators when there was no requirement to provide a report to
OE.

At the Advanced program institutions we visited, the ex~-
ternal evaluations were performed in much the same manner as
those in the Basic program, and we noted similar problems of
(1) evaluators having vested interests and (2) incomplete
and inconclusive reporting.

Monitoring and evaluation reports

The primary method for evaluating project effectiveness
in the Advanced program was reviewing the periodic perform-
ance and evaluation reports submitted to OE by the institu-~
tions. Each Advanced program grantee is required to prepare
guarterly and annual schedules showing actual performance
against predetermined goals and objectives. These schedules
gave a detailed breakdown of the progress of each project
toward meeting the schools' goals.

The project reports were continually reviewed by the as-
sisting agencies for the two technical assistance consortia
in the Advanced program. The assisting agencies provided
the institutions and OE a written analysis of their review
of each submission. After reviewing the assisting agency
reports, OE might give individual schools its own analysis
of the progress being made.



In many ways, the schedules submitted by the schools
provided an excellent tool for evaluating institution per-
formance. One advantage was that OF was provided an up-to-
date overview of how an institution was progressing toward
the attainment of milestones and objectives in each project
funded. Another advantage was that it required the institu-
tions to constantly monitor their own performance.

We did note the following problems in using these sched-
ules as the primary mechanism for evaluating an institution's
project=z,

~=The reports were prepared by the institutions rather
than by an external evaluator. Thus, they actually
constituted an internal evaluation and might not have
been objective.

The analyses by the assisting agencies often were more
canCthad with how well reports were prepared than
with how the institutions were progressing towaréd their
goals and objectives. For example, we reviewed assist-
ing agency comments on the most recent annual submis-
sions for 77 of the 95 institutions in the 4-year
consortium (see p. 5) to determine how these schools
were progressing. In 39, or 51 percent, of these cases,
the assisting agency noted that it could not assess
the level of progress that had been made becsuse the
reports submitted were incomplete.

--0F provided very little review of the schedules and
assisting agency reports, scheduling only 1.1 staff
years for this purpose for the 144 institutions in the
Advanced program in 1977. OE normally adds no comments
to the assisting agency reports to the institutions.,

Annual impact study

The third type of evaluation performed in the Advanced
program was the annual impact study conducted by assisting
agencies. In 1976-77, this study consisted of an analysis
of information obtained from (1) two questionnaires sent to
all Advanced program institutions and (2) site visits to
17 institutions. The resulting report traces the overall
impact of title III funds in various high-priority areas
in the Advanced program as a whole.

The impact study report provided OE an overview of

Advanced program accomplishments and needs. The study did
not evaluate the progress made by individual institutions,
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since all information wr* :i:2ented on an aggregate basis.
Thus, the impict study e oot be used to chart the pro-
gress of individual ii L.+ Lions toward their long-range ob-
jectives.

SITE VISITS

Occasionally, OE conducted site visits to title III in-
stitutions. There were no formal procedures for selecting
institutions for visits, and the number of visits fluctuated
from year to year depending on the availability of staff
and travel funds. During the 1977-78 project year, QOE staff
made visits to 31 Basic program and 25 Advanced program in-
stitutions, or about 17 percent of all schools participating
in title III during this period-.

After each visit, OF staff prepared reports on their
findings and submitted coples to the institutions. 1In re-
viewing the reports prepared during 1977-78, we noted the
following shortcomings:

~~The participants in the visits did not give proper
coverage to the adequacy of the institutions' admin-
istration of grant funds. One reason for this was
that the reviews were conducted by personnel from
the title III program office without participation
of OE Grants Office officials who might be more fam-
iliar with financial requirements of grants.

~-=The information included in the wei ./¥ " wWas very
general and did not give an ‘apprul ... .-* how the
institutions were progressing tawaro tireir long-
range development objectives.

—-There was no followup by the OE staff on issues
identified during the site visits. 1In one instance,
for example, the individual performing the site vigit
recommended that a fiscal audit be conducted at the
institution before it received additional title III
grant awards. OE did not inform the institution of
this recommendation, however, and no fiscal audit
was made.

~-The site visit reports were often of little use in
evaluating the current state of progress at the in-
stitutions because they were untimely. In some cases,
the reports were written more than 4 months after
the completion of the site visits.
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In our lw/5 report, we concluded that OE evaluations
of the overall title III program's success have been largely
subjective and that OE needed to improve program monitoring
by developing and implementing a more viable site visitation
program.

OE agreed with our 1975 recommendation and told us that,
to the maximum extent possible, within its then current re-
source restraints, che site visitation program would be ex-
panded. During our most recent review, OE title III‘:program
officials told us that limited staff precluded the implemen-
tation of the type of site visitation program which they
agreed was needed in order to effectively monitor grantee pro-
gress. We found that, in May 1976, the title III program
had 27 professional staff onboard and that, as of May 1978,
it had 25 such staff. We believe that, if the title III pro-
gram is to adeguately monitor grantee use of title III funds,
HEW will have to provide additional staff or restructure the
implementation system of the program to enable present staff
to spend more time at the grantee level.

CONCLUSIONS

Objective and thorough evaluations of funded activities
should be a critical element in the administration of title
III grants by the participating institutions and OE. While
internal monitoring is important, it cannot replace the need
for external evaluations. Program decisionmakers need a
third-party appraisal of what has been accomplished and what
is still to be done.

OE had not implemented adequate procedures for conducting
external evaluations in the Basic program, and evaluations in
the Advanced program could also be improved. Evaluations were
often not objective, complete, or timely and did not provide
feedback on progress being made toward objectives. They were
of little use in administering title III grants and were
not used regularliy for this purpose by OE.

RECOMMENDATIONS TO THE SECRETARY OF HEW

We recommend that the Secretary of HEW direct the Com-
missioner of Education to provide title III grantees with more
specific guidelines on requirements for conducting program
evaluations. These guidelines should insure that

~-the evaluation will include an appraisal of the success
of each project funded under title III;
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~-an evaluation will be conducted at least annually
by qualified individuals with no vested interests
in the institution's program;

~-the evaluation will include a determination of <he
adequacy of (1) the institution's administraticn of
grant funds, including necessary monitoring, support
for expenditures, and prior authorizations for changes,
and (2) the performance of assisting agencies, includ-
ing services to be provided to specific institutions,
agreements with consultants, and assignment of per-—
sonnel to work with developing institutions (see ch.
4); and

~~the evaluation will provide an appraisal of the pro-
gress being made by the institution toward meeting
development goals.

After these improvements in the evaluation process
have been implemented, the Commissioner of Education should
be directed to design a better system for monitoring external
evaluation reports. This will reguire more feedback to the
institutions on the success of their programs and more
followuy on potential problem areas identified during the
evaluations. The Commissioner should also be directed to
improve the site visitation program for title III. This
should include the development of the following:

--Periodic coverage of all institutions receiving
grants. "High~risk grantees" (see p. 47) and schools
which have had previous problems in administering
grants should be the first schools visited.

~~Uniform guidelines for conducting site visits, includ-
ing determination of the adequacy of institutions'
financial operations under title III grants, to insure
comprehensive and uniform coverage at each location
visited.

~-p gtandardized reporting format to allow comparisons
of the performance of institutions.

-~ system for providing feedback to the institutions
and followup action on problems identified Aduring
the visits.
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HEW concurred with the need to improve the evaluation
f title III projects and said it was developing a monitor-
ing and evaluation instrument which will be operational be-
fore the next funding cycle. High-risk institutions will
be visited first. The practice of having assisting agen=
cies evaluate the success of programs at the colleges they
are serving, including impact studies, will be eliminated.
The application form will include a section providing sug-
gestions on effective evaluation procedures and reminding
applicants that a line item in the budget for evaluation must
be part of their overall budget.

= O

HEW also said that the reorganizatior of the Division
of Institutional Development will include a Program Evalua-
tion and Accountability Section, which wi.l be staffed by
qualified professiorals with the capability of monitoring
evaluation reports and providing immediate feedback to insti-
tutions of identified problem areas. Followup will be accom-
plished by systematic site visits; specific attention wil®
be paid to identified arcas of concern.

HEW concurred with the need to strengthen the site visi-
tation program and said that plans to implement a staff train-
ing program have commenced. A new manual will provide the
staff with uniform guidelines for conducting site visits, in-
cluding the determinations of the adequacy of the institu-
tion's financial operations under Federal grants; it should
be ready for field testing in the early spring of 1979.

Implementation of HEW's pr— osed actions should improve

the evaluations in the title IIi program. Because of CE's
failure to implement an adequate site visitation program
after our 1975 report, we attempted to follow up on specific
actions OFE plans to take concerning its reply to this report
in regard to an improved site visitation program. However,
OE could not respond to us in time for consideration in this
report.
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APPENDIX I APPENDIX I

Advanced institutional Provides 3- to 5-year grants to

development program-- developing institutions with the
potential for accelerated and com-
prehensive development towards
achieving both operational and
fiscal stability and participating
in the mainstream of American higher
education.

Assisting agency-- An institution of higher education or
an agency, organization, or business
entity which provides services to de-
veloping institutions under title III
grants.

Basic institutional A grant program for developing insti-

development program-- tutions that show a desire for and
a promise of institutional improvement
in order that they may more fully
participate in the higher education
community. It attempts to narrow the
gap between small, weak colleges and
st: nger institutions. Th- vrogram
provi 'ns l-year, forward-i~ %ad grants
fo s z2ific developmen® ¢ vities.

Bilateral arrangement-- An a:rangement between th. apg .icant
developing institution and assisti: -
agency under which the latter will
provide assistance and resources to
the developing institutions to carry
out activities such as the exchange
of faculty and students with other
institutions of higher education or
the introduction of new curricular
materials.

1/The above definitions were developed using various refer-

= ences such as title ITI ¢’ the Higher Education Act of
1965, as amended; title 1.1 prodgram regulations; OE pro-
gram memoranda; and other publications.
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APPENDIX I APPENDIX I

Consortliudm arrangement=- An arrangement among the
applicant developing insti-
_ation and at least two other
developing institutions which
provides for the exchange or
joint use of resources to
the mutual benefit of all
participants. Such a con-
sortium of developing insti-
tutions may also enter into
arrangements with assisting
agencies for the latter to
assist the developing insti-
tutions in carrying out grant
activities.

Continuation grant-- Grants awarded bhased on
successful performance
under initial 3- to
5-year Advanced program grants,
and whether continuation is in
the best interest of the

Cyordinating institution-- A developing institution which
iz the offigial recipient
of the title III grant under
consortium arranqgements and
therefor= functionally respon-
sible for the fiscal adminis-
tration of the funds.

