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INTRODUCTION

This report summarizes the work done to date under a grant from
the Ford Foundation for the study of resource allocation in unive rsitiee.

To refer to what we have tried to do as a "'study" is somewhat mis-
leading, however. From the beginning we have conceived of this effort as
a ""demonstration project' intended to show what could be done -- and also
what could not or ought not to be done --ﬁtn applying systematic techniques
of analysis to actual problems of resource allocation in a particular univer-
s1ty setting. Thus, while we have addressed ourselves to conceptual issues,
we have not done so in i{he abstract; nor have we been able to avoid devotmg
a great deal of our effort Lo the highly specific and detailed tasks involved in
moving from general concepts to eperational decisions.

We do not claim that this is the only proper way to study resource
all.ocation in universities. We do think, however, that in attempting to de-
velop any new system of budgeting and financial planning there is much to
be said for accepting the discipline that comes from coping with problems

of implementétion_ as well as problems of conceptualization. In any event,

in our own situation we think that we have learned a good deal about the lim-"

itations, as well as the advantages, of more analytical budgeting procedures
as a result of having had to be more or less prectical.

It seems right to direct attention to this general characteristic of our
work at the start of this Introduction because of its pervasive effect on all
that follows. In particul_ar, some readers may. find that the report contains
more detail .and mor'ed,iscussvio'n of apparently minor matters than is of in-
terest to them. We ha've tried to ininimize this problem by presenting a de-
tailed table of contents and a kind of "reader s guide' to facilitate selective
reading and the skipping of sections. Still, the basic nature of the report
has been dictated by the decision to conduct a demonstration project rather
thavn to engage in a more general study, and there is no avoiding the expo-

sitional consequences altogether.
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A second, related, characteristic of this report is. that it deals with
techniﬁues and methodology in the context of particular bud'getary' problems
importa-mt‘ in one institutional setting at one point in time. l/ Thus, there is
no doubt more discussion of data and issues of policy specific to Princeton
than is desirable from the standpoint of most readers. This, too, is a price
of concreteness. Our hope is that the interi)lay between substance and tech-
niques of analysi_s will serve tﬁe useful purpose of emphasizing that the na-
ture of the approach taken to the preparation of a budget must depend on the
financial and institutional situation at hand. Itis a mistake, in our view, to
suppose that there is one budgetary system that will suit all occasions.

A final general characteristic of the report to be noted is that most
of the work which it describes is still very much in progress. This is par-
ticularly true of the work on program budgeting and long-range planning. »
What we present here must be regarded as current thinking on our part, very
much subject to change, elaboration, and, we hope, improvement.

The body of this report consists of four sections. The first section
deals with the process of budgeting at Princeton as it has evolved over the
last four fiscal years. After a brief discussion of the functions of all budget
systems, we describe the main features of the budgeting process as it existed

at Princeton, and presumably many other colleges and universities, during

: l/ This report does not contain any discussion of the factors causing
the financial problems facing virtually all colleges and universities. For
a good recent study of this subject, see Earl Cheit, The New Depression
in Higher Education, McGraw-Hill, 1971. The views of one of us on the
underlying. financial problem, looked at as of the spring of 1967, are stated
in The Economics of the Major Private Universities, published as a report
of the Carnegie Commission on Higher Education. A slightly revised edi-
tion, containing data for a larger number of private universities, was pub-
lished by the Joint Economic Committee in 1969 in the compendium titled
The Economics and Financing of Higher Education in the United States.

P
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the 1960's. In this way we try to establish a point of reference for the
much more detailed discussion of the budgeting process as it now exists.
We make no attempt to catalog each of the intervening stages of what fe-
mains an evolving system, for this would be much too tedious; but we do
call attention to the major lessons learned from early mistakes. The dis-
cussion of the present budget process includes samp'les of the forms used
to collect and analyze the data underlying the 1971-72 budget as well as a
fairly detailed account of the decision-making procedures. (We use the
1971-72 budget, rather than the one for 1972-73, for purposes of illustra-
tion because we analyzed more areas in greater depth that year than in the
following year. ) .

Section II of the report consists simply of a reprint of the Report of

the Priorities Committee to the President: Recommendations Concerning

 the Budget for Fiscal Year 1971-72, which was completed in January 1971

and subsequently distributed widely. This document is included here in its
entirety for three reasons: (1) it shows where we came out in terms of sub-
stantive proposals and indicates the principles that guided us; (2) it shows
the form in which we presented our views to our own students, faculty, sfaff,
Trustees, and alumni; and (3) it serves as a convenient point of reference
for the discussions of procedures and methods of analysis contained in the

other sections of this report.

Section III consists of the 1972-73 Report of the Priorities Committee

to the President. This report shows the poéition of the University budget one

year later and contains some comments on conclusions reached and lessons

learned in the intervening period.’

Whereas Section I deals with the process of annual budgeting, and

Sections II and III describe the results of that process for 1971-72 and 1972-173,

Section IV deals with program budgeting and long-range plannmg While it
contains references to the discussion’of the annual kudget cycle, and is in-
tended to complement it, we have tried to make th1s section more or less

\

independent of the earlier d1scussmn so that 1t can be read on its own by
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people who are interested mainly in the applicability of program budgeting
to universities. This section contains some tables and calculations show-.

ing the distribution of expenditures and income among broad program cat-

egories; however, as in the first section, we are more interested in describ-"

ing a general approach than in trying to present "hard data" on the economic
characteristics of universities.

