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FOREWORD

This paper is one of three conmissioned by the National Center for
Education Statistics (NCES) as part of the Pestscecondary Elucation Core
Desipn Projecr.  NCES initiated the projoct in response to recommendations
from the postsecondary education communitv.  Its purpose was to identifyv
and set prieritie. or the councerns of major postsecondary education
decision=nakers acd o translate these concerns into operational terms

for iuplementation into NCES data colle ion activities.

5

To centrally ceo ldinate and integrate the requirements of data users,
NCES sponsored two conferences in Washington, D.C. The participants were
informed that, througzh a series of meetings and papers, the project was

‘designed to: ¢

bt Identify major current and future issues-and related data needs

in postsecondary education and place them in priority ranking;

2. Sepirate out th se significant issues and data needs for which
questicas might be included in the Higher ¥ducation General

Infor.ation Survey (HEGIS);

3. Explore taomgh thought-provoking papers, the most crucial
issues and their implications for long—term NCES data

collecstion activities;

Translate the issues and data needs into operational data

-~
.

collection procedures; and

>.  Provide both short-term and long—term recommerndations for
colle-uing postsecondary education data. Both sets of
. 1N
iii 0)
O
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recomiendations were to be gaused cor future MES data
collection activities.
In addition to sponsoring the two conferences, NCEU commissioned
issue papers in three areas it deemed particular!v important for consider-
The papers

ation in its future data collection and dissemination plan:

were Lo be based upon discussions which occurred during the confercnces

Tne three areas identificd as being of sienificant concern in its future

cftorts were:

l. Financial Viability in Postsecondary Educa: .on Institutions

Personnel Challenges § Poustsecondary Education

The Impact of Non-Traditional Stude:ts on Pos_secondary Education

3.

This paper addresses the issue of Financial Viability orf Institurions,

{
and was anthored by Professor Hans H. Jennv,

Rolf M. Wulfsbers

Acting Director

Divisfon . Postsccondary and
Vocatioral KEducation Statiscics
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INTRODUCTION

This issue paper is divided into four parts. The first summarizes
the main issues, concepts, and recommendations. The second part develops
the author's primary thrust. It defines the meanings of "financia’

viability,"

identifies several key issues, and describes some of the
implications for data production. The third segment of the paper dwells
o1 some of the major recommendations for ongoing statistical ‘work. Tb<z

fourth and last — the appendix - contains sample data collecti n aids and

a hrief annotated bibliography.

At present, the data cequirements that pertain to the financial
viability i-suc in postsecondary education (PSE) are both complex and --
if not controversial -- unresolved. The complexity-arises from the many
legitimate points of view that must be considered. The lack of resolution
and the presenc: ot controversy exist because to date there is no well-

established consensus on what is meant by "financial viability,"

either
as seen from the broad Federal and State perspective,.or even as perceived

: AY . .
within the more narrow institutional frame of reference.
A

The author has d:voged much of his recent professional efforts_ to
research and discussions designed to clarify, at least in his own mind,
if not in that of others, what might be meant by "financial viabilicy"
in PSE. To this end his experience and persoﬁal interests may have led
him to stress events and concepts that are particularly apnropriate in
the settings of privately governed PSE institutions and espccially those

in higher education.

Nevertheless, in this essay an attempt has been made te present the
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arguments so that they are valid == in some instances, after appropriate

adaptation aad interpretation -- for PBSE generally.

.

Because of the state of affa:irs described in the second part of this

essay, the data requirements question has at least two dimensions: firsce,

‘how do we m dify ervisting statistical surveys witnin reasonably consistent

patteras in order not to destroy established and useful time series; and,

second, how can we speed up the professional dialogue so as to bring about
a vorka'' conec asus not merely on survey methodologyv but more fundamentally
on concepts and iinaicial viability models? Without this second dimension

it will be difficult, if not impossible, to address directly and forcefully

the issue of financial viability proper.



PART ONE:

CONCEPTS, ISSUES, AND SELErTED RECOMMENDATTLUNS

A. Definition
N

l. We define “financial viability" as follows: An economic unit
social cntity.is said to be financially viable if it has at its dis-
posal, over °ime, adequate and anpropriate resources that ailow.it
to achieve its stated or implied objectives.

This definition also applies to single PSE institutions and to
such combinati9ns as tnlti-versities, multi-campus pubiic State uni-
versities, State university systems, and regioral groupings of

collegiate institutions' having common purposes. .

2. Given the diversity of settings in which firancial viability

questions.may arise, it is sssential to understand that data eléménts
and information gathering become a function of the particular frame
_of refereﬁce and of the specific policy issues being studied.
fhe‘informa;ion source will, wholly or in part, always be the
individual institution those agencies (particularly in State
systems) that are specifically chakged with data compiiation.

- 3. The financial viability or PSE institutions can be considered
as the corunerstone in policy 5na1y§i§ and statistical data design
which takés as its focus the broader financial viability concept cf

. the ab;ve definition.
4. In the past, data collection concerning PSE (and, more specifi-
cally, of higher educacion) has tended to result in formats based on
uniform standards and definitions across broad array of distinct

educational institutions. 1In the future, it is hoped tiat the

1
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crphasis will be more on models that recognize the individual nature
of specific types of institutions.

Research universities and comnunity colleges have very little in
COMmon except an accounting sysrter that has been imposed on the entire
idustry. Financial viability analysis requires that the specific
missions of institutions and the educational o. jectives dgriving from
them represent the point of primary focus.

:

[t may be appropriate and timely to ceasider a financial reporting
tormat designed with the particular nature and purposc of types of
insLitqtioﬁs in:minﬁ. Special care should be given to distinguishing
between publicly and privately controlled institutions, and to relevant
difrerentiation within each group.

5. This consideration highlights the need for defining carefully what

N is meant by PSE. In its narrow setting, PSE represents a ~odest extern-
sion boyond higher education into all those educational activities that
meet present Federal (and, in some instances, State) requirements if an
institution is to berefit from prevailing direct and in'irect subsidies
and suppore.

In its broaler setting, PSE is a vast industry of relatively un-
charted and little-researched scope, cmbracing educational and rescarch
activities in industry, commerce, labor and éovernment all having an
impact on the Sution's store of knowledge and know-how, on gitizvns'
enployability throug" manpowe development, on health and teghnology,

and on culture in genera.i.

B. Rey Folicv issu2s

ilajor policy issues have ..ignificance at the Federal, State, and
(2
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local government levels; they are also releven' to individual institutions.
l., 0f nacional concern, and thus of importance -to Federal policy-

makers, are the follbuwing major issnes: access to PSE; free choice

by students anong instifutions; diversity»of'1nstitutiohs and educa-

R .
tional programs; adequate development «f science and scientific man-
power; sa ivfactory supply of medical services with the aid 6f
pruperl; train d medical personnel; optimal medical géiénce develop- .
ment; and an adequate und.appropriute supplv of scientific and
technological manpower capable of addressing itself to the changing
technical and soci&l'prdblcms'tP1t the Nation will face over time.

h 2. Since the respensibility for PSE (and especially for higher
education) has been delegated traditionally to the States, the nature
and scope of statewid planning is a major issuc.

In the coming tecnugﬁ population decline forecast for the 980's,
4 specig probllm in this respect is the coqfrontation and competition
in ¢ potentially shrinking market between pubticly and privately con-
trolled institutions.

Another issue concerns primarily the public sector: what arve
cffective and less etffective financing and budgeting epproaches, and
which types of funding formulas show promise for kccying publicly
controlled institutions finunciélly viable?

Finally, how States subsidize students through stuu@nt aid and
Qirccr tax appropriatious has connotatirne bo-h for the financial
viability ot individual educational institutions and for the broader
National issues of access and choice.

3. At the institutional level, the concepl of "tfinancial viability"

poses certain problems because measurenent may ditter depending upon

5 [y
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the type of PSE- institution studied. The proprietory sector will ha.e
terminology and meaéd?es\:hgt may not be the same as those normally
taken fo~ granted in higher education ncn—profit institutions. And
the data collected among the lagter do not s:em to be wholly appro-
priate for tinancial viabi'ity studies.

Although progress has been made, a still relatively unsolved
queskion is how one determines the cost of production in educational

institutions. The distinction between fixed and variable costs, among

other things, is central to auy financial viability analysis.

a special difficulty arises in the fixed cost area, particularly
with respect to non-human capitil: if a college or university is to
remain or become a going concern in the long run, its revenues must
be lérge enough to cover all costs of production. PSE institutions
now do not report their expenditures and costs in terms of a ful!-
capital--cost concept.

™

Financial viability, even i, its narrowest meaning, can onlngg
determined if one has an understanding oi the long-run revenue require-
ments under full-capital-cost assumptioas. And full costs include the
capital replacement or renewal dimension which colleges and universities
in particular have not been required to report in its total scope.

4. The quality ‘ssue -- and with it the logical corollary of producti-
vity -- is also central to financial viability analysis and to policy
issues such as the ones listed earlier. vinancial viability questions
are to a large ex' at questions of how well an educational institution
Jertorms its task.

At the National ane State level it may be of intere t (o know

whether public policy is leading to "lowest common denominator"

6 [
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vducational standards. 1If the State has particular quality standards

in mind, it will be useful to be able to determine whether or not they

have been achieved.

Statistical Implications

I. In order to deal statistically with financial viability issues
and policy dimensions, it is important to understand that the data
elements that may have to be assembled for any sort of analysis are

e
themselves a function of the particular context in which the financial
viability issue arises.

?. As the Second Newman Task Force Reoprt stated pointedly, much of
the relevant cata gachering efforts will require that a proner theore-
tical or analytical framework will have been established from which
the data formats evolve logically. 1n much of the' financial data-
pathering of the past, such a framework has been absent.

This paper and the attached working paper (see app -adix A, set
torth in broad teras oné type of framework for statistical analvsis.
Part three explains illustrat’asns of data element structures.

3. The demand for "indicators"

has been increasing, and amony these
there are some logicil financial viability indicators. One such is
at indicator of inflation in PSE. We recommend that the Halstead
Higher Education Price Index be broadened to cnconpass the entire
educational institution., Other kev indicators are mentioned in part
L.

The requirement tfor tfinancial viability indicators implies also
that in several areas protracted prelinminary resesrch efforts must be
undertak: o, The ract that institutions or the industry has been pather=

tnpdata tor certain varicbhles does not make the latter indicators o
7
!
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anything in particular unless ompir;cal analysis ¢"ows tlat. the
variable indeed tells us something significant.

The relationsgip that exists between 1n inflation measure in
educa i1on and educat;onal productivity illustrates this point: thgre
is a preliminary need for concept and model buildirg from which routine
data gathering may eventually follow.

4. Another pcint of much past controversy has been on the question
ot whether or not periodic sample surveys aund studies would be suffi-
cient in contrast to NCES' preference for all-institution surveys.

We believe that in 211 but the rarest instances, sample surveys
will be adequate. There exists an ample methodology for making aggre-

aa%e, all-industry estimates once the confines of PSE have besn defined

{or each parricular inveotigation.

NCES need not become the competitor of those organizations -- ACE,

1)

NAICU, Associations of independent colleges and universities in several
States, the -arious State planning or coordinating bodies, and Bowen

& Minter for the independent sector -- who successfully are gathering
data and undertaking periodic studies from which time series can be
developed.  NCEL might act as often a« not in the capacity of su'-
contract issuer and as a facilitator and coordinator of policy studies

that will assist the legislature. Part [1I mentions some additional

aspesr o of this facilitating and coordinating role.

Specific Studies

'

‘

l. Sone basic enrollment information is essential for institution-
cuntere! tinancial viability studies.

Three ty - es of enrollment data are desirable:  (a) body count;

8 16
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(b) academic full-tim. equivalenty ard (c) financial full-time
equivalent. All of these shculd 3+c be based, as is now the case,

oa fall enrollment surveys; full aarnalized informatior is required so
that the net enrollment ckange throughout the year can be.determined.
Fall enrollment statistics should not be related in financial studies
to annual revenue and expenditure trends.

Since qualitative factors are important, certain admissions data
becomes important. In addition to test scores and other conventional

‘riables, we believe that time series on the number of applications,
the number of students adr.tted, and the number of related matricula-
tions provide ar insight into changing marketability, admissions
standards, and inter-institutional competi.ion.

Reteution ratios are another importénc ingredient. When thesc
and the above information are used in conjunctipn with i{e financial
analysis, the changing institutional as well as industry picture
begins to sharpen.

2. The next important element in institutional studies of finan-
cial viability is the cash flow provided by ard on behalfuof students.
This is another way to say thac,ramong other things, one must focus
on the structure of student aid revenu.s which today have a major
s:ake in defining the financial cond:tion of educational institutions.

Part 11l sets feorth some illustrations of a type of study that
might be undertaken; the example is one of a survey now alre;dy in [ts
forrth year in at least one State and in its second or first year in
several others.

