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- E | . Abstract "_‘ . . ) 7 “.. -‘".A.",_‘ . “1

The National Comm1ss1on -on ngher Educat1on Issues (1982' 1T
recently concluded that "the greatest danger to qua]1ty in hlgher
education in the 1980s is "cuts -across- the board " While a large
literature on the danger of across-the-< board cuts supports this - ) '}
conc]us1on 11tt1e emp1r1ca1 1nformat10n 1s avallable on the extent to

A
which this pract1ce is employed in co]leges and un1vers1t1es, or about

the factors that afTect the dea{ee of re11ance on across -the- board - _,:VV?'i'
cuts. Th1s study exam1nes the re]atlve 1nc1dence of across the board

cuts in higher education “for all 1nst1tut10ns that exper1enced ‘*? ';1'7T
.decreas1ng neVenues between 1976-77 and 1980-81. It also tests a - e ] y; ;‘ {f
number,of_hypotheses about factors that affect the.extént to which |

administrators employ across-the-boandﬂcuts versus selective cuts. A

”
-




‘CuTBACK wmAemENT AND RESOUR(IE REALLOCATION IN Hlel& EDUCATION f i
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’ The Nat1ona1 Connnss1on on ngher Educat1on Issues (1982 1)

recent]y concluded from the1r study of 1nst1tut1ona1 prlor1t1es and

;admhn1strat1ve ]eadersh1p that "the grea;est danger to quallty in

'h1gher educat1on in ‘the 1980s is "cuts-across-the- board AR

) - N . Vo

. substant1a1 11terature, which focuses on why actoss- the-board cuts are

3

aq:bmmon response to decreas1ng revenues and the dangers assoclated e
w1th ‘this pract1ce has emerged over the past few years and fully. |

supports the Comm1ss1on s conclusion, Unfortunately, there js-little-

B

.emp1r1ca1 1nformatlon on the extent to wh1€h this pract1ce is emp]oyed

-or on the factors that affect adm1n1strat1ve dec1s1ons on how and where

.

~ .}‘ to cut dur1ng-a period of_retrenchment., Thls study exam1nes.the
| "relative incidence of'across-the-board versds se1ective cuts in higher

‘education and ‘tests a number of propos1t1ons about factors that ‘affect
7 the se1ect1on of a cut back strategy.’ © | | | N

, Across;the-board Cuts : S

¥

: Severallresearchers such as Jickand\abrray (1982) and Behn

i

(1980), have noted that many organlzatlons both. within and outside of

h1gher educatlon emp]oy acrosS»the board cuts as a response to
decreasing revenues;; The publlc adm1n1stratlon and organization theory

,rllteratures have examlned both the reasons for this practice and the

associated dangers';,Admlnlstrators tend to employ across-the- board

i st
' cuts for two reasons., First, across-the- board cuts promoﬁt a ~

*
equa]]ti‘ everyune shares equa]]y in the problems of the

(Levine, E£Z8;~Whetten, 1981). Equally sharlng the burden of reduced
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” - ‘_'revenues'helps.agojd the poiittcai*inftghttng and.conf]ict associated -
h'with_thetheallocation.of_scarce:resourcesL ~Second, acrossethe:boardi.
‘H'cuts-are'passive or delaying actions that require 1itt1e exercise of
- 'fc.f administrative d1scretlon (chk and Murray, 1982,_Murray, J1ck and
| ‘Bradshaw 1983) They enab]e adm1n1stra ors to avo1d the rea11ty of
starce resources and the hard choice qu1red to retrench (Combs,
§ . '1982) In short, across- the board cuts are a common, passive response
l<v i’ .to decreas1ng revenues because they are eas1er to accomplish than
.:? dec1d1ng how and where to make selective cuts in organlzatlona]
- };operat1ons o B < | .
: Although across the board cuts are common ‘and” may reduce the pain
of'adm1n1strat1veadec1s1on maklng, ‘they do-hayeva number\of drawbacks.
'while appearing to'bejequitabie, across-the-board cuts oenalize an
organization's most efficient units, a phenomenonvthat Leyjne (1979)
has labelled the,fefficiency'paradoii" Efficient'units.haie fewer )
P slack resources with which to absorb budgetary cuts than less efficient
; .dndts; As a resu]t, across-the-board cuts often'have<two unintended
consequences. First, adninistrators have no incentive‘to‘conserve.

- &
resources and operate efficient]y, something that becomes

self- c%atmg wmg a pe\r\lod of dechmng revenues. Second, the » -
production level of the organization can decrease d1sprop%rtionate]y

nore than the extent to which cuts were made. To paraphrase Behn

(1950), cutting'back any unit beyond the point -where okganizatianal -

slack can be used to absorb cuts without reducing output w11] sedure
prodJct1on by more than the ‘percentage of the cut.

'By default, admfﬁistrators give up ‘control of the retrenchment

process’ in using across-the-board cuts. And_When administrative

.1
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. controllis los:?;an'institution can enter into,a Ese]f-réehforcing,_ | SR ";
downward spiral of decliming resources and capabilities (éehn,J1980:
617i;" An initial decrease in resources forces a first round of ._ _-ﬁ
program cuts. These cuts, .in turn, discourage the organazation s most

‘. talented and productive members who, also being the. most mobile, leave.
Their departure hurts -the - organization s product1v1ty and makes it more .