Development officer Grants to train institution
training grant-- personnel in the area of
fundraising activities.

Funded participanit-- A developing institution which
receives title III funds
directly from OE.

Initial grant-- Advanced Institutional Develop-
ment Program grants which
are for 3- to 5-year periods.

Unfunded participant-—- A developing institution which
does not receive title III
funds, but which might receive
title III-funded services
through participation in work-
shops, seminars, etc., which are
conducted by assiting agencies.

~J]
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APPENDIX II

m

State

American Samoa

Alabama

Alaska

Arizona

Arkans

IJ
ko]

California

Colorado

Connecticut

Delaware

Florida

O

ERIC

Aruitoxt provided by Eic:

Alabama State University
Alexander City State Junior College
Brewer State Junior College
Huntingdon College

Lawson State Community College
Livingston University

L.B. Wallace State Junior College
Nakwood College

5.D. Bishop State Junior College
dthern Benedictine College
spring Hill Ccllege

5  iman College

allddpqa Cellege

“Fs.dun Jackson College

s Western College

20 ot Ganado

E Arizona Colleqge

Ma Qépa Technical College
Navajo Community College
Yavapai College

Arkansas Collnge
College of the Ozarks

John Erawﬂ HﬂiVet;ity

Phxliiéa Cnuntv Cﬁmmuﬁlty College
Southern Arkansas Community College

University of Arkansas, Pine RLuff

Imperial Valley College
Nairohi College, Inc.
Pacific College of Fresno
Southern California College

Fort Lewis Ccllege
Trinidad State Junior College
South Central Community Collegs

cal and Community
r

Florida A & M Univgrgity
Florida Memorial College

Amount
awarded

1,

140,000

500,000
100,000
175,000
100,000
350,000
174,900
200,000
002,600
400,000
200,000
150,000

,023,600

B90,000
150,000

275,000
200,000
240,000
200,000
350,000
176,000

250,000
200,000
100,000
425,000
250,000
150,0C0
900,000

100,000
100,900
100,000
125,000

250,009
175,100

350,000
100,000
266,300
400,000

675,000
550,000
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Hawallil

Illinois

Kentucky

Louisiana

Maryland
Michigan

Minnesota

O

ERIC

Aruitoxt provided by Eic:

r
Gafdmn Jun;af leleg
Paine College

sde College of Honolulu

7aciin e College

cey of Hawali,
aunity College

Honoliulu

Aurora College
City College of Chieago, Loop
plivet Nazacene College

Spertus College of Judaica
Indiana Institute of Technology
gakland City C llege

Briar Cliff College
K.rkwood Community College

aker University
ethany College
Bethel Colleg=
ponnelly College
Hesston College
Kansas Newman Colie=ge
Kansan Wesleyan College
McPharson 'nllege
Southwestern College
Sterling Coilege
Tahor College

o [y ]

m

Delgado Junior College

Southern University, New Orleans
Southern University, Shreveport
Saint Mary's Deminican College

E - Jollege
! lege

v ~tate College
L sity of Maryland,
Lastern Shore
Detroit Institute of Technology
Shaw College at Detroit
Suomi College

Metropolitan Stat:

77 - &§7

nior College

&
5

APPENDIX
Amount Years 1in
awarded  program

700,000 11
200,000 6
100,000 6
150,000 5
100,000 2
550,000 12
200,000 10
150,000 3
100,000 9
125,000 1
220,000 1
125,000 2
100,000 3
100,000 8
100,000 4
400,000 9
530,600 3
200,000 5
175,000 3
250,000 i2
150,000 4
322,200 4
225,000 a
100,000 6
200,000 5
200,000 6
125,000 1
125,000 2
100,000 7
175,000 5
100,000 1
125,000 7
550,000 7
425,000 5
100,000 4
150,000 3
175,000 4
600,000 12
500,000 11
500,000 7
550,000 7
100,000 7
150,000 P4
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Amount Years 1in
State Institution awarded  program
Mississippi Alcorn State University $ 600,000 11
Coahoma Junior College 325,000 B
Mississippi Valley State University 675,000 12
Utieca Junior College 300,000 11
Misgsouri Harris Teachers College 300,000 3
Montana carroll College 250,000 7
Flathead Valley Community College lgu.nod 2
Nevada College of Saint Mary 250,000 3
New Hampshire Notre Dame College 225,000 8
New Jersey 150,000 3
200,000 4
New Mexico 275,000 12
350,000 4
100,000 5
200,000 9
250,000 9
250,000 7
New York Boricua College 27,000 3
Medgar Fvers College 400,000 2
ia College 475, Dno 7
3
€
Flizabet> City State University 11
CGreenshoro Zollege 6
ingstoune College 932,600 12
smbroke State University 100,000 11
2guthwestern Technical Institute 135,089 2
Universitv of North Carolina, Lwye,C00 7
wWilminuton

Werven Wilson College 100,000 11
Wilsen County Technical Institute 200,000 6
Winston-Salem State University 700,000 12
Narth Dakota Bismarck Junior College 300,000 11
Jamestown College 250,000 12
Lake Region Junior College 175,000 5
Mary College 350,000 5

North Dakota University,
Bottineau Branch 250,000 5
vhio Findiay College 250,000 9
Mount Vernon Narzarene College 175,000 2
Rio Grande College 200,000 11
Urbana College 150,000 5
Nkluahioma Bacone College 150,000 2]
Cameron University 250,000 10
carl Albert Junior College 100,000 1
Jonnors S..ate College 150,000 7
Langston University 575,000 12
Saint Gregovy's College 100,000 10
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Amount Years in

State : Institution awarded  program
Oregon central Oregon community College s 100,000 6
' concordia College 150,000 5
George Fox College 100,000 11
Pennsylvania Alliance College 150,000 4
Cheyney State College 525,000 11
Messiah College 100,000 12
Puerto Rico payamon Central University 375,000 6

Bayamon Regional college, Hato Rey,

inter American University 100,000 3
catholic University of Puerto Rico 100,000 11
rolegio Univerzity del Turabo 150,000 1
College of Sacred Heart .40,000 2
Inter—American University, San Juan 250,000 3
puerte Rico Junior College 141,340 10
World University l1p0,000 4
South Carolina #llen University 400,000 12
claflin College - 450,000 12

Lander College 135,100 11—
Morris College 485,000 11
Newherry College 250,000 4
Tri=County Technical College 340,490 3
¢outh Dakota Blar': Hillz State College 550,000 5
pakota Wesleyan University 175,000 3
Huron College Z0u,00¢ 11
Northern State College 200,000 6
Tennsesss Knoxville Ceollege 1,030,600 v
Lane College 760,600 12
Lee College 100,000 3
LeMoyne—Owen Ccllege 550,000 12
Maryville College 25G, 00 12
Shelby State Community College 132,000 1
Trevecca lazarene (ollege 125,000 2
Tusculum - lleqge 550,000 10
Teras Bee County Jollege 132,000 1
Houston—Tillotson College £30,000 12
Incarnate Word Cc'lege 10,000 [
Jarvis Christian .ollege 565,000 11
Laredo Junior College 275,00C 9
Paul Quinn Caollege 460,000 11
gaint Philip's College 100,000 5
Wiley College 45 .,000 12
Utah College of Eastern Utah 100,000 7
Southern Utah State Colliege 100,000 8
vermcnt .. Lyndon State College 100,000 4
Windham Cellege 150,000 3
Virginia Averett College 1,500,000 2
paul D. Camp Community College 125,000 2
gaint Paul's College 450,000 11
Wytheville Ccommunity o1’ e 175,000 9

O
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State

Virgin Islands

Washinston

West Virginia

Wisconsin

Wyoming

Institation

A

College of Virgin Islands

Wenatchee Vailey College
vakima Valley College

Glenville State College

Morris Harvey College

potomac State College of West
virginia

*,uthern West Virginia Community
College, Logan

West Virginia Institute of

Technology

Alverno College
Lakeland College
Mount Senario College
Northland College

Eastern Wyoming College

APPENDIX

Amount
awarded

356,000

163,000
100,000
200,000

100,000
150,000

100,000
225,000
100,000
150,000

200,000
/5,000

100,000

Total $52,476,440
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APPENDIX III

T

ADVANCED PROGRAM INSTITUTION:

RECEIVING GRANTS FOR

ACAUEMIC YEAR 1977-78,

AND YEARS Iiv TITL: ITI

APPENDIX IIX

pevelopmert
aofficer Years in Years in
Initial Continuation training basie advanced
grant grant grant program  program
Alabama:
Alabama A&M University £ 37,000 8 3
Gadsden State Junior
College 30,200 4 4
John €. Calhoun State
Community College § 17,900 26,800 0 4
Miles College 315,500 9 2
Snead State Jjunior
College £1,000,000 1 1
Tuskegee Institute 500,000 27,000 B 5
Arkansas:
Ouachita Baptist
University 17,300 54,500 6 5
California:
“ompton Community
College 317,800 5 4
East Los Angeles
Community Callege 68,300 6 5
Lone Mountain College 58,500 0 2
Mount St. Mary's College 1,000,000 0 1
Colorado:
University of
Southern Caolorado 8,000 0 5
District of Columbia:
Trinity College 1,000,000 0 1
Florida:
Valencia Community College 30,000 0 2
¢ adwir
rurl College 30,400 6 4
LRy TaL
= 2,700,000 10 1
allege 46,700 74,000 7 4
Spelman College 274,500 1R ,000 7 5
Illinois:
Barat College 1,000,000 0 1
Central YMCA Community
Colleg: 41,500 4 4
Chieago State University 2,000,000 0 1)
Elgin Community College 1,000,000 a 1
Illinois Benedictine
Colluge 17,500 0 3
Mundelein Callege 30,000 1 2
Iowa:
Des Moines Area
Community College 314,000 29,600

Morningside College
Kentucky:

Lees Junior College

Thomzs More Colledqe
Louisiana:

Grambling State

Uriiversity

Maryland:

Bowie State College

27,500

(]
1
~

=3
L=
[=]

1,300,000

2,800,000

28,500

10 1
g Z
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Initial
Institution geant

Michigan:
Highland Park Community
College
Kalamazoo Valley
Community College
{Consortium)
Minnesota:
College of St. Benedict
st. Mary's Junior
College
Hississippi:
Mary Holmes College
Jackson State University
Rust College
Tougaloo College
Missouri:
Lincoln University
park College
Rockhurst College
New Jersev:
Bloomfield Colleqe
Mercer County Community
College
New York:
Canisius College
John Jay College of
criminal Justice
Long Island University,
Brooklyn Center
Marymount Manhattan
College 1,506,
North Carclina:
Elon College 2,000,000
Fayetteville 5' ite
University
Johnson C. Smith
University
North Carolina A&T State
University
5t. Augustine's College
Southeastern Community
College
Wesatern Carolina
University
North Dakota:
North Dakota 5ts
School of 5ci
Ohio:
Central State University
Wilberforce University
Wilmington College
Pannsylvania:
Lincoln University
South Carolina:
Baptist College of
Charleston
Benaedict College
Greenville Tech-
nical College
Spartanburg
Methodist College 1,000,000
Trident Technical
College
Voorheas ’~llege

53,000,000

]

0o

)

31,000,000

1,500,000

1,200,000

> ,600,000
2.200.070

Developmeént
officer
Continuation training
grant grant
5180,000 $ 19,500
190,000
61,500
132,600 35,300
35,700
170,000
297,000 50,500
49,000
32,000
130,000 102,000
200,000 60,000
51.200
25,CH70
40,000
20,000
65,020
257,000
50,000
37,600
20,000
111,000 40,000
33,500
85,000
480,000
174,000
179,000 50,000
82 .