One example is given of an ad hoc type of student aid study; this

focuses on the internal stracture of the . "d allocated by institutions
4

~~
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and on the resulting cash flow produced by each stulent,

3.. In analyzing the financial condition of an individual institution,
tart LI provides three exhibits. The first suggests a survey of
operating expenditures by key line items. Since this is an essential
eienent for deveivping a total institutional inflation measure, it
would appear to represent a logical suppiement to the presert' functional
cxpeﬁditurc suTvey. )

The second step in the institutional analysis is to determine how
adequate revenues nave been each vear or over time. Appendix A, exhibit
5, nrovides the detail that night be studied and collected.

e A\spccial feature of the recommended data format is the need for
a "capital chacge™ concept. tere come intellectuas development is
necessary and a number of definitional problems must be irouned out by
the indust(y, preferably in such a way as to guard ogainst violating

the individuality of gpecific types of institutions.

The displav of financial information to this point Is suct that
it will allow aralvsts to group individual institutions according to
wihere, in the order of net revenue lines, detficits arve beginning to
show up.

Y. Reyond this, the financial analysis requires that a series of other
variables be tracked regularly. Some of these are listed in appendix A,
exhibit 5,  They include such items as changes i fund balance: , expen-
dable reseove hdlanébs, endownent investmer* return, sundry ijatlation
ad justed revenue and expenditure componer’'s, and appropriate proygran
and  ratting indieat r:r:4..

we consider the illustrations provided as developmental and would
expect the specifics to be altered, more or lesw depending upon the

tvpe of institution or the type of policy issue stulicd.

10
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6. Wiithin the broader financial -1ability context, but closely
related to the foregoing, a 1ew more specific studies suggest them—
selves. One of these would be patterned after NAICU's present Student
Aid study which -'limits the sdmple to independert institutions. Because
of the twin major national policy issues —- GlCeSs and choice =-- it
is timely to investipate the relative success or failure of the com-
bined Federal, State, and private student aid efforts.

Another perspective on PSE attendance and access could be provided
by a study of the current mix of students in terms of family income
distribution, race orv ethnic origin, and professiona! expectationﬁ;

7. 0t special impoitancz could be a broad-gauged study of the PSE
industry . its nature and scope, uspecially in the broader context
defined in part 1I. Such a4 study could contribute tc policy ;n other
tields, especially in the realn of policy for emploting teenagers.

8. We see the need for a major effort in educa:zionzl productivity
and educational outcémcs studies. The patbbreakin: 0'Neill study
ought to be perfected, srought up—to—date; and some quality measﬁre—
meuts should be Lntroduced.

More Pfundamentaelly, however, there exiscs a need in PSE as well

as thoroughovt the service industries to come to grips with the

1 "

‘quarlitv" ierue in the measurement of productivitv., This issue re-
quires a concerted effort of the ecconomics profession and of aﬁalysts
in education. [t is perhaps a matter of over-riding significance, in
that the presaent state ot phc art tends to lead to dys<functional or
even destructive policy, since one of the outéomcs is that in the

absence ¢f appropriate quality mearures, quality improvement becomes

svoonvnous with intlation.

11
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9. Amony the .pecial cost studies that uight be undertaken, we believe
that one f 4 o0 "compliance costs" Jould be welicomed by the
industry «ne model for a comprehensive study might be the ACE pilot
effort of ceveral years ago.

10. Since financial viability analysis must focus on vari&ble and fixed
costs and thus on capital, an industrywide analysis of future capital
requirements based on existing capital investment< se:ms to be » timely
effort. Such a study might help sharpen the conceptual debate on what
is me'nt by financial viabilicty.

11. Some wention has already been made of policy issues that pertain
directly to statewide planzing. Given the demographic forecasts for
the 1980's, it might be useful to consider a nationwide study of the
expeceec impact of teenage population trends ana compre the new findings
to existing plans and older projections.

The possible impact on the independent sector of PSE could be
studied as a separate under.aking. Ot it might be useful. to investi-
gate rbo probasle impact on certain public and independent institutions.
This is an area where modeling could g?vu rise to some sophisticated
studies which, in turn, might come up with policy recommendations.

A special aspect of such itudies centers on the kials of counter-
vailing Federal policies that might have to be implemented given he
manner In which the States may be approaching the problem. For
instan e, the studies might show that certain States ave planning to
strengthen while others may be weakening certain essential segments
of PSE. [t these segments are to remiin financial'ly viable, what
ceuld the Federal role be, {f any?

12. Whil  we de not recommend studies or policies designed specifi-

12 2()
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for supporting through Federal resources institutions which have
become fin;nciallj unvirble, we believe tha. it might be useful to
congider pe-lodic investigations into planning and budgeting through
case studies 1n order to cocument what seems .0 be working and what
appears not to work. ‘ ‘

We Lhink that in itrs proiessional perspective, given the huge
sums invested, the Office of Education ought to make its contribution

: {

to the state "of the art of managing PSE instituti as. 1t can do this
by furthering the professional dialogue, by encouraging and, in part,
by funding rescarch that addresses itself to managerial questons.

Sound institutional management may save money in the long run and it

may improve the educational output over time.

In this respect, we recommend that NCES create a periodical pibli-
cation for the specific purpose of disseminating statistical data and

professional discussions. The publication should be patterned after

such ventures as The Survey of Current Busiress and The Monthly Labor

Review. Even;ually, we would expect such a publication to appear each

month; at the outsei, a quarterly journal might be mos. appropriate.
As in the two publications mentioned, indicators describing the

behavior of  the industry would be expected to be the prominent feature.

.
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PART TWO:

THE MEANINGS OF FINANCIAL VIABILITY; STATISTICAL: IMPLICATIONS

"To develop the data and analysis needed for informed policy-making,

we recommend creating a new statistical agency and an upgraded analysis
and data culiection policy for the Education Division of the Department
of Health, Zducation, and Welfare. Collection of information was the
first role as¢ gned to the Office of Education, but today the resources,
capabilities, dnd support for this task fall far short of comparable
federal efforts to generate information for policy-making i economic
policy, employment, or science. The¢ ~ew statistical agency, decigned
to establish a new leadership role of the federal government in the
collectlon of educat?onal data, should integrate the policy analysis
and data collection functiouns, now performed by «eparate unit .. A
revised data collection policy should include an expansion of the
universe: of educat:ng agencies on wh’ _n data is collected and a greatly
iacreased emphasis on longitudinal studies of the =2ffect of different
educational environments on students.']

This part of the paper contains three major sections. The first one
defines financial viability within the scope of PSE. The second identifies
several key PSE issues. And the third takes up some of the implications

for statistical studies.

A. The Nature of Firancial Viability and the Scope of PSE

To the author’s knowledge, the data requirements question has_not
been asked within the context of financial viability sinée the days of
the National Cémmission for the Financing of Postsecondary tducation.
The american Council on Educatior, the National Association »f College
and University Business Officers, and the Naticoal Center for Education
Statistics have for more than a year held confvr@nccs and encouraged
disceasions which, among other things, have focused on the currmt and

tuture state of higher education statistiecs. Althouph financial viability

RN

wa: 1 concern {rom time to time, it did not ;. lav as central a role as it

Lkrank Newman et al., The Sccond Newman Report:  National Policy and
Higher Education.  Report of o special task force (o the Secretary ol

Health, Edacation, and Weltareo (Mo1LT. Broess, Cambridpe, Mass. 1973).
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doe. in this assignment.

T'vse who are familiar with existing financial (anu related)
statistics in higher educu*ion know that financial viability has not
been a central issue in their design. If we may be permitted to
borrow a purase from another tiell o. social research, much of oir
present body of higher education statistical information has been and
temaine essentially dysfunctional when we raise the financial viability
question. It is useful to recall Frank Newman's severe criticism to
this effect (see above). 1In their then and present form, financial

b
and related educational statistics lack a unifying theoretical or
analytical foundation.

This is a serious accusation as well as a shortcoming. In part
it is explained by the fact that there never existed a mandate for a
solidly in-thcory anchored higher education finance system of statis-
tics.

Rathe., the requirement has been for statistics that respond in
part to congressional mandates and in part to interinstitutional or
industrywide consensug. Legislatively indated surveys consume a
significant portion of NCES' annual apprOpriations.

With respect to financial information proper, parficularl; those
elements that pertain to insticution;l revenues and expenditures, a
sharp eye toward funding sources on the one hand and a concerd for
minimum disclosuré (lest established funding be jeopardized) on the
other hand seem to have been among the impertant criteria that pro-
duced the present system. Another major characteristic of the finance
package in the Higher Edpcacion General Informncion Survey (HEGIS) is

the standardization of data e¢lements throughout the industry across

15 23 o



what may well be significantly different (differentiated) institutions.

It is only fair to say also that the NfES staff has been resprusive
to pressures from the outside and thus has periodically revised its
survey instruments.. Unfortunately, the pressures exerted have led
repeatedly to what must be termed political compromises. The higher
education industry must be blamed for promoting a system of financial
statistics that lack a finance~theoretical base (for institutiona.
assessument) and which fail to embody a socioeconomic theoretical frame-
work (for industrywide or national assessment) that describe the
tinancial conditioa of higher education ia any very meaningfql manner.
The PSE dimension further complicates matters, as we shall sec.

It is impossible, in an essay of some 70 piges, to produce a
foundation for PSE financial statistics that has so far eluded those
who normally speak for the industry. But we ! :lieve that we can at
Ieast hint at what some of the concents n1°.d components of a functional
system may be. Financial viability ie both a unif.ing and a con:train-
ing foundation; if we were to substitute another issue or princi»le,

a different design would most surely emerge.
l. The Meanings of Firancial Viabilitv

A

Financiai viability has meanings that depend upon the cortext in

which the issue is studied. For policy makers it makes a difference
it we speak primarily of institutional concerns or if we look at
broader contexts such as statewide planning or even national issues.
4. Our definition of "financial viability" is relatively siaple:

an_economic or social entity is said to be financially viable if

it has at its disposal, over time, adequate and appropriate resources

that allow it to achieve its stated or inplied objectives.

16 21
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. T
There is inevitably a certain subjectivity in such a definition:
what may be "adequate or "appropriate" can be matters of judgment.

In an enterprise such 1s education, where qualitative factors and

- intangibles abound, this should be taken for granted. On the other

hand, it may be pos.sible to determine criteria for d‘elimiting
boundaries that help circumscribe what is meant by "adequate" and
"appropriate."

b. It may be argued that a national svstem of statistics fpr PSE
(»r, nore narrowly, for higher educati.n) sﬂéﬁld have a primarily
national policy focus. .n this sense, the analytical frumework
around which the statistical apparatus is to be constructed would
derive from the bolicy questions and the underlying c.ause-and-

effect theories that pertain to key national p- licy issues. Some

-

of these will be taken up below. ‘

On tue other hand, educiition is a policy matter for which the

‘

States cather than the Federal government have been responsible.
Even todav, when the Federa. involvement is deenening rapidly,
the o»rimary recsponsibility for PSE lies with Sta'e governments.
Therefore, aay statistical system that describes PSE must be

designed in such a way as to embrace State PSE policy i.sues.

In addition, a State PSE or a national system represent com-

posite” of subsystems. Among these, we must distinguish ge,-—
-
.’[!

graphical subsystems as will as types of institutions witn

specialized educational missions. While policy cunsiderations

\
\

may overlap, the fate of wmajor research universities ¢nd that

of narrowly defined vocational PSE institutions may re-uire

ver s different approaches. Financial viability models ray be

17 .
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generalized to a certain extent, .t they also need to take into

account the specific financial structures tha. best describe each

‘of the relevant subsystems.

In the past, we seem to have taker for granted that the smallest
entity that matters in financial viability .nalysis is the "insti-
tution,” in other words, the particular mollege or university. Yet,
anoug some of our more complex institutions, those which Clark Kerr

called the multi-versities, entitieg may e¢xist whose €inancial

4

analysis must be und-rraken in miniature, so to speak, if one wants

to understand the meaning of "financial viability" in the broader

setting of the legal university unit.

i e

¢. The multiversity setting offers an apprecnriate :llustratgon
of some of the dimensions that may have to be consi'ered when Lhe
financial viability concept is applied to individu 1 educationsl
ir 'titutions.

asx 1s the case in a complex business corporation, we take for
grante’ rhat there exists an overall corporate obJuEtive which
can be articulated in total corporate plans and policies. Once
a year, at the least, a comprehensive report on profits ard losses
and a consolidated balanc sheet are prepared. Buc increasingly,
the Sucurities and Exchange Commission appears co have found this
total aggpregation of mwonv separate parts less than fully i1lumina-
Liug. We seem to be moving tovard a requirement that more informa-
tion be yiven about the separate pirts ol “he total bundle of
corporate activities,

In the multiver:ity, finuﬁcial viability analysis will require

similarly that we study those separate parts that have disrinct as

18 26



O

ERIC

Aruitoxt provided by Eic:

well as distinguishing characteristics. Examples are the
professional schools and the teaching énd research hospitals which
play a large part in certain university budgets and some of the
extensive public szarvice activities that may overshadow certain
other educaticnal missions of the university.

The fact that individual university administratcrs do not like
to greak odﬁ some of the major elements that constitute _he "econo-
mics" of the relevant suhsystems is nat really of as great a moment
as is the fact that, without adequate detail, an accurate assessment
of institutional financial viability cannot be mqﬁe either by in-
siders or others. We have been treated to some rather convoluted
reasoﬁing during the debate on educaticnal costs which, among other
things, tended to disparage attempts at ide: tifying specific cost
centers. One need not always sink to the departmental level to
find relovant detail; on the other hand, certain of our complex
educational institutions represent conglomerates, some of whose
parts will require separate analysis if we are to understand the
meaning of "financial viability" in the total c¢nterprise.

d. This is not to say that the concept of financiai viability
requires institutional survival as the primary objective criterion.

