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ABSTRACT

In recent years, a serlies of management fads has arisen In higher education.
These fads have usually |) been borrowed from another problem situation without
being fully adapted to the new situation; 2) been applied wlithout careful
cons ideration of thelir uses and [imitations; 3) depended on the rational model
of decisionmaking; 4) been overly complex or deceptively simple; and 5)
depended on the use of jargon. This paper examines two fads--program budgeting
and costing—and a potential fad, strategic planning, explaining why they are
considered fads In spite of their real and Important uses and basic
intellectual rigor. Specific suggestions are provlided about how to take best

advantage of the strengths these tools offer, without risking some Ilabllities

that seem to accompany a fad.




I NTRODUCTION

Higher education, as an enterprise, Is one of the most complex undertaklings of
soclety. It has several Important roies (instruction, research, and public
service) that soclety and the economy are heavily dependent upon. Higher
education Is nelther totally of the market sector nor totaliy of the publlic
sector; rather the consumers (students) pay some portion of the price with the
remalnder coming from many different sources. Very llttie definitive knowliedge
exlsts about the outcomes of higher education and there Is even less knowledge
about the mechanism by which these outcomes are produced. Ail of these factors
make higher educatlion an extremely difflicult and palinful enterprise to manage.
Further, It has only been In recent years that there Is anything approaching
consensus that higher educatlon should be managed. Many of the mores of the
academic community (e.g., colleglality, *enure) are inconsistent with the
centrallzed control and "product Iine" decisions that are a part of

business-style management.

Management of higher educatlion, however, does become an !ncreasingly attractive
option as difficulties accumuiate. Enroliments wiil aimost certainly begin to
fall, revenues are belng constricted, inflation Is rampant, student and soclal
Iinterests are changing much faster than Institutional capabliities, the
demographic characteristics of students are changling, the knowledge and

technology base Is expanding raplidly and the Instlitutlion's physical capital Is

doter lorating. All of these factors, Individually and In combination, create
severe stresses on +he Institution as an organization and on the leaders of
higher education who must make decisions on these Issues. Management
techniques can, in some cases, provide a way for educatlional leadership to cope

vlth the stress Induced by changes in the already compliex setting of higher
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education and to Integrate the responses to different stresses. They cannot,
however, act as a substitute for substantive leadership. Unfortunately, In 2
number of cases higher-education administrators (and many others) have selzed
on a particular technique as the answer to their problems and converted what

may be a perfectly valld and useful management technique into a management fad.

Several possible operational definitions of a management fad Immediately come

to mind such as "anything | don't ilke," or "anything advertised In the
Chronicle for $295 for a two-day seminar," but In the Interest of rigor we will

use a more concrete definltion. Webster's deflnes a fad as "a practice or

interest follcwed for a time with exaggerated zeal." This deflnition focuses

on the two key elements of a fad—perlodicity and zeal. Management fads In
higher education show a characteristic I1fe cycie. They are derived from
another setting where they have been used for some time. After a siow take off
perlod, the management fad spreads rapidly through higher education to the
point where a signiflcant number of instifutions have adopted (or at least
clalm to) the technique. Following this stage comes the inevitable
disiliusionment and the withering away of the fad. Sometimes the fad
completely dlsappears wlithout any impact on the declisionmakling process. in
other cases, the bureaucratic form of the management fad will remaln while the
substance disappears (or never exists). Eventually, too, the form wiil fade

I Ike the Cheshlire cat, leaving behind only Its mocking grin. The zeal of the
promoters of management fads Is also evident. For exampie, Jimmy Carter stated
flatiy "zero-base budgeting has proved Its vaiue (Carter 1977)." The Immense
amount of bureaucratlic effort that has been devoted to other management

technliques also testifies to this zeal.




Neither zeal nor periodiclity, however, Is an Inherentiy negative
characteristic, despite the pejorative tone of the word fad. To determine the
appropriateness ot that tone in connectlon with higher-education management
innovations, we need to consider their Ilkely effects on Institutions and on
managers. Management Innovatlions are uniikely to cause disaster In
institutions. Colleges and universities tend to have a great deal of lInertia
In the system based on fraditions, hablts, and the general soclal feeiing that
they perform a worthy function. Furthermore, elaborate checks and balances
among those who feel 2 vested interest In the enterprise--students, faculty,
leglisiators, board members, and adminlstrators--prevent the institution from
moving too far, too fast. Management innovations which catch on In many
settings do so because they have some apparent value, and it is not
unreasonablie to suppose that some long-term beneflicial effects appear in
people's ways of thinklng about what they are doing and In the institutions's

ways of collecting and analyzing information.

Among managers, recent fads have tended to Increase the number and signiflcance
of roles played by nonacademic analysts. This suggests an increasing need for
communication between analysts and academics—-—-2a need which has probably been
met with varylng success. [t may well be that the turnover rate of
administrators |Is slightly higher than that of management fads. That Is, by
the time a fad has run its course and disillusionment might be expected to set
in, those who participated In It have assumed new responsibilities. We may
never Institutionalize what we have learned—both pro and con—about the
innovation itself or about the risks and beneflts of adopting exclting

innovatlions for a short period of time.




We do not, therefore, claim that management fads are anathema, that they are to

be avolded. We do beileve that management innovation and the management of

higher education are i11-understood and that they merit more objective and
insightful attentlion than they have often recelved in the past. in the
meanwhlle, administrators who glve such attention when they consider adopting a
management Innovation may spare themselves and their institutions from

unnecessary turmoll.

