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FOREWORD

’ ~

This paﬁer is one of three commissioned by the National Center for
. Edﬁaation Statistics (NCES) as part of the Postfécondary Education Core

[ .
Design Project. NCES initiated the project in response to recommendations

from the postsecondary efucation community. Its purpose was to identify
. arnd set priorities for the concerns of major postsecondary education

-

decision-makers and to translate these concerns into 6perationa1 terms

for 1mplementééion_into NCES data collection aéﬂéﬁities.

nE e

To centrally coordinate and integrate the requirements of data users,
. 1

- 4
NCES sponsored two conferences in Washington, D.C. . The' participants were

informed that,bthrough a series of meetings and,papers, the project was

eesigned té:

v
.

7

3 . .

. L. Iden&ify ma jor current and futire issues and related'data-needs
<\ ,S in postdecondary ed@cation and place them in priority ra?kiﬁg;

2. ‘Separate out those significant issues and data needs for which
o ) —~ . . . .
Ki~l" q?estions.might be ingiuded in the Higher Education General
* . . - . . ' - >
. . L .
" .,Information Survey (HEGIS); : T

P

. S : . -

27/ . 3a 'Exéibfe-through fhought-provoking pépers, the most crucial

. iséﬁes and, their implicationsifor long-term NCES data.

~

collection activities;

, w

4, Translate thq{i‘?ues'and data needs in;;‘;;;;ﬁtional data

cellection procedures; and ' : o
LW e K
; : . . . N )
; : :

-25. Provide both short-term and long~term recommendations for .

. g:'ﬂ"collec;ing pogtsecondary education data. Both sets of
. . L ' ) s " . [ . , . "

v : . SN £ ¢ S

Al
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recommendations were to be gauged for future NCES* data

! collection activities.
»

. In additiotho‘sponsoring the two conferences, NCES commissioned
Y . .

issuer papers in three areas it ﬂeemed particularly -important for consider-

atidn in its future data collection-and dissemination plaﬁs. The papers

_were to be based upon discussions which occurred during the conferences.
The three areas identified as being of significant concern in its future

efforts were: PR . ' .
\ . .

1. Financial Viability in Postsecondary Education Institutions
] . '

2. . Personnel Challenges in Postsecondary kducation - R

3. The Impact of ﬁon-Traditional Students on Postsecondary éducation

LA . ' - &

a

This papef addresses the issue of Financial Viability of Institutions, s N

and was authored b Profe§€or Hans H. Jenny. ' ’ T S

.
\
| .

< ' : S , ,
“‘Rolf M. Wulfsberg ’
Acting Director -
. Division f Postsecondary and
) B - . Vocational. Education Statistics

O
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, . - “INTRODUCTION,

R
[

% : L
i - This issue paper is divided into four parts. The first .summarizes
> { . . . . ~ ‘
e the main issues, conceptgﬂ-and recommendations. The second part develops
_ ( ; . -

. the author's primary thrust. ‘It defines ghe meanings of 'financial ' o

Ay

viability," identifies several key issues, and describes some of the

implicatieﬂs for data production. The third s%gmqnt»of the paper,dwells-

.on, some of the majaribftommendations for ongping stati cal works.' The

e .

’

1

! R .

i - fourth and’ last - the: append1§ - contains sample data ollection aids and
AR

o

\ E .brief'annotate@‘bibliography. ," i ) S
r.' R} \‘ , ‘?h N ‘
»\\"\ 7 . . NN . .
\ . i .. | S B ! . /
T ) Al present .the, ddta equiremen&s that pertain to the financial
\ A * ‘
T viability issue in postsecondary education (PSE) are both complex and --
b ’ .
H ' i J
1. 1if-no controversial'-- unresolved. The complexity arises from.the many
P S—— N . R

4

}egit mate points, of view_that must be/gonsidered. The lack of redblution

4
X

o well-- ‘ : %

A establ(xhed'consen us on what 1is mfeant by-fEinancial viability," either *

. and the presence o controveEsy\exist becaﬂ:e to da there is

\) . - . * \
\as seen’ from’>he broad Federal a#ﬁ State s %gaective, or even as perée ved

&chiﬁ t more narrow .ins itutional frame of reference.
A : ’ ' b =
—_ ’ . > s . . . -

The author hag devoted much of his recent professional efforts to g

i - _ - P
research ‘and discussions desiéZ@H to clarify, at least in his own mind
- . ) . . L ex
if not in thafkoilothers, what might be meant by "financial v1ahility"
*

in*PSE. To this d his experience a personal 1nterests may have led

» g ? 3 o
. *®hin to stress events and concepts'that are particularly appropriate }n gt

>t

ettings of privately governed PSEvinstitutions and- especially those

educatio%

. . /S 3
heless, in this essay an attempt has been\madertoipresent the -

r

XY

Lo




. .
. . . . ,
. ' . BN ‘ P
- e a RN -
-’ ' -
PP . )

argamentg 80 thaf théy are valid --jjéﬂgbme instances; ‘after appropriatel

M

adaptation:and,intériretatzoﬁ l rﬁPbE generally. . )" '

. .- ~‘.1 J . 2 a
Because” of the state of affairs described in‘ he second part of this

* -
2 . . . -t

essay, the data requirghents question has at least two dimensions first

how do we modify existing statistical surveys within reasonably consistent
e

'patterns in order not'to destroy established and useful time series; and

N . L .
. second, how can we speed up the professional dialogw) so'as to bring about.

s 7’ N . .

a workable~consensus not merely on survey methodology but more fundamentally
| .

+0on concepts and financial viability models7 Without this second dimension
| ‘ AN \ N ,

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

LY
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lA.

. ' ! .
. of referente/and of the specific pOllLy issues being studied. ¢

"pefinition %

- ” .
s > PART ONE:
3 v,

CONCEPTS, ISSUES, AND SELECTED RECOMMENDATIONS : - *
S A r . )
' K

.

1. We define "financial viability" as follows: An economi¢ unit
sgcial entity is said to beﬂfinancially viable if it has at its dis-

posal, over time, adequate and appropriate resouﬁces that "allow it
;

to achieve its stated or implied obJectives. ' ’
AL\
_This definition also applies to single PSE institutions and to

- . - [y -

such combi ons as multi-ve;sities; multi-campus public Statefuni- ,

0

versities, State uniueL81ty systems, and gional groupings of

N

collegiate institunions having - common purpos; ‘ . .

P

w ' 2. Given the diyer51ty of settings .dn which financial viabilﬂ‘y

RS

questions may arise, it is essential to understand that data elements

’

and informat\bn gathering become a function of the, particular frame‘

g n ’ : \ .
The-information source will, wholly or in part, alwgys be the
indisidual institutidn or [Lhose agehcies (particularly in .Stay
JRS
ﬂ)ﬁtems) that are specifiga y charged with data compilation.

3. Thelfinancial viab 11ty of PSE fnstitutions can be consi dred

as the cor Y tone in policy analysis and statistical ‘data desig ﬁ )
o . / N l l‘
which tdKes as 1ts/£chs the broader finagcial viability concept. of
: ¢ \ ¢ v °
the above defi:/tionu o .

R 4 [y

) a ’ 4 .
4, In the past, data col}ection ‘eoncerning PSE (and, more specifi-
’ -

<

uniform standards And definition across Ta brpad array~of distinct

educational institutions. In the future, it is hoped that -the
: L L Ed . ' }

. »_ . . 3\ 11- - ‘ "
.sa v "~ § )‘\‘].l



. 3 - . /‘
‘them' represent the point of primary’focus.

N A

¢
\

emphasis will be more on ‘models that Qecognize the individual naturef;

. i . . . ‘ .
of specific types of institutions. - y

Research universitifs and community colleges \have vety little in

»
’

common’ except an accounting syste% that has been M™pesed on the entjre
industry. Fipancial viability analysis requires that the ﬁpeeifie-

t
.

. . A M
missions of “institutions and the educational objectives éﬁfix;ng from

-4

It may be approprlate and timely to consider a financial reporting

-, ‘ .
. Py v

! , 2
format-designed with the partiepdar nature and purpose of types of

\
rl

institutions in mind. gpeeihl”care should be given to distinguishing .

between publicly and?priuately-tontrolkéd institutions, and to relevant v
. [ - - .o o

. . . - /; g
differentiatij within each group. L / . N

“sion'®eyond higher educatlon 1nto\alL-thse educatldhal activities that

memployhbility through manpower development, oﬁ"health and technology,”

5. Thfg{con51deration highllghts the need for defining canefully what
4
is meant ,by PSE.. In its narrow setting, PSE rgpresents a modest exten-
K [ N

!

.meet present Federai (and, °1n some 1nstances, S%ate) requirements if an

-

‘institution is to'berefit fronuprevailing difect and indirect subsidies”

. L3 v
. . y - . ~ .,

and support. . T , o

. . ; ™

In its broader settingé;;;E'is a vast. industry oﬁ\relatively un-

AN

charted and little—resedé%hfd’scope;.embracing educatihnal/ﬁnd restaréhl

e

-~ acfivities in industry; commerce, labor d4nd govermment.all ha%ing an

'im act on the Nation's store of knowledge and know-hew, on citizéns' Tty
p g ’

<

\

o

and on culture in,general. .7 \ - :, ’ . °

P . f
4

Key Policy Issues L S - .

i ' - . v-
«Major.policy issues have,significance at the Federal, Stgte, and -- °
. ’ ' , .

[ 0 - ’ ’ . o 4 ’
! ' : .« 4 x 12 . - , T E
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LY Oﬁ naLional concern, and thus: of 1mportance to Feder&i pollEy-

- . . -

N
P tiona} program§ adequate developmgnt oﬁ science and sc1ent1fic mag-=_

€

-

+ .

ES

effet;ige and less effective financing and budgeting’approaches, and

-

fw, In the coming tesnage nlation“decliné;forecast for the 1980's; "

‘a special problem in this respect is the confrontatien and competition

g’ ’ T e— E v - -

o LY A = AR
< - . o - , .

4 v . . . .. .

- < .

’ docal gove;nment levels; hey,are alsb réieVent to individual institutions.

makers, b“g 1lowfng maJox issues: access,to PSE; free;ch01ce P
l . -
Ey‘students among instifutlons,«diversity ofxinstitutions and educa- ”r{

,~‘.." ’ st ‘J‘ ]

Hooae A Ve . -

ﬂqwer, sasisfacto:y supply ol medlcal serv1ceg'w1th the %id of .. ) . LA
“? : >

N [

#r;operl‘y traiped me'dical pe\rsonnel optlmal medical scienciz de«f[ p— * ‘{\ ’

: ment andfan adequabe.and aEBEOpriate supply of sciéntific and

\ \‘v\. - » ‘ /)\ﬂ
technological manpower Capaﬁle of’ addressing 1tse1f to the changing . I

* v

.- Y
esponsibility for PSE (and es eciall \fof higher ™ ’
N p o y g

education). has been' q\}egated traditionally to the States, the nature

Ie
’
£
”

and scope of statew1de anning is a.ma&or issue. _ s
4 . . ! N . .

L

: R )

L
in a potentially shrinking market between publicly and privateiy con-

trolled institutions. ;@ o ) B v . ~z

‘ 'Anothi; issue concerns-primarily the public sector: what are

which types of funding formulas show promise for keeping publicly -
. q 4 . .
controlled institutions financially viable?

Finally, how States subsidize students through student aid and = ~—"7

< hd -

direct tax appropriations has connotations both for the financial

v%ebility of individual educattonal institutions and for the broadér

. B )
National issues of access and choice.

Py

3. At the institutional level, the concept of "financial viability"

poses certain'prbblems because medsurement may differ depending upon -

: ~ <
Lt . * J (} \



RO A ] : -

Y the type dﬁ PSE ipstitution studied. The pfpprietory settor will,have
N : : . o ‘

- . ) ) >
‘terminology. and- measures that may not - be the same as those normally

-

0
taken fpr graqted ‘in higher education non—profit institutions. And '

thh data collected adong the latter do not seem to be wholly appro-

. M
. s

. -

Ry PN .t"

',priate for' financial viability studies.v .

- : e Although rogvess has been made, a still relatively unsdlved
’ \

question is'h “one ﬂetermines the cQst gf production in educatiomal |

Vd
" other things; is central to)any financial 'viability apalysis. ' ¢

' -

.o institutions. ﬂ%he distinction betWeen fixed “2nd variablekcosts, among

A special.diﬁficulty arises in the fixed cost area,'particularly
with respect to non—human capital: if .a college or .university is to

remain or become a goin%ﬂspncern in the long run, its revenues must
-v ‘ N N ’ . P
be large enough to cover all costs of pfoduction. PSE institutions.
- i .

now do not report their expenditures and costs in terms of a full- *

A ) ) '
capital—cost concept. *

> -~

Financial viability, even in its narrowest meaning, dan only be

'

determined if one has an understanding of the long-run revenue require—

ments under full—capital-cost assumptions. And full costs include the
e . . .

capital replacement or renewal dimension which colleges and universities

in particular have not been required to report in its éotal scope. )
“~

[

4. The quality issue —= ‘and with it the logical corollary of producti—

vity —— 1is also central to financial viability analysis and to policy

.

igssues such as theJones listed earlier. Financial viability ‘questions
are to a large extent‘questions of how well an educational institution
performs its task. .

| At the National and State leu‘i it may be.of interest to know

whether public policy is .leading to "lowest common denominator"

~ X ‘ i"'



and policy dimensions, it is 1mportant to.underst

viability issue arises.

an indicator of inflation in PSE. We recommend that the Halstead
. e AN

Y

’ : v . —_
educational standards. If the State has particular qdality standards

,_‘in mind it will be useful.to be able to determine w\ether or not th\{r

\ . B
’

- ! . ) . I“

'havelbeen achieved. . - L ST

Q . ' A

. . » . . 13
¢ - L . . . gﬁi
. . . - g . g PN .
. . 9 . » - L L.

Statistical Implications ' o P ;o - .

L3

[ N
l, In- order to deal statistically with f1nancial viability issues' ..

. ' / ,
"d’that the data .

: . . . /

elements that may h&ve to be assembled for any s/

themselves a function of the particular context in which the financ1al

rt of.analysis are

Y
N

o

2. "As the Second Newman,Task Force geoprt stated pointedly, much of

4
’

the relevant data gathering efforts will require that a proper theore-
t1cal -or analytical framework will have been establishqs from which

the data formats evolve logically. In much of the financial data— L
. v o ’
gathering of the past, sdch a fnamework has been absent.

Thf? paper and the attgched working_paper (see appendix Ql'set

forth in broad terms’ one type of framework for statistical analysis.

- »

Part three explains 1llustrations of data element structures.:

3. The demand for/ﬁindicators" has been increasing, and among these

-

there are some logical financial viability indicators. One such is

.

/
%

Higher Education Price Ihéeije broadened to encompass the entire
educational institution. Other key indicators are mentioned -in part

III. - )

The requirement for financial viability indicators implies also -

that in several areas protracted preliminary research efforts must be
undertaken. = The fact that institutions or the industry has been gather-
ing data for certain variables does not make the lattes indicators of

’" . . { 7 ’ ) . ; "t

o>

PO . y -




-\

anytﬁing in partipulaf unless empirical analysis ské@s that the
variable ih&eed'tells’us sométhing.significaﬁlf‘ . .

e

-

The relationship that exists between an' ihflation measure in

.- education and edicational productivity fllustrates this point: . there s

is:a-pfelIminary need for concept and model building frod which’ routine

. - . s ' . . . J--_. . .
. ' . : . .

dafa gathering may eventually follow. -~ .

L - \

4 g . -

-

\

cient in contrast to NCES' preference for all-institution surveys.
‘believe that in all but tHe rarest instances’, sample sdrveiﬂf

. . ; . ! '

will é_adequate. There exists an ample methodology for making aggfe-

S r .

Another point of much .past -controvetsy has been on the duestion

of whethelr SF not periodic~;;mple surveys and studies would be suffi- "~

gate, alliin&ustry estimates once the confines of PSE have been defined ’
: _ 1 - :

h ]
L

-

‘for each particular investigation.

’

- / ' ’ .
! R NCES* need not become tthcompetitor of those organizq}}gns -- ACE,

i NAICU, Associations of indepehdent colleges and universities in several

4,

“ -

! - . P ) : .
States, the various State planning or'coorginating bod‘es,‘bnd Bowen
. ; \ Yy

& Minter for the -in\de_pendent‘ sector -— who succ%ly are gathering
data and-undertéking periodic studies from Qﬁich time series can be {,\
‘developeda 'NCES might act as ;fteh as not iﬁ the capacity ofrsub- .
contract issuer and as a facilitator and coordinator of policy s;udiéé[J

. i .
that will assist thé’lekislature. Part III mentions some additional

(\~ aspects of this facilitating and coordinating role.

