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‘CHAPTERI , Ty

THE LEGISLATIVE CHARGE AND CONCEPTS OF COSTING = S L

-

e

fanc L -

IN'rRthicTioN el =

o & ' :
’ 'Ih1s f1rst chapter rev1ews the Leg1slature s 1nterest‘-1n 1nformat1on N

sn’ the cost of instruction. - It provides-a brief disciissdion of:the
factors prec1p1tat1ng the leg1slat1ve request for such” information—

*, " .and documents the. .directive ‘to the Comm1ss1on., A procedure for.

. developlng a costing system .that will be respons1ve to the ,

: ,(Legl.slature s interest is presented. - o "
.-v i ’ B : ' C --_ .. ,9- ; . ) '
THE’LEGISLATIVE CHARGE A T

In h1s 1979 -80° Analﬁls of the, -Budget Blll the Leg1slat1ve Analyst

T recommended that ' the Comm1ss1on develop ‘comparable ’ cost -of-
instruction data fqr t.he three public segments. The full text of the

- Leg1slat1ve Analyst s comments follows. S

. We recommend thal: the Ca11forn1a Postsecondary Educatlon R ‘e?_'
-+ . Comm¥ssion (CPEC) be ‘directed .to develop c&parable costs o
o of a)« J.nstructlon, by ‘major d1sc1.p11nes and level of-
-~ 1nstruct10n,‘*and b) support services, in
S higher education segments, and.submit
.. - to the Leg1slature by. M;rc»h 1,51980.

three pub11c .
~pre11 '1nary report

'L'here ‘have : been a var:.ety .of attefnpts in. recent years to - |
- secure comparatlve data on the ‘cost of h1gher educatlon'*

§ 'programs.- A ST L
A (l) In 1965 SCR 51 d1rected CPEC 'S predecessor, the

a ‘_ro Coort}znatlng Council on Higher Education, to develop an °
"+ . . annual report comparing salary levels and benefits of ‘W
Ca 1forn1a institutions "with those in' other states. -

This - indirectly facilitated comparisons between the two : =

Ca11forn1a segments ‘then in ‘existence..

/; (2) In 1971, SCR 105 Alrected the Councll to" report
< uniform data om costs of instrugtion for 'the  thre ?
- segments of h1gher educatlon Th1s as o ly partial
.~ - complied’ with and eventually suspende due t6‘
_ methodologlcal problems o P &

- \ _ (3) »In 1978, supplemental language to the %ﬂget’l}ill
- directed CPEC ‘t¢ . develop common definitifons for

. reporting graduate FTE A preliminary report has been  _
S d1str1buted _ S o S N

..




- In splte of these effogts, the Leg1slature st111 lacks the" .
‘ data necessary to -make’ - 1ntersegmental program cost 7 -
, compar1sons. fe ST e T co
. . - - . .o &, .
AT -In addmtlon to the h1stor1cal concern, the emergence of .
- “the community colleges as the single largest'item of statg
- support. for higher educatjon raises, new questioms about = -
~ the . equity of funding between the segments.- In the next . ‘
/'section 'of ‘this analys1s we, are recommend1ng the 1nc1us1on
- of - community colleges in the anmial CPEC report on .
-salaries -and benefits. . The* inclusion ‘of salaries pa1d at
- scommunity colleges will prov1de oné -important- source of
comparative data. However much . add1t10nal information is -
necessary to assist the Leglslature in, evaluat1ng the .
.allocation of state ‘support between the. three segments .of ° )
higher education, the distribution of support within each - =
"'sagment -and--the- mer1t of’ requests for program 1ncreases. o

L 4
1
™

Becausg -of-the var1ab111ty found between programs, levels .

- of 1nstruct19n, and support serv1ces,__we~recommend that -
separate cost and staffing factors ‘be - developed for each :
of these eléments. This "task logncally ‘falls to’ CPEC, the’ ..

e agen created specifically to foster an 1ntersegmental '
' . apprpach " to -higher- education. The development of
comparable cost and staffing factors is basic to any
: .attempt to 1nterrelate the: segments, and’ thus. should be
. given top.priority by the agency. . A deadl1ne of March+1
: ﬂ1980 _would provide sufficient time “for. the agency to T
2 develop ‘preliminary - factors' that could be reV1ewed in :
hear1ngs on the 1980-81 budget._: R - i R

i . - PP . -

) R PR Lo s _
'Subsequent dlscuss1on before leg1sla ive comm1ttees and Wlth the -
»nglslatlve Analyst's staff resulted(in an agreementwthat the = Com= .
mission:would undertakea—feasibility study to examine the useful- /[
-ness of’ cost-of-1nstruct10n -data for Ca11forn1a., Under this agree- .
ment the Comm;ss1on was to develop a feas1b11;ty study that would '

: l Ident1fy alternatlve programs capable of generatlng cost-of-

ool instruct1on data; | .

~ 4 ) . . : . . .’ e
L .

_.2;» D1scuss the ! usefulness" of. such data ln: planning;?:
- managementa and budgft review; and e

s .
- : . Yo

3. Doctment the cost of 1mplement;ng each alternative. -
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b RESPONDlNG TO THE CHARGE DEVELOPING A "COSTING SYSTEM" {‘
R N R o r . . '
The key requ1rem§nt of any cos'txng system, 'whether des1gned for
educat1on, government or private 1ndu$try, is that the system mus\ b
e’ 1§

respond’ to. tht needs of those who will use the cost 1nformat10n. Th
‘costing: syste 'developed in this report is 1ntended to respond to th
Leg1slature s’ perce:.ved interests, with.considerations provided for
g the 1nte,rests of the segments and the Comm1s51on. - Inspection of = .
s pnor legislative dlrect1ves,4 ihterpretation’ of. t'he/Leglslatlve b
,'. lgst s recommendatlon, and a rev1ew of the manner in which similar .
- cost data are employed in other states, suggested to Commission staff
‘ that the Leg1slature s interests lay in the development[of cost data
o that would meet Some or all of the follow1ng ObJ ectives: 3

l-. Document, to’ ,a gr,eater extent than presently poss1ble the _
. _fe . expendltures assoc1ated w1th spec1f1c educatgonal act1v1t1es" 5
* .. = . . - v“‘
2 ‘Penmu’. inter=  and - 1ntrase ental co compar1sons between\
\' s1m11ar edﬁcatlonal act1v;=t1es us1ngs§omparabl e measures of -
N costs;' S e y _ . : "'.;‘j }.

N '3. Employ comparable measures of cost to ensure appropnate'
Lo e levels of fundlng for s1lear act1v1t1es amohg »and *between K
segments, S - 2

R Pred1c1: w1th grea.ter- certa1nty- Fhan presently rposs:.ble the
. 1mpact .of changes in State-level edlicatlonal pollcy upon

Lo segmental fundlng needs and -

N ) L e

LI

L . 7 v ' : L ' ’ . o
. "5, Aid in the development ‘of new student charges where ;such ~- .
: charges are based upon- the " cost of prov,s.dlng educatlonal
RIS support to studep.ts '77;»“1_ s N :
: These obJectlves a.re by no means a11 ‘;nc1u51ve nor‘ are’ \they

necessar:.,ly consistent with those pursued by other states- that have

’ loped. cost-of-1nstruct1on' information. Whlle ~detailed | _
odpation, regardlng the motives ’o'f other states‘has been d1ff1cult )
btNn. l/ the ava11able °11terature suggests ,;hat; T

e . ‘ ‘e .
ome: states have developed cost-of-1nstruct10n 1nformat1.on
-for dec1dedly d1fferent reasons than ‘those 1dent1f1ed for
Gahform.a.- St ot - : o
W « I P T -

Some states use. cost-of-1nstruct1on information for d1fferent
purposes, than those envisioned for Ca11forn1a, .

,_>‘3_.‘ Some ‘states embrace the concep‘t of 1nter- and 1!1trasegmental
SR cost .Comparisons while others spec1f1cally*re3ect this

A notion. oo A ‘ :

Aruitoxt provided by Eic:
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.04. '.Some stabes develop cost- of-1nstruct10n data w:.th the prmary
. intent .of utilizing the” .data- in' sgatexlevel budget
- preparatlon and review, - wh11e other s?tes employ the d.ata
O ‘for campus-based plann:.ng and- managemen purposes only. '

a5, Some S'tates claim, suctess in estab11sh1ng 1nter- “and

oo ) 1nt.rasegmental cost comparability standards wh11e others T

L, .appear to have abandoned hope Q; d01ng so. o . ST
Clearly, the factors mfluenclng the development of .cost data, the
purposes for which the data are employed, and the degr.‘ee to which the
data are utilized dn_inter= ‘and - mtrasegmenta'l/campus comparisons

~ vary dramatlcally among those states that have implemented cost-of-

;-4 :Lnstructlon programs. The experiences of - other states’ do, however,
1appear t$ be cons1stent on a number of points. o

-
Y

- 1. Few- states appear to have . rezlzed all - of the1r or1g1na1 "; ..
. obJectlves in employ:.ng cost—of-lnstructlon data. e : :

- - !

2. _Nearly every state that has developed cost-of,-:.ns'cructx.on
_data has experienced some leveL of d1ff1culty En estab11sh1ng
comparab111ty standards .

9 o : .
, 3. Host -states - have found th t- the development of cost-of- 4"’
L .~ imstruction 1nformat10n has taken much longer than or1g1na11,f
' ' 'ant1c1pated - , . : :
IO ) '.j..-‘ v .
The © f1ve areas of perce1ved Leglslatlve 1nterest ‘in cost-of- ¢
instruction information .are founded on the va11d1ty o‘f one or bath of

‘ che follow1ng a5sumpt10ns. L R S f - .
o ’ 3 ’ - -
: 1. that cost-ofﬁlnstructlon data can. be developed ‘in, a manner
. that accuraﬁz represents spec;.flc educat10na1 ivities;

"and, - , , T
. _v a . - . . \_‘/ L S 0'.
. 42 that'. measures can be developed ‘to perm1t the use of the '
. . §o mparable cost. data in 1nt!§r- and 1n'trase ntal com-‘ S
B par1sons. . , _ , _ %e o
: : ' - : B R T L
, These aré two exceedlngly\lmportant p01nts. 1f.accurate cost dati -
N _cannot be developed, or if comparab111ty standards. cdnnot be: estab_-
llshe‘d some or all of the Le 'slatureq s interests will. not* be-_
3 addressed -The remainder of ‘{his- chapter is 'devoted to an.
exam1nat10n of the issues ofsaccunacy and c@parablllty.
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The Pursuit of Accuracy Reso]vmg Methodo]og1ca] D1fferences

L - . - i

leferences 1n ;ﬁgt data among campuses/segments may arise because N
d1fferent proce ures are employed -in’ the preparation of data. Such °*
. differences are termed methodologlcal d1fferences They emerge when

o 1nd1v1dua1 Judgments are~exer§1sed on issues such as- B s
. . T . .
.;' - 1. Sub t1tut1ng - surrogate tdatav.where ,actua1~ data - are

T o e e T
77 2., Establishing instructional .cost ‘objectives and activity
PR structures;;' ' : : .

* . -+ unavailable; - . AR o e R A

o 3.‘-Ass1gn1ng costs to part1cu1ar act1v1t1es~ g R .,.-ff c
e L N 3 .

4., Translat1ng costs from one accountlng system to\another, and

: .

‘,25; Implementlng.faculty t1me and effort reperttﬁ§‘systems
In - the 1ast decade the Nat10naI°Center for Management Systems
GNdhEMS) has developed. standardized procedures for. developing cost-
of-1nstruct1on data. The! NCHEMS syste has recelved substaht1a1‘_~
pub11c1ty, evaluat1on, and, in many s ates,,acceptance ds -the - -
costlng system that most effectlvely minimizes methodolog1ca1 o
d1fferences. e _x; .

. C SR

Subsequent chapters W1ll describe the NCHEMS costang methodology 1n
° greater, detpal however, ‘the NCHEMS procedures for developing cost=’
? -instruction data at. the campus level can be summar1zed 1n the _
fOllOWlng f1ve SLeps:.TT e s Mf"- e ‘f'f‘f"wa
R T . .
1. Campus expend1ture data are translated from a campus-based. L
' accounting System-into a staterlevel, standard1zed aCcount1ng Q\
structure called the Program ClaSS1f1cat1on Structure (PCS)
- 2. vAct1v1ty surveys are.adm1n1stered to faculty, and sal¢r1gs,,
~ benefits, etc., are prorated among .selected elements: of the
uPCS (1nstruct10n academnc adm1n1strat1on ‘etc b E based upon .
‘each faculty member s actual work pattern, e

LN
o

Campus "overhead" expenses (11brar1es, plant ma1ntenance,
" executive ‘management, etc. ) are prorated among 1nstruct10nal
(research, and community service act1v1t1es, using formulas

applicable to -the part1cular overhead category. (For

exafmple, plant operatxon expenses are often. ass1gned to |
e specific 1nstruct10nal‘d1sc1p11nes, based ¢n the ‘square - A
o foctage utlllzed by each academ1c department )
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‘4. To develop the cost per student cred1t un1£ taught the total

. cost of underwriting'a particular academic discipline (the
e ~‘~sum :of steps 1 through 3) 'is divided by the number of credit .
: ‘Units -taught -in® the dr§c1p11ne (and if desired- by level of
1nstruct1on) J" . e . T .
5. To obta1n the cost per. cred1t unit taken ‘by student maJor (and
'. ©  .if \desired by level of student) X the cost per credit uynit
' tauggt by -each-academic discipline is ‘distributed;to student
" majops based on hctial student ‘enrollment records to obtain’
. the ‘cost per credit unit taken by student maJor (and 1f
des1red by level of student)

.'Of: these f1ve«procedures, only steps l 2,-~and 3 are. susceptlble to.

methodological - differences. - The NCHEMS;vcost1ng ‘procedures
+ established for-each of these steps serve to minimize the potential
- for methodolog1cal d1fferences in cost computations. The’ NCHEMS

costing procedures however, -cannot guarantee complete accuracy
. because‘, S S
S 1. ' Some campus accounts cannot be read11y or d1rectly translated
. ‘inte ‘'a corresponding  PCS account.  In such instances the
, 'Judgment of a eat dministrator regarding select10n of the
$ ~ appropriate “account t?anslatlon. procedure ;_J[ 1ntroduce
o methodologlcal d1fferences.;, S L :

2. Faculty-act1v1ty survey 1nstruments are usually adm1h1stered
< .on a self-report1ng basis at a.specific time dur1ng the
_~  academic_ year. Therefore, gthe potential exists , for:
TR 1nd1v1dual faculg misreport. their act1v1t1es,'1nten-
' tionmally or 1nadverte tly, and. thereby introduce  errors 1n
_ the. allocatlen of _theix salarles to . spec1f1c educatlonal
activities. tFurther, ‘the - snapsﬂbt" nature of the survey
procedure assumes. ‘that faculty activity during the perlod in
which _the survey is. administered. accurately represents the
-faculty member's act1v1t1es for the entire ‘academic year.

B 2R faculty member s salary to h1s/her actual act1v1t1es
s throughout the academ1c year ' ‘ :

v

costs to .instruction, research and communlty service" are
usually general in nature, and may not be precise enough to
_ensure that each educat1onal activity receives its "fair"
shagre of “institutional™ overhead. The potential exists for
- ode or .another academic department research center, or l
.+ community serV1ce program to be ass1gned e1ther ‘more or les
SR than its actual share of the campus s. overhead costs.

El{fc S .

Aruitoxt provided by Eic:
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"This assumption creates. the potential for m1sapp11cat10n of a.

V’3Z._The formulas employed to. dlstrlbute 1nst1tut10nal "overhead" .

‘.)
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In sum, wh11e the NCHEMS procedures have done much to ensure thel?"'

. precision of cost-of<instruction computatlons, the potent1aI ‘exists

" -for certain methodologlcal differences to- creep into the process,;ﬁ

_jjaffectlng ‘the acturacy -of the resultant ‘data. ‘It should be- noted

however, ‘that methodologlcal dlffenences ex1st in. all cost1ng
efforts. S o . . x.

o
- e

. . - . , . i

'The P““SU‘t\Of Comparamhty Deahng mth Functwnd] D1fferences T

ot

"~,

'-Functlonal d1fferences ar1se in cost data dne to d1fferences among

" institutions in thier: 1nstruct10na1 research and/or communlty
service ' programs. Such' d1fferences ‘are usually based. upon.
-differemces in institutional "character"--dlfferences that 1nvolve.‘
the ' persona11ty" of the campus. ‘In general, functlonal d1fferen€es
_at the campus level are d1ff1cu1t to describe and.often impoesible to .

_quantify.. These d1fferences do, however, have the ‘potential to
influence the. outcome of: cost-of-nnstructlon data to the point that

- comparisons ‘of. apparently s1m11ar act1V1t1es of two campuses become.4
jquestlonable.vt o S . s ST

- P . . o

Functlonal d1fferences may emerge in a var1ety of ways. Some of the
more read11y ident1f1ab1e sourtes of funct10na1 d1fferences are.

- -

-

S T Instmtutlonal roles and m1ss1ons, o
. . - D A A .

. (1 . < CoL . A
,.:ﬁ;f 2 Const1tuents and the1r ,attendant lnfluence on: campus
' ' :serv1ces, : e

3. Degree of 1nst1tut10na1 "matur1ty"

s

[VEN

A Gémpus scale econom1cs

5. Geographlc locatlon,llri'
‘f?‘6 Campus and/or segmental governance structures, .
&) vf. 7. Program quallty, and ’ f T ”di : . Co fy
Aqxj‘ 8.. Revenue sources and the ava11ab111ty of funds. f:iﬂ . 3'
' The elimination of methodolog1ca1 d1ffefences, wh11e an arduous and &
painstaking process can- be ‘achieved or, at the least, ‘pursued toa " .
high level of resolution.  Functional d1fferences are by definition -

1rreconc11ab1e and w111 be'a factor 1n all attempts,at cost comparf“‘ué
° ab111ty A S . . - e

. . . . . . A

., There are, of- course 51gn1f1cant funct10na1 d1f erences among
California's three pub11c segments of h1gher e catlon,, The

Aruitoxt provided by Eic:




Un1vers1tykbf Ca11forn1a emphaslzes research and graduate stud1es. R
'*.¢The California ;Staté Un1vers1ty and Colleges igs oriented towards =~ -’
.undergraduate 1nstruct10n and- programs through the master's:level.
Theé .CaliforniG .Comnunity.: Colleges ‘are c;%mltted ‘to public servfce

;‘act1v1t1es and two-year academ1c and vocatlonal educatlom programs.
"These functlonal d1fferences, es!§511shed under the 1960 Master
-, Plam,"act as inhibitors to 1ntersegmental comparabxllty This- doe does
Aghnot mean, however, that. all educat1onal activities-.su rted by one,’
‘'seégment are, + by def1n1t10n, noncomparable w1th thosépi%\the other.
f.segments.:v Comparlsons of’ .seemipgly s1m11ar act1V1t1es, among
segments should not be deemed 1nappropr1ate solely. qd: the basis of »}‘
fd1fferenﬁuatlon of funct1on, ‘bt ¢ rather as- a result of close .
1nspect10ns of the act1v1t;es to be compared ,( - : A

£ 'R .
l. .
LTI

‘."The Usefu] ness of Cost Data 1q a Pract1ca] Settmg '.;'! Do
The - NCHEMS costlng 11terature 2/ sugggsts that methodologlcal and
. ffunctloﬁ\fvd1fferences can be ameldorated by proV1d1ng a detailed .
¢ program descrlptlon ;for ‘each set of program’ cost data that 1s»_
~ “‘employed in 1nter1nst1tutlonal cost -comparisons.’ NCHEMS further-~
\.fsuggests ‘thiat “those respons1ble ol maklng ‘the comparisons should
not ° agtempt direct cost: comparlsons in those lnstances Where
programs d1ffer s1gn1f1cantly 1n scope and obgect1ve. R

’ a . - . . L.
". .." . ‘a . . . . )

'G1ven that both. methodologlcal and functlonal d1fferences are’preS*"
;ent in®all cost-ofalnstructlonycomputatlons, how useful can the data

" ‘be whén viewed in-terms of the f1ve 'legislative. objectives 1dent1fred g,
_earller°- Unfortunately, the” experlences of educators familiar with .

" .the; ¢osting procedures prov1de only 11m1ted gu1dance in respond1ng
. to the questlon. f-: el e oL ‘ 3~

.

[—

.For example‘ Harold L Enarson Pres1dent of Oth State Un1vérs1ty
7-“observed 3/ 0 . . .
. - e
T Skept1c1sm about the usefulness of student unit’ cost ‘data .- R
 extends from internal adm1n1strat1on., to’ external. use by o -
- state controlllng boardsy "and ‘state officials. As. most P
-publlc institutions. face, at bést, nkar. stab111ty (more ~fn7
.typlcally, serious enrollment dec11nes) the trad1t1onal
,Student dnit cost -data appear-to serve: poorly To use such, :
., data’ as the major buil'ding  blocks for determining ff watt
‘~fappropr1at10n levels is’ to. 1gnore reallty and 1nV1té “ :
”1ndefens1ble and - #ntolerable cuts. - : . '

- Lo . " P REEREAS
v . o S o R
. .- o .

Davld Brown Executrve Vice PreS1dent for Academ1c Affairs and :
. 'Provost M1amf Un1vers1ty, pressed the same point with even greater
' 'V1gor. In speaklng to the issue of planning -and manag1ng for the
Q.e1ght1es 4/ nr BroWn exho;ted college off1c1als to. e

Aruitoxt provided by Eic:
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Subvert all attempts tp standard1ze cost data collectlon.-»
. . . The ut111ty of th& college, ' as among many

' ',1nst1“.utlons, is its freedom, not its efficiency. . The
collection. of  comparable 1nter1nst1tut10nal data, beyond <Ly
- fundamental ‘statistics such as enrollments and budgets, is.. .
(much 11ke atom1c energy) too r1sky to be worth d01ng ' o

3

Speakmg to the ‘same’ 1ssu_e but from ‘a d1fferent V1ewpo1nt George :
Wea ers’by, Comm:.ss:.oner fo.r ngher Educatlon 1n Ind1ana, noted

.-'u.

,th :|.nst1tut1 l %nd state-level staff in I-n'alana are "
'"'sfalrly cquortable w:.th the coSting methodology belng used,
given ' that ‘average cost information is be1ng collected.
Most of " the comparab111ty problems’. have been" resolved
-although, it' was felt that one more iteration of.the cost
study would be useful. A key actlon that’ ‘helped resolve the -
comparab111ty problems was to regulre reconciliation of ‘the
o .cost study data w1th 1nst1tutlonal f1nanc1al report '

The ,New York Department of Educatlon 6/ expressed a spmew ' t s1m11ar
sent1ment 1;} its. Fall 1979 issue of BS:. °

Desp:Lte the problems of 1nterpretat10n presented by these
_ [cost-of-1nstruétlon} stat1st1cs, it ‘can be valuable for'
- both, institutional and: State-level pl%nners.. It can point .
to areas tt\at deserve closer scrutlny, either as potential -
'trouble “spots or_ examples of  effective pract1ces. R
Regardless of 1ts ultimate’ ;applications,”this measurement * "
reflects .only one aspect of higher education. It is<only in.
.-¢onjunction W1th other statistics and- trends that it becomes
.a useful indicator of status and performance. T S e ff
,..,_ . ' - N - .
Wh:.le educators Wlll undoubtedly cont1nue to de11berate the mer1ts s
- "of gathering cost-of-instruction data for some t1me to come, there-
" are some polnts on. wh1ch most observers agree.