9o

APPENDIX

I

Years in
advanced
program

Years in
basic
proqaram
2 4
2 1
2 4
2 5
6 5
] 5
8 4
10 b
g
k]
4
1 4
4 3
0 3
0 2
0 3
10 1
0 1
10 1
7 4
8 4
7 4
1 §
0 3
4 5
7 5
8 4
1 1
B 4
pJ 5
7 5
0 1
6 1
6 1
11 1
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pevelopment
aofficer Years in Years in
Initial Continuation training basic advanced
Institution grant grant grant program program

[
I

Tniversity $2,000,000
P .01t Hyothers
Colleg: 1,600,000
Fisk University
Lambuth College
Tennessee 5ta
UniversiiLy
Texas:
Bishop Cellege
(Consortium)
Bishop College
College of the Mainland
our Lady of the Lake
University of San
Antonia 1,500,000 1
prairie View ALM
University 53,500 f
St. Edward's University 2,000,000 3
Taxas College 20,000 9
Texas Southern
University
Wharton County Junior
College 1,300,000 g 1
Virginia:
Hampton Institute 20,000
J. Sargeant Reynolds
Community College 1,700,000
Norfalk State Cnllege 24,000
vVirginia State College 2,700,000
Vipginia Unien
Uriversity 307,000 51,000
Washingtor:
Seattle Central
Community College 94,000 49,100 L
West Virginia:
Alderson Broaddus .l
pavis and Elkins C . .e
Parkersburg Communit:
College 1,420,000
West Virginia State
College 2,000,000 10 1
West Virginia
Wesleyan College 28,000 3 3
Wisconsin:
Western Wisconsin
Technical Institute 1,400,000 1 1
Consortia:
Central YMCA Com-
munity College 460,500 0
Tuskegee Institute 832,500 1}

S

1,000,007

s
m
WP
bt T

51,000

I
(=1
Il

[0 ]
~d
[=RT]

-

==
[
D
o b

[T B

[
[y
I
(=]
par]
f=]
—
bl
pud
=1
=
o
-

[
I.-

=
YN
i

-
i

7]

24,500 8
32,000 1

M
e |
i

i
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APPENDIX 1V

g,

OFFICE OF THE SECRETARY

WwasHING oM Do 0o

Mr. Gregory 1. Ahart

Director

Human Resources Division

United States General
Accounting Office

Washington, D.C. 20548

"Dear Mr. Ahart:

=

DEPARTMENT OF HEALTH., EDUCATION, AND WELFARE

on your draft report entitled, "Office of Education's Strenglhening
Developing Institutions of Higher Education Progran: Lacks Direction."

The enclosed comments represent the tentative position of the
[ t

We appreciate the opportunity T <pmment on this draft report

before its publication.

Sincerely yours,

HSEN N S

o Geanerai

Enclosure

84 [§] 1

> reevaluation when the final version

121978

he Secretary asked that | respond to your request for our romments



APPENDIX IV APPENDIX IV

Comments of the Department of Health, Education and Welfare on the’
General Accounting Office Uraft of Pf‘PQSEd Report Entitled "Office

of Tducation's Strengthen1ﬁg Developing Institutions of Higher Educat1cn
Prggram Lacks D1rect1an

OVERVIEW

The Department of Health, Education and Welfare commends the General
Accounting Office for the time and effort taken in preparing this analysis
of the Title IIl (Strengthening Developing Institutions) Program.

We especially appreciate the fact that the Report will help us improve the
administration of this important program. )
The Report will be especially useful as we prepare new Proposed Title 111
Rules and in the reautharization of the Tegislation.

We wish also to report that improving the management of Title Il has been

a too priority of the Secretary and the Commissioner and moves already have
been made to strengthen the program in areas identified in your report.
Before responding to the specific recommendations in the Report, it is
important to clarify some perceptions about the program and its legislation
that appear in the text.

The General Accounting Office Report states that "the primary objectives of
Title 11l was to share the cost of cooperative arrangements between developing
institutions and other institutiors of higher education...” (see page 4). ke
believe this is a misinterpretation of the law. The primary objective of the
Title 111 program is to "strengther developing institutions." Cooperative
arrangements are but one of the methods authorized in the legislation to
achiave this gorl.

Similarly, the legislation does not imply that inctitutions "graduate” from
the program. The guestion of contin.ity in the program is not addressed in
the legislation. Thus, the Lepartment cannct concur with the recommendaticn
(page 26) that institutions must achieve & status of independence from the
program. T

The Secretary of Health, Educatinn und Welfzre has a general role to oversee
all programs within the domain of this agency. The Congress specifically
<irected the Commissioner of Education to administer the program (page 27).
In the following ccmments where we speak of the "new proposed regulation”,
they were published on November 2, 1978 for 2 &0-day public comment period.
And now we wish to comient on specific recomnendations.

We recomm 'd that “the Secretary of Health, Education and Welfare direct the
Commissioner of Education to modify exis ing or establish new eligibility
criteria that would take into considera 1Qn fhe 1ntEﬂt DF Ccng“ess 1n
continuing the program and that () will
by the Taw and any amendments thereto.

LEPARTMEANT COMHERT

We concur. The Commissioner moved to establish new eligibility criteria for
the Title LIl program which include new parameters for the identification of
developing institutions. (Subpart B - Section 169.12-18 of projposed
regulations),

85
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GAQ RECOMMENDATION 7 ,
hat the Secretary of Health, Education and Welfare direct the

to mogify existing or establish new eligibility
e into consideration the intent Of Congress_in_
nd that (2) can be used to_determine what these

ch developed status.

DEPARTMENT COMHENT

We concur. We ot not telieve that the Office of Education is at variance
with the congressional intent of the Title IIT Program. We do need to
sharpen eligibility requirements for program participation and this need
is addressed in the new proposed Title IIl Regulations.

0f some importance is the fact that the distinctisn between a Basic and
an Advanced Program has been removed. We plan to reestablish a single
program. Institutions will now identify their own state of development
and indicate the prograr.s) that will assist them to reach measurable
goals of developiment, (Section 169.18 of proposed requlations).

GAQ RECOMMERIATION 7
e recommend that the Secretary of dealth, Education and Welfare direct the

Commissioner t Stently apply those criteria in selecting institutions

for program partic
DEPARTMENT COMMENT

We concur. There are two sets of criteria in the new requlations -- one for
establishing eligibility as a developing institution (section 1€9.12 - 13

and one for evaluating applications (Sections 169.51 - 54;. Tnese criteriag
will be corsistently applied in selecting institutions for prograr perticipation.

GAQ RECOMMEDATIVN
We recommend that the SeCreta
issigne se_the refine

']4

I

which wool

DEPARTHE! T
We concur. to reorganize the [ivision of Institutional
Development and to establish a planned program of monitoring, grants administration
and technical review, and technical assistance activities. Thece changes, in
combination with the new Proposed Rules which clari-y eligibility 2w program
participation, and new funding criteria will make it possible for the '

O0f fice of Education to evaluate the various and complex stages of development

of funded institutions in a more consistent manner.

GAQ RECOMMENDATIQHN

The Secratary should direct the Commissioner to give special attention to
improving the field reader process by appropriately Screening field readers
to insure that they do not have conflicts of interest.

DEPARTMENT COMMENT
We concur. A number of significant changes have occurred 1n the grant awards
process =ince the FY 77 funding cycle. Reviewers, fcr instance, are selected

86 96
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for thelr ability to render expert judgements in the field(s) of thelr
expertise and according to established program standards and objective eriteria.
The Commisaioner has called for the development of a new slate of qualicy
panelists. The current plan is fo replace one-third of the readers on an

annual basis. 1In addition, several other features were introduced in the

FY 1978 evaluations:

(a) Each application for a Title III grant was reviewed by ar least two
non-Federal readers and these commentis were evaluated by program staff
for funding recommendations ;

(b) No person served as a reader who had within the past year been a
DID staff member or had line authority over a Title I1I preject;

(c) No application was subjected to the established program reviev procedures
more than once. Tthe exception to this requirement was limited entirely
to the improper constitution of a parel due to 3 conflict of interest,
or some other compelling reason;

(d) No application vas read by two reviewers who were from the sane
organization ur inscicution;

resided within the Stacte in which the applicant institution
é &

(e) no reader
locaze
(r) Qualified minurity and women Teviewers were included in the complement
of readers and were given an equitable opportunity co participate in
reviews,

sixtv~seven percent of the readers had been used in previous funding
5

1f o reviewer was unknowinglv furnished an appldcation with respect to which the
individual mav have a conflict of interest, special reviewing procedures would be

followed:

(1) The reviewer was informed that to protect himself and the Office of
fducation from allegations of conflict of interest or favoricism, he
must take individual responsibility for evaluating his own financial
interests or those of his family that Telate directly or imdirectly to
his duties onm the panel.

(3)  The reviewer was informed to absent himself from the panel meeting during
the discussion and review of any application with respect to which he has
a conflict of interest. The application and any information pertinent to
the review of the application, such as site visit reports and audit feports,
shall not be made available to the reviewer.

87 97
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GAO_RECOMMENDATLON .
We recommend that the Secrctary of HEW direct the Comnissioner of Edycation to
reaffirm the need to adnere to Title 11l program grantee seleccion procedures

vhich provide for consistent treatment of applications giving appropriate

conmgideration o Factors related to insticution cligibility.