\\T;FffTEuTtxfon)Lhe organization to attract v, sources. ‘The subsequent :
decrease forces a second round of cuts. ﬂnd, so the downward spiral
continues.' Un]ess administrators can break out of the spiral of

X4
decline, organizational demise becomes a real pOSSibiJity (Cyert, 1978;

Bozeman and S]usher 1979) _ : . 'A' - o : | P
While much has been’ written about the dangers of across-the- bdard

cuts,*little jnformation is available on how common the practice is, or -

about factors that affect administrative dec151ons concerning cutback |

management./ The purpose of this study is to provide that 1nformation

for the popu]ation of co]]eges and univerSities as ‘a whole. As

Starbuck (1976 1100) Qotzﬂ, one major implication of conductingi a - ‘

large- samp]e study of th 'sort%is that it can be used #to discover

S a‘..ggate general propensities ‘to which few, if any, organizatiONS
conform to exact]y." In other words, such analyses prqyide anr overv*.l 1iﬁ
of the behaVior of the higher education system, rather than of the : o
behavior of individual institutions Wit in it. The advantage of this -
type of study is that.it provides a perspective within which more N
intensive, small;sampTe’studies can be prodﬁctive. In essence,,

‘»Targe-sample_studies can‘help identify important reséarch questions

that can bevfrﬁitfully pursued in smaller sca]evstudies.- Thus, -the

purpose of this study is to'provide an overview of cutback managemenf
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and resource reallocation iouhigher education, and to identify areas in
which sma]l intenSive sampTe studies would be u§efu1 .
The central concept around which the. study is deSigned is the

rea]]ocation of resources in co]]eges and univer;qties under conditions

-

of declining revenues. Reaﬁlocation can be viewed as ranging between

- < .
- two extremes: from no rea]]ocation where the proportionate LT

f7distribution of resources across organizational units or. areas of

-

operation remains constant as rebenues decrease (i €., across -the- board '

)
v -

cuts), to_total reallocation, where a]] the- remaining resources of the
organization’ are redirected to a SingJe unit or area of operation. The
_analysis examines the effects of the severity of revenue,decline, thé
- duration of the decline episode, an institution's recent history in-
managing dec1ine, institutional contro] and_type of institution on the
rea]]ocation of institutional resources. The expected effectsi.hd the

: W
rationale for each are présented ing lowing six hypotheses.

Hypotheses | '
1. The extent to which rea]]ocation occurs is pos1tive1y re]ated to

the severity of declining revenues.

N
<

This proposition is based on the premise that'the.greater the
| 7~;agnitude-0f revenue decline, the greater the threat to institutidha]
surwival. when-institutional surwival is threatened, administrators
often'have li}tlelghoice but.to undertake drastic action. ‘Moreover,
the reality of decreasing revenues ishimmediate and unavoidable' and
resistance to change within the crgdnization is reduced. As a resu]t
administrators are morée 1ike1y to take corrective actions and

~ rea]]ocate resources so as to ‘enhance an institution S chances for




period. They found that these institutions 1n1t1a11y responded to ,

AsurvivaJ. Therefore, it s expected that there is less;of a propensity‘

to- ‘use across- the-board cuts, and a greater propenSIty\to make .

&

-se1ective .cuts: and reallocate resources as the sever1ty of revenue v

L - . .
- i T S

dechnejncreases.1

»

2. The longer the duration of a declfne episodé, the5greater'the

' extent to which institutions re]y on across the-board cuts over

time. , T
. . ° ’ ) ~

~Jick .arid Murray (1982) have suggested that organizations adopt

'more'passive'responses'to dec]ine'over time as the 1ength of a decline -

‘ep1sode 1ncreases.. leen that across- tbe-board cuts are a pass1ve

LY

response to decrea51ng revenues, the expectatlon is that 1nst1tutlons

will re]y on them more w1th the passage of tlme.2 Murray,=J1ck, and

Bradshaw (1983) have emp1r1ca11y demonstrated-thls effect in a study of

the responses of $ix hospitals to declining revenues over a f1ve yean.‘-

y .

decreased revenues by 1ncrea51ng eff1c1ency and reallocatlng resources.

f

&
But as the duration of the dec11ne eplsode 1ncreased the emphas1s on’

reallotatlon gave way to delaying actlons. ! . =

N
>

3. Inst1tutlons that ‘have exper1enced decrea51ng revenues in the past
are more llkely to%engage in rea1locatlon than are“?hst1tut1ons 4

with no recent history of revenue decline.

ThlS hypothe51s is based on Nottenburg and Fedor (1983), who

suggest that past experience with manag1ng decline may sensitlze the

1

“information sensing and processing mechan1sm§ within an organization.

In turn, if an organization is sensitive to .such information, it is -



suggest that institutions wi]h?éngage in delaying actions if they ,

~ - . - . . . . o .

 »more ]ike]y to act quickiy and'respond'to decreasing revenues through

the reallocation of resources. Converse]y, Kies]er and Sproull (1982)

’

argue that research on social cognition suggests that past.experience - .

g

in managing a crisis Will havez]itt]e affect on the management of a

E]

current crisis since SOCialAcognition processes often result in a

,”defiCiency of memory" in this type -of situation. Therefore, the third
/

hypothesis-provides a mapner of examining‘the relative usefu]ness of .

these two divergent yigws in understanding ‘reallocation behavior’in

‘\

institutions of higher education. S
K

4. Private institutions reallocate more resources under conditions of

decreasing revenues than do. public institutions.