D. Specific Studies

1. Some 'basic enrollment information is essential for institution-
centered financial viability studies. !;

_ » ’
Three types Pf enrollment dagg¢£re desirable: (a) body countj

N

. ' - 8 -“ ‘} . \,\,
‘ I : 10 -



(b) academic fu11~time equi/élent and (c) financial.fuIl—time

equivalent. All of these should ndt be based, %s is. now the case,‘

. ',;‘ e
that the net enrollm t change~throﬂg§ou£ the year can be determined. b ?

l
v e

“to annual reveny€ and expenditure trends, _ T ;l -

.
,

becomes important. Ip additidn to test scores and other conventional *
variables, we believe -‘that time series on the number of applications, =

the mumber of students admitted, and the number. of related matricula-

L]

tionszprovide’ﬂn ineight into changing marketability, admissions

>

3

//standards, and 1nter—institutiona1_competition. . . ' .

.

Retention ratios are,gnother important ingredient. When these ..

t

N ' i - .
.'and the above information are used in conjinction with. the financial
'analysis,éthe changing institutional as well as industry picture.
I o 3
.
f: cial viahility is the cash flow provided by and on behalf of students. .

»
This is another way to say that, among other things, one must focus

on the structure of stud&nt aid revenues which today have a major - '*l

stake in defining thesfinancial condition of educational institutions.

"Part IIIL sets forth some illustrations of a type of study that

' 3
might be undertaken; the example is one of a survey now already in its

x

fourth year in at: least one State and in its second-ox first year 1n‘

several others. ' o - . o

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

focuses on the internal’structure of the aid allocated by institutions

~ e

ez
17




o - . » .
#/;and'on the resulting "cash (Flqw produced by each‘\&udent. |
o Af . . ! * .
‘;7<j‘3..>¥k'analyzing the financial condition of an individual 1nst1tution,

t 4"

o

%‘Part III{prov1des three exhibits. The first éuggests a ervey of

s . '~

operating expendi;uré% by hey line/{tems.‘ Since this ié\an essential

g7

\elément for developing a total institutional inflatioz measure; it~/ .

< : . '

- would appear to repreeent a log}cal supplement to the present,,fun;:tionalr

12 s, « .
. . W4 . R
had LY

expenditure survey. T e . / o : . R

The secondﬁ%}ep in the‘lnstitutional ang&ysis 1s to determine how ot

adequate revenué?%have been each year or oveb time. Appendix A, exhibit

o >

\ 5, provides the detail that might be studied and- collected. : ?

.4; A special feature of the recommended data format is the need for

+ _"

s . . .
a "dapital charge" concept. Here some intellectudl development is-

t . N -~
necessary and a number.of definitional'problems must be ironed out by

1 the}industrygipreferably in such a way as to guard aga1nst violag?ng
- . .
the ind1v1duality of specific types of inst1tut10ns. /7‘

~

t

The displa of financial 1nformation to this point is such that
;- ’
it will allow jgalysts to group individual inst1tutions according to

. where, in the order of net revenue lines, deficits are beginning to

. b
showpgp.

. . t v
5. Beyond this, the financial analysis requires that a series of other

variables be tracked'regular{y. So;e of these.arevlisted in appendix A,
' exhibit 5. They 1nclude such items as changes in fund balances, expen—
dable reserve balances, endowment investmgnt return, sundry 1nflation
adjusted'revenue and expenditure components, and ;ppropriate program-
and staffing indicators. / ’ h .
}z;we;cgn51der the illustrathns prov1ded as developmental and would

‘.»\',bw
' @E ect the Spec1fics to be altered, more or less depending upon the

typ of institution or the type’ of policy 1ssue\5tud1ed.
10 -
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. 6. Within‘the'broader financial viability context,‘but closely

.

‘related to the foregoing, a few more specific studies suggest_them—\
. . . " 0 " . ) ! '

_selves. One of these would be’natterned after NAICﬁ's present Student

: J ' . . . - .
Aid study which limits the sample to independent institutions. ecause
\ C .

of the,twin major national palicy issues -- access and choice. —- it

is timely to investigate the relative success or failure of the com-
bined Federal, State, and private student” aid efforts, e ‘
h 23 . O ’ s Sa, a )

Another perspective on PSE attendance and access could be provided -

. - , .
by a study of the current mix of students in.terms of family income’

‘. N -

distribution, race or ethnic or1gin, and professional expectations.

- 1 e

7. Of special importance could be a b&oad-gaugedAEtudy vf the PSE

N =t Ry
industry, its nature and Scope, especially in the broader context ‘:fe
defined in gart II. Such a.study could contribute to policy in other
fields, especially 1n the realm of ﬂ\licy for employing teenagers.

_;'8. We eee the need for a maJor effort in educétﬁbnal productivity
and educational ‘outcomes studies. The pathbreaking(; Neill study r\\

N s Y,

ought to be. perfe ted brought up-to-date, and some quality measurer- .

3

- ments should be fintroduced.

' More fundamentally, however, there exists a need in PSE as &ell .
B Fd . . .

as througbout the service industries to come tq,grips with the '

"quality" issue in the measurement of‘pro€uctivity. This i%sue re-

-1guires a.concerted effort of the economics profession.and oflanalysts ﬂ‘ s

inveducation. It is perhaps & matter of oyer—riding §igni€icance; in

that the present state of the art tends to lead to dysfunctional 6£°
« ‘ .

even destructive policy, Qince one of the outcomes is that in the

absence of appropriate qualit easures, qualié} improvement becomes

syﬁnymous whth inflation. (\ ’
- A
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9. Among the special cost studjes that might be undertaken\ we- believe

v

that one focusing on compliance costs" would be welcomed by the

industry. The model for a comprehensive study m1ght o7 the ACE pllot
,_}v

effort of several years ago. - .. . . -, i

- 10. Since financial VlJblliﬁy nalysis must focd% on variable aqf fixedr
ot

l

"costs and»thds on capital, an'ind strywide analysis of future capital

~

requirements basedron existing capital-investments seems to be\a t}mely1

o -

"_éffort. Such. a study might helo sharoen'the conceptual debate o) Qhat

is meant by financial viability. o o . .
LJ . ) ' s et
11. Some mention has already been madQ of policy issues that pertain
. ; 5 L
directlytgo statewide planning. Given the demographic foreca ts for 4

QEwY i

to existing plans and older projections.

%
The possible impact on the 1ndependent

studied as a se;%fate undertaking} or it might be’us to investi-

-7 .

gate the probable impact on certain public and ind D fhn()nstitutions;l
. ,/ - . e

’ s e

ations.

. B ]
This,{ﬂ\an .area where mod>@1ng>coul€ g1ve r;fe toégbme sophi§técated ) .

studiey which, in. turn, might come &p with égli%y recomne
1 . :
A special aspect ofésuch sgudies centers on tﬂe qug of counter-
. ‘:}' *

/ﬂlling Federal policfies that might have to*be implemented given the

LS g
manngr in which the &trates. may be apppqachihg the problegi For

i . b

instande, the studi Q_@ight show that certain States are plann}ﬂéhto

strengthen while others may be.. weakening certain essential 'segménts
of PSE. If\these segments are to-remain f1nancially viable, what
ey :

cotld the Federal role be, if any° o 'i - CL e o N
12. While we do not recommend stud1es or policies designed specifi—

-~

[3
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ffor supportipg throug Federal resourceé institutions whifh have //

-

4 b

e N
become financially unviable, we believe that it might Be usef to’ °

,consider periodic investigations into planning and budge51ngit rough

Ad . Ve

case studies in order to document what seems to be workimg and what o
, b . , .
appears not to,w k. B . ' - = ot
P . WQ . C . ya .
IWe thin in its profe551onal perspective, givdn the ﬁuge

sums invéeted the Office of Education ought ﬁﬁ makl 1ts contribution

.\ _

to the state of the art of maqaging PSE ingtitutions. It can do this

Ty . 3

by fur'pering the profe551onal d1alogue, by encouraglng and, in pant

stitutional management may save moneyvin the long run and it - -

n ;ﬁis're pectl, we recommend that NCES create a perfiodical publi—
9,
ecific-purpose_of disseminating statistical data an

, ~ W
sation for~th
. o) o e

professiona discf%sions. The publication should be patterneﬂ%after

of
such vent&res as The Survey of Cuqreﬂ!’Business and The Monthly Labor

L

Review. Eventually, we would expect such a publication to apiiRr each \
: . : My ' :

month; at the outset, a quarterly journii\:ight be, most ;appropriate.
As in the two publications ‘mentioned

ndicators'degcribing the
T

& ,
behavior of ‘the 1ndustry would be expected to be the prominent feature.

-
]
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PART TWO: e \ Y

oy - . s

THE MEANINGS OF FINANCIAL VIABILITY; STATIST

LQQ? ;MPLICATIONS
;.

. - - . ’ . . .

. . "To develop the data and analysisineeded for informed poli¢gy-making, .

: we recommeénd creating a EEq‘étatistical agency and an ubgradeJ analysis

, - and datigcollection policy for the Education Division of the Department&
Wt Health, Edygatjon, and Welfare} Collection of Fmformation was the ’

.

first role assigwed to the Office)of Education, But today fhe resources,
capabilifies, and support for this tagk fall far short of comparable - ,
b - federal effortg‘to_generate ififormation for policy-making ip economic
policy, employment., or scienceé. The new statistical agency, designed
to establish a new leadership role of the federal government in the -
. collection of efucational data, should integrate the policy analysis
! and data collection functions, now performed by separdﬁe units. A -
_ revised data collection policy should .include an expansion of the
|- . univerge of educating agencies on which data is collected.and a greatly
' ;increased‘pmphasis on longitudingi.studies of the effect of ‘#ifferent
edycational environments on students."1 R . t :
Y .

—This part of the paper contains three major sections. ' The first one

14

defines finﬁncial v ility within the scope o{ PSE. The'secohd identifies:

& 4 .
d the third takes up some, of the implications

fiity and the Scope of PSE

-séve@ai key PSE issues.,

-

) for statistical studies.

v A. The Nature of Financial Via

h »

-To the author's knowledge, C%data requirements questior}\hds ‘not
been asked within the context of financial viability Lince‘thé days of
the National Comﬁis§?§9 for the Financing of Postsecondary Education.

A .

§§he American Council on Education, the National Association of College )

nd Aniversity Business Officers, and the National.Cehfer £or Education )

i

v

nd encouraged

Statistics have for more than a year held conferenc

discussions which, among other things, have focused on the current and

-

future‘state.of higher education statistics. "Although financial viability

was a concern from time to time, it did not p%jy as central a role as it
. - ] )
1Frank Newman et all, The Secord Newman Report: _National Policy and
Higher Education. Report of a special task force to the Secretary of
Health, Education, and Welfare. (M.1.T. Press, Cambridge, Mass. 1973).

: Pl Z:
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. ‘ d t . C ’ ' . |
‘ oes in w assignment \ o 1 o ) \\ N
: Those who are familiar with existiné fina cial—£2§q~rela5§d)

'"“.':7La£étistics in'higher eduga%}z? know that

been -a central issuiyin their design.. I

nancial viability has not"

Ve may be parmitted to-

Y

s AN . ‘a |
borrow a phrase from another field of sobial research, mudh of our

present body of higher education statistical information has been’ and

remains‘essentﬁalﬁy dysfunctional when we raise the financial viability

'_question, It is useful to redall Frank Newman's severe criticism to
. A -
. this effect (see above). In}their then and present form, financial

- - .

and related educational statisticsllack a unifying theoretical or

analytical foundation. ‘
T

This is a seriouscaccusationjas well as a shortcoming. In part

it is explained by the fact that there never existed a mandate for a*

solidly in-theory.anchored higher education finance system of statis-

tics. .‘-. o ! - ’
'

Rather, the requirement has been for statﬂstics that regpondJin

»
lpart to congressional mandates and in part to interinstitutional or

A3
il'strywide consensus. Legislativelir mandated surveys consume a
significant portion of NCES' annual appropriations.
Iy wi‘P respect to financial information proper, particularly those

elements that pertain to institutional revenues and expenditures, a
: : 1 4 . ) .
sharp eye toward funding sources on the one hand and-a concern for

mininum disclosure (lest established funding be jeopardized) on the

other hand seem to have been among the important criteria that pro-
a . ’ . ’ .
duced the pregent system. Another major characteristic of the finance”.

o a L : . :
package in the Higher Education General Information Survey (HEGﬂb) is

the standardization of data elements throughout the industry across

1 LR ‘
3 =




. b : o ) ) -+

what ‘lay well be significantly different (diffefentiated) institutions.
- ‘ ~ch @ - “f ) ' .

It is-only fair toysay also that the NCEéjstaff,has’been_resasnsive *

4 : ; - ’

. . . , \

v : LA .
_to pressures from the o tside and thus has peri cally revised its . |

—

survey instruments. Unfortunately, the pressures exerted higp—led\
repeatédly to what must be termed political compromises The higher,
L education industry must be blamed for p omouing a system of financ1al
> cin k‘

tatistics that lack a”finance- theoretic base (for institutional

-
.

: assessment) and which fail to embody. a soc1oeconom1c theoretical frame1

w0rk (for indusbéywide or national assessment) that describe the
] . 4/

< ’ findncial.ggndition of higher education in any very meaningful manner. -i
. The PSE ‘dimension further compﬁicatés matters, as we shall see’ -

It As impossible, in an essay of some 70 pages, to produce a .

foundation for PSE financ1al tatist1cs that has so far eluded those

1

~ who qprmally speak for the industry; But we believe that we can at

least hint at what some of the concepts and componeﬁts‘of a functional

system may be.. Financial yiability is beth a unifying and a cdnstrain-.

ing fodndation; if we were to substitute another issue or principle;p

a different design would most surely emerge. -

A 4 [
1, The Meanings of Financial Viability
o

i " Financial viability has meanings that depend upon the context ip

which the issue is studied. For policy makers it makes a difference
. . , , ;

)
if we speak primarily of institutional concerns or if we look at

-broader- contexts such as statewide planning or even national issues. -

a. our definition of "f1nancial v1ability" is relatively simple

Y -

an economic or s001al ent1ty is said to be financially/@iable 1f

it has at its disposal3 over time, adequate and appropriate resources

-
I

that allow it to achieve its stated or implied obJectives.

LY

P *
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There is inevitably'a certain subjectivity in such a definition;
. s - . . N '

. 'whht may be "adeduate" or "appropriate" can be matters of jhdgment.

. N

. v
. N ‘ In an enterprise\sEEP as education, where quaiitative factors and /;(<ﬁ

.
¢ . N

intangibles aljound, this should ‘be taken for granted. On the other’

. . .
. RN
- / : : . ‘

_ hand, it may be possible to determine criteria for deiimitlng .

- ~ - - : .

boundaries that help cirpumséribe what is meéan® by "adequate" Eha ‘
. : s

-

"appropriﬁ#L." . N '
. . . (.

o : b. It maygbé argued’that'ahnationalvsystem of statistics for PSE
N o ‘ . N
(or, more narrowly; for higher education) should have a primarily

. . s i . .

( _ nationai P licy‘focus. In this sense, the analefcal framewbrk
- 4

~

around wh h the statlstlcal apparatus is to be construgx/d would
“5 . , ‘1’ derive from the golicy questions and &gz underlying cause—and-

dffect theories that perta1n to key national pol\i? issues. Some

" of these will be taken up below. . ?

On the other hand, education is a palicyimatter for which the

: ¢ L ' L
< States rather than the Federal government have been responsible. .

Even today,. when the Federal {nvolvement is deepening rapidly,
. IR -

the primary responsibility for_PSE,lies with State governments. -

Therefore, any statistical system that .describes PSE must be . e

. designed.in such a way as to, embrace State.PSE policy issues.'
Va ’ N . )

P

In addition, 4a State PSE or a national system represent com-—

ppsites of subsyngms._-Among these, we must d1st1nguish geo- P
+! E X ; .

graphical subsystems as well as\types of institutions with

o v - ‘
specialized educational missions., wgdle policy. considerations
~ ~* * . . .

+ ' may overlap, the fate of major research universities and that
’ . . ’ St ’

- of narrowly defined vocational PSE institutions may require

. very different approaches</ Financial viability models may be "

.

- - \ YT gy
> . . - . . - _— ~




. N

’

-éineralized to a certain extent ‘but the;\also need to taé% into
account the spegific financial strucuures that best . descnube 9~
- - . e . A\

of the relevant subsystems“ . - e

j' R \ . - T . . 3 . ) )
-
. - ~In E&q pastﬁ we seem to haVe takén for granted that thL smallest -

4 1
e o «
" ﬁﬁ entity that matters in" financiad viability analysis is* the "insti—

y s . -
A - , . °

} ”Jtution;' in other words, the partipuldr college or univérsity.  Yet,
A . ’ . / e, - - /‘-v/., -

v ' ¢ 4 PPN
“among some of our more complex institutions, those which Clark Kerr

- - \‘); L v . . - "4 ’

called the multi vtrsities, entities may ex1st ‘whose finahcial ;

.

&

e

s l ;é analysis must be undé§>amg inlminiature, so, to speak if one wdnts
: o
to understand the meaning of "f ncial vigbility" in the broader

-

-setting of the legal university‘unit.f

- . .
e 3 v

‘The mult1versity setting ogfens an apprqp\iate illustration

L4

of some of the dimensiofis that may have to be consider d whep the

: - financial viability ncept is applied to indiwvidual educational

o
- /S

N o ’ -

N

grante °thatzzsnere exists an ovetrall corpqréte objective‘which
’ . - .

ated in, total corporate plans and policies. Once

- . can be~artic

a year, at’the least, a comprehensive report _ rofits and losses

rd
~

e - and a consolidated balance sheet are prepared. creasingly,

ting. We seem to be m ng toward aqrequirement that ¥ore informar
tion be¢given about the separate parts of the total bundle of

/ ‘corporate activities. B o ,g

v

In the multiversity, financial viability analysis will require

" similarly that we sfudy those separate parts that have distinct as ) <

{ ' . . . 18 . <0
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."educational institutions‘represent conglomerates, some of whose

broader policy iSsues.