DEPARTMENT COMMENT

We concur. This will be accomplished by applyimg the two sets of criteria

in the new regulations - ome for establishing eligibility as a developing
{nstitution (Sections 169.12 - 18) and one for evaluating applications
(Sections 169,51 — 54). These sharply defined paramerers will provide for
consistent treatment of applicatiocns and should result in grants belng awarded
to the most deserving institutions.

GAQ RECOMMLNDATION

The Secretary should direct the Commissioner to give special artention to
improving the field reader process by giving appropriate written clearance if
field readers vith possible conflicts of interest must be used. This practice

should be allcded only in rare

DEFPARTMENT COMMENT
We concur. The procedure used in fiscal year 1978 to insure chat field readers
did not have conflicts of interest, was as follows:

The prospective reviewers were required to submit 0E Farm 5249-1 ''Certification
of Absence of Conflict of Interest and Agreement on Scope of Work'' and

OE Form 5249-3 '"Technical and/or Professional Services Contractors (Field
Readers) Resume' prior to their use as panelists.

Unless approved in accordance with the provisions of HEW Crants Administration
Manual Part 11I, Section 2, no individual was appointed to serve as a reviever.
An individual was judged to have a conflice of interest if his/her ipnstitution
had a pending application in this year's competition, However, such persons
are allowed to serve as a reviewer if the Deputy Commissioner cercifies that
without such persen(s) it would nol be practical te constitute an adequa te
review (e.g. the only individual with specialized expertise in the field).
Justification to use such individuals was submitted in writing and approved

by the Commissioner of Education. This justification will be obtained whenever
an individual is judged to have a conflict of incerest.

GAO RECOMMENDATION
The Secretary should direct the Commissioner toc give s ecial atrention to

Improving the field reader process by providing appropriare guidance to
field readers sp that grearer reliance can be placed on their recommendation.

DEPARTMENT COMMERY

We concur. 7The Division of Institutional Development has devised a new and
thorough orientation program in which readers are carried through both weak
and strong sample applications for a critique and discussion. We have
further agreed that when a reviewver submits an imadequate evaluation, or when
the program staff determines that all evaluations are inadequate, the Bureau
of Higher and Continuing Education will reconvene additional panéls fo reread
the proposals.
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GAD_RECOMMENDAT ION
The Secretary shnuld direct the Commissioner of Education to QIQXLQE g;ag:gg

institutions with more SPECiflC guidance for the admini

funds. The guidance should include decailed instructions for:
== dgterminlng what types “of costs May be charged against Ticle III grants;
- maintaining financial records to support program_ expenditure 1ﬁc1udLng

payments to cunsultants and agsisting agency personnel assigned to

Title I11 prejects;
-- egstablishing, maintaining, and terminating relationships with assisting
a Et’lcles z

- feturnlng to the Treasury funds not cbligated by the end of the grant

period and funds which have been allowed ro sm_ufnulate at assisting
agencies; angi
== _gfov¥d7;gAé§E§ilEdAreppf;s te OFE on grant activicties.

(PARTMENT COMMENT

We concur, 7ihe Staff of the Division of Institutiopal Development will work
with the Grants and Procurement Management Division to develop policies which
address each of these issues no later than the spring of 1979. In addition,
the staff will utilize Title I11 Warkshops, Application Review sessions, and
inscitutional monitoring visits to refine che management of projects. It is
our intention to involve personnel from the Grants and Procurement Mapagement
Division to train Title III staff as well as accompany staff on site visits
to perfect a more effective administracion of Ticle III funds. 1Insticueions
which are identified with chronic management problems will be encouraged to
seek specific and expert assistance to effect & thorough reform of fiscal
management practices including those invelving student financial assistance
funds .

Finally, Workshops will stress the fiscal and administrative requiremencs
found in the Gereral Provisions (45 CFR, Part 100) which are also being
revised for greater clarification and effectiveness,

CAQ RECOMDIENDA

Addit;aﬂalL},gﬁE 7C§mm; sioner should reemphasize the need for identifying
potential problem institutions bEfoE‘gfaﬁts are awarded

DE PAR "“H E‘-IT COMMERNT

We concur. 7his will be accomplished with in=depth site visits before the

next funding cycle. These visits will include a careful review of an institutiods
performance under previously awarded Federal grants (Title III and other)-

OE's procedures for identifying and monitoring "high risk" grantees will be used
as the basis for providing such institutions with whatever assistance they nead

ir effecrively and efficiently using Federal funds.

GAO RECOMMENDATION
The Commissicdner should be lePctEd to strengthen post=-award moni toring

of the *inanclal activit of institutions (especially those idencified
lef 111 grsnts

as high risks) receiving T

\H \ \LI’\
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DEPARTMENT COMMENT i . s
We concur, This will be accomplished by the establishment of a systematic
5ite visitation program which includes the use of grants specialists to
review the procedures followed by selected "high risk" institutions in
adninistering program funds.

GAQ RECOMMENDATION , . ,
he SecreLary should also direct the Commissioner to jnp]

procedures for the proper res

ement existin

resolution 0f audit exceptions.

DEPARTMENT COMMENT ) , , 7
We concur, The Office of Education's Bureau of Higher and Continuing Education
has moved to process audit exceptions in a timely manner, At the present time
there are no outstanding audits in the Bureau.

In addition. the Secretary, by memorandum of November 6, 1978 to the Heads of
all of the Department's principal operating components (POCs),directed that

LV

priority attention be given to the resolution of audit findings and the recovery

of disallowed funds. The Inspector General will continue to review and provide

Departmental oversight of the POCs' action on audit recommendations, including

their resolution and implementation, and report o the Secretary quartérly on the
effectiveness of such actions. The Assistant Secratary for Management and Budget

will report to the Secretary quarterly, using the accounting system he is
establishing with the POCs, on actual collections of audited funds disailowed,
and will also include this activity in HEW's Department-wide efforts to reduce
fraud, abuse, and waste.

GAD_RECOMIMENUATION
Tr addition, the HiW audit agency should schedule augits of each assistine
3gency which receives substantial Federal support to determine whether the
are adhering to the (enera Provisions for Programs, Administrative and Fiscal
Reguirements 4% CFR, Part 100) and HEW requlationy for the 1itle 111 program.

DEPARTMENT COMMENT )
We concur. Appropriate review work is needed at selected assisting agencies.
The Grants and Procurement Management Division within the Office of Education
will schedule suct =eviews of each assisting agency which receives substantial
Federal support under Title I1II. These will be completed before the next

funding cycle. The HEW Audit Agency--based on the results of these programmacic

reviews--will consider the necessity of possibly expanding its audits of
Developing Institutions to include the activities of selected aSsisting
agencies,

GAO RECOMMENDATION

We_recommend that the Secretary of HEW direct the Commissioner of Education

to require each iﬂéiitutign;pfévideé'Tit}e'III,asgfstaﬁéa,tafﬂesélﬂg a
comprehensive development plan. " R '

DEPARTMENT COMMENT ,

Ve concur. Potential grantees will be required to refine their institutional
mission and goals and to develop a long-rande comprehensive development plan
for achieving the institution's academic goals and strengthening {ts management

: N

or both. Inatitutional planning is a prerequisite before funds are allotted for

program activities, (Sections 169.51-54 of propased regulations).

GAD RECOMMENDATION
> recommend_that the Secretary of HEW direct the Commissioper @

90
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to insure that projects funded at individual institutions are necessary,
compatible, and consistent with Tong-range development goals.

DEPARTMENT COMMENT :

We concur. 1In the proposed Rules, applicents are required to examine the status
of the institution's administrative structure, curriculum, student services,
administrative personnel, instructional personnel and financial position to
identify areas of the greatest need, From this analysis or self-assessment, the
institution must propose individual programs that will be necessary, compatible
and %o?sistent with long-range development goals that address the described
need(s).

GAO_RECOMMENDATION 7
We recommend that the Secretary of HEW direct tie Commissioner of Education to
evaluate the role of assisting agencies used 1in the Title III program.

DEPARTMENT COMMENT

We concur. This will be accomplished by (1) audits to be conducted by the Grants
and Procurement Management Division and (2) in-depth site visits of assisting
agencies and the colleges they are serving by OF chosen evaluators. A specific
plan for these visits will be dev:loped and the visits will be completed before
the next funding cycle.

GAO RECOMMENDATION

We recommend that the Secretary of HEW direct the Commissioner of Educatijon to

enforce stricter controls over the use of assisting agencies under Tit]e IIr

grants. Greater use of competitive celections of agencies should be encouraged.
The services to be provided to the institutions should be clearly defined in a
formal agreement Showing how the services will move the_school toward the main-
Stream and final payments to the agency should be made only after the agreed
dpon services have been provided. Coordinating institutions should reguire
4S575ting agencies to submit periodic reports describing the services they have
provided and these reports should be available to OE for review.

DEPARTHENT COMHENT

We concur. A special section in the Title III application will require the
applicant to spell out the necessity for the competitive selection of agencies;
formal agreement for the services to be provided; payment schedule; periodic
reports describing services rendered to coordinating institutions and OE; the
need for the coordinating institution to monitor participating institutions

to make certain assisting agencies are delivering agreed upon services.

(This will also be monitored by OE.)

GA0 RECOMMENDATION

We recommend that the Secretary of MEW direct the Commissioner of Education to
provide Title TII grantees with more specific guidelines on requirements for )
conducting program evaluations. These guidelines should insure that:

-~ the evaluation will include an appraisal of the success of each project
funded under Title ITI, - o T

-- an evaluation will be conducted on at least an annual basis by qualified
individuals with no vested interests in the institution’s program, o

-- the evaluation will include a determination of the adegquacy of the

inSﬁiiuﬁ'aﬁ1§A§dm’nistfa;icnfgf<gfahtffunds‘iﬁg1udin§';ggessary monitoring,

support for expenditures, and prior authorizations for changes; and the

erformance of assisting agencies including service &
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specific institutions, agreements with consultants, and assignment of
personnel to work with developing institutions.

-~ the evaluation wil] provide an appraisal of the progress being made by the
Tnstitution toward meeting development goals.

DEPARTMENT COMMENT ) ,
We concur. A monitoring plan and an evaluation instrument is being developed
which will be operational before the next funding cycle. High risk institutions
will be visited first. The practice of having assisting agencies evaluate the
success of programs at the colleges they are serving, including "impact" studies,
will be eliminated. The application form will include a section providing
suggestions on effective evaluation procedures and reminding applicants that a
Tine item in the budget for evaluation must be part of their over-all budget.