~

'"‘lThe pr1mary requ1s1te of cbst-of-:l.nstructlon data is- that"'
. they must be 'accurate.- To the maximum extent poss1ble the
o data must be free of methodologlcal d1ffefences. :

B Cost-of-1nstructlon data prov:.de only guant1tat1ve act1v1ty
) "/ measures. They ‘do not, .nor can they be ‘manipulated to, S
- ; 'fprov:.de a gualltatlve assessment of educatlonal act1v1t1es.

. Cost-of-1nstructlon data descr1be only the cost. port1on of
. the cost/benefit - equatlon.- The presence of cost data in. the -
absence of corresponding benefit data ‘can- lead to :the

e assumptlon that educatlonal benef1ts are: all. of equal
SR qual1ty o L e




v C & i
" . 4. ‘Interinstitutional (or intersegmental) ¢o
cost-of-instruction data as the primary uartiaf . camparison
must include  an assessment of the functlona d1fferences
between 6r among the institutions- to be compared. .Cost=of-
' 1nstruct10n data are. re1at1ve1y meaningless unless tempered
‘ with a descrlpitlon of the Characteristics .of. the 1ﬂst1tutxons
- . involved in the conpax:lson. 3 :

44 -
-
.

&

a
&

1sons employlng %f

. . i . -
-~ . . . >

S. The ut111ty of cost-of-1nstructlon data ‘is somewhat limited
by the Jinability of both. laypersons -and profess1ona1 ,
educators to understand the data properly nd to view them in
the1r proper perspectlve.
- 6 Cost-of-:.nstruct'fon data usually measure‘ average costs. Many~ -
' - legislative and execptive bdrancy decisions ‘deal more with
marg:.nal cost. cons1dgt'atlons (e.gy, how muchv@ddltlonal money
oy 1is required ‘to. fund®a specific mcrease in. o or another-
.edncational - activity) than with aVera . costs. - To'. ‘this .
extent the av’allablllty)'(of\aye.rage cost data does ‘not
. ) s1gn1f1cant1y a1d those concerned W1th marglnal cost
e dec1s1ons.

- . A

#"f ) .";

7.. Cost-of 1nstructlon data are, someth1ng of a. dudl -edged- sword
While: data that are properly computed and appr0pr1ate1y used.
.- can. provide valuable 'ins:.ghts “into selected educational
% . activities,. data ‘that§'are not can:have: a substant1a1 _
deleteridus . (and potentially lasting) effect upon the bas:Lc
f1ber of an 1nst1tutaon and/or segment.
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cﬁAPTER I a ;;..: e T
- . | .

COST-OF-INSTRUCTION PROGRAMS IN CALIFORNIA

)' . »" ’('<\ : ‘ . "_,". . . '."
"INTRGDUCTION T, L
This chapter traces the 1nvolvement of the legislative and execut1ve l,
- branchés. in' cost-of-instruction studies from 1961 to the present.
The participation 6f the Coosﬁlnat1ng Counc11 for Higher. Education

&gpr uced and the 1mpact of t concept upon State-suppo t for © .
' N ostsecondary,educationpis dgcumented. L ,
D . : B P - ’ ’ : :
o I L . L
THE CALIFORNIA PUBLIC HIGHER EDUCATION COST AND ST ISTICAL ANALYSIS
Two months ‘after h1s app01ntment as the f1rst Director of the Coor- -
d1n5t1ng Council” for #Figher Educat1on, Dr, John Richards reported at -
. the Council's November 1961 meeting that Council staff was working <
closely W1th the public segments of higher educatlom Lo develop
" uniform accounting and. reporting . procedures. Dr. R1chards
~ considered thEse\act1v1t1es eskential if the Council were to.make
., valid .comments ‘and recommendations. on the general”level of ‘support
sought for higher education. The  Council unanlmously .adopted--a -
resolution calling far the Regents, Trustees, and the State Board of
‘Education to cooperate "with the Council inm, the deve opment of
accournting and reporting procedures which produce comparable data
from the segments of pub11c h1ghex educat1on for use by th Counc11 Yoo

The Counc11 s 1962 Budget Report to the L_glslature stresSed the need
" for the’ formulation. of new un1form definitions for such terms as
'"student " METE," part t1me student " and - computat;on of
attendance." - - . e ,'9 : : oL

In Jﬂne 1962 Dr. R1chards presented a progress report on the
development of comparable systems of records f@r Ca11forn1a public
, higher educat1on.- While he 1nd1cated some progrﬁss had been made, he
. advised the Counc11 that 1t "was going to be a 1ong and d1ff1cu1t
task e R S .
: F1na11y, in September of that year, Dr R1chards reported to the.
’ﬂ Council 'that the segments had made substant1a1‘progress ‘toward a
comparable system of accouats. He recommended that .the cost and
statistical study which had been ‘outlined for the. Counc11 begin -
. -immediately- as the second step toward implementing a continuous cost
. and-. stat1st1ca1 analysis of public higher educatlon.. Director -
‘Richards  described: ‘the. magnitude of . ‘the task of an accounting and ,
budget class1f1cat10n changeover ‘for the then State Colleges from D

. K . .

e s

ach study is also dislcuss The .concept of program bud ng-is - -



% . . e
,the system emploYei by, and- 1nher1ted from,‘the Depar' ‘ §
- Education. That syStem was patterned after the accoygy structure. .
) recommended by the U.S.. ‘Office of Education for mentary -and
'secondary schools. The new system was based on the classification of -
accouits as set forth im: College and University Business . Rt
*  Administration, Volume I. The changeover placed both the University” -
and the State Colleges on a comparable basis of financial report1ng,
which was described as "the Jesseéntial foundation stone to providing L
comparable funct1onal presentat1ons and mean1ngful cost data." _”'Vf

B . - e
o RS

- Wh1Ie resolut1ons were. adppted by the Trustees in December 1961, and;f“'.

. the State Board. of Education, ‘and the Regents in January 1962 to ‘-
umplement uniform def1n1t;ons\ of 'budget terms and . the use of :
identical 'systems of budget classification. by all three segm nts,

_ the State Board of Education continued to use its eX1st1 g . :
; "elementary/seéondary class1f1cat1on for the Jun1or Colleges N T
During the summer of 1963 forms for the Cal1forn1a Puh11c H1gher

,Educatlon Cost and Statnst1cal Analysis were distributed by the
Cooxrdinating Counc1l to each campus-tb obtain data for Fall’ Semester
1963 -and Spring Semester 1964. The.study was des1gned to examine the PR
costs of higher educat1on by level and by segment and to aollect - 5/

. other kinds- |f relevant data. The purposes of. the study, ~h»;"
announced g&'the Councrl were' SR et

o o5 to make ava1lable quant1tat1ve data in the general
areas ' of 1nstruct1on and" research adm1n1strat1on ‘and. e

-»general ghys1cal plant operation and, ma1ntenance, and IR
physical plant ut1l1zat1on which" would be useful in the
development of a more- “&conomical - -dnd educat1onally

_effective operation of Cal1forn1a ] publ1c institutiohs of -

‘higher education and 'which ~'would facilitate the

_comparison, - 1nterrelat10n, and‘ 1nterpretat1on of

. expenditures and plant utilization--both intra- and inter-

- 1nst1tut1onally and’ among the segments of publ1c h1gher ,

L ;educat1on. Y/ : . <

:."The-stated objectives of the Analysis included' T

- kY

The collect1on of data upon wh1ch to help determ1ne R

. out-of-state “tuition, review. fac111t1es utilization

- standards, val1date and improve assumptions concerning
'+ comparative costs, and- assemble: -data relative to the
. °;operat1on of ancillary services. -Conduct of the- study has °’
.., 'not been for the Council's benefit .alone. - Data collected -
will. assist" adm1n1strators in all segments -as. they make
‘management decisions ‘relative to their own institutions.
-In many 1iInstances the Analysis will make..ava1lable,
comparative data of a sort never before provided. 8/

=12- o
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5:n:The results of the Counc1l s. study were d1str1buted to the Department
. of . 'Finance, the Leg1slature, and all campuses' in June 1965. .. The -
_»“study covered the ex1st1ng sixteen State .College campuses, five.
«*HUn1vers1ty campuses, and. seventy. Junior Colleges. It presented.
instructional cost data. for each standard discipline der1ved through -
a faculty act1V1ty analysis; an: inventory of classes; an analy31s of
-jcosts of. supplles, equipment, and. clecrical assistance; an amalysis
M:.Of‘ supporting “staff (coumselors, ;departmental administrators,
l1bra§1es and llbrar1ans) and institutional and student’ administra-"’
. t10ns.» The data also proV1ded the first’ stateW1de fac111t1es
1nventory and fac1l1ty-ut1112at1qn data.’
The COUﬂCll descr1bed the Analysls as "an’ 1mportant example of an
“-1nter-1nst1tut1onal and 1nter-segmental cooperatlve effort toward
" deveéloping more accurate and more valid: ‘management tools. .It is an
effort, once begun ‘which should not-cease. but should be continued so .-
©..as'te maintain a current, comprehens1ve body of data." 9/ '

v
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~ PROGRAM BUDGETING _
'Although the Analysis represented the f1rst maJor effort of any state.f.
to design and produce’a. comprehen51ve study of the costs of hrgher '
ueducatlon in its publ1c 1nst1tut10ns, plans to cont1nue ‘the effort
were dropped in 1966 when the Leg1slature and:the ‘Administration took

- a series of 'steps .to place all of - State government under a

-1_Programm1ng and Budget1ng System ABS) e B

In 1962 the Assembly Inter1m Commlttee on.Ways and Means sponsored a-_“
study by Gr1ffenhagen-Kroeger Assoc1ates on the’ des1rab211ty of
. undertaking long-range ‘budget plannzng for the State. Inm’its report .-
' to the Committee in January 1963, 10/. the firm recommended an
-'automated system of program budget1ng ‘as the best .approach ‘to long-
range budget;plann1ng._ -The  Ways and Means Committee  held open ‘
Hearings in June 1964 to review this subject.. In 1966, stimulated by *
the spread throughout ‘the federal :government . of the successful
. synthesis of. program budgeting and*éost - effect1ve’analyses ‘in: the
- “Department of Defense, the Governor -and Directer .of Finance 1ssued a
" u'series Management Memos 11/ directing the development of a -
' programmlng and budgetlng system throughout State government., B

n».
SoN

The Coord1nat1ng COUHCll sought a new role ‘in budget review in order

. to’ fulfill its charge under the Education Code .to review the annual-
- budget - -and capital. outlay requests of the Un1verS1ty and the State
_College systems. The Council determined that ° it should play a

leadership, as well as a ‘coordinating, role in the installation’of a_

comprehen51ve ‘program and performance budget and report1ng sys£em

and that it .should: s1mu1taneously study and evaluate various pro

" areas, W1th1n the segments. ' -

.



° : Th1s change in role brought about many stud1es of - academ1c d1sc1-
plines, such’as agr1culture, ‘engineering, enV1ronmental des1gn,n
criminal justice, law, teacher educatlon, and nurs1ng Other’
studies were directed toward 1nst1tut10nal act1V1t1es, such as.
continuing education, .faculty workload, the. Northeastern Ca11forn1a

. Study, -and manpower needs in spec1f1c areas ','~

. The f1rst step in. the development of a PABS for h1gher educatlbn

- called for translating the mission of an‘institution into a program - -

. structure - supported by - stateménts of - objectives, - need . and

authority, . accomparied by a description of the elements of. ‘each
program -and program workload. plans. A ‘schedule for segmental
implementaion. of the system was developed by-the Council in 1967. 127 .

- .The Council noted’ that one of the major problems in applylng PABS to <
- public higher "education was' the ‘quantification "of purpose. ' In

applying. systems analys1s to most organizZations, the end product

. goals can be quant1f1ed.» In ‘higher education, the principal- end

- products.are educated students, additions to the fund of knowledge ‘

" :and other 1nstitut10nal serV1ces used by the public. - . f“@ :
- o M, ¥ e
' After several years of try1ng to 1mplement a PABS -the ‘State (and the"

Councml) reverted back to an annual line 1tem.budget not only for -
;h1gher educatlon but for State government as a whole. ;,_*

. ¢
Y R N

HOUSE RESOLUTION 376 e

House Resolut1on 376 (1968) d1rected the Council to undertake a study"
- of highly ‘expensive, specialized, dimited-use .academic programs- .and’
+ " facilities, with the objective of concentratlng ,Such programs and & ..

- facilities. at strategic-locations in. the public segments, thereby .. @
effecting a reduction ‘in total' cost to the State. In part1cu1ar,,;
programs, in eng1neer1ng and the performlng arts were cf!ed in the
leg1slat10n - The 'Council was. to proV1de ‘a pre11m1nary report 1n

' :1970 and a f1nal report in 1971‘

*Tha pre11m1nary report A Survey of Educatlonal Offerlngs and .
- Academic Plans (May 1969), was directed primarily to the question off.
. 1dent1fy1ng h;gh-c0st programs.. The report - examlned existing

instructional programs in terms of degrees awarded, student majors', .
and student creédit hours produced. Proposed new rograms in each of

. the. "critical" subject fields were also examrn’df The ".report
1dent1f1ed .twenty . subJect areas that warranted?further study in.
llght of’the data that vere analyzed -

The f1nal report in’ response to HR 376, __gher Cost Programs in
Cal1forn1a Public glgher Education (March 1971), examined - the
enrollment in every class section offered by the three public -, ..
'segments, as well as fac111ty costs -The-data clearly demonstrated'-'”‘

'.;a.




_ ' 7 : s
..that small class size was the principal factor leading ‘to h1gh unit
teaching costs.  Almost 92 percent of the variations in unit teaching

- costs were due to .variations in teach1ng assignments. A-coefficient .

of" correlat1on of 0.96 was’ found ‘between unit teaching costs and the -

reciprocal of weekly student” class hours. . Unit costs in the same
discipline .varied among campuses by as much as 35 to 1, largely
because of, 1nstruct10nal assignments and class size, The report
noted that by e11m1nat1ng unnecessary prollferatlon of programs and

classes and by eStabl1sh1ng segmental policies that would eliminate’ s
small classes at the dergraduate level (nine or less students) an. ' -

. estimated savings of $35 million could be achieved.' The report-

- identified many .subject areas in which there appeared to be _
unnecessary duplication. . Finally; the report recommended 'and
'established new program review procedures for proposed and existing
programs that are essent1ally those. currently used by the Qouncll'

successor the Postsecondary Educatlon Commission.
. & ; ) "~ ’

 SENATE' CONCURRENT RESOLUTION 105 (1971) e

<

Senate Concurrent Resolutlon 105 (1971) called for the Unlvers1ty, '

the. State University and- Colleges, and the. Commun1ty Colleges to
advise tlte Coordinating Council annually of their- full costs of .

‘instruction in a format determlned by the Council. The Coord1nat1ng B

Council was to submit its first report .on the cost. of 1nstruct10n 1n
1!972o ST .

_ . . _ <

L The Counc11 .and the segments determlned ‘that the dethod shouid be
- consistent w1th the " cost-findimg principles - and procedures ‘being

developed- by the National. Center for Higher Education Management

.. Systems - (NCHEMS) at the Western Interstate Commlss1on hn Higher

Educatlon (WICHE) -
ke

- These, cost f1nd1ng pr1nc1ples had their roots in the Callfornlac

Publ1c Higher Education Cost and. Stat1st1cal Analysis publlshed in
1965 by the’ Coord1nat1ng‘Counc11 ” Although the Council discontinued

-its cost-of-instruction studles when .the State launghed its

,Programmlng and- Budget1ng System (PABS), the staff and its. D1rector-;

contlnued ‘to jromote’and extend the system they had .developed in.the

early§l960s.. he NCHEMS' efforts. ﬂeveloped as an outgrowth of the :

WICHE Management Informat1on System program (MIS).

. -~ .

R ’ ‘£
The "WICHE- " PrOJect had its 1ncept10n in December 1966, when-

‘) Council. staff met ‘in San Francisco with representatlves of state -

coordinatifig agencies and others to discuss a'proposéd Lnserstate
' exchange of higher education data and information. In Janudry 1967,

the ‘WICHE Director of Special Programs met with Council staff to.:= i

discuss the unit cost study being -considered by the Council for
California 1nst1tut10ns in-1968.  His letter to Counc1l D1rector
‘ Hrllard Spalding stated in part:. :

B S
. _ s
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» .. . we might br1ng these‘two elements (common def1n1t10ns

“and procedures, ° and unit -cost: analys1s) together by Ve

. .suggesting to other’ western statés the possibility of - .t

-conducting the unit -cost study s1multaneously W1th L :
Cal1forn1a us1ng CCHE def1n1t1ons and proqedUres.,. a

+

On March 23, a letter was sent from WICHE to.lnterested State agen- E
«cies describing conversations with the’ Councll and- the. National _
~ Centéxr for Education ‘Statigtics (NCES) -The National. Center was
' 1nterested in seeing a unit-cost study develop, and. recognlzed the
need .for extens1ve f1nanc1ng for such -an effort.’ Eleven of the = °°
, ‘twelve western states, responded aff;rmatlvely to WICHE's March 23 -
' proposal for the study T ) L .

’

o

A task force was formed to 1n1t1ate the des1gn of an 1nter- .
1nst1tutional 1nterstate, hrgher-educatlon post/beneflt analys1s
system.’ A br1ef statement of the objectives and.gu1de11nes for the.
project. was developed and sent by.WICHE to various’ foundations and
 federal agencies for poss1ble funding. The prOJect was: %nnglnally

. funded for one-half million dollars, and since-: then suppléemental _

~ funding approaching - eight digits. has been prov1ded " Even' though.the ..

o prOJect was, based on Council-developed cost analysis procedures, . it
was too large’ an effort for the Councll to. guide and was .
appropr1ately placed in WICHE. Ihe project office, is now known"as: i
" the National Center for Higher Educatlon Management Systems':
((NCHEMS). v ST |

- . . - [
»

-, It was this system of cost f1nd1ng pr1nc1ples and procedures that the
Counc11 and the,segments selected to use in respdnd1ng to SCR 105
The Councll's f1rst ahnual report in response to SCR 105 was S
publlshed in October 1972. The. report made cost assignments only to

" the sub-prggram level.’ . (See Figure 1.) It stresseddthe need for . ;
" campus’ reporting at lower activity levels for future reports. The
first report did- develop some costs at°the program category leVel but ;

'y these were at the segmental level only--not by campus.. e

. . & .
The report concluded that the def1n1t10nal problems of the)m1d 19608
cont1nued ‘to exist, and noted that the: Commun1ty Colleges vere still

ﬁ using the California School’ Accountlng_Manual, which was also used by -
- the" pub11c elementary and secondary schools and, in. the Council's
. view, .not appropriate- to higher educat1on. ‘A copy’ of the Councll'
"F1nd1ngs and Conclus1ons"’appears in Append1x A N

_ The second annual report in response to. SCR 105 was publlshﬁd in
March 1973.  The report incorporated several improvements over the £
\\‘\f report, but again did not break' down. costs ﬂéithem than the |
' sub-gg;gram level and. program category costs were develpped . at - the
segmental‘level only--not by campus. (See’ Flgure 1.) fhe major:
A T S . R
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?improvements were:. (l) inclusion. of teacblé% asslstants in the
'Un1verS1ty s computation, and (2) inclusion’ of: nonbudgeted funds in
all “segments, except. for Atomic Energy Comm1ss1on operat1ons.
Again,' definitional problems, as well .as the, Community Colleges use
of the California School Accountlng Manual, were cited as .major
obstacles that would have to be overcome " in future _reports. before the
intent of SCR 105 could be reallzed o K

9

4

. The "F1£}§§$s and: Impllcatlons for. Future Reports" prepared pursuant
to the 1973 study appear in Appendix B. Many af the concerns for .«
methodologlcal and  functional differences discussed in Chapter I
',‘appear in th1s-mater1al - but .are framed.in terms of Ca11forn1a ‘s
_ pub11c system of h1gher educatlon. . s i :

The’ th1rd annual report under SCR 105, wh1ch was 1ssued 1n February
1974, 1nd1cated<:§9ns1derable ‘progress . haﬂ been - made ' by the*
Un1vers1ty and State University systems in 1mplement1ng the format-
of the Program Classification ‘Structure developed, by. NCHEMS . .-
However,“ the;. Community Colleges continued to use their -41d -
-accounting Structupe which was not. Eomparable. ‘The "Recommenda-
tions for Future Reporus" (Append1x C) noted: that the’ stud1es had .

gore as far as poss1ble in determ1n1ng thewcosts of\1nstruct10n

-because of: the 11m1tat10n.\1mp ed by currently ava1lable data. I

made several recomméndations the‘newly created - Postsecondary
Education Cémm1s51on should 1t dec1de 'to comtinde the ser1es of .
annual.reports A VAL o - :
. . LT . !>
SR .~ : .«
" . . ;

i
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“‘CHAPTER 1 & T ‘» e A <}
| "'THE USE OF COST-OF-INSTRUCTION INFORMATIOI}I N OTHER STATES SR
._.INTRODUCTION‘ T “

. ‘ »
: Th1s chapter summarizes . the responses to questlonnalres oﬂ'costs 0

f

instruction. sent to other states. It analyzes those. responses tox .

determine how many statEQ\:::elop cost-of-lnstructlon data, how’”

. costs are determined, how thw data aggregated and how the data i
o used . '. - . T .
T 'I'HE SI-IEEO/NCES SURVEY e mL

e _‘ o

vBudget Comm1ttee to study tke fe 1bility of conductlng annual cost
of-instrfiction studies in Cali rnia, -it. determined that an

When Comm1ss1on staff recen.sg57 charge from the Jo:.nt Leg1s1at1ve

. exam1nat1on of these act1v1t1es Ln other states was warranted

"The staff SOuéht and recelved cooperatlon from the SHEEO/NCES

S

Communlcatlon PrOJecEE, SHEEQ , the acronym for the organlzatlon of .
’State\glgher Educatlon Execut&ve 0ff1cers, and the National Center

"for Education Stat1st1cs (NCES)™ have estab11shed a communication

- “network with representatlves from each ofathe f1fty states, and U 2.

. terr1tor1es, ST .
. ~. ~
- B

In Mareh 1980 a- qhestlonnalre was ‘sent . to the State SHEEO/NCES
:'Communlcatlon Network Representat1ves asking specific information o
the extént to which’ each state has developed'and utilized informatio;

.

o

.

}on ‘the costs of 1nbtruct10n. (A copy ‘- of: the” quest1onna1re is -

hwpresented in” Appendlx D.) Thirty-one states responded - to thef

questlonnalre.' Al}-"respupses and enclosures were forwarded to the

'1£omm1ss1on for reV1ew and- na1y51s.