[

Behn (1980), Jick and Murray-(1982), and Murray, et al. (1983)

believe that an externaj‘agency is 1likely to provide additional

resources in an emergency Situation. Public institutions have state

]egis]atures and coordinating agencies that can act as courts of ]ast

resort. Private institutions with the exception -of a sma]] number of

schools w1th re]igious affi]iations, arj}]ess likely to be able to. ca]] ﬁg?j

upon an outside agency to make up reven shortfalls. Moreover,
administrators-iii_pub]ic institutions appear to have less budgetary k
Qiscretion than' their counterparts in private institutions which

hinders their abi]ity to reallocate resources. Therefore, it is

wexpected that privafe institutions are more ]ike]y to reallocate

resources than are public institutions. L



. -
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5." "Two-year institutidns reallocate more resources among'functional ’
. . ' areas dhring perieds of decreaSing revenues than do four-year

institutions. __:F?,

;’ o o — ) B . fi

N This hypotheSis is based on a finding by Krakower and Zammuto
! (1983) that enro]]ment inertia pver time ‘accounts for a greafer %

' proportion of the variance in year-to-year cHanges in enrol]ments for

~

. four-year institutions than for two-year institutions. ‘Extending this.

finding to the current study suggests that inertia is inversely related

> ~

- "to reallocation. That is, the less inertia, the more likely an
institution is to engagefin selective cuts and resource rea]]ocation.

) Therefore, if the generallthrUSt of the Krakower and Zammuto (1983) .
?inding is applicab]eltouinstitutional revenees, one might ehpect that
two-year institutions rea]]ocate more resourcesuthan do'four-yean

institutions. ; L
, :

s

6. Reallocation will occur so as to protect the technical core of the

organization.

Thompson (1967) noted that the administrative and supoort unitslof

an organization function as a buffer- im\protecting the technical or

operating core fron changing enVironmental conditions. With respect to

higher education, the traditional technical core of colleges and;
universities are the teaching, research, and public service functions.
The expectation\is that institutions will protect these areas by

cutting more deeply into administrative and support operations, and by .

/ | reallocating the freed resources to-these core areas of operation.

’
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Da‘a ifor this study were obta1ned from the Higher Education
? < s
Genera1 Informat;on Survey (HEGIS) flnance and enro]lments ’

< /T
questxonna1rsf'for the per1od between 1973-74 and 1980-81. The sample -

gv
"used to test the‘f1rst f1ve hypotheses 1nc1uded a]l 1nst1tut10ns in the

' "HEGIS un1verse that exper1enced declining revenues from one year to the -
next 1n any of the years between 1975-76 and 1980-81. The sample used
in, the ana]ys1s for the s1xth hypothes1s 1nc1uded all 1nst1tut10ns

. R report1ng HEGIS f1nanc1a1 and enro]]ment data between 1976-77"and
~ ™ 1980-81. o - | -

Var1ab1es ' \ '_ ' ' \ . B - ’ .

The reallocatlon var1ab1e used in the study was deve]oped by -

'Ludwlg_(1983). It is defined as the percentage of constant dollar
expenditures across functional areas in time t+l that differs from what

~ would be expected inen a pure, across-the-board cutback.

ivNotationally, the reallocation variable is expressed as follows:"

: n=10 . '
s 1 € ‘
Ro= L=t 134,401 = Ta54 x (0= O] /2 | gy

n=10 ° ‘

€ ai t.Fl - Lo ‘ V.

1 ‘ | |
Where 'a' 1s the expendltures per area of 1nst1tut10na1 operat1ons '

+

and 'C' ¥s the percent decrease 1n total’ organlzatlonal expenditures

from t1meﬁt to t1me t+I[ The funct10na1 areas are: 1) 1nstruct10n 2)
research - 3) pub11c serv1ce, 4) academlc -support,: 5) 11brar1es 6). L
student serv1ces, 7) 1nst1tpt1ona1¢support, 8) p]ant operat)on and

fmaintenance, 9) schclarships'and fellowships; and 10) educational and
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generaT mandatory transfers. (A descr1pt1on of the’types of f .

f' ‘expend1tures in each‘category 1s prov1ded 1n the append1x ) The . . .
'_én . . .
reaTTocat1on score can range from 0 to 1, where 0 1nd1cates a pure,f

. across the-board cutbaCk and 1 1nd1cates a totaT reaTTocat1on of | -

.iresources to one area of operat1on As Ludw1g (1983) has shown a

‘ ' | score of .10 woulﬁ 1nd1cate that ten percent of an 1hst1tut1‘2zn s
.&' ' “ resources were reaTTocated among operat1ona1 areas between tifne t, and
\\' P . , ) - N o e,« \ .
timé t+1. . S S ‘ a" g '

The sever1ty of decT1ne var1ab1e (S) is the percentage decrease in
totaT constant doTTar revenues from time t to time t+l. The duration

of dectine var1ab1e (D) "is the number of consecutrve years in which

revenues have decreased‘ The recent h1story of dec11ne (H) is a dummy
R
' var1ab1e coded "1 1f an 1nst1tut1on had exper1enced decreas1ng

revenues pr1or to t1me‘f’and "0" if it hadrnot Data for '1973-74 and

1974 75 were 1nc1uded to caTcuTate these last two var1ab1es so that 1t

Ty

B £ possible for D to have a vaTue of 2 and H to have a vaTue of 1
[ “during the first study_year, wh1ch is 1976-77. Inst1tut1onaT controT
¢ - (C) is operationaTTzed.with public inst{tutions coded "0" and,pr1vate

1

‘institutions’code "1'" Institutional type (T) also is operat1ona11zed

L ,_Ni as a dummy var1abTe.. Two- year 1nst1tut1ons are coded uo" wh1Te
.~ four,year 1nst1tJt1ons are coded Ny o &: S