GAQ RECOMMENDATION

The Commissioner of Education should be directed to design a better system for
monitoring external evaluation reports. This will require more feedback to the
pstitutions on the success of their programs and more follow-up on potential

problem areas identified during the evaluacions.

DEPARTMENT COMMENT

We concur. 1This will be accomplished in the reorganization of the Division of
Institutional Development. A "Program Evaluation and Accountability Section”
will be staffed by qualified professionals with the capability of monitoring
evalyation reparts and providing immediate feedback to institutions of identified
problem areas. Follow-up wil)l be accomplished by systematic site visits, with
specific attention paid to identified areas of concern.

GAD RECOMMEWDATION

for Title II1. This should include the development of the following:

-~  Periodic coverage of al) institutions receiving grants. '"High-risk grantees"

and _schools which have had previous problems in administering grants should
be the first schools visited., ) ' - o
-~ Uniform guidelines for conducting site visits, including determination of
the adequacy of institutions’ financial operations under Titie III grants,
1o insure comprehensive and uniform coverage at each Jocation visited.
- A’;téﬁdardizéd reporting format to allow comparisons of the performance of

Trstitutions.
-~ A_system for providing feedback to the institutions and follow-up action on
problems identified during the visits. e

DEPARTMENT COMMENT

We concur. A systematic monitoring plan is being developed and staff training
has already commenced. "High-risk grantees" and schools which have had previous
problems in administering drants will be priority targets for site visits.
Further, a manual which will provide the staff with uniform guidelines for
conducting site visits, including the determination of the adequacy of the
institution's financial operations under Federal grants, is being developed

and should be ready for field testing in the early spring of 1979.

102

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

APPENDIX IV

The Of fice of
format to all

the ablility to facter (nto the tormit the unljusdes: o s
and the myriad of activities supported under the arg
g ore

{mportant to
institutions;
considerably

Education ts Jdlready ar work o0 aleve

ow compdrisuns of perrormanees o Tunde

point out that there 1w ne o

rather, vach institucicn addres-vs specttl.

and depend upon o large number o

funds, and stage of development.

Finally, as puvinted vut previogsls, o syvatem go
lnstitution and tollow-up action on identificd prablems 1s being developed o

pars of the entlre monirerine ptooen e vt g

NI

HN I (XS & S S I

provide timely feedback

APDENDLY IV

Stamdandr cod o reporting
instirattens, This requires
1 G deve lopiny iascitution
o Trtie LD fUods
S oas bivitles it Al fanded
Ned= that vatey

Soam resources, poroaennel,

to the
% 4

GAO note: Page references in this appendix refer to a draft

report, which may differ £

om this report.



APPENDIX V APPENDIX V

THURSDAY, NOVEMBER 2, 1978
PART Il

DEPARTMENT OF
HEALTH,
EDUCATION,
AND WELFARE
Office of Education

STRENGTHENING
DEVELOPING
INSTITUTIONS PROGRAM

94 | 10,1




Q

ERIC

Aruitoxt provided by Eic:

P
o
""l:l

PENDIX V

51280,

[4110-02-M)
VQE?;AHTMEHT OF HEALTH,
EDUCATION, AND WELFARE
Offize af Educatlon
[43 CFR Fart 149]

STRINOTHINING DEVELOPING INSTITUTIONS
PRGORAM

AGENCY: Office of Education, HEW,

ACTION: Notice of proposed rulemak-
ing.
SUMMARY: The Comlissloner of Edu-
eatlon proposes to amend the regula-
tlons for the strengthening developing
institutions program, title III of the
Higher Fducation Act, The amend-
menta reflect new poliey that will im-
prove the administration of the pro-
gram. The regulations establish the
rules under which the Commissloner
of Education (1) determines whether
an institution of higher education
gualifies ns a developlng Institutlon,
and (2) selects those developing Instl-
tutlons that will be awarded title III
assistance In a partieular flscal year.
DATES: Comments must be recelved
on or before January 2, 1979, Publle
henrings will be held in Washington,
D.C.. on November 27, 1978, Bronx,
N.¥., on November 30, 1978; New Or.
lem; La. on December 4, 1978 E
Paao, Tex,, on December 8, 1078, Los
Angeies, C‘a.lu‘ on December 11, 1978;
and 8t. Louls, Mo., on December 16,
14%78; all beginning at 10 a.m.
ADDRESSES: Public hearings will be
held in the following locationa:
November 37, 1678—Washington. D.C., Unl-
versity of 3 lumbia, Van
Piesa Campus, Euildmj 9-A05, 4200 Con-
mecticut Avenue HW, Contact: My, Emily
Chialey, telephone 301-28 24
HNovember 30, 1978—Bronx, N.
veralty of New York, Hostoa
College, 475 Orand Concourss; Contact:
Mr, Wiley Edgecumbs, telephone 113-860-
1008,
December 4, 1978—New Orleans, LA, Xavier
University, Btudent Center. Cold Room,

7335 Palmetto Street. Contact: Mr, Milton
1 ., telephone S04-4B8-T41l, €x-

wenajon 373,

Decernber 6, 1978—X1 Paso, Tex.. Fl Paan
Eommunlty College, Gymnasium, 8801
Dyer Btreet, Contact: Mr. Philllp Welch,

2180.

. s—Loa Angeles, Calif,
naun fgint Mary's Collexe, Chalon
Campus, 13001 Chalon Road, Coniact:
glter Adrian Clalre, teléphone 313476
23237, extension 397,

Dectmber 18, 1978—8t. Louls, Mo., Harrls
Biows Colisge, Reom 311, 3928 ‘Lacleda
Bireet : Mr3. Mury E. Jones, tele-
phobe 214-533-3368.

Comments should be addressed to: Dr.

‘Apita P, Allen, Division of Institution:

2l Development. (Room 3058, Reglonal

Offics Building 3), 400 Mary

- Avenue BW. Washington. D.C. 20202

PROPOSED RULES

Comments reeelved will be avallable
for inspectlon at thls same address be-
tween the hours of 8:30 am. and 4
p.m.. Monday through Friday, execept
Federal holidays,
FOR FURTHER INFORMATION
CONTACT:
Dr. Anlta F. Allen, telephone 202-
245-0754,
SUPPLEMENTARY INFORMATION:
BACKOROUND

Under title I11 of the Higher Educa-
tion Act of 1885, the Commissloner of
Education asslsts developing Institu-
tions of higher education to strength-
en thelr academic quality and adminia-
trative ecapacity, The satrengthening
develgping institutlons prograum has
been funded slnce flacal vear 1966,

HigHLIGHTS

These proposed regulations eaplaln

the purpose of the program and d
scribe the characteristics the Comm
sloner looks lor [0 determining whetl
er an Institution of higher education
should be clasalfjed as developing.

Bome of the eligibility characterls-
tles which the Commissloner considers
are ag follows:

1. Whether an applicant inatitution
has the deaire and potential (o make &
speclal eontribution to the higher edu-
catiopal resources of the Natlon and
whether it ls making 8 reasonable
effort to meet that objective,

3, Whether an applicant has taken
steps to ensure its survival, If there 1s
evidence of ctrialn conditlons that
might be regarded {mpediments to
an [nstitution's survival, the institu-
tion explains what It has done to lm-
prove those conditions.

The regulations describe In detail
thé types of awards that the Commis-
sloner mekes: Cooperative wTange-
ment grants, natlonal teaching fellow-
shipa, and professors emeritus granta.

There are two types of cooperative
wrrangeménts—bliateral and consor-
tlum. The regulations describs condi-
tiona that participants In & congortium
must meet, They explain how the du-
ration of cooperktive srrangement
grants may vary from 1 to b years, de-
pending on the type of activity for
which an applicant requests Federal
asalstance. .

The regulations apecify: (a) Activi-
ties for which an Insatitution may re-
quest Pederal funds;

{b) Priorities of the program; and

(¢) Costa to which the inatitution
may spply title (I aagistance,

EL.ecTION

The regulations also describe the
methods the Commlissioner applles ln
determining whether a devel .
stitution should receive Federal {insn-

APPENDIX V

¢lal mssistance, The fact Lhat an Instl-
tutlon s classifled as developlng does
not automatically entitle It to asslst-
ance,

The regulations deserlbe how suc-
cessful applicants are selected for
awards by:

Explaining the Commissloner's use
of review panels to examine applica-
tlons and recommend ratings to the
Commlssioner;

Listing application review eriterla
and indieating the maxlmum number
of points that may be awarded for
each criterion, accordlng to the rela-
tive Importaneé of that criterion as de-
termined by the Commissloner;

Describing how certaln applicants
are selected lof further conslderation

" Listing sdditional “criteria, with re-
gpective maximum points, in rating
those applieants’ relationship to pro-
gram priorities; and

Deseribing methods for overall rank-
Ing and final selection.

CHANGES

These proposed régulationa Intro-
duce certain changes from previous
regul ns gaverning this program,

In specifying the characteristics the
Commlssioner logks for to determine

hether an institution of higher edu-
cation should be classified as develop-
g, the proposed regulations include
twn quantitative eriteria on which an
spplicant Institution Is ranked:

(a) Average educational and Eenera.‘l
(E&G) expenditures per f{ull-time-
equivalent (FTE) studen d

() Average baslc education apportus
nity gri BEOG) award per FTE un-
dargraduate atudent.

In another change, the propased,
regulations require an institution seek-
ing designstion to demonatraie that it
s making & constructive effort to
strengthen itself.

These proposed regulations eatab-

lished s single program—rather thian
the previous two separite Drograms—
under title III. The single program
concept recognizes the Infinite variety
to strengths and weaknesses of institu-
tlons. Thus, ésch applicant may re-
queat funds bassd on its respective
pneedi. The fotus of the activitles Jor
which an applicant seeks Federal fi-
nancial assjftancs determines the size
and duratipn of the grant for which
the Commias{oner may consider that
applicant.

The usé of welghted selection crite-
ria and specification of how applica-
tlens will be ranked &5 new in these
reguiations, This will permit more ob-
jective grantes selection, The pro-
posed regulstions identlfy the factors
used in evalusting the quality of each
application and establlsh the maxi-
mum numbar of points that the Com-
missioner may award each factor. By
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providing greatsr welghts for higher
priority purposes, the proposed reguls-
tions will aleo otirage an spplicant
inatitution to focus en the achleve-
ment of progrum goals,

Gther than an sulsting agency or in-
stitution, each insittution participat-
ing as an apblicant in s consertium
under this prograrm must be a develop-
ing Institution 21 defined in these red-
ulations, 7

In the section on funding limita-
tlons, the proposed regulstions ad-
dress the relstlonahip between title 111
funding and policies related to the
decree In the Adamu v, Califano case,
not previously sddressed by regula-
tlona.