But we must understand what the implications of institutional

financial viability are if we are asked to provide answers to

hroader policy issues.

National and State [licy toward PSE may strengthen or weaken
~he educational mission of particular institutions. Public policy
is not pre-ordained to have favorable effects——even if so intended--

on all concerned. Iu recent years, public policy seems to have been
?
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- framed within, at times, rather significant uncertainties. This
means that well-intended legislation can have unforeseen consc-
auences, and some of these may be patently undesirable.

Tt is therefore impoitant that policy research embody both a

before-and-after-the-legislation analytical capability. At each

policy .evel, the requisite data eiements will be a function of the

particular policy issue. For practical purposes, the ir ormation

source will wﬁolly or in part always be ~he institution. But the
institution and its representatives may n-c always be the best judge

~~ of which da*a elements best describe the interaction variables that
characterize a particnlar issue. “inancial viahility is too broad
and important a concept to be defined primzvily by finance officers
of colleges and u..iversities.

€. Nevertheless, the financial viability of institutions mignt
be considered as the cornerstone in policy analysis and statistical
data design that takes as its focus the broader financial viability
concept described earlier.

Institutional financial viability analysis wi'l s’ ress, among
other things, the resources requirements under spe:ifié assumptions
or constraints. A major shortcoming in existing financial statis-
tics is the student's inability to define resources requirements in
terms of institutionai objectives. Much of the same'is true in the
brcader policy setting when State or national issues are involved,
except that in the former, one has at one's disposal spe _fic plans
(where the States have them).

f. College and -ypiversity finance falls somewhere between the

two extremes of corporate-for-profit finance on the one hand and
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of State or municipal not-for-profit finance on the other. The
privately controlled colleges and universities may have more in
common with the former, and the publicly owned institutions may
resemble more the latter. Yet, we have tried to treat each
identicallv. )

Ontside the field of public finance there really is no such

thing as an "cconomics of the non-prof’t sector." The latter may

in fact be the wrong nomenclature from which to engage in college

and univer,ity financial analysis. .
Prevailing edllege and university finance statistics -- as
well as fiduciary accounting practice —— stress current revenues

and expenaitures, and they do it i1 such a way as to downgrade,

if not ignore, the esscncial capitcl concepts that are an integral
part of all economic undertakings. It is exactly with respect to
capital requirements that financial viability analysis will enter
novel ground in PSE, but not so novel thit proprietary PSE insti-
tutions would not know how to ask &1e questions or how to provide
some of the answers.

T . pto lem is not quite as straightforward when we consider
publicly owned PSE institutions whose financing patterns are most
easily described aad analyzed by the prevaiiing fiduciary fund
accounting practices that also characterize our national PSE
finhnrn staristics. The canital concent ipherent in ecrnﬁ}y&hgd
accounting patterns seems to be limited to "nildings and certain
types of equipment that can be classified in an institution's plant
and equipment account. Since States provide their own institutions

with special financing mechanisms, there exists a logical inter-

21

29
O

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

action between the avax}able information and the resulting
understanding of how the institutions function financially.

When an essentially public finance system of accounting and
analysis is imposed on all PSE institutions, some serious ques..ons
arise, particularly in v'ew of the potential for misinterpretation
or misunderstanding. 1In the current economic environment, the
peculiar nature of the capital concept, used in higher education
financé studies, has led to an alﬁost industrywide misconception
of prevailing capital requirements, other things remaining equal.
The privately controlled college and university suffers perhaps
more from the established tr~dition than does the publicly owned
institution. But in both inst;nces, the capital concept and

dimension offer tine pivot for future sound financial viability

- analysis.

Thus, when the broader State and national policy concerns
come into play, it is not “he institutional survival that is
brought into focus, but the total current and capital resources
that are required for the optimal achievement of the key policy
concerns that matter at each level. Before mentioning some of
these policy issues, a few words are in order about the scope
of PSE.

The Score of Postsecondary Education

Financial viability in PSE is a functicn of the nature and ot iec-

.

tives prevalent in the industry; but it aiso is a function of the

very scope of PSE proper.

The PSE industry Is a vast enterprise encompassing all of higher

education, the proprietary sepgment of post-high school roational

22
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training, Lhe formal training and education undertaken by private
businéss firms, labor unions, and goverhment agencies, and the numerous
educational and training «fforts carried ouvt under the auspices of our
armed forces.

One of the Important issues is not merely what is meant by the
financial viability of this large Industry, but where the limits will
or should be drawn for data gathering. Are.we satisfied with the
boundaries defined by the recent higher education and PSE legislation
and, accordingly, is PSE cicumscrfbeﬂ by those institutions which now
qualify for Federal (and, in certain instances, State) support? Or
should data g:-thering encompass a less restrictive view and consider
the broader PSE dimensions?

PSE serves many constituencies, and a number of central policy
levels can be distinguished. Traditianally, we think of Federal,
State, and local government interests and policies. 1In addition to
the legitimate concerns expressed by educational inst?tutions and their
clients -- ameng whliich students figure promirently -- industry, com-
merce, and labor are also vitally intereste' in how public policies
affecc the educational enterprise. Last but not least, taxpayers have
a stake, if not always a direct voice, in the matter.

It is possible to give PSE an arhitrary scopé as is the case pre-
sently if one starts with the established legislation. Accordingly,
certain educational activities chiefly carried out within specified
institutions, both publicly and privately governed or 6wned, will be
germain to the analysis. Ary evaluation of relative success in achiev-
ing national, State, or institutio 2l objectives will then have to be

judged within this rather precise but limited contexcu.
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On tae other hand, it can be argued that the broader and perhaps
less—well-defined PSE scope may be more appropriate in the analysis or
certain objectives, particularly at the national level. Since 1uall
employment considerations in the field of economic policy may hove
sonmething to say about or to do w'th educational activity (its qualitv
as well as who is benefiting from it and who is being left out), the
broader—-scope detinition may be most :ppropriate. on the other hand,
if the question is how well certain Federal student aid prugran'arc
accomplishing their purpose and how the monies are flowing through the
PSE industry, the narrower scope concept may be adequate.

Thus, once again we are con{ronted with the necessity of knowing
the particular policy issues and educational objectives before we can
correctly define the exact scopg of what we mean by PSE.  As is the-
case with the tinancial viability concept, the e¢xact meaning may change

depending on the type of issue under study.

B. Key Policy Lssues

We sthL not attemji to produce ticre a cumplete list of the © o
policy issues. It is safe to say that lists would ditffer dercending on who
is asked te compose "hem.  Nobt only have we been selective, but our main
purpose I to credte a fouatation for the noext two sections ol fhis paper

l. National Policy lIssucs

Althouph the national agenda for PSE is probably quite long, we
shall select a relatively small number of more or less obvious and
traditional topics.

a. Sonme consider access to PSE to be one of the new basic rights.

It it is not that, mavbe it can be called a general ‘expectation,
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Access has a rvather .specific meaning when we consider the

legislation anua supporting appropriations that are intended to

remove some »f the financial obstacles that prevent entry for

[
1

some citizens. low many qualified citizens wint te enroll in

’

‘established ¢°SE institutions and programs? How many of these

applicéntg are denied admission because the financial means are
lacking at the combined Federal, State, and instituticnal level?
While these may Se obvious questions policy makers would like
to have answered, is our present statistical appagatus adequate
and appropriate for producing a reply?
b. Somewhat more difficult is an answer that concerns another

value cherished by Arericans: free value choice. Accordingly,

it wmay not be enough to be guaranteed the opp%rtunity to enreoll
at some -- preferublx, sor the taxpayer, at a low price --
institution. Rather, the expectat;on may be to enroll at cue
institution of oné's perscnal choice.

In “h.s resject, it is being argued by scme citizens who
count themselves among the middle class that they have ' 2en locked
out of certain higher-priced institutions because of a combination
of inflation, income téx policy, and arbitrary legislative and
administrative student aid policies. Although some ;tudies sho'r
that there is no significant difference in the income distribution
pattern of students' families when different types of collegsg_and
universities are compared, th suspicion remains that the last word
in the debate has not yet been spoken. The frcc‘choice issue
remains a topic for policy research, and thus ample reason exists

tor appropriate statistical data production on either an ad hoc

or an ongoing basis. 25

33



¢. The problen becoses cven more complex when we add diversi
as another majeor notional issuc in PSE. In this connection, it
is said to be essential that there be an adequate == some use the
word "optimum' -~ number of institutional types so that progran
diversity car. be assured.

To some, divursiLy‘muans that there always be publicly and
nriviately controlled institutions in PSE. It that is the case,
then the prospects inherent in population -rends augurs badly for
the private segment of small colleges du;iny “he middle and late
1980 's.  What are these prospects, how will population trends
affect PSE, and what kinds of institut! ms wili suri.r the most?

.
What kinds of remedial actions, if any, can be taken at the Federal
lewel?  This issue raises most directly the tinancial viability
question at ti-e individual institutional level. :

The issue of program diversity is for many reasons ‘more inter-—
esting than the public-private diversity question. 1s it a
mitional responsibility to make experinmentation possible or should
it support the true and tried? Where is iunovatiosa more tikely to
agceur, in private or public institutions? In larpe or small
col lt')‘,c}l?

biscussions concerning programs almost always lead to questions
ol how mnuﬁ they snould or would cost. Thus, if program diversicty
is an important national issue for PSE, costing also becomes an
1ssue as well as o onecessary adjunct.  Tils tu turn has cousequuences
tor th- type of statistical footwork that needs to be undertaken.

d.  Another major national concern centers on the continuing ability

ol our c¢ducational institutions to provide the talent and know-how
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for pure and applied research. At times, one hLears that we have

many research centers and research-capable institutions other than
the research universities.

In the past, tle leading role of research univergitieq in
prodicing the capability for an age oi supes technology has been
taken for granted. Recently, both super technology and some of
the university work have come uader question.

Whatever the answer or outcome,’wc must. assume that research
universities will continue to he cxpectcd to perférm essential and

fundamental work in the pursuit of new knowledge. If these insti-

tutions .:rc to do so, we must underétand what is meant by financial
viability in the carrying out of such a mandate,

e. Closely related to this is the role some of our universities
have played in tﬁe field of heait' rerearch and hospital care, as
well as in training doctors.

Much has been said about our doctor shortagr. Whenever there
are st ages of fundamental services in an economic system, we
are inclined to conclude that the system is not performing ade-
quately. It (s probably quite safe to say that our national pro-
duction of medical personnel has been auite inadequate for many
years. The evidence lies in the large number of foreign doctors
who serve even in the armed forces. But even if the preceding
statement stould be disputed, health is a national peolicy issue,
adequate hivallh persounnel and services is
also a national issue. So is the matter of health science and
research,

At this point, the financial adequacy or viability problem

27
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assumes rather frightening proportions, since it céases to be a
matter of how well a given set of educational institutions are
doing, and becomes a question 6f how well the national econonmy

is Jelivering its health services. .When it becomes the national
policy to cont: n the rise of medical costs, it is difficult to
know how this can be done without sdequate knowledge of how the
health industry functions aud what those in it are doing; N

Since we have buried the finances of universi*y hospitals
amonyg 4 more or less miscellanedus catgory of revenues and expend-
itures, it may be fair to ask whether anyone knows what it means
when these hospitul-int:ﬁsivc institutions report their «anual
revenues, uxpenditurcs, and balance sheets. The case for a
separate reporting is overwhelming.

f. Roecen:ily the Nation has bcen alerted to environmental concerns.
Some time back, national defense or national security was an issle.
Now, the decline in known fossil fuel reserves is in the news. The
agenda of gpecifics will change over time.

However, the need for adequate scientific manpower and know-

how does not chauge all that much, Rather, we seem to run low on

R
.

imagination and money ..aen dangers seem remote.

It is therefore of some importance that a climate for impartial

inquiry and debate be fosiered in the Nation, and the Federal govern-—

ment can play a role both in monito;ing what is happening and in
cucoutaging thuse whu vtganize of aideitdne these activiiies. e
are not . .ggesting here that the pursuit of academic freedom is all
that matters. We are talking about the neeu ror ongoing efforts,
for continuity in research work, in personrel devclopient, «nd in
3ty

institutional support. 28
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This Nation has been proflipate with its resoufces. It thinks

-

nothing of destroying entire factories or industries.when there
appears to be no immediate reason for them. And we turn the
Federal research morey spigot on and .off with abandon. As if

- L s
scientific cadres‘once.disbsv4ed could so easily be reconstituted
We are a nation of crash prdgrams and emergency task forces. May-
be Fhe time has come to practice coucservatisn in known scientific
talent.

And with this goes the conservation of institutions that
nurture the talents of scientists. To study and undersiand wiat
this may mean in different fields of endeavor is to help answer
the question of what we mean by financial viability ir certain of
our most prestigious PSE institutions.