‘. N
e . [y

well as distinguishing characteristics. Examples aré the

;p@ofessional schools and the teaching and research hospitals which

play«a 1arge part in certain university budgets and some of the
..

extensive public service activities that,may overshadow certain

- s - .
other“e ucational missions of the university.

v

- b

b The fact that individual university administrators dor not like -
to break out some of the maJor elements thap*constitute the "econo-
mics" of'the relevant subsystems is not really of as great a moment

as is the fact that, witbout adequate detail, an accurate assessment = v

of institutional financial viability cannot be made either by in-
I ,/
siders or'others. We have been treated to some rather convoluted

“h
-

rea50ning during thg debate on educational costs which, among_otl:

things, tended to disparage attempts at ddentifying specific cost
) . :
centers. One need not always sink to'the departmental level to

. ‘ . .
find relevant detail; on' the other hand, tertain of our complex

parts will require separate analysis Jf we are to understand the

14 . A -

meaning of "financial viability" in‘the total enterprise.:-
d. This is not to say that the concept of financdal viability

requires institutional surv1val as the primary obJective criterion..

& T b

But we must understand what the implications of institutional

financial viability are if we are asked to provide answers‘to

¢ . ' \

yNational and State policy toward PSE may strengthen or weaken

the, educational mission of. particular institutions. Public policy

{

is not pre-ordained‘to have favorable effects—-even if so intended—-

.

on all concerned. In recent.years, public policy seems to have been

6

“ 19 .l N 7



A

framed within, at times, rather significant-uncertainties. This
means that well-intended legislation ean have unforeseen cbﬁéé\\

quences, and some of these may be patén{ly undesirable. -
ES

It is therefore important that policy research embody both a

- before—anq:after—the-iegislation analytical capability. At each
- . - - : !
policy . level, the requisite data elements will be a function of the

e -

narticular'policy issue. For practical purposes, the information
source will wholly or in. part alwa;s be the institution. But the
“inetitution and its representatives may not always pe-the best juuge
-.o\f swhich data. elements best” describe.the int-eraetion variable’t‘hat
characterize a particular #ssue. Financial viability is too brnad

and important a concept to be defined primariiy-by finance officers

of colleges and universities.

s

e. Nevertheless, the financial viability of institutions might

" be considered as the cornerstone in policy analysis and_statistical
B .f' L
data design that takes as itscfocus the broader financial viability

concept described earlier. . .

Institutional financial viability analysis will stress, among

other things, the resources requisements under'specific assumptions 2

or constraints. A major shortcomﬁng in existing financial statis-

A

tics is the student's inabilTity to define resources requirements in
terms of institutional objectives. Much of the same s tru\ in the
broader polic; setting when State or national issues are'inv%iued,
except thit in the former, one has at one's disposal speciric plans,
(where the States have them).

f. College and university finance falls sonewhere between the &‘

+ two extremes of corporatejfor-profft finance on the one hand and

/’\ 4 )20 ’ (S ‘ )
. ‘5{3
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L , - o .
of State or municipal not-for-profit finance on fhe other. The

priwately controlled college§ and universities may have more in

common with the former, and the publicly owned institutions may

a

resemble more the latter. -Yet, we have tried to.treat each

_ identfcally. = | ~ L .
' . N Y o . P
Outside the field of public finance there really is no such ’
[y K4 . I3 -
LR

. L N
. tping as an "economics‘of the non-profit sector."” The latter may

in fact be the wrong nomehc}ature from which to engage in college

and university financial analysis.

Prevai}ing coliegé and ugqvérsity financé statistics -- as
;ell as f;AUéiary accouﬁging practice'Z: éress current revenues
.and eﬁpénditures, ;nd they do it in such way as to downgrade,
if not ignore; the essential capital concepts that are an integral
part of éil economic‘ﬁndértakings. It is exactly with respect to
capital requirements thgzlfinanbial viabiligy aqalysis will enter,

ndvei ground iq-PSE, but not so novel that“proprietary-PSE insti-

tutions would net know how to ask the questions or how to provide

some of the answers. ' ' AZ//

" The problem:is not quite as straightforward when we consider
bublicly 6Wned PSE institutions whose financing patterns are mos

easily described and analyzed by the prevailing fiduciary f‘Qd

Al

accounting practices that also characterize our national PSE

finapce statistics. The capital concept inherent in established
accounting patterns seems to be limited to buildings and éertain
types 8?\eguipmenﬁ that can be classif;ed in an institdtion's,planf
and equipment account. Since States provide their own institutions

witﬁ%special financ‘pg mechanisms, there exists a logical inter-
CET )1 e - ' o
- ) N L, : ] 459




action between the available”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 questions
\
arise, particularly in view of the potential for misinterprjtation

or misunderstanding. In the current economic environment, the

peculiar nature of the capital concept, used in higher .education

finance studies, has led to an almost indus;:yyide misconception
.of prevailing capital requirements, other tAings remaining equal.
The privately controlled college and university suffers perhaps

i

- more from the established tradition than does the plblicly owned
- 4

'instituti_q, But in both instances’, the capital concept and

dimension offer the pivot for future sound financial viability

analysis.
Thus, when the broader State and nati@tal policy concerns
come into play, it is not the 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

i concerns that matter at each level. Before mentioning some of
these policy issues, a few words are in order about the scope ,
of bSE. . _3'

. a .
2% The Scope of Postsecondary Education

Financial viability in PSE is a function of the nature and objec-
. ~ o .

tives prevalent in‘the industry; but it also is a function of the .

very scope of PSE;propgi.

The PSE industry is a vast enterprise encompassing all of higher

.+ education, ‘the proprietary segment of post-high sghool vocational

~

22 30,
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A

‘training, the formal traiﬁing and gducation undertaken by brivate

_business firms! labor unio%s, and’gOVernment agencies, and the numerous

educational‘and training efforts parried out under the auspices of our

armed forces. , v;-'*g. .f S :
o Lo g
One of the importantfissu s ts not merely what is meant by the

financial viability o§~§his iarge industry, but.where the limits will

or should be drawn for dafa gathering Are we satisfied with the
V d \
boundarief defined by tﬁe recent higher education and PSE legislation

And accordingly, is PSE ciqgmscribed by those institutions which naw,

E

qualify for Federal (and ihacertain instances, State) support’ Or .

.»7 v ,y

should data gathering encompass‘a less regtrictive view and considexh

the'broader PSE dimensions? ‘- : . ® .o - ~

PSE serves many constituencles, and a ndmber of cehtral policy
]

+

" levels can be distinguished. Traditionally, we think of Federal, ‘' o

‘. ,

State, and local government interésts and policies. .In addition to

i
the legitimate concerns expressed by educational institutions and thelir
clients —— among which, students figure prominently - industry, codb

-

‘merce, and labor ‘are "also vitally.interested in hog public policies’
affect the educational enterprise. Last but not least, taxpayers have
a stake, 1f not always a direct voice, in the matter. .

It is possible to give PSE an arbitrary écope as 1s the case pre-
'sently if one starts with the established legislation. Accordingly,
certain educational activities chiefly cartied out wittin specified
institutions, both publicly and privately governed or owned will be
germain to the analysis. Any evaluation af relative success in achiev—

’ A ,
Sing national, State, or4institugional objectives will then have to be

jugged within this rather precise but limited context.

23 e
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On the other hand, it can be argued that the broader and perhaps

less-well-defined PSE scope may be more appropriate in the analysis of
. pa .
certain obJectives, particularly at the national level. Since‘full'

e ployment considerations in the f1eld of economic policy may have
methingXto\say about or to do with educational activity (its quality

as well as who is benefiting from it and who 1is .being left out)

broader—~scope. definit%on'may be most appropriate. On the other hand o

”if the question is how well certain Federal student aid. programs are

2

accomplishing their purpose and how the monies are flowing through the .

»

PSE - industry, the narrower Scope concept may be adequate.
. o
. Thus, once again we are confronted with the necessity of knqwing

the particular policy issues and educational objectives before me'can
.correctly define the exact scope of what we mean by PSE. As is the

-

case J}th the financial viability concept, the exact meaning may change

depending’on the type of issue under study.’

’

E\k\Key Poliey Issues .
. R " - . ‘'
Ve shall.not attempt to produce here a complete list of the major

policy issues. It is safe to say that lists would differ depending on who

is asked to compose them. Not only have we been selective, but our maim
_ o . ' .
purpose is ta create a foundation for the next two sections of this paper.

L3

1. National Policy Issues
lthough the national agenda for PSE is probably quite long, we

shall select a relatively small number of more or less obvious’ and

L]
13

<

traditionaI topics. : s -
' ' ' .
a, Some consider access to PSE to be Qne“of the new basic rights.

If it is not that, maybe it can be called a general expectation. I

L]

N
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Access has a rather specific meaning when we consider the

legislation and supporting appropriations that are intended to
/

remove some of the financial obstacles that prevent entry for

' some,citizens. How many qualified citizens want to enroll in

eetablished PSE ing&itutions and programs7‘ How many of :Pese
_applicants are denied admission because the financial means are,
L; .lacking_di the combined Federal; State,.and institutional level?
While these may be obvious questions policy.makers would like
to have answered, is our present statistical apparatus adequate
and appropriate for producing a reply? |

b. §omewhat more difficult is an answer that concerns another

value cherished by Americans: fre value choice. Accordingly,

4

it mayxﬂsgbe enough to be guaranteed the opportunity to enroll
at some - preferablx; for the taxpayer, at a low price --

institution. Rather, tﬂe expectation may be to enroll at the

institution ,of one's personal’ choice.

In this respect, it is being.argued by some citizens who

o

count themselves among the middle class that they have been loo;?d

out of certain higher-priced inetitutions because of'.a combination

- . ¢

of inflation, income tax policy, and arbiﬁpary legislative and

(Y

- administrative student aid policies. .Although some studies,show
"that there is no significant differ®nce in the income @istribution
pattern of ‘studefts' families when different types of colleges-and

universities are compared, thersuspicion remains that the last word
p e : . .
. + R U SR
in the debate has not yet been spoken. The free choice issue

. . . . ‘
remains a topic for policy research, and thus ample reason exists

\

P " . . ) .
for appropriatr statistical data production on either an ad hoc

‘ox anwongoing basis. - 25 ~
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M .t

The problem becomes even more compleg_when we add diversity
t

)
, another majo‘r‘national issue in PSE.%In tnis connection, it

Ce

; said to be ssentlal that there be an,pdequate ——~ gome use the {i:

yrd "optimum' =- rdumber of,institutioha}ttypes so that program

versity cah be assured

diversity means that the¥e always be publicly and

LY
. AJ

rivately controlled institutions in PSE. I1f that is the cafe; -

.To some,

nen the prOspects inherent in population trends augurs badly for

he private segment of smlall colleges during the middle and late

980's. What are these prospects, how will population trends

» -
o . LI

‘iict'PSE, and what kinds of institutions will suffer the ‘most?
. ’ i)
ha

kinds of remedial actions, if any, can he taken at the Federal

cial viability ‘ R .

.

evel° This issue raises mdFt directly the finan

uestion at fhe individual 1nstitutional level.

°

The issue of program diversity is for many reasons more inter-'

isting than the public-priyate diyersity question. Is it a

1ation§l responsibility to make experimentation pbssible or should

it support the true and fried? Where is innovation more likely to

occur, in private or public institutions7 In large ‘or small

colleges?' '

cerning programs almost always lead to questions )
§ : .

of how much they should or would cost.

is an important national issue for PSE, costiné also becomes an

This in turn has consequences

Discussions con

Thus ,~4f program diversity

issue as well as'a necessary adjunct.

-y
for the type of statistical footwork that needs to’ be undertaken.

nal concern. centersvon the continuing ability
e

1 institutions to provide’ the talent ‘and. know—how

»
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d. Another maJoI natio

.-

of our educationa

\
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N

for pure and'applied research. Atktimes, onJ hears that wel have

@ 5 .
' ;manyireQEarch centers .and research-capable institutions other than

.

/] . ®he research universities.
‘ . : s

iﬁ In the past, the leadiﬂg role of research universities in °

. pfoducing.the'capéPility for an age of super technology has been
s
R - ° .
taken for granted. Recently, both super technology and some of

the university work have come under question.

Whatever the answer or outcome, we musf assume that research

unfvérsitigs‘will continue to be expected to‘perform essential and

9

: ‘jundamental work in the pursuit of new ﬁnowledgé. If these insti-

tutions are to do so, we must understand what is meant by financial

-~

-

via 1li§y in the carrying out of such a mandate.*

e. Closely related to this is the role some of our universities

have played in the field of health research and hospital care, as .

)
s

well as in training doctorse.

Much has.been said about our doctor shortage. Whenever there

~

are shortages of fundamental services in an economic system, we
: . 6
RISy ) o a4
. c}are inaelined to cohclude that the system is not performing ade- ,

quately. IE is probaﬁly quite safe to say that our national pro-
| . ] ) .
duction of:medical personpel has been quite inadequategfor 'many

Y

years. ihe evidence lies |in the large number of foréign doctors
»,'e
who serve even in the armed forces. But even if the preceding

statementlshould be disputed, Héalth'is a national policy issue,
and the'broduction of adequate health personnel and gervices is

also a national issue. So is the matter of health science and

" research.
.\\ . . At thi; point, the financial adequacy or viability problem

\ . ' ! | /-
27
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R

. assumes\rather frightening proportions, since it ceases to be a,

mattkr of how well a given set of educational institutions are
\ ’ .

doing, and becomes a question of how well the national economv
o ig delivéring its:health services. When it becomes thé national

policy to contain the rise of medical costs, it is difficult to

7 '
know how this can be done without adequate knowledge of how the

health industry functions and what those in it are doing.

. Since we have bur1ed the finances of university hospitals

-~ . ’
y R

_among a more or less miscellaneous catgory of revenues and expend— .

-

. . 4
A itures, it may be fair t% ask whether anyone knows what it means

<  when these hospital-intensive institutions report thgirJannual 2

revenues, expenditures, and balance sheets. The case;for a
separate reporting is overwhelming. . °
f. Recently the Nation has been alerted to enx;ron&ental concerns.

Some time back, national defense or national .security was 'an issue.
. b Y ~-

'Now, the decline in known fossil fuel reserves is in the newss The N

agenda of specifics will change'ovef time.

However, the need for adequate scientific manpower and know-

iﬁ " how does not change all that'much. Rather, we seem to run low on

1maginat10n ‘and money when dangers. seem remote.,.-'

It is therefore of some importance that a climate for impartial~5"
, ¥ :
inquiry and debate be fostered in the Nation, and the Federal govern-

b

ment can play a role both in monitoring what is happening and in

+

encouraging those who organize or undertake these act1vities. We
" are not suggest1ng here that the pursuit of academic freedom is all .;

that matters. We are talking about the need for ongoing. efforts, “;df

> .

for continuity in research work, in personnel development,.and ia -,

- .institutionahl.SUPportl 28 33
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This Nation has’been profligate with its resources. It thinks

2

nothingv.of destreyihg entire factotie’ or industries when there

h P . N

" .appear§ to be'ho'immedie;e reason for them. And we turn the
, » ‘ : : )

2.

Federal research money spigotvon and off with abandon. A% if -

?épientific cadres once disb nded could so easily be reconstituted

a!(,

Ve are a nation of cr _“programs and emergency task forces. May-

be the gime'has come to practice conservation in known scientific

.t ..'v ' ' '
talent. ‘ .

- ‘ 2
And with this goes the conservation of institutions that

ﬁ”?nurtgre the taggnts of scientists. To study and understand what

~

'-:iihis“ﬁay mean in different fields of endeavor is t{ help answer

e ’ .

the question of what we mean by financial viability in certain of

B ‘f'.'

our -most prestigious PSE institutions.

Other Policy Issues

-

a. Since the States are, in fact, the responsible ‘bodies for
, the delivery of PSE services - particularly in- higher education --
d\Frimary issue is how each State plans these educational activi*_
ties and then how it finances them. ,J
[ 3

Statewide planning'in higher education has ,come a long way,

but the public kmows pro ably less about it than it should, given

‘the fact that tﬁe\ijnancial consequences ﬁfll'to a large extent ’
on the taxpayer. Stateﬁide planning of PSE act;vities in theu
broadest sense is a ﬁove&ty weose consequences do eot seem to

' have been studied systematically anywhere; . ' ‘@‘ '

b. One of'thefadjuncts of. statewide planning is the budgeting
précess that eventually determines how mech money the individual

' . . N o . 1
inssitutions within the State will reteive directly and indirectly.
o290 SR !