Dated: August 28, 1978,

Jorn ELLIS,
Acting U.5 Commlissioner
af Educalion.

Approved: October 18, 1978.
JoserH A. CALIFANG, Jr.
Secretary of Health, Educalion,
and Wellare

(Catalog of Pedera] Domestle Asalstasics Ha.
:E;ﬁ . Btrengthening Developing Institu-
tians.) :

Part 180 of title 45 of the Code of
Federa! Regulations s amended to
read as followa:

FARY 169—STRENGTHENING DEVILOMNG

Bre.

169.2 Definitiona , .

1893 Alloation of funds betwssn 2-yeAr
anud d-year nstitutions.

1804 Funding limitallons.

140.11 Creneral rules
189.13 Designation s £ developing lnstitu.
189,13 Eligihle institutlons of higher edu-
180.14 Lagal authorization for edueailon
199.18 Ascreditation statul
189.18 . Pive-yiar requirement
199.17 Btruzsiing for survival and lolated
from the maln currents of scademic We.
109,18 Derire. potential, and Tessomable
effort.
fulpint C=Typan of Amards

160.13 Mationa) tekching fellowship grasl.
183.5% Frofesiors smeriivs grant.
Cospereivs Arasgeent -

189.51 Allowibls activities.

189.33 Allowible coata.

169.33 Durntion of cooperative arranke
ment grants.

FPROPOSED RULES

Lolppurt §=—Appheaticn Fraorthurts

180.41 Bubmladen of spplleations.

188.51 Introduetion,

169.57 Applieation review eriteria andd use

of review panels,

120.5% Aatlng for program prioritlea.

189.84 Overall ranking &nd selention.

AvrRonrTy: See, 301-308 of {itle 1110l ihe
Higher Education Act of 1965, s amendid
(30 U.3C. 1081-1068), unless otheryite
poted.
§lﬁ]if Progrem and regulatioh puspouc

(a) Under the authority of title 111
of the Higher Educstion Act of 1945,
the Commlmsioner asshts selevied
higher education instiputlons Lo
strengthen thelr academic Quality. sd-
minlstrative capacity, and student get-
vices. These nstitutlons are called de-
veloping institutions: ’

(1) They are struggling for surviyal,

(2) They are isolated from the maln
currents of academle life,

(3} They possesa the desre and po-
tentinl to make a subgtantis) aod die-
tinctive contritiution, fo £he himber
educational resources of the Natlon,

(4) They are distinguished frot
other inatitutiona of higher education
by serving a slgnificant number of eco-
nomically deprived students- )

¢5) They are making & reasonable
effort to lmprove the quality of Thelr
progran. ) )

(b) The purpose of the title I[X px-
gatange Is to further strengihen the
capicity of the Inatitutions to ke a
substantisl contribution to Amerign
higher education by improving thein:

(1) Academle program, ,

(2 Adminjstrative and mapagernent
eapability,

(3) Student servicea, and

(4) Fiscal stabllity. )

{c} The purpose of thess refulations
is to establish the rules under which
the Commissioner determines whether
an institution of higher educapon
gualifies a3 an eligible developlng in-
stitution and selects those developlng
institutions that will be awarded tle
[IT masistance in a particulsr fical
year.

(20 0 1.0, 1051, &t meq.)

§160.2 Definltiona

As used In this regulation:

“Academic year” means the period
of the annual instructionsl sestion of
an institution eof higher #ducktion,
suzh a8 two semesters, throe Quasiers,
or two trimestera. , )

vAet" mesns the Higher Eduexion
Act of 1945, os ameznded.

sApplicant” means an inxtitution of
higher education that applies for &
slstance under title II1.

APPENDIX V

51261
»Commissioner” meam the U.B
Commisrioner of Edueation or his des-

fgraee.

»Institution of higher educatlon”
means an edueational institutfon aa
defined In section 1301(n) of the Act.

+*Public,” as used to describe an Inati:
tuclon of higher #ducation, means
under the control of & State or local’
governmental body. 7

+Htate” means any one of the Blates
in the Ualen, the Oummonwealth of
Puerto Rico, the District of Columabis,
Guam, American Samod, the Virgis Is-
lands, the Trust Territory of the Fa-
clfic Islands, and the Government of
the Northern Marfaps Ialands

(10 U.B.C. 1141(b%)

= Title 111" means the strengthening
developing institutlphy program as ail-
thorized under title K11 of the Act.

(10 U.B.C. 1051-1056.)

§168.3 Allocstion of fads between I-yeor
and 4-yeor institutions.

The Commisdoney wioestss 76 pen
bechelor's degroes siid ¥ percent'to
Junlor and community collefros
(10 U.A.C. 1061BY,)

§189.4 Funding Dmitations

¢aX1) Ne funds may be used under
this part for activities that are IncoD-
gistent with the purpose of moving the
grantee institution into the-main cur:
rents of nesdemic Lte. L

(2) The Comimiopier considers wny
activity thet fmpedes the elimination
of, or establizhes segregated attend-
ance patterns At that instituilon as o
consiatent with the burpose stated in
sybparagraph (1),

¢b) No funds may be used for actlvi
{lea, such s currfculum developrment
or fmculty fmbrovepient, that are in-
conuiatent with s State plan for higher
education applicable to that Wity
tlon. !

¢c) Each developing institution re-
cefving & titie IIT grant shall aesure
that sny activity funded under title
11X will not: ' ="

€1) Establlzh, Incréust, or Impede the
slimination of sefroghted attendurmy
paiterns at ihat imtltutlon. e¢ ~ * 77

¢1) Be Inconsistent with & ate plas
1or higher education spplicabie to thet
in&titution, ) '

{70 U.8.C. 1081-1088.)

$169.5 General provisions regulations,
Asalstance provided under this part
1 subject to applicsbls provislons con-
talned In subchapter A of this chapisr
{relating to flsckl, admintstrative and
other matters, excedt for the fundiag
criteria).
(30 U.8.C. 1081-1088,)
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Sobpart —Ciharla for Dualgnalich =i o
Pavainplng inattotien
§1MI1 Geseral rules.

(&) To bn conaldared for funding
mﬂsﬁmﬁimmm of nigher
silaations must be decignated by the
Cammiaioner M a “daveloping toatitu-
thon.”

(b) An inatitution that I not desig-
mated sa & developing institution Lz not
sligible for title 111 amixtance but may

reapply for deaignation as & develop-
kll Inatitution In & subsequent year.

() An atitution ahall gubmit & re--

quest for designation s s developing
hmtitution brior to submmbsdon of an
spplicaticn for funding under ttle X1
Effectiva with application for ilmesl
year 1930 funda, tha Institution shall
subwit 5 Teguest at loast 8 weeks

ton's -apuﬂaﬂm The Commissioner
decldes whether to fund a daveloping
rstitution's ppplication for title 111 as-

giatance on the of procedures ;e:

out In Subpart F, "CGrantee Selection.”
(e) The Commisaloner reviews the

status of an lnatitution as a developing

institugion before awarding any title,

III funds to the institution and natl-
flex the Institution of the determina-
tion.

If the Commigajoner determines thst
the institutlon ls not a developing In-
stitution haaed on the eriteria In this
subpart, the Commissioner notiffes
the institution of the basis for the de-
termination.

(20 T.A.C. 1061, 1052)
§ 188,12 Desigeation as 8 developing haail-
tation.

The Commisajoner designates an In-
stitution as o developing institution if
it meets each of the following eriteria.

{a) First an Institution must:

(1) Be an eligible institution of
higher education (§ 189.13);

(2) Provide an educational program
authorized by the State in which 1t (s
locatad (5 160,14);

(1) Have achieved appropriste ac-
ereditation status (§ 169.15); and :

{4) Have met the requirements of

peragradba (2) and (3) for § consesy-.

tive yeurs, including the year In which
the ingtitution seeks designation as a
- developing mmuqn. unless the
Commissloper has accorded (& 8 walver

speakioe people. (f lﬁ 1®

(b} Becond. an Institution must docy-
ment that, for financial or other rea-
sona, i s strugeling for survival. and it
muat ahow that it has taken dellberats
and copstructive steps over the past

FROPOSED RULES

years Lo sirengthen (ts flscal status,
(416917

{e) Third, an institution must dem-
angtrate thit i 1s out of the maln cur.
yents Of scademic life by resson of
merving & siudent body with A particu-
larly high percentage of studenis who
are economically deprived. (§100.17)

(d) Fourth, an inatitution must have
the demire and potential to mike & sub-
stantial and distinctive eontribution to
the higher educational resources of
the Nallon. The Institution's misslon
aid goala must clesrly reflect that
deilre. The institution must alss be
maklng s resonable effort to mest ity
missiors and mccomplish ita  goals
through activitles carrled out over the
past 3 years to improve the guality of:
€1) Ita Inatructlon, (1) Its mansgement
and adminkctration, (3) 1ta lnatrue-
tional and administrative staffs, and
(4) 1ts mtudent services, (3 160.18)

(3 UB.C 1061, 1062)

§169.3 Elifible insthiotlons of higher
sdaeation

(&) T'0 be deslgnated 2a & developlng
inatitution, an institution must be an
institutiony of higher education that:

{1)Awards s bachelor's degre€; or

(23 I= & junior or comminity callegs,
as dellned (n section 302 of the Act

(b} To be designated as & developing
institution, & branch eampus of A unk
versity or college must be & separate
irstitution of higher education and be
Independent from,the maln cumpud
branch campus must hive me-
ereclitation status, budgei control, and
hiring authority all aeparate from the
muln cAmpua,

(20 g8.C 1053aN1.)

§169.14 Leml sathorimtion for education
Em
To be cleﬂm&:ﬂ asz & developlng In-
stitutlen, the institution must provide
an educitional program that s legally
authorized by ihe Btate in whichi it 1s
located.

€20 TJA.C. LofHAK 1L}

E169.15 Agcreditation status.

(&) T'c be designated as a dveloping
fmstitution the institution must be
elther:

(1) Aceredited a8 & bachelor's degree:
granting institution or as & Junler or
commiinity collegé by & nationally res-
ognized accrediting agency or aspoch
ation; or (2) Determinad by the sppro-
Drists accrediting agenhey or amsoci
atlor £to b making ressopabls pro-
rema toward socreditation.

(63 1610 Institution that & & junior
or community college has changed to
orf merged with & bachelors degree-
granting institution. the {nxtitution
miust e Accredited or be making rea-
sonable profress towards acereditation
in its new atatus.