Other Policy issues

a. Since the States are, in fact, the responsible bodies for
the delivery of PSi services -- particularly ii. highe tucation --
2 primary issue is how each State plans these educational activi-
ties and then how it finances them.

Statewide planning in higher education has come 5 long way,
but the public knows probably less about it than it should, givon
the fact that the financial consequences fall to a large extent
on the taxpayer. Statewide planning of PSE activities in the
broadest sense is a ucvelty whose cnsequences do not seem to

have been studied systematically anywhere.

b. One of the adjuncts of statewide planning is the budgeting

[N
~

process th:t cventually determines how much money the individual

institutions within the State will receive directly and indirectly.

29



In the final budget allocations the State government defines the
financial viability of programs and institutions specifically
each yea;.

c. An important dimension of the statewide planning effort con-
cerns the interplay Letween public and private institutions. In
a short two decades we have moved from a Nation where over 6N percent
of the studénts were enrolled in private colleges and universities
to one where these institutions barely account for 18 percent of
the students. During an expanding populstion cycle, this change
lookéd less »minous and one-sided tha.. it aczuully has been. Now
we are facing a declining teenagé population and significant
structural changes in the potential PSE clientele, one wonders
whether institutiorzl disappecarance will occur primarily in the
private sector.

Statewide planning must address itself to the public-private
issue, and to this end adequate informatioﬁ on private institutions
is a prerequisite. Many States now have insutficient data on their
private PSE sector, both in its more traditional higher education
or in its broader modern meaning. Nevgrtheless, State policy -
affects puplic and private institutions, often in unexpected ways.

d. An area of growing controversy is how State aid is given to
stundents, and practices across the Nation differ widely. Much has
been written on how to.support institutiéns such that the cost to
taxpayers would be minimized. And the impact of existing formula
budget practices has come under renewea scrutiny once it was dis-
covered that what worked well for institutions during enrollment
growth years tends to have the opposite eff%ct during enrollment

oF g
declines. 30

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

At both the Stdfe-and local level, financial adequacy has broad
area—aggregate as well as nore narrow institution-specific impli-
cations. Except for as-yet small :xperiments with "free" uniQer—
sities, PSE remains essentially an insfitution—centered activity.
Thus, the financial via“iiity question focuses strongly on institu-
tional viability however much we may_;ssert ithat it is the system's
viability that matters.éhvVU all else. Institutional :1inancial

viapility itself becomes a major issue.

3. The Issue of Instituticnal Financial Viability

It has been said that non—-profit organizations will try to maximize

their annual revenues,in order to maximize their expenditures. Another
’ ~

way to put this is to say that non-profit organizations will sperd all

the mcney they can lay their hands on. .t used to be assumed that edu-

cational institutions were non-profit enterprises. With the PSE concept

this no longer -an be assumed.

a. For some PSE institutions and activities, profit will be t e
motive either directly or indirectly. In some instances, espucially
in the vast proprietary PSE sector;uprofit is a primary objective.
Financial viability is in such iéstancesadefined in terms cf the
particular profit expectations and éealizations. Once Gue has
determined what prevailing production functions are and what the
level of normally expecred (or realized) rates of return is,
straiphtfr-ward economic and financial analysis will be able to
nraovide guidance when juduments arve maﬁe atont a particular insti-
tution's financial viability. It'is, of course, necessary to
understand how the proprietary sector of PSE functions, where it

chtains its revenues, and what normal expenditure structures are.
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b. In rte non-profit sector cf PSE, particularly in higher
education, it is more difficult to find a satisféctory answer,
especially one that has the endorsement of those who speak for

N
the industry. Today, institutional financial viability in
colleges and universities is to i very large extent in the eye
of thc‘beholder. And, within this context, it makes a difference
whether the beholder is inside or outside the institution.

The outsider is given preci us little information about a
given institution's financial viability in the sort of dncuments
that traditionally describe the financial condition of celleges
and universities. Not only hLave existing reporting standards not
beer designed to give vs an idea of ineritutional financial via-
tility, but it is eclear that more than financial data are needed
to tell us whether or not an educational enterprise is, in facﬁ,

financially viable.

-

This writer and other: have had some unkind tﬂings to say in
“he past uboui college and university accounting. Quite possibly
our disdain may have been directed at the wrong villain. At
present. college and university accounting culminates in formal
audit reports whicl. serve primarily fidug;a}y purposes. Audits
ident 1y sources and uses of revenues, summarize changes in fund
balances, and report on the distinction betwien restricted and
unrestricted funds. Those who intimately understand a given

institution's finances may be a

inay asle to discern froi {ocmal audils
how v _able -- financially speaking -- it is. But if mo.aey is

seen as a means towards the educational end served by thwe insti-

tution, more information is required. Much of it will te avail-
32 40
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able in the accounting records. Some of it must be found
elsewhere.

c. In a strictly financ%al sense, the institutional viabili:y
question can be answered only within a context that idencifies
costs of production. The national debate on costing is still
somewhat unr-solved, but it is clear that costing wmust reflect

and enorac. what economists call the ", roductio» fuaction."

This means that ¢ sting must reflect the technol gy of insti-u-
tional cndeavors. In 2 complex institation, this turns out to
be a mdcn more complicated requirement than a simple slogai wiil
sush;st. In financial terms, however, the'first step is a careful
distinction and identification of operation and capital expendi-
tures which in tv . can be fransloced intou variable and fixed costs.
In financial terms, the essence of institutional viability lies
in a collese's or university's ability to render fts assipned or
preferred services over time. 1t ;s the go'ng coneern idea, or
what his been called in economics "the firm in the lor: run, '
when revenues are sufficient “o cover ¢!l costs of production.
Higher education has al ars had a problem with its capital
resources, But perhaps never qu.te so seriously as todav. Any
dufinitiuu.nf financial viability must encompass the revenue
“equirements that are embodied or implicd not only in the pre-
vailing teaching-learning-research technology, but in the exist-
ing plant and equipment structure of an institution on the one
~ad and In the operating expenditure st racture on the other.

Other things being equal, an institution has at any yiven

moment a Jo:ward cost liability bLuilt int  ane derived from
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existing plant, equipment, and pro;ram combinations quite
independent of pessible interest and debt repayment requirements

1

This forward 1 ability has two dimensions. First, there is t%;

A
capital c¢¢ sumption or replacement aspect which gives rise to
discussions about how tuch deprer~iation ought to be charged, if
any. Since nct airl plant and ecuipment will probably have to be
replaced, a plan is required that stipulates what will be required.
Second, there is the need to provide efficient or effective up-to-
date technotogy to those whe purchuse the institution's services.
This generates a demand fo- new plant and equipment as well as
tor new personnel arrangements. Thus without changes in the pro-
gram itself, the technolopy ot producing institutional services
may change over time and thus may require additi-=»1 capital
res arces.,

The need for new capital under status quo program constraints
is one of the "lost" ciauses in higher education. In a business
corporacion it would become immediately observable ana would be
meiasured Tully or in part in a number ot wiavs. Those analyzing
for=profit corporations would quickly gain a feeling of how
rdequately they are being financed and how far from ind-strial
Or proup norms 4 particular ccapany has been deviating.

,t All of the above has a significant bearing on the tvpe of
information that might be cotlected from Cime to time n order
to determine whether the system of PSE or individual institutions
i it are financially viable. And when we start with the compre-
hensive institutfonal understanding o the financial condition,
woe mav o he inoa position to piece together what is meant by a

34 12

O

ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

financially viable broader system, be it that of a given State
or the national PSE system as a whole.

4, A Comment on Quality and So-Called Intangibles

The word '

'quality” comes into play frequently in conversations
that deal with the assessment of institutional.performance in PSE.
It is somethfng of a cliche to say that revenue or expenditure re-
durtions will lead to quality deterioriation; and it is con:ersely
just as popular to claim that more money will tend to improve what
is being offered.

To somc extent it i< true, of course, that more money buys more
and often better Lhiﬁés; and with less money the quality of what is
being done frequently does Indeed decline. But by ana large, we know
very little about quality differences, at least in terms of their
precise measurement.

Financtal viabilty questions are to a large extent questions of
how well an educational institution is performing its tasks. And
since teaching and research are two of the most prominent educational
activities, the quality question and the financiél adequacy question
both must come to grips with these two iypes of activity. In other
words, are the monetary resouicos. adeguate for_performing the educa-
tional and' research tasks within the qualicy framework in which a
piven institution prefers or 1+ oxpected to operate?

The pursuit of excellence Ls everybody's claim; how many achiceve
it i{s anorther matter altogether. And on whose terms a given qualivy
og services s to be implemented financially remains certainly a
fascinating question. At times it appears that, in our epalitarian

soc.etv, the rights of individuals (as {n the case of access to higher
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education) are actively supported only to a level of quality common to
such large numbers of persons that one is tempted to think of “low"
common denominators. Aéain, this concern was brought out forcefully
in both Newman reports published during the early 1970's. For policy
decisions that center on the financial viability of in;titutions, the
quality issue is of pivor:! impuAnancc; however subjectively a given
collepe’s or university's edvcational and research '"quality" levels
will be defined.

Nothing better demonharate; the non—financial dimensions of the
tinancial viability issue phan an inquiry into the nature and causes

of "quality" in the activities of educationar institud‘ons.

Statistical implications

Since the data question underlying this paper focuses to a large
extent on Federal policy, some special problems arise with respect
to the nature and scope of the statistical effort that may be required
I one des‘res te understand PSE as an industry or if once must formu-
Late wortable poticy recommnendations. This section will provide a few
illustrations of different tvpes of data or approaches that may be
Nedessiary,

Since financial viability is the central issue and our primary
focus as well, a special requirement arises: the Necessary data
elements are themsclves a function of the particular context in which
the “"tinancial viabilice'" question arises. Althouph financial viabil-
ity is not the primaryv objective in the data gathering effort -— as
dotined, it ©0 o e as to the end eabodied in particular policies --

IL becomes a sort of overriding policy con.traint.
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1. The Relationship Between Essential Data, Information, and Policy

The social science of economics offers a useful illustration
for an approach to data collection in PSE that some would claim

is long overdue. In the analysis of how the overall economy is

performing, "national income" accounting and "business cycle" -
tracking represent center pieces that have become household con- .
cepts. In the monetary manéﬁement arenus, the ccncepts of Ml and

M,, among others, can be found not only in the professional litera-
ture, but in weekly magazines read by the layman who wants to be
well-informed.

All of the data being collected periodically stem from and
cencer oﬁ econonic theories which purport to describe the nature,
causes, and effects of and among key elements or variables. ]
Theories often miature slowly, and {t tdkes time before a given
theory leads to a systematic and functionally sound data gather-
in, effort. The hisfory of national income accounting and of
business cycle indicators is a classic illustration.

soe theories, ech when they have become reasonably well-

' .
entrenched, remain controversial. The monetarist theory of
business cycle behavior is a case in point. But since money is
a key eloment in the economy. data collection need not be thwarted
sinmply because some people believe that nmoney e plnin; evervthing
wiile others hold an opposite or morérmoﬂc\ntc view.

[n PSE s atistics, one of the key prohlcl‘.s is that most data
collection nas little to do vith theoreticat models of how the

U
industry behaves. As a result, most of the available data are
ratrelyv transformed cnslly_intn relevant Information. Even if )/
O
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data accuracy were not a problem and if timeliness of data reporting
could be achieved, the central question remains: why the spe;ific
data elements thgt are being collected? Once one has taken care of
the "compliance' aspect of much of the PSE data reporting and

collection, the fundamental question of function and appropriateness

remain,

Student aid provides us vith an interesting illustratinn. Here
1
& number of significant National, State, local, and institutional

P5d issues come ropgether. We listed access and choice earlier;

manpower deveélopment and planning is another; institutional finan-

cial viability also is in the picture. Now it happens that certain
casi?flows to students and to institutions from a number of sources
all have one thing in common: they enable students to pay their
bills or to attend specific colleges and universities. The structure
of the cash {lows differs among institutions and changes over time.
A singie domprehensive survey instrumeit -- oue of‘the type being
used already experimentally in sevé;al States by independent colleges
and universities -— can be designed enabling analysts to make a
number of important studies that™relate directly and indirectly to
kcy.policy issues.

As things now stand, information on cash flows from and on
behalf of students, can only be obtained from a special survey in-
erumcﬁt and not from already established State and National
survey .. Yet, the policy questions asked rrom time to time in
Washington, b.C., and in State capitals require exa;tly the sort

of information our i{llustration highlights (sece part three). The

verv same information is required for analyzing the "financial

Ly
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viability" of institutions, where cash flow an%lysis remains a
central tool.

Another interesting illustration of why it is important to
hqve cuncept — or theory - centered daga collection comes from
the "financial viability" issue as it pertains to an individual
institution. HEGIS fihanciai data arefso highly aggregated that
certain key information cannot be obtained from it. From the
study of institutions that have gone out of business and of many
who may do so in the near future, it is becoming clear that
gperating _..penditures —-- when compared with those of other,
similar colleges and universities -- are.not necessarily exces-
sively high. Given competitive prices and comparable enrollmeAts,
the institutions in question often are unable to raise the add;—
tional mon.es required for pL6;£ and equipment maintenance, for
interest payments on debt, and for debt reduction. 1In other words,
while their budgets support perbhaps inadequately the educational
effort, they are insufficient in their support of the total 2nter-
piise.