Characteristics of Fads

We have ldentifled a number of speclific tralts of management Innovations which
we belleve contribute to thelr becoming fads. We will use these
characteristics in analyzing several exampies, and we suggest that they can be

used prospectively by administrators, as well as retrospectively.

Fads will exhibit most or all of the foliowing characteristics: 1) they are
borrowed from another problem setting without being fully adapted to the
inherent needs of the new problem; 2) they are applied without careful

cons ideration of their uses and Iimitations; 3) they are compiex for the sake
of complexity or, on occasion, deceptively simple; 4) they rely heavily on the
use of Jargon; and 5) they depend, In one way or another, on an attempt to use
the rational model of declisionmaking (probliem—# vaiues—# alternatives—
maxImizing cholce—¥ Impiementation—# results—# feedback). There seem to
be two types of management fads that exhiblt this last characteristic In
different ways. One type of managemei.“ fad (e.g., program budgeting) Is
conceptual In nature and takes a comprehensive worid view. This type of fad Is
an attempt to Implement the ratlional model fully. The second type of fad
(e.g., costing) Is technical In nature and developed from an attempt to derive

information necessary to operate the rational model. In this case, however,
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the means become the end——a narrow segment of a rational-model approach takes

over the entire decisionmaking process,

The first four fad characteristics we have listed obviously contain within them
the seeds of fallure for the fad—they identify limitations of a management
technique which eventually cause managers to lose their enthusiasm for it and
move on to other things. The fifth, orientatlion toward the rational model of
decisionmaking, may require a word of explanation. This orientation is a major
factor in fad popularity: managers' normative behaylor Is rational, for many
reassons. Our Western culture tends to value reason, as defined by formal
logic. Academics are especially dedicated to the norms of sclentific inqulry
and Intellectual rigor. Confiict and the use of set routines, two of the most
obvious alternatives to rationality, are generally felt to be unpleasant and/or

inappropriate,

The reason we assert that the ratlonal orientatlion also Is a |Imitation for a
management technique is not that rationality Is Inherently wrong for
higher-education institutions. Rather, it is so appeal Ing and "sel f-evidently
right" that It Is susceptible to appllication (a) when the problem is not
conduclve to ratlonal solutton, or (b) when formai ratlonallty is only one of
several factors requlred to solve the problem. Other factors whlch may be
entirely or additionally required to solve the problem Include attention to the
demands or expectations of powerful interest groups which may be using the
problem to seek solutlons to seemingly unrelated tangential problems. The
indlviduals who will be affected by a solution, or on whom the organization may

have to depend to Implement the solution, may block It unless their

declsionmaking expectations are met. The organization may rationally identify

a solution which It does not actually have the capacity to implement. For




-easons such as these, the ratlonal model often Insplres more confldence than

Is Justiflable——especlally when, as In a "canned" management technique, the

model Is construed |lterally and narrowly.

In this paper, we wll| examine three management technlques that we conslider to
be fads or to have the potentlal to become fads. Two of these--program
budgeting and strateglic planning (a potentlal fad)--are of the conceptual type
while one--costing—Is of the technlcal type. In each case, we will examlne
the origlin and characteristics of the technique In order to determine whether
It Indeed flts our definltion of a management fad. In addition, we will
describe why the techniques became popular. In this way, we expect to be able

to draw concluslons that will prove of some use to the practicing adminlstrator

In higher educatlon.

PROGRAM BUDGETING (PPBS)

Program budgeting, a system whereby the organization's programs or outputs,
rather than Its subunlts, are allocated resources Is most often Identifled with
PPBS=~-Planning-Programming-Budgeting-Systems. The component terms of that

title are deflned as follows:

Planning—selecting long-range obJectives, conducting systematlc analysls
of varlous courses of actlen In terms of relative costs and beneflts.
Programmling—declding speélflc courses of actlon to carry out planning
declslons (sets of actlons may or may not colnclde wlth organlzational

boundarles), and

Budgeting——translating planning and programming declslons Into speclfic

financlial plans (General Accounting Offlce 1968, 10-11, 47-48, 53).




PPBS hed Its roots In the late 1950s 8nd early 1960s with research at the Rand
Corporation dealing with milltery spending by the U.S. government, (For more
complete background on PPBS, see Schick 1971, Carruthers and Orwig 1979.)
Secretary of Defense McNamara and his comptroller, Charles Hltch, Implemented
PPBS In the Department In 1962 (see Hltch 1966), and In 1965, President Johnson
Issued an Executlive Order requiring all feders! agencles to adopt the spprosch.
Willlams® 1966 publicetion was spperently the first publlcation on PPBS
expliclitly for use In higher education. Adoption of PPBS In public
Institutions of higher education seems 1O have been Initiated by the states
(Thompson 1971, p. 684). By 196G over half the states were consldering or
trying PPBS; however, only one or two were using It fully--most used only &

plece or two (Schlick 1971),

Years of conceptual development targeted speciflically at defense sppllcations
preceded the use of PPBS In the Department of Defense. This was not the case
tor higher-educstlon sppllications, as far as we can tell--although the need to
reshape the tool for dlfferent condltlions and environments has been asserted
(Gross 1969). By 1968 the Ford Foundatlon In the United States and OECD In
Europe were supporting projects to apply PPBS to higher-education Instltutlons.
The Natlonal Center for Higher Educatlon Management Systems, founded at about
the same time, spent Its flrst flve years preparing analytical and plaenning