Finally, a word about those aspects of our work on resource alloca-
tion which are not included .in this report. In addition to the work on budget-
ing which is reported here, we have done special studies on: (1) planning for
coeducation; (2) teaching methods and teaching loads at ten colleges and uni-
versities; (3) class size and precept size at Princeton; (4) the definition of
endowment income.and the treatment of capital gains; and (5) the economics
of dining and dormitories at Princeton. Brief mention is made here and
there of some of these speciul studies, but it did not seem worth reproduc-

ing them here because they are more specialized in ¢haracter.

¥ %k %k %k ¥k %

This has been very much a collaborative effort, as it continues to
be, and we shall mention infthis acknowledgment only those individuals who
have been most directly involved in the project. First, we are indebted to
Ricardo A. Mestres, Financial V1ce-Pres1dent and Treasurer of Princeton
until July 1972 for his support encouragement and, especially, insight
into the subtle» relationships betweensthe academic and administrative sides

of a university. Second, we wish to record our thanks for thehelp rendered

-by our research colleagues in the Office of the Provost: Elaine Britt, who -

did a great deal of the work on program budgeting; Irene Goldfarb, who did
most of tne‘programming on CAFSIS and in connection with the program

budget; Sandor Legrady, whose exceptional programming abilities enabled
us to move from general concepts to an operating system; James Mnookin,

who did many of the spec1a1 studles and who also played a central role in the
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work of the Priorities Committee; Mary Procter, who worked particularly

on the economics of dormitories and food services; Richard Spies, who has

also worked on a variety of special projects; and John Young, who did much

of the programming connected with space utilization. Third, we want to ex-

press our appreciation to those persons in other offices whose patience we

tested so sorely on many occasions: Bruce Finnie, Registrar; James Litvack,

Assistant Dean of the Faculty; John Ostrom, Associate Controller and Asso-

ciate Director of the Budget; Wilbur Young, Controller; and the staff of

Princeton's Administrative Systems and Data Procassing Office. Finally,

we want to thénk the members of our clerical and administrative staff for
service and forehearance beyond the call of duty: Sally Danko, Doris McBride,
Velga Stokes, and Cleo Walter.

Princeton, New Jersey
June 1972
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. _THE BUDGETING PROCESS AT PRINCETON

A. Preamble: The Functions of a Budget System

At the outset a few words need to be said concerning our conception
of the functions of a budget system and how this conception relates to the
emphasis of this section of our report. We begin with the premise that a
budget system is an instrument that must serve three principal functions
in connection with decisions on the allocation of the resources expected to
be available in the budget years:

1. It must facilitate the formulation and makmg of such
decisions.

2. It must be capable of recording them.

3. It must be usable for the execution of these decisions
during the budget year.

Our principal concern in this report is with the first function, and

. we shall have little to say about the latter two functions, important as they

are. The functions of recording and executing the budget are among those
trad1t1ona11y performed by the Controller, for it is the Offlce of the Controilas-

that records the allocations made to each of the budgetary units, maintajins

~ the accounts for each unit, and in general sees to it that funds are spent only

for a_uthbrized purposes. Then, the process of executing budget decisions
leads naturally into reporting the financial results at the end of the budget
year. These are essential funétions which must be performed by any insti-
tution in controlling the resources that pass through its hands, and in the
course of our own work we have become increasingly aware of how c.™cial
it is that these tasks be done well. S:ill, they have little to do directly with
the guality of the allocation decisions themselves, and it is the process of
formulating and making these decisions which concerns us most. This em-
phasis is bésed on the conviction that at most universities it is the process

of arriving at budget declslons not the process of recordmg and executing

' them, that most needs 1mp orement.

11




""’4‘."\‘3'\‘“.-‘"5" .‘E’.‘-“)’If‘f.‘ﬁt’é SRR Ry K it s pasb e

R T AT 2L A 30 T TN ST A L DOt o e ST I NG St b BAL e (TR T TN T St v it s o S

However, we warn against overstating the separateness of these
functions. While it is poésible to distinguish functionally between the tasks
of the Controller and the tasks of those charged with deterfnin?'ng the, con- |
tent of the budget, it is imperative that there be the closest péssiblé ‘;;-oorj )
dination between the functions. In fulfilling the first function, a budget sys- ]
tem must pose questions of allocation in a manner susceptible to analysis
and interpretation in terms of the goals of the institution as these may be
reflected in the budget year. The budget system must also pose these ques-
tions, however, in such a way that, once answered, the decisions reached
can be implemented through the administrative machinery of the institution.
This simple .and rather obvious point deserves emphasis because it is so
tempting to ignore the constraints that such concern for impiementation im-
poses on the decision-making process. Giving in to this temptation can in- |
volve heavy costs. This is one of the first lessons we learned, and it seems
worth stating it,- éven in general terms, before beginning our detailed discus-

sion of the budgeting process at Princeton.
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B. Budgeting in the 1960's

The point of departure for our work on university budgeting was
the budget system in use at Princetoh in the 1960's. We shall first de-
scribe this system, paying particular attention to the time schedule and
the location of decision-making responsibilities, and then comment on its
strengths and limitations énd the reasons why some changes seemed neces-
sary. While we have made no attempt to survey budget-making processes
~ at other colleges and umversmes, our nnpressmn is that many other insti-

tutions followed procedures roughly sunﬂar to the ones outlined below, at

least until the last few years.

Description of the Process

The fiscal year at Princéton runs from July 1 to June 30, and each
fiscal year is referred to in terms of the calendar year in which the f1sca1
year ends. Thus, we refer to the per1od July 1, 1967 - June 30, 1968, for
example, as "F1sca1 Year 1968" or simply as "FY 68."