'“.;‘-_ANALYSIS or RESPONSES R .

R R - . g : T

':iIn response to the pr1nc1pa1 question, does your State presently

- develop. cost-of-lnstruct1on data for. pub11c an 1nifpendent
‘ 1nst1tut1ons : : . Nood
'.." A T . . . é

E1ghteen of the th1rty-one statesu which;_responded :(58%){”'

b'1s1nd1cated they d1d.

. One state reported that 1ts effort had Just Begun and that the
-data were too new and uncertaln to be useful

2
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. One state reported that its data wer very rough and the study
- . wWas being d1scont1nued and .;. N - T
. : el : .-/- 'f.'v S
One state reported 1t was develop1ng a system."di?%

.8

R o
Of th1sgtotal of - twenty-bne states, e . co ?1

2)j' g E1ght reported that they collected data annually.~~f .

Four collected data b1enn1ally, v,w‘, o

3

: One would not reptat.its data'collection-'and !

3 : } .. . ) ’ ¥ s .o . ‘-;.
i~E1ght collected data aggregated to -as few as. Stx~subject area'
. c1ass1f1cat1onsn'ﬁ‘.:: . L -LK'; Sl :

Y R . s : ! : * ' 4
‘Of the rema1n1ng‘ten respondents, eLght states[1nd1cated they d1d not'

develop cost-of-1nstruct1on ‘data,: the response,froi- one/was unclear

" (the enclosures rélated to budgetary formulaé), and one reported 1t“;ﬂ
had attempted a study several years. ‘ago. but was unsuccessful because’

of the w1de d1vers1ty among its 1nst1tut1ons.. 0 "

of the twenty states that cg;réntly complle cost-of-i gstructlon
data, ‘two '1nd1cated their - studies involved only four-yeaf
institutions. In’ two other states; data was collected 1ndependently
by separate - governlng boards for commun1ty colleges and senior
1nst1tut1ons. : : - S Sy :

N o ) . T - L

'

F1fteen of the twenty. states wh1ch had developed cost-of-1nstruct1on L

data, either annually or bi€nnially, differentiated these data by
level of student and/or level of 1nstruct10n. One state used only
three levels of 1nstruct1on RN -::ff .'Evb e

_,..
-

N1neteen. of the twenty states 1nd1cated that the1r data were
d1fferent1ated by discipline "and/or" program. . Whilé most (15) .
differentiated these .data by the HEGIS. taxonomy of. instructional

programs, one “state aggregated data into six general areas of. study, o

-:'one used nine: claSs1f1cat1ons, one’ used s1xteen class1f1cat10ns, and
‘one. used th1rty class1f1cat10ns. :

E)
7 .
K . - . o . . L

ﬁsEor-coSTDAn S e T ,'
'..Fourteen states (45% of the respondents) 1nd1cated that the cost data

‘were used in the. budget review' process; two . other 'states’ (6%)
indicated .they- were used to develop subsidy" formulas. . Twelve states

f;>

.

.

.

(39%) declared that these data were used in program review, and- seven'”'

- (22%) indicated the data were used for-faculty staff1ng E1ght
states used the 1nformat1on to’ determ1ne tu1t1on and fee levels.

> . N

) . -



Une state developed costs. of 1nstruct10n as a progect1on of"budgetary .
needs for its’ 1nst1tut10ns. DA o o
. . . /_)/:, o - )
> One un1vers1ty system placed a caveat on its repo
-data should not be .viewed as the appropr1ate lev
quallty educatlon.. Oge : state spec1f1cally noted th
¢ too new to be of value, except for' poss1ble 1nternal _
.- use. It cautloned the .reader against any cost compar1.
. six limitations of the‘data._ gﬁ\

] . ‘. o . l",. o s N .
Twelve states reported that the data were. employed by 1nd1vidual N
campuses, the- varlous ‘boards, and the legislative: -and executivey, ..
branches of government . Two states-reported that the data were used’,jf
only for 1nd1v1dUal campus self-study purposes. . ’

s o . LA
Lo L T e

- TERMiN0£0G¥%'fi~ f'}" o, e R

of fundlng for -
1ts data were

"

B .-&‘.
B : : T ,,/0
There appears to be some confus1on about ‘the - mean1ng of ‘the term
"cost of instruction”.” There also appears to-be widé differences of
op1n10n on what should be 1ncluded in 1nstruct10na1 costs. : e W.Q
- T~ . . . ey
; )

'

' T
No less than twelve states responded to the quest;onnalre b¥ - ?

enclos1ng budget formulas, budget allocat1on procedures, or similar
documents, that were used to generate resources. In general; those ?u‘§,'
documents established staffing ratios by d1spr11ne and . added CE

predetermined. percentages of ‘total'faculty salary costs for’ support '
adm1n1strat10n, librarles, general expense, student . services

(related to student headcount) ang phys1cal plant ma1ntenamce'
(related to, square- feet) .

Some states computed "costs"'on the bas1s o funds'appropriated'per
: FIE. Others omputed only direct costs (facu ty, fringe benef1ts and -

" direct.ipstructional: support). per student credit hour. 'Only two of
the th1rty-one statés computed full costs . annually and -a third .. . .
derlved full cost data: biemnially. The latter reported.that.the . -
process ‘was too’ compiex and too costly for more frequent studies.

A

.
-

SYSTEMS DEYELOPMENT', s _— -
From the respondents enclosures, it was apparent that it had takendr'”'
' most states from three to five years to generate the data to develop'
- a cost1ng methodology Some of those states cautioned against using D
7 the | da%a. in segmental . or interstate comparisons. Comparable BN
accounting systems and def1n1tfonal ‘problems appear to’ be the crux. of -
the cost1ng mechan1cs.,- . o b

e

Kl L ’
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e ooy : "o' IR -.-ii oL '.."”
Computer hardware and/or software do not appear to present a problem j,;~1
.1n the development of a. cost1ng system _( R : _“3 ‘."__‘. .11;'v

. . : R

~:The th1rty—one states wh1ch responded to the«SHEEO/NCES quest1on-'~ P

© .naire were: =~ ST e _ f‘ RO L e

e Lo . F Ty T ey e
.. ;*5; Alaska\ R 16 »Nebraska ' ,‘;.ja< o
- e Arlzona N _.L l?w -New Jersey - e
g 3. Colorado 18 NeW)York o e
Sl ;_--4; ;Connegbgcut.“'-}d"“ Lo 19 North Carol1na
o \‘::5. Flordda . .= | RN .20. 4Ohio . 2T
67 Idaho‘is‘f R P ' ,_Oklahomaf-f
. _TJ;jIlllno;s o " Pemusylvania
L8 Iowa: S " Rhode_ Island
CO¥ 9. Kansas oot " South ‘Dakota -
=77 10. - Louigiana’ . - Tennessee : .~ - .0/ o

C». %.11. . Maryland IR . Texas. ... B A
7120 Michigan ™ T - *, Vermontt ' " R

7 13. 'Midhesota - - Virginia™: R

R :;14;»“Missouri S , : = West Vlrglnlai"*' R AT,

L ”515 Moatana - . . ., v 30;: Washington . ..~ = L |

E S SRR 1 8 ,'Wlscons1n _ ' '

R o ,

A tabulatlon of . the responses is presented in Append1x E : :'_"q,

e ) TR
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: ’ e .
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‘“f.CHAPTER IV

-.-*-COST ANALYSIS IN POSTSECQNDARY EDUCATION AND VARIOUS COST-OF-

“;"INSTRUCTION METHODOLOGIES

INTRODUCTION

ThlS chapter traces c0st1ng from a general:.zed concept to a; spec1f1c_
'méthodology capable of generating cost-of-instruction 1nfonnat1.on.'
- The NCHEMS coéting system is explored. and four spec1f1c cost-of-
1nstruct10n methodologles are descr1bed : :

("'

T

‘DEFINING COSTS UNIT COSTS AND PERFORMANCE MEASURES

As’ W1th most maJor concepts, that of "cost" is d1ff1cult to define.
Definitions of "cost" tend to depend ‘upon one's .v:.ewpo:.nt For.

X ~example, students generally view costd from a consumer viewpoint, as =

a fee or charge preceding matr1cu1at10n. F1nanc1a1 analysts defipne’

costs as funds required to. obtain varlous goods and services. Those -

concerned wlth the State’ budgetlng process usually ‘think of costs’ as
the amount of State, federal, and/or local funds employed €0

underwrite Jast year's act1v1t1es and thé.amount:that will be needed
* to ' support ‘next year s programs.* Cost accountants 1nterpret

_educational ‘costs in yet another way, as f1nanc1al resources app11ed
to, produce spec1f1c un1ts of serv1ce. - :
-~ The- def1n1t1on of "cost" is also 1nfluenced by the obJect:Lves soughtf".'
and the manner . in wh1ch costs are, class1f1ed Costs are often ’
o reported as: - : r
. .li:"'—}hstorlcal Costs - Costs dérived from ~-past ,expenditure R

IR

2. ) Pro_}ected Costs - future expendltures estunated .on’ the bas:.s
' 'of past experlence- or . . . :

3 ' Target Costs - standardlzed levels of ekpend:.ture establlshed o
: ;as a spend1ng obJectlve. . s E

: .T"I.Costs.may be alternately cla551fred'as' ;

1. Direct Costs - ‘costs readily attr1buted to -a spec1f1c_:

N 'act1v1ty or cond1t1on' a

. ) 2. Indirect Costs - costs ass1gnable to ‘an act1v:.ty wh1ch' :
' prov1des a support functlon for another act1v:.ty_,h or '




"-3;_ Full Costs~- the total cost of support1ng an act1v1ty
cond1t10n' the sum of d1rect and 1nd1rect ‘costs. |

Ry
«

Costs may be’ v1ewed 1n terms "of their stab111ty w(th ‘respect to
" volume. or activity. When.consldered in this ‘manner costs are. often
categorlzed as: . : o : :

: o e : . . B
1. -F1xed Costs - costs that are stable with respect to a
v part1cular volume of act1v1ty, o
. 2, Var1able Costs - ‘costs that -are pred1ctably dependent upon

' .the volume of a part1cular actIV1ty, and v

- 3. 'Sem1-var1able Costs - costs which are typ1cally var1able but-
do not- change in a l1near relat1onsh1p Wlth changes in volume.

bfcons1der1ng costs from the v1ewpo1nt of the1r recurr1ng nature often‘:
- yields the followrng d1fferent1at1on.ﬂ_:' oo : ! :
T l.'~0perat1ng Costs - costs 1ncurred in the f1scal per1od 1n wh1ch-*
' ~the act1v1ty w1ll take place, .

2. . Cap1tal Costs - costs of propertyaand/or equ1pment 1ntended-f
*_to last beyond a spec1f1c f1scal perlod : '
r'I'he nermutat1ons and comb1nat1ons of ‘cost v1ewp01nts (and therefore
-cost claSS1f1cat1ons) are endless. The determ1nat1on of what a’
_"cost" is, or-is not, is also subject .to var1ous def1n1t10ns. All

- . cost defln;tions have ‘a common heritage: however and that heritage is

~'the intended use of-. the resultant data.. The five leg1slat1ve S
ob3ect1ves" for the ‘use of .cost data .described in Chapter I ‘can be. -
employed to narrow the range of cost definitions and bring a measure,.-

"~ of order to the manner 1n.wh1ch costs are cla§S1f1ed

The leg131at1ve obJect1ves suggest that "cost" should be def1ned 15“::
terms. that relate segmental fund1ng support ‘to the levels. of educa-
tional ' "service". provided, i.e., dollars “should . be - 11nked to
subsequent ‘performance. ‘<Such a def1n1t10n of "cost" permits the

" Legislature to:look backward and determine the re1at1onsh1p “between
"“serv1ces ‘rendered . and funds provided. The same definition
Inextr1cably links Costs to expend1tures and perm1ts the 1nterchange

of these terms W1thout loss of meanlng T

e T
-cmssxmi:c COSTS AND 'ACTIVITIES . . -

) The campus is the smallest unit in- Cal1forn1a ] postsecondary
educat1onal enterprise that Supports a‘ full. range of -educational .

-..activities;-therefore, -the- campus- ‘becomes the- baS1c'bu1ld1ng block *;L

'of any cost-class1f1cat1on structuré. . - RN
W : : - AR fg“’"‘
- RO PR
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-Campus-based account1ng systems have evolved to. the1r present state

in respomse to a variety of- compet1ng interests. One of the primary
requirements of these systems is that they must support. the “day-to-
day’ operation .of the campus: . they must facilitate the payment of .-
receipts, for various goods and services; ensure that faculty and

staff receive regular, t1mely, and’ pred1ctab1e salary payments, and.
"provide a firm base for fiscal audit and management  control.

" Institutional "size" and complexity, campus role -and mission, the
.relative magnitude - and variety- of funding 'sources, - and local,
segmental, ‘State, -and federal reporting requirements, "all play a -

gole in.the character of campus-based fiscal- report1ng systems..
Segmental. -accounting . systems: tend to. emulate ' their. campus

.counterparts. While orianted more towards. multi-campus planning and -
.management than to day-to-day operation, ‘segmental systems are, by

necess1ty, des1gned to gather and report flscal 1nformat1on along
campus llnes. ' . .

-

AEx1st1ng campus and segmental account1ng systems will not, in the1r

present. .form, ° d1rect1y support the development of comparable
cost-of-instruction informatien. Minor revisiohs to the systems-

“used by the University .of California and  the Ca11forn1a State - |
'Unlvers1ty and Colleges must be effected In the case of-the

Community College system, -an entlfely new account1ng structure must -

_be adopted.

.The call for a un1form, State-level qost-account1ng system is

" neither new nor unique. The Coord1nat1ng Council's 1972, -1973, and

1974 Cost Studies cited the absence of - such a .system as one of the’

major 1mped1ments to the effect1ve use of cost-of-1n§tructlon data
in institutional, segmental ‘and statew1de plann1ng Both reports’
urged both" four-year public segments ‘to work. closely with

.representat1ves of the legislative and executive branches toward

development of ‘a statew1de account1ng system o . S

Slnce these reports were'1ssued .the Un1vers1ty and the State

. Univegrsity have, through their own :efforts, and in reSponse to
" .. exXecutive branch directives, made. cons1derable progress toward the

development of a cdmparable, uniform, State-level flscal-reportlng
capability. The system that has ‘emerged . in recent years has been
used primarily to support the. State's annual budget1ng process.;.

‘Under_ this. system, segmental an‘ campug. fiscal information ‘is

publlshed in summary form in the. Governor s Budget uS1ng the State-~

“level - fiscal report1ng structure. An excerpt from the 1980~ -81

Governor's Bu dget - that 1llustrates State-leVel data for the four-

‘ year segments appears in F1gure 2.,

‘While s1gn1f1cant progress has been ach1eved in the use of a common,

State~level accounting system by the University and the State

'~~Un1ver31ty, the- Ca11forn1a memunlty Colleges ‘have been largely



Figure 2.

THE CALIFORNIA STATE UNIVERSITY AND COLLEGES

. *

General "Smahu
ﬁmd’

Examples of the Stafe Level Cost Classification System .
Employed in’ the Governor s Budget

-

SoumofFundsmdepmedemUse—F’md‘leml
Federal - Otba'

'. T ﬁ% All.Fun& WAQ

) : A Fund funds .

- INSTRUCTION: N S . ) 5542.40‘.851
Regular igstructi RO 3523.474.611 -31&930.2‘0 S - 5542.404.‘851 (5\4{{9‘,851)
Special seggion instruction o et - 5,561,139 t S - 5,561,139 -

. Esteosioninsruction -~ . 0 4 . ssiees v L, ol saLes 019 :

-RESEARCH: . - . [ Lo ¥ U S . sT7.1%2
- Indiyidyal %ﬂa research - - - - .T1,7182 17782 0.01 (77,782)
e conmumity seice 8302 00 0ok (essa0n)
N community service . - - - 45 45 - . (
Amc‘gﬁxc,wpmm: o : . : T 5104,604074
Libraries - , 4689012 - 491370 - - 55180382 451 (ss 160.123)
Audiovisual Services " . U7 - L 10,623,541 34,123 - - 10,657,664 0.87
. Computing support, .. 2‘{.789.330 35.039 - - ﬁg&gg E &g‘lo (2‘177898-23)
swng':r'mcz. S . RS T s11zg?,100
wmw . S5t 3.!89.631 - - 1746852 031 C (3746852)
P ’ . 12,864,593 - - - 12.864.593, 108 - ?2.864.593) :
Counseling and Career Guidance © 4793,009 14707457 R - 19,500,526 1.59 19,465,371) - - .
Financial Aid 1,003,698 . - 6.151 431 55,094,386 567,390 62,816,905 5.13. "~ (62,8316,90%)

. - - Student s 2,872,695 - 19,004,251 s - 21,876,946 L79: - (19, 185.379)

¢+ Executive mansgement . 21,886,475 ?.’;g.m - - 27056428 221 (22.343364)
Financial operations 11,654,066 461 - - 17,653,527 144 .- (16219,952)

-. General administrative services 2‘.755464 7.954,181 - - - — 32,709,645 267 .0(32,534,7
.~ Logistical services 34,317,192 4,394,460 - - -5 38,711,652 . 3.16 (34,317,192
" Physicsl plll:&am -98,291,686 9,390,712, -,  3,654060  111,376458  9.09 -(101,985,746)
gom‘:y’m . '“ 8.(7)4% | m.:é . z oz 3930.743 g:g 8'462.367;
15 - - X
INDEPE‘IDENT OPBRATIONS. s ) . : oo -0 - -837,182,677
Institutional operations . . - - 407,792 - 18,637,934 . 19,045,746 .56  +(18,637,9%4
" Outside agencies g - - - 18544723 18544723 131 (18.344.723
. FOUNDATIONS AND AUXIL- : A o : . )
. ‘IARY ORGANEATIONS ) = . 13,100,000 = 39.400,000 116,500,000 169,100,000 13.81
| TOTALS, SUPPORT BUDGET ., ° L N .
EXPENDITUR.ES . $832,608,561 3118.923.29§_v-394,494.38§_515uml!_ $1,224,608,453 100.00 $1,023,017,446
UNIVERSITY OF CALIFORNIA f
‘SUMMARY OF PROGRAM v
REQUIREMENTS -
State Funded Promms BN ' : N e '
Iastruction: L 1879 C T80 80-81 19"8—'9 . J9T9-50 1950-81
Gencnl Campusa e, 12,358.35 12,327.46 . 12.571.22 ' $308,398,759 $360,573,124 = $367.790,368
- Health Sciences eeriiaes 3.975.70 4,663.90 © .4,770.28 -~ - 136,725,592 158,374,041 ~ - 163985491 .
- Summer Sessions’ - 355.85 360.02 . . 26002 . 5.2!4.477 a 5,659,396 - 5,659,396
University Eatension . 1L377.51 1,208.99 " 1,208.99 36,763,899 . 41,704,702 41,704,702.
Research " 30!2.7}§ " 2,630.03 2.630.03 - 73,118,027 - 84,718,721. 86,243,521 -
Public Segvice 1,152,88 1,204.98 1,218.48 © 33,810,648 38,789,188 - 39,656,988
Academic Support: - ) Coed o . . - o
Libraries . - 2,250.91 2,183.38 - '2,193.88. - 57,097,083 ° 67,066,510 67,273,060
Other... 2144 34 -2,592.78 2.592.78.. - 58,368,034 67,762,525 70,176,525 -
Tnchmg Hosplmls lS 745.39 14,477.31 14.477.31 377,138.095: "451 {‘1§619 . 494,357,619
Student Services.: ¢ . 2,766.01. . 2850.76.° . 2850.76 66,087,937 70:620,597 © 71,442,597
Institutional Sus1 ' 6,003.78 6,249.25 6.258.25 102,581,431 119;11 15879' . 119,461,879
_ Operation and :nmenanceof P!znt cenereameianeans © 2,993 © 3,207.75 3.368.78 .- 87,972,997 -9, " "102,868,978
Student Financial Ald - : - - 33,134,567 3]‘9’32.939 32,063,939 -
Auxiliary Enterpi 2,130.08 1,709.62 . 1,709.62 72,082,640 8752 7 395 . . 91,736,395 -
" Provisions for Allocauon ——— - - -949 - ' 125 © 38,333,738
Fized Costs and Economic Fact _-'» - - - . 39.426,170.
- Special Regents’ Programs ........ - .. - - 18,211,967 " 23,250,703
_TOTALS. BUDGETED PROGRAMS [, 56,166 51" ... 54.857.23 - -..55,261.37 . $1,466,706,123 -SI, 727.‘;!50 063 '$1,835,432,069
- Source: 1980-81 Governor's -Budget ~o-
. : ) .- . . ¢ -26- .
o B o e !
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exempt from the process. The. relat1ve1y recent separatlon of the
»-'Community. Colleges. from the Department .of Education,. and the
historically close ties of districts to their local constituencies
-for  the majority of thejr fiscal support, are but two of the reasons
for their exclusion from the movement toward ‘the use of a common
State-level f1sca1 report1ng structure.' :

As 1nd1cated ear11er, one of the primary requ1S1tes of a program
""des1gned to develop cost-of-lnstructlon information is the existence
of a common framework for describing activities and reporting costs.
. The State-level fiscal structure currently used by the public four-:
- year segmehts for budgetary review meets this requirement but
suffers. somewhat from intersegmental noncomparab111t1es 13/ ‘and too.
high a level of data- aﬁgregatlon. The "fiscal structure presently :
used. by the Communlty Colleges is not only 1ncompat1b1e with that
employed by ‘the -other two pub11c segments- but unsuited to the -

'fjdevelopment of cost-of-instruction data. To. facilltate the.

development of” mean1ngfu1 cost 1nformat10n--1nform%t1on' 1at W111'

"promote -the Leg1s1ature s objectives of comparablllty“'an
ﬂunlformlty--a new accounting structure and’ activity framewo .
. be implemented for the Commdnity Colleges.f In add1t10n, select1ve5-
.modifications must:. be effected to the accounting systems presently
"~ used by the Un1vers1ty and State Un1vers1ty systems.

“-The Program Class1f1catlon Structure (PCS) developed by the Natlonal‘
Center for ngher Education. Management Systems. provides.a-method 14/
‘which.can be: used by the segments to classify program activities and
identify program costs. The PCS is highly compatible with the State-'
level 'accounting structures presently used by the Un1vers1ty and the

. State University. 15/  In add1t10n, the PCS is the most widely used

class1f1catlon structure for the development of cost-of-instruction
' 1nfotmat10n. . The national . popular1ty of the PCS ras the bas1c.ﬂ
.framework for: the _development  of educational cost data provides an”
additional - advantage to California because use of the PCS
"fac111tates the 1nterchange of selected cost 1nformat10n. with

"ﬁ 1nst1tutlons and segments in other ‘states.
: . o

p An expanded treatment of the PCS appears in ppend1x F. .An“illus-b

' tration of the PCS, structure appears ‘in Figlre 3.. This ‘structure

- clasgifies 'all postﬁecondary educat10na1 act1v1t1es performed at the .
campus or segmental level 1nto one of nine. maJor programs.