The f1rst f1ve hyp0theses were tested by regress1ng the
L reaTTocat1on var1abTe (R) on the f1ve 1ndependent var1ab1es (S, D, H

'

9
C T). The hypotheses were aGcepted if the reTat1onsh1ps were in;the

pred1cted d1rect1on and were s1gn1f1cant (p< 05). 0bservat1ons for -

- each of the years,were pooTed'1nto a's1ngTe;anaTys1s. As a resuTt; an,




institution could appear as five separate observatjons if its revenues
»

./}_ o decreased from one year to the next during each bf the years‘included
f$f-%ii.; in the study. Pre11m1nary ana]yses 1nd1cated that ne1ther '

- :,autocorrelat1on or hdteroscedast1c1ty is.a prob]em, mak1ng ordlnary
least squarés regression approprlate. - “

-;l The hypothes1s concern1n9 where rea]]ocatlon occurred among the .
functional areas was examined in a different manner.’ Curves were
fitted to data for changes in a]Tbcat1ons to each functlonal area. ‘The -
resu]trng figures, shown and discussed 1n the resu{ts section, prov1de.d'
a visual representat1on-of resource rea]]ocatlon among:the-funct1ona1 |

" areas over a range of changes in tota] revenues va]ues. .

Two restrictions were app]led in selecting a sample for testing
the sixth hypothesis. These'réstrictions were designe% to e]iminate

extreme cases SO that the resulting resource a]]ocatlon curves would

A

not be undu]y dlstorted in representlng the exper]ences of the maJor1ty
of co]]eges and un1vers1t1es. Moreover the ah%i}é{s 1nc1uded " o
institutions with growing reyenues as’ we]] as those w1th dec]1n1ng;k
.reVenuesr This allowed for an examinatzon'of,the rejatjve symmetry of
. resource allocation’under conditions of increasing and decreasing
reyenues; The sampling restnictions were: Yl)'thanges invtotal,

o revenues froméone year to the next did not exceed 20 percent, and 2)
institutional enro]]ments were at 1east 200 full-time equ1va]ent _
students. This last restriction was* app]led because- pre]1m1nary
ana]ys1s and1cated that the vo]at1]1ty of résource allocation among

" functional areas was much higher 1n sma]] schoo]s than it was 1n 1arger
1nst1tut1ons. Data for 1nst1tutlons were poo]ed across the years of

- ) the study, so that a s1ng]e 1nst1tutlon cou]d appear as f1ve

7 SRR




‘allocation curves were'generated'only for pub]ic

samp]e.,

obseryations. ‘Given the comp1exity‘of'the analysis, resource .

nd private four-year'

'1nst1tutlons. App]lcat1on of the samp]lng resfr1c jons regr]ted in

;2 406 of a potent1a] 2 565 observatﬁons (93 8 percent) being 1nc]uded

in the pyblic four-year sample, and 4,121 of a poten§1a] 4 615

obsefvations (89.3 percent) being included,in the pr1vate,four-year
. ' . o

l
~

Resource a]locat1on curves - for each of the functlona] areas were
» . i

generated in the fe]]ow1ng mannen\ F1rst the d1ffer%nce in the

ﬁ'proport1on of tota] 1nst1tut1ona1 expend1ture§ (TE) a]Pocated to eachl f

A

_funct1ona] area from one year to the next ((a1 t+1/TEt+I) ( /TE ))

A |
was regressed on the percent change in total revenues‘(S) from one year

f
~;.‘\’

to the next. It'waS'expected that the re]at1onsh1p between resource
allocation-and changes in total revenues was not 1inear'over the whole {,_

range of va]ues, SO squared and cubed change in tota] revenues (S S )

terms also were included -in the regreSSIon equat1on. F1na1]y, percent

change in enrollment ((Et+1'Et) Et) was also added to the regre551on s
equatlon to contro] for changes in a]]ocat1ons among funct1ona] areas
that could be attributed solely to changes in enrollments. __°

Then the significant unstandardlzed regress1on coeff1c1ents for.
the revenue var1ab]es were used to plot a resoJrce a]]ocat1on curve for
each funct1ona{ area using 20 samp]e values for changes in revenues.

Enro]]ments were treated as f1xed and not used to construct the curves.

V1sua1 exam1nat1on of the rgsu]tlng curves provide a general 1nd1cat1on

‘of,how resources are reallocated- among functional areas as revenues

change. Lo 7 | oo -

. . .
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F1gure 1 presents the f1nd1ngs for the d1str1but1on‘of .
& 1nst1tut1ons by the- extent to which reallocatqon occurred as tota] Py 'fi

revenues decreased for 3 893 observat1ons over. the f1ve year study o
PR

per1od The resu]ts show that the extent of rea]]ocat1on among

'

functional areas was five percent or 1ess,for 54 percent of ’ the cases.
A tota] of 216 of these cases (5 5 percent of the tota]) were for pure,

across-the- board cuts (i. e., rea]]ocat1on score of 00) -As’ can be

seen by the d1str1but1on presented in the f1gure the maJority of the

cuts tended- toward m1n1ma1 rea]]ocat1on.“ 0n1y 22 percent of\the cases

~

) rea]]ocated;more than 10 percent among the funct1ona1 areas. B B
- ' ' X E11m1nat1on of cases W1th 1ncomp1ete data reduCed the size of the - %

lsample to 3 647 cases for the regreSS1on ana1y51s. The\average changelef_d

. in revenues was minus seven percent and the average proportion of -

resources real]ocated among funct1ona1 areas was 7. 4 percent In terms
of 1nstJtut1ona1 characterjst1cs, 47 percent of the cases were private
1nstitutions;‘and 41 percent Were two-year institutions. -
| Table 1‘presents the resu{ts of the regression analysis., The
. coeff1c1ents for the severjty of dec11ne durat1on of the dec11ne
". episode, 1nst1tut1ona1 control and™ 1nst1tut10na1 type were s1gn1f1cant
and in the pred1cted d1rect1on. Therefore they can be taken as , ,