During the 1960'5 the annual budgeting cycle lasted about ten to eleven
months. It began in the latter part of the summer preceding the fiscal year,
went on throughout the academic year, and ended in June, shortly before the
étart of the fiscal year. Major decision-making responsibilities inside the .
University rested‘almost exélusively with three individuals: the President,
the Dean of the Faculty, and the Finéricial Vice-President and Treasurer.
(The position of Provost was established in the spring of 1966, and the Dean
of the Faculty was the first incumbent, holding both positions simultaneously
until July 1967; however, the establishment of this new position did not really
affect the budget-making process prior to the spring of 1968, when work be-
gan on thé budget for Fiscal Year 1970.) ‘

In general outline, the budgeting processlwent as follows:

--During the summer the Controller and the Financial Vice-

President and Tre'as_urer estimated the amount of new income that would

be 2vailable in the next fiscal year. This estimate was the sum of a number

13 .

Lirits ertirio k Whmanirn o ioein e

“fage




- of components: how much new endowment had been received ; the expected

' increa;e in the yield on e:‘-:istiné endowment; expected reimbursements of
indirect costs foi- sponsored fesearch (which rose steadffy throughput the
early and middle 1960’34); any anticipated increase in income from tuition
and.student charges; and, finally, some estimate of increased gifts to be
used for current purpcses. These were all.very rough estimates. Together
they constituted the pool which had to cover the major budget increases for
the year. It sufficed to think in tez:ms of this simple identity between incre-
mental increases in income and in expenditure because the operating budget
in the previous year was almost always more or less in balance during the
1960's.

--Meanwhilé, the Dean of the Faculty was studying AAUP fig-

ures and other data to arrive at a determination of the size of the salary

increase pool to be recommended for the faculty for the budget year. His
assessment of the salary situation was discussed with the President and
the Financial Vice-President and Treasurer, and a recommendation con-
cerning the size of this pool was thén made to the Finance Committee of

the Board of Trustees for its approval at a meeting held early in the fall
| (usually in November). After action by the Finance Committee of the Board,
the Dean of the Faculty informed departments of the limits within which they
were to make salary proposals for individuals. Thus, a firm decision of the
overall amount of salary increases for faculty preceded all other expenditure
decisions.

--Next, the Dean of the Faculty reviewed all requests from aca-
demic departments for new tenure positions, to be filled either through pro-
motion or throtigh appointment from outside the University. Requests for
new positions, supi)orted by narrative memoranda, had to be made by aca-
demic departments no later than October 15, and replies to these requests
were expected shortly after the announcement of salary increase pools. Hav-
ing completed his review of all proposals for new tenure positions, and hav-
ing also reviewed openings pfeviously authorized but as yet unfilled, the .
Dean of the Faculty consulted with the President and the Financial Vice~-

President and Treasurer, but principally;_with the former, and departments

14 I
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were then told what new fenure positions were authorized for the coming
year. ;I‘his was the second main category of expenditures to be settled,
and in this case the decisions taken were not submitted to the Finance Com-
mittee of the Board for approval.

. -=In a separate and less formalized process, carried out at
various times throughout the year, academic departments made requests
for additional manpower at the non-tenure level. The Dean of the Faculty
judged these requests on the basis of his long-standing knowledge of the de-
partments and on the basis of statistics concerning enrollment trends, leaves
of absence, and so on, which he maintained in his office.

--Salary pools for non-academic staff were usually determined
during January on the basis of a recommendation by the Director of Per-
sonnel, a review by the Financial Vice-President and Treasurer,. and a de-

‘cision by the President. These salary pools were then translated into rec-
omniendations for individuals through a process administered by the Director
of Personnel. Individuals were notified of salary actions in June. _
~~=The remainder of the budget of each academic department to
be charged to general funds, consisting mainly of requests for administrative
and clerica‘li"personnel and operating expenses (telephones, stationery, etc.),
was settlgd through a series of personal interviews between departmental
chairmen and the Financial Vice-President and Treasurer, who was aided
by the Controller and the Director of Personnel. These interviews took place
during March and April. (No mention is made here of budgetary provision
for professional research and technical staff since there was no control over

such positions in the form of authorized slots, the only rule being that such

N

staff could not be appointed, except in very special circumstances, unless

they were charged directly to research contracts or restricted funds. )

[

-=The budgets of the Library, the Comptier Center, and all ad-
mninistrative departments were also determined by the Financial Vice-
President and Treasurer, through a series of meetings with department

~ heads, and these meetings normally occurred during April and May. In the

case of the Library, the Financial Vice-President and Treasurer consulted
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with the Dean of the Faculty; in the case of the Compute~ Center, he con-

sulted with the Chairman of the University Research goard and the Dean of

the Graduate School; and, more generally, he discussed all important

questions of policy with the President.

--Expenditures for undergraduate student aid were determined
sepérately from the operating budget of any department or group of depart-
ments b); the Financial Vice-President and Treasurer on the basis of a rec-
ommendation by the Director of the Bureau of Student Aid. Again, any major
policy questions wére brou_ght to the attention of the Presideﬁt.

‘ --Similarly, the Dean of the Graduate School made recommenda-
tions concerning fellowship and scholarship support for students under his
jurisdiction, and these recommendations were reviewed and acted on by the
Financial Vice-Presirent and Treasurer, in consultation with the Dean of

the Faculty and the President if this seemed appropriate.

-=~Decisions on tuition, room rent, and board charges were made

during the caurse of the year as adjustments seemed necessary; however,
every effort was made to announce these decisions early enough to include
thein 1 materials sent out to prospective students. Responsibility for mak-
ing a recommendation concerning tuition rested with the Financial Vice-
President and Treasurer, who always discussed a matter of this importance
with the President. Formal approval by the Board of Trustees was also re-
quired in the case of increases in tuition. Recommendations concerning
other charges usually originated with the operating departments (Dormitory
and Food Services, Real Estate, and so on) and were then reviewed by the
Financial Vice-President and Treasurer and the President.