models and dats management tools to support PPBS &nd simllar approaches,

The emphaslis In higher education has been on such appllication tools, without

prelIminary conceptual development or subsequent evaluation. Three exceptlons
which dld seek to evaluate PPBS Implementation In higher education are Glenny
(1976) at the state level, Balderston and Weathersby (1972) at the Unlverslty

of Callfornla, and Benacerraf, Bowen, Davis, Lewls, Morse, and Schafer (1972)




at Princeton. Ko pure applications of PPBS have been reported In the

higher-education llterature, which suggests that PPBS was modified wherever 1t
was attempted. (For critiques of PPBS, see Schick 1971, Balderston and

Weathersby 1972, Merewitz and Sosnick 1971, and Wlldavsky 1966 snd 1969.)

Is PPBS & Management Fad?

As 1ts hlstory Indlcates, PPBS was sdopted by higher education soon sfter Its
tirst uses In government settings. Hecsuse |t was adopted so qulckly, two
processes occurred concurrently, which might better have occurred sequentially:
{1) development of the PPBS concept with speciflc reference to the needs ot
higher-education Institutlons, and (2) Implementation of PPBS In those
Instltutions. Apparently each Instltution adeptad the concept marglinally as
1ts Implemontation problems arose. W®e have found no research, elther
fundamentsl or evaluative, on the general spplicebllity of PPBS to higher
educstlon. We conclude that It was borrowed from snother setting wlthout full

adaptation.

Consistent with our criterls for a fad, PPBS was slso applied wlthout careful
consideration of l¥s uses and limltations. Several features ot the
higher-educatlon enterprlse suggest that PPBS, whilse 1t might be useful, had
certaln lnherent [Imltations In that setting. WIth the lack of research and
conceptual development cn the subject, these teatures were not adequately

attended to.

Flrst, higher educatlon ls notorlously unable to specify the nature of Its
outputs, much less to measure them tor cost-beneflt (or even
cost-effectiveness) calculations which underlle the utlllty of PPBS,
Therefore, It |s not possible In that setting to plan and select courses of
actlon based on thelr relative cost-beneflt ratlos as requlred by PPBS.
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Second, the professionalization of higher education--that Is, the heavy
rel lance on professional staff who tend to have both normatlive expectations
about thelr roles and effective veto power over many management decislion

sttempts—made it difflicuit to achleve the degree of centrallzed decisionmaking

that full use of PPBS requires. This Is especlally true In the case of
academic program dezlislons, in which the faculty expect to have a major role.
Third, the program orlentation of PPBS does not fit well with higher-education
organizational or accounting structures. Therefore, authorlty and
accountabllilty could well become so compiex that management of the Instlitution
can be impeded, rather than improved, In the attempt to use PP8S. Fourth, PPBS
focuses on what will be done, not on how to do it (Pyhrr 1973). Since higher
education is a mature, labor-intensive industry, what It does Is often not
susceptible to change In any major or short-term sense. Finally, the goals of
higher-education Institutions are often muitipie and conflicting. institutions
are often more productive If they biur, rather than highlight, their goais.

PPBS seeks Instead to make the inctitution's direction and tradeoffs explicit.

PPBS did, however, have potentiaily useful contributions to make, and they may
have survived In some applications as "a positive residue of thought and
action" (Harvey 1977). Where pians and budgets were decoupled, PPBS could
contribute to Iinking them--an Important function, |f budgets are seer as major
tools for implementing plans. Where programs were funded without attention to
(a) the results they were capable of producing, or (b) thelr long-term cost

imptications, PPBS could contribute consideration of these Important features.

As a fad, PPBS was also compiex for the sake of complexity, and It was
deceptively simpie. Much of the quantitative analysis which Is feasibie for

weapons systems s Iinfeasibie In academic matters, due largely to

19
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characteristics of the higher-education enterprise ilsted above. The more
analysts tried to be realistic In refiecting reaiity, the more complex were
thelr formulations—and the more they had to rely on soft estimates and
debatable assumptions. Another source of complexity was the need to create and
work with a new structure, based on programs, which was not the same as the
organizational structure. Even when the results were useful,
declslonmakers——perhaps especlialiy those who were not dlrectly connected with
an Instlitutlion, such as leglsiators——had apparent tendenclies to place too much
falth in quantitative results, simply because they were compiex and
quantitative. On the other hand, the stralghtforward step-by-step description
of PPBS made It appear deceptively simple: "ail you have to do" Is calculate
costs and benefits, and allocate resources to the programs with the most

favorable ratios.

Terms such as cost, beneflt, and program, while they have real benef It and
utiilty In themseives, degenerated Into Jargon in the context of PPBS in higher
education. They did so because they were used as If they had deflinitive and
common | y-understood meanings when they dld not. What |Is the cost of
departmental research? What is the benef it of a program in human blology? Is
English a program? Despite many efforts in the past decade to understand such

concepts as they pertaln to higher education, they remalned elusive.