[

support1ng ‘the hypotheses that reallocation: 1) 1ncreases as the-

sever1ty of dec11ne 1noreases, 2) decreases as the 1ength of a decline o
ep1sode 1ncreases, 3) 1s more 11ke1ya1n pr1vate 1nst1tut1ons, and 4) is
more likely in two- year 1nst1tut1ons. .The coefficient for the past

experience var+abl§\!as sygnﬁfﬁcant but it also was the oppos1te of

- ‘the predicted direction.
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for the third hypothes1s (1\e.m 1earn1ng from past exper1ence 1ncreases
rea]]ocat1on) and the a1ternat1ve suggested by social cogn1t1on theory
(19&., that a "def1c1ency of memory" will result in past exper1ence

hav1ng no effect on, the present) are 1naccurate Hhat the results may

J—slack resources between dec11ne‘ep1spdes to be able to cut se1ect1ve1y

+
- ."!m.

and reallocate reFources.' Th1s may resu]t in a situation similar to

Ay

that suggested in the second hypothes1s which is concerned with the

- : durat1on of dec11ne ep1sode. . S | ; ':.k .

\

5\ ; 7 The resu]ts of the ana]ys1s designed to exam1ne the sixth-

o hypothes1s where cuts and rea]]ocatlons wére made, are presented in
p%a ;} . ﬁ ngures 2 tthughwﬁ Agapn it is 1mportant t‘femphas1ze that these
k curves are, descr1p£1ons of genera] tendenc1es within the’ samp]e and

L

-

i
are not 11ke1y to%hepresent the exper1ences§of any s1ng1e 1nst1tutlon.

i

ﬁyi st_for the regre 51ons used to generate the curves bear out th1s

' oo Mgy A '
L "":x*:
M @ ‘;J L

f;i jppbnt¢ @n . the average the curves in Figures 3 to 6 exp1a1n -about one

“j\{ percent of the var1ance for changes in resources a]]ocated to the
T i
¢ Various.ﬁ endlture categor1es. (The regress1ons used to calculate the

8 .w-,.v S

E s1gure 2 exp1a1ned K7} percen of the var1ance for pr1vate
o
%'7\Tons)anﬁ 52  percent of the variance for pub11c 1nst1tut1ons )

‘rgtf | ; : ;ﬁaes represent genera] tendenc1es within the sample,
“:f';f_ fﬁ ;ﬁ re is considerable variation in the behavior of

R d 'né;%tutionst : S i' | : o
? '7 *F1gure 2 presents the re]atﬁonship between changes in total
:¥V~J revenues and changes in total expenditures. . Look1ng across the

g d1agona1 from the lower-left corner to the upper r1ght corner, it can

. . be seen that expend1tures adJust rather slow]y in response to changes

» - “ 13 ‘. . ‘ . »
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in revenues.

increasing revenues, but at a slower rate than the rate of increase in

revenues.

1

N

8

As a’result, expenditures increase during -periods of

>

Similarly, expenditures decrease at a slower rate than the

rate of decline in revenues. tAs a result, JncreaSing revenues - are’

Tikely ‘to generate surp]uses, and decreasing revenues are 1ike1y to

result in defiCits.

Figure 3 shows‘how al]ocations.of expenditures in core areas of-

faster pace than revenues decrease.

institutional operations--instruction research, and public

serVicé--vary as total revenues change for public four-year

institutions.

‘The curves indicate that changes in instruCtiona]

N

expenditures are negatively related to changes in total revenues while

there is a slight]y positive relationship between changes

\

in ‘total

revenues and’ changes.in resources allocated to research and public

service.

Hypothesis six states tha

iinstitutions will protect their

\\ore areas of operation as resources become. more_scarce,wwhich‘the

-curves partially support (7 e., in?;ra

expenditures and .revenues decrease

Figure 4 presents the resource ‘allocation clirves for the support
areas of institutional operations for pub]ic four-year institutions
The regression analyses used to generate the curves revealed that no

significant patterns of allocation were eVident in the data for .the

academic support,

to say that there was no statistically discernable pattern as to how

institutions real]ocated resources among these expenditure

claSSifications

the figure shows that educational and ‘general mandatory transfers have

o -

o

1ibrary, or student serVices expenditures, which is

For the four areas in which patterns were evident,

ction’ acquires a 1arge

Y

~ .

-

v sha}e of
/ _

~

.a_negative reTationship with decreaSing revenues and a positive



‘relationship with increasing revenuesfl\Piant maintenance expenditures,
on the other hand, have a negative relationship w1th changes in revenue - 1
across the range of vaiues while scho]arship and 1nst1tutiona1 support |
vuexpenditures are p051t1ve1y re]ated to.changes in revenues. '
The negative re]ationship between changes in revenues and p1ant
maintenance expenditures and mandatory,transfers are not consistent,
with the hypothesis as stated, but may,reflect the "fixed.cost"

components of these expenditure areas. In contrast, expenditures for
institutional support and scho]arships,fit the pattern suggested by the
hypothesis, and comparison of the curves in Figures 3 and 4 suggests
* . that much of the reallocation occurs in the transfer of funds from
scholarships to instruction. . L i ]
Figures 5 and 6 present the same 1nformation for private'four-year
1nst1tutionsa~ Figure 5, which shows the expenditure curves for core
areas of institutional operations, shows that the -~ , s ource
ﬂ]7u1dL|o the same for public and private four-year institutions as .
revenues increase. , But there is a noticeab]e difference béﬁﬁeen the
two institutiondl sectors in instructidﬁal expenditures as- revenues
decrease. whi]e 1nstructiona1 expenditures were negatively re]ated to _
decreasing revenues across the,who]e range of values for_public -
‘. B four-year institutions, they were negativelv reiated5to revenues across -
part of the‘rangeofor_private institutions. 7The.curve suggestgfﬁhat.
the instruction function is allocated an increasing share‘ofb .
. institutional resources as the magnitude“of-revenue decline approaches