Two types of design chanpes may be negessary if the traditicnai
national survey of co.lege and universit; finance is to help poliuy
makers and analysts understanc the institutional financial condition.
The first change requires a relétively simple restructuring of the
present Statement of Revenues and Expenditures, whefeas the secord
involves the creation of a supplementary Statement of the Structur%
ot Exvendltures by Key Line ltems. Poth changes are i{llustrated
in part three. While the forms suggested are amenable to modifica-

tions, they reflect concepts of analysis that are familiar to
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,

financial analysts in contrast to the more traditional components
t at have satisfied accountants interested in fiduciary reporting.

Indicators of Financial Viability

There has been a rising demand for data called '"indicators of
financial viability." Since our definition of financial viability
has-a mfcro - and a macro-economic dimension, indicators of finan-
cial viability will often embrace both of these also. A case in
pbint is the much-advertised need for an inflation measureg in
PSE.

Kent Halstead's indices are a useful step forward but may not

N
\
be the final word. Whether an indicator is called a PSE Price

Index or something else, the concern with inflation cuts across

a number of policy issues. Among the more interesting aspe:.s is

the relationship between an inflation measure and concerns about

productivity in educational institutions. And this in turn leads
\

to questions on the quality »f educational input and output.

, With an appropriate suriey instrument that identifies expendi-
tures by key line "tems, it is relatively easy to construct indices
both for sub-crmponents as well as for total institutional budgets.
The Halstead cost deflators encompass onlv a portion of higher
vducat ion cxpenditurus,'nuxiliary enterprises and public service
cctivities being left out. This is a much noted shortcoming to
which the Offlce of Education has not responded. For a compro-
hensive analysis, all PSE expenditures must be included. The.
~sapgeTnon-wape structure ot expenditures used in the Halstead
HHFI Index is significantly different fr . that of an all-

i stitution index. In particular, non-wage items loom much higher
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in the Auxiliéry Enterprise component than the; do in the

”Educational and General division. But more significant is the

\

wature of the non-wage items. Their prices often have risen at

very fast rates in recent years. such that the total budget
structure has changed significantly over time. And with the
change ‘n the budget struct;re, the inflation effect itself is
quite different than that described by the prevailing ind.x
series. Thus, we not only are given an incomplete picture of
inflation; we are given the wrong impression altogether.

The need for an inflation indicator for PSE brings into focts
ancther dimension of the indicator-data problem: before we know
what data to gather periodically, we may need some protracted
research a;d testiﬁg on an experimental basis. The statistical
offices working with inflation and other ecounomic indicators
clsewhere in the U.S. Government are well attuned to this need,
and their budgets reflect to & larger or smaller extent the
need for continuing development and improvement of Lstaﬁ}ished
time series, indicators, and theoretical models. 1In addition,
they work closely with the appropriate professionals in *he
scientific community, and together they are continuocusly engaged
in improving the s:tate of zhe art. ,

An illustration of a major joint professional effort that may

be required .s provided by the relationship between any inflation

.
.

measure and the concert of productivity. The first issue in de-

signing an inflation measure for an industry is whether salary and

wage comporents should be mixed together with pure price components.

More significant is the professional debate on how one measures
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3.

productivitv in service indust~ies and -- rnre narrowly —-- how
one accounts for improvements in technology over time, embodied
in human labor, particularly in professorial and other profes—
sional talent. This latter in particulaf is a frontier area of
thought and research to which PSE spokespergrns and policymakers
are only now beginning to pay attention.
Indicator work for PSE in ot'-2r areas represénts a mixture of
the known and similav unknown elements, and futureidata gathering

efforts must take this into account.

The Frequency and Detail of Surveys

While the financial viability constraint appears to iimit the
scope of the pertinent statistical incuiries that will be under-
taken from time to time, our defiiitior sets rather broad boun-
darics for this constraint. The Ltimitations ave imposed primarily
by the policy issues in question.

Relatively few of the policy issues require the surveying of
all of the institutions or individuals affected. 1In most instances,
properly drawn samples will provide the necessary information.

One ~xception may be a survey of the revenues and expcnditures
so that an aggregate picture of the industry can be obtained. But
in this respect, the writer recalls that when one surveyve ;)1 of
the institutions that report to The American Association of Uni-
versity Professors (AAUP), the total of respondents represent
(depending on the year) somewhere between 1,300 and 1,400 insti-
tutfons accounting for about 75 to 80 percent of the monies

involved. These facts may suggest that sampling may be adequate

all the time.
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Once the sampling approvach has been accepted, it will become
possible to tailor survey instruments to the appropriate detail
required bty the polic& question or theoretical problem at hand.

Tue establishment of sample gr ups who regularly report on certain
things has produced excellent results in surveys conducted by ACE,
and more recently by Howard Bowen and John Minter, to mention but
two of the wore prominent efforts of the genre.

A significant effortvshould be developed in the area of statis-
tics that concern ¢o-called occarional issues and those policy
matters that come before the Congress. Here again, the requisite
data will most of the time be limited to samples of respondents
and may preferably be undertaken by special ccntract arrangements.
The problem has not been so much the absence of information to
the general public as the lack of funding and data work designed
to .licit answers for policymakers and policy researchers.

It is usefulrto ramember again that PSE is a complex under -
taking ard that ~T as we define it -- the fiﬁéncial viability “ssue
cuts across broad areas of concern. The nature and quality of the
educational effort is central to data production whose purpose it
is to describe how well the industry functions. Part three, below,
may not do justice to the breadth that hias been suggested. Tt will,
however, attempt to focus on immediate steps that might be taken to
move forward the statistical state of the art toward and within the

sort of framework discusscvd abe.e.
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PART THREE:

DATA COLLECTION - TYPE! OF DATA AND PROCEDURES

In this part of the paper an attempt will be made to set forth in

some detail . data-gathering effort capable of serving the broad as well

as the narrow concept of financial viability described ~ .lier. It is

assumed that, in spite of an emphasis on institutionai data, the broader

objectives and requirements will be met. As in the world of business,

tle institution must be the source for relevant data which the analyst

may then transform into appropriate information.

A

Procedures

l. The writ r knows of no evidence suggesting the necessity for
all-institution-embracing surveys. Tt should be the general policy
that in all instances appropriate sampling techniques be enmployed
for the selection of respoadents.

In view of the tradition in higher education, it may be ap.ro-
priate to retain a general all-institution survey of th. scope of
revenues and expenditures as a means of continuing already-established
time series and bench marks. We do not know enough about the specific
uses rhn; are made by institutions, State agencies, and others of the
data now béing collected. We do know, however, that many recant
virorts nave required the creatior »f separate data bases from those
already estahlished by NCES.

Provided the turn-around can be speeded up (as is the case for

the Department of Commerce Survey of Business data), an abbreviatea,

broad-gauged financial survey nay continue to have its uses. But
we would assign it a very low priority if appropriately designed
sample surveys will be undertaken instead.
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2. It should be the policy of NCES to undertake directly or to
contract for ad hoc policy studies that require objective analysis
and understanding before specific policy recommendations can be
expected. .

We believe that it could be useful if NCES acted as a catalyst
in the collection of relevant data for such studies, particularly
when the efforts have been contracted to outside researchers.

3. It should further be the policy of NCES .o work actively in
the coxtinuing improvement of the nature and scope of PSE statistics,
In this fespect, NCES shoul! seek tae cooperation of other government
agencies and of independent research groups who already have a repu-
tation for thesr expertise in statistical nethodology, in theoretical
modeling, and in specifi subjeci matters that are relevant to PSE
concerns.

4. NCES shculd not attempt to duplicute some of the on—-going data-~
gathering efforts, particularly those that are by now well-established.
We have in mind the work that has been carried out for many years by
ACE, the newer stﬁdies that are being - lertaken by NAICU, an. the
far-reachine data bhsu effort managed .or independent colleges and
universities by John Minter, b; the several State associations of
independent colieges and universities, and by the many State agencies
for the prblie sector.

While we would expect certain similarities and some duplication,
{t would be our expectation that NCES would tailor its data systems
to its own needs, btut along some of the lines which will be outlined
l.)u low.

>. 1t would also be our expectation that NCES would routinely
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analyze the data which institutions are required to report under the
various compliance regula*‘ons issuvec by the Department of HEW. By
this we do not me .n simply that summar.es of the reporte be prepared,
but tth the responses bé studied with ivespect to the policies to
which they respond.

In addition, NCiS could be helpful in assisting.HEW in designing
survey instruments that are appropriaté for the tasks for which they
have been created. T llowing the a~alyses of data, it may be indi-
cated that certain changes should be made in sgme of the survey
irnstruments.  Such changes should not destroy useful tir2 series, as
has been the c. se all tno often.

6. Fially, we believe that it would be appropriate for NCES to
develop a publication of high professional stature similar to the

’

Survey of Current Business, The Monthly Labor Review, or oti.er sucl

of ficial jourrals. Such « publication could serve to enhance the
dia.ogue among = -ientiscs, further the state of the art generally,
ar.d zero in on special issues such as the one to which this paper

is devoted.

Types of Data to be Collected for linanc.al Viability Studies

In this section we shall describe uata pert.ining to students,
to institutional finances, to academic programs and activities, and
to some b.oader industry-wide concerns. Although our final list
of specific data cicments will be rather large, some essentials may
have been left out.

1. Student or Enrollment Data

At present, the Fall Enro'lment survev is an extensive and, in

princ. ple, useful data gathering effort if one wants tce know what
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15 taking place at the beginning of an academic vear.

~

For an assessment of industry trends and conditions it is
important that cnrollment statistics summarize annual events, that
they-reflect the between—term atfrition or net cianges, ard that a
basis ‘be created to relate appropriate annual enro!lment data with
annual Einancial and other sta’istics-

A speclal effort should be made to develop an unﬁualized "financial

) |
full-time equivalent" enrollument figure. 1n the order of comparative

_size, three enrollment figures tend to be used, often indiscriminately:

(a) body count, which tends to be the largest figure; {(b) academic full-
tim. equivalent, which is smaller and depends amcng other things cn
conversion rates used in the translarion of credit hours and part—-time
students; ana (c) financial full-time equivalent enrollment which is
the smallest number.

Some observers will assert that (b) and (¢) will amour.” to the same
thing, but the evidence does not support this claim. And therefore, in
assessing the financial viability of PSKE, financial full-time equiva-
lent enrolli.ent becomes the crucial number. For purpcses of i~ tfitu-
tionai and statewide planning, furthermore, the reduction ration that
lead from (ay) to (b) «nd from (b) to (¢) are usetul and essential
indicators.

In addition to th usual demopraphic and test score variables,
tour enrolimeat characteristics should be prominently analjyoed aad
reported, since they tend to provide information about qualitative
changes: (&) the number of students whu‘haVc submit.ed a complete
application; (b) the number who have been ofticially admitted; and

(¢) the nuaber who nave matriculated but have not withdrawn volun-—
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tarily prior te a specific cutoff time. Some institutions insist
that the numier of aew student {nquiries be added to the list, but
admissions officers hase so many amusing ways of defining an inquiry
tnat one should resist the temptaticn.  The rations of (b) to (a) and
of (c) to (b) repicsent sound planniag indicat rs of - he changing,

.
selectivity and narketiug problem taced by individual tnstitutions.
Retention ratios are auother type of basic enrollment indicator.

The foregoing raises an interest ng question of whether it would

be sufticient to survey iastitutions iy asking for the various ratios

. »”
or whether it 14 necessary to ask for che raw data from which the
ratios will then be calculated. Since this is an area where the
institutions may at times be tempied to "gild the Lilly," it nay be

.

preterable to ask for the raw data, bu to provide space on the forn
tor catculating ti.o ratios.

It has been our recent experience that institutions will almost
alwevs chane past tall enrollment data when given a chance to verifv
what they originally subul<ted. As an incentive for careiul daca
Production, narticipating institutions might be provided a smail sub-
sidy similar 'o the one that used to be available for those institu-
Lions providing information for ihe faciiiiies 'nd space utilization
studlies of several vears apo.
=+ Student Aid

inoappenadizc A, exhibits Doand 2 il frate o tvpe of survey that
we o are recomnending as oo anncal or bi-anaval endeavor, preferably
the tormes.  The data elements address themse ves Lo a purt.sr of
vital poiicy issues. BXDIo1 1 1llustrates what the survey instruy, -

ment might look like, and exhibit 2 describes an institetional cash
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flow analvsis that can be derived from it. A number of other types
ot studies flow from the data provided by the survey instrument.

e Student Aid Survev Instrument. Once the separcete time series have

been established, the loneitudinal analwvsis can describe -- awmong other
thires -- the cnanging structure of institutional cash flows from and
on behalt of students. Since this witl vepresent in excess of 50 per-
cent of the revenues for independent institutions (in some instances,
the figure will go a: high as 8% or even 90 percent) . the detail adds
up to an understanding of a signifi:ant segment of PSE finances.

b. Institutional Cash Flow Analysis: Revenue From and on Behalf of

Students. ror both the survey inastrument and the cash flow analvsis,
some definitionzl problems will have to be ironed out. FExperience
telle us that institutional! practice differs widelv and that, in spite
ot what some ot the audits claim, certain details are not always casy
to obtain, The unduplicated number o recipients has caused difficul-
ties i the past, and wmany colles:s appear not to be able to provice
supaTate intornaiion on restricted endsument income used and oun re-
stricted girts.