3



‘ ' . ‘ ) .' ' \ )
In the final budget allocations the State government defines the

financial viabiJity of programs and institutions ;3N5ifically
-* M ‘ v ) )

each year®

c.  An) imporyant dimension of the statewide planning effort con— .
cerns the int lay between public and private institutions. in
' . s . : :
a short two decades we have moved from a Nation where over 60 percent

”

. I 4 S
of the students were enrolled in private colleges and univeréities (/fﬁ
. to one where these’ institutions barely account for 18 percent of

the students. During an expanding population cycle, this change " ;;

looked less ominous and one-sIded than it actually has been. Now‘
'.we are facing a declining teenage population and significant N

’ » 4 o
structural changesAZn the potential PSE clientele, bne wonders 'f v ’//’/
: ' . ;

.
°

-whether institutiordl disappearance-WilI occur primarily in the. - R

private sector. S T e

v

Statewide planning must address itself to the publfc-private

'

issue, and td this end adequate information on private in tutiqns
, q ,m P @g; iq
is a prerequisite. Many States now have insufficient data on their

‘private PSE sector, both in its more traditional'higher_education,i'
or An its broader modern meaning.- Nevertheless, State policy

4 . - ‘-
affects public and private institutions, ofti? in unexpected ways.

.

3

d. An area of growing controversy is how State aid 1is given t; ‘
sgpdents, and practices across the Nation differ hidely.. Much has. ._
been written on how to support institutioms such that_the cost to

taxpayers would be minimized. And‘the‘impact of'existing'formula

o 7
. J .
budget practices has come under renewed scrutiny onc:;éésjisrd;%;
‘ : g ‘ . .

" covered that what worked well for institutions during‘enrollment
‘ ’ ’ . ’ N " ! o4
growth years tends to have the opposite gffect during enrollment
f [ . . .
declines. A 30" ’38 I : L
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' At both the State and local leveii financial adequacy has broad .

area—aggregate as well as more narrow institution-specific impli—
cations. Except for as-yet Small experiments»with "free" univer—

sities, PSE remains essentially an institution-centered activity.
‘(__\),
" Thus, the financial viability question focuses strongly on institu-

tional viability however much'we may assert that it is. the system's

viability that matters above all else. Institutional financial
. .
viability itself becomes a major issue.

{ 3. The Issu€ of InStitutional Financial Viability
It has beeﬂ'said that non-profit organizations will try to mgximize

their annual revenues in order to maximize their expenditures. " Another

? . '

way to put.this 1s to say that non-profit organizations w l spend all

the money they can lay their hands on. It used to be assumed that edu-
cational institutions were non;proé:t enterprises With the "PSE concept'

r . . ' . \ o N - -
this no.longer can be assumed. s o

a. For some PSE,institutions‘and activities, profit will bg)the .
motivefpither directly or indirectly. In some instances, especially

) , o o . .

in the vast proprietary PSE sector, profit is a primary objective. ,

/
Einancial viabilicy is in such instances defined in terms of the

‘ particular profit expectations and realizatibns. Once one has
determined what prevailing production functions are and what the

Ntt) leVel of normally expected (or realized) rates of return is,

. straightforward economic and financial analysis will;be'able to
provide guidance when judgments are made aoout a‘particular insti-
tution's financial viability. It is, of course, jeceBsary to
understand how the proprietary secgor‘okaSE functioans, wher‘ it
obtains its revenues, and what normal expenditure structures are.

- o a; L |
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b. In the non-profit sector of PSE, particularly in higher

-education, it is more difficult to find a gatisfactory answer,
especially one that has the endorsement of those who speak for
X “

the industry. Today, ipstitutional financial viability in

¢ .
o

colleges and univeréitieg'is to a very large extent-in the eye.
’ " of the beholder. And, within this context, it makes a differgnée
whether the beholder is insides or outside the institution. s

" { The outsider is-given precious little information about a

t

y . given institu;ion's financial viabilify in the sort of documents
that ijijijgpnally’éeécribe the financial condition of colleges
and universities. Not only have existing reporting standards not
been designed to give us an i&ea of insFitutional financial.via—
bilit&, but it ;s clearlthat more thah financial data are needed
to te;l‘us whether or not an educational enterprise is, in fact,
financially viable. |

This writer and others.haye had some unk}nd thing§ to say in
tﬂe past a?out collége.and university:accounting. QQ;t; possibly
our d%sdain may have been,directed_ at the wrong villains At
préssnt, éollegé’ahd universit¥ éccbunting culminates in fo;mal
aﬁdit reports which serv; primarily fiduciary pufposes. Audits
- - ' . 1identify sources and use; of revenues, sdmmérize.cﬁanges in fund

J

balances, and report on the distinction between restricted and

- ' . R
unrestricted funds. Those who intimately understand a given

institutiop's finances may be able to discern from formal audits
hgw v}able - finaﬂhiélly épeaking -~ it is. But if money is
Sseen as a means towards thg’educational en& served ﬂy the insti-
vtution; more information is required% 'MU%D of it-will §eiava11-;

5
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distinction and identification' of oper;?lon and capital expehdi-

- . ~\ .
able in the accounting records. Some of it must be found .

" elsewhere. . ) »

.

¢e Inla strictly financial sense, the institutional viability
question can be answered ‘nly within a context that identifies
cA{Fs of product%é&; T tional debate on costing id still

somewhat unresolved, but it is clear that costing must reflect
) A

-

and embrace what egonomists call the "production function."

This means that'cqff?ng must reflect,the'technology,of‘institu—

.tioni} endeavors. '» In a complex institution, this turnﬁggut to

o vy
be a much more complicated requirement thaﬁ\a simplesdiogan will
g .

suggest, In f{nancial terms, however, the first step is a careful
- - f

-
-
B

tures which in turn can be'ti;'anslated into variable and figjed cest

Y

“7\In financiaf‘te}ms, the essence of institutional viability lies

PR -’

in a college's or. t
e

iversity's ability to render its assigned or
) . .~

preferred servipés\'ver tifte.§ It is the going concern idea, or

.

what has been calléd‘h1eco mics "the firm in the long run,"l

' ’
when revenues are sufficient to cover all costs of produ¢ftioa.

4
—2

\
Higher education has always had a problem with its

respugisi, but perhaps never quite so seriously as to
¥ ‘ .

-’

defin fion of financial viability must encompass the revenue
req ;gﬁ;ﬁts that are embodied or implied not only in the pre-
vailing teaching-learning-research technology, but in the exist-

ing plént and equipment structure of an inseitution ot thq\one
! ' ~

hand and in the operating expenditure structure on the“dther.

Other thingswbefhg equal, an institution has at any given

~

momeﬁf'a forward cost 1ia%ility built .into apd derived from -

. -

) X - .jj"’
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existing plant, équiément, and prggram coﬁbinaﬁions quite"

indepenqent oi‘pbssible interest-sand debt repayment requirements.

 Tﬁiavforward liébility has two dimensions. First, thefe is the
* capital consumption or replacement agpeét whiqh gives rise to
discussions abgﬂi how muéh depreciation ought to be charged, if
“ani. Since not all plant and equipment will probably have to be
.replaced, a plan is required that sgipulﬁtes what will be required.

Second, there is the need to provide efficient or effective up-to-—

date technology to those who purchase the institution's services.

- -,

fhis genetaﬁes_a'demand for new plant and equipment .as well as
for é;;rpersonngl arrangements. Thus without changes in the prq-
gram.iéself; the technologyiof producing institutional services
may change over time and thus may require additional capital

- resources. ‘

The need for new capital under status quo program.constraints“
is one of the "lost" causes in Ligher education. ~In a businese:
Corporation it would becomg'immediately observable and wouldobe .
measured fully or i?/}art in a number of ways. Those analyzing
for-profit corporations would éﬁickly gainla fegling of how

ade ately the are.bein finance d how [far.from industrial
N quate y y a g dé§n\\_\ 4 om 8

-’

or group norms a particular company has been deviadng.

All of the above has a significant bearing on the type of
information that might be collected from time to tiqpfln order
tq determine whethe e system of PSE or individual institutions
in it are financial::‘iu;le.. And when we staim!\the compre-
hensive instiﬁutional understanding of the financial condition,
we may be in a position to piece together what is meant by a

34 42
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financially viable broadér system, be it that of a given State
or’the national PSE system as a whole.

4, ei?\Comment on Quality and So-Called Intangibles
¥
The word “quality" comes into play frequently in conversations
It R . ” -~

that deal with the assessment of institutional performance in PSE.

It is something of a cliche to say that revenue or expenditure re-
ductions will lead to quality deterioriation, and it is conversely
Just as popular to claim that more money will tend to improve what

is being’offered. ' S
e ‘ : ®
"To some extent it is true, of course, that more money buysjEe;g\\“ g

and often better things; and with less money- the quality of what is
being done frequently does indeed decline.- But by and large, we know

very little about quality differences, at least in terms of their

precise measurement. | //'
Financial viabilty questibns are to a large extent questions of

: how well an educational institution is performing its tasks. And

since teaching and research are two—ef the most prominent educational

activities, the quality question and the financial adequacy question

’

both must ;Pue to grips with these two types of activity. In other

-~

words, are the mpnetary resources adequate for performing the educa-
tional and research tasks within the quality f ramework in which a

given institution prefers or is expected to operate’ e

w
The pursuit of excellence is everybody 8 claim; how’ many achieve

-—
-

it is another matter altogether. And on whose terms a given quality

.

of services is to be implemented financially remains certainly a

fascinating question. At times it appears that, in our egalitarian
e

society, the rights of inhdividuals (as in the case of access to higher

35 *48



education) are actively supported only to a level of My common to
such large numbers of pergnns that one is tempted ?o think 9f "low -‘\
tommon denominators.\ Again, this concern was brought out forcefully

in both Newman reports published durfng the early 1970's. For policy 7/ -

° - ‘s . . ’ o
decisions that center on €he financial viability of institutions, the

quality iesue is %f pivotal importance; however subjectively a given
college's or university's educational and reeearch "quality" levels
will Se defined. : ) ’ ) : 7

Nothing better demonetrates the non:financial dimensiens of the
financial viability issue than an inquiry into the nature and causes
:ﬁ "quality" in the activitieg zf educational institutions. .

v ’

. Statistical Implications N ; ,
. S,

Since the data question underlying this paper focuses to a large

extent on Federal policy, some speciar problems arise with respect
to the nature and scope of the statistical effort that may be required

if one desires,to understand PSE as an inaustry or if one must formu- ¥f(
. < , - ) .,
" late workable policy recommendations. .This section will provide a few

-

illustrations of different types of data' or approaches that may be

Y c
# necessary. ,\\\\\_:, ‘. °.

Y
4

Since financial viability is the eentral issue and our primary h
fncus as well, a special requirement arises:D the necessary data
elements are themselves a function of the narticular context 1in which
tGe’"financial viability" question arises. Although financial viabil-

ity is nnt £gg(primary objective in the data gathering effort —- a; «
defined, it is\a means to the end embodied in pa¥rticular policies —-

it becomes a sort of overriding policy constraint.

} . : 3 6 4 ’1!




1. The Relationship Between Essential Datélflnformation, and-Polfgz'

rd

'\

-
.\.’

The social science of ecogomics offers a usegpl illustration
for-an approach to data collection in PSE that some would claim
.isllong overdue. In the analysis ofuh;; the overigl.economy is
performing, "national income" accounting and "buyineés.cycle"
tracking represént center pieces that h;ve bécoqp household con-
éepts. In the mohet&rykmanagement'arena, the coqceﬁts of M, an&
M,, among others, can be found not only in the profeséiénal'litera-
vture,'bup in Yeekly magazines read by the layman who wants to be
weli-informed.

All of the data being collected periodically stem from.ana
’centér on economic theor%és which purport to describe éhe‘nature,
causes, éﬁd effects of and amon§ key eléements or variables.
Theories often mature sléwly, and it takes time before a given-
theory leads to.a_systematic\end functionallyKSOund data gather-
ing effort. The history ;f national income accounting and of
business cycle indicators is a classic illustration.

Some theories, even when they have become reasénably well-
entrenched, remain controversial. The monet;rist theory 6f

" buginess c;éle behavior is a case in boint. But since money is
a kéy Yalhemfnt in the ecoi)my, data collection ,.need nOtnbe.thwarted
simply because some people believe that money éxplains everything
while others hold an bpposite or}more moderate view.

v .

In PSE statistics, one of the key problems is that most data

 collection has little to do with theoretical models of how the

fndustry'behaves. As a result, most of the available daté’ére~,ﬁ:

rarely transformed easily into relevant information. Even if



~ " .
| N
N DR : N

. data accuracy were not\p-problem and'if,timeliness“of data'reporting

could be achieved; the central question remains: why the_s%fcific'

4

data elements that are being collected? Once one has taken care of
the' ompliance aspect of much of the PSE data repo;ting and )
collection, the fundamental question of function andkappropriateness
renain. , o ’ e ‘ '

’ Student aid provides us with an interesting illystration. Here

a number of significant National, State, local, and institutiogal

PSE issues come together. We listed access and choice Earlier;

npowgg development and plannq!g is another,~institutional finan

cial viability also is in the picture. Now it happens that certain-

cash fiows to students and to institutions from a number of sources

all have one thing in common.: they énable students to pay their

bills or to attend specific colleges and universifies:"The structure -

of the cash flows differs among institutions and changes ovér time.
'QA:siﬁgle?coﬁpreﬁensiVe survey instrument -— one of the type being
used already experimentally in sevetal States by independent colleges
and universities ~- can be designed enabling analysts to make a

umber of important studies that relate directly and indirectly to
'key.policy issues.

- ‘ksﬁthingsknow stand, information on cash flows from and on
behalf of students can only be obtained from a special survey in-
“gtrument and not from already established State.aad National |
surveys. Yet, the policy questions. asked frﬁn time to time in'
Washington, D.C., and in State capitals require exactly the éort

of information our illustration highlights (see part three). The

" very same informstion is required for analyzing the "financial

38
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viability” of institutions, where cash flow analysis reflains a
PO o . N o
central tool. -. l ’
¢ S o L &

Another inﬂbresting illustration of why it is important to

have. concept - or thepry - céntered data collection comes from
.the "financial viability issue as it pertains to an individual o
institution., HEGIS financial data are so highly aggregated that
certain key ingqrmation cannot be obtaﬂned from it. From 'the "
L LT

stud§ of institutions:that have gone out of business and of many

' w%g may do so in the'near future, it is beeoming'clear that
operating expenditures — when'compared with those of other,

B - ‘

sinilar colleges and universities -— are not necessarily‘eXCes-

N I .
o

"sively high. Given competitive prices and comparable enrollments,

the institutions in question often are unable to raise the addic

@

tional monies required for plant and equipment maintenance, for

in!erest payments‘on debt, and for debt reductiong In other words,
} . ‘ . . . . * . : \,\-(_ :}
while their budgets. support perhaps inadequately the educational :

effort,“they are-insufiisient in theif support of the total enter-

prise. - i o S o

-
v

Two typesgof design_changes may be necessary'if.the traditional

nationa1°8urvey of college and&university finance is to help policy

makers and analysts understand the institutional financial condition.

The fiirst change requires a relatively simple restructuriﬂg ‘of the
:
present Statement of Revenues and Expenditures, whereas the. secdnd

Jinvolves the’creation of a’ supplementary Statement of the Structure

),~ of Expenditures by Key Line Items. Both changes are illustrated
oo e
in part three. While the forms suggested are amenable to nodifica-
tions,-they reflect concepts of anaf;sis that are familiar to
, .

v
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% .- L]
financial-analgscs in contrast to the more traditional components

that have satisfii7ra3\ountanté idterested in fiduciary reporting.
. . t ‘

2. Indicators of Findncial Viability
There has been a rising demand for data called "indicators of
financial viability." Since our definition of financial viability
has -a micro - and a jacfo—economié dimension, indicators of finan-
. cial viability will often embrace both of these also. A case in
point is the much-advertised need for an inflation measure in
PSE. ' ' |
' N I Y

~ ' ‘ RN ' &L
~Kent Halstead's indices are a useful step forward but may not

belthe_finai'wérd. Whether an indicator is calie&;a PSE Price
l&ﬂé&'or sbmethihg else, the'COncérn with inflation cuts across

a -number .of policy issueg. ~Amc;ng the more interesting aspects is- L
\tﬁe relationship between an inflation measure and concerns épout
.productivity in educational institutions. And this in turn 1ead§'

to questioﬁs on the quality of educational input and output.

With an appropriate survey instrument that identifies expendi-
tures by‘key line items, it is relatively easy to cdnstrdct iﬁdices
both for sub-components as well as for total institutional budgets.
The Halstead cost deflators encompass oniy'a portion of higher
éduqation expenditures, auxiliary enterprises and public service
ac§§vitie; being left out. This is a mu;h noted shortcoming tog!
wﬁfch the Office of Education has not responded. For a comhre—

hensive analysié, all PSE expenditures must be ingluded. The

wage-non-wage structure of expenditures used in the Halstead \

HEPI Index is sign- icantly different from that of an all-

institution‘rhdfzf}fln particular, nen-wage items loom much higher
40
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in the Auxiliary'Entﬁ%prise component than they do in the
/ " '
Educational and Gengkal division. But more significant is the

nature of the non-wage items. Their prices often have risen at
/‘ . '

very fast rates 1n/reci;7nyears, such that the total budge
! . .
. . A .

structure has thaﬁgedjsignificantly over time. ‘And with the

]

change in the budget structure, the inflation effectt itself is

- » - . .
-quite different than that described by the prevailing index

o

series. Thus, we not only are given an incomplete picture of

)
~inf é

tion; we are given the wrong impression altogether.:
' ‘

'V’Q ) . :

éhe need for an inflation indicator for PSE brings into focus

anoQﬁe; dimension of the indicator-daéé\Problem: béfore we know
15 ‘ ’ .