--Throughout the year, the Controller kept track in gross terms
of the commitments that were being made against the new income that had
_ been assumed at the beginning of the year. He reported periodically to the
Financial Vice-Prgsident and Treasurer, who used these reports as rough
bench marks in evaluating budget proposals. .

--At the beginning of May, the results of all the decisions con-
cerning the budget for the fiscal year to begin on Juiy 1 were collected,

16 )
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department by department, by the Office of the Controller. They were
combined with the associated income into an extremely detailed document
titled "The Princeton University Budget." This document, suitably summa-
rized, was presented to.the Finance Committee of thé "Board of Trustees
for formal action at its May meeting. Usually, the Committee had seen
and approved a rough preview of the budget at its April meeting. The com-
plete version of the budget, containing line-item detail (iﬁcluding individual
salaries and the accounts to which they were to be charged), was then used
to monitor expenditures during the fiscal year. |
. --Finally, it should be noted that throughout this entire process,
but separate from it, requests for capital needs and for building space
associated with budget requests were collected and dealt with in terms of
the special funds available for these purposes. In particular, the major
maintenance of University buildings was budgeted against a separate
account, fed by annual contributions on a formula basis from the oper:ting
‘budget. ‘ |
This rather cryptic summary ignores many aspects of the budgeting
procéss which are of considerable importance, including the nature of the
data used to evaluate budget proposals and the nature of the information sys-
tem used to generate raw data and to record decisions. Also, it fails to
record a number of improvements made in the systém, and especially the
fact that during the '1960's important steps were taken to transform what
had been a manual system of accounting into a partially automated system.
Still we believe that the above summary conveys a sufficient sense of the
principal features of the budgeting process in being when this study began,

to permit comment and evaluation.

Comment and Evaluation L

The udiget system used prior to FY 70 had a number of important

advantages, some of which we have come to appreciate fully only after
having changed the system in significant respects.
First, it was simple and free of frills. Decisions were made, re-

-corded, and exécuted at minimum cost in terms of both time of individuals

R .
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and dollar outlays for computers, supplies, and so on. The system made
very few demands on faculty members -~ including departmental chairmen --
and almost none on students.

Second, responsibility for decisions was located clearly iri the Dean
of the Faculty, the Financial Vice-President and Treasurer, the President,
and, ultimately, the Board of Trustees through the Finance Committee.
There was no bureaucratic confusior, no ambiguity about who was meant
to decide what, and no opportunity to shift the onus for unpopular decisiuns.

Thn‘d the timing of particular decisions was based on when they
were needed (faculty manning early in the fall, in advance of the recruit-
ment season, expense budgets much later in the year, etc.). This featurn
of the system made it possible to spread the budgeting work thro ughout the
year while at the same time meeting the needs of the heads of departments
for decisions geared to their schedules.

The principal disadvantages of the system in use during most of the
1960’8 can also be summarized readily. In the main, they are the obverse
side of the features noted above.

The spreading of decisions through the whole of the year meant that
the various sorts of requests could not be treated as competing claims
against an overall limit of available resources. The rather sharp division
of responsibility between the Dean of the Faculty and the Financial Vice-
President and Treasurer, with the Dean of the Faculty making recommenda-
tions on the academic side of the University and the Financial Viee-President
and Treasurer on the non-academic side, also discouraged a single review‘
by a single group of all claims on University resources. (This disadvantage
was muted, however, in the case at hand, by frequent informal consultations
and by an exceptionally good personal relationship. )

Any system which does not permit more or less simultaneous consid-
eration of all major budgetary prdposals will suffer from some tendency to
respond to requests in part on the basis of their timing. Depending upon the
mood and nature of the administrators operating the system, early requests

might receive favorable treatment because funds seem to be available, with

i8
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late requests being treated more harshly because of commitments already
made. In a more conservative adminis"cration, on the other hand, the early
requests may fare more poorly than the late ones since the more conserva-
tive administrator will tend to hold back early in the year and be more gen-
erous later on, when it is clearer that some margin still remains.

Another disadvantage of the seriatim nature of expenditure decisions,
culminating in an overall budget statement showing tofal projected expendi-
tures and income no sooner than the April preceding the start of the fiscal
year, is that if the overall budget picture revealed by tue Apml totals is
unacceptable, the opportunities to make adjustments are severely limited.
This can be a serious problem, as revealed by the experience at Princeton
in preparing the budget for the fiscal year which began in July 1967.

In April 1967 a rough compilation of the budget decisions made in the
course of the previous eight months showed a projected deficit which the mem-
bers of the Finance Committee of the Board of Trustees judged to be too large.
The Financial Vice-President and Treasurer was instructed to make further

cuts before bringing the budget back to the Committee for approval the follow-

. ing month. There was not a great deal he could do, however, except reduce

Projected office expenses in various departments, rescind authorizations for
some non-academic positions, mostly in the clerical areas, and defer certain
projects to be undertaken by the Department of Plannmg, Plant,and Propertles.
Contmumg faculty members had already been told what salary increases they
would receive in the coming year, the rexruitment of new faculty was already
completed, the process of allocating salary increases to non-academic per-
sonr;el was so far along that it would have been exceedingly diffic;.llt to alter,
even if that haa been thought possible from a morale standpoint when faculty
salary increases were to be spared a second look, and it was much too late
to consider any major programmatlc changes. In short, the characteristics
of the budget process permitted only tinkering with the edges of the budget
and with items that happened to be handled late in the budget cycle.
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Implicit in what has already been said is another limitation of the
budget system existing at Princeton when we be gan this study: it was not
constructed along programmatic lines. The structure of the expenditure
and income categories was not conducive to considering budget requests in
terms of overall programs of teaching and research. Instead, the categories
were determined by the location of administrative responsibilities for certain
functions such as the maintenance of all of the physical plant, the oversight
of all housing, and so on.