In the past, it has been traditional in studies about student aid
to relate it to vither tuition and fee revenues or to educational ond

seneral revetes.  But since it has become genera! practice oo assig

v
]

n

student aid in terms of & student!

s total cosy of attending a o lle-
viate institution, it wakes nore sense for financial viabilir, anatvsis
to tre to celate student aid to totel student charges, and thus to
student=generated revenues that include o least the tuition and rees
charped, reveanues reccived from dormitory charges, and revenues tfrom

cood service operations billed to students.  This requiremeat
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restricted revenues?  What percentage and number of students receive i

apparently causes consternation in maiy quarters and a certain amount

of controerersy. Apparently, some institutions cannot come up with

the information, which is puzzling when one consiczars the audit

standard requirements, partfculariy for residential institutions. [t

is true that some of the existing food service billing arrangements

may make it impossible for accolintants ro identify all receipts from
students, and therefore a convention may have to be developed. We
have set forth above wha. we consider to be the ideal information

arrangenent,

c. Ad Hoc Student Aid Analysis. Among the numerous ad hoc student

aid studies that might be undertaken, we should like to mention one
tnat has considerabl. potential as a long-range planning variable as
well as an indicator of changing fionancial viabilitv.

When one reads the higher education literature, the perception
is created that colleges and universities have a specific price which
they charpe their students.  in fact, ecach college and cach university
charyes numerous prices to those who receive aid and one price to
those without aid.

The discount structure varies over time and can be a cioase of ~
improving or worsening financial health. We can :;skkmu or all of the
tollewing questions and obtiain an idea of this discount structure:

As a puercentaye of total scudent charges, what percentage and nunber .
of studceats provide what percentage of cash flow?  What percentage

and number of students reccive what percentaye of aid tfunded from

wiat percentage o aild Trom unrestricted fnocitutional discounts?
I't these questions are answered in the forn ot o decile distribution
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~f students receiving aid, as pictured in 2ppendix A, exhibit 3,
some very worthwhile institutional as well as aggregate irformation
could be obtained which now is generally unknown.

This sort of detail is not easily available and requires a special
resenrch effort and perhaps some institutional subsidy. But once
the institutions tave set up their systems, repeating the survey will
become less onerovus. As a long-range planning tool as well as an
instruwent tor financial and student-mix analysis, this type of study
has built into it considerable versatility and potential.

3. Institutional Financial Conditiun

Appendix A, exhibits 4 and 5, pulls togecher a few of the key
financial reports capable of explaining the financial condition or a
collepe or a univchb(y. The exhibits reflect what a number of incti-

F: A
rutions have been trying out duving recent years, and they illustrate
wiat ‘s being studied in a special research project undertaken by the

writer with the support of an EXNON Education Foundation grant.

a. Net Operating Expenditures. Exhibit 4 builds on the traditional

college and university finance (current funds) model, but supplements
it by identitying certain key line items which are presented in their
coasiderably truncared form. Subject to obvious definitional require-
ments, the format will be ecasily understood by -accountants. Among its
many tses, one will be its application for cost index calculations.

In addition, the format will permit interindustrv as well as intra-
industry comparisons of expcndi ure structures. The divisions alony
the horizontal dimension of the table might be refined from time to
ions {1~

. . .- . . . | S e e -
Liie 1 n oad ftud .\Ludll:b, SuCil Lital Uiie suo CiIC e L anes

Student Services, Institutional Support, etc.) can b2 analyzed in
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preater depth,
b. Stayges in the Current Financial Condition of Culleges and

-

Universitices. Exhibit 4 (lines 1-20) ili'ustratcs a tvpe of repert
that more clearly desceribes the institational financial condition
than prevailing audit practice and the present HEGIS financial survey

E2N . o~
are able to do. The fora in which we present the concept does not
distinguis between "ru.s:trictcd" and "unrestricted" revenres and ex-
perditures, but it would be relatively casy to add this dimension to
the table.  The sane is true for exhibit 4.

The mosce comnplicated aspects of the table concern the capital
charye on the one hand and the separate line (17) 1or unrestricied or
expendable income.  The latter simply refers to gifts and other income

1
that would anot be & part of the normal budpget because they canngt be
easily foreseen or documenied in advance, or thev may be of a cyciical
nature se that they canor be counted on each vear,

The capital charye raises the issue of lonpg-term budpet planaing
for plan renovation, equipment ro | iacement | new equipment purchases,
and sach annual additions to long=—term asso's as library ;u:qui'sitions;.

These are normai annual bu\llgct elements, but institutions differ in
~

"

A
how they treat them for purposes of accounting. Oiften, there exist

separate "capital™ budgets and all or most of these transactions .n-
volve the plant account.
Colleses and universities have coiqed the term "deferred main-
tenance” tor what is a muck broader problem:  the lack or <dequate
W
cish o lows ror proper plant and equipoent 1on wal and, directl o1
mdivectly, inadeanate new canipmopr hadeore

Arother aspect of the issue -- and it is more and more often

Ut
o
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seen in this lizat -- is the capital depreclation ¢imension. Some
colleges and universities are incorporating depreciation charges
into their annual budgets. Financial adequacy or viability would
rhus lﬁcludc a concern for enough annual revenue in svpport of such
depreciation charges. Unfortunately, on the whole, the charges are
small and assume very long time spans for(FﬁHfﬁl renewal.

Eut whichever the point of view or approach, a separate capital
chirge illuminates the nature and structutre of a given budget. The
first page of exhibit 5 spells out in greate: detail what this is
all abour. ththcs‘one agrees with the notion of a bottom line or
not, governing boards are entitled to know whether or not their
institution has produced adequate cash flows during the year and
over longer periods. The issue i: not whether tevenues balance out
cxpeaditures or vice-virsa; the issue is whegher the institution {is
#bl» to function preperiv, This exhibit may not be the last word on
the cubjoct, bGt jt av least i;lustragcs the type of data-gathering
thrust we believe siviuld be initisted on a broad enough scale to
enable analysts aad policy makers te begian a dialogue on just how
viable are institutions =f PSF aad the industry as a whole.

¢. Changes in Fund Balances, Expendable Reserves, and Other

Institutionai Indicators. The last part of exhibic - {iinesg 21-29),

concaing a list of items that further belyp Lue clarifviog the finan-
cial condition of institutions as well as of the induastrvy.,  Some of
the variables follow traditiconal accounting practice. Crhers are
pointing toward quality indicatore.

We believe that exhibit 5 illustrates cun ares of ita gathering

xR
e



and research where NCES might act as a catllyst among many groups
in an efforL that eventnally produces a growing consensus on types
of inuicators designed to describe the behavior and evolution of
the industry. The coalition.work undertaken recently by ACE in
this ;esncvt appears to be very promising. It is too early to
expect ‘an authoritative list of variables and ratios for which sur-
veys should be conducted. Exhibit 5 merely ilfustraLes what we have
in mind. A major theory-building effort is required bafore we can
be satisfied that the right elem;nts are being measured. )
! 0Of special significance may be the work recently started by the
National Center for Higher Education Management Systems (NCHEMS) on
productivi:y in higher edvcation and on educatiocal outcomes. Some
of the data elements identified in exhibit % are pe -haps terribly
perfunctory, and the NCHEMS work is pointing to a variety of sophis—
ticated variabl2s about which relatively little is known today. We
believe that NCES has a stake in assisting and facilitating the de-
velopment of models which in turn will be "he basis gor future on-
going data gathering.

d. Additional “omments on Typrs of Analyses. The definition of

financgal viability set forth ecarlier in thisArepor; makes it very
diffécult to spell out in detail what types of aniiy: es may be re-
quired. We have suggested several broad policy issues in part two.
Each would permit o; require a number of differer. kinds of analysis.

Although the point of view ray differ depending on whether we are
N
contfronted with Federal or State policy issues or with institutional
\
concerns, often the analysis mav in fact be the .ame. The preceding
1f -
{
tables and illustrations already sugge t very specific calculations,

54
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In rne remaining pages of this paper, we shall limit _ourselves to
some additional references and examples.

l. Federal Policy Issues and Related Analyses

NCHEMS was asked a few years ago to convene a conf rence at Key-
sione in order to identify a research aghnda that m’ght be the basis
for future policy analysis and guidance at the National Institute of
Education (NIE). Later, NIE reviewed and refined the Keystone Report.
More or less Independently, but also in response to NIE interest, a
coalition of professionals in higher éducation research was asked to
put*togcther a similar policy research agenda. ERIC was designated
as the ed}tor »f the documents thét were assembled under this effort.
On a narrower plain, NCHEMS has submitted to NIE its own research
agenda and program in its direct relationship to NIE as a Research
Center.

Common to all of these NIE-inspired efforts was In part an in-
terest in research pertaining to institqtional tinances and management.
Generally, the point of view for research to be undertaken in this
area remained relatively narrow and centered on institutional health.
But here and there the broader dimeﬁsions suggested in part two of
this paper are mentioned. We believe that the agenda papers referred
to should be studied carefully. We Joubt that we cculd add much more

than is alrrady contained in them.
!

Nevertheless, it may be useful to touch on a few ecxamples of
policy research that may become useful during the next several years

in view of some of the demographic developments that are beginning to
L]
» have rheir impact an infer—coallegiate comperir{fon (hy which we do o

Y

mean Sports).
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4. Access, Choice, and Pricing. Enough time and money has been

invested in student aid at the Federal and State level to enable
researchers to investigate not only how the original policy objectives
have been implemented, but how well the policy objectives have been
achieved. -

NAICU has begu. a major effort to;a:d fipding answers for the in-
dependent sector of higher education; to date, there does not appear
to exist a comprehensive effori encompassing independent and public
ingtitutions. Furthermore, since the NAICU is concentrating on higher
education, it would seem to be appropriate and timeiy to include other
PSE segments in the analysis.

The NCFPSL report contained some informetion on income distribution
and attendance in higher educational institutions. At the time, the
work was severely handicapped by a lack of information. It may’be time
to make another effort at a’serious stud; describing the distribution
of PSE attendance or enrollments that emphasizes such things as the
racial, ability-to-pay, and preferred program mixes throughout the
system rather than merely at the higher education lev:l.

Finally, it would seem to be timely to think about research that
assesses the broader connotations of the PSE concept, describing cthe
nature, present scope, and future ,otertial of :ihe i&dustry from a
variety of points of view and in terms of several specific policyv
questions.  Such a study could be helpfu:, “vr instance, fn develop-

ing public policy proposals to fight teenage unemploynent.

b. Productivity in PSE. The productivity issue wi'l not go away,

and its ramifications are numerous in an age that worri~s about in-
flation but does nc know how to meazsure it properly in service
56
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Industries. We somettmes say that our present . _ring devices are
the best 1n existence, however imperfect they may be; this should
not be viewzd as much of a consolation when we cuasider both the lerge
sums of money wnat are ~t stake and the nature of what we are looking
at: {o w' ., the education of our national manpower and citizenry.

June 0'seiil claimed that her studies show wo significant imptove-
meas in higher education preductiviry between 1970 and 1967; she may
be correct brt admits tnat she does not know how to account for quality
improvements that maw have taken place. A concerted ¢“fort to study
the productivity question in education would not only seem to be a timely
undertaking, but a4 crecial one whose {mpact would go far beynnd cducation,

¢. The Cost of Complying with Federal and State Legislation and

Administrative Regulations. NCES has recentlv announced that it would
4 b

study potential compliance costs stemming from legislation concerning
the handicapped orn campuses. 7There is a need tfor mere comprehensive
studies of compliance costs which are having a gencrally inflationary
impact on college and university student charges and on collegiate
tudgets.  The model for a broader study could be the one undertaken a
few yoors ago by ACE. Lt might be useful to include the regulatory
impact of the States, about which relatively little is known.

4. Capitol Requirements. PSE instituvtiouns are experiencing a signi-

ticant capital shortage. This is not for funds for new plant projects,
the demand for which has been dectining soﬁewhat. The shortapge exists
in replacement and renovation funds, ¢s we hiave mentioned above.

Uur varlier exhibits have been designed in part to help provide

duswers in this area. It is estimated that when we take into acc - .ant

a retatively slow 50-year depreciation based on original costs, all
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but a handful of institutions would be running annual deficits. This
under-financing is a serious matter affecting the qu.litv o7 current
and quurc cducational output.

Given the pecouliarities of thought and accounting practice in
aigher education, this phenomenon hardly ever surfaces except through
the cuphemism of "deferrcu maintenance." G.R. Wynn and I once estimated
the problem tor 48 four-year liberal arts cclleges and discovered that
the total 1970 capital requiremcnt exceceded $30 million for the group at
original covr and over S46 million when ad justed for building cost in-

tlation.

2. State Policy Research

Based on whet has been wr.tten above, it is our recomaiendation that
studies bhe under:-aken which deseribe (a) how the various Stateplanning
procedures are .unctioning and (b) how the States are dealing with the
public-private college and university issue set forth earlier.