I

. ten percent. The real]ocation of additional resources then tapers off

-

ot , to about a 15 percent decrease in revenues at which p01nt resources

are reallocated away from 1nstrJétion to other areas:




‘

o

Figure 6 presents_the curves for the support areas of
L

institutional operations in priuate four-year institutions. As was the

case for pub]lc 1nst1tutlons, no significant pattern for academic
/

support expend1tures was found, and expendltures for scho]arsh1ps
decreased as revenues decreased. In contrast to the findings for

public 1nst1tutlons, it appears that these resources are d1verted7

-

largely to other support areas of institutional operat1ons suth as
student services, institutional support, plant matntenance, and‘llprary
expenditures. Moreover, whileg the same relationship is evident for_"

public and private institutions for mandatory transfers when revenues

increase, they proceed in the opposite direction when revenues

decrease.

Overall, hypothesis 6 is only r,art%aﬂy su@iorted, and the

findings for public institutions appear to fit it better than that for

~

private institutions. Expenditures for instruction, which is clearly

" the core area of all colleges and universities operations, appear to be

buffered from the full impact'of decreasing‘revenues.p The resuits a]so~
suggest that f1xed casts .and restr1cted expend1tures 11m1t the extent

-3
other areas of operatton. But, contrary to the loglc of the

-~

'tt/»ﬁlch resources from some. of the components can be rea]]ocated to

hypothes1s, it appears that much of the rea]]ocatlon 1n pr1vate

jnstitutions is from support areas 1nto other support areas.

o



DISCUSSION

" As noted in. the introductioﬁ the purpose of a ]arge samp]e study
such as this one is to. out]1ne the genera] dynamlcs of a sys’gm. Theé
Y .

".value of such a study lies in its ab1]1ty to prov1de a perspectlve

0 -

within which sma]]-samp]e studies can be designed_to discover why the
identified systems -dynamics occur. The discussion therefore, wi]] ‘
. ‘ ‘focus on 1mpﬂ1cat1ons that can be fru1tfu]]y applied to_directing

finer-grained exam1nat1on5-of cutback management in 1nst1tv ions o

[y

3 h <
o

. higher education.

First, the'resu]ts suggest that the concern with across-the-board
N : ' . N .
cuts per se is misp]aced. ‘COntrary‘to\cdlhentiona] wisdom, the results i <<

show xhet‘across-the-board cuts are the exception rather than the rule -

-

in colleges and universitfes. 'Nha the findings\suggest'is that a more
appropriate question for bdth administrators and researchers would be: .
How much reallocation is needed in order to rea]1gn an 1nst1tut1on ‘to a
changlng env1ronment? The f1nd1ngs also show ‘that a]though’most

‘1nst1tutlons_rea]]ocated resources to some extent ‘as revenues declined,

-

. the proportion of resources reallocated vaslfair]y minimal. Five R ?“ﬁc

\

> percent or less of institutional resources were rea11ocated:¥q over 50 -;va'v '
percent of. the“cases in the samp]e. Th1s suggests that more 1ntens1ve
stud1es on sma]] samp]es‘ﬁ? co]]eges and un1vers1t1es shou]d focus .on

the re]at1onsh1p between the extent to which resources are rea]]ocated

[y

and the subsequent effect1veness of 1nst1tut1ona] performance. » . 3

»

Second, a number of structural factors--those over which

adm1n1strators have little control such as 1nstatut1ona]"contro] and

e

s

type--have significant effects on reallocation behavlor. Future

small-sample studies should attempt to determine more precjse]y why .

17
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B ‘ .» ’ T ( C. * v ) .
' such factors exert a constraining influence on administrative behavior.
— ‘ . . B .
PR . i\ - . ] T . L, :
' ' In the same vein, it' would also be useful to determine how such factors =

constrain the options‘open to'administratbrs”in the proceSS-of cutback

[

management The ana1y51s of where cuts and rea]]ocatlon occur among

the functlona] areas are suggestlve in th1s respect

W - Consider the difference between the genera] tendencies of'private
¢« and pdb]lc 1nst1tutlons as represented by the 1nstruct1ona] ®
L ,expend1tures curves, Rea]]ocatlon to instruction 1ncreased in public

%nstitutions\across the cont1nuum of decreasing revenues. In contrast
reallocation to 1nstructlon 1ncreased across part of ‘the revenue range
- for private 1nst1tutlons then decreased as revenue: 32c11ne became more
severe. This difference may be re]ated to d1fferences in the major
source of revenues in pub11c and prlvate 1nst1tutlons. Prlvate ‘
E ‘-‘“ ~1nst1tut1ons are more dependent on tu1t1on and fees as a -source of
income than are pub]lc 1nst1tutlons wh1ch re]y more.heav1]y onJ{
< government appropr;ations. As a. result the pressures on private
1nst1tut1ons to recruit and retaln students dur1ng a perlod of
dec11n1ng revenues are more intense than for public 1nst1tut1ons./‘Th1s

SN o

in turn may exp]aln some of the d1fferences ‘inthe resource S
rea]]ocatlon patterns observed for pub]lc and pr1vate 1nst1tutlons.>

Two of the four areas to wh1ch resources tended to be rea]]ocated
e _
in pr1vate 1nst1tut1ons were student serv1ces and plant malntenance.