¥,

a g . . : :
wha&Ldgta to gather periodically, we may need some protracted ,

res 2 reh and )'esting on an experimental basis. The statistical

. v .
offices working with inflation and other economic indicators | .

elsewhere in Fhé U.S. Government are well attuned to this need,
. : )

and their budgets reflect to a larger or smaller extent the
need for continuing development and improvement of established

time series, indicators, and theoretical models. Inxaddition,
& e Ao N
ﬁhey'work closely with the appropriate professionals in the ~

51__,];,

o %cientific community, and together they are continuously engaged
é - .

%n improving the state of the art.

¢

i };An illustration of a major joint professional effort that may -

be required is provided by the relationship between any inflation
-~

méasure and the concept of productivity. The first issue in de-

signing an inflation measure for an industry is whether salary and

, . ~ .
' wage components should be mixed together with pure price components

7 f
t is the professional debate ‘on how one measures

X 41 L3
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.productiVity_in service industries and —— more naqrobly'—w'how

one accounts for inprovements in technolégy over time, embodied
4

in humad/labor, particularly in professorial and other profes-—

v sional talent. This latter in particular is a frontier area of
lthought and research to'which PSE spokespersons and policymakers

' are only now beginning to pay attention. o
Indicator work fGr PSE in other areas represents a mixture of
the known and similar unknown elemen‘ts, and futuz‘ data gathering

' .

efforts must take this into account.

3. The Prequency and Detail of Snrvegs

’ ' LS

<

While the financial viability constraint appears to limit the
scope of the pertinent statistical inquiries/that will be :under-
taken from time to time, our definition sets rather broad boun—
daries-for this constraint. The limitations are imposed primArily
by the¥policy,issues‘invquestion.

‘Relatively few of-t;:4policy issues require the surveying of

"~ all of the imstitutions or) individuals affected. In most instances,
properly drawn samples will provide the mecessary information;

'One_exception may be a survey of the revenues and expenditures
so that an aggregate picture of the industry can be obtained, But;:
in this respect, the writer recalls that when one surve?s all‘ofi
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-
3 ’

tutions 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 approach has beeh accepted, 1t will become
. . e .
possible to tailor survey instruments to the appropriate detail
required by the policy question o% theoretical problen at hand.

" The establishment of sample groups who regularly report on certain 0
. 8 ’ ' '
things has produced excellent results in surveys conducted by ACE,

and more recently by Howard Bowen and John Hinter, to mention but
| .

-

two of the more prominent efforts of the genre. .

»

A significant effort should be developed in the area of statis—

tics that concern so-called occasional 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 contract arrangements.
4
The problem has not been 8o much the absence of information to

" the general puinc as the lack of funding and data work designed
 to elicit answers-for policymakers and policy researchers. ‘.
.- It'is usefiul \to remember again that PSE-is a complex under- .

’ taking and that \-—\as we. define it -- the financial viabikity issue
‘cuts across broa eas of 'concern. The nature and iuality ofrthe

educational effort 1s central to data production whose purpqse 1t

is to describe how well the industry functions. Part three, below,

-

may not do justice to the breadth that has been suggested. It will,
however, attempt to fotus on immediate steps that might be taken to’
. . ? . . -

i move forward the statistical state of the art toward and. within the

gort of framework discussed above.

Ay
-




“(' "B " . PART THREE:

* Y DATA COLLECTION - TYPES OF DATA AND PROCEDURES

} f PO ’I"' T T .

" . 7

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

(

sfme detail aiﬂ%ta~gathering effort capable of serving the broad as well

w (. -~ . -
fﬁes and rehuirementsuw ;
N ' ' 7 . . ; - ’ t{
he institution must be the éource for relevant da;?rwhich tﬁe analyst)

ay theg transform 1inato appropriate infbrmation.

. -/ . ’ . ’
Fy . v .
A. Procedures - “ 4 _ / . ‘.

4

‘1. 'The writer knows of no evidence suggesting the.necessity for

all-institution-embracing surveys. It should be the gereral policy

3

that in all inst ces appropriat sampling techniques be embloyed

for the selection\of respondents. _ ;
.

t
L& ém view of the tradition in higher education, it may be appro-

s

.

priate to retain a general all- institution survey 6f the scope Lf

~N '
revenues and expenditures as a means of continuing already-established - .-

- ’

time‘series‘and bench marhs. We do not know enough about the specific
‘uses that .are made by institutions, State agencies, and others of the
data now being coliected. We do know, however, that many’recent
efforts have required the creation of separate data bases from these

' already established by NCEs. *

Provided the turn-around can.be speed%ﬂ up (as is thecase for .

ﬂ/ the Department of Commerce Survey of Business data), an abbreviated;

- T
’
“‘broad-gauged financial survey may continue to have: its uses. But.

we would assign it a vbry low priority if appropriately ‘designed

sample surveys will be ‘undertaken instead.
. l L.
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modeling, and in specific subject matters that are relevant to PSE

4

2. Itvshopld'he\che policy of NCES to undertake directly or to

contract for ad /;olicy studies that require objective analysis
and understan®®§ before specific policy recommendations can pe
expected. . : .

[ ) .

!

. ! :
We believe that it could be Useful if NCES-acted as.a'catalyét

in the collection of relevant data for such studies, particularly

when the efforts-have been contracted to outside researchers.

3. 1t should further be the policy of NCES to work actively in
; .

the continuing improvement of the ngture and scope of PSE statistics.
. '

In this regpect, NCES should seek the eooperation of other'government

agencies and of indepgndeht'research groups who already have a repu-

tation for their—expertise in statistical methodology, in theoretical \

.
-

concerns, " I ' e
4, NCE&/ShOuld not attempt to duplicate some of the on—going data-
N
gather ng efforts, particularly those that are by now well—established.

We ha e in mind the work that has been carried out for many years by

ACE, the neweg studies that are being undertgken by NAICU -and the

-
far-reaching data Béﬁg_ifrort manageq for independent colleges and

univeréities by John Minter, by the several State associations of

independent colleges and universities, and by the many State agencies

for the public sector?,\ .

‘While we would expect certain‘similarities and some duplication,

-

it would be our expectatiom that NCES would tailor its data systems

-

to its owh neees, but along some of the lines which will be outlined

.t

" below,

'

* 5. It would also be our expectation that NCES w0u1d‘routine1y
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analyze the data which institutions are required to report under the

\ - .
various compliance- regulations issued by the Department of HEW. ‘By

this we do ‘not mean simply that summaries of the reports be prepared,

but that the responses be studied witﬂ'respect to the policies to ™

‘which they respond. ‘ ' N
In a'tion, NCES could be he]\p‘ful in assisting HEW in designing
survey instruments that are appropriate for the tasks for which they.”
“have‘been created. Following the analyses of data, it may be indiJ

cated that certain changes should be made in some of the survey

' instrumenta. Such changes should not desttoy useful time series, as
1 o .
has been the,case all too often.. ¢

S . .
1 6. Finally, we believe that it would be appropriate for NCES to .
s

~

develOp a publication of high professional stature similar to the

Survey of Current-Business,-The.Monthly Labor Review, or other such
¢ ’ . : . 3 . i -

official journals. Such a publication could serve to enhance the .

dia£ogue among scientists, further the state of the art generally,

and zero in on special issues. such as the one to,which this paper

' ﬁs devoted.

ypes of Data to be Collected for Financial Viability Studies

* Be
" 1n this section we shall describe data pertaining to'students,

to institutional finances, to academic prograns and activities, and
-—  to some broader industry-wide concerns. Although our final list
> . .

of specific data elements will be rather large, some essentials may

2 $

have been left out. -’

1. Student or Enrollment Data,

At present, the Fall Enrollment survey is an extensive and, in

v

sprinciple, useful data gathering effort -1f one wants to know what

a—
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¢ T 1e.teking place at the beginning-of an academic year.

: - ) : - _ .
:X ~For a?-&ssessment of_industry}trends and conditions it is -

! YA
A N - . . . - . .
. ﬁinpor ant‘at enrollment:&tatistics summarize annual events, that

the between—term attrition or netfehanges, and that a
»

o basis be created to relate appropriate annual enrollment data with )

’

L. they refl

"annual financial and other statistics.
@ '

. A special effort»shpuld be made tordevelop an annualized "financial,'
'full-time equivalentﬁ enrollment.figure. In the .order of comparative
€7 size, three enrollment)figures tend to be used often indiscri nately:
/ (a) body count, which tends to he the largest figure; (b) academic full-

‘fime equivalent which is smaller andVdepenJ”rLong other things on .

4
{

/7- conversion rates used in the{translation of credit hours and part-time .

student®; and (c¢) financial full-time equivalent enrollment-which is

v - the smallest number;

-

Some observers'will assert that (b) and (c) will amount to the same

- thing, but thg evidence does not support this claim. And therefore, in

v

_Z> assessing the financial viability of PSE, financial full-time equiva-
s ’ ‘
lent enrollment becomes the crucial number. For purposes of institu-"

\\ . tional and statewide plannjing, furthermore; the reduction ratios that

lead from~(a) to (b) and.from (b) to (c) are useful and essential

.-
i

igdicators,

: In addition to the usual rdemographic and test score variables,
‘.four enrollment characteristics shpnld be prominently analyzed and
reported, sinee.they tend fo provide information about oualitative
changes{ (a).the é%mher of students who hare submitted a'complete

application; (b) the.number who have been officially admitted; and

(c)\theunumber'who have matriculated but have not withdrawn volnn-*




or whether it is necessary to ask Ior tne raw aata ITOm wnicn ctne
ratios will then be calculated, Since this is an area where the

institutions may at times be tempted to "gild the 1lilly," it may be
o .
-pagferable to ask for the faw data, but to provide space on the form

1

for-celculeting the ratios.
It ‘has- been our recent experience thds institutions will dlmost
always:éhange past fall enrollment data when given a chance to verify

‘'what they originally submitted. As an incentive. fpr cereful.daté
-

production, participatiug imstitutions might be provided a‘small sub-
S e,
, sidy similar to the one that used to be available(gor those-Institu-
; t}ons providing information for the facilities and space u;ilization
studies of several years go. ®

2. Student Aid ) .

-

An appendix A, eﬁhibits 1 and 2 illustrate a type of survey that

S !

we are recommending as an annual or bi-annual endeavor, preferably

the former. The data elements address themselves to a number of
~£ital policy issues. Exhibit 1 illustrates what the Survey instru-

u-

ment might 1ook.*4ke, and exhibit 2 describes an institutional cash = -

- o /.

i ; . \\§ U{) .
= |

APPENDIX A: EXHWBIT 1
STGDENT AID QUESTICNNAIRE .
. ’ . Academic Year . - .




to try to relate student aid to total student .charges, and thus to

flow analysis that can be derived from it. A number of other.types

of studies flow from the data provided by the survey instrument.

a. ,Student Aid-Surbey Inst:ument.‘ Once the separate time series have
been esteblighed; the longitudinal analysis ¢an describe —— among other
things —-- #he changing structure of institutional cash‘flows from and
on behalf of students. Since this will represent in excess of '50 per—‘

cent of the revenues for independent institutions (in some instances,

the flgure will go as high'asaSS or even 90 percent), the detail adds

up to an understanding of a significant segment of PSE finances.

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

Stuﬁents. For both the survey instrument and the’cash flow analysis,

some definitiona} problems will have to be ironed outs Experience
tells us that institutional practice differs widely and that, in spite

of what some of the audits claim, certain details are not always easy
*

to .obtain. "The unduplicated number 9f recipients has caused difficul-
. ’ ~

ties in the past, and many‘cplleges appeé} not to be able to provide

s

3

separate information on restr;ctéd endowment income used and on re-
v . , ) .

stricted gifts. ~ . b ¢

ke

In the past, it has been traditional in studies about student aid

——

to relate it to either tuition and fee revenues or to educational and

N

general revenues. But sincé it has become general practice to a§sign
- ]

studepnt aid in terms of a student 's total cost of attending a colle-
giate institution, it makes more sense for financial viability analysis
student-generated revenues that include at least the tuition and fees
charged, revenuesbreceivedifrom dormitory charges, and revenues from

food service operations billed to students. This requirement ’
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apparently cauges consternation fn many quarters and a certain amount

of controversy. Apparently, some instit‘utions .annot come up with

“

. the information,'which is puzzling when one considers the audit
standard requirements, particularly for residential institutigns. It

is true that some of the existing food .service billing arrangements
>

may?make it impossible for accountants ‘to identify all receipts from

v

students, and therefore a convention may have to be developed. We

,[ . have set forth above what"we consider to be the ideal information
» .
arrangement . '

gement <

o a c. Ad Hoc Student Aid Analysis. Among the numerous ad hoc student
L3 3 . . . ’ -
‘aid. studies that might be undertaken, we should like to mention one

that has considerable potential as a long-range planning variable as {*

well as an indicator of changing financial viability.  °

. When one reads the higner education literature, the perceptitn
is created that colleges and uniqefsities have a specific price which’
. . %
,they charge }heir students. In fact, each college and each:ﬁniversity -
charges numerous prices te those who receive~aid and ene-pviie to
those without aid. N °

The discount structure varies over time and can be a cause of

Tv ]

improving or worsening financial ‘health. We can ask one or all of the
following questions and obtain an idea, of this discount structure:
» As a percentage-of total student charges, what percentage and number

® N
of students provide what percentage of cash flow? What percentage

,,,.,.

and number of students receive what percentage of aid funded from
. restricted revenues? What percentage and number of students receive

what percentage of aid from unrestricted institutional discounts?

If these questions are answered in the fbrm of a decile distribution

50
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of students receiving aid,.as pictured in appendix A, exhibit 3,

[ some very worthwhile institutional as well as aggregate information
; . A

could be obtaineé_which now is generally unknown.

Wl

This sort of detail is not easily available and requires a special
research effort and perhaps somf institutional subsidy. But once - ‘ %
‘the institutions have set up their systems, repeating the survey will

)
become less onerous. As a long—range planning tool as well as an
instrument for‘financial and student-mix analysis, this type of study

has built into it considerable versatility and potential.

{3. Institutional Financial Londition

Appendix A, exhibits: 4 and 5, pulls together a few of the key
financial reports capable of explaining the financial cohdition of a
college or a university. The exhibits reflect what a number of insti-

‘tutions have been trying out during recent years,. and they illustrate
what is being studied in a special research projebt undertakenfty the

writer with the support of an EXXON Education Foundation grant.

a. . Net OperatingrExpenditures. Exhibit 4 builds on the traditional

. college 15@ university f1nance (current funds) podel but supplements

it by identifying certain key line items which are presented in their
i @’
{ _ considerably truncated form. Subject to obvious definitional require-

-

.ments, the format will be easily understood by accountants. " Among its
many uses, one will be 1ts application for cost index calculatiOHs. {;f;
In addition, the format will permit interindustry ae well as intra;
industr%vcomparisons of expenditure structures. The divisions along
the horizontal dimension of the table might be refined from time to
time in ad hoc studies, such that the sub-functions (Instruction,

-

Student Servicee, Institutional Support, etc.) can he analyzed in

51 . ..
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greater depth. !