¢r special use would be some specific projections of individual
coi.ege enrollments in thosce States where there is a significant popu-
larinon of ‘adependent colleses. Two types of projections might be
attempted. First, it would be useful to provide information on how
expected underyradua ¢ enroliments will affect public and private in-
stitutions, other things being equal. Secoud - and this is probably
@ more sipificant project = studies might be iniviated for estimating
the financial impact on groups‘of fustitutions, public and private, of
certain specific assumed enrollment trends.

State-wide planning might furtheraore be given 1 boost by surveys
ot institutional plans, both public and private, in crder to submit

these plans to some critical analvsis br studying their aggre,ate
58 6() .
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tmpact. Rather than the recent projections of higher education
enrollmeits, rcevenues, and expenditur@s published by NCES, Federal and
State pol{cy night be served best by & series of impartial analyse: of
existing plaas in order to determine whether they add up to - feasible
total solution and to identify total funding requireme ts; or to deter-—
wine whether the sum of the plans represents, at best, an illusion and,
at worst, a set of activities that put into question the existence of
key PSE segments.,

A spectal problem area in State-wide pianning, as mentioned above,
is the bulgeting procesc and, particularly, rhe several funding
approaches or formuias used (o assign tax revenues to educationa. in-
stitutions and students. Every researcl agenda this writer has seei.
sc¢ems to contain recommendaticns tor prejecte —-- ad hnc or contiruing
onvs == that desccibe ana evaluate existing practices and, when appro-
priate, recomwend improvements.

There Is a role in Federally sponsored research vis-a-vis State-
wide planning efforts, particularly wich respeét to the impl_ mentation
of Lationsl PSE policy.

5. The Institutional Perspective

The exhibits contained in part three, cection 1I, speak amply to
the institvrional perspective. It i our belief cthat a national data
pathtring effort which fecuses on financial viability in bo;h the
broad and narrow sense used in this paper need not have & prircarily
institutional perspective, except in order to elicit information
aboul institutiords that will be germane for Natinnal and sther policy

intormation.

From timne to tinc, the Covarese will be incevewtsed in the survival
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of a specific institution in P'SE. This writer believes that this is

an inaprropriate concern except where it involves the military academies
and other educational institutions that belong to the Federal Government.
But since the Congress will not necessarily agree witi, this view, we
should at least hope that educational concerns rather than finaneial
survival will be central to the decision.

I' conclusion, we should like to mention one type of study that
aight be sponsored vigorously at scne Federil or SLape level, but with
an essentially institutional frame of reference: ficestigations de-
signed to determine how specific colleges and uaiversities carrv out
their missisns, how they eagage in planning. and which it their manage=
ment activities seen Lo werk and which>do not appzar Lo work.

Thi . typ of investigation will probabl: Lt contribute much to
Federal an State PSE policy, but might help odvance the art and sci-
ence of PSE management and thus limit the need for the financin, of
PSi institutions with tax mouies. In (his sense. the responsibility

tor the re carch will most lilely not be with NCF5 but with HEW.
y
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SUMMARY ¥ . LITERATURE

A first glance at the literature tuncerning data collection for higher
education finance reveals that most éf the work available is a variation
on the same Lheﬁc -- the developrent of a systems approach to management.

A closer look reveals that, while the first impression is accurate, the
crange of inquiry is scmewhat broader ond includes . »me valuable criticism
toth of how systems are 'evelopcd and H»f the concept of the application of
management intcrmatio:. systems to higher education.

The National Center for digher Educaiion Management Systems (NCHEMS)
seems to contribute to the literature the most in both amount &ad importance.
lts work emphasizes the importance of cooperative etforts among institutions,
ane between institutions and government agencies.

NCHEMS develops a comprehensive management informutioﬁ system in which

"participating institutions use common data elements. The system s desisaed
to aid fustitutions in the effective allocation of resources, and to provide
data four comparison ou a2 regiornal basis. NCHEMS'S Data Elemént Dictionaries

J

sulde the developnment of institutional data bases, and iits Information Fx-—
change Procedures allow tor comparisons hy cost. NCHEMS also encourapes
dizlogue on the fundamental questicns coneerning the limits of information
and how and where it should be gathared.

A nunter of other authors coutribute a variety of wodess ond systems
to the tields A srrvey of this work reads like the syllabus for a gradouate
sew.nar Ir business adiinlstration: cost'etffe tiveness, progran budpeting,
simula {on wodels, syclems analvsis, cotpater sustens, planping, resource

altceatior, and manaeyemeant fatormetion s. . tems.  The cencepis, tawen larpely

troc busit ss, are mnoditied to apply to higher cducation.  Some articles

71 ~ N
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reise the issugs of the limits of the applicability of thesc concepts
as well as the essential differences between business operations and
educational institutions.

Most of the system dev:olopers adopt an institutional point of view
and address the neceds of the college or university. Some approaéh the
issue trom a funding source perspective nnd-a'k what information the
State agencies and foundations need. While the two approaches are not
necessarily mutually exelusive, NCHEMS is one agency strongly advocating
their meryer.

{he balance of the literature consists f a smattering of texts,
data sources, and a'ternative viewpoints. “he limited amount of nmaterial
o” this nature indicares that the field is still voung. The literuture
expressing alternative views raises some mild con' roversies: is the
system eveloper vutting Lils needs nefore the needs of Lhe decision-
maker, and can parti. - atory metagenment colve some ¢f the information
problems faci~w ad nistrators?

There appears to be relatively ilittle informstion on the specific
question asked by this paper, with the exception of the Secon! Newman
Kepert and papers on the subject of financial reporting.

The tollowing is 1+ comprehensive review of literature on data

ollection tor nicehor education finarce and related subjects.
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Ardrew, Loyd D. Enrichment Analysis -- "A Technique lor Encouraging
Better Planning and Better Use of Resources.'" Prevented at
Conference of California Association for Institutional Research,
1973.

Description of enrichment analysis which shows not only the
rate of increase in cost per studen: by department and program, but
also how resour-«s were allocated within programs. Brief descrip-
ti>n of the devilopment of the analysis and data requirements.

Aunval Report of the Souin Carolina Commission an .iigher Educaticn.
Columbia, S.C., 1972.
Tweive brief reports, one of wiich discusses progress toward
further implezmentation of a Statewide management information system.

Aughinbaugh, Lorine, A., -t al. "Developuent oi Procedures to Implement
EOPS Cost Zflectiveness Standards Model and Continued Evaluation of
these Procedures 'y Sclected Community Colleges during the 1974-7,
Academic Year." cOP$ Special Project 74-101. Nerthern California
Community Colleg. . Research Group, Sacramenio, 1975.

A cecst effectiveness study for California communit: cclleg. s;

inclv tes recommenaations for the implementation of cost effective-
news formulae.

Bailey, Stephen K. "Facing the Accountability Crunch." Planning ftor
Higher Education, June 197>.
Emphasis on management information systems and the limits to
accountability.

Budget and Accounting Manual: California Community Coileges. Office of
the Chancellor, California Community Colleges, S$rcramento, 1974.
An activity-centerrd approach to expenditure reporting which
describes real resource requirements, their costs, and rela  ive use
in each of th: major activities of community colleg: operations.

Syers, Bruce B, "A Managemeat lnformation System for a Community College."
Edvcational Prejects, Inc., Pittsburgh, Pa., 1273.
A modular system anu data hase with the folluwing components:
student, personnel, financial, fzcilities, and community information.

Cope. Robert G., Ed. "Proceedings ot tihe association for Institutional
Research, St. Louis, Mu., 1975 "

Procecedings irclude 83 papers aanc U4 abstracts in 13 categories
inclu'ing: planning and managemenr analysis: financial aralysis;
decislon strategies for management; program budgeting; State leve!
vlanning and analvsis; and simulation models and management iuforma-
tion syscems.

Dor. Robert L. "Management Data Base Develop ent." National Assoriation
ot College and University Business Ofricers, Washinjtun. D.C., 1975.
A management data bare is seen as essen’ "al for a management
informacion svstem, proyram budgeting, program costing, manazemnent
cy objectives, program evaluation, productivity measures, and
accountab lity in fustitu. fons of highef cducation.  The necessity
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of a management data base is addressed, along with the benefits and
limitations it may have for a given institution, and its dévelop—
ment, mairtenance, and use in both operating systems and managemen?
systems. Methods for implementing a data base system are described.
Plans for developing a computerized system are also addressed. 1t
is suggested that at the time a data base system is implemented,

any existing applications th:t are not adequdate or that need im-
provements should be redesigned to ensure improved technology in
both data entry and retricval.

"The Development and Implementation of CAMPUS: A Compter—Based Planning
aund Budgeting Information System for Universities and Colleges."
Systems Rescarch Group, Toronto, Canada, 197(C.

System ".ith the following elements: computer—-based simulation
model; plaw: .ng, programming, und budgeting system; master planning
system; and integrated management and planring information system.

Dober and Associates, Inc. Matrix for Plann.ng. Belmont, Mass.:
Dober and Associates, Inc., 1975. '
Organized format for recording information relevant to tue
formulation of long-range planning policies and decisions for
Massachusetts comuuiity colleges. ‘

The fconomics and ¥inancing of Higher Education in the United States,
A compendium of papers submitted to the Joint Economic Committee,
Congress of the United States, 9lst Congres<, lst Session, U.S.
Government ['rinting Office, Washington, D.C., 1969.
Papers cover a variety of issues from the Federal per nective;
topics inciude equity and efficiency, planning, alternative Federal
finarcial aid programs, and the criteria for public investmert.

Gaither, Gerald H. "Effects of Data Base/MIS on Universi“y Fiscatl
Management .' AEDS Jou. a., Winter 1977, 37-48.
Nxamination of the waragement informaticn system concept and
its impiications for university fiscal management.

Glasscocw, Yavid G. and McKeown, Mary P. '"Participative Manage .ent: lts
Plsce in Effectively Planning and Allccating an Institution’s Data
Process.ng Resources." College and University Systems Exchange,

. Boulder, Colorado, 1976.

. Faced with decicsions on how to most elficientnly and effectively
store and process information in a variety of administrative and
"educational areas, the educational manager is hindered b; 1 lack of
relevant literature. This paper suyggests that the theory, of partici-
pative man gement can be used to reach effective decision. 1r plan-

ning and all cating resources for date procassing. Case studies of
the use of participative management in meking decisions related to
data processing installation. 'nd manigement withir a university

envirornent are presented in th s prper. Hints tfor app.ying this
technique are given to assist o:her educational administrators in
the effective atlocition of scarce iestitutional resources for data
processing. ’
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Gleazer, Edmund Jr. and Yarrington, Roger, Editors. Coordinating State
Systems. New Dirvections for Community Colleges, No. 6. Jossey-
Bass, Inc., Publisher, San Francisco, 1974. _
Articles fccusing on cooperaticn, information «>:.change, and
coordinatioa in jnstitutional rercearch and data collection

Goddurd, Suzette, et al. 'Data Element Dictionary, S<.ond Editfes,"
Technical Report No. 51. Western Taterstate Commission for Higher
Education, Boulder, Colnrado, 1973.

This document identifies dat: clemcnts, many of which specify
institutionally defined categories.

Gubasta, Joscpi . L. and Kaufman, Norman. "Developing Information for
Academic Management: An Alternative to Computer—-Based Svitems."
Journal of Higher Fducation, Juiy/august 1977, 40!'~11.

Discussion of alternative approaches to computer information
systems; omphasis on neeus of decisvion-makers raiher than system
develcpers,

Gullie, Yarren W. "Program Classificatiopn Structure." Western Interstate
Ceauisison for sHigher Education, Boulder, Colorado, 1970.

Systens Program to heip develop improved management systems
and methods of resource allccacion. Related goal to develop
procedures which facilitate excharge of comparable data among
institutions. .

‘fentschhe, Guiibert €. Manapgement COperations ip cducsation.  McCutchan
Publishing Corporation, Berkeley, calif., 1976.

This book intends to acquaint students and profess onal< in
educational manegement with those activities in educational
organizations reyuiring technical, busincss-related competence,
and with selected management tools.

Hersuberger, Ann M., et al. “The Developmeut of the Data Base for Student
Ald: Descriptior and Options."” Stanford w.cearch Inst., Menlow
Park, Calif., 1975.

Discussion of the probleme involved in .he development and
organization of data sources; indicates the arbitrary decisions
necessary in building a data base from existing sources of
information.

Huft, Robert A. "Program Budgetiag at Micro-l." Vestern Interstate
Commissien for Higher Education, Boulder, Colorado, 197U.
[liustration of the uapplication of WICHE's basic Managenent
Information System concepts.