Finally, the budget system described above did not encourage any
general sense of participation in decisions on resource allocation nof did
the process itself do much to build understanding within the University of
the financial circumstances of the institution. This characteristic is the
offset tc the advantages associated'with an informa!l process which is also
highly centralized.

We do not believé¢ that it is sensible even to ask whether, as a matter

of general principle, the advantages or the disadvantages listed above pre-

dominate. Although we' do believe that any budget system must serve the
three functions listed in the Preamble to this section, and that it is possible
to state general propositions concerning the theory and practice of budget-
ing, we are convinced that 'the correct inferences will vary from institution
to institution and, within a single institution, from time to time. Institutions
are groupings of people, with traditions» and customs and a variety of interests.
A system which facilitates the formulation and makiﬁg of budget decisions
must be responsive to the social and economic setting which is to receive it.
This is to say nothing more than that it must serve <the needs-of the particular
institution at the particular time in question. These needs are a function of
the general economic climate, the specific financial situation then prevailing,
the rate and pervasiveness of changes in educational programs, and the na-

ture of the decision-making proce ss within the institution.

In the context of Princeton in the 1960's, we think that a strong case

can be made in favor of the budget systera described above, however much

it may have varied from the generally accepted texibook model. It was well
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suited to the economic circumstances of the period, to the nature of the
changes occurring within the University, to the generally accepted views
regarding University governance, and to the particular administrative pat--
tern which had evolved at Princeton in the years after World War II.

To begin with the economic setting, it seems fair to describe the
period of the 1960's (with the exception of the last year or two) as a time
of relative abundance of resources. From 1957 through 1968 the Univer-
sity raised more money, both for capital needs and current purposes, than
it had raised in its entire previous history. Except for one or two years
(1967-68 was discussed above), the budget was balanced or showed a slight
surplus in spite of substantial increases in expenditures. -1-/ The result was
a dramatic incréase in faculty salaries, a marked increase in the faculty-
'student ratio as new appointments were made, and the general strengthening
of programs of study and research, especially at the graduate level. No ed-
ucational institution made up of aggressive and ambitious people, convinced
of the importance of what they are about, ever has enough resources to do
all that seems necessary -- let alone simply desirable. Neve  theless, the
volume of new funds obtained during this period was such that really difficult
and painful allocation decisions were umjecessary. The basic questions were
which new requests to grant, and in which order, not which activities to cur-
tail. There ﬁaé usually enough monej to approve importanf requests, even
if they came late in the year. In this setting, there was much to be said for
a relatively simple decision-making process. There was no felt reed for a
procedure which would emphasize at each step aiong the way intense com-
petition for very limited resources.

This was also a period in which the development of the University
largely took the form of increases in the depth and quality of established

activities. With two important exceptions -- the virtual doubling of the size

l/ See Figure 1 in Section II of this report for a year-by-year summary
of expenditures and income from 1959-60 to the present.

W." )
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of the Graduate Schocl and the rapid growth of sponsored research -- there
were no University-wide developments which required a detailed analysis
of their implications for all budgetary units. Thié féature too made it pos-
sible to get along without an elaboréte system of financial analysis. (It is
interesting to note that one of the two principal exceptions to tfnis general-
ization, the growth of the Graduate School, also caused an unusual number
of problems. _E:The expensis associated with this development tended to be
underestimated, and they were never brought fully under control, in part
because there was no real system fbr doing so. )

With regard to the nature of governance during the 1960's, and its
relevance to budget-:ﬁéking, the main thing to be said is that this was not
the era of pérticipation. - Faculty and students were not interested, by and
" large, in participating in decisions of the kind involved in the budget process.
There was, of course, a great deal of informal consultation, especially be-
tween the Dean of the Faculty and the President, on the one hand, and de-
parfmental chairmen and faculty advisory committees, on the other. But
there was no general désire for the kinds of formal mechanisms for faculty
and student participation that have been developed in recent years. For this
reason, and because of the particular individuals who happened to be involved,
the centralization of responsibility for budget~-making and the lack of a more
elaborate process for reviewing proposals were thought to be good things. In
retrospect it seems clear that the lack of interest in broader participation was
also due in no small measure to the economic circumstances. So long és it
was financially possible for most decisions to be '"positive' ones, there was
relatively little incentive faor faculty and students to get involved.

No account of the reasons why the budget system in use at Princeton
during the 1960's fit the setting would be even tolerably accurate if it did not
emphasize the roles played by two individuals: the Financial Vice-President
and Treasurer and the Dean of the Faculty. The "personal diplomacy" which
characterized the budget system during this period was possible in large part
because of the long periods of service and unusual pérson'al qualifications of

22
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The Financial Vice -President and Treasurer started with the University
in 1946 and brought to his duties an encylopedic knowledge of the finances
of the University, down to the smallest detail, a remarkable intuitive sense
of what the whole budget would look like when the dust had settled, and a ca-
pacity to made decisions and accept responsibility for them. The Dean of the
Faculty served in that position for twenty-one years and before that had been
a student at the University and then a member of the faculty. All but a rela- -
tively small number of the faculty had received their appointments during
his tenure as Dean and he knew them well as individuals and as colleagues.
This knowledge, as well as his understanding of the dynamics of each depart-
ment, served him imméasurably in making recommendations concerning new
tenure slots and 'departmentai manning in general. In short, the Financial
Vice-President and Treasurer and the Dean of the Faculty together possessed
a fund of knowledge and a sense of the University that permitted them to make

decisions without much of the formal paraphernalia or procedures that other-

. wise would have been needed. They also provided a continuity and stability

in the administrative structure which, in the absence of a more formal set

of budget arrangements, were indispensable. The situation at Princeton in the

1960's is a good illustration of the importance of tailoring any administrative

organization to the personalities and qualifications of the principals.