'. '1.'.101%”'5. R
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Pub11c Serv1ce o
4 [ Academc Support

5. Student SerV1ce ,_. L '"14,: 'i,i{ - ? ;

.

ﬁQV:Instltutlonal Admlnlstratlon . ‘\

N Phy31ca1 Plant Operatlonk o i
S.. Student,F1nanc1a1 Aid - :{-. .'_"'

- :Independent Operations

.‘\,

.. These nine programs, and assoclated subprograms proV1de a compre-

hensive system for identifying 1nst1tut10na1 activities and their
attendant costs. When conducted within the PCS, data collection may
be undertaken. od . an" interinstitutional ‘basis without regard to
.d1fferences in"organizational structgyes, internal -activities, or -
fund1ng sources. In addition to.serving as a basis for common data .
collectlon, the PCS's "universal" framework fac111tates comparisons’
. of selected cost-of-1nstruct10n data betWeen ‘and. among 1nst1tut10ns
‘and segments.' : v - o

“Use- of the PCS as a mechanlsm for gatherlng, report1ng, and ex=
-changing cost information is discussed in greater detail later id

- this chapter.' It is worth taklng a moment at this pOlnt however, to

examine the procedures used to construct a State-level PCS. Con31der~‘

-the-illustration in. Figure 4.~ Construction. of a State- 1eve1 PCS.
' begins at the. campus level. .Campus "accounts" are ‘inspected om an
individual basis and a331gned to an element'W1th1n the PCS that most

At

" closely reflects the activity assigned to each account. For example,

.- travel funds expended by a campus pre31dent would be a331gned to PCS
- account 6. 1 (Executlve Management) N

.In those instances where a 31ngle campus account reflects an act1V1ty
‘that 'is ‘covered by more than one PCS account, the funds in"the campus
account are divided between the respective- PCS accounts on the ba31s.

of" actlvity data. For example, a campus’ accotint for the operation of N

a-student counseling center might be' g
- the funds were allocated to’ PCS>accouq
, Guidance) ‘and the remainder: assigned 1
Service Admznlstratzon) The process “of translating . internal

orated so that a portion of
.{Counseling all Career

Zaccounts to PCS accounts is referred to as the account-"crossover"jj

procedure.'n : S . v ..'“‘

'Note from Flgure 4 that the account crossover procedure is executed

at the institutional level (Wlthln the Communlty Coilege system 1t'“J::f

'Zwould probably be neCessary to’ effect account crossovers at. the

-
sy %

“#tcount 5.1 (Student



Illustration of the Procedure Used to Construct
-a Campus Program Classification Structure
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! d1str1ct level ) Once carr1ed out at the—camp s or d1str1ét level

the PCSs for 1nd1V1dual instutions may be combined and 1ntegrated
with a secopd PCS documenting. the activitie
systemwlde office to yield a. "segmental" PCS..
PCSs may be Comblned to y1eld a State—level PCS
‘ .
Translatlon of 1nst1tut10nal and segmental act1 1ty and f1scal data .
into the-PCS structure does not produce cost-of instruction infor-

F1nally, segmental

-t

" mation. Constructlon af a PCS merely provides the framework withia

which, to’ begln developing cost computatlons. Add1t10nal data
collectlon, particularly faculty ° reportlng (dlscussed in -the

afollow1ng sectlon), must be undertaken in order: to develop the cost-'
: : . . .

of-1nstruct10n data.

ENEANCING THE QUALITY OF COST DATA ADDING FACULTY REPORTING
Faculty 16/ are the- pr1nc1gal asset of an 1nst1tut10n and- represent
its most s1gn1f1cant single cost. Faculty part1c1pate in a wide

' variety of 1nst1tut10nal activities Ln the course of their normal

work As such, a lump ‘sum asslgnment “of faculty salaries 17/ to one-

_or another element of the PCS using the account-crOssover procedure

- states, faculty activity is reported by - department cha1rpersons-'
(using a survey instrument), based on their .assumptiong about the

described earlier would m1srepresent the cost of! their various
activities. To ensure that faculty activities and their sattendant

" costs are properly represented throughout ‘the PCS, a survey of:
‘faculty act1v1ty must be performed. The results of the survey permit

-the assignment of faculty salarles to. speglflc\ educatlonal
'act1V1t1es.,. : . ,P

i

Faculty report1ng is usually undertaken in one of two forms.< In some

efforts expended by the faculty in the1r departments. When pefformed

- in’ this manner, faculty reporting ‘is referred to as -"Faculty
. Assignment Ana is. A second,- and more W1dely used, method of -
4gather1ng information about faculty activity 'is a survey instrument

‘.acompleted by, each . faculty member document1ng h1s/her 1ndLV1dual

‘activities. This method of self-reported faculty datg is usually

- referred to. as. "Faculty Act1v1ty'Analys1s.". In addition to prOV1d1ng

data useful for unit cost computations, both of- these" ranalytical:’

- procedures generate data capable of support1ng .a varlety of

performance measures.‘ T AL : A

- .

Whlle cogent arguments have been advanced support1ng eacs procedure,

" Faculty Activity Analys1s -appears to be ‘the predomlnant survey

technique used in other states. The Un1vers1ty of Ca11fo 1ia is the

only segment currentIy employ1ng a faculty report1ng ‘system. The -

-31-

‘and costs of a .
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' faculty act1V1t1es wh1ch was to be shared w1th ‘the State goverhment.<
Each" year. approx1mately 1,000 Un1vers1ty faculty from the regular
ranks (and 300 from the 1rregular ranks) complete a. questlonnalre
concerning-their activities for a specrilc two- or three- day»perlod
The reporting perzods are staggered. in such a way that data -are be1ng
collected for each ‘day of each academlc quarter dur1ng the entire
.academic year. ‘This methodology prov1des a composite picture of the
way in which the Un1vers1ty faculty as a whole spends its time. Tﬁe
. reporting period of two or three days for each individual av01ds the
- problem of asking faculty. to estimate' in’ retrospect how they spent
their time. over -the previous week, month; or academic' term. The
'v-prlnclples ‘of sampllng yield a composite p1cture but the: val1d1ty of
the data does not ‘apply at an individual or. dlsaggregated level.
FTUS data are not disaggregated’ by campus, discipline, or rank.. The‘
data from the study are used only for report1ng ‘on faculty act1v1t%es
to the State. : - ,

B

- N . -

'fThe faculty act1V1ty report1ng system recdmmended in this report was.
developed by the National Centert for- ngher Educatlon Management - &
Systems 18/ in 1972 and subsequently modified in 1974. The National
Center's. program* supports the use of a Faculty Act1v1ty Analysis
(FaA) survey  instrument that® is’ ‘compatible with 1nst1tut10nal

' accounting procedures, faculty workload: cons1derat10ns, and the PCS..

A sample of the FAA survey instrument developed by NCHEMS appears in -~

“‘Figure 5. The instrument 1ncorporates changes necessary to- meet
segmental variations and ' permits a ‘detailed allocatlon of faculty
salaries to specific PCS elements on the baS1s off -workload
1nformat10n ‘An illustration of the use of an FAA to translate
'faculty salar1es into a: campus-based PCS appears in- Figure 6.

2

FAA surveys may be admlnlstered 1n a number of ways. Some statesv”

. require. every faculty member to provlde workload data each term
Others ‘require ‘a. random sample  of faculty to submlt ‘data on a
per1od1c basis. Stlll others 1ncorporate ‘a ‘random sample of faculty |

. and request data only in alternate years. California's needs for . -

" faculty act1V1ty dita are based, ypon the need for data. to" support

cost= df-1nstructlon computatlons. The FAA survey interval therefore

‘becomes a direct functldh of the frequency with which educatlonal

“fcost data " are requzred While term-by-term data collection e

jpr0cedures result. in' the most: t1mely generation of unit cost data,’

-+ annual, biénnial-, or triennial surveys would(probably be' adequate..

. . for Ca11forn1a s needs and would be 1ess expens1ve to conduct
The sample of faculty used and~the frequency of th& survey are'_

- important considerations.. Well-drawn random samples ‘of faculty have
the advantage of reduced- cost’ and  improved . timeliness.  Random -

. sampllng does, however, -preclude both the development of cost-of~"
1nstruct1on data below the segmental level -and. the. computatlon w6f -

unit costs by academic d1sc1p11ne. Chapter vV descrlbes two cost-of-

- . . : . : e L
L : - y . . v A ’

o
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;samples ‘in the FAA process. . The d1fferences in the.qualities’ and*
‘quantitles of. .cost-o fwinstructlon data -avaiYable " under each _
'alternatlve h1gh11ght the trade-offs between sampllng methodologles.

'OE THE RESULTANT DATA

'.;:1 Methodology 1 : : : o SN
' Report1ng ‘costs by perform1ng a "crossover" between segmental

Strugture (PCS), EEICEE R o e

' Reportin costs -based on data obta;ned froma ﬁT?édlty
. Act1v1my Analys1s gEAA), : ; A A

s . . .
[N : o [ ¥
‘“ . Yy
X

’ eV

Methodology 3. “’-.{' ” EUAA.

*

. .. ) - K . A

Work Load ﬁatrlx (¥WLM); or o IR
P B U B R
Methodol gy 4. S SR . :
" Reportin “Eosts. based on the allocatlon of costs f
secondary to pr1mary cost centersq ; :
. w ( : " .
In every 1nstance, the precls1on of the cost data and the price tag
=\_assoc1ated with, the procedures _necéssary. to develop those data are™
R ‘assumed to" 1ncrease. (1) 'within each methqdology as’ data-reportlng
reclslon 1ncreases ,- and.. (2) between methodologles as different
rocedures . and, assoc1ated reportlng 1nstruments '1ncrease “in‘:“

Cost 1nCrea_es~w1th1n a methodology~arefconS1dered to be 11near. The
. . .amo of thesincrease vwaries, dependlng Jupan the precision of the
.. © data“’to.-be deVeloped . Cost increases between: methodolog1es are

' , thought to e-dmscontlnuous ‘due to’.the large. investment necessary to’;
_ methodology ‘'The generally Ilinear , cost ‘.ipcrease within- a .-
S methodology, coupled with the d1scon&1nuous cost increase between

methodologles, results in the "sta1r-step" cost graph 111ustrated in:

.- Figure 7. 'In.all 1nstances the precision of the cost data developed

;accounting” systems _and the NCHEMS Prograq,Cla581f1cat1on;5'

" ‘Reporting ¢osts based on ‘data obtaihed from an.Instructional
a : :

351nstruct1on alternatlves based upon un1versal and random faculty *-7~

implement: the part1cular cost-adcounting'. procedures requ1red by the

", under. one methodology 1s assumed to be transferable to success1ve o

o m%thodolog;es. ) M.. S

‘ .:pﬁ/Aﬁ)expanded discussion" of the cost conslderatlohs assoc1ated w1th
“ each methodol‘gy follows. . . Do S oo :

L R RS

o~
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. level of 1nstruct10n.

f Methodology 2° USe of a Facu]ty Act1V1ty Ana1y51s Survey

)
L]

Methodology l Crossover Between Account1ng Systems -

\

Under Methodology 1 cost 1nformat10n is prepared by translat1ng

data -from- segmental accounting systems to -the NCHEMS Program
Class1f1cat10n Structure. - The - cost ‘of such translations ‘is

- relatively low and increases only s11ghtly with increased emphaS1s ’

on the precision of the resultant data. In Figure 7, the left side
af the . cost line- for Methodology\l represents account:.ng
translatlons performed at high levels of data aggregation. -
Incneaslng ref1nements W1th1n the crossover: .procedure, part1cularly :
. those resultlng in 1ncreas1ng data d1sag§regat10n, result in only
moderate cost 1ncreases.. : '

As 1nd1cated in- Chapter V thé‘translatlon of cost data between
accounting systems is relat1vely inexpensive to perform but;, un-‘
fortunately, yields cost data of limited value. 19/. Whlle an
‘extremely detailed -segmental/PCS account crossover would provlde
more detailed” fiscal 1nformat10n than presently avallable, it would
not prov1de unit cost data on- e1ther' a per-credit-taken .or
per-credlt taught ba31s., Rec1p1ents of such' data might well attempt

to derive unit cost information’ by comb1n1ng selected accounts . S

within the PE€S and dividing: by one or another form of ‘credit unit .
consumption. . The resulting- unit cost data,- however, would be of
limited, - and questionable, : value. - Methodology 1°is attractive.
because it is relat1vely inexpensive. to perform, but it-does not
‘provide reliable unit cost 1nformatlon.by e1ther level of st#dent or.Q.
2, o T . _ R

[

Under Methodology 2 »cost data are developed by comb1n1ng 1nfor- o
.mation obtained from the exacting _segmental/PCS account crossover
with 'data describing faculty. act1v1ty Knowledge of faculty -
‘activity is obta1ned through a ‘Faculty Act1v1ty Analy31s (FAA)
survey. P o , . PR
. C ‘.- ¢ : v .

The 1nformat10n derived from. an FAA is used to asslgn the ‘costs
.associated with faculty salarles, beneflts, and support costs=-
- traditionally betWeen 40 and 60 percent of a typical institution's
total annual budget--to one or more specific elements W1tth the PCS. -
'I1f desired, the FAA survey instrument can be designed to-capture the

: 1nstruct10nally related portlon of faculty activity on the basis of - -

racademic - dlsczpl;ne(s) When administered. in this manner, an FAA .
permits detalled allocatlons of faculty costs to spec1£1c academlc '
d1sc1p11nes. _;T A o S : T

e

. %s Elgure 7 shows the cost line within Methodology 2 varies with the.

requency with wh1ch the FAA is dﬁmlnlstered the number of faculty



N

4

surveyed, and the range of ‘act1v1t1es accgmmodated on the survey

instrument. The cost of an 'FAA admlnlstered biennially to faculty in .
- the-Fall Term only, and- de31gned to capture 1nstruct10nal activity at

the two-digit HEGIS level, would appear on the, .left side of the cost

line. ‘An FAA employed each term,’ for faculty and adm1n1strators,.f

‘that’ gathers instructional activity 1nformat1on at the four-d1g1t

7;&HEGIS level would'be cons1derably more’ expens1ve

k Whlle a Faculty Act1v1ty Analys1s survey is costly to 1mplement and'

;1nvolves considerable ongoing operational expense, the precision’ of
-the resultant data is substantially 1mprove§‘ over that 'available

" under Methodology 1. - A properly administered FAA, when coupled with
the data obtained under. Methodology 1, yields .cost data of sufficient’

"quality ‘and quantity to- perm1t computat1on of un1t costs by both
:1nstructlonal level and academ1c disc1pl1ne -~’_ .

.pf:Examples of data developed under thls methodology appear 1n
';Flgures 9 and 10 1n Chapter V.. L

‘ Met'h'odology 3 Use of an Instructmnal WOrk Load Matmx

. Cost 1nformatlon developed under Methodology 3 cap1tallzes on the

investment made in data collection. under the first two methodolog1esp

and expands- the data to. develop costs felated to student credit-
consumpt1on " Program costs (cost .per credit unit by major, etc. )

.are developed through the use ‘of an Instructional Work Load Matrix-

(IWLM) - To prepare -an IWLM, institutions cross refetence data on "

derived from. an FAA survey.  This_ cross- referencing permits .

'-‘each student's. course - registratlon with -the faculty act1v1ty data -

‘tabulation  of -'student enrollments with- course offerings. - Once -

'g instructional costs by discipline 'and/or “level.of" 1nstruct1on have o
" . been computed, .(the procedure dtilized .in- Methodology 2), program o

" costs on a per-student bas1s can be- determlned..

“While the. procedure used to develop student program costs (and the

" .language used:to describe the: _process) is complex, the procedures’
have been successfully used in other institutions, . segments, and’
states. ‘In sum, wh1le arduous the procedure works

The pr1mary 1mprovement in the prec1s1on of the data developed under'~ '

Methodology 3 over the data developed under  the first two .

methodologies lies in the ability to identify. student costs and to :

different1ate them, if desired, by level of student and by program.
The. primary drawback ta Methodology 3 1s¢1ts implementation cost.
Not all campuses or segments, possess the data necessary to support

even ‘the most rudimentary IWLM procedure "In-addition, substantial

staff (and . computer) time and effort are required to. aud1t the«l

o results of the IWLM and FAA data merger _ " S

. -39- ..-.

. B . R . . i “ .
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<‘, Sample data developed under Methodology 3 appear in Figure ll 1n j
o Chapter V : 5 :

o ~
- oo N _..‘- . . - ~,»

"Methodo_logy'i% Allocatwn of Secondam Pr1mary Cost Centers

- To this. 'point, all 1nstructional and student costs have been
" developed. using direct 20/ cost computat1ons only. Under the first

three methodologies, 1nstruct1onal €costs are developed by report1ng"'u

‘costs d1rectly related to- 1nstructional activities. Cost centers
outside the’ 1nstruct1onal enterpr1se remained, with their pr1nc1pa1
—activity , and ‘were not - prorated or’ otherwise - as31gned to

‘ Under Methodology 4 the secondary cost centers (1tems 4.0 - 9 .0. 1n’

- the 'PCS) are allocated across the primary cost centers (items 1.0 -

3.0 in the PCS) using one or more proration-. techn1ques.;2Wh11e the.

'spec1f1c techn1que employed varies W1théthe cost.-Center to be = .

1allocated, the - 1ntent is to spread an. 1nst1tutlon 's~!"secondary," or

- overhead costs across" xts “primary . activities and. obta1n data

.reflecting "full - ‘costs." ~Methodology 4  develops:- informat1on

~"describing the "full -and complete" ‘cost per credit taughtvand/or the.

.-. ~coStg.per credit taken at var1ous student/course and d1sc1-
~-¢-pl1ne/program levels. j <

The pr1mary advantage of th1s methodology oVer 1£s predecessors is =
-, that the costs -assocjated with each" dI;cipllne/program activity-
"indicate - more prec:.s% the actual fdnds hea.ng expended to support.
that activity; - DeVvelspment o,;EJ ,such data permts departments,
: schools,_college ;ampuses,vand segments t6 :be more - ‘pre¢ise ‘in
determin1ng the'gost(s) of various- 1nstitut1onal dctivities. These
data are also ‘beneficial .in evaluating ‘alternate fund1ng proposals
because they permlt full Cost comparisons.

. The two maJor drawbacks to the extens1on of overhead costs to pr1maty ‘
activities are: (1) the cost. of performing the procedure, and (2)
' the differences of opinion_ that exist within the ‘academic community
regardlng the proration formulas that should be- employed for each.
cost center. For example,jshould the cost of a campus library be

1nstruct1onal research or communxty serv:ce act1v1t1es.3-3:. ;-y S

~distributed amoung academic d1sc1pl1nes on. the bas1s of the number of .

f'faculty employed in.each department ‘the.number _of students enrbdlled -
in each major, l1brary circulation statistics, or: -other factors? The

 procedures set forth in the NCHEMS Techn1ca1 Reports, cited in

*- Chapter'V, for performing full cost computat1ons are assumed for the

, - purpose of this study :

o~

Ll




" CHAPTER v | |
'specmc cosr-or INSTRUCTION ALTERNATIVES

-gﬁixTRODUCTION -

N Th:.s chapter describes the caveats, limitations,' and assumptions ®
- used in’ developing cost-of-instruction alternatives. In; addition,

. the chapter also provides” a description of six specific; cost-of- *
.instruction ‘alternatives for California. Segmental estimates of.
;1mplementation costs. are prov:.ded for each alternative.

 CAVEATS, fLiﬁITAfioNs =AND ASSUMPTIONS ~ - - S RS

1mplemented in a variety of ways. To ensur timely completion of
this study, a discrete number. of alternatiyes were documented and-
" their implementation costs established. In the following section,
six specific cost-of-instructjon -alternatives are described. Each ~
‘is based upon omne or more of th; four methodologies discussed in the
‘ .previous chapter. o B N NN U
" In order to aasure the greatest possible clarity in evaluating\\
. alternate costing methodologies, a- number of assumptions, ‘limita- -
. tions, "and caveats have been  applied to each -alternative. . The :
- assumptions, etc., appearing below .have been developed .after a .
" review of ‘the experiences df other states and the relevant liter-
ature. : : : - : :

. The cost-of-instruction methodolognes descr;?gd in‘Chapter IV can he‘f7

Al._ Costing Methodology

Each alternative employs the NCHEMS standard costing methodology
as - described in NCHEMS' Technical Report #65, Procedures for"
: -Determining Historical Full . Costs. "The NCHEHS Program =
;. Classification Structure (PCS) is used as the standard accounting
system for all cost-reporting activities. The BCS és described in
Technical Report ‘#106. - In those instances where faculty actiV1ty_,
- ' surveys -are employed, NCHEMS Technical Report #54, -Faculty =~
. swActivity Analysis: . Interpretation and Uses of Data, serves as the
*istarting point for the development of California-based surveys.

-’ff.i,' Activities To Be'Studied A

. The costing alternatives are limited to "regular" 1nstructional‘ .
. -activities in the three public segments. For the purposes of this °
study "regular" 1nstruction is: defined as courses and ‘programs

.




funded in whole ‘or part by the State General Fund federal funds, ,'_' o
~ " "ete. Courses and\progxlams funded entirely by student fees are not '
- considered part of the ."regular" instructional program’ and
.~ therefore not included in this' study. Activ:.ties spec:.fically
' .excluded  from’ f.he scope of the study include self-supported
-'extensz.on,' continuing education, and: summer Session programs. C
Medical schools and the operation of teaclung Hospitals are also :
excluded from the study, as are ‘the ‘California Maritime Academy
and the Hastings College of Jav. S -

' » . . . ¥

IS

3

‘3 Tme Periods To- Be Studied . . e

“In. preparing alt:mate cost: estimates for developing cost-of- .
“instruction’ data, a full .academic year is used as the standard

‘time/ measurement. “Cost information is' prepared on an annual

. -,-.bas?s.‘ Term-by term cost information is: neither collected or_ C
... pub 1shed.<* Cost ' data- are,’ where. necessary, - weighted:" to ™ .. "

accomodate differences in 1nstit.utional calendars (year-round-

: ~operation,;, 4-1’-4 institutions, etc.). 'As indicated in 2 above,

_ sion-is excluded from the study in those instances where -

- ‘the prbgr > is not. a part of ‘an 1nst1tut:.on s*"'regular"-'
-.1nstructional.program. o :

A Funding Svources e

Cost 1nf%_ it Xon for all funding sources is reported° State o

‘ General Fundy “local funds, federal funds of all types, Regental

. funds,- stud’egt\'_ ees, private bequests, etc. Sources employed to .
“fund actwi&es specif:.cally excluded under 2 .above are" not

. con31dered in the study. ' Funding sources are divided into two

{1):‘restricted, and (2) unrestricted. In general,

inds; are def:.ned as State and 1nst1tutional General

K
e .-lins‘tansbs where unit costing by either instruct:.onal or:
3d, the standard unit measure. for academic .
dredit unit. The unit-costing measure for -
i - the Community Colleges is’ the student




A

6. Instructx l.Disciplines

. In those instances vwhere . cost data ‘are developed by instructional~

- discipline or student program, the HEGIS classification structure
is employed v ‘ i :

:»7; Preparing Cost Estimates ;'%;;'f;f"

ST

For purposes of this study, costs aésocxated with the developmenti,*

of a particular set:of cost-of-ipstruction data have been

»'_computed on an increméntal basis' only. Costs currently borne by a

" segment - in the development of data that proved to be either.
_totally or ‘partially" compat:.ble M:Lth a particular " cost=of-

_ instruction methodology have mot been considered as a "new" c0stl

ﬁattributable to implementing that methodology

' The cost of faculty time requireé to. complete Faculty ActiVity :.
Analysis surveys, if. any, was not 1ncluded in segmental cost S

”.estimates

N S T TR TR i..