More than any other fad we consider here, PPBS fully Illustrates specific
applicaton of the rational model. it focuses on a particular probiem,
aliocation of limited resources. Its value premise Is the exlstence of known,
a priorl objectives. PPBS explicltiy requires ldentlification of siternative
courses of actlon to achleve the objectives. |t asks for cost-beneflit or

cost-effectiveness calculations to determine the reiative value of alternatlives

12
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and thereby to determine which aiternative is chosen by a maximizing decision
rule. it iinks planning with the impiementation of pians through the budget
f.action, assuming that such impiementation wiil have the intended resuits. it
provides feedback for future anaiyses and decisions. [in short, PPBS is a

manifestation of the generic rationai modei. Why Is this a probiem?

For one thing, the emphasis on maximizing a cost-benefit ratio, with the
attendant pressure toward quantifying everything possibie, had distorting
consequences. The roie of Judgment in making declsions couid easiiy be
underemphasized: there Is the tendency to expialn-—or biame-—everything on the
numbers without examining the underiying principies and assumptions. Most
seriousiy missing In such circumstances is consideration of the educational
soundness of a decision, since that central feature of higher-education
decislons Is not quantifiabie. Furthermore, to the extent that
higher-education administrators have needed Increasingly compeliing arguments
in thelr attempts to sustain the high credibiiity and funding leveis they had
en jJoyed in the 1960s, quantitative anaiytic resuits have been useful in
enhancing such arguments. The tendency to overiook the need for judgment

increases with those pressures.

Another major drawback of PPBS which is reiated to its ratlonal model
orientation is inherent in the compieteness with which PPBS conforms to the
model. By attending to every stage of decisionmaking, from probiem formuiation
through feedback, and by doing so in a normative way, PPBS fosters the Illusion
that It can address capabiy all the factors inherent in achieving a desirabie
soiution. To succumb to that liiusion is to become susceptibie to faliure,
because each institution experiences a variety of arational factors which

differ across institutions and over time: poiitical pressures, staffing




weaknesses, and unpredictabie futures, for exampie. Such factors, which may

have serious Impiications for decisionmaking, are not addressed by PPBS modeis.

The Appeai of PPBS

PPBS caught on in higher education in an era of demands for accountabiiity and
of leveiling resources. Educators were being asked to conduct themseives in a
more "business-iike" way. Anaiytic resuits seemed to be more compeiiing
reasons for action, in the view of the constituents of higher education, than
were academic concerns. Constituents wanted to know what they were getting for
their Investment, and PPBS compiied by focusing new attention on results in

higher education.

COSTING

Costing has been defined in a wide variety of ways. Nevertheiess, no one has
improved on the 1923 formuiation of Maurice Ciark that "there are different
costs for different purposes." What this means Is that there is no single
right answer to the question "how much did this cost?" The answer depends on
the uses that wili be made of I+. An idea of the myriad possibilities for

calcuiating costs was gliven by Adams, Hankins, and Schroeder in 1978. They

pointed out that costs can be defined by:

1. Cost objectives-Input, output, activity, organizational unit

2. Cost Basis-historicai, projected, standard, inputed, repiacement
3. Cost Assignabiiity-direct, indirect, full

4, Cost Variabliity-fixed, variabie, semivariabie

5. Cost/Activity Reiationship-totai, average. marginai

6. Cost Determination Method-speciflic service, continuous service




7. Cost/Time Reiationship-time period, accrual or cash, deflated

Just using the flirst six categories, glves one 1080 ways to calculiate cost.

Others are possible and more can be imagined.

in spite of the wide variety of ways to look at cost, the overwhelming buik of
all costing work done In higher education until| very recently has been of one
type—~the caicuiation of average, historical, full, annual cost of outputs or
activities. The major costing systems that were Impiemented at numerous
campuses and state agenclies such as [EP, CAMPUS, RRPM, and SEARCH were all of
this type (or In the case of the last three were modeling tools using the same
basic costing technology). Therefore, our explianation of costing as a

management fad will be confined to costing of this type.

Costing as a technique largely grew out of appilications of Industrial cost
accounting to higher education and out of the budgeting and expenditure
allocation work of John Dale Russell, James Dol, and those assocliated wlth
them. The sarlilest reference to costing In higher education that can be found
Is Cooke In 1910, but the earllest signiflicant work occurred during the 1920s
and 1930s with Russell's work at Chicago. Although the theory of costlng Is
grounded In economics, there have been few attempts to use the techniques of
economics to determine costs for higher educatlion, and those attempts have been

recent.

The first major effort to caiculate higher-education costs came during the mid
1950s with the Callifornia and Western Conference (Big 10) Cost and Statistical
Study. This was a cooperative venture on the part of the University of
California and a number of the Big 10 schools to calculate and compare thelr

costs. The Importance of this study cannot be overestimated. it developed the
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basic technoiogy that Is stiil used for most higher-education costing; the
other costing systems that are in widespread use are largely derlvatives of the
California and Western Conference Study. In the years since, the use of cost
information to compare the performance of instlitutions and to prepare budgets

has greatly expanded, especially at the state level.

Is Costing a Management Fad?

in order to determine whether costing fits our definition of a management fad,
it Is necessary to compare the practice of costing with the specific criteria
we established for management fads. Before doing that, however, some comments
about the general definitions of a fad (periodicity and zeal) are necessary.
Costing Is certainly no short-iived phenomena. It has been wlth us for a
number of years and shows absolutely no sign of disappearing. Many persons are
becoming more cautious about the use of average, historical cost and are opting
for a much more flexible approach (See for example, NCHEMS/NACUBO Costing for
Pollcy Analysis, 1980). In this sense, costing does not fit the definition of
a fad. Costing has and continues to attract its share of zealots. If nothing
eise, the Immense amount of resources devoted to cost calculiation and the

imbalance between cost calcuiation and cost analysis demonstrate this.