The Need for a More Systematic Budget System

By the time this study was begun (spring 1968), every one of the
factérs noted above had changed in important respects. And all of the changes
pointed to the need for a much more systematic budget system in the 1970's,

First, the period of relative afflﬁence in university finance came to
an end. Moreover, e had been convinced in the spring of 1967, somewhat
before the "financial crisis' was as widely discussed as it is now, that it“
was no temporary, one-of -é.-kind, shortfall in resources that had to be

countered. For reasons explained in detail in The Economics of the Major

Private Universities, we concluded that a new budgeting system had to be

developed which could cope with what promised to be a growing gap between
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needed expenditures and availaktle funds. Unhappily, this prognosis has '
come true, and with a vengeance. Indeed, events not anticipated fully when
our report was written in the spring of 1967 (the cutback in the rate of in-
crease in Federal support, especially for research and student aid, the
sharp drop in stock prices, and the general increase in tension between
university communities and potential supporters) have made immediate
financial problems even more serious than we forecast. In this setting,

it is essential to have a budget system which forces the simultaneous com-
parison of all budget requests and facilitates the making of painful decisions.

More systematic methods of analysis and i)lanning were also required
at Princeton at this particular time because of the strong interest in includ-
irig women students in the undergraduate college. Unlike many of the devel-
opments that had occurred at Princeton in the 1960's, this proposal was
bound to affect the entife University. Thus, the financiai implications of
coeducation required a more thorough and systeinatie analysis than that
given to earlier changes in the educational program.

At about the same time there was also mounting interest at Princeton,
as at many other colleges and universities, in new forms of participation by
faculty and students in 1;he decision-making process. It was obvious that
broader participation in the processes of budgeting and planning would be
possible only if there were a more formal system of budgeting and planning
which made it possible for individuals who had not been-immersed in all the
detail of University finances to consider the major alternatives and their
implications.

Finally, the retirement of J. Douglas Brown as Dean of the Faculty
and Provost in June 1967 had meant that the University could no longer draw
on the accumulated knowledge and experience of one of the two individuals
whose presence had made possible the kind of informal budget system then
in being. The case for developing a system which would be less dependent
on the ‘perv'ksonal knowledge and judgment of any one person was strengthened
by recognition of an impoxrtant fe.ct: in recent years terms ofueffice for senior
administrative officers of the length of Dean Brown's have become an increas-
ing rarity. In suach circumstances, an esta_blisheci system is the only way to

avoid chaos as responsibility tra%&rs_,from one person to another.
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C. The Budgeting Process at Present

A Brief Review of Work on the Budgeting
Process Between 1969-70 and 1971-72

For the reasons outlined above, we decided in May 1968, at the
outset of this project, that the need for reforms in budgeting procedures
was so acute that we should make a crash effort to develop a system
through which the budget for 19€9-70 could be processed. We thought
that the obvious risks -- distupting established procedures before new
procedures had been subjected to pilot tests, introdﬁcing changes without
adequate explanation, and, in general, trying to do too much too fast --
were outv}eighed by both thé immediate need for a more rigorous eval-
uation of budget requests and the prospect of learning from whatever
mistakes we made. P

The principal objectives of this initial effort were:

1. To revamp the budget schedule to permit simultaneous

consideration of all major competing claims on resources;

2. To establish review and decision procedures that would
ensure that the same group would evaluate all competing:
claims;

3. To develop a system for collecting and assembling budget
data at various levels of aggregation which would make it
possible to compare all budget proposals for FY 70 with
actual results for FY 68 and budgeted income and expen-

- ditures for FY 69;

4. To provide a means for analyzing faculty manning in all .
departments in the context of standard1zed measures of .
teaching requirements,

. In the main, these objectives were ach1eved Except for some
problems related to the treatment of sponsored research and certain
restricted funds (noted below), we were able to make explicit comparisons
of at least a rough sort among all competing claims for University funds
before any commitments were made. By forcing a much es.rlier time-

table for budget submissions, making use of automated methods of data
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collection and.summarization, and obtaining crude income projection's
about ten months before’ the start of the next fiscal year, it was possible
* to work with some "trial budgets" as early as November. The earliest
ve.rsions of the budget for 19(;9-70 revealed very substantial projected
deficits -- as much as $4 million. These projections in turn led to
substantial reductions in planned expenditures in many departments‘ and
the adoption of a much tighter budget.  And, by being able to reach these
~decisions in November and December, we were able to tell departments
what to expe ct far enough ahead of time to .permit them to adjust tolerably
well to their straitened circumstances. A
The drastic change in the schedule of the budget process which

permitted the above results would have been impossible without the intro-
| duction of a number of new forms and procedures. In spite of the haste
with which much of this work had to be done, some of the forms and pro-
cedures adopted initially have been retained. In most reSpects, ‘however,
significant modifications have' had to be made, and sincewe ‘will describe
" below what we now believe to be most useful along these lines, no good
purpose would be served by a detailed recounting of which elements were
preserved and which were. discarded ’ ‘

' More generally, there is no reason to say any more about what -
went ' 'right" with the first round of our work aimed at improVing budget
' procedures. There is, however, every reason to discuss two major :
mistakes made at: this time, Since there are important lessons to be
' learned from each o B L ,
| The first ma;]or source of difficulty stemmed from a deciSion, |
'-made in the interest of Simplicity, to exclude certain offsetting items of
income and expense from both Sides of the budget Direct expenditures
for sponsored research were by far the largest item of this kind (about
$23. million in FY 70) It was assumed ‘as’ had been the practice in
.’.'preVious years, that such expenditures would be matched on an in-and-

»--f\_"'out baSis by income from grants and contracts earmarked for particular

. The totality of{expenditures for sponsored research had to be
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) __estimated so as to provide a basis for estimating reimbursements for
indirect costs (an income item), but the direct expenditures themselves
and the associated income were excluded from the'budget summaries.