I3

o SPECIFIC COST-OF-INSTRUCTION ALTERNATIVES

.

Alternat1ve 1. Translating Segmental F1scal Informat1on into the-iﬂ.*

Program 61assif1cat1on Structure

-Under this alternative, ‘each segment doc'
. ing an exacting segmental-to-PCS account crossover. Implementation
 of this alternative .requires the public four-y' r_sé

Hselective refinements. to their. existing State-level fr

l nted the cost. of perform-_ﬂ”

ents to effect - - . .
. 1. data to
- ensure comparability between segments and' within. ‘the P tructure ‘

" The Community College system is' required to perform an’ accounting -

' system ‘crossover between the individual accountiﬁg systems currently ‘f

N employed at the district level, and. the PCS

~ e

1 Mgt e
"Account-crossover procedures for: pr&mary and secondary programs
~ would ‘be- effected for operating-expense expenditure data onl , at

r,the two-digit ‘level of the "PCS. No PCS account mergers (€.

'combining -ifems within a- apecific PCS element or combining elements

_ themselves) would be undertaken as part ofnthis alternative. " Data

Ny would be arrayed in accordance with the PCS nomenclature and no unit- -

_ cost computations. would ‘be developed.. All funding sources not N
- . specifically excluded in the caveats section of the report would be
. included in ‘the account crossover. Data would be. prepared on an -

'-;institutional basis, (district level: for the Community Colleges)
- with summaries provided at-the segmental leVel . ;

: a;;-a



s> only=-campus "overhead" costs*would not be’ included

£

~ An’illustration of sample data developed using Alternative 1jappears
~ in Figure 8. This is the current format for the Governor's Budget.

- -Al'i':'er.ﬁ'a't-iVe‘éA': ';'Er:epa‘ré Instructional Unit Cost: Data.Based on
e ~ Information Obtained From a "Universal™ Fac 1ty
T 7 < Activity A_naTy"SiS Survey. . SRR : .

. Figure 7. Under, this proposal, each -segment -would perfdrm the: L
- exacting. segmental~to-PCS crossover described in Alternative 1.. A &2
- Faculty Activity Analysis- (FAA) survey covering all facuity and’ '

academic administrative staff would then bhe utilized to distribute
‘faculty salaries to selected elements within:the PCS. Al i faculty
..and academic administrative staff would be gurveyed once a year at =
various times throughout the Fall Term. The combinatiog of the

| account-crossower procedure and the FAA data would be used to-develop -
“‘accounting data identical to that described under Alternatfive.1, and .

to develop unit-cost information by both level of instruktion and
acadeMic.discipline." As in Alternitive 1, data would be ¢ éloped on

_-“Alternative 2A correspénds directly to Methodology 2, ‘desc ibed in -

- a campus or district basis with segmental summaries: '

Under Alternative 2A, each 'segment would perform an- »
' crossover procedure at the two-digit PCS level.” No accoynt mergers
| 'would be effected and data would be: arrayed according to the ‘PCS
nomenclature. - Unit-cost data would be prepared’ at ' the jtwo-digit
. level using the HEGIS coding structure embodied in the. CS. Unit- ,
cost data would-be displayed for the-following levels of:'nStruEiiont} '

1. Lower Division. (for Community Colleges only, differentiated
© . by vocational and academic instruction) . [ U

‘-:g,V.ﬁﬁpﬁf DiyiSipg:?_ |

2:3:4 GraAuaéé.I'(fifét.stggg-@ééﬁérYS)-
~. :;f ‘Gradugﬁé;Ii‘(Seépﬁd étééeedoqig?@iﬂ A
‘ btained 49§§dﬁte‘ﬁon;d»;,
support costs .

in these fig- "
rated, based on -

Unit-cost information Gbtainéd:as a result of this p
" reflect faculty salaries, b ts, and instructiona

‘ures.. -While instructional-support costs would be pr
the data obtained from the FAA, no proration of overhead costs L
‘centers to academic disciplines would be undertaken/ All unit-cost
information related to "academic". instructicn would be prepared in -
‘terms of cost:per student cféﬁit”unit.‘ Noncredit ingtruction that is . .~
. .not' totally self-supported within the Community. olleges system
~ would also be developed in terms of student contact hours. '
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"‘, i F1gure 8 Sample Data BeMeloped Under ATternat1ve 1 jii:'.;
L (all data are hypothet1ca1) :

1'2 -,
RRENETSS '.’--"'
R

t. . e

o | uc | | csuc “1: ce
RO ' o Expend1tures Expend1tures _ Expend1tures
'f‘,_PCS Pro ram . ($000): | (5000)M ($000)

-@‘ 1.0 Instruct1on ;‘: s, 4415'1 1f : 6,38-:uv d“ A 94 63

2.0 Research < - "4“5“:;1f' ;j7'5;24.4‘-i'ff‘ 83.92 .
£ 3.0 Public Serviée';7l_ ; ;9.58".iﬁ 16,06 ¢ 106 2
&0 Academ1c Support S TI83 0 TU10.88 - 5425
-ins}q. Student Service tao 220 e
6.0 Institutional ',__ ..... i e o o
~ Administration  ©16.93 2662 . '~ 75.66
7.0 Physical Plant - | Ty
. Operation . - ° S7.780 7.4 0 23.93
#+ 8,0 Student’ Financ1a1 o S e
. ‘~_e'Support R -.j4.23},t3u; . 9.8 ... - 10.28
9.0 Independent :;ﬂ;f““ o S -;-Et.:”'- ’ _- R
.. Operation . .. 8.45 o - 14.26 - 7 83;26-
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An 1llustrat10n of sample data developed us1ng Altefhatlve 2A-£~
.,appears in- Flgure 9 S DU S : T

‘ A]ternatiVe 28: Prepare Instruct1ona1 Un1t Cost Data Based Upon .
S E -Informat1on Obtained from a L1m1ted Faculty .
ﬂ_Act1v1ty Ana]ys1s Survey\ L :

.Alternatiﬁq,zB aLso draws upon Methodology 2 and 1szslm11ar to:

:Alternativeé - 2A. - The maJor d1fferences between these ‘two -
v.alternatlves are f: .’ﬁfﬂ." . ,

1. OnIy 25 percent of all faculty, sélected on a random ba31s,
_would be requxfed to complete a Faculty Act1V1ty Analysis
‘'survey. (THis procedure is similar to.the faculﬁy-tlme-and- :
- effort reporting procedures.presently used by ‘the’ University
L ofi Callfornla ) - The "lgputed” survey would be admlnlstered'"
“fon 'a“time-random bas1s dufxng the Fall Term and WQuld be. .
-:employed .to dlstrlbute all faculty salar1es ‘and rnstructlonalg
: {;upport coéts to selecte lements w1th1n the PCS : ﬁ

» j'would ermlt computat1on of unit

" costs . dlfferentﬁpted by level o%‘uns uction ‘only.. The
~ -abbreviated sampllng would precludgj deve opment of--:

,£1nstructlonal-un1t costs by academic di 1p11ne .

3. The restr1cted sampllng procedure would perm1t the.

E 5’_development of un1t-cost data at the segmental level. onlyue

.+ . Campus,  and distyict Unlt‘COSt data would not be developed .
L y;'under Alterna 2B. - - f T

': ‘Alternative . ZB s essentlally a s1mp11f1ed ver31on of Alternatlve :
2A's method of computing instructional unit-costs. .This. alternatlve
beneflts from a reduced reporting  burden upon -the- faculty. (with a

*. commensurate reduction in implementation and operational costs) but

suffers from an inability to generate unit-cost information as a
functlon of instructiohal discipline or campus[d1str1ct In all
other respects, - however, the ‘benefits attributed . to the

lmplementatlon of Alternatlve ZA are appllcable to th1s alternatlve

An 1llustratxon of the cost data produced us1ng th1s Alternatlve ZB
appears 1n Flgure lO o _ ,
A]ternat1ve 3A: ,‘Develop1ng Un1t Cost Informat1on by Student Leve]

:~ and Student Program .

Alternatlve 3A utillzesiuethodology 3 to develop unit=cost- 1nforw '
' matlon by student level dnd” by student programfemajor) “-All proce~-.

I
- A‘ ' - : - :;.h -.

Y




’Figure49:"ﬂ

By Academ1c D1scip11ne and Instructional Le\le'l '{;'

R 'A; (all data are hypothet1ca1)
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'dures 1dent1f1ed under Alternatlve 2A are assumed to be in force and-'_

»  under this option.. Data describing un1t-cost information by. student
: level and ‘program would be developed by employlng an Instructlonal S
. Work Load Matrix (IWLM) at the campus level : : .
RS .Under ‘this alternat1ve each campus would perform an: Instruct1onal o
S WNork Load Matrix computat:.on in the Fall Terh 6f each year. 'Data so, -
obta1ned would be “linked to - 1nformat1on ‘supplied’ by, the Faculty
_;.»ACCLV1CY Analys:.s - survey “described. in Altfernatmve 2A - Student . :
.. program, information would:be: developed at the two=digit ‘HEGIS leVel
Lo ;;.Unlt costs would be prepared for the follow:.ng student. levels, SRR
o 1..-Lower D1V131on P "’:f_:qu* }’_},_fa “J"¥>

2. Upper Dl\n.sn.on

3. 'Master s - (Graduate I)

&

A 6.' ‘Doctorate - (Graduate II)

+ LN
. -

-

(facnlty salaries, ben efits ‘and. instructional: support costs) omly;
‘proration of campus "overhead"- costs to student programs would not be. ',
effected Cost . 1nformat10n would be: iﬂeveloped in terms of‘student

the .data developed as a result of the prior alternative are available: =~

c ey

- Un:,t costs developed der Alternatlve 3A wouLd reflect d\ect co's.ts o

- 0 ‘credit units. Un1t-cost 1nfqrmat10n for Communlty College ~noncred§t". E .

~. " instructiom would - be prepared in terms o student contact; hoursés,'
Sample data generated under th1s alternatlve appear 1n F1gure ll
5

X

o -

o '- Note that Altetnat1ve 3A 1s ‘a successor to Alternatlve gA only.;
v Alternat1ve 3A cannot be 1mplemented 1f Alternat1ve ZB 1s n_:ploxed. :

I . A . . . . \ a “,‘. .'-'-"
o A]ternat1 ve 4A De’velopi'ng FuH Cost Infdrmati oh'" e

\ . N [ B 0 = l . .
Alternat1ve 4A WOuld extEnd .the cost1ng procedures used in Alterna- at
-tives 1, 2A, and 3A-to include "full" ‘costs.of 1nstrut:t10n. Under
- this. proposal campus ."overhead" costs (items 4., .0 =~9.0. in. "the PCS)

T oa

'would -be ‘prorated across- 1nstruct1onal resear, h,. and: communlty

"'_ service - ‘programs (items-1.0 - ,3.0 in the PCS)|. The procedures
- supported by the: 'NCHEMS costz.ng methodology woul ’be used to pr‘orate )

: overhead costs to these programs. o L L R

Un;,t-cost 1nformat10n developed under - Altetnatlve 6A would be

g t.;_ o publlshed 1n a manner identical to that’ employed :irf Alternatives 1
L: 24, and ‘3A. All unit-cost data: would be prepared by both. level of; _
L student and level of instruction: in terms of the- student credit unit.:"
Program .and 1nstruct10na1 costs - would be" further- d1fferentla’ted, .;-
e us1ng the H‘EGIS cod1ng structure at. the two-daglt level

) " '-.' " .1.‘ . .. .
.:5": _' i bl ¥ .
Fa P e =A9- e :

*- s S Y
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}ﬂL;Fjgurgtil;f 'Sample Cost Of InstructicndData-Develobéd"UnderIAitennafﬁVeiSA“
B I '{ | - o e
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_ Student Program (MaJor) And Student Level
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i e T e s Lower T 0 Uppe

SRR ,}_.t-:.,,zll,v.1-}:Div1sion Division‘k Masterﬁ‘é Ph D,
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Sample data appefar in F1~gu§s 12A a‘hd 1;3

' ”Note that alternat:.ve 4A can be mplemented only 1f Alternaf.:.ves 1

@ ..‘ ZA Jg 34 axe e_mploye

Tee .

f“. f‘ - . : S - R - . . s
A'lterpat'lve 4B'- Deve'lop'mg Ful'l Cost Informatwn by Instructwna]
g B o Leve'l On]y S ,
oW s T « :

L is: "ﬁltematxve is sm:.lar to Alternat:.ve 4A but" differs in that 1t
. re11es -upen Alternat:.ves 1 and 2B to _supply the data necessary for -
¥. 7 -unitecost;computations. Since Alternative 2B employs a 25 percent

"’%‘r:-“'

by

5 information by campus/d:.stnct aeadem:.c discipline, student level,
* and ‘sthdent program would be precluded. Data d.escr:.bmg "full "um.t
‘costs’ by “level of instruction -at the segmentaE level wou),d% he

..oy . outcome - of implementing Alternative &4Bi¥. Except for these two . .

11m1t,at1ons, :all other aapects of Altematnre 4& are app11cab1e to
ﬁl%ernat:.ve 4B.. : N e R

Data developed us1ng th1s a1ternat1ve are 11Lustrated 1n Flgure 13.
e ’ .

THE COST or IMPLEMENTING THE s..Ix ALTERNATIVES S P

“In the course of develop:.ng the six cost-of-1nstruct1on alterna-

t:.ves, Comma.ss:.on staff requested each. segnient to submit 'estimates
. of the'cost of 1mp1ement:4:g ‘each alternative. The segments were
_ requested to separate the:.r cost estlmates 1nto.7._,,, ‘ v s

I 1. One tme, nonrecurr1ng, costs--those necesaary to undel’wr1te
Am NI ~ the ‘development of new survey instruments; the creatiom, or
LU mod1f1cat1on of- existlng, computer systems, staff tra1n1ng,

' R “etc., and -y

oo v ,3.

“2 Annuﬁ o_going,;cmerational costs--those necessary for survey

L admim.st:r&t:.on, computer -system operation, key data
. conversx;on, data au’diting, ed1t1ng, etc. -

. . . . PN
.:’.\<. . .,_.,A

'l'he cost estmates provided by the segments appear iu FJ.gures 14 and_
: 15. Cost‘” esdﬂ&tes are grouped within each f1gure in the order in ~
- ‘whiéh they would: loglcally be. :“.mp’lemented, ‘and further segregated to .

isolate major alternat:.ves ‘that are mut’%.lally exclﬁsive. The. cost

. of+instfuction. alternatives  that ut1lize ‘a- universal; faculty
e reporting system and’ gen.prate cost data by segment .4 campus, academ.c
d1sc1p11ne, student major, level- of 1nstruct1on, and :level oﬁy
‘student. . The cost” estimates appear1ng on the lowerm half of the
flgures 111ustrate costs for a}tematlves that employ a’ 25 percent

Test

est:.mates appearing on :the upper. qa{u of each figure .represent cost-

ulty- Activity Analysis' sample, computation of unit-cost #

A

W

p
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Fu]] Cost S, 992 10072 16 72 :
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Fjguré 128. Sample;Cost Of iﬁstructiqn-Data Deve]dped Under Alternative 4A

Bl : Ve

','s‘? Fu]] Cost Per Grﬁdit Unit Taken _ e CoE
'~By Student Programn(MaJor) And Student Leve] o ?‘tdt_ff' |
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o AreaStudfes

 DirectCost -~ - . 919 < 10 04 2040 28.63
SRl Cost . sl -23.20 '_ - eey . 59.92

" DirectCost . v W 635 . 7.08 9.2
o RaTgest. . 9.85 . 10.88 - 1606 ,

" DirectCost - . 11.60 - 12.76 : . 22.80 . = 46.90

Full Cost- - * =~ '23.70 = 2590 - 54.80 ~  106.40

Social Sciences’

Data avai]ab]e by campus and segment'
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~ .+ “Figure 13. Sample Cost of Instruction Data Developed
L '-:. S Under A]ternative 4B o
e Total Cost Per Credit Unit Taught By
e ' Academic: D1scipline And Instructional.Level”
' (all data are hypotoetical) :
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o ".Figﬁre 14. Estimated Imp1ementation Costs for Various ’
S e Cost of Instruction Alternatives -

Alternative © . U.C. . g.sd.C c;c;c£;‘.' " Total

B2

- $.7719,8007 1
. E $2)644,400 -

3

$ 475250'

. $184,500°
. '$453,500

/$1,700,000°

/$3,353,000°

- $5,225,000

- $ 1,766,650
$ 6,]8],900 

$4,459,40Q4 .$10,137,900

o

C.S.U.C ./ ,c.c,c. . Total -

"ATtekoative:‘ ST

)
/.

':j;A1tefnatiVe.

1

T

'Lg @
4A

 Alternative

1%15_]~;
.

ﬁ - $1{ 19;400:5
D 169,400
i $1,554,400

'$ 47,250

. '$984,500
$500,750

. $1,700,000.
$3.352.000

1$3,657,000

Estimated Annual Operating Costs for :.

g‘.
Various Cost ontnstruction A1ternat1ves

o c.

+$ 8, 800”' ;
$1,343,800 -
$3,013,800

$3,098,,800

| ;U;C.f,f'
$-8;800 - ..
© $193,800 .-

4.;55f ::

'—.c.s.u;c.,

$ 23,000

. $228.000
 $371.000

$405,000

c.5.U.C.

~§ 23,000
-$108,000

$308,000

~

e.c.C.

$ 216,000

$3b247’000

$5,928,000
96,658,000

C.C.C.
" § 216,000

' $1,013.000
$1,272,000

$1, 766 650_”
$3,705,900
$5 712 ,150 -

‘247,800
'4,318.800 s
9,312,800
10,161 ,800

o Totan |

$ 247,800
'$1,229.800 .

_ $1,773,800 .
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of 1nstruct10n only Under these

altfernatxves, be developed by campus, by aCadem:.c

' discipline, b'

’The followmg cogsiderationg hould be aple.ed when eValuatxng the
cost estima e ipp : :

t Rxgorous
}ere not. emp].oyed ‘to develop these data. a
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‘m'rkoﬁucnon

v 3. Development of system permxttlng "comparlsons of. budgeted

comply w1th [the statutel o ST T

L

. THE CALIFORNIA FISCAL INFORMATION SYSTEM AND ITS RELATIONSHIP T0 THE
. NCHEMS COST-OF-INSTRUCTION PROGRAM

i ‘ .
x.' LR}

fThls chapter dlscusses the or131n “and’ character1st1cs -of - the ‘un;?'
.~ California Flscal Informat1on System (CFIS) _Selected ‘comparisons’

- ‘between - the CFIS prpgram and the cost-of-zgs riiction. ‘alternatives
are provided. . Two -areas of potential confl1ctsbetween the cost-of=-

. instruction program alternatives described ‘in Chapter VI and the
+  CFIS program,are 1dent1f1ed and dxscussed S '

: ’”Assembly Bill 3322. (Boatwr:Lght), enacted -ip: the ‘1978 session, . o 1 ‘-
v;festabllshéd’the California Fiscal Information® System (CFIS) as the - :

State s ‘primary ‘vehicle for developlng annual budgets and accounting

- for  prior-year expenditures; AB: ‘3322, .subsequently chaptered as o

Sect1ons 11409 _and 13300 ‘of the Govefnment Code, “directs CFIS to: e

provide the legislatlve and’ executive branches with f1sca1,data,that
. would "enhance -fiscal" deC1s1on-making in. the establlshmentw of
' ,;vbudgets for a11 -state act1v1t1es "' The statute<calls for:

+

‘.Development of a "modern-and complete account1ng system," _i

'q.ﬁa1ntenance of. "accurate, and comparable records, reports, ‘
and statements of all f1nancia1 affa1rs of the State," ‘

expend1tures, achaI expenditures and encumbrances,"~‘f*

4. “Use of an accountlng structure that fac111tates'the 11nkage
' » of actual expehdztures to specific goals and obJectlves .apd

-—

N

5. ‘Use of a’ codzng structure (presumably W1th1n the accountlng o
_structure),«that 'will permit, "1dent1ca1<act1v1t1es be1ng
- performed - by d1fferent ent1t1es ‘to’ b 1dent1f1ed ‘and ..

R compared weoo . o : . ~L

program. The only- exempt1on of s13n1f1cance rela ag to t
University .of California. Section 13341 ~'indicates

existing budget1ng, ‘accounting, and repOrt1ng systems ]
University of California sha11 not be substantlally mod1f1e-



Eight "pllot" agenC1es have been 1dent1f1ed for 1n1t1a1 convers1on _'

'.ﬂ to the CFIS program. They are.f,

1 -faccountlng, and- performa

{ﬂl_.:l Comparab1l1ty

',g,_postsecondary educatlon communlty

' <‘l; Employment Development D1vis1on, ;,: o

2. Depasmhent of.Educatlon,

. 3. Department of Water Resources, -

”

S 4 A Department of Transportatlon,- '7£5;"
’ 'vx'. pry

%.. Department'of Health Serv1ces, -
6.

Department of Soc1a1 Serv1ces, _ __1 V;“'f- - h- ERRE '_ e
- S S :

7; Departmentm £ Motor Vehiclcs,;and ; N _'D

e'Un1vers;ty and Colleges to~:
, jram:’. At, thls writing the .
that the’ CFIS program will be
‘ the fall of 1980. To, date,

‘ faczl;tate 1mplementation of the:' C
' State; Univers1ty system Antic1pa
operat*b

) campuses :have part1¢1pated in “eith
1mp1ementat1on of the. CFIS program. .
public segments, -the. Cal1forn1a Mari;
College of'Law, haVe not been estab11s

ates fornthese two.'
emy and the Hast1ngsv —

am as thu,St te's pr1mary'budget1ng,.-f
isuring system ‘'raises ‘a number ‘of.

o the’ determlnatlon of - costs=of~

) ortant considerations are discussed -

i'The emerﬁence of the CFI

important issues with' ragat
.instruction. Two‘of.th
.below. #a : A

..J. .