~ »

b. Stages in-the Current Financial Condition of Colleges and

Universities. . Exhibit 4 (lines 1-20) illustrates a type of report_'
. L] . . :
[ that more clearly describes the institutional financial condition

than.prevailing audit practice and tHe present HEGIS financial surveynf

» - N

,are able to do. The form in which we present the concept does not
distinguish between 'restricted" and "unrestricted" revenues and ex—

penditures, but it would be relatively easy to add this dimEnéioﬂTto'

A
Lor e

" the tdble. The same is true for exhibit 4.
The most complicated aspects of the table concern t?f”éapital . 27

charge on the one hand and the separate line (17) for. unrestricted -or

A ‘

. expenda le income. The latter simply refers to gi?ms 3hd other income

that would not be a\part of’ the normal bu et b ca se théx cannot ibe i‘
K "';,'
.

easily foreseen or’ documehted'in.advaqce,

T they may be of a yclical“"'
. R . =\ : Ty PR .. .
, nature so that @bey cannot e cdunted(on each Wear."‘ : “. A “‘if
e e P CE £\ ’ /@ “
Lo Ihe capital_dharge ra es uhe issue of long—term budget pla ning W
. r -_.“--\q . s \:_ . »"& ) ,{V‘ 1-%}‘ L. -‘,' o
for plan renovatioQb equipment replééement, new equipmen& purchases,
R o ‘ \ Y ./ B ﬁ .
) { . v ) -
s . ~and such anndg?:gdditions ng long—term*assétg as’ libnary,acquisitidns.
! e’ AT B 4'.‘.' e '

: iﬂ’f These are @mrmal agnﬁal budgét«g%gmagts, buﬁﬁi\stitutions differ In f

b & 2.
.",\;' ,nhgyt?hay tre§§ theﬁﬁfor ‘urposes o% accountin' Of 1 the e exisf e
£ : ’
;gpaf/// "dﬁpital" _'ets éud all or most of the .
e e / T s
volVe the plantipﬁgou J N : ey
. ¢ ' " 8 7
NS {“ Colleges and untversities Héve coined the ‘term "deferred _
ST s ¥, ‘A : d
Lot e LN ‘ & s
. 4 enance" for what is 4 muchsbroader problem -t ck,ﬁf?
. . . ﬁ - .
I % R .
N pash.flow? for prOper plant and equipmeng renewal and d -ectly or:
t' R ; °,-" -@ ¢,- =l | . : §/‘ - I
. o indirectly, iu@dequate new equipment budgets:x 4 b jfg ot
:" 'I'. : [ --g& r \ *‘/ . 4 . .. ?s’ - B
’,/ C £,>,Another aspect of the ;?-—'and it is more ‘and more oﬂten ﬁ,‘
-‘:a - .‘ﬁ‘- - .l!!," ) Wl%‘




, seen in this light -~ is the capital depreciation dimension. Some

. . »

A colleges and universities are incorporating depreciation charges
-into their .annual budgets. Financial adequacy or viability would

thus include a concern for enough annual revenue in support of such

,

) ' . &
depreciation charges. Unfortunately, on the whole, the charges are

‘

o small and assume veryhlong time .spans for capital renewal.
[ . . . A hee

But whichever the point of view or approach, a separate capital

\

charge illuminates.the nature and structure of a given budget. The
first page of exhibit 5 spells out in greater detail what this is -
all about. Whether one agrees with the notion of a bottom line or
not, governing boards are entitled to know whether 8r not their
institution has produced adequate cash flows during the year and
over longer periods. The issue is not whether‘revenues balance out
. exp fiditures or vice- versa,_the issue is whether‘the institution is
able to function properly. This exhibit may not be the last word on
. the subject, but itlzt 1east_i11ustrates,the type of data-gathering
thrust we believe should be initiated on a broad enough Scdee to
enable analysts and policy makers to begin a dialogue on just\hqg;
s  viable are institutions oryPSE and the industry as a whole.

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

Institutional Indicators. The last part of exhibit 5 (lines 21-29),>

K v
' . contains a list of items that further helpvin clarifying the finan-
cial condition of 4nstitutions as well as of the industry. Sohe'of

o~ .
o

. the variables)follow traditional accounting practice. Others are

pointing toward quality indicators.

Y We believe that exhibit 5 illustrates an area of data gathering

.
- ]
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and research th‘: NCBS mfght act as a catalyst among many gr&ups
in Qh effort that eventually produces a growing conseﬁsus on types
of 1nh1catot8 dcsigpe%,po describe the behavior and evolution of
the industry. Thé coélition work undertaken recently by ACE in
this respect aﬁpears/to.be very pfomisingi It is too early to
‘exject an authoritative iiét of variables and.ratios for which sur-

v

| v:yg shoul% be conducted. xghibit 5 mérely }llustratis what we have
in mind. A major theory-building effort is required before we can
be satisfied that the right elements are being meaéured.“
—N o .
0f special significance may be the work recently started by the

atiénal Center for Higher Education Management Systems (NCHEMS ) oﬁ
proddctivity 1p\higher education "and on educational ouécomes. Some
of ﬁhe data elénengf identified in exhibit 5 are perhaps terribly
penfunctoryi and the NCHEMS work 1s ﬁointing to a‘variety of sophis-
-ticated variables about which relativedy little is known.today. We
beliéve thaf NCES has a stake in assisting and facilitating the de-
velopment of models which 1n'turd will bé the basis for future on-
going data gathgrihg.

d. Additlinal Comments on Types of Analyses. The definition of

financial viabiiity set forth earlier in this report makes 1t véry

difficult to spell outfin-deﬁail what types of analyses may be re-
quired. We have suggested seyeral bgoad poiicy issues in part two.
Bach would permit or require a number of different kinds of analysis.
Although the pointJﬁf view may differ depending on whether we are
confronted with Fe rallpr Seate policy issues or with institutional
concerns, -often the analysis may in fact be the same. The preceding
tables and 111u§trations already suggest very specific calculations.
8
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In the reﬁgin;ng‘pages of this paper, we shall limit ourselves to
: A . .

{

some éddiiional references and examples. -

:

.'i. 'ngérai Policy Issues‘and'Related Analyses
Lo . ) T

NCHEMS; was asked a few years ago to convene a conference at Key-
stoneﬁin‘éfder to identif; a research agenda tha; might be the basis
for f;t§£; policy analyé‘s and guidaﬁce at the National} Institute of-
Eduéati;;;(&IE). Later, NIE—re§iewed and refined the“Keystone Rgport.
More or less independently; but also in response to NIE interest, a
coalitioh of professionals in higher education réséarch was asked.to
put‘togeihe& a siqilar-golicy research hgenda.‘ ERIé\was designated
as the editor of the doc;ments that 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 é Research

Center.
Common to all of these NIE-inspired efforts was in part an in-

terest in research pertaining to institutional finances and management.

Generallj, the point of view for research to be undertaken in this

.

<

_area remained relatively narrow and ‘centered on institutio él health.
. But here and there the b;ogder dimensions suggested in ﬁaj: two of
.this papér are mentioned. We believe,that the age;da papeés referred
to should be studied carefully. We doubt tﬁat we could add much more
than is already coﬁtained in ;hem.

Neverthelegs, it may be useful to touch on a géw examples of
policyvfeseéfih that may ngome ;sefu% durihg @ﬁe hext several years

in view of some of the demographic developments that are beginning to

have their impact on iﬁter-collegiate competition (by which we do not,

-

mean sports).
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as AccesslAChoice, and Pricing. Enough time end money has been
invested in student aid at the Federal and State leyel to enable

/
researchers to investigate not only how the original policy objéctives

have beeh implemented,. but how well the policy objectives have been

achieved;
NAICQ has begun a.major effort toward finding aeswers for the in-
“dependept sector of higher education; to date, there does net appear
to exist a comprehensive effqrt encompassing independent and pub%ic
instifutions. Furthermore, since the NAICU is concentrating on higher
educatien, it would seem to be appropriate and timely to include other

PSE segments in the analysis.

The NEFPSE report contained some information on income distribution

and attendance in_ higher educational institutions. At the time, the
4

work was seve;eiy %andicapped by a lack of information. It may be time
to make another effort at a serious study describing the distribution
of PSE attendance or enrollments that emphasizes such things as the

‘racial, ability-to-pay, and-preferred program mixes throughout the
. a . . ,;._?
system rather than merely at the higher‘education level.

Y

. Finally, it would seem to be timely to think about research that

[y

assesses the broader connotations of the PSE concept, describing the
nature, present scope, and future potential of the ihdust;y~from a
variety of'points of view and in terms of several specific policy

questions. Such a study could be helpful, for instance, in develop-

ing public policy proposalé eo'fight teenage unemployment.

‘o

‘b. Productivity ieﬁPSE,J:Tﬁe;productivity issue will not go away,
and its ramificeéions are nuﬁefous in an age that worries abqut}in-
flation g‘t does not know how to meaeere ft properly'in serv%eg?:f;
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industries. We sBometimes say that our present_measuring devices are
the best ‘in existence, however imperfect they may be; this should
not be viewed as much of a consolation when we consider both the large
sums of money that are at stake and fhe nature of what we are looking
at:‘ to wit, the education of our national manpower and citizenry.
fﬁhe 0'Neill claimeq that her studies show no significant improve—
ment in ;1gher educati?n productivity between 1930 an& 1967; she may
be correct but admitsfthat she does not know how to account for qu%}ity
impfovements that may have taken place. A concerted effort to stud;\‘;’;f\
the productivity question in education would not only seem to be a timely

undertaking, -but a crucial one whose impact would go far beyond education.

. . N
c. The Cost of Complying with Federal and State Legislation and

. . !
Administratibk Regulations. NCES has recently ?ﬁnounced that it would
N\

study potential compliance costs stemming from ieg}slatién concerning
tﬁe handicapped on campuses.. There is a need for more comprehensive
studies of compliance costs which are having a generally inflationary
impact on college and university student chargesgand on collegiate

" budgets. The model for a broader study could be the one undergaken a
few years ago by ACE. It‘might be useful to include the regulafory
impact of the States, about which relatively little is known.

d. Capital Requirements. PSE institutions are experiencing a signi-

- «ficant capital shortage. This is not for funds for new plant projects,
the dema;d for which has been declining somewhat. The shortage eil;tg
in replacement and renovation funds, as we have mentipned above. N
Our earlier exhibits h;ve been designed in pargfto;ﬁggﬁ provide
answers in this area. It is estimated that'when weufgké?into account N

a relatively slow 50-year depreciation based on original costs, all ,

4
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Vbut-a handful of‘institutions would bé running annual deficits. This-
under;financing is a serious matter affecting‘the quality of current
and future educational output.
Given the peculiarities of thought and accounting practice;in
‘ higher education, this phenomen0n hardly ever surfaces except through
the euphemism of "deferred maintenance.”" G.R. Wynn and I once estimated
the problem far 48'fourryear liberal arts colleges and discovered that |
the total 1970 capital requirement'exceeded ﬁ30 million for the group at
original cost-and-over $56 million when adjusted for building cost in-
t”flation. S o . .

2. +State Policy Research
TR,

‘Based on what has been written above, it'is our recommendation that
studies be undertaken which describe (a) how the various ‘Stateplanning
Esosedures are functioning and (b) how the Statesvare dealing with the

(ﬁ public—private college and university issue set forth earlier.,
_Of special use would be some sﬂbcific projections of individual
. college enrollments in,those ‘States. where there is a significantmpopu—

lation of independent colleges. Two types of projections mig‘@i.;"
\ )

- ﬁ""m
attempted. First, it would be useful to provide information on

-expected undergraduate enrollments will affect ‘public and privat in—

stitutions, other things being equal. Second - and this is prob bly

a ‘more significant prOJect/— studies might be initiated for\estima ng
/"‘ r'd .

the financial impact on.groups of institutions, public and private, of

. ~\¥ . . ) e

certain s cific assumed enrollment trends. - ‘ . 34: :

\ . State—wide planning might furthermore be - given»a boost by surveys .
o \
of’ institutional plans, both public and private,-in order to submit

’

these plans to some critical analysis by studying their aggregdte
N

-
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M;;;;ctzh Ratﬁér thén the recent projeégions ofqhigher education
enroilments, revenues, and exﬁénditures published b& NCES, Federal and
State policy might Be served-best by a series of impartial'analfses of
‘éxisting plans in order'to deggrmine wh;ther they add up to.a feasible

* to;;1 sdiution and to identify total funding requiremenﬁs; or to)deter-

’

mine whether the sum of the plans represents, at bes§, an illusion and,

L4

at worst, a .set of activities that put into Question(:E%?QI}stence of
Key PSE segments.'
A S§ecial problem area in State-wide planning, as me?tioned above,

is the budgefing process and, particularly, the several funding

A . 7

AN

approaches or formulas used to assign tax revenu€s to educational in-

gtifuﬁions and students; Every research agenda this writer has seen
seéms to contain recommendations for prejects --"ad hoc or continuiné
. .

ones ~— that describe and evaluate existing practices and, when appra—
priate, recommend improvements. |

There is a role in Federally‘sbonsored research vis—a~vis State-—

wide planning efforts, particularly with respect ‘to the implementation

¥
of National PSE pohicy. ¢

3. The Institutional Perspective
| The exhibits/contained in part three, section 11, épeak amply to
- . th‘ insﬁiéutidﬁ;ilperspeqtng. It is our beliéf that.g national ;ata

.gatﬁering eff;rt which'focuseé on, financial viability iq both the
broad and narrow sense used in this paper need not have & primarily

(I institutional pérspectiwe, except in order to elicit inﬁprmation

about institutions ‘that will be germane for National and other policy

.

! information.

s

From' time to time, the Congress will be interested in the survival
. 1 :

0
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‘of a specific institution in PSE. This writer believes that this is
. an inappropriate concern except where it involves the military academies

and other educational institutions that belong to thefFederal Government .
But since:-the Congress will not necessarily agree with this view, we
gshould at least hope thdt educational concerns rather than financial
gurvival will be central to the decision.-

1In conclusion, we should like to mention one gLype Of study that
mightybe sponsored vigorously at some Federal or State level, but with’
an eseeqtially institutional frame of reference: investigations de-
signed to determina how specific colleges and universities carry out
their missions, how \they engage in ‘ning, and which of their manage-
ment activities seem to work and which do not appear to worke.

This type of investigation will probably not contribute much tg
Federal and State Psg policy, but might help advance the art and sci-
ence, of Pst management and thus limit the need .for the financing of

PSE institutions with tax monies. In this QQnse,'the responsibility

) ' for the research will most likely not be with NCES but with HEW.

°

60




APPENDIXES

Sample Data Collection Aids
N N

Summafy of Literatute

Bibliogréphy



APPENDIX A: ExHMBIT 1 :
- : . ) STUDENT AID QUESTICNNAIRE i

LA . Academic Year -
+. A. Body Count Enrollment. G. Vaterans Enrolled
B. Academic IyE . - - 4. Children of Veterans i
C. Financial r!l I. Number Raceiving OASDI
D. Total Studant Charges $ 2 J. Number on Vocational Rehabilitaticn
E. Tuition & Fee Charges s K. Unduplicated Number Receiving
F. Total Student Budger (CSS) All Types of Aid Awards S
For Rasidents s
ror Commutsrs S h
II. SOURCES OF PUNDS TO STUDENT AID. ¢ r
SCHOLARSHIPS. PELLOWSHIPS, ETC. Undergraduate Graduate N . Total
’ Number Totel Numbaer Total Number Total
) of Awards : Amount of Awards $§ Amount of Xwards § Amount
A. Rastrictad Funds: Made* of Awards Made* of Awards Made® of Awards
1. Endowmant Incoma . .
2. Gifts & Grants, Admin. by Collage » "
3. staca A4
a. To n:lu.,;uﬁj.orx \ N
b. To $tudent from College’s state v )
c. mi:udut from Other States < .
4. rodorll"o\ppt'n%‘zicuonl - ’ .
a. nmc' )
b. SEOG )
c. LEEP °
‘ d. Other Grants
o 5. All Other Restricted Sources
. _ 6. Total Awards from Rn.uic:.d“_isn?uzcn .
Vs 8. Grants from Unrestricted Instit. Funds . ) ’ ¢
C. TotAl Awards and Dollars i
D. Tuition Remissions (!’o waivers, dis- Y &:‘zj
counts) not included in C. . - i
Sxplanation of D:
IIZ. WORK o . . ) T . ' Lo
A. CWsP (Federal Share) : i
' 3. Total Work S.:udy Expenditures (Including » ' . I ’
. Institutional Matching Funds) N . v
C. Non-Work sStudy Student Payroll (Exclusive N
of -above)
D. Total Work Programs Awards and Dollars (B+C) ;
V. LOANS
" A. NDSL (Include 1/9 Institutional Contribution) : N\
8. FISL-GSL: Instictutional Funds Only ' :
C. Other Loans from Institutisnal funds
D. Total Loans (AeZ*C) ) 2
‘
SAAND TOTALS (II-C + D « [II-D + IV-D)
V. SOURCES OF INCOME FROM ENTS . .
*A. Sross zuizigp and s i . .
\// B. Irom :)or'.u..:oz‘.es . / .
- <. from Focd Services. / ¢ Ll
“lumber of s:ud.n;s receiving awards !fom sach sourfe. L =
L - 4 * .
. 5 . . ) . ﬁ - . ‘
- ‘ ! ) 7 () } ‘ . . ‘ o

O
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ERIC

Aruitoxt provided by Eic:

Revenue from Student Charges:

‘¢. TFood Service Fess
Subtotal A.

'Shldln: Aid Income (Restricted)

a. Endowment

. b. Gifes

student Al

A

for:

. a. Gross Tuition and Tees
A o .

“b. Dormitory Fees

State Appropriations——
4. r.d-z_al!mn-s:oc. BEOG
Other _

Subtotal ‘B.

a. !und/od {Or Rastricted)

b. Unfunded
Subtotal C.
Net Total:

work Study

a. Ravenues
b. :xp-nditun!
loans

a.® Institutional

b. NDSL

c. PFISL

4. Other

Enrollimant .
" a. Body dfﬁn:

(A+B3 -C=

Aid Grants

A8

». PIZ Academic (On campus only)

c. PTE Pinancial (On cagpus only)
i)

owxntxnij Sudget

. o3
a. Current Operating Ravenues .