' Two other smaller ‘items were also'exclud'ed from both the income and
expense sides of the _budget because of the Controller’s traditional way
of handhng the funds that constituted these exceptions: restricted library
book funds and fundsrestr1cted for student aid. Because of these excep-
tions, the dollar totals with which we worked in pr_eparing the budget for
'FY 70 were in the $42 to $45 million range, whereas the total University
budget ended up in the $76 to $77 million range.

| In adopting this approach, the criti'cal' assumptions'we made were

that excluding these offsett1ng items would: (a) s1mp11fy the budget-making

process without affectmg the proJected deficit (or surplus); and (b) permit .

the same evaluation of other budget entries that would have occurred had
we been worklng with the real totals. Both of these assumptions turned
out to be bad ones. A | |
- The def1cu1ty w1th assumptlon (b) was that as we tried to make
harder assessments of the general funds that could be appropriated to
. }spec1f1c purposes -- e. g.s hbrary book purchases or purchases in an
academ1c department -- it was h1gh1y des1rab1e to know the total resources
' hkely to be spent for the obJectwe in questlon. And without /including the
' antlmpated expend1tures from sponsored research funds and from the two
sets of restr1cted accounts, “this was 1mposs1b1e in some mstances. Thus,
 even though the overall budget totals may not- have been affected by these
'exclusmns, the absence of a complete p1cture made it -difficult to make
o ,the kmds of programmatlc Judgments 1n areas such as student aid that are

'A'f_"now an 1mportant part of the budgetary process. ‘In a perlod when

BT resources were fa1r1y read11y avallable, and espemally when sponsored -
o jresearch funds and restr1cted funds mcreased each year, such careful

_coordmatlon was far less necessary and mlght not even have been worth '

: Needless to say, that has not been ‘

]
[y
3
3
{

e

PO T 1

A A i, o R MY Ay Bt a2 (5 AN




T L, B L AT T T ST LT, ST P o e 08 A0, A i 0t S 0 82

- 923 -

'Assumption (a) -~ that the overall deficit or surplus would not be
affected by these exclusions -- proved to be a source of even more serious
difficulty, in large part because it was but one aspect of our second major
mistake: we did not establish procedurss guaranteeing sufficiently precise
linkages between the data bases used for our analysis and the data bases
and accounting conventions used by the Controller. We paid dearly for
this error in approach, the consequences,of which were observable only
at the end of FY 69. At that time the books were closed on 1968-69 and
a line-item budget for FY 70 was generated by the Controller's Office.
None of us had expected the resulting figures to gibe exactly with the
estimates for 1968-69 (the current year) or the projections for 1969-70
(the budget year) with which we had been working for the previous ten
months. But neither had any of us expected differences of the magnitude
revealed by these year-end comparisons: for the current year," the final _
figures showed a modest surplus of approximately $300, 000 instead of
the deficit of $1.7 million estimated earlier, and for the budget year,
which was eiren more relevant from our standpoint, the line-item calcu-
lations of the Controller'shoWed a projected deficit of just under $200, 000
instead of the deficit of $1.5 million:vprojected_earlier. L

" Our failure to "marry" fully the new budgeting concepts and the

old accounting'concepts meant that we had to spend an extraordinarily
frustrating period of about two W'eek's reconciling the two sets of data.
| Actually, 1t became ev1dent rather quickly that the great 1mprovement
in results for the current year {1968-69) was due mamly to some once-
and- for -all developments that had little to tell us about the future. (In

: part1cular, there had been a sharp increase in Annual lemg late in the

' year, Government re1mbursements of 1nd1rect costs were hl.gher than
' ‘had been expected and the acqu1s1t10n of an: 1mportant p1ece of real
' estate meant altogether, an mcrease in mcome of about $750 000. Or .
‘:'}the expendl.ture s:.de, the budget for Plannmg, Plant and Propertrc ;3 vias

' underspent by almost $900, 000 pr1nc1pally because two ma]or R :_ ’

E _' ‘_ add1t10ns to the physucal plant the Mathematics Physms comp g and .
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Jadwin Gymnasium, had not opened on scheaule, and unfilled vacancies
accounted for the other savings.) It also was evident more or less right
away that the marked improvement ’:. ihe outlook for the 1969-70 budget
year was due almost entirely to in¢eases in income that were largely
exogenous to the budget-making process. (In particular, the University
concluded an agreement to %::i. computer time to the Geophysical Fluid
Dynamics Laboratory, the ¢stimate for Annual Giving was raised in light
of the favorable experience in the current year, and the estimate for
Government reimburiements of i.ndirect costs was also revised upward,
these actions togei;}-ier adding over $1 million of expected income. )