.

<Student serv1ces is by definition re]ated to student recruitment and

-

retentibn. P]ant maxnten@nce is related to retentxon 1n that the
1
phys1ca1 climate of a re51dent1a] campus which is characteristic of

-most’ pr1vate\nnst1tut1ons, js an important factor in-attracting and

ST S | -




retaining students. Thus thesq(support.areas may become critical to
the'continﬁed viability of a private institution as revenues decrease.
The decrease observed in the Jnstructional expendltures curve for-

- private 1nstitutlons as the severlty of ‘declining revenues increases - -

-

may in part be re]ated to the diversion of fuhds to these other areas.

At the same t1me, it should not be 1nterpreted as a de facto

-

diminuatjon in the quallty of instruction at pr1vate'campuses as they
experience decreasing revenues. Rather, it may again ref]ect' -

d1fferences in the opt1ons open to admlnlstrators at’ pr1vate and pub]lc

1 N , «

1nst1tutlons.

For example, it appears that administrators in private
“institutions have more 1at1tude in mak1ng academlc program changes than

do the1r counterparts in public 1nst1tutlons. 0ne factor is the ' #} -

greater tendency for facu}tles to be unionized at pub11c 1nst1tut1ons,-

0

Uwhlch limits admlnlstratlve dlscretlon 1n mak1ng program changes. . T

gAnother factor is that adm1n1strators at private 1nst1tutlons appear to 4
: be more sensitive -to market demands for educat1ona1 serv1ces ‘
'(Somerv111,¢1983). Thus one 1nterpretatlon of the instructional-
expendjture curyes‘isvthat pruning in-instructiona] areas, such,as the
disconttnuation of‘low demand programs, occurs moreffrequent]y in
private as compared to pub]ic institutions. This may_result in an
overalf decrease tn the proportion of total expenditures a]]ocated.to.
' instruction, while at%the same time result?in a strengtheﬁqng of the

’

1m7rema1n1ng programs and the prov151on of resources to other areas of
|

:operatloh F1ner gra1ned research on cutback management is, needed to

determlne the extent to wh1ch factors such as these operate to create

.'," !
|

a
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‘oitterences'in the?options open to administrators'jn pub]3c‘and prtvate
institutions. L . o o i |
Moreover whtle this“large;sampae study has identified'patterns of
' . | resource a]locat1on more 1ntens1ve small sample studxes should bg
darected toward explainirg var1at1ons 1n real]ocat1on behav1or across
1nst1tut1ons. For’ examp]e, what 1nst1tutlon spec1f1c factors constra1n
rea+%ocatloq3 Some cand1dates include the demograph1c compos1tlon of
,staff_and facu]ty (Pfeffer,'1983), partlcularlgjln the ‘extent to which
the. facu]tyfof the\%nstatution is'tenured Slm11ar1y, the power |
conf1gurat1ons and coa11t1ons that form w1th1n an 1nst1tutlon may have ‘e ;
~ a major impact on decisions about how tﬁe~1nst1tutlon can reatl%2¥ e
7 ;

' resources (Pfeffer and Salanc1k 1974; Salanc1k and Pfeffer, 1974;°

P '_ Beyer, l982) Do 1nst1tutlons that have relative equallty of power -

-‘s-_ *-among dlfferent academlc units have atgreater propensity make

N rea]locatlons of resourcesvln a way that best reflects the 1nterests of
the 1nst1tutlon? Or does a concentratlon of phwer resu]t 1n,the .
protectlon of vested_1nterests at the expenseJof the long-term

interests’of the institution? ‘
One area that a study of this‘sort could not examine because of "4‘

j &he 1imitattons of the~data}base employed is how resources are

'Leallocated among aca;emicbprggrams This is an important topic, and

t has been 1dént1f1ed as one of the major areas in wh1ch 1nst1tutlons

gan make strateglc responses to declining revenues and enro]lments

-QQT(Zammuto Whetten, and Cameron, 1983). Same of the relevant questlons

"that need to be examined are: To what extent are resources shifted

frrom one program to another in response to changing revenues and

(é,

enrollments? Are there differences between public and private

T 2 . . 3
» i k]
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| institutions, as suggested”above in theQr ability to rea]]ocate
résources among programs, and to make maJor changes in the1r
configuratlon‘of programs? pr do power distributions among facufties'
affect the abi]ityad? administrators to selective}y cut and rea]locate'
neeéurcesiamong different academic areas? Finai]y, what is the ovenall
';1mpact of :jallocation and program modification cn'ﬁne abfﬁity.of an’
institutiof™to attnact-revenues and enro]]ments in later‘years? N
One can conclude that thls study has ra1sed as many questions as

it has answered, whlch 1nd1cates the va]ue of large scale studies 1q

' gu1d1ng the dlrectlon of future research By understand1ng the genera1~

K N

dynamics within tne system, better se]ectlon of re]evant problems for

e S

. future research can be made. And, the overview of‘general dynamlcs L

L]