To a certaln extent, costing was borrowed from another setting (industry) but
has been appliled for so long and with so much effort In higher education, that
costing can be said to be weil adapted to the higher-education setting. The
most serious remaining adaptation problem Is not the appiication of an
industrial technique to higher education, but rather the appiication of 2
manufacturing Industry technique to a service industry, in particular a service
industry without a known or standardized production function. While costing

techniques have been used In other service Industries, the appllications have

o
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been In much less compiex Industries (e.g., law) or suffer from many of the
same problems that costing does In higher education (e.g., hosplitais). The
lack of a useable production function has forced higher education to cos+
actlvities rather than outputs and has Imposed Iimitations on the usefuiness of
the cost data—Iimitations that are not present In a manufacturing Industry. A
second fallure to adapt to a new setting that, while not as theoretically
important as the flrst, has received far more attention, is the adoption by
state agencies of costing techniques developed for Institutional use. !t is
often contended that cost information used by the state should be more
aggregate in nature than that deveioped for intrainstitutional use. This Is
open to debate. Rather, one might argue that states now have some of the same
uses for cost Information that Institutions do. As declislonmaking authority
has moved toward the states, they have had an Increasing need for the kind of
detalled cost data that formerly was the province of the Institutions, States
often have not, however, carefully anaiyzed thelr uses of cost Information and
therefore may or may not have appropriately adapted costing technigques to thelr

needs.

One of the most serious charges agalnst costing Is that It has been applied
wlthout careful consideration of Its uses and Iimitations. This was
particulariy true In the early days of costing. During the last five to seven
years a great deal of debate and consideration of the uses and Iimitations of
costing has occurred. Still, costing practices untlii very recently have

ignored the maxim of "different costs for different purposes” and have tended

to use average, historical, unit costs for a wide variety of purposes. While
such cost fligures have utlilty for some kinds of analysis, they are of very

Iimited use In others. Costing techniques have also, In our opinion, rellied

far too heavily on a cost accounting approach and have ignored the insights and
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caveats to be galned by taking an approach based on the economic Iliterature.

One particularly important point is the previousiy-mentioned one about
production functions which average historical costing deals with In a very
superficlial manner. Theoretically, a cost function can only be derived from a
productlon function. Other methods of estimating costs (e.g., from historical
patterns) are subject to a wide variety of errors. The discipiine of economics
also offers insights regarding the concepts of marginai costs and the
interreiations of different varieties of costs. Another serious |imitation of
cost analysis, as It Is practiced, Is the identificatlion of historical average
cost wlth a normative cost standard. |In fact, both economic and accounting
theory are clear that historlical experlience Is only one element In the
determination of a cost standard. Finally, costers have glven too Ilittie
attentlon to flaws In thelr raw data. In many cases, certaln activities (e.g.,
iower division fine arts) In different institutions have been conslidered
comparable when they may be very different (e.g., music apprecliation and music
practice) In their cost Impiications. There |s also a wide varlety of
organizational structures and accounting practices (financial and activity)
that may distort the raw data used for costing. Finally, some differences
among actlvities cannot be assessed by costers, but must be dealt with by the
responsible academic authorities. 1In general, costing would be well served by
a critical examination of the use Intended for the cost data and the

sultabliliity of a particular approach for that use.

Costing, as currentiy practiced, Is very compiex. While much of the compliexity
is necessarily a product of the compliexity of the accounting systems, programs,
and organizational structures of higher educatlion, at least two major aspects

of typlcal costing systems seem to us to be compliex for complexity's sake. The

first of these is the development of elaborate cost-aliocation mechanlisms to
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al low for the calculation of full cos*s. The calculation of full costs
Involves adding an allocated proportlon of overhead costs to the calculation of
dlrect costs. The principles of cost allocation requilre that Indlrect costs be
assigned in proportion to the draw of directly-costed activitles on overhead
services. Thls Is an enormously complex task and It Is unclear what additlonal
benefits are galned beyond those assoclated with dlrect costing. Full costing
Is attractive in a macro—economlc study, but is of Ilttle utllity In most of
the uses to whlch cost studies of this type are commonly put. (Pricling
decislons are an exceptlon). The second case of complexlty for its own sake Is
the wldespread use of faculty activlty analyses as the basis for the assignment
of dlrect costs. The reason for thls |s that faculty commonly do a wlde
varlety of thlngs-—-teasch several classes, conduct departmental and contract
research, serve on comml|ttees, advlse students—that need to be dlfferentlated.
Unfortunately, faculty actlvity requlres the submlssion of tlime reports that
are cumbersome, generally resented, and wlldly Inaccurate. SamplIng can be
done but this mlsses dlfferences among tImes during the academic term.

Flnally, actlvity analysis also Is not |inked to normal flnanclal practlices or
to a standard work week. All In all, It Is probably no more Inaccurate and

def inltely easler to use much simpler technlques (such as faculty assignment

analysls).