APPENDIX V

(28 UB.C. 1082 (a) (11.)

816914 Fle-year tequirement

(8} To be designated na & developing
inatitution, am stintion muet have |
met the réguirenonts of §§ 168.14 and
160.1%, except sa provided in pars-
graph (b), for § consecutive scadenlo
years, iwluding the soademle year in
which the institution ageks defigns-
tion as a developing mstitation.

(20 U.8,C. LO3HAHINC))

(b) The Commizsioner may walve all
or part of the b-year requirement of
paragraph (A) in the fnun-mg elnmm
stances: (1) If the ey detar-
mines that the gramting of & wWafrer
for an matitution will incresse higher
edueational eppartunities for Indiuna,
the Commissioner may walve the 6
year requirement for an’ inatitution
that is located on or peaf Ao Indian
reservatlon or near a substantial popu-
Iation of Indians; and (2) If ths Com-
missioner detérmines that the grant-
ing of & walver for en Lnstitution will
sustantially increass higher education-
sl opportunities for Bpanah-speaking
people, the Commisxdoner may wilve 3
years of the 5:year requirement. (c) To
apply for a walver under either para-
graph (bX1) or (bXZ), an Institution
shall request and justify the granting
of the walver,

(20 U.AC. 1052(a%2).)

§10.17 Btrugyling for sarvival amd holst-
ed from the maln aurents of seadesde
e,

(a) The Commissioner groups loatd-
tutions applying for designation ax de-
veloping institutions aa follows (1)
Public bachelor;s degree-granting, (1)
publie funlor or community college, (!)
Private bachelors degreegradiing,
I.nd {4) privats junior or mumtr

(b) Ta be deaignated ax a developing
institution, the Institotion, must be
struggling for survival for financial or
other reasons and be Bsolated from the
maln currents of asademic lfe In ad-
dition, the Institution must be making
s conatructive effort to epmure that it
will eontinue to survive,

(¢) To assist In determining wheéther
an institution 18, in fact, struggling
and olated, the Commisgioner ssarda
points to the m for its nm
sducitional and general (RAQ)

penditures per mnam unlﬂknt
(PTE) stodent - snd for ‘W8 average

busle educstioral opportiafy wrwt
(Bﬂ?ﬂ) award per FIE underivsd-
nate student.

(1) The Commisstoner amilana points
to the lhostitution—on a scale of 0=
100—on the banis of Hs aversge &G
expenditure per FTE studant. The
pointa awarded reflect the institution’a
position on tha percentila acais when
compared to the student expenditures
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of all other similar Institutions. For
example, £n Institution that 1 eitl:
mated to be In the DBth pereentile
when compared to other colleges (&
high per-student expsnditure) receivea
terg points, while an instltution esti-
mated to be In the second percentlle(a
low per student expenditure) recelved
§8 pointa, (8e« the [llustrative ehart In
subparsgraph (3).)

(1) The Commlssionier Also asslgms
polnts to the institution on s acile of
0-200--on the basls of the wvarsge
BEOG awaid_per PTE upndergradunts
utudmt, The pointa awardad will be
lnjﬂtum:n‘: percentile
ranking l,m compared (o ai} other
jimilar institotions. For exsmple, sn
ingtitution thai s estimated to he m

AGOG.
sward per student) peroestils received

164 points, while an institution estl:
mated to be in the third percentils (a
smal: BEOQ award Der studepl) re-
cejves six pointa, (Elee the chart [n sub-
paragraph (3)).

¢3) The following chart {lustrates
how the polnts for these factors are
arplgned:

PornT ByYsaTos roR [NsTrTUTIoNAL
CRARACTERINTICSE

Parsmtile nak: v IAG  Averans BEOCH
aEpenditifes  tward {of FTE
per FFTR abiier  Emdergriduils

iknt

0 %0

1 i

1 b

L L &

B 4
] F]
100 [}

u) To a;um: the percentile
rankings In these two categories, the
Enmmhlinnsf uges data fram the

second year p the one In
which the |nstitution zeeks designa.
tion as 8 developing tnatitution. (For
example, an institution seeking desig-
nation as a developing institution in
fiscul year 1979 would submit dats
based on the 1078-1077 ncsdemlc
m)Ammnf 174 polnts meetn the
aiiys requirements of this sec

mus reffoct fta status s2 &
struggling Institution and ane lsolsted
from the masin currents of acidemic
life, After reviewing the institution’s
subpniasjon, the Commissjoner may de-
termine that the institution, in fact, is
struggling for survivel znd 13 isolated

PROPOSED RULES

from the maln currenta of academic
life.
(20 U.A.C. 1081,)

(e} In additionito the guantitative
factors, esch inatitution shall supply
to the Commissioner a written narra.
tive that describes the pteps it has
taken, over the past 3 years, to {nsure
{ta survival, On the basis of this narra-
tive the Commimiloner determines
whether the Institution has been
meking a conatructive effort to
strengthen itast. I mny of the follow-
ing oonditions apply, the Inatitution
shall sxplaln why such & conditiom
exints &nd what hss boen done to im-
prove the dtuation:

(1) A decrease o full-time equivalent
studeint gﬁﬁunm!; af 5 percent or
more fof the 3-ywir period precsding
tha year s which ‘the institution seeks
dmm a8 & devsioping institu-
t

(2) A dwarease i total current funds.
revenwb doplng any of the 3.ysars
preceding the year in which the inetl-
tution seeks designation as a develop-
Ing inatitution.

¢3) An excess of expenditures plus

mandatory transfers over revenues in
the unrestricted current funds during
any 2 of the 1 years preceding the year
in whieh the Institution seeks designa-
tion as & daveloping inatitution. In thia
gection, the term “current funds"
means (hes funda aveilable for use in
mesting myreant oosrations,

(20 U.8.C. 1082(aX1XD¥I).)

416018 Desire, poiesiinl, ssd rensonible
effort.

() To be designated as a developing
inatitution, an nstitution must posasss
the desire and potential to make & sub-
atantial and distinctive contributlon to
the higher educational resources of
the Katlon. Buch » contribution
might, for example, be to provide
access to a ‘particular group of mtu-
dents who would not otherwise have
access to an institutlon of higher edu-
eation; or the Institution may offer &
particular set of scademlc programs
that are not otherwise avellable to the
types of ;tudeng who comprise lts stu-
dent body.

.{by In ldﬂit-l@n. thn institution must
hnve talien gohcTEle stopa Lo Improve
its overnll seademic and sdministra-
tive capaeity over the past 3 years end,
specifically, have made & reasonable

sffort to improve the quality of ita ad-’
pstructional siafis

mintstrative snd
and its student services.

{e) The institution shall submit to
the Commissioner, as part of Ita re-
quest for designation aa & developing
inatitution, a narrative describing:

(1) The mission and goals of the in-

“stitution; and

(2) The tangible progress that the
institution hasn made over the past §

APPENDIX V
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years to reach 1ts specific xonls, with
lpﬁ:l!.! emphasia on acilvitles earried
out in the (mprovement of:
(1) Inatructionsl staff,
(1) Adminlatrative staff, and
(iif) Studont services..
td) On the baals of the narrative the
Commilssioner determines whether the
inatitution meets the criteria of having
the dealre and potential of making &
alnificant contribution to the hlxhﬂ'
educational resourced. of the Ni
Bt o L S
o) ove la inatruetional. pre- -
gram, its sdministyative capagity, apd,
ita student services. '
(20 0.8.C. 1064.)
fulsgar) C—Typm of Avwards

§128.21 Introduction
The Commissioner makes threa
types of mwards of title ITI asslatanpe
{(a) Cooperative armangement @ants:
“(:) Watlonal tpaching fellowships

(e Profesaon emeritus grants,
Each nn:rd ia made from s -.mih
fiscal year's appropriation for Utle 111,

(20 U.A.C 1084(b})

§169.22 Cooperative arrangementis.

(a) A cooperntive arrangements la
one or more working relationshipe be-
tween & developing institution and
other Institutions of highrer education,
agencies, organixationa, @y businise: f6-
titles to asist the developing fkdbdy-.
tion in {mplementing activitie aiviera.
title 111 grant.

{b) Thers are two timﬁ [
tive arrangementa;

(1) Bilateral amng&m&. Under &
bilateral arrangement the developing
institution shall draw upon the asslst-
ance and services of another higher
education lnstitution, ngeney, orpmsd-
zation, or business entity to m
o its acadamie quslity; ef
:,hra. manafensnt, and m:ﬁn

ty

(2) Consortium gmﬂmt-; W
Under s consortlunr Arrangsment, two
or more developing institutions -may
work with each other to strengthen

themselves In the sreas thdlestad or
enter tnto an srrangement with.mn EL-
gtitution of higher educatian, ¥
orpantat] or business

orL,
help a cluster nf developing MQ&
tiors carry out allowable activi
u_n ond gof the. developing mh:-
iy !ﬂl‘
nt lhill m Il thl
mummmm coordis
consortium arrangement ermﬂn
for complying with the terms and con-
ditions of the grant.
tiv) Every pariicipating institution
recelving services from a consorilum
arrangement ahall be & developing in-
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Mustiom ind  thall reetlve Servicy (0
Progeoriiect to dts share of the graant.