" creates a context within which the f1nd1ngs of 1nten51ve,_sma1] sample
studies can be put 1nto perspect1ve. Concre?s guldel1nes on cutback
 management for admlnlstrators cannct be deve]oped unt11 there is an "
understanding of how the system operates in a genera] sense nor untlt‘/
f1ner -grained studles prov1de 1nformatlon on why institutions vary from

these general pattérns of behavior. This study is but the first step

in creating this type of understanding. ’

21
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. FOOTNOTES -

”
'

: . N N J
1Jick and Murray (1982) include. bo he severity of a Hﬁduct1on in e
funding and the relative time pr sures imposed on an organizatiop in
their typology of cutback crises.’ The gengeral logic’ COncerning tﬁé
sevenaty of decreasing reyenués made in h othesis- 1 is consistent with
their model, but thg‘d ‘dimension ‘of time pressure has not been
included. e reas eliminating time pressure from the scope of
the study #as that it ¢ould not be examined within the context of the
HEGIS data base. * , . -

: ,.; E | T
2Th1s 1s ‘a rev1S} n1st }nterpretatlon of Murray, J1ck and Bradshaw
(1983) ;. who .classffy a

"é'i
d

1ﬁ§ tactic. The argument made here is
that across- théqbqard cutsi-are a passive response to declining } evenues
that resuit in afpgggga].53a1cdt1on\of respons1b1*idy for making cuts. ®
As a pdssive ré€pdnse, . 3t7g¥p-the-poard tuts ofteMydelay "tougher”
adm1n1strat1ve dltg§1bn5w Ut resource real Mocations. .
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APPENDIX

. .:’ - . ‘.- . . . - B .. '.‘ P
» , :_' Current Fund Expenditure and Mandatory Transfer Classifications

E-

This appendix provides a brief overview of the types -of
expenditures that are classified within each of the ten functional
categories. Theg information ‘is abstracted from Allen (1980), and : R
. readers’ 1nteres,ed in a more comprehensive breakdown of the categorles _
"y oare referred to that source. _ - .

2

'Instructlon'

P Inc]udes expend1tures for a]l _activities that are part of an
# Tinstitution's instructional program. ~The following types: of activities
" are.included in this category. . -

- -General academic instruction : , . L
" -Vocational/technical instruction / ) . : e

-Special session instruction ' S - ’ o
; -Community education ' . o _ . '
] -~ -Breparatory instruction - - B e
; . ) L. .
Research . > '1 T - : - *;

&

Includes all expend1tures for act1v1t1es spec1f1ca11y organ1zed to
produce research outcomes, whether commissioned by an agency external
Tto the 1nst1tutlon or separate]y budgeted by an organlzatlonal unit

LA I-ll l)

, category are:

-Institutes and research centers : :
-Individual and project research ' | . _—

7 Public Service

Includes funds expended for activities that are established - ' ,
primarily to provide noninstructional services that are beneficial to .
individuals and groups external to the institution. Activities in this

’ category »include: = N _ ‘

-Community service™ | ' _ “ .

-Cooperative extension progr:amsL , ‘ B

-Public broadcasting services - o

i Academic :Support ,. _ . \
Inc]udes funds expended primarily for support services fdr the ‘
“institution's primary missions: instruction, research, and public
serv1ce.' This category includes the fo]]ow1ng types of act1v1t1es-'-

- - . v S
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.- .~Museums and gallaries
-Educational media services
-Academic computing support ~ .-
-Academic administration,k '
-Academic personnel deve]opment
-Course and curriculum development

Libraries

Includes expenditures for organ1zed ai!'vities that-directly -
-support the operation of- a -catalogued or otherwise classified
. collection of pub]lshed material. T

. Student Services I R

Includes funds expended for offices of recruitment, admissions,

' and the registrar, and those activities whose primary purposéils to
_contribute to students' emotional and physical well-being and to their
intellectual, cultural, and social development outside the context of
the formal 1nstruct1on program. This category includes the following

types of act1v1t1es. S -

-Student services administration
-Social and cultural development
-Counseling and career guidance
-Financial aid administration
« -Student admissions
. =Student records . _ § e
-Student health services .-

e

Institutiona] Suppbrt ' \ R

Inc]udes expenditures for central’ executlve level act1v1t1es,
financial management, administrative data processing, space
utilization, logistics, personnel management, and community and alumni
relations. ~This category includes the-fo]]owing types of activities.

-Executive management = ' \
-Fiscal operations . '

-~ '-General administrative and logistical support
ZAdministrative computing support
-Public re1at1ons/deve]opment

Plant Malntenance

Includes all current funds expenditures for the operation and
. maintenance of the institution's physical p]ant This category
1nc1udes. , o

-Physical p]anttadministrhtion_ .
-Building maintenance :

-Custodial services
~Utilities - AR




Y .

-Landscape and grounds maintenance -
_ =Major repafrs and -renovations

Scho]arsh1ps iﬂ Fe]lowsh1ps

“Includes expend1tures for scho]arsh1ps and fe]]owsh1ps in the form
of outright grants of the recipients are selected by the institution
and the award financed from current funds, including Supplemental

Educational Opportunity Grants. Both mer1t and need based awards are
included.

-

‘_Educat1ona1 and Genera] Mandatory: Transfers

L
Includes transfers from.current funds tp other funds arising out
of binding legal obligations related to the financing of the
educational plant, and 2) grant agreements-with external agenc1es and
1nd1v1dua1s. This category includes:. - .

- -Provas1on for debt service on education plant
~Loan" fund matching grants : ‘ ‘
-Other mandatory transfers, such as the Federa] Co]]ege Nork-Study
- Program ‘ _ .. .

/ﬁ .
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