Costing, |lke any technical fleld, has experienced the growth of Its own set of
jargon. A qulck look at any costlng manual convinces one of this. Most of the
Jargon in costing, however, can best be descrlibed as technical shorthand,

rather than as buzzwords that can be substituted for thought.

The development of costlng as a fleld is very closely assoc lated with

declslonmaking according to the rational model. Costing's relationshlp to
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rational decisionmaking Is deflinitely of the technical variety. In order to
assess alternatives 1t is necessary to know the costs of thcse alternatives.
Ideal ly, costing could be used In thls manner as a support system for maklng
decislons according to the rational model. Unfortunately, costing has not,
unti!| very recently, deveioped in thls manner. Rather, Immense efforts have
been expended to calculate one verslon of cost--average, hlstorlcal cost--with
little conslderation of whether this type of cost is relevant to the decislons
belng made and the alternatives being considered. The caiculation of cost has
become an end In itself with much more effort devoted to the calculation of
cost data than to the analysis or use of this data. In addltion, cost data are
often used to the exclusion cf any other information about programs. Depending
on one's point of view, cheaper Is better or more costly Is better. In both of
these cases, the cost analysis, originally designed to support the rational
mode| of decislonmaking, has replaced it. Cost |s the only criterion used to
analyze a complex situation. Even though costing was developed to support

rational declsionmaking |t has not served that purpose well.

The Appeal of Costing

The intent of costing as developed by the Callfornia and Western Conference
Study was to allow interinstitutional cost comparisons and to give the
administrators a basis for making judgments about their own Institutions.
Although this remains an attractive feature In cost studies, the great
expansion in costing is probably related to the spread of PPBS and assccliated
techniques. Costing is necessary if one Is to use a rational model decision
system (such as PPBS). It is also one of the most tangible parts of such a

system and may provide an illusion of giving concrete answers. Costling was,

therefore, one of the first steps in implementing PPBS. Costing promlsed

efficiencles and a way to bring costs under control. In reality, it did not
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serve thls function--wlith hindslght it |s difficuit to see how it ever couid
have, but that was the expectatlion at the time. Finally, many "turnkey"
systems for costing were avallable; therefore, It was cheaper to use than It
would have been 1f an Instlitutlon had been requlired to develop a costlng system
from scratch., All of these factors contributed and stlil contribute to the

spread of costing.
STRATEGIC PLANNING

To illustrate the fact that higher educatlon adminlstrators may be no |ess
susceptible to management fads today than they ever have been, we turn flnally
to an approach which is galnlng currency and which we believe has the potentlal
to emerge as a fad—strateglc pianning. One can hardly find a list of new
books or forthcoming semlnars which does not Include at ieast one item on that

topic.

The term strateglc planning is sometimes used genericaily to refer to any set
of top-level policy decisions. We refer here, instead, to a particular system
of princlples for identifylng and managing such declsions. The system Is
difficult to define because, while most people who use the term seem to do so
wlth the assumption that everyone shares a common understanding of it, the

definition varies from one author or proponent to another.

Collier (1981) has syntheslzed strategic planning |lterature from both business
and higher educatlon. He goes on to buiid a model of the concept as it may
apply to higher education institutions. Since his work is recent, grounded In
the |iterature, and explicitly formulated for higher education, we present here
a brief sketch of his concepts without asserting that they are necessarily

typical of the field.
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Strateglc planning Is conducted by top management, and It Is the explic!t

making of a IImited set of critical declslons. Thls set of declslons
determlines the focus and nature of the "buslnesses™ the organlzatlon Is in and
the manner used to compete In those buslnesses. Some declslons inciuded by
Colller are cllentele to be served, geographlc locatlon, mix of programs to be
conducted, organlzational mlssion, and compotlflve advantage to be sought. The
primary criter!on uysed In maklng such declslons |s the actilevemernt of 2
slmultaneous match among (a) the organlzatlion's resources, (b} Its proximate
environment, and {(c) certain Inherent chracteristlics~-personallty, *readltlion,
culture--of the organizatlon., Flnally, strateglc declslons are to be made wlth

expl iclt conslderation of thelr Impllications for the future of the

organlzation,

Conceptual development of strateglc planning In the buslness sector goes back
to Drucker (1954) and Chandler {(1962). The flrst systematlic applicaiion ot the
princlples occurred at General Electric In the 1960s. Slince that tlme, the
concept has been wldely dlscussed and applied In business. Consultation In
strateglc planning for hlgher educatlon Instltutions has been oftered for about
three years by a varlety of consulting flrms and Indlvlduals. Our guess Is
that, whlle attendance at semlnars |s high enough to warrant contlnued and
expanding offerings, only a handful ot Instltutlons to date has made
comprehenslve efforts to Implement strateglc planning. We can only guess about
that because, as wlth PPBS, we have dlscovered no foundatlon research and only
a small amount of fugltive evaluative ilterature on strateglc planning In

higher educatlon.
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Is Strategic Planning s Potentlal Mansgement Fad?

Representstives of menagement consulting flrms tend to be candld sbout having
directly transferred thelr strateglc planning service from business to hlgher
education, admitting that they have scmetimes merely changed words |lke
corporate and profit to sppropriste higher educatlon snalogs. Some dlscusslons
of Issues related to that transfer exlst (Hosmer, In press), but we know of no
research to Inform those discusslons with speciflic reference to the strateglc
plenning concapt. The Natlonal Center for Higher Educatlon Manzgement Systems
Is preparing to conduct & mejor foundstion resesrch projec:t esimed at beginnling
to f111 that gap. To date, however, strateglic plenning Implementetion
parallels thet of PPBS--Implementation Is beginning to occur concurrent with,

not following, conceptusl development.