(vP The= ilee -of p CORBOMIM AXTuige
mept ) initesd (o the mumber of Instd-
tuticany Ehit e b effctlvely sad ef -
lejamtly servesd,

0 rsc. b
fle9 Y Millogsal Teselalsy Fellombip
="

(> 4 Pitloru) Tucking Fellowhip
frant s the wcond cype of mward
majgs by the Comenlaioner tinder title
1T, A deevelopoing lnstiftutiom may re-
(uesst § Pirtlomul Teackrlng Fellowhip
tther

(17 As Dirt (2 CoODesTative arringe-
nenk;or )

(3¢ Indetpendllent of any otlser t¥pe of
5

werd

(b» Thee Coprimistlones awnrds A Nm-
tonm] Tetchiry Pellowship of one or
twy Furss' durmtion through A develop-
Ing ttieaition to;

(17 Jurador fmculty mesnberd from In-
fltuionas othesr than thae apPlicant in-
SityRonz ind )

(1) Ormduate spudents—tron institu-
Uonm ctheer thaan the sAppliesnt lastitu-
tiog—yheo hawe mi lemst & master's
degreg ox related Profesulorst] experi-
thoe.-

() A develMopinag Imestitution may
have- i Nationsal Tesshlrag Fellows

(17 Tem<h in an whderziaff4d ox new
sendadml= [fog®Eim; OF

(27 Hubsilitute fo¥ s TAWILY menber
released for further tralniryg or ad-
TanceEd sicudy,

{dy ANralonm! Teichirig Pellow shall
#rve u o ll-time aaally member ot
the devesloplymg fmutituation through
Thick (he twald i made,

(e) Dicnatfonal teaching lellow re-
ctivesm § setipendl of 37,500 plua MO0 per
dipesderat for eich semdemdc year of
tackng_ A developlng instdtution at
whicth ' s natinmsl teschieg fellow
imciay xriy swpplement tise stipend

Wih funed froom Sources other thap
iﬂ-lae .
40 gaac A4y
$109. R} FFrofsamion smeritin graot

) A prolemurs tmetius grant (s
Ihe thirg tyne of sward tiade b¥ the
LofnrwigEonsy under Leks ITE. & Jevel-
onings |neliutioen maAy redquest s profes-

T eetert W prant #lther
(1y Ay ot off & cOOPErItive ArTANTe-

Wt o ] , ,
(D) dndepindent of iny other tyDe of

YA,

(b) “The Comsmixsfoner awaXds m pro-
Lemory eentritedy grant Chrough 2 de-
wilopflyy iLxutitistion o o DrofEuor vho
IS retiresd frofty metlve service mtan
Hutitsiiors of Bigher ecqueation other
glan fhe gemnte=e [natitution,

(&) A «tvelopng Insttutin may
Bive B prosisc® eperiius:

BOA05ED RRLES

{1y Teasth ln an yrderstarfed or new
mopdemie ProgEum;

() Bubstitute for” » fANIEY member
reieastd for Lurth®r EiNLOE OF Ad-
vanced atumdyi of

(3 ConcRuet reseddith to mid thie de-
welopsments of the lpatitution.

(d) A prolessaory emexitus et lo-
clydes s atibend for @wch wademic
yeaar of teschlxg or fevefrch At thede-
veloping Intititlen through which
the mWard 8 ¥nade- The stipend may
mol eXeecd (hes palaXy of & compatible
staft Membet of pme desveloping dnsti-
tutles. A dewelopdng  Instifution at
wrhichs & pxrofesyory eMeXius gramt re-
cdplepa! per-ves raay Mupplement the stl-
peend Witk [urids £Aom  sourtes other
tBun tils XL

(e} The efier] of 3 Professars exaeri-
tRU gFunt by not exeeed 2 Mademic
yeug. HooWeVeX, op® Matiorial Z-jear
perind ma® be {ing#d to coppaplete the
profrim @bleclves of the original
awarek if apreaved Y e Comnmimalon-
X upon thw M Vane= of The tfile IXlad-
visory courdl

(R TAC. 108)

Bhpigtt Daiets i Eiutlon off Uenanth fur
Compteatiiye Miergiinesrh

§ 1031 A ovadle yeotivition,

() In pubmdiing tn spplication =
deyeloping lnstitypfion 2hall examine
the gfitus of £y plmintstreClve mifue-
teird, . urrbeilion, gi-udenit services, ad-
ministratis®e Serapaintl, instructional
persornel, ahcd fingnclel positiors and
1dentidy thee ey o f resitest heed,

(b) PurEher. thes husiitutdon shall
identily che sepss It will take to
strengihern lig capacity to fulfidl its
gt misaloee ynd Mk  gubstantial
eontedbutiesn Lo the  higkrer eclucational
resurtes of the Np£loh,

(©) PFlamlly, the hetitgedon ahall
sRow that Jita carTY oWt the planned
axiivitles within tf3¢ context of the
propofed tAtle q[f eooperitlve ATRNe-
ment.

) Autpaorige] getivifies sre Lhoes
[ =114

(1) Clanfy sty =lonald goals
(1) 1mpreave the catricedlum:
(3) Strepgihen strdent services:

1) Promote famy developrm’

) Improve admEniteatly e servicea
] fseal pnahamger; 220l And

(8) Develap lmovestive wademic pro-
runs-
(20 0.5.C. 10°34)
§ 28X Aol soarls

43) The Lomanissfoner pays part of
tkxe cofils rmisted top the plapning, de-
velopeent, and mejem&ﬁm,lnn ol -
lowabie gctdvities

€8 In addition 1o the cost limlla-
tions 1mpoesed oy the Orfice of Educa-
ton geheral provisioms or diret proj-
ect grant mod gonrraet progrims (45

APPENDIX V

CFR 100a), the {ollowing cest loalla-
tions apply:

() Indirect cosfe eray not be
charged to the gnnt-

() The purchuse of equipment s
limited to équipment that i necesaury
toachieve ProgFum chjsctives.

(3) Gant lunds mAy not be wed for
eonstxryction,

(20 0.5, 10M)

§ 185.3) Dunlied of Stopetallys Afrmiife-
manl grants

(8) .An spPplicalt may reclve & grant
of L, 3,3, 4 or }yefirs Juratlon. The
requirements of thié cotpepative ar-
rangement detemlpe tBe 1&Ength of
the award.

(b) Grants of dne years dupatlon are
awArcled to refix: (nstitutiongl mianion
and goals kid b develop longrane
plans for hieing i ingtitution's
scademlc goalw or afremgthening e
minagement of both. "The Commil-
gioner may =mvward A institution,
durm; its partlipastion in the Dro-
gram. 'y mlkmﬂm o thires grants for
these pu

{e) Crantaof Wt ¥ yeun: durmtion
are to support the developpaent and
short-erm implmeniation of othey
activities Inany Ulow@able prens,

(d) Orants of Up tex § yemary' durgtion
are to mpport Inplernentation of long-
term progrims lo |pApro¥e axd InsEliu-
tion Zinanclally and to strengthen iis
management,

(20080, 1081, 1OM,)
Sibpart E—Mppllcantion Proceaunin
§ 160.5) Sabnlesion off Appdleatjon

(8) .An mDplicent fost & £ltle XI1I grang
ahiall flle an applicatdon By the coalg
date establishedd annsially by £he Can.
misioner in & Ditless published In the

(b) An spplicsnt gFull Include s iy
application such Informatiop a8 the
Commimioner etnajclels heceswry lo”
make determinmtions under tigde ILT,

(30 0.5, 1001, 1080)
§ 1651 Introdocthn,

The Commissioner malkces final decl.
slons regarding the frindimg of all thile
Il applicationa busecd on Ehe yulles &nd
proceclures &tablished ln thls subpart,
In evalupting 2he #Appliations, the
Commiiuloner naly wetk and use lnfo.
mation from exbting public records
and from aits vislls to developing insatl.
tutlons in addition tor ratidy tize infor
mation submitted in the Zormal spDll-
cation.

(20 UA.C, 105, 1054)
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§129.52 Application review eriterin and
© usg of review panels,

(a) The Commissloner appolnts
review panels to provide the Commls.
gloper with comments on and recom-
mended ratings for the applications,
The Commissloner appoints separate
panels to revie® applications from
bachelor'a degree-granting institutions
and frem junlgr and community col-
leges. The panels numerically rate
each application rasigned to them and

provide the Commissioner with com-

ments on each.

(b) A panel Judges each spplication
on the followlng ecriteria with points
asgigned to each criterjon:

(1) The extent to which the applica-
tloh's mission and goals staterment re-
flacts the needs of its constituents. (15
polints)

(2) The extent to which the appll
cant clesrly states the objectlves of
the proposed sctivities. (5 polnts)

¢3) The extent to which the size,
scope, and duration of the proposed
sctivities will contribute to the stated
goala, (25 pointa) '

(4) The extent to which any pro-
posed cooperative arringements will
help achieve project objectivea. (10
points)

(5) The extent to which the adminis
tration of the proposed program I
adequate. (15 points)

(8} The extent to which evaluation
procedures are adequaie. (10 points)

¢7) The extent to which & plan has
been developed to ensure continuation
of the proposed activities after the
grant ends, (5 polnts)

(8) The extent to which the pro-
pased cost of the project s reasonable
and realiatic, (15 points)

(30 U.A.C. 1081, 1084

§i#.51 Rating for program priorities.
_After comsldering the -comments of

the review panels and the ratings rec

ssalgns to each application an sppro-
priate number of polnts for each crite:
rion Listed in paragraph (b) of § 169.52,
The Commilssionier conaiders further
for sclection only those applicatioms
thet receive & ruting of 30 or more
points, Appliestions recelving B or
more pointa under § 180,52 will bs fur-
ther rated on the extent Lo which the
propossd activities will:

(a) Btrengthen the scademie pro-
gram and provide a successful educs-

tional experience for low-dncome or
minority students; (25 polnts) =

{b) Contribute to the long term sta-
bility of the institution and overome
the cifcumstances that threslen sur-
vlyal; (25 points)

(¢) Incresse upward mobllity for
graduste and professional study, (10
pointa)

(d) Improve the institution's overall
administrative capacity: (10 polnts)
and

(&) Improve the applicant’s manmge-
ment of Federal sasictance programa,
including student financil ad pro-
grams. (§ poloats)

In addition, the Cornmlslioner may
award up to 25 polnis for an applicd-
tion from an fmstilution which has one
or more of the following tharmsteris-
ties:

{1) The instituglon Berves & pearticu-
iarly large percefitegs of low-lncome
students,

2y Tha Institution provides s unigue
or particularly productive ecducationsl
program {or Its students. . -
(3) The institution has, at present,
partjcularly strong and effective man-
pgement and sdminbtration of Feder-
2l progrims und fands incleding Tite
111, and stident Amslitancs “proframns
such sz the Gusrantsed Stodent Loars
the Natiomal Direst Btudent Loan;
Basic Eduationsl  Opportunily
Ciranta; - Supplemental Eduestion Op-
portunity girants; College Work ftudy
and Stalz Students Inswiive Oreots

{4) The Lrstitution, because of I's g&-
ographie lomation, provida cces to
students who otherwise might be
unable to Attend college.

130 UA.C. 100, 10547

215050 Owermdl raaking snd selection.

(8) The Commissfioner tolml the
points esch spplicition recelved for
general quality (f 169.62) and for -
dressing progrim priorities (816053)

() The Commisiloper thern ranks
the applieatfon on the btaali of the
total humber of points It reciivad. The
Commisioner rafics npplisations from
hachelors degree-granting tutitutions
asparitely from these from jumler oF
community Solleges. '

(¢) The Commimgone? Swaste frants
on the basl of th demconitnf oider
which applichtions are ranked
<30 US.C. 100X, 105843 .

[FR Doe. 78-30031 FPiled 11-1-F8 Bt am)
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