B. current Operating Expenditur

Operating Surplus/Deficit

-

APPRNDIX A:  EXHIBIT 2

NET CASH FLOW ANALYSIS FROM / FOR STUDENTS
A % B %
$1,768,000 68.5 4,175,000  71.0
310,000 12.0: N §75,000 9.8
__%04,000  19.5 1,130,000  19-2
2,582,000 100.0 5,380,000 100.0
4
15,000 3.3 45,000  11.5
67,000  14.5 " 76,000  19.4
"3414000 74.0 . ‘-0
__38,000 = 8.2 271,000  69.1,
461,000 100.0 392,000 100.0 .
. .. .
461,000 82.9 392,000  59.0
95,000  17.1 272,000  41.0
556,000 100.0 664,000 100.0
$2,487,000  96.3% of A $5,608,000  95.4% of A
14,147 « 7 " 79,529 '
17,634 3 99,411
1,229 15,000°
81,841 110,000
NA NA -
15,000
* 8s6 ) NA .
N -
840 « NA
.,,’&-\
3,927,000 NA .
es 3,883,000 NA
§ + 44,000
. . \
e .
"~ L)
. .
! h L ] '.\‘.
/'_t .
G- 3
- ‘ Al
64

¢ %
$5,808,000  72.3
886 , 000 11.0
1,335,000 16.7
8,029,000 100.0
a
252,000  36.2
75,000  19.8
¢ N
204,000 29.2
166,000  23.7
697,000 100.0
;. Ll
697,000  46.1
g15,000  53.9
1,512,000 100.9
$7,214,000  B9.8% of A
\ ) ‘4
t
47,000 -
59,3063, ) .
:4 i
24,400
_ 192,000
161,000
-0
b 1,970 .
U117
( Na . [
. L T
i . )
™
.
. {2y
5
N
~
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APPENDIX A: EXHIBIT 3

Internal aid - ' ﬁﬁ
. all sources as - » : Student - S

percent of total Recipients aid per Cash flow.® .

student charges Number Percent " student . per student

. - 100 or more
. 90 - 99
-~ 80 -89 ©
: 70.- 79 ) : , »
60 = 69 '
50 .- 59 , . ' »
40 - 49 A '
_ - 30 - 39 ; : :
‘e 20 - 29 * i
g 10 - 19 : . A ’
' 1- 9 ¥
' No aid
Miscellaneous
) Mean aid ’ .




Faculty Salaries:

a.” Regular Session

b, Library

c. Summer School

Subtotal (a, b, c)

OofMicer Salaries

Other Salaries & Wages

Student Wages .

Critic Teachers ' ' PN
Room and Board -
Benefits 5
tuftion Benefits

Professional Services

Subtotal (1 - 10)

General Support Costs N
Maintenance

Utilities -

Food

nMiscellaneous

Apnuities.

Ltotal (12 - 17)

Credits ) ‘ .

Subtotal (18 - 20)

'

Total Net Operaling Expendifures

ERIC

Aruitoxt provided by Eic:

NET OPERATING EXPENDITURES

Educational

i Ruxiliary .
Total and General Enterprises Other
' s
'\
\ ) '
7
L
i} -
\
T

I '

r T

{

a . \

e«
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ERIC

Aruitoxt provided by Eic:

1. Student Fees
2. Minus Student Aid Srants

. 3. Bet Trom Stud
. 4. Indowment Income .
5. work Study _ ' -
6. Auxiliary Enterprises
.7. Miscellaneous v
8. Gifts for Operations
9. Suhtotll

'10. Totsal Net Operating Revenus )
11. Total Yat Operating Ixpense *
12. HNet Mv&nml from Operations

13. Minus Intereet on Debt ~ e
14. Net Revenus Befors Capital Charges

15. capital Gharges
a. Library Assets, New
b.. New Equipment
c. Oabt Rapa t
p*yun

4.
..

£.
.

Pu‘n: Improvessnts

To Plant Reserve

from Plant Reserve
Subtotal

«

'

16. Surplus/Deficit before Other Sources

17. Jther Unrestricted Revenues

18. Surplus/Deficac -

19. Transfers:

a.
b.
c.
d.

JTo (=) or From (+) ?lant Raserve

To (~) or Prom (+) Educational Reserv
To (~) or ?:pm (+) Quasi-Endowment

Qther Transfers

20. Unallocated Salance

,

.

APPENDIX A: EXHIBIT 5
STMMARY OF FINANCIAL CONDITION

Acadenic Year
Educational Auxiliary =
Toptal and General Enterprises “Other
-
. ) .
7 K '
. B3
- L
"
# ° ,
L re
« .
- .

. PR
N e ’ - .
. IR P .
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ERIC

Aruitoxt provided by Eic:

SN

2.

-

ic Yeer

\ . *SUMMARY OF FIMANCIAL CONDITION

‘ X ‘_k‘
e

<

Educational
and General

. Auxiliary

Enterprises

Resexrve Fund Balanfes: L

,,*. Plant Ressrve

23,

23,

24.

25.

26.

27.

" Instruction: 4 .

b. Educational murin’

c. U.S, Gove. Bldg. Sond Raserve

Fund Balance (without 21):

a. Unzestricted

b. Restricted

<. :xpcndnbln“

F
1

Other Indi and A3 :
a. Infletion Effect (lines 1-12)

b. Productivity or Enrollment Effect (l-12)

c. st Loan Dalinquency

4. Endowment Tocal Return

a. lndpv-n: Inflation Adjustaent

Total Met (Constant $) Change in Fund Balarces

a. Without Plant Investmant
B. All Funds ’

a. Number of Departments

b. S$ize of Staff by Dm

€. HNumber of Departmencal Offerings
1) Types of Maj ’Proqnu

1

.~ 2) Rumbexr of Courses

3) Other

d, Percent of Institutional Iudéo:

) !;lch Departent

e. Number of Doqr;« Grénted At:
1) Each Level T ' ’

- L 4

Regsarch: ,
a. Staff Actively Engaged ia Prod. Ressarch

b. MNumber of etaff
1) MNumber of Grants

2) - Siza of Averaje Grant \

2. Number of Projects, Raports, Publications

d. Parcent of mlu:uuonn;ly

A\ d
Public Service:
a. Staf?f MAtively Engaged

b. Mumber of Activities

c. Percent of :‘ndcuuon& Sudget
d. Number of Degrees Granted At:
1) Each Lavel

2) fach Osparzment “

'
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29.

O

ERIC

Aruitoxt provided by Eic:

A}

SUMMARY OF FINANCIAL QONDITION

2ersonnel:

h.

Scafe Cm‘nuum '
Competitive Ranking AAUP m.‘
Sumber of EImployees

Teacher to Student Ratios
Researcher to Student Ratios

_adainistrative Staff to Student Ratios

Clerical Personnel (nos.)

1} To Studant Ratios

2) Jo Seafs Ratios

All Other Personnel to Student Ratios

f

Morals

a. Work load ‘ .
b. Teaching Load

Qther

demic Ysar -~ i
2ducacional Auxiliary’
Total > and General Enterprisss Other
L]
9
. [
1 e ;
k]
o S

[

ar
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APPENDIX B

P q -
'

L, . SUMMARY OF THE LITERATURE. °

A first glance at the literature cOncerning data collectlon for higher

- ,o ’

education finance reveals that most‘%f the work available ‘is a variation
on the same themei-- the development of a systems approach to management.
A closer look reveals that, while the first impression is accurate, the
range of inquiry is-somewhat broader and 1ncludes some valuable criticism

both of how systems are developed and of the concept of the application of

Fl

management information systems to higher education.

The National Center for Higher Education ﬁaﬁégement sttems (NCHEMS)

N

geems to’ contribute to the literature the most in both amount and imggziance.
B

/
Its work emphasizes the importance of cooperative efforts among institutions,

.

and between institutions and govemm#lent agencies.
gy ' ‘

NEHEMS develops a comprehensiue,management information eystem in which
participating institutions use common data elements. The system is designed
-t . ; . -
to aid institutions in the effective allocation of resources, and to provide
3

data for comparison on a regional basis. NCHEMS's Data Element Dictionaries

'guide the development of inmstitutional data bases, and its Information Ex-

_change Procedures allow for comparisons .by cost. NCHEMS ‘also encourages

dialogue on the fundamental questions concerning the limits of information

- and how and where it should be gathered.

A number of other authors contribute g variety of models and systems

5y

to the field. A'survey of this work reads like the syllabus for a graduate

seminar in bdsiness administration: cost effectiveness, program budgeting,

.
-

shmulation m&dels; systems analysis, computer systems, planning, resource
i . “ .

v

allocation, .and management information systems. The concepts, taken largely

from business, .are modified to applyﬂfo higher education. Some articles ¥

x

>

L ' -~
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[N

raise ‘the issues of the limits of the applicability of these concepts

as well as the essential différences between business operationé and
L _ # educational institutions.

Mostvof the system developers adopt an institutional point of viéw
'and address the needs of the college or ;niversity. S .appfoachlthe
issue frém a funding source perspective anh ask what informaion the i;
St;te agencies and foundations need. While the two approaChes ‘qre not
neceééarily mutually exclusL;e,vNC EMS is one agency strongly advocating
their me‘rger. ;

The balance of the literature consists of a smattering of texts,
data sources, and alternative viewpvints. The limited'amount of material
of this nature indicates that the field is still young. The literature

\ )

expressing alternative views raises some mild controversiesﬁ is the
system developer putting his needs beforg éhe needs of the decision-
maker, and can participatory managgﬁent solve some of the information
problems fadkngladministrators? . ~

(2)

There appears to be relatively little informati‘-on the specific
7/ question asked by this paper, with the exception of the‘Second Newman

Report and papers on the subject Wf_financial reporting.
The following is a comprehensive review of literature on data
collection for higher educatien finance and related subjects.

>
#
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Andrew, Loyd D. Enrichment Analysis —— "A Technique for Encoutaging
Better Planning and Better Use. of Resourges.'s Presented at
Conference of California Assoc1atidh for InStitutional Research,
1973. 4

) Descriptioa»af enrichment analysis which shows not only the
rate of increase in cost per student by department and program, but
also how resources were allocated within programs. . Brief descrip-
tion of the development of the analysis and data fequirements.

Annual Report of the South Carolina Commission on Higher Education.
Columbia, S. C., 1972.
'Twelve brief reports, one of which discusses progress toward
fur&@er implementation of a Statew1de management information system.'
~
Aughinbaugh Lorine, A., et al. '"Development of Procedures to Implement
EOPS Cost Effectiveness Standards Model and Continued Evaluation of
"these Procedures by Selected Community Colleges during the 1974-75
) Academic Year." EOPS Special Project 74-101. Northern California
N Community Colleges Researtch Group, Sacramento, 1975.
A cost effectiveness study for California community colleges;
includes recommendations for the implementation of cost effective-
ness formulae. :

Higher Education, June 1973.
Emphasis on management information systems and ‘the limité to
accountabillty. {

Bailey, Stephen K. "Facing the Accountability Crunch. ~Planning for h <f

Budget and Accounting Manual: California Community Colleges. Office of
the Chancellor,’ California Community College$,~Sacramento, 1974.
An activity-centered approach to expenditure rep ng which
describes real resource requirements, their costs, and relative use
. in each of the major activities of community college operations.

‘ Byers, Bruce B. "A Management Inforhation System for a Community College.'
~Educational Projects, Inc., Pittsburgh, Pa., 1973. .
A modqdar system and data base with the following components:
student, personnel, financial, fac111ties and community information.
. ,r > -
Cope, Robert G., Ed. "PBroceedings of the -Association for Institutional
Research, St..Louis, Mo., 1975." :

Proceed1ngs include 83 papers and 24 abstracts in 13 categories
including: planning and management analysis; financial amalysis;
decision strategies for management program budgeting; State level

- planning and analysis; and simulation models and management informa-
' tion systems.
Ddn, Robert L. 'Management Data Base Development.'" National ‘Association
o of College and. University Business Officers, Washington, D.C., 1975.
. A agement gata base is seen as essential for a management
informa?;sn system, program budgeting, program costing, management
by objectives, program evaluation, productivity measures, and
accountability_in~institutions of higher education. [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 dev;&%p—
ment, maintenance, and use in both operating systems and management
. systems. Methods for implementing a data base system are described.
L Plans for developing a computerized system are also addressed. It
is suggested thgg\@t the time a data base system is implemented,
any existing applications that "are not adequate or that need im-
provements should be redesigned to ensure igproved technology in
both data entry and retrieval.

B
v

o . "The Development and Implementation of CAMPUS: A Computer—Based Planning

and Budgeting Information System for Universities and Colleges."
Systems Research Group, Toronto, Canada, 1970. =

System with the following elements: , computer—based simulation
model; planning, programming, and budgeting-system; master planning
system; and integrated management and planning information systeme.

pober and Associates, Inc. Matrix for Planning. Belmont, Masf.:
Dober and Associates, Inc., 1975. . ' *t .
Organized-format for recording information }elevan “to the
fﬁfgrmulabion of -long-range planning policies and decisions for
- 'Massachusetts community colleges. : '

The Economics and Financ;ggggf Higher Education in the United States,
. A compendium of papers submitted to the Joint Economic Committee,
Congress of the United States, 9lst Congress, 1s jession, U.S. . =
- GCovernment Printing Office, Washington, D.C., 1969
Papers cover a variety of issues from the Federal perspective;
topics include equity and efficiency, planning, alternative Federal
financial aid programs, and the criteria for public invq?tment.
Gaither, Gerald H. "Effects of Data Base/MIS on University Fiscal
Management."” AEDS Journal, Winter 1977, 37-48. ,
" Examination of the/ management information system'concept and
L its implications for university fiscal management.’

Glasscock, David G. and McKeown, Mary P. "participative Management: Its
Place in Effectively Planning and Allocating an Institution's Data
Processing Resour.es.”" Cpllege and University Systems Exchange,
Boulder, Colorado, 1976. )
» Faced with decisions on how to most efficiently and efféctively
" store and protess information in a variety,of administrative and
dducational areas, the educational manager\is hindered by a lack of
. . : relevant literature. This paper suggests that the theory .of particI>
' . pative. management can be used to reach effective decisions .in plan-
- ning’ allocating resources for data processing. Case studies of
2 N the u of participative hanagement in making decisions related to
: data processing installations and management within a university
environment are presented in this paper.: Hints for applying this ~
technique are given to assist other educational adndnistrators in
the effective hllecation of scarce institutional resources for data '
. processing. w : o _ '
» / ‘
{
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Gleazer, Edmund Jr. and Yarrington, Roger, Editors. Coordinating State
System8. New Directions for Community Colleges, No. 6. Jossey-
Bass, Inc:, Publisher, San Francisco, 1974.
~ Articles focusing on cooperation, information exchange, and
~ coordination in institutional research and data collectioQ‘
o \ ~
Goddard, Suzette, et al. 'Data Element Dictionmary, Second Edition."
: Technical Report No. 51.: Western Interstate Commission for Higher
Education, Boulder, Colorado, 1973. - ‘
This document identifies data elements, many of whicn specify
institutionally defined categories.

Gubastag Joésepha L. and Kaufman, Norman. Deve&pping Information for
Academic Management: An Alternative t Computer-Based Systems."
Journal of: Higher Education, July/August 1977, 401-11..

Discussion of alternative approaches to computer information

systems; emphasis' on needs of decision-makers rather than system fﬁ
"developers. :
Gulko, Warren W. '"Program Classification Structure.' Western Interstate

Commisison for Higher Education, Boulder, Colorado, 1970.

' - Systems Program to help develop improyed management systel‘
and methodg of resource allocation. Rel d goal to develop
procedures which facilitate exchange of comparable data among
institutions. - »o

Heptschke, Guilbert C, Management Operations in Education. McCutchan
Publishing Corporation, Berkeley, Calif., 1976.
This book intends to acquaint students and professionals in
educational management with those activities in educational
organizations requixing technical, business relat(d\gompetence,

= and‘with selected management tools. )
' ) ! ' . . ti‘ ] : ~ : o hd
) : Hershberger, Ann M., et al. "The Development of the Data Base for Student ;
: B ) Aid: Description and Options." Stanford Research Inst., Menlow
., Park, Calif., 1975.
Discussion $f the problems involved in the development and
organization of Rta sources; indicates the arbitrary ecisions
£ dcegfery "in building a data base from existing Sour of
io
Huff, Robért A, ”Program Budgeting at Micro-U." Western Interstate
Commission for Higher Education, Boulder, Colorado,.1370.
Illustration of the application of WICHE's basic Management
Information System concepts.' .
Judy, Richard W. "A Researc Progress’ Report -on Systems Analysis for
‘Efficient Resource Allo ation in Higher Educatlon. Toronto .
Univ., Canada, 1970. i:‘
A -Report describing the major PIOJECES undertaken by the
' . K Institute ﬁor Policy Analysis of the Unzversity of Toronto.
. - ».
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S , ) . . . ‘ :
Keene, T, Wayne. "A Study of the Feasibility of Implementing the CAMPUS
. . Planming Model."  University of South Florida, Tampa, 1974:
. o A description of CAMPUS PMS including™she nature, output pro-
‘vision, component structure, and file input requlrements of the .

>, model.