' Chapters I and V of th1s report have noted that cost comparab111ty
;. among poétsecondary institutions is an eXceedlngly difficult concept .
to 1mp1ement and that: mean1ngfu1 comparisons of .some - educational
uact1v1t1es;among differ1ng institutions cannot be achieved at- any
price. Th%”CFIS program envisions that cost ‘comparability can be .
“-achieved  not only: among postsecondary institutions, but among all
~other governmental agencies as well. Extendipg cost .comparability
throughout all. facets of State government’could escalate the costs of .
‘data collectlon and reporting above those'appearing -in Chapter V, and"
could result in a product of quest10nab1e ut111ty with respect to the

;2 .



W e,

k_'a'

o of . comparab111ty desired in.the ‘budget preparation and review .

’postsecondary institutions

comparability. ‘between the California .Stage: thversxty and Cblleges

and the Department of Motor“Veh les, or. between ‘the California State

University ‘and Colleges ‘and the Unlversxty of Caleornla? If coft
comparability . among all State agencies (1nclud1ng .the publlc

'VJ;segments) is indeed the Legxslature s objective,' the- usefulness of

44fthat are notcommon to postsecondary educatxonal activities. While

cost-of-ingtruction - data as -described in -this reporttwappears
limited. - If, however, cost comparab111ty among the .segme i

Legislature's primary goal the cost-of-1nstruct10n methodologles
described:in this report would appe
,compa'ab111ty than the CFIS prog

to be a better approach-to cost

: CFIS‘ charter--to establxsh~cost comparab111ty measures among all '

State agencies--requires the: use ‘of a classification structure ;that
must, -of necessity, embrace. numerous activities: and cost centErs

' /the exact format of “'the CFIS accounting structure has not” been -

;.‘determlned it -is “clear that any accounting system or activity

“-structure designed to represent organxzatxonal units with sucﬁ dis-

. . structure is to be the primary vehicle for Such comparisons;, the losS;@l:li
- of accuracy and- precision. resulting from translatlons of campus data =+

Department &f.Water Resources, ‘and the Caleornla State Unxverslty

. " and Colleges, must be exceedznglyiﬂxverse dn nature. ‘This diversity
. poses the potentxal for campus act1v1t1es and . expendxtures to be.

‘translated from an internal nomenclature ‘that accurately reflects

om T

-educational act1v1t1es and costs, to an. external structure that may
- be: inconsistent with the original activities and: expendxturés. -This

- report Has clearly demonstrated that translations of campus-based:
g actxvity and expenditure data between accounting systems can result

in-losses of precisibns and. accuracy. ‘(See the d1scussion ‘of the -

" impact of ‘methodological d1fferences upon data accuracy in Chapter
"I.) ‘Such’' losses are minimized ‘where translations “are performed
| between -similar classification structures=-e.g., between “campus, -
'gsystems and the NCHEMS PCS-~but would-undoubtedly increase as the gap_v'
- between ; the basic foundatlons of the two clas51ficat1o‘l. '

widens--e.g., between campus systems and the Stat“aF,)

" structure.* If cost ,comparability among all State agen_lés is the

primary intent ‘of the' Legislature, and.if the CFIS accounting -

to the CFIS structure may preclude  many- valuiable inter~ and.

o 1ntrasegmental comparlsons. If however, the Legislature' s,pr1mary“~.

ac &

.4
L
oy

‘J:One of the key questlons that should be cons1dered by 1eg1slat1Ve and ,1.-
executive branch staff withi regard ‘to the CFIS program is the degree =

. process. Does the State Bes re, or need, cost comparability between -
;Eh’all other governmental agencies, or -

does it’ desire cost comparabxlity'only among the segments and their = . .

' -campuses? Stated. differently, is it more important to establish cost = -

‘s1m11ar roles or missions as: “the Department of Transportat1on, the ”.i:

~



_interests 11e in cost comparlsons among postsecondary' edudatlonal
s 1nst1tutzons ‘and - segments,» the cogtzof-instruc ion methodologles_
" outlined” in” this ‘Teport, and. th 3ise. of - NCHEMS . PER,’ should. be

. ° .
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| ',_.CHAPTERVH‘ s L TR e
'*‘:’*';'_"FINDINGS CONCLUSIONS AND RECOMMENDATIONS RUREARRE

“:',‘f_ffxmonucrron e T

Y

4 Thzs report was commxss;oned as a fea81b111ty study--one des1gned to7

evaluate alternative - means ‘of develop1ng cost=of-instruction data. o
It has descrlbed thé uses' of cost_data i other :states, and ‘has ..

reviewed Ca11forn1a s earlier experiences in using cost-of-

instruction data The repért also has described various cost-of=".

instruction methodologles, 1dent1f1ed alternative -methods ‘of:
oduc1ng cost data, and documented ‘the 1mplementatxon and ongoing

' operatlonal costs. of each alternative. Finally, it has examined some

of the forces that’ have a peripheral ‘effect on the use of cost=of-

.instruction data in California; the CFIS program and the discussion

of 11m1tatlons-on the use of cost data are two such examples. L

5.
The Comm1s31on cons1ders its chargé to examine: the potent1al
-usefulness of - cost-of-instruction data for publxc postsecondary

- education’has been fulfilled, and that attention should now-turn to -

determlﬁlng both the de51rab111ty and utility of employlng such data_j-;_f

" as an agent for flscal ascountablllty ‘and pollcy rev1ew, ;

The® rema1nder of thls chapter documents the Commlssxon s f1nd1ngs,
conclus1ons, ‘and. recommendations.”, The follow1ng three .sections -

_-synthesize the dlscussion that appears in prior Chapters, -provides

concluding ‘statements -about the relative merits ‘of. the .cost-of-
" instruction alternatlves presented in Chapter V and sets forth

three recommendatlons for: future actxon.
. . o

F1nd1ngs

El

1nstructlon programs have been mlxed

Few states appear to have reallzed all of the1r orlgxnal
obJectlves for cost-of-lnstructlon data.;u“, ~J

o~h{ Some states have employed cost-of-lnstructlon data for -
~inter~ and 1ntrasegmental cost-comparxsons while others
"2 have spec1f1cally precluded the use of the- data for thlsf

| 15-‘purpose.

v, .,LJ -

:c,V:Some states,have used cost-of-lnstructlon data for budget,a;"

preparation. and: review only,»others for ‘campus . based
“-plannlng and’ management only, -some have used the data for
' fboth purposes . :

:,“ P . g

l. The experlences of states which have 1mplemented cost-of-f;:

[



:~,'1'he organ:.zat:.onal ent1t'y resp0ns;|.ble for develop1ng,
v-publ:.shxng, ‘and using CoSt-of-:.nstruct:.on’ data varies -
!-dramatically among states; the most: po‘pular choices have
'v,been leg:.slat:.ve[execut:.ve branch staff 1202"Couun1ss1ons,
:'j‘and Boards of Regents/Trustees.

':Nearly all of the states that have 1mplemented ‘state- '1 ..
4. level, c -of-:.nstruct:.on programs: appear to have exper-

v 1enced d f:.culty 1n estabhsh:..ng cost gomparab;l1ty
.f_ustandards .

. 7,4~ s : -_F R

.- . ca i B ’ A ’ S 5
£ Host states wh:.ch have embraced state-level, cost-of---‘ o

: :, . instruction” programs "have requ:.red longer, implementat:.o,v R

CFN e F time per1ods than orgmally ant:.c:.pated. ' '

_ Only two of the th:.rty-one states respondmg to the
-:_Comm:.ss:.on s, survey prepared full c0st-of*1nstruct:|.on data
a th:.rd state developed these data on a b:|.enn:|.al

3“Hany of th methodo’lpg:.cal problems attendant on the develop- -’ -
ment of cost’-of-mstruct:.on ‘data“ have been - resolved in recent . ’
k .years, ‘but,. methodolog:.cal problems are still a: "factor worthy of
'cons:.derat:.on. ‘Considerable : progress has . been- made dur:.ng the .7
- last: decade in the development of survey’ :|.nstrume.nts, in data~'
-fgathering procednres, -and in supporting ‘ data "p'rocess:.ng
_._;_..;systems.‘ Even with these 1mprovements, however, many data
;" ‘collection’ .and information' processmg ‘obstacles’ ‘must "be - .
" ‘overcome  before useful State level . cest-o f-:.nstruction data_ R
”..can’be developed o < : BRI SV THER A T

anct:.onal d:.fferences--those attr1butable to the "personal:.ty" s
vof "an' individual campus--cont:.nue to’ present a major obstacle
.Lbcost:: camparab:.l:.ty ~among" campuses.v_ In California,. many of -
these dlfferences were-created by khe 1960 Master Plan, which -
: _‘specif:.c d.:.fferentxdtxo,n of” funct:.,ons among “the -
'pts. No set of- fotmula’s, procedur -f'or gu:.del:.nes -
r likely will be,” develOped i
f’fé.mct:.onal d1££erenCes betw_

' __"jdeal ‘with’
e, .tut:.ons .

‘-:"5‘

b, Cost-of-:.nstruélt:l.on data haVe not provem & "be a»panac\ea ‘for

- fiscal and program review ills.~ When. pr0perly devéloped. and
.applied, co¥t 'data have provided valuable gxns:.ghtg into®

“‘similarities. and fferences among mstitq :|.ons

v ‘cannot, . however,"_stand dlone. . To be usef - ost‘ﬂpal?s:."
Lo tool “cost-of-znstmctzog& data umst be used ".na con:;pg. tioh: mth




N . . . : [

B
v

‘5. -Costeof-xnstructlon data ‘can he an exceedlngl valuable, but
. potentially debllltatlng, commodlty The s51b111ty for R
L . © . misuse of cost data, and. partlcularly qost-of-xnstructlon datéfﬁ' 3
. -~ inphe forms’ descrlbed in th1s ‘report, is s1gn1f1cant ‘Care
¢ 7 '’ ‘must be.exercised in. “the’ developmqnt andrﬁae ‘of" these data to-"v .
- ‘‘ensure that ‘they are, .éfipToyed by persons who understand. the ":
data's unlquegcharacter and nature,fand whp ‘are. able ‘to v;ew thearil

Wi

~data. 1ﬁ thelr'proper perspectlve. Ly e ] ,<".; L7
B e S ",,A‘ X4 .

.4:65 Under opt1mal c1rcumstances, cost-of-lnstructlon ‘data descr1be="f
7" only-one-half of the ¢ost/benefit equatlon."Slnce the benefits™ .

- 3gb; "of many postseconda;y<educatlonal activities: are* rarely, if
R T ravery . quantlfied,wthere is an 1nherent*€endency to assume that _
S ff; all benefits -are either- equal, or roughly equivalen t%iCOSt‘Of':V°y‘

S Instructlon data can play a meaningful role as an analytic tool

b, only ‘when both the - costs and thé benefits of theé educatxonal o 7\
R act1v1t1es to be stud1ed are glven equal treatment Lo '

a.

Ta 2

Cost-of-lnstructlon data a8 descrlbed in th1s report, measnre““
averagg costs. Many 1eglslat1ve and - executive branch . flscal -
degisjons - are concq;qu more ; with- marginal scosts. Whlle
e adirage-cost data ‘are .a valuable,and necessary precursor to the1
- _vf%5§ development of ma@ 1%al-cost informatlon, average-d%st_data
E;3*l§-2'3 cannot play. a meanxngfulﬁ.tole 1n marglnal-cost/beneflt F*TT‘\
: " dec181ons.:“ n;'.:__ ' v

P
<¢ L
¢ ,

T"b!u&:lx of the leglslatlve 1nterest in cost-of-rnstructlon data e
;1dent1ffed ‘by. the Comm1331onnappear§ .to be addressed in: part by
-“the Califormia- Flscalblnformaxlon System (CFIS) .Presently under
development by the State Department of ‘Finance. While. some :

. ‘pottions ‘of the cost-of-xnﬁormataon .program. descrlbed in thls
.+ -, report. are congruent with- the CFIS’ ‘program,”. two- areas- of- the
’ CFIS program warrant further leg1slat1ve conslderatnon: i

s

. 4* . L
DA The ‘degree ‘to whlch ‘cost. comparabllrty among generalu s
g governmental agenc;eS'and publlc,postSecondary educat1onal
qutltutlons should! )e- emphasized at. the eXpense of cost ﬁ'
comparab111ty betwe /among the publlcmsegments and fﬁ}f

The degree to wh1ch~campus cost and act1v1ty data w1ll be c,
distorted by'translatlon ‘of campus ddfa to a State=level -
accountzng system: des1gned to. faC111tate ‘cost: comparab11-~'
~f‘ ity amOng general gOVernmentgl aggnc1es. %"“f-- ‘

. e v
e . R
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Determlnlng the Optlmal Cost-of Instx?uct:.on Alt’ernat:.ve
The cost- f-gnstruct1on alternat:.ves that ex}p.blt @optlmal ost/ ‘

.. henefit : relat:.onsh:.ps are A]:ternat:.ves ZB and 4B. 'Under tHese .
o Tea alternat:ges, costs.pe#’ cred:.t um.tftaught by level of, :.nstructfon
“(e.g:, lower d1V131on,' upper d1v1s10n) would be: &eveloPed at the

o segmental level on, an annunal’ basis! (Noénnstztutlonal break%,.owns

_ 6'511d be " prov:.ded ) The"one-tlme :unplementatlon costs of these two".‘ E
alternat:.ves would be $3,705,900:ai#$5,712,150 4 respectively. The ' '

annual operational cost for: the:'Same’. o alternatives would be’
:@1, 29,800 and $1,773,800, respect:.vei’y *  Even though. thege ‘two o UE
: alternat:.ves ‘represent - the optim T cost/benefe.t .solution,"’ the" T
Comm:.ss1on has concluded that the®potential benefJ.ts to. be: der1ved A
from the data are: not Just1£1ed by thé costs of its preparat1bn (The % ..
Commission belleves ‘that most of ‘thHevcost data developed under these S
alternat:.ves are,{ez.ther preseptly avalléa'ble‘from fiscal 1nformat10u R

, suppl:.gd to" the Department:of Finance on a*routine basg.s, or.can be ' " -

. ﬁdg\Veloped ‘or extracted #om ex1stmng 1nformat10n at costs far’ ‘lower = . ¥%.
B than thoss_ c1ted J.n Chapter V. ‘. . R L '3!". ﬁ%

‘~-1‘u - 4“

. data developed under Alternatlves Zﬁ?«and 4B uld’ not: &dequately
‘-gaddress a'substagtlal portlon of the:: x‘#legl%%atlvg obJect:.ves‘
“described in Chapter J,, even .if: &;1 'qiata could 'be. obtained: at a. -
. ‘greatly reduced tost.. While these data ‘might be: ‘valuible first’ steps—
?'j' in the@development of :a State-lew"el"* cost-of-:.nstz'lictn.on program,
they lack a’ number. of _1mportant characterlstlcsg:z leig.,. ‘costs’ by.- -
academJ.c d:.s,'clplme a«by campus) , .and }re developed at too high a R
level of: data aggregation (e.g.),* seglnental leyel’ only) to ‘meet: the :
Comnusslon ‘8 1nterpretat10n of the Iseglslature s 1nterest 1n the
data;'-,""""i"’ o : R :

Of the four rema:.m.ng altemat:.ves, the Comm.ss:.on has concluded

. that’ Alternat:.ves 1, 3A, and 4A do not represent viable responses to ..~

- .the Commission's. 1nterpretat10u* of 'the Leglslature s. obJectJ.ves.:, R

" Alternative.1, while @nexpensive in.comparison to'the others pre= . -
sented, ;,rgsults in cost-of-instruction'fdata of. extremely limited . - -
ut:.l:.ty --\Further cost data similar to those that would be collected’
‘under. Alﬁternat:.ve l‘are 'fmbl:.shed annually in: the Governor s Budge@.

‘ for the four-yré”arf ub@c segments. IER & o .

Ao

_ were prepared by the segments at rthe R ‘ -
: ~'Comm1ss1on S, request.. The: Comm1ss1on has _not: audlted these
' estlmates @or acctfracy or‘completeness. : ;
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Altern%tlve 3A ‘was e11m1nated from further cons:.derat:.on because it
hacﬁ‘the' ique d1st1nct1on of possessing. hlgh 1mplementat10n and
'erat1onal costs’ (approxmately*$10 million each), whz.le O
co'st ‘data “of. quest:.onable usefulness to leglslatlve‘g '
executlvsa, akd", segmem;al decision makers. -The pr1mary driwback. of
the cost. data’ dgveloped ‘under.. Alternat:.ye ‘3A is:.that ‘they’ are
«developedf;gn the ‘basig, of theé direct cost per credit um.t taken: by .
Mtudent maJO; -and by level of. student. sThe Comm:.ss:.on believes. that L
£ 'Qata ‘are- subject . to’ cons:.der.able inaccuracies. due to ‘the . .{¥
. fes ' of -the "ways in’ which studentg. select and report. the1r :

-"maJors.- If developed -these data would undonbt dly be. useful”
- ifidfeagors  of :student - énrollment patter%s but ‘the .Commission ~ " * .
B '_'_be11eves s:.m:.lar data can be obta1ned from pther, Tess *Expens:.ve, Y
% -fsources 1f the I.eglslature 1nd1cates a need fdr sgch 1nformat:|.on. S

- , Alte;natlve 4A ‘was e11m1nated from cons:.derat:.on for sm11ar- R
,."  .reasons. Under this altef#native the: ‘full cost per ¢redit unmit taken

~ * by: studeht. ',maJor and by studlent” level would be reported,. -THese d§ta _

h _-;g- ‘are subJect toi the same 1nherent fa111ngs .as.’ those desépibed . for
Al,ternatlye 3A, w1th tlxe added burden of 1ncreased methodologlcal
errorg due to the procedures used to allocate qverhead cos{.s to -

Py <, § : L
' _-.‘“,é.nstruet:.onal..progilams.-.‘-, i ;- T ‘_~ ;_,éi-a S CEL

Oimhe six altematxves dxscussed 1n tlns repott Alternat:.vve ZA.\- ~
i -_"‘_f,':frepresents the data Het - thaf ‘mosy; readily agrees ‘with the ‘Com=
s :qussi% .s” Lnterpret.atlon ‘of the Leglslatur 's ob3ect10es for- these
R : '. cost: @ta dEVelopeds under ‘this a ternat1ve would- descnbe .
1rec§ cost per: ‘dredit umit taken by~ Campus, . by"level of in=
RS struction’ (g 8iy lowen d1v1s:.on, dipper" d1v1s:.on), -and’ b!facademc

K &seﬁllne. lt\ernatlve '2A' ‘was not? identififed a§ the "optmal" _
' ""Aalternatz.ve Pecause of high implemehtation ($6,181,000) aid opef- .
tlnﬁ (54@818 800) cq;its, ,asr;- estimated by the segments., Koweveq,
ernative ‘Provides- “the ;abest blend of .data qual:.ty and.
‘Z-quaﬁtlty, g&en th;e tommn.ss:.on iassumptlons about the Leglslatxf'.te s
.j1nterests. Kiake : ) o _ NI FE AT

o In pgepar:.ng tlﬁ.s report the Comm.ss:.on, developed agstatement of ﬁ;s T ,
understand “of the. Leg:tslature@’s terest in’ cos@of-:.ns;ructlon D
N\‘-’ ‘gdata._- TR g t@ment, reﬁerred toMs :'eg:.slatxve 1nterest aqgas,"_. C
was’ prepared reviewing prior le lat1ve d1rect1v and’ 'the * . = .
ngperlences of ‘other tatessthat ﬁsei_ deve op ded st. -level,\l el
: cost-of-lnstructlon programs. . The rev1ew procedﬁres emplo?eﬁ by the
% Commission iiesulted inta. broig statement of 1eg;;sla e neecﬁbecaus% N
© - it was. based’ upon an . .imprecise *und erstand:.ng of "the. 1ntended uses’ of - §k»
the’ data. ' Further study ‘of legislative (and executlve) bganch deeds .
. 'and a’ ‘clearer statement of thea&ntended use& of: ?ese fﬂata gpuld_ :

v
St e . .o

,A ity o ®
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fﬁ.undoubtedly result 1n reduced 1mp1ementat10n and on301ng operat1onal o
. COStS. L R » K ,..-. SR ) .
",fRecommendatwns R S D R
SR S ) Coe T~

1. The Comm1351on recommends that the 0ffice of.the Leglslatlveb
.. Abalyst, the Department of Finance, _and represegtatives of

_1eg1slat1ve fiscal committees review. the cost-of-instruction .
alternatives described .in this repert-.to determine which. of:
“these - alternatives, if any, would be cpn51stent with_their -

needs for these data. . - - _ :f’-" L
: . £ R : -
‘a-/ : ' -

.”WZ. “The Comm1ss1on recommends that, in conduct1ng thls rev1ew, the

1mp1ementat10n and- engoing: opeﬂat1onal t estimates provided .

_ fby the segifents for each cost-of-instriction alterpative be .
8¥exam1ned td determine if further spec1f101ty of -the need and
intenddd use of the data would result in reductlonsfln these

" %osts’ or reductions in Other costs that emerge due to the

-elimination of report1ng re§pon31b111t1es for‘selected ex1st1ngﬁ

f1scal data. , L .
1) ) . . R o RS IR BN . TR
. . _ : ; . s

';,;3,"-The Comm1581on recbmmends ‘that pr1or to 1mp1ementat10n of any
- cost~of-instruction program-a sepatrate review be undertaken by

‘the . Office® of theezgglslatlve ‘Analyst,- the Department "of
Finance, ‘and repres tatives of legislative fiscal committees,

to determlnemthe quantltles,and qualities .of fiscal data
currently requested from®the public segments, with the intent.
of identifying. information® requests thy
or'bf marg1nal usefulness 1n f1scal rev1;

"and control
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g A FOOTNOTES

: .1/ trhe Comm1ss1on, act1ng in cooperatlon Wlth the SHEEO/NCES f{’

'Network,.Sponsored a national. survey of the use of-cost=of= "
N instructlon data, in other states ‘While 31 sta’tes responded to

the: survey, “few- prOYIdEd 31gn1f1cant m31ghts into Why thelr :

S ~ state decided to embrace the* collectlon of cost-of-instruction’

. ® - . data. ‘Many states were reluctant to dlscuss e1ther their -
R ‘.~'mot1vatlons in embark1ng on the pursu:.t of cost data, the
- const1tuenc1es to- be' serbed or. ‘the results they had expected to

: reallze ; _ :

._1

' g/ ) Procedu.res for Develop1ng H:Lstoncal Full Costs, Nat10na1 .'
- ' Center for H:Lgher Educatlon Hanagement Systems September 1977
p. L. 13 1. 14 Ll e - .

. & . L
-3/ "Cost Informatlon and Fogula Fundmg New Approaches, "The B
C Uses ‘and Abuses of Cost Informatlon,'.'_ Apr11 1979, p: 7. e

'ﬁ'/;__Plamunj, Hana ing, and F1nanc1ng in the 1980s, Proceedlngs of
the 1977 NCHEMS Nat:.onal Assembly, November 1977, p 91 -_~_ -

A .