All of our esrller remsrks sbout the lImitations of PPBS and costing when used
In higher-education settings apply also to strateglc planning. Higher
education as & service Industry Ils Inherently ditferent from a manufacturing
organlzetlon such as General Electric, the first strateqic planner. What are
the "products" and "markets"™ of higher education Institutlions? On what grounds
do they identlty thelr competitors, assuming that they are wlllling to
acknowledge and engag¢ In competition? Many of tho teatures of
hligher-education Instltutions which were dlscussed above |Imit thelr optlons
and thelr potentlal responsiveness tc strateglc change: the norm of colleglal
declslonmaking, tenzre and speclallization of faculty members, and

Interdependencles In the curriculum, for exampie,

An Important characteristic of strateglc pianning Is Its non-directiveness wlth
regard to declslon rules. Thls Is potentially both an advantage and &

Ilablllty. The possible problem Is lllustrated by the lack of speclflic




criterls tor () deflining the key festures of environment, orgsrnizationali
resources, snd Inherent characteristics--which may vary considersbly from one
institution to snother, and (b) recognlzing an appropriate and p .fentlelly
productive match among the three elements. A school which, engaglng in &
strateglc planning exercise, suddeniy reallzes thet momburs of lIts local
communlty have unmet educatlonal needs, may belleve that It should rospond
better 1o lts environmert, In fact, lts Interests may be botter served by
contlnulng (as |t apparently did, Impllclitiy, In tho pastl to doflne Its
environment In terms which do not Include the local communlty. Alternatlvely,
the terms and guldellnes of strategic planning could bo deflned In such & way
as to aftlrmm virtually any arblfrarlily-chosen course of actlon, Including no
change from present procedures--which leads one to wonder whothor 1t provldes

sny suhstantlve guldance for udminlstrators.

The potentlal advantage of strateglc planning's non-dlrectlveness contributes
to Its utlllity as a management tool. Glven s conceptua! framowork which has
spparent value, at least In buslness, the openness of that framework to
Interpretation enables lts use In other kinds of sottings. That Is, strategic
planning provides higher education adminlstrators with 8 way of looking for new
solutlons; 1t conceptually organizes some Important svenues among whlch they
mlight productlvely choose. The catch, then, |s that--more than perhaps any of
the management tools we have conslderad—the quallty and utllity ot strateelc

planning wlll vary directly with the astuteness of those who seek to use It.

This point leads to asnother charecterlstlc of fads. Strateglc plannlng s more
deceptivaly simple than overly complex: " just" match three factors, cognlzant
of the future Implications of those declislons. Wlthout criterie for detflining

terms and racognlzing matches, without experlence In or flexibillity tor
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strateglc change, and with critical gaps in our abliity to assess the future
impllcations of present decisions, the strateglic planning mandate is
deceptively simple, deceptively independent of the characteristics and

predilections of Its practitioners.

Especlally at thils early stage In strategic planning for hligher education, some
of the terms which may have meaning In a business setting are jargon in the new
setting because we have not thoroughiy considered thelr revised meaning or
thelr relevance. We do not know whether to dafine "the business we're in"
along the Ilines of academic departments or In terms of teaching, research, and
service. Therefore, we cannot examine our "portfoilo" of businesses. s the
higher education anaiog to the "strateglc business unit" an academic
department, a famlily of similar departments, or a school? On such issues we
have reached nelther understanding of the Impiications of choosing one

definition over another nor consensus regarding the best deflnition.

Although strategic planning does not mandate foliowing the prescribed steps of
the ratlional model, It Is reiated to the model. Both strategic planning and
the ratlional model assume that unitary declslons can be made centrally for the
organization, Strateglic planring deals with fundamentai policy Issues which
are the ultimate responsibiiity of top management. However, declisionmaking
authority Is widely dispersed In colleges and universities. While central
agents may well be able fo identify decision opportunities and shape the
debate, It Is unreailstic to belleve that they can tame and direct ail the
internal and external constlituents who seek to participate In making those
baslc decisions. Without such central direction, It wouid be difficuit at best
to arrive at a set of strateglic decislons which Is logically consistent, and

which is predicated on objective criteria for choosing among alternative
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courses of action as both strateglic planning and rationailty require. in any
effort to exert central direction, decisionmakers in hligher education run
consliderable risk of alienating individuals on whom they must depend to

faithfully Implement the declslons.

The Appeal of Strateglic Planning

Finally, It Is worthwhile to note the features of strategic planning which may
account for Its current appeal. |t appears that strateglc planning
Incorporates three major factors which speak to current concerns of
higher-education administrators: managing futurity, managing the environment,
and flexible planning. Administrators in Institutions are faced with
frightening and apparentiy unmanageable prospects for the future as they
contemplate declining enroliments and diminishing avallabiility of public
resources. Thelr critical Inputs are believed to be In jeopardy, and they need
some way to understand and deal with what that might mean for thelr
organization's future. Much of the current turmoll derlives from the
environment--legal, economic, and soclai-~so administrators are less llikely
than they have ever been to feel snug In the traditional ivory tower. They are
feeling & need to understand and respond to that environment, 2 feeling that

has not exlsted hefore during thelr professional Ilifetimes.