K L3 v,”-'p T

v

‘L'

- ) . . J
Kohrman Robert E. "Academic Plannlng. Probldms and Possibilities.”
American Council on hducatlon, Washington, D. Cc., 1975, :
Advocacy of planning systems ﬁqrﬁhigher education mana§ement.
5 .. . : ;

Kl‘oepsch Robert H, Editor. s-"Legislative Decision Making in Highér
Education: * How to Get the Facts.," Western Interstate Commission

for: Higher Education, Boulder, Colorado, 1972, -~

.- T conference report on legislative dec151o -maklng in hlgher
¢ educa n is primarlly concernéd ‘Wwith the financing\of colléges and "
/s universitles. Management systems information is prokided, and 73

sessions were held on "How can a.State tell whether or-not it is u
getting its money 's worth?" and "How to allocate funds for various
" segments of higher educaiton." However, all of the sessions did ¢
not deal with dollar questions. Other topics that captured -the P R
I . interest Of the-more than-200 1eg151ators, educators, and government '
. officialdiincluded: (1) relevance in higher education; (2) academic
reedom aﬁﬂ*alternatlves to faculty tenures; (3) the primary functions
hf a staté “Board of higher education; (4) who.determines an institu-
tion' s‘role;and'objectives,,and (5) facts hbout WICHE with particu;an\
/’ 'go emphasis 0n its Student Exchange Programs.,.
- L ] . T
.Mann,’ icha}d L., et al.. "An -Overviewsof Two Recent Surveys of Administra—
TotINge Computer Operations in Higher Education." Western Interstate
Commisison for Higher Education, Boulder, Colorado, 1975.
o L. .Provides higher education admwingstraters with a general picture :3%
- " . -of current trends so that they can compare their’efforts and plans i

with these trends. ) . ) - -

o=

Manding, Charles W, and Huff, Roberf i.. "A Pr05pectus on the NCHEMS
S Information Exchange Procedures Implementation Project, 1974=75."
" Western- Interstate Comm1551on for Higher Education, Boulder, Colorado,
1974, :

& IEP, (Information Exchange Procedures) developed by the National
Center for Higher Education Management Systems, is . a-set -of standard
definitions and procedures for collecting SEStitutional information

St . rgdated ‘to: - costs of discipfines and degr programs, outcomes of .

instructional programs; and- general institutional characteristics.
. his groppectus. descrlbes "IEP by answering the following questions:
) What is IEP? (2) How was IEP developed? (3) What are the

g »components of IEP? (4) How have institutions used IEP information7

> -(5) ‘How does NCHEMS support the implementation process, ‘and wh

, 4. ° costs e incurred by an instifution? (6) How.does an instituti
. become.involved inr the IEP dimpl mentation project? (7) What source
) materials are available for IEP7 o . ?%. ‘ _ .
LS e .
A ) 4 , ’
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fartin, James S. Data Ejgment'Dictionary: Finance, ~Seq’;&d Edit S M

Western Interstat@fl n-m:sion for Higher: Educatlon, oﬂﬂder,
Colorado, 1972, 5Ta ﬁ'“ “;‘f‘% 2 g

This document ks¢intended to servE as‘a gu ‘f%ﬁ&ins itutions
mentation .of

in,the developmént oiwd@ta bases to sugport the-impl- }
E ;anning and manag eqﬁ systems. It idéﬂtlfles a ;scribes those -
sfinance-related ata elements: (1) required togsfgpdrt current s
hanional Center for‘Higher Education Managementhystems (NCHEMS)
_ prodﬁsts' (2) anticlpated as being yequired for future NCHEMS
~» " products; and (3) commenly maintaindd by institutions for operational
P apd reporting purpdses. . It should be emphasized that the da
._m“categories and. definftlons suggested represent commf‘f2vj,e except

in those identtfied instances for which accepted n:-“‘ “%gtandards
. y . . : r

$ . exist.

éﬁg. o o - . _ . A y ]
iEwman, Frank, et a& ' The Second Newman Report: National Policy and Higher
", .Education. ;ﬁeport of a_ cial task force to the Secretary bf HeaLth,v

R ress, Cambrldge, Mass., 1973,
e Management Information Systems
Jfrgmmission for Higher Educatlon, Boulder

“> Education and »fare.

Jbjectives and Guidelines of
Program. vWestern fnters
_Coloradoy,. 1969,

. ‘: Thé, Westet nterstate Commissiem-for Higher Education (WICHE),

Lo respond ng to a need for systematic data collection and utiliiftion

B - for the fecti?exmanagement of increasingly complex institutfons

) L of- h1ghertedugatioﬂ$ appointed a design committee’ to develop con-

captua*ﬁfraqew”fknand guidelinﬂs for a management information systems

project.Q,Tﬂef%eCOmmendations of ‘this committee of representatives

, fyofi i %L uti of. higher education and State agencies in the West:

E=,kﬁwere rqy{éﬁé A né accepte& by a larger representdtive committee. The

the deSLgngéQmmittee.‘ T WICHE Management ‘Information Systems Pro-
Uf Joram is%h‘reg;onal cooperative 5-year project to encourage the £
3 development,of management informatjon systems with ‘common data elements
“in ins;@tutioqs qﬁ higher education. The purpose of the information
agyﬁtemqwénd datarbases is to improve the capability -of local institu-
:tions anafagenties to allocate resources more effectively, and to o
SR provide companable i/;agfrom throughout the region and elsewhere on *‘V*
\ the ¢ostBf fnstructional programs by level of student,:level of
- coursey. 4nd®field of study. Th¥® report presents the objective,
lplanned and anticipated phases of the project, anek descriptions of

data requirements for effective dec151on-making on the allocation of
-« .

. resources. ’ )
- /
>adley, John. "Mapagement and Decision-making in Universities
Quantitativ Approach " Educatlonal Administration Bulletim/"’
_ Summer, 1972, 17-21 , ’
A seprch for more comprehen51e management information}éystems

I
r'Y

. -to assist decision-makers. . _ n Ce . S
‘ ) . B
’a - . 2 d q . g . . . o .
; :
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Palola, Ernest G., et al. '"Program Effectiveness and Melated.Costs
~ (PERC): An Overview." State Universityof New York, Saratoga
Springs, 1975. . : o ﬂ, f
* A disciieion of the PERC model pointing oyt.gertain minimum
‘tagks that must be completed to build relationshgps between program
e egtiveﬁess and related costs. ' Lox

parden, Robert J., Editor. "An Imtroduction to Prqgg;_“Plapniﬁg;
Budgeting and Evaluation for {iglleges and Univesgities." The Pro-
ceedings of a Conference. Sant®h Clara Universityy California, 1970.

Conference covering four objectives: define progrhm budgeting,
interpret the vocabulary of systems analysis, Adentify the range of a
levels of involvement, and appraise the current use of program

budgeting. Y,
. ‘ IR

[

Parden, Robert,J. "Rationalizing Management Information System Costs."
College and University Systems Exchange. . The Managerial sRevolution
in Higher Education: The Role of InformatPon Systems. Boulder
Colorado, Dec. 1976. (Arlington, Vad:. . ERIC document- reproduction -
se@@#&@, microﬁyéﬁé number‘ED—146945.) e T '

*.""This paperfexamines the proposition that magazement information

systems (MIS) for colleges and universjties are Yt achieving their
original objectives of supporting better managfﬁng ﬂdeci§ions'by

. providing more and better information in a more tinfal _‘f"t_mer_. As.

a ocoensequehce, the MIS activity should :be retlucéd in scope, and :
standardized to achieve lower costs. + The resources that are released
can better beyjused to sustain institutional viability. The: basics -

‘. these ‘set forth are (1) MIS is a good idea,:p@t,éhead‘of ;ts time; ~
(2) MIS was a solution for a little understood problem; (3) colleges
and universities are not time-dependent like busiress; (4) "bétter
management' should not be confused with policy Jecisienss. (5) MIS was
a help for yesterday's centralized planning; (6 informat#n collected

. h%pst#'q- ha_iéf, no, value uti'léf,ss’ied‘; (Z{) it's pever too late for a

vl d rehénédve“ogganizatiomal-analyéis;'(8) standardization of comm

operating procedures on a national basis is one route to lower campus 1

‘informatygp.costs§ (9 Whethegh?rderlﬁ,or chaoticy reggenchment will

occur, . .4 ) ‘(",\\:g

.

.. Plahnini Two Year Collég&.l Ohio Board of. Regents, Management inprovéhient !
o . Program, Columbus, y#973. . 8 :
¥ One of fivefj§i@Ruals designed to improve management practices in
_ Ohio two-year coM@ges. .Includes a discussion of “the planning process
. = and a bibliography of planning literature. o P

“"postsecondary Education Issues: Visible Questions Invisible Answers."
‘ Western Interstate Commission for Higher Education, Boulder, Colora®o.
Proceedings of the 5th NCHEMS National Invitat}onal Seminar JRl9.
S With some justification, the inability to answer most of rthe®
/// iﬁpdftant%ﬁueéqions in higher educafion is due to the lack of neces-

. sary information. But careful examination of .our wany faceted
queé}ions.suggests that more .information may not be the only answer, .
The Natfonal Center for Higher Educatiofi Management Systems (NCHEggz)‘ .
has found othér aspects to the postsecondafry infizj?tion problem, #'

: . "'i i ‘ ‘ o
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the fundamental questions and those in thelbest position to answer
them. Second, information resources do eXist, collected\e{ther by —
individual researche® for purposes of investigating a relatively
narrow specific aspect of postsecondary education or for purposes
“not directly’ relatedito postsecortdary educgtion. The NCHEMS be-—
lieves these data can be used in postsecondary education decision-
making much more extensively than they have been used in the past.
In pursuit of this- hypothesis, NﬁHEMS called together people with
nique knowledger of information needs and information availability
“ét all levels: Federal, State, and institu i}onal both inside and
‘utside the postsecondary- education communi This -document
presents seven major papers delivered by these people at a seminar,

+ and includes responses to each pnper. L.

. First, a huge communication gap often loh:f between those asking

Purves, Ralph A. and Glenny, Lyman A. -''State Budiiting*?or Higher e
Education: Information ggstems and Tec Analyses." Center { E
for Research and Development in Higher Education,. UnivErsity of fj :
California, Berkeley, 1976. . »
An overview of the trends in information and analysis activities ,
typifying each of the State budget agencies i States. - Includes #
. the principal style of budget review; consideys the steps involved*
in setting up a State—level information and a aiysis system. ' u!T{
Romney, Leonard C. "Information Exchange Procedures: Overview,and General g .
Approach.” Western Interstate Commission for'Higher Educatio 3 ’ Co
Boulder, Coloragﬂ? 1972, g{‘jﬁ 3
The Informition Exchange Procedfires (IEP) project cre#tes th€ I
capability for exchange and reporting of that information, both Voo
i;ancial and otherwise, necessary to calculate and evaluate costs &!{f:
P
4Gt

N

\

by discipline and course level, (2) by student major and:student
level, and (3) per unit. of output. Most uses; oq'somparable infor*
mation and analysis can be grouped into three ma agement functionSﬂr
resource acq3§sitionsL resource allocation, and anning and manage-— #

9 - v

ment. The md%jor benefits of comparative analysi§ come from dete 7ﬁ

mining why diffegences exist. rinciples used to guide ‘efforts. ’-. -fk

this area indicate the® collected data should be useful to-.the de- . R
3 o

”fcision—making and* planning process of postsecondary education, the-ﬂr
-conventions and procedures for aggregating the data must be uni.--"*

-and jacceptable, and the reporting and exchange ihgpld involve two- : Vo
: way mmunf®ation with built-in erQE:Ek mechanisms, The two phases hfilt\
¢ of the project are concerned with t costs and full or alloc z. 4
3 " costs. . T

Rice, Gary Alan. "Implgkenting a Resource Rquireménts Prediction Model ":f
in Community Colleges.” Ph.D. Dissertation Washington State ’

b University, 1974. F -
¥An examination of RRPM conclud ng that the computer—based o
long-range predictiqnimodel wda an ichent, flexible, accurate,. and,’,~
.economical way oﬁ’simﬁlating ‘a variety ‘of- alternative conditions.:'
* > '.-.'_-“", o . s




Sandin, Robert T., Editor. '"The. Univeﬂsity ‘as g?System. “Educational
* Comment, University of Toledo, Ohio, 1974, )‘g/

) Four articles advocating the systems approach as the most
practical way of dealing with; the complex problems of university o
planning and aduinistration. I : o

Schroeder, Roger, ﬁé Survey 5
Operationss s-fﬁaaagementw Science, April 1973, 895-906, _

Discus§fiin: ot applications:and research'of the management :

sciences in stitutions of higher .education. ’

‘ . > T :

Singell, Larry D. '"The Problemt 0‘ptaining and Using vRéaburcesa;i 5

Education: Some Proposed Programs for Rurposive Change.?a

Insti e of Educationy Washimgton, D. C., 1971, oot T :

‘ "A®vocacy for change: involving_significant expanéion of Fed“t"

financing for edud.tion, decentralization of the administration;an

control of ~schools, anz the creation of ,regional centers*for educ'
n

; tion research traini .innovation, and information. °

>

Mdnagement Science in Un1vers1ty - \t‘
!

gh ‘ .

Smith Stuafrt C. Organizatioﬁs in Educational Administration " A Direcqgrz 4
of Information Sources.  Oregon University; Eugene, 1968. '

To assistw§earchers in the acquisition of information related tq

-,7'educationalz;hdnistration. 10Z organizations working in the field -
are listged, including U.S. Office of Education— 1gd regional labora-

. tories and research centers, university researc service-bureaus,

independent organizations. Each listing includes the organi-
Aon s name .and address, policies. for supplying informational '
materials-geographical area served, and specifiéssubJect areas- within
the organization s range of interests. A. subJect index of .over 200
‘terms is cross-references with the_ drganizational index.

Postsecondary Education-Profiles Handbook, .1977 Edition. ,Education
Commission of*the States,gbenver, Colorado, 1977. “

Information on postsecondary. education ins the 50 States and the
Pistrict of -Columbiakis organizquég four .main parts: (1) narrative. ’
description of the State-level co inating or governing agency, :
inatitutional governing boards, current master planning act ties, .
vtheleQ}.comm1551on, State student” a®sistance agency or-a
_State ,board of vocational ‘educatien, State-level organizati§

_ ivat -colleges, State licensure or “approval agencies, commi tees

y. 5~ for: ‘axticulatfon between elémentary- secondary and postsecondary
£. ion, statutory advisory committees, and nongovernmental, public/

VH éolleg_vpfganizations, (2) descriptive statistics including

- “information about- State population and trends, State. and

Staﬁe and local governmen 1 spending on higher
| géneral, student demand, ijutional mgogram mix,
load} diversity of £ 1ng’§o es, and student

—;-%3) annual dnd bianpual repor¥s. available and

reéj rtsfand studies; ;e.and (4) special reports and
P

: nd ¥way or planned. . .

«
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Sharles R. Data ?%?ment Dictionary: Finance. A Teébnicaly _
port Copcerning e Related Data Elements in the WICHE . 5™
gsment Inform ystems Program, 'lst Editien. Western f"

. , o
: , This d6cument fg one' Of the 5 sections of the Data Elemedt .
. Dicti nary deVeloped as. part of the WICHE Management Information

o yst s (MIS) Progtam. The elements in this fﬁction apply £o%“%oth A

the current and historical data concerning fimance. The purpose of

will be truly comparable for interinstitutional comparisons, while
allowing institutional gutonomy in such matters as coding and file
tructure. One of the major ptrposes of this section of the.
Dictionary is to obtain longltudlnal datd depicting changes in
characteristics over a periad-of ‘time. The criteria for inclusion
of data elements are: (1) necessary for” completion of Higher
L@vcation "General Information Survey (HEGIS); (2) likely to be
needed for the Student Flow Model, cost exchange procedures, and the
j;n Resource Requlrements Prediction Model; (3) necessary to link .
‘ operational files together for the derivation ¢f information; amd e
(&) basic tovinstitutional record keeping. The data elements are:

5 (1) fund grou (2) source of fuMls; (3) organizational unit;
(4)°account number; (5) prqgram identification; (6) functional%
classification (7) obJect classificationy- and‘(8) dollar amount.
A,number;stitle, description, and comments define each data element.,

: il addition, the ant1c1pated utilicy of ‘each element is ind1cated. .
hompsons, Donald Lo PfBS The Need for Experlence. Journal of Higger
jg Educatiopg. November 1971, 678-91."

Disc ission of the- problems institutions of hlgher education
_ encounter in opening for discussion the inngr workings of the:
_,f'system de51gqed to allocate resources and evaluate performance.

~

o Welch James A. and Jackson Linda M., Editors. Educatlon Data Elements
- Dictionary. ‘Institute for Services to Education (DHEﬁS,
o ‘Washington, D.C., 1973 ¢ . .
Higher educational data elements defined and desct bed under
each of the following:categories: inst1tutional faculty/staff
student, physical facilltles, f1nanc1al, and general education,

[ . RS .-.."» /’ ]
Wing, Pa*' et al‘f‘(' J&Statewide Measures Inventﬂ)ry." Technical Report 6€,

. - We rn Interstatg Commission for Higher Education, Boulder,
A Colorado (DHEW, Washington, D.C.d, 1975. ‘

% - A list of concisely defiged items of information reLevant to
' Stabewide postsecondary educatiqp p%anning and managem 1?5\ Inven-—.
' includes elght sections,f of wgrich _is F1nances. e
T " » , ol ; .
o~ oA

v the WICHE MIS Program is to make it possible to derive data which (
x
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