5/ ':Cost Informatlon and Fomula Fundu New Approaches, Apml "

B9,z T T

1979, p 3

' :1/ Annuald!eport of t'he D1rector 1963 64, p 10

8/ .Ib1d., s 11.:_ o '; ';' 115' o f“i.A EER Ty

g/ 1bid., p. 1131-' |
- .]._(_)./ Volume 21, No_'. 5 .,':-,of _ﬁa‘}rs 'fand_ Heahsi'(‘:oninittee':s 're'ports to the
S ';_Assembly . Lo ,

711/ Nos.: 66~ 14 66-16 66 17 and 66= 31

S 12/ .November R_port on the I.evel of Support for Pubhc H_igher.
R '_Education, CCHE report 't No. 67 gé December6 1967 S
. = ¥ y ‘,l Yo
’ }_17 The 1ncompat1b111t1es betwgen ‘I]C'swﬁ’nd CSUC's State-level

. accountl,pg stems were .documented in a, Comm1ss1on report-- S

‘“published. ip*#March: 1980--ent1t1ed‘; "State Budget Formulas for

. Declining .k _'11ments in ‘Califormia's Public :Segments of -
Postsecond&‘y Educatlon "o Specific’ 1ntersegment.al accountlng

’ d1fferences appear xn Appendng E of the report
W :

'.‘v‘“.

et

[P T . ca B v

6 ..APS Postsecondary Educatlon 1n New York Vol 7 No 4;‘_ Fall -,*' o
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:':14/ Program Class1f1cat1on Structure, Second Ed1t1on, Coll1er, -E

B ‘_F,T'_j.. BRSNS ) PN v Nat:.onal Center for Higher Educat:.on Management Systems,
' 1978 » S o o

- . 15/ A rev1ew of the program elements used for UC and CSUC in the
. . i.Goyernmor's Budget appearing in Figure 2 and the structure of the . -

“ PCS .(illustrated in- Figute 3) clearly indicates the prima facie = -

" compatibilities ‘of -‘¢he two accounting s systems.- ‘While.
d1fferences exist between the two, four-year segments in the
V,manner in which accounting- data ‘is recorded, the basic struc-.

._l.tures employed by both are nearly 1dent1cal to the PCS '

16/- For the purposes o£ t;h:.s report, "faculty" 1ncludes senior . _
- level adm:.n:.strators (e.g., cha1rpersons, deans, ass1stant 2.
Cdeaps).. e o
> 17/ For the purposes of th1sa report facul-ty "salar1es" 1nclude

o d1rect salar1es, fringe: ‘benefits,; retirement contr1but1ons -and
Lo 'all other forms of formal renumeratlon.; _ B

' l§/ . Faculty Activity Analysis' Interpretat:.on and Uses of Data,
" Rommey, 'L.C. and Manning,. .C.W., National Center for H1gher
-Educat:.on, Management Systems, 1974

e ;g/' An example of data arrayed 1n accordance w1th the PCS appears in -
F1gures2and9 ' Co L . :

N
P

20/ The d1fferenﬁes between d1rect and full ‘costs are’ qu:l.te
' - important. . Direct . costs represent only those costs - deal1ng
" @'" with prov1d1ng academ1c instruction.: .In: general ‘direct costs
- » document faculty salar1es, benefits, etc., departmental support
T (e.giyg secretar1al ‘support, misc.’ suppl1es),' and a limited .-
_ ' amount of '"overhead" costs represented by the department . &
- -cha;,rperson. Full costs include all ‘costs covered under direct -
- costs sphus all other forms of campus support. Generally the
costs- of ' ‘the 11brary,_ academ1c/adm1n1strat1ve/execut1ve '
, adm1n1strat1on, plant operation, et al. are included in the
‘. ; computation of. fulf costs. Compar1sons of direct costs tend to.
be companson's Lo - the ""cost of.  the faculty" prov:.d:.ng R
_'instruction while cdmparlsons of Ffull costs’ represent compari- B
o ~ sons that ‘include both -faculty costs and campus overhead costs. . - -
<, " ¢ There exists substantlal disagreements ~between -educators .-
- e _:'regard1ng wh1ch ‘measure ﬁost accurately reflects "true" costs~. SR
‘ '-",:'_‘of-1nsﬁruct1on. T e : M e
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APPENDIX A

FINDINGS AND RECOMMENDATIONS ‘
. - OF THE: 1972_CCHE COST_STUD

Thls 1s the f1rst ifi a series of annual reports that W111 determ1ne
. the £pll costs of . 1nsttuct1on. in’ public:. higher education in-

. California, as. requ1red ‘by SCR 105 of the 1971 Legislative Session.
‘The report attempts first to’ define the phrase "the full costs of -
1nstruct1on",’wh1ch in the broadest sense can be 1nterpreted -to-
1nclude a var1ety of social ‘and private economic - ‘costs such as
opportunlty costs,\foregone earnings- of the- 1nd1v1dual student,
‘foregone tax 'receipts, ‘and others. .In the narrower'and more .
practical sense; the phrase can be 1nterpreted to include ‘only these -
costs that represent'expend1tures inCurred by an institution in the
form of capital outlays and current operat1ons This’ -report is.
limited to the analyses of those costs . perta1n1ng to current
‘_-operat1ons for the 1970-71 f1scal year." o

"fThe report also attempts to set out the d1fferences in the reportlng_

'?,1 systems currently used. by the three pub11c segments ‘Variations
°.  exist in- the reporting of expend1tures among the segments ‘due.; to
“w_fﬁnctlonal d1fferences, the ‘manner-in which the- segments have "

 .defined various act1v1t1es, the way the segments charge rec1ﬁrent"

1act1v1t1es for services rendered, sengntal 1nterpretat1ons of the. .

- intlusiveness of the ‘various fund1ng sources, and other factors. The".

* report represents ad§1rst attempt to allocate support. expendltures S

. to .the primary programs, and-for the two four-year segments, to.

'5i,jallocate expend1tures :to.. the 1eve1 of. 1nstruct;gn ‘or of students.ﬁ“fl

g_Varlatlons in the procedures for, allocatlon are. noted...
: _ .

"s_'No projectlon of costs has been made because of var1at1ons in the

'"}vreported expenditures. . Further, ‘the data. reported are for.one flscallf'ﬁi'A

‘fi,year (1970-71) and, therefore, 1nadequate ‘for determanlng trends"‘

Also, current budgetary projections. ‘for the :1973-74 fiscal: year

- require:a-1971-72 budgetary base. 'Council staff plans to subm1t 3 :::{.“
',.Tsupplement to th;s report in November w1th 1971 72 expendlture data

’3F1na11y, through sett1ng out the current report1ng glfferenCes among'

. the” segments and citing present 11m1tatlons, :the report 1dent1f1es ff‘
" those .factors or problems thdt will have to be. overcome 1n future B

‘u‘“vconclu51ons. T _i»j“:;;..w

-reports before the: 1ntent of SCR 105 can'be rea11zed

L T

A"ﬂThe more 1mportant f1nd1ngs 'are 11sted below,_ w1th staff

-
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A W:Lth reSpect[ to segmental report:Lng procedures.

’ ‘1. -UC and CSUC report current operat:Lng expend:Ltures

o w:Lth:Ln the format of the ‘Program - Class:Lf:Lcat:Lon
" Structure developed by NCHEMS "at. WICHE. The:

Califormia" Commun:Lty Colleges : report eﬁyendltures .

© . within af object class:Lf:Lcat:Lon structure presented

. in the Califormia School Accounting Manual, which is -
also .used by the publ:Lc elementary and secondary

B schools. R S '.°:' -

2. The four-year segments do not report l:Lke act:Lv:Lt:Les'
' within ' like . cost: centers. The - var:Lat:Lons in .
expenditure - ass:Lgnments within the = Program
Class:LfJ.cat:Lon Structure are noted below. .'.. S

“a. ~ The’ Un:Lvers:Lty recharges d:z.rectly the ‘cost of -
* ' certain.support program activities to rec:Lp:Lent '
' f__cost centersr, wh:Lle the CSUC does not.w o '

. ) RIS S
« . b. .._'Certa:Ln d:Lscrete and llkE’ named activities are’
Lo ‘assigned to d:Lfferent programs ‘or. sub-programs i

o within- each segment. . That . is, instead of :
-reportJ.ng the expend:Lture of an act1v1ty under .

° ‘one’ sub-program, it is- d:Lstr:Lbuted over several
‘.-."programs and sub-programs for that segment. - '

c Def1n1t10ns of act:Lv:Lt:Les are not the same.
O "between the segments. o '

four support programs for a segment.

3. 'I.‘he segments are. not comparable in theif report:Lng of
s ";\_}.expendltures by sources of funds.  The" _greatest’
-f.varn.at:Lon among - segments relates to. those funds
'.',”_representlng Rembursements. . o
B. ’:,'»_"W:Lth respect to the allocat:Lon of support costs to the
ek prlmary Programs‘ A ) .

"l." e uses ‘the recurs:Lve allocat:Lon techn:Lque, wh:Lle
CSUC and CCC use the d:Lrect\llocat:Lon procedure. ‘

P

A-2 —% o

T e i
el S RN TR T

R S Expendltures related to certa:Ln act1v1t1es,
. - v although: reported in the’ Governor s. Budget, .are o
~not included within any of the three pr:Lmary Orn e
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S 2. CCC and CSUC allocated all support expendxtures to
4700 - 7 the Instruetion - Program, ‘while UC allocated a
s i . proportionate 'share 'to. the Instruct1on, 0rgan1zed
’;Research and Pub11c Serv1ce Programs.~ CLoen

R "l'he Un1vers1ty éf Cal1forn1a was the«only segment
I that’ prorated expend1tures ass1gned to Instruction to

i:7.:.7. - those ‘sub~programs of’ Instruct:Lon othér than ‘General = -
. ¢ Academic. (1 ey Spec1al : _on (For
SRR :Cred:.t)) \

'

EERURE .'3-W1th resPect !;.o the prorat1on of General Academlc '
' . Instruction - expeqd1ture5; among “the . d1fferentb student
3 (mstructmnal) levels, yis .allocated the" su program
7' General Academic by Level of Stydent, while the, CSUC made .
al’locat1ons by Level of Instruct10n.- RN . :

1.th respect to reported segmental output and act1v1ty RERI
‘ R measures, the two four-year segment& reported outpdit and- R
. “"y " activity measures in terms of.Weekly Student Contaf} Hours - f
""" (WSCH), = .Student Credit "Hours . :(SCH),, -and ..Full B
{:Equ1va1ent Students. (FIE), wh:.le the 1 >CC used. WSCH and
_"__-.Average Da11y Attendance (ADA) as measures AR _

PEEEN

,,-

‘ The date for the annual Councll report Pto the* Leg1s1ature
e should be" changed from June 30 to -November 30 in order to .-
_match the’ purposes - of -SCR 105 with the act1va.t1es ‘and.
1nformat10n needs requ1red for segmental budgetary
eparatmn. S e

In’ future reports a un1form bas1s for un1t-cost analyses
among the. segments will: necess1tate the follow1ng changes Y
‘ ‘_1n the- report1ng of segmental expend1tures \ A

. _.‘ l-"; o ;Exgendztures and measures of 1nstruct1ona1 output and v
_cactivities' need to be reported in terms .of both the
T ‘;Level of Student and Level of Instruct:,on ’ el

. w;” o

v"_;,Agreement needs to be reached respect1ng the »
ass1gmnent of activity. expend1tures .to programs 1n
- ,the NCHEMS Program Class1£1cat1on Structure

e 3. Agreement needs. to be reached on 4. common- method
i . (through - the use " of an - equlvalent allocat1on SRR
e «parameter) for- proratmg support costs to pnmary ' S

“.pro rams. o ‘ -
, ‘p g : : f""". D
| o SRR el . 2
) PR .
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Agreement needs td be geached w1th respect to. the " -‘

: actlgltles to ‘be ass:.gned specifically and un1que1y
‘to ‘the three pr1mary programs and the four support .

-programs . ,_‘ o

Agreement needs to: be reached w:.th respect to the
def1n|.t10n of a FTE student. :

Agreement needs tp ~be reached w:.th respect to the
" method for pr.'orat1ng the costs of General" Academ1c

'Instruct1on, Océupat.tonaI/Vocat:.onal Instructlon,

-"Special . Session Instructlon,_and Extension (For

Cred1t) to LeVeI of Student and Level of Instructlon. :

Agreement needs %o - be reached w:.th respect to a
jon. “interim procedure for the. assxgnment of

p' OJect on F@culty Act1V1ty Analys:.s 1s completed

>

“fa€ulty and support persdnnel expehditures within the
- Ptogram Classification’ Structure until® the NCHEMS B

The Ca11forn1a Commun:.ty Coileges need to make an -

'effort in  their changeover to the NC}IEMS Program

Class:.flcat:.on Structure :to devise a method by’ which
‘the Instructlon sub-program of General %cademlc and
0ccupat1ona1/Vocatlona1 may be reported separately

Agreement needs to be reached on a more comparable

method for the freportlng of funding sources.

LR

;o-‘
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'-‘ APPENDIXUB

RE FINDINGS AND REcomiENDATIONS
R . OF THE: 1973 CCHE COST smmr

'I‘he more Mportant f1nd1ngs are’-»11sted below along W1th certam B
:_‘procedural and definitional changes. needed} to be'resolved in the . S
-:'ufeportlng of ° segmental expenditures " for . future reports " Thése :
- .changes w111 be resolved with-adyice from the Counc11 staff s Ad Hoc
.Comm:.ttee on Costs of Instructlon. B

: I’indlngs

s+ . ~The ' . of Callfo b1a and the Ca11forn1a State
. ,Umversﬁ:y a _d Colleg eport” current opetat1ng ,'
' ith format of the Ero ram

' 2 The four-year segments do not report 11ke act1v:.t1es
R ‘w1.th1n 11ke cost centers. The . var1at1ons in

ass:Lgnments i with.in ‘- the

"--Program S

ive: recharges d1rect1y the cost- of
! S port program ‘activities to rec1pa.ent
"'ntrs, wha.le the Ca11forn1a - State 3

. -ass1gned ‘to. d1f trent programs or sub-program
Cithin - each segment. " That 'is,: instead .of"
R report1ng ‘the expendlture ‘of"an’- act1V1t'y under
. one sub-program, At-is. d1str1buted over seVeral
'_;;,_,,programs and sub-programs fo' "hat segment

LT Def1n1t10ns of act1v1t1es are not the same :
A '»:.;‘between t'he segments ‘ P T
-',‘ «% o» e R st < L e ... Lo 1 ‘,
oA .__:Expendltures related to certa1n act1v;t1es, Lo
T althou?reported in the ‘Governor's Budget, are
ot in®Tuded within any of the ‘three pr1mary or:
four support programs for a segment BRI




The segménts are not compara};le in then' rep’ortlng of
expe,udltures by sources of .funds.. - 'I'he greatest s
3 '_ variation’ among segments re»lites to those funds _»._'_._-.-.

represent‘lng Re1mbursements. »__ -'._-: a,::.» - o
g o .0» - e : T g :
W:Lth respect».to 'the allocatlon of support costs to the ‘;.‘ =l

: v prlmaty programs ,’ '_:'-,'f." e Sy S R T L e \' o

f'_The °Un1ve‘i:srty o‘f Callfomla “hises the". recurs1ve

“allocatien: technlque, vdule- the Cgln.fornla St,ate
Unlversuty and Colleges anp:l ‘the . Ca11fornia Communlty
,"Colleges use the d1rect allocat‘lon procedure,

N
__-._r. .

r’o&ram Uni Ly C’allfornla accounts\for R
-‘-a_"ép‘rqaﬁmately 40 percent eral_. Campus

two .segmeats report over 95 pe'rcentA OF
. xpendltures charged in: thls max;nér.
L 2 B

,Instructlon expend1tures »among the di ferent‘Stude t
(Instrucx.lonal) ‘levels, the: Uxuvers:.ty a locat,.ed the suh-
program sGeneral. Academ1c py botk Level -of", Student anad- . '
Level of- Ins‘tructlon,, while ' the ° Cal:rforpla‘ State"
Un1vers1ty "and Colleges .made. allocat1ons by Level' of" R
Instruct:.on only.  The fUnlvers‘Ity used the <allocation - ‘-.--‘j .
p’arameten of - faculty' ‘and: °teach1ng ass1stants contadt: to ;' SERE
. .allocate costs. t@ythe different. levels, whereas .the <7, -~
~ Callfornla State. Un:.vers1ty -and. Colleges --al],ocat%on"
tech.n:Lque is based -upop” ‘the: product1on of Student ‘Credit - :
‘Hours by* Level of Iastructlon ~Both’ segmeuts use a. d_irect L ‘
“‘allocation techulque. S ERTR :,~ Ll e Tt
: '._. T . S B S P UL T SR |_f~ .
Wxth respect to reported segmentgl output and act1v1ty
measures, ‘the-two’ four-year segments reported output and
actﬁuty measures in terms of Weekly‘Student Contact Hours. -
- T(WSCH) , - Gtudent Cred:Lg Hours (SCH),  and . Full Time- l
ST . Eqplvalent Students (FTE), while -the °Ca11forn1a Commun:.ty
:,b'i._j'._;v' Colleges used WSCH and Average Dally Atten,dance (ADA) as_

v,

!

“t

:",,The ﬂ:ethods used' by nhe segme’nts ‘rn. acc@ulhmng .
"-,Student Contac; Hours: ‘at tffe G.radu;a’te leveI ate .0__“; o




-
2
kS

' __11".‘ .Expendltures and measures of. 1nstruct1ona1 output and
2 Agreement n\est to be reached 1n”"ﬁsivect %f

o 3. Agreement needs« to be reached on a common method

' 6 Agreement needs to be .reache& w1th resPect to the

D . Cradit) " to 'the Levels go.f{ Student and I.evels of ;

R .L.\'
The date for *the amual

" sho#ild be changed from June 30 to Novemher 1 in ordér to

© match the ,purposes “of SC@ 105 with the act1v1t1es and -

1nformamon ' needs ereg;.ure .for : segmental budgetary

preparatlon. e -o S, . g‘},i;l_

In ‘future reports, a unlform bas’is for- vﬁlt-cost Snalyses
-among the Segments. will necessitate the’ follow1ng changes

1n the report1ng of segmenta]. expend1tures.‘%,ﬁ: .

.

. activities need to. be’ ‘reportéd in .terms- of both the
. Level of Student and I.evel of Inst;ruct:ion. PR

e it .
»

. (through. the .use of ;an’; é’qu:walent allocat:Lon
-’parameter) for p;corat1ng support costs_ _;g?m-p*r;mary;
.’programSQ : ":"’ ".;"~’ C .

2 ‘

- “_'4, Agreement needs "to be reached w1th respec%to the W

SRR $V1t1es ‘to be. ass1gned spec1f1cally and um.quely
‘ _to the thrée- pr1mary p‘rograms and the four support
.-programs. E . e S Ty

. : - AN @w,-v o

5. :'Agreement needs to be. reachéﬂ with -respect to the'*

definition of a Full- T.1me-Equ1Va1ent ‘student and - also -

: - the methods used in accumul&t1ng Student Cred1t Hours
o ‘§nd Weekly Student Contact H@rs. s ,

,. . o N

method ‘for- prqrat1ng the . cost% of General. Aspdem1c
Instruct1on, '0ccupat1oﬁnaI/Vocat1ona1 -Instruction,
Spec1a1 Session. Instriiction, - and Extensmn (For

oy Instruct1on. LT e

Agreement needs to be r%ched w1th respect to a

-‘ D
[ >

faculty and’ support pers :_1 expend1tures w1th;m ,the“
Program Class1f1t:at1on Stxsggcture until. the NCHEMS .
~project on Faculth "-’Act1v1t§’ Analys1s s compl Y

Un1vers1ty of Ca11forn1a in ‘future reports, _as the

R 10

.w

K Yoy

c:.I report to the Leglslature "__: .'

&h%
ass:Lgnment act1v1ty expend1tures to’ programsu.n the R
S ;yCBEMS Program Class1frcat,;,on Structure. Vhw- 5 :"‘3-

Until -this. projeét is. ubleted +.however, . the’.'"'""




. 1o.;

-w

Cal1for@.a. Stavte Un:.yers:.ty and Colleges ‘ha's done’ for

thi§ ~ report, should - také into - cons1derat1on

~'var1at1ons +in average slar1es of » faculty when |
. allocat1ng expenditures tov-the d1fferent Levels of '
) Instruct1on and Student. : :

v e s

that are proposed or contemplated so that the unit-.

cost computat:.ons .are not understated by these S
_,amounts. I 8 0 v

The Cgl:.forn:.a Communlty Colleges need to. make ‘an

. effort in their changeover ‘to the NCHEMS. Program
Classification Structure to ‘devise a method. by wh1chv_'
" the: Instruction sub-programs of General Academic .and
'0ccupat1onal/Vocat1onal may be repor:ted separately.

Agreement needs to %)e reached on a more. comparable

S lape

‘method for the 'repoft1ng of fund:.ng sources.-

‘l'

. The: th1rd annual report under’ SCR 105 (Fehruary 1974) 1nd1cated
cons1derable progress had been made byithe UC and CSUC systems in .

:mplement'.:.ngz the fo
developed by NCHEMS

of . the ‘Program - Class1f1cat1on Structure
ever, the Commun1ty Colleges continued its

- 0ld " ‘accounting structure which . wis ‘not 'comparable. . The

“ Recommendations for Future Reports noted ‘that the‘Eud:.es_,had_gone as
_far. as possible im: detlerminidg- cosfs. of ins

ction due to

l1m1tatxons imposed by data currently available. It.set forth
several recommendat:.ons to the:: Comm1ss1on should ‘it decide to.
--continue the- ser1es. (See attached Sectlon v, Recommendat1ons “for

- Future Beports)
L K3

)

9 . P - .
- o o - N
o

&
(e
-

_ In, future reports, the segments should 1nclude w1th1n -
-v,.perosed expenditures any adJustments in salaries

[
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The future of thes,e ser1;s of %ual' reports w:.ll of" course, vbe'*f %
determ:.ned by the ‘Postsecondary: Educat:.on Comnu.ss:.on,‘wh:.ch will =~
assume the Council's funct:.ons -dnd operations on April 1, }97 R

. Within the: limitation “imposed by data currently ava1lab1e,

.’ current report has probabily gonge as ‘far as possible ‘in- det&rm:.