Judy, Richard W. "A Research Progress Report on Systems Analysis tor
Efficient Resource Allocation in Higber tducation.” Tarunto
Unive., Conada, 1970, :

Report describing the major projects undertaken by the
Institute for Policy Analvsis ot the University of Teronto,
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Kevae, T. Wayne. ™A sSondsy op e Feasi! ity o Implenenting: the CaMpUs
Plannin: Model.”  Guar.ersity ot South Flarida, Tampa, 1974,
Adeserintion of CANPUS P8 inciuding the notue

Lounlbeul e —
vision, component strociare, and tile  pul Cequireneniy o Ui

mode s,

Eohrman, Robert K. "academic Planning:  Problems and Possib.lities.'
1975,

Advocacy of planning systems Yor highor cdecatior nanagerent .

ancrican Council ontducation, Washington, .G

Krospsehy Robert H, Rditor. "Legislative Decision Muking in Higher
Education: How to Cet the Focts." Western Interstate Commission
tor Pigher tlducation, ®ouldeir, Coloraace, 1472,

This ce.ferenc: report on levislatave decision=makine Lo - BRRIEERS
edication i primarily concerned wit: *h f acing f celleses ind
unirersities.  Management systems information is provided, and
sessiors were held on "How can a State ret; whecher or nol it {«
petting its aoney's worth.” and "How to allocote funds for varions
scpments of higher educaiton.” However, all of the zessions d.d
rot deal with dollar questicns.,  Other topices that captured e
interest of the wore than 200 legislators, educators, sond s ST
‘oiticials included: (1) relevance in hignev educaticns (2) acadenic
treedom and aliernat.ves to faculty te:

ares; (7)) the primary Tunctions
. of a4 State board of higher education; (&) who determines an iastitu-
U OR's role and objectives: and (5) facts asovt WICuE with particoiar
ecopnasis on fts Student Lxchange Prograns.

Mann, Richard Lo, ¢t &l. "An Cverview of Twe Recent Survers of Administra-
tive Computer tperations in bigher Education." Western Interstat -
Comm®sison for Higher Hducation, Boulder, Coloraio, 1975,

Provides higher education administrators with a general jicture
ot currert trends so that ' ey can compare their erforts and plans
/ vith [h\‘h’\' rends.
H

Manning, Charleec W, ana Hutft, Rober! A.  "A Prospectus on the NCHEMS
intormation Eschange Precedures Inplementation Projeen 1y74-75."
westerr Interstate Comiission for Higher Education, Bouider, Colarade
oG

iIEP (Information Exchange Procedures), develo;ed by the National
Center for Higher Ed-cation Manageme-t Systems, is a set of standard
definitions and procedurcs for colleacting institutional information
related tor  costs of dis-iplines and degree progrars, outcones of
instructional programs, ar? general institutional characterist c¢s.
This pros, »ntus describes [EP by «.uswering the fellowing questions:
1) What is [EP?  (2) How was 1EP developed? (3) What are the
cunpucents of TEF?  (4) How have institutions useda IE! intormaticn?
(5) How does NCHENS support ‘he iaplemertation process, and what
cocts dare incarred by an institution? (6) How does av fastitution
become involved in the I[EP implementation project?  (7) What source
materials are available lor IEP?
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Pl s ion L et , G y Thtnn TP

[ cne arbde o s o T TR M enen . iar ot Do Sl

' Vrooro L. et ot Lnl Conndasion cor Hipher Hdoacatioe ) Bovloer,
Cotorade ) 1oy,
Phe Western iscion cov Hipher Rducati o COichs
cerconding to o c¢ata collection and utilization
Tor the citective e ceasin Ty ocomples institas | ;
G obdosher edueatie J fve commitiee to develon con=
epltial ot el TR : Gomanapenent intormalion suenoos
P To oot tecommendations of this committee ol representatives
Dremoanstitations of hiygber cducation and State aseacies i Uhe Wese
were rediewed od doerepleod v Tarner repres ontative comnlittee. e
b stance o this report v ostits os che basic recommendations o
S desiyn comaitless Dl WICHE Manenes Information Svoioms Vro-
fnoa regdenal co operative H-wear project to encouraye Lhe
devedoptent ol managenent (Gformation soetenms with comnon data clenent -
dinntitations of higher oducation.  The purpese ¢! the information
contems and data bhases Is ot daprowe pabilicy of local jnstitu-
Cions amd e fen to allocate resotre. s more e e Ii‘.’L‘l}’, and e
proviie  owparabie data Toom o througnout ' e repion and eisewhere on
the cost o af instrectiotal programs by lovel of student, de el oo
coutaey and tlele o srudy. The report presents the obhicvtive,
planned and aaticipat d phoses of the jroject, and descviption: o
it reguirenents tor elftective decicion=makingg on thee allocation o
TUsSOUrToes,
. Fadlev, Johme "Mfane & 2ent an Decision=o Riny o Uniwersiti oo: 4

i
Guaatit itive Approach.”  Rdocationad Adminiscration balletin,
Sutines, 1972, 17-21
A search tor more conprehensic narapenent iniornation svstoens

tor assist decision-midkers,
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(RO G New Yers, Saratogs
Snria, o, Y90y,

At e Densoot the TORE G0 T podet iny it certain o mingmem
Do thet omae be coapl ced Lo e redar o0 Lipn hetweon pronran
cltectiveness and related costa,

Calde s Robert G, Fditor, Yan Introduction te Proveam Plennis AN
vy timn cocd Bvaluacior Tor dolTeyes and inmtversities.”  The Pro-
edimp o g Conicerence.  Santa Clara University, Caltifornia, 1970,
Contercrce covering tour obiectives:  define program budpeting,
Stlerpret toe vocabulary of o svstems anialusos

Leve s !

y ddentify the ~anpe or
Lavolvenens, wad appraise the carreat use of program

Porden, Robert J. "Kdti o macizine Manaveeal inrersation Svitern Costs,"”

Collepe aad University Svstens Exchange. 1he Manayerial Revolution
in Hipher mducation:  The le o Iaformation Sy Boulden
Colorada, dees 1970, {arlington, Va.: o ERIC document ronroduct fon

cervicey microriche aunber Eb=ia69475.)

PeiUr cEanes tive proposition that matadement Sotosmation

er collepes avd universities are not acticving their

Tives a1 Suonorting hetter manasennet deeisions 1885
providing mere and hetter information iv a more timel marier. Ao
doConequence s the MS accivity should oe rediece” in oscope, and

stacdardicoe to achiieve Tawer cost ., The e cources that are released

Vel Bette b nsed G osust i instis tional viabilitv.  The bHasics

Lhese set tortio are (1) SIS s 0 ool idea, bul ahead of Lotime;

it
L) MIs was g o solution tor g little understood pretleny €3) colle e
Andinniversities dire wet tire=dependent like business; (w) s ter
cotapenent’” shoule not Yoo ntused with policy decisione; (5) MIS was
b tor vestesdar s centoalized pitaniog; (o) information collectoed
and stoured Lan one o vailue unltes used; (7% 1U"s never too late for a
compreheasive orpanicational Caalvsis; (%) standarlization of common

vperating procedures oo nat L oral hasis s one roore o to lower canpus
. . 1 .

ormation cestsy (9 waethe r craerly o or o chactice, ctrench=ent will

I8 Two o Year (,'u:“l‘u;‘;t'r. Sl Boare o! Kepenis, Mandsenent laprovenent
oirar, Columbus, 19771,
tae of Tive nanuats designed to o pcove sonasenent practices in
Ohlo two=sear o llepes.s iactudes o J8 5o fon ot the plannin, process
aad w bibliographe of plaaning, literatare,
ey

Post.econdary Education fssues: Visihle Uuner. cons onvisidle Anuw.rs."
Western ‘nterstate Commission cor Hipher Ec twation, Boulder, Colorada,
Proceedings of the Sth NCHIMS Netional Inviiational Senminar, 1974,

With some justification, the inabil ity to answer mert o! the
Inportant questions in ipher education o due o the lack 07 neces-
sars information.  But careful examinition of ou-® =many Toacetbed

quention:s sugests that more information may not ohe the only answer,

The National Center for Higher Education danapemont Sysrems (NCHEMS)

has found other aspects t) rhe pustsccondary informacion problen
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Firct, & Lupe communication yap olcea looms betweea lhose asking

the rurdamental grosticns and tnose in the best position to answer
heme Second, intoraation resources do exist, collected eithvr by

t

fndividunl researehers for vurposes of iavestivating a reiativei-
AaTrow speciiie aspr L ol postasecondary ceducation or {0 purposces
not dircct]ly related to posu. ccondary cdvceaticn.,  The NCHEMS be-
Licwee these data can be uscd in postsecondary ediucation decision:
ruicing ouch more extensively than thoey have been used in the past,
[n pursuit ot this hypothesis, NCHEMS callied topether people with
unigue vaowledge *f information needs and information availability
4t all levels: Federal, State, and instituticnal, boti inside and
outside the postoccendary education community. This looument
Gresents soven naje” papers delivered by these peopic at a seming
and tnctuces resconses roosach paper.,

’

Pusves, Ralpin Ao ond Gleany, Lyman a. "State Budgeting ror Higher
Egucation:  Iarcrmatioo Svstens wnd Technical Annivses." Center
2 Roese s meh and Deve Topment on Higher Education, University of
wiifornia, Berker v, 149/0. .

A overview of che tirends in Information and analvsic activities

tvpifeing eavh of the Stite budged agencies in 17 states. Includes
the principal style of bLudge* review; considers the steps invoived
nossiltang up o State-level intormation and qnalvsis svsten.

Rommew, Leonard €0 7 [arermation Eychanpe Procedures:  Overview and Ceneral
Approach.™ western Interstate Jommission for #Higher Gducation,
Boulder., ¢olordo, 972,

The “ntorration Exchinge Pracedures (IEP) project ereates the
capal lity for exchange ane teporting of that intermation, both
ffnancial and otherwise, necessary to calcevlate and evaluaive costs
(1) by discipiine and course level, (2) by student major and stadent
level, and (3) er unit of ocutput. Mcst usern of comparable infor-
matron and analvsis can be prouped inte three management functions:
resource acquisitiots, resource ailocation, and placaing and manage-
ment.  The major benerits o comparative analys.s come from deter-
wintng by didferences exist,  Principles sed to guide efforts in
this area indiciote the collected data shoula (¢ userful to the de-

fon-ing ¢

i and planning process of

vustsecondary ceducation, the
conventions aond procedures for agpregat:ng the data must be uniforn
ond acceptable, and the reportia, a-a exclange should involve two-
wav comunicotion with built=in . dback mechanisms. The twe poases
¢ tha project are concerned with direct costs and tull or allocated

Ri 2, tarv Alan,  "Implewenting o Rescurce Requirenents Predict fon Madel
it Community roll . pes.” Ph.b. Driseortation, Washington Stat
University, 1974,

Al exaninazion ol RRPM conclveding that the computer-based
lons=range oredict on model was an efficivne, flexible, accurate, o0 !
cermonical way of simulatisy a variety of sltesnative condi®ions.
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A Teevhnioal
in the WICEE
Program, at ndition.  Western

o, Chardes Koo Do flenent

Report Concerring finnce

Sanceverent ntoroatron Sue

Poterurate Commiksion rtor T Fancation, Boalder, tolorade,

Thic documert 18 one ¢l the 95 sectlons of Uhe Dato hicrment

Plotionary devel oed as opart of the WICHE Man o vement lntormation

stens MiS) Program. The elements ia this secoion aply te both
the current ouad historical data concernirg finance.  The puopese of
the WICHE MIS Program is to muake it nossinie to derive data which

will be truly compareble tor interinstitutiona! corfparisons, while

alilowing insritutionid autone In such matters as coding ana Tl

stouctare, One 01 e o

Jur purpotes o this sect lon ol he
Divtionars is to ohtain teng.tudin,! Cata depict ing -~ haries i
characiel stios over & period orf tira The criterin for 1tetusiang
ot data clemeats are:r (V) necessary {or completion o Hidter
Fdueatica Gene: 1 "Tatorsation Saree (HFGTS ) (2) Ui ly to he

i

necaed tor the Stadent Flow Model, cos exchange procedures

, dne i
Keswonree Recuirements Prediction Mode.; (3Y necesnare to linx
Cperarionad tiles tosether tor tae Cerivation of intormarion; od

(4
it

sl Lo drsioutions s record Reepiian Che o dots et s oare.

Tutkl oproup; (2) source ot tardse (3) orpasirational ounitg

— e e

teconnt numbery (50 prog cam ddentificationy (e Yoactiona

classificativng o/7) o) vt cras “ification; and {8 do'lar damwans .

Citle, duserintion, ang eounents defiae cach daty olera nt.,
Pnoeddition, the anticipots o ntilite o each-clemes s is indioated,
Tl eong, poaald e U Yhe Teed tor Mupemien el Tonr.al
Fen o ation, November 1971, ni8-9l,
Discuss on oot the problems institutions o b her edias

Aot e dnoapetning for o discuss an the inter wor! st th
SusUon desi,oeed Lo sl oo te sesources and s lan . STl omnny e
!
S lonny Giees A end dackson, Lindae ML, heditorse Edurastion R
DJletionary. nsLitele tor Services o Sducatio o (Dus

I I N

Hiyhes oo faneationesl d v elemestn defive e nd descrited e
! R .

: caca o Jhe e llewing cotesorioar instivetions ) tacnlie s 1 ,

student, poesdicon tae il oties, dnoocedial, cnd veneral o eanation,
Gina, Poul, oer 070 USiatenidy thaeares Toveatoryy T chimie sl Ber vt one,
W Taeerstate Conmient ioe te0 Hicher Hincation, Soulder,
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