Understandably In such & context, administrators may feel that previous
pianning approaches make too many assumptlions about the long-term future and
thelr ablility to controi It. Bowen and Gienny (1976) expected a need for more
adaptive planning processes in retrenching Institutions. Strategic planning
meets this need by decoupling plans from specific target dates, by emphasizing

future Impiications of gurrent declisions, and by asserting that planning Is a

continuous process rather than a periodic process.
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CONCLUSIONS

During the past decade higher-education administrators have engaged In at least
t+wo management practices which have turned out to have the characteristics of
fads. In addition to the possibility that a third practice which Is now
deveioping may eventually prove to have been a fad, other practices couid be
clted as fads In recent years—zero-base budgeting, for exampie (see Fincher
1977). We contend that higher-education Institutional management |s
susceptible to faddism, and we belleve that this tendency may be largely
attributable to the co-existence of two ma jor factors. First, for the past ten
to flfteen years higher—-education institutions have increasingly felt pressured
+o become more "business—Ilke," more rational. The buzz word early In the
period was accountabiility; more recentliy, the prospect of declining resources
has been of great concern to administrators and to the (often
business-orlented) board members and legislators with whom administrators must

deal .

The second contrlbuting factor is the lack of elther theory or evidence to
bring understanding about (a) how higher education Is iike or unilike other
enterprises (e.g. business) and (b) the role and utility of the rationai model
ond of other decisionmaking models in the context of higher-education
institutions. Administrators are not fiiling the gap--they are usually tralined
primarily In traditional academlc disclipilines, rather than In management, and
they are fully occupied with copling and responding, not contemplation and
research. Professors of business rarely attend to the non-proflt sector and
education professors tend to focus on the teaching-iearning aspect of the
fleld. Therefore we are not sanguine about the possibllity of near-term

development of needed theory and research. Without It, and with continulng
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pressures for "better" management, administrators have no frame of reference
with which to evaiuate management toois before adopting them; administrators
have no coherent, consensual context in which to piace them. They are likely
to continue to try new tools on the basis of thelr apparent match with the

probiems administrators face, or on the basls of a respected colleague's

enthusliasm.

Our Investigation suggests some iong=run and short-run approaches to taking
advantage of the beneflts of new management tools whiie minimizing the risk of
subsequent disappolintment or disaster. In the iong run, the most promlsing
strategy Is to increase the infusion of professional ly-trained managers in the
ranks of institutional leadership, as appropriate, and to increase ef forts to
teach management skills to administrators from the academic ranks. This is
especially needed If forthcoming toolis, iike strategic planning, are highly
dependent on the wisdom and skill of thelr users. To the extent that It
occurs, communication between professional managers and academics will need to
be Improved. Two further long-run strategles are (a) to lIdentify opportunities
for and to Invest in basic research on higher-education institutions as managed
organizations and (b) to incorporate comprehensive evaluation studles whenever
an Innovative approach is tried, and to disseminate the resuits to the

higher-education community.

in the short run, administrators can forestall faddism In several ways when
they conslider adopting a new management tool. First, they can invest In
institution-specific evaluation of the merits of an innovation vis 8 vis the
nature and needs of the organization--hafore attempting impiementation.
Second, adminlistrators can engage In serious deliberations about the merits of
a proposed Innovation with widely representative members of the organization
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(not just with management techniclans) before attempting Implementation. In
both evaluation and dlscussion, particlpants might conslder the extent to which
the Innovation exhibits the characteristics of a fad, such as those we have
used for thls analysis, Third, most adminlstrators should approach any
Innovatlion which Involves fundamental management functions and whlch Is
predicated on the rational model of declslonmaking with extreme skepticlsm and
with a careful analysls of how the instltutlon actually does or could make

declslions.

Most Innovations arise and galn currency because they address genulne and
widespread organizational needs. In analyzlng the needs and the Innovation,
administrators should ask questions such es: does thls organization have those
needs? |f so, how compatible Is this Innovation, Its assumptions and Its
procedures, with this organization? can elements of the Innovation be
dlsaggregated wlthout doing violence to Its ablllity to serve the need, so that
compatible pleces of the Innovation can be InjJected into the organization? how
much change would the Innovatlon requlre? 1Is such change feasible and

Justlfiable?

We also belleve that a clear understanding of what constl|tutes faddism In
Innovation can be a valuable tool for evaluating innovation. A fad must be
something other than an Innovation that generates pain (because all Innovation
does) or that changes the balance of power. Our own anpalysis In thls paper,

which evaluated faddism In relatlon 10 a speciflc set of criteria, Is

Illustrative of thls polnt. We selected data base bullding as a fad, but our

analysls brought us to the strong conclusion that it could not be so descrlbed.

Whlle other dsfinltions of faddism are posslible, some concrete definltion Is a




valuable standard for ldentlifying management tools which are Ilkely to have

brief llves, or for understanding the weak spots In them.

The faddism of recent years Is a symptom of trylng out solutlons without a
sol 1d understanding of the problems. The cumulative effect of Increased basic

research and skeptical, Inquiring administrators could be better understanding

of problems and more effectlive solutlons as well as far more effective use of

some of the technlques we have descrlbed here.
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