" comparable costs of’ 1nstruct10n among the three p‘hbl:.c segmen.ts o

~‘_"Ca11forn1a h1 educatlon., : . S
If more complete comparab111ty 1s-."«’q o be ach:.eved ref1nement? of ’the
current” reporting system ;ga.ll be’ ﬂnecessary "and w:.ll requn:e total

: ‘comm:.tment by the, segments-—a ‘commitmentethat can only be achleved if
" they are assured “that the resu1t1ng study will be of Penefit in their
> budgetary *deliberations. ' This  commitment. w:.ll be particularly

‘difficult, since the timing Of this. raeport‘ana §egmental development

of budgetary proposals=to 'the’ Departmentipf Finance coincide. - To

-date, this réport has been: given lowet. p;:stority by . the segments.;

Another ob§tac1e -ty segmentgl »commi tment " arises from some '

‘ dup11cat1on of effort by ,t&x ‘rtment of Finance in 1ts H:.gher

.- Education Budget Project,. whigh . is: directed. toward a budgetary

progedure for the acGuJ.SJ.t:.on of su!:port funds, :and by the Council, K

. - through this series of rep&)rts. The new Lommission should reconc:.le o
: these pro,]ects°.g N oL - SRR

As 1nd1cated ear11er %n. the report f the Commission decides to -

' str&ss segmentas commitmedt toward tHis. project, it will, benef1t not

Monly 3 budgetary&)rocess, -but/akso the Comm1ss1on in its

" 'responsibilities -for program review--part:.cularly when costs. can be .
de@erml&ned ftﬁ' suh@ect f1e‘g,ds and/or student maj ors. j K s

A

Some of the maJor areas of conern that ‘J.nh1b1t Iexpend:.ture
- comparablhfy am’Bng the segments were noted in Sect1on 11 and are
: r%pea%ed heﬂe fot emphas1s. o )
. 4 ' ‘ S ;
ERTREEEPIS % q1'1:1e account1ng and budgetary systems currently used by the
e ‘three segments 80 ot provide data that lend themselves. to}
R _4comparab111ty It is: hoped . that in ”gfuture reports
;comarabxllty will be improved as the segments beg:.n to
as31gn s:.m:.lar act:.v:.t:.ef'to the same programs. SIS '

e 24 ‘Segmental proced ves. -in’ the dlstrlbut;.onw of Support
Lo e Program ‘act:.v:.tq.es to the Primary Prograuis fare - presently
4 not comparaﬁble, as'was noted.in Section II. It will. be .
d1ff1cu1t .to achleve comparabl’e allocatlon ‘teehniques
: . 1 :

«
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March 11, 1980 -

_ j-""'ia' t5te of C’all‘o.. ia, ~mfer......=., lr'_tl"e -’;'e“":t:'t. which ez ate develops
uanes information on the. cost of instzuction.:

If you have exxstmq mformatnon whxch

) would provide enlxghtment on the: followmg, it would be helpfui if you could provide it
i to . ‘the” Netwark Office. -

" ?avaxlable; in orde 'to avox'

1

_ Exxstan information ‘is material already developed and
1mposmg a burden on you in reqponse to thlS request

Exxstxng lnformatxon whlch mdxcates if your: state presentl)l develops cost of
: 'nstructxon (cost per sl'udent) data ‘or publlc and/or mdependent i .st-tutlons.

o so, exxstmg mformati__n' whxch zr'dxcates how often the /o‘ata Is orepared. :

?_':Exxstmg lnformatlon whxch mdxcates if the. data are r:h‘fe"entlated by level
of student and/or level of instruction. - 7

Exxstmg mformatlon whlch mdlcates lf thp data are dlfferentxated by
- dxscxplxne and/or program

oy,

-

-.-'Exxstmg lnformat‘on whxch mdxcates it the data are employed m. -
[ERETE 7_';'"'.‘.'_;}":' .3 ..-budget analysxs and review . B

BN . b. 'program review :
e faculty staffxng formulae

_ d. tuxtlon and fees c‘etermlnatxon v R
.. 6). 'Exxstmg mformatxon whlch mdv‘at.s 1f the dan.a are employed by campuse.;,
.. the legxslature and/or the executive branch of govemment.

'Please aend any materxal or mformatxon whxch you mxght fave to the Network Qrflce :
- by -Mareh 30, 1980,.  Ali resonnses ‘Nlh be compiled. and a summary raoort will ge

-p .pruvided to respondents. I'naru< you very. much for your coooeratlon in prov;ghng__ any. Q‘@
- such mforr"«atlcn. . g T 3

. T vn.‘ .
oo s ‘

% PROJECT OF THE STATE me.—wa EDUCATION EXZEUT:

4'\--\. o 3

$73NSOAZD BY THE NATIONAL CENTER FOR ESUCATION

o e TR T
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APPENDIX F

‘

A SUI\MARY OF ACCOUNTING DIFFERENCES BE'IWEEN ’I'HE
UNIVERSITY OF CALIFORNIA AND THE CALIFORNIA S'EATE
IUNIVERSITY AND COLLEGES -




l_ . ; L .n', ) ..‘.J .;. ) - Appendix F ~ .‘ . ~ . | »~. -:. t.‘
‘ L - o A Summary of Acco'unt‘l'nq' Oiff_erenc_es.'_Between: the . . R ‘
: B e o . "University of California and the - - T '
S ..-California State University-and Colleces. s T

. (PROGRAM CLASSIFICATION SYSTEM FOR THE"PURPOSES ‘OF STATE auoéﬂnc)- :
oo Progrm U0 segmap 0 ot o
Classification . - (uc/esuc). : Funded Activities

T.Instruction © _Both . . A11. personnel “and’supplies involved-in ,
' Reayfar e . © - - formal instruction: fat:ulty,'teachivrig._‘ o
- " Health Sciences. uc Onlj ; assistants, instructional and suppott’staff,
*  Summey (Special) ’ Both e classroom and ‘Iaboratory.ﬂsupp]‘f,e.s.. R

- Session ‘ - - instructional equipment.. , -

‘Extension . . Both

. Research ' . Both - k .* Specific projects or'organized units - -
S R . S concerned: nrimarily with basic ‘research, -
e Public Service ) . .Both : ‘ . AAbpl.'ie;:l proorams outs'ide, the. i'-e'i_)ular *

L ' Co o - -curriculum which are designed for the’,%.

VR S R v~ 7 general public. . . o ¥

- ..

_ :Academic Suppert . - Both. - . Librariés.’audio-visuil.vser‘v'ices, ‘computing
IR - - : /f supoort, ‘and ancillary suoport (clinics,

. . . bureaus, centers, and institutes). - - -

" Teaching Hospitals

S UCoOnly . . HedMh services within. the five shospitals
L - owned by UC.. . P .
., - Student Services - . - . "Both- ' . -  QOfficas of admissions and records,: cul tural
RS SRR we . LS. L % and social activities, counseling and career
o . . guidance, - financial aid administration (CSUC),
Y S e o .- . studént health;services, supplemental: .
T S T : - - eduycational and learning services., -
Institutional Support . .Both.: - - Executive management, fiscal operations ;
o SR ST ".general administrative services; logistical -
o4 ‘services, commynity relations. oberation and.
- .maintenance of plant (CSUC). _

~

eRle 0 s e

Aruitoxt provided by Eic:



.‘E)‘It"-l"amu'l"al“Programs'_'f, S e On'ly s

Energy Res rch and

= » kS > b _.'
" ~ : DA ; . .., . . -
o University of Ca'iifornia and the .. - _ o
4 California State University and Col’leoes L e T
i ' :(PROGRAM CLASSIFICATION SYSTEM FOR THE PURPOSES OF STATE BUDGETING) /3 S
. ' . Lo g
v 2 Continued oL ST ~="df' :
. ‘ - B L
- Program . ‘Seqment. " . - . T
. Classification . {ucsesugy o - Funded Activities . L 2
"'Operation and uc onty! - Utilities and- refuse disnosal, Custodial
_.Maintenance of . U _ ' and grounds maintenance, structural and .
" Plant .- 5T s " equicment maintenance, n’lant admtnistration .
o . ' T Y : ...~ and fire denartments i T
S S " . . . : : :
-+ 'Student Financial Aid _UC.‘Onl_eyZ» S, Financial aiq supported by the student
S T e ‘Educational Fee, , e
DI : P : i""\.‘ 1. ::f - - T :-:‘ » ,’ l -4 ) . ’ ,.: . ‘ : b
.7 Auxiliary Enterprises ~ UC Only " . - - Noninstructional services orovided nrimari’ly o
Voo T s e T to students in return for specific charges - :
-~ : .. L (housino, parking, inter-coi]eoiate athietics, o
. ’ SRR _food services. etc.): , .
. ' Independent Qcerations ~ CSUC Onty = - AT aetivities that benefit students, faculty
N ' : . © % -+ and independent agencies, but not directiy
A .. . ... - related to educational obJectives.(coHeoe
- e B : - . undon, credit unions, bookstores, food ser\nces,
SR Ce e § foundations etc) : .
' \; Provisians for o Ui : ‘ v
" .- Allecation =~ UG onty o ,_.:‘Temporary accounts for Tumo ‘$um anorooriations
oot T T T wniep ultimately go: (1) from systemwide.
. e | . ..~ 3ccounts to ‘the -campuses, (2). from %amous -

:accounts’ to oPerating orograms (salary merit

' increasas -and -promotions, reclassifications, - |
-..price .increases, employee benefits, endowment
‘ incorre budoetary savinos, etc ) » e

Q. - R
"SP"“M"“U research oro:}ects under contract.

¢

:Sponsored and Qther . .
Restricted Activities

‘Developlipt v-“UE*o'rii'"jt‘fff- _Activities within the U.S. Enerdy Labératorfes.

’lThe CSUC includes this under "Institutional Suoport " ‘ - . . ;»' .

2The’ 'CSUC-includes this under "Student.Seryices." -
3These - ‘totals include ‘reductions mandatsd.in Sec tions. 27. 1 and 27.2 of the 1978 79

.. . -Budget, Act. These reductions are $15, 430 000 for the University of California,.and
- §14, 050 000 for the CaTifornia State University and Colleoes. - o

., SOURCE Governor S Budoet for 1979-30 (Sacramento, 9__78), L : -
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CLASSIFICATION STRUCTURE
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L ,Introduction - | -
I, ~
- %?t“ / )
| - v .

+ In January 1972, the National Center for Higher Education Management
Systems (NCHEMS) published: the first edition of the Program Classi-

N »ficatio_n‘S;ruct,(zge.‘._It represented the culmination of more than two years

~ of effort in which representatives of all sectors of. higher education worked ‘
to develop a programmatic fraimework for looking at higher-education -,
activities. The first edition of the Program’ Classification Structute (PCS) .. -
‘was something of a’ landmark in }iighgr-e_dt_xcatio_n planning and manage:

.- ment, in that it served as both a'common ianguage and as a starting point
.- for “program-oriented” planning and- management. Program-oriented
planning and management facuses attention on the objectives being served

. in carrying out an activity. or expending resources. (By contrast,” organi-

 zation-unit-based planning focuses on the unit itself rather than the pur- .

. poses for-which the unit operates.) Such an-objective-based planning and . _
management focus is particularly important in postsecondary education, .. .
where institutions exist to attain objectives related to instruction, research, - R

“and ‘public service. Therefore, _postsecondary education has.’ made :
increased use of such techniques as program plarining; program budget- ©

ing, and program evaluation. Since its introduction, the: PCS has been ' -
‘either adopted directly. or adapted for specific purposes by hundreds of

. higher-education institutions, by’many state-level planning-agencies, by
most federal-level educational-planning agencies, and by institutions in

several foreign countries. 3 ~

‘*Warren W. Gulko. Pragrap’ifi.(:l.a.r.nfiz'btlbn Structure, NCHEMS Technical- Report 27
(Boulder. Colo.: Western lriterstatctori{p‘ﬁssion for. Higher Education. 1972), i
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WHA’I‘ IS 'I‘H@ Pcs> s

The Program C fzcauon Structure i 1s a'set of categories and related defi- .
" nitions which al lows its users to exam.me the’ optratidas of a poscsec0ndary j
- ‘education insti
. “tution’s objectiv
mformanon in a hierarchical dxsagg'regauon of programs, in whicha* ‘pro-
gram"” is defined as an aggregation of activities servirg a common set of
: objectives. The PGS suggests that nine major programs are carried out by °
pos'tseeoqda'ry-ed cation institutions in pursuu of :hexr ObjCCthCS (see

figure 1): * :

.- 1.0 Instructio
. 2.0 Research | . - L
3.0 Pubthe '_ce . , -
4.0 Academxcs pport - Q,
5.0 Student Services Vi V4

" 6.0 Institutiona Admxmstranon
- 7.0 Physical PlalSptOpemuons e
"*. = 8.0 Student Fmaégga}Support -
90 Independent per:mons - S

. ' . N R R v . ™ A

_ The mfonnauon that amay be comumépd through the use of the PCS

; format includes mformar\wn about the organization's personnel facilities,
. activities, and so forth: The ass:gnmen: of activities to the various cate-

]

tion as they relaté to the accomplishment of ‘that insti-
. Specifically, tﬁe PCS is a logical framework for arraymg\ .

gories. within the PCS sho 4 be based on éither the przmary intent or the "

* actual'intent of the progr m element. The first edition of the PCS snpu-'_"-..-f_."
" lated that the assxgnment f activities and resources to categones-shOuld be"_' '

. made on the basis of “primfry intent” (i.e., the basic purpose or primary
.. reason for carrvmg out ‘the activity). Thxs cntenon suggests that if an
- activity Supporls mulnple. objectives, the pnmary ObJCCthC should be iden- -

tified and the acnvuy classified accordmgly ‘However: a more. exact pro- o
_ - gram-classific ication. procedure ‘would- use the criterion_ of * ‘actual intent.”
“This cntenon requxres ‘that when mulnple objectives are supported by the
.-;.v__'.same acnvny :the - classification . procedure ‘should . allogate the _activity
- ‘appropriately among all of the actual ObJCCthCS served by the activity. The'.

~* 'second edition of the’ Progra Classification Structure tecogmzps either "+

- criterion as appropriate for the classification of v;nes and resources.. In,‘ :

one sense, the use of “actual m&ent represems a more refined and concise

picture of the. programmanc u 1hzanon of resources,. but euher cmenom .

will result in program information. . - .

" The lowest level at which activities and resources are class:f' ed in :hls '

edition of the PCS is by type of a tivity. This is a- departure from'the first
edition. in which the classification) scheme was’ dwaggregated in the follow-

- mgmanner ' - 1
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_ .In the second edid]
. provided:

- . ;, ‘ v . L subpmgrams . _~'-_H.V‘..‘. . 0....‘* i, A

w . . 4y

. . 'rypaofAcuvuy,

j- ‘In_this revised scheme the. subprogram is the: léwest level f dxsaggre
gation that shows how the activities are related to objednves The “type-of-
- activity” ca:egow while serving as‘a further disaggregation of infor-
+  mation. represents a somewhat different dimension of information within -
*~ the PCS and is not hecessarily unique to a paxgxcul\ r subprogram, One .
o type of acdvity, in fact, may beﬁmed out within more than one subpro-
_ . gram. “Retail services and concessions,” for example\ may be conducted
¢ . both for the faculzy and: sta.ff (thereby.conmbu:mg to the, ob_lecnves of the L e
. Institudonal Admmxstranon program) and for the~students (thereby con- .~ - B
; :nbuung to.the Student Semces prog-ram) e :

WHATIS‘I’HEROLEOFTHEPGSIN SR
- PLANNING AND WIANAGEMEN‘T S

o The Program Classzﬁcatwn Structure has been desxgned\te‘allow its users
 ta relate information about resources and : activities to :he achievement of
: msumnonal objecnves This is' accomplished by classxfymg information
o withjn a'set of PCS categories that have been designed to eflect the kinds |
o of programs :hat postsecondary msutunons can-y out to accomphsh their

’ objecuves -

A I
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‘e astart ng ‘point for programmauc planning and’ management
_ "® a common language and framework for descnbmg acuvmes in”
-postsecondaryeducauon \ , R :

Vv

' Frax;iework for Dam Analysu VIost data formats are data specnfic in
that they are desxgned to serve the unique characteristics, of one pamcular
type of information (for example personnel data, financial dara); there-

..

fore they have-limited utility .for analyses | that. require the/integtation of =

several dxfferent kmds of data. The PCS helps tb overcomk this limitation.
In a cost analysrs forexamp1e information’ ‘abeut people inances. facili- -

- Hes,’ time, and so forth, must be mtegrated but these data cannot be: V'

- linked unless there is.a smgle data framework that acc0mmodates all of .

' them By. focusing: on programs ‘the PCS provrdes the analySt mth a for- - . "

‘mat for conducting such an-analysis:.

The-role the’PCS plays in analysxs m as follows L. e a‘ .

Qperanonal Y Crossover || Program-oriented -
. Daa | —p | Mapping |ems -'»I_)ata'Str'ucturu,
: Structum ' |, Procedures | | (PCS)

—DataCollecuon{ —Analyuc?rocedugu—- —Data Analysrs—— o

- This dxag-ram points out’ that by defiﬁ’)txon analyucal data  and op
erattonal daca’are different.. Operattonal data are collected on'an ongoing

basxs for the mstxtuuon‘s operatlons (suc‘h as the accountmg systemor a

. activity analxgis_c'

- operauonal dat

R

~ student- data’ system) and ; are -usually. classified- in categones that relate'
dxrectly 10 orgamzauonal umts within the insticution. Analyncal data (of
data represerlt ‘one kmd) usually are obtainied
rocedures (such as crossover or- mappmg pro-
on the operauonal data For example a facultv~

resources't used in-

lytxcally derived _

1ould: be,vrewed pnmanly asa format for.the dlsplav

“-of - program dat ]

procedures _
Starting Point’ for Progra “Plannmg The programmatie focus bmlt'

-.into the PCS also has made-it an important starting point (or protOtypxcal

mOdCl) for PrOg'l;am planmhg. program budgeting, and other types.of
- objective- onertt .planmng and mariagement in pOstsecondary educauon

tba,t ‘are obtamed through the use’ of analytrcalv o
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Aruitoxt provided by Eic:

cnterpnse charaCtenZed by llmlted rcsourccs Informatxon formatted

“around the kinds of programs the institution is cagrying out mlght encour-
- "age.the user to look at s@veral : aspects. of those programs--its organization,
. its perforrnance its growth or declin®: and its future prospects. Further-

more; since pfograms often cut across organlzatxonal lines, for example.

the process of classifying ‘an institution's operatiqnal ‘records in the PCS
“format usually requires some %ort of program analysis. This process. -
. generally referred toas. the’ “crossover process.” often results in as much .

valuble inforfation as does the subsequent ah\1ysxs of the data.
Common Lang‘uage and meework Closely. relatﬁg to'the’ program-
matic nature "of the PCS i is- the- fact that it provides a €ommon danguage

“and a comprehenswe and compatlble framework for postsecondary edu-
" cation, Since the PCS focuses on programs (which are. in turn. related to
" objectives), it can bé used .as‘a framework for data from multiple insti-
tutions regardless of differences’in thelr organizational structures. "The de- .
tailed . definitions associated thh each t.‘ategorv also make it a.useful tool .
" for ensuring the 1 more compatxble collection of. lnformatlon T,herse?ore the _
PCS is often used'i in the collection of data from multiple institutions as well .~
‘as m compansons of dara across mstltutlonal boundancs :

-~ . . . . .
-~ v T«

WHY WAS THE PCS REVISED’

It is safe to say that tho-ﬁrst edxtlon of the PCS and the structure it de

scribed reflected the realities of plannlng and management in 1972. While -
- the o?ngtnal PCS was a good approximation of a programmanc frame-
“work. it was not a conceptially consistent program structure since its

developers were forced to make cértain compromises in the,interests of -
‘feasibility... acceptability, and the state-of-the-art in higHer-education .

ylannlng and managerient at that tjme. However, that state-of-the- -art has
“improved and both the level of acceptablllty and the understandxng of

g "S’T nondcgfee and broad subject arcas) are Uscd in dCf mng SUbP"°"
gra 5 within Instruction. . * . - - » '

‘A sec ridt equallv lrnportant ratlonale for revising the PCS is that the

: .hlgher ‘edu¢ation enterpnsc also has changed markedly in the paSt five.

vears. Pl{n'n;ers and managers today deal with educational prograrns in the

‘moré limited ‘idea- ‘collegIate higher education. Therefore. the second

l;‘i'

3

o program-oriented planmng and management have ch:mgcd sxgmfcant.ly' i

~ singe 1972. Therefore. itis important that the PCS reflect- thosechangcs A
- prime example of how. the PCS has been changed to reflect 4 more con-. -.

sistent program structure can be seen in the revised Instruction subpro- o

. grams.. -The qngmal subprograms used a vanety of different. classnfcatxon

A "_‘criterla rangxng from dxfferenccs in the suchct matter o dxfferenccs |n
2

-broad contéxt of ~posts¢condarv education. one that goes well beyond the o

- edition of the PCS has been dcsngned to accommodate thesc broader needs -
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e '/by. including more dctai‘led__f'categoﬁcs for nondegres ihstruct_ipnél'offer-f

. ings, by outlining a set of categories for different kindgof i tructional de-
" livery mechanisms, -and;by'~_-fecdgﬂi‘zing' such activitiesyas™ the sales -« %

opetations of proprietary schools, 7. e DI
A third change in the PCS was made because the multileveled structure
in the first edifion was found to be too detailed for;the actuat collection
and use of data., Therefore, the structure recommended ‘in the second
‘edition inicludes only two levels of di_Saggrcgationv(prﬁgram:arid subpro- .
- gram) with “types-of-activity” categories provided. if additional detail is
needed. . : S A -
- Finally, while thdconcept of “primary intene” has always served as a use-
~ *ful guide irf the classification of activities and resources in-the PCS, many < -
users felt that the precision afforded them by using “actual intent” should
@ also be available as a classification rule. ‘Therefore, the second edition .
.. allows either primary intent or‘acrual intent to'serve as the classification’
- ) ._‘ guideﬁne. .. ) \. . .:_ :-A :A . o . ' -:,\ L -A - .
. Aswas the case in the development of the first edition of the PCS, an ex-".
tensive, effort involving persons throughout postsecondary education. was
cdrried out to determine what revisions: were need_gd and how they could -
© best be implergented. In many ways, the effort-'to revise the PCS has
- formally involved even more organizations than took part in the develop-
- ment of the oif_igina‘lAPCS.,The‘ Association of Atngricah Medicél'Colﬁges. .
for example, worked with the NCHEMS staff for more .than a.year to
© . develop definitions and categories for medical-care activities. The-
Coalition of Adult Education Organizations (a. coalition representing 15
different adulg/continuing education associations) appointedfa task force
. .that spent almost a year expanding the classification schegne within the In-" -
. “Neruction, program to serve adult/continding ¢ducation needs. Input from
- “such organizations as«the American. Association of Collegé Registrars and ",
_ Admissions Qfficers, th® Association for Educational Commuriications and = -
- Technology, and the National Collegiate Athletic Association was solicited
. -and used extensively in developing the revised: PCS categories and defi-
- nitions.; A discussion of the changes that have been ihc_oxyorate_d into the * . .
- second edition of thePCSiis included as appendix E:- s T
~,- - . While the revised, PCS is essantially the same. framework as the ‘one set’
" forth in the original, it is hoped that'the revised structure, the additional
‘ "cézgoﬁﬁ. and the more detailed definitions will béteer serve toddy's edu-
" cadonal planners and managers. Itis récognized that postsecondary edu-
", cation’ will continue.to ¢volve as' will the state f-the-art in educational . -
 planning gnd:mhnag'gmenz._Thy‘ edition of the Program Classification
Structure reflects an attempt to ihcorporate the changed ‘nature of the "
postsecondary-education entity, the existing state-of-the-art in educational
planning ‘and management, . and the attitudes and needs of the prac- -

t

. titioners, in 1978 and for the foreseeable future.
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