In sp_ite »t the fact that it was possible to éxplain the major sources
of discre_panr.éyrather easily, we were determined to account for the dif-

ferences ir detail and to understa.n_d offsetting changes as well as those

~ that pv lied in & single direction. Only in this way could we be sure we

unq"stood what was gomg on as a basis for dev1smg ways of improving

“{he situation into the future.- And pursuing the reconciliation of the two

sets of data in such detail did yield important insights, including: (1) a
much better understanding of the cycle whereby vacancies occur in certain
departments -- for example, in the Library; when spouses of graduate ‘
students 'depart -~ and then are filled after some lapse of time; and (2) a
recognit1on that excluding sponsored research expendxtures and income
did in fact make it much more d1ff1cu1t to est1mate the def1c1t accurately.
W1thout actually going through the process of budgetmg on a partial
basis it is hard to realize how many situations arise in which ignoring

what are thought to be offsettmg items causes trouble. For example, it

is hard to estxmate the cost to general funds of a proposed salary pool

expressed as a given percentage of base salames w1thout detailed knowl-~

‘edge of salames for partxcular categomes of personnel charged to spon-
- sored research budgets as well as to general funds. Also, we mis-
. est1mated the cost of 1eaves of absence because of a fallure to take account

I;_properly of the share of these costs borne by sponsored proJects._ Indeed

1t proved to be very diff1cu1t to take account of many interact;ons between
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‘direct charges and reimbursements for indirect costs in thé absence of
a unified budget.

Much more important than any o‘f these specific insights, however,
was the general lesson learned about the need for far closer cooperation
- and coordination with the Controller. As is noted below, we subsequently
made an important organizational change as a result of this lesson.

To complete the story of what happened to the budget for FY 70, '
'a_fter the new estimates for income and expenditure were checked thor-
oughly, we decided to recommend a further round of salary increases
for faculty and staff. Salary increases included with the original budget
proposals had been very small, in keeping with the "austerity" budget
being constructed, and the more _favorable- immediate financial outlook

enabled us to do better on the salary front. The additional round of -

salary increases, combined with more sophisticated estimates of savings
likely to be achieved because of vacancies unfilled for part or all of the

year, led to a revised projection for FY 70 of a deficit of approximately i

$600',‘ 000. Thus, we ended up with both larger salary increases and a
smaller deficit than originally anticipated. '

This relatively happy conclusion should not, however, be allowed
to obscure the unsatisfactory nature of this final episode in the 1969-70
budget process. Apart from the enormous amount of work entailed in |
reconciling the different sets of numbers, the episode was unsatisfactory
for more fundamental reasons. First and most important, intelligent '
planning and policy-making simply cannot occur when fluctuations of this
magnitude are experienced If we had known in November -- or even in

February -- what we were to learn in June, we would have been ina {
_better position to znake. conscious decisions concernmg the allocation of i
the additional sums available. Our belief is that the decision to put the

additional sums intosalary increaSes, which-was reached in June and

July, is also the decision which ‘would: have been reached had the improved _ § L

~ income pro;ections been available sooner. . Thus, it can be argued that we

ended up in- essentially the same place. This does not alter the fundamental 4
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point, however, and we left the 1969-70 budget exercise determmed todo

a better job of projecting income and expenditures in preparing the budget
for FY 71, , _ :

"A second difficulty with the kind of major shift in financial expec-
tations ~which occurred in June 1969 deserves explicit mention: variations
of this magnitude, especially in the favorable direction, can undermine
seriously the confidence of faculty and staff in the integrity of the entire
budget-making process. It is natural for departments being asked to
economize to suspect that an excessively gloomy picture is deliberately -
being painted to hold down requests; and an experience such as occurred
in June 1969 is bound to strengthen such interpretations. For this reason,
too, we were determmed to improve the accuracy of our projections.

Five specific steps were taken. First, we never again worked
with a "partial" budget excluding direct expenditures on sponsored
research and certain restricted t’unds. By including all anticipated expen-
ditures and sources of income from the beginning, including sponsored
research, we forced ourselves to worry about the consistency of the
whole set of estimates, Second, we established a regular schedule for

projecting income and then for. reviewing and if necessary rev"ising_ the

~ original estimates. Third, with regard to expenditures, we developed

a system of monthly reports on vacancies as one way of momtormg this

nnportant source of variation between budgeted hgures and actual results,

Fourth, we made a number of programming changes to insure consistency

of data bases_. Fifth and most important of all, we established a new
position of Director of the Budget and appointed to it a person who would
oversee the entire process, from start to end, and who would have some
supervisory responsibility for the section in the Controller's Office
working on hudgetary matters. | |

Thls last orgamzational cbange was accompa.med by a major effort

on our. part to do a better ]Ob of commumcatmg with the Controller's

Office - concermng what we were trying to accomphsh and to enlist their

vactwe help and. cooperation. Much of our early difficulty. stemmed from
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trying to move too quickly, and without adequate e'on'sultation,' from'the ‘

tradition of conservative budgetary estimates (Whereby the Contr611er
tended to be cautious in estimating income and to treat maximum exposure
as the measure of likely' expenditures) to a new mode of projecting in which
a premium was put on being as accurate and as up-to-date as poseible.

This fairly extensive account of parts of the 1969-70 budget process
has ©2en presented here because of the- general lessons which it seems to
reveal, The 1970-"71 budget process, on the bther hand, waa sufficiently
similar to the process followed in worl;:ing on the 1971-72 budget (described
in detail tielow), that almost no special comment is necessary. Suffice it
to say thai in developing the budget for 1970-71 we improved various forms
and procedures, as well as some of the computer programming, we
worked with a complete budget including sponsored research from the
beginning, and we managed to do a far better job of projecting. The final
results for 1969-70 were within about $300, 000 of what we had expected,
and the budget projections for 1970-71 were revised frequently as more
recent information became available.

Perhaps the most important new development associated with the

preparatlon of the FY 71 budget was the estabhshment of the Priorities

bers, and‘admlnlstratwe officers charged with advising the President on
resource allocation. The Priorities Committee has continued to serve as

the principal organizational vehicle for ‘discussing major budgeting alter-

are described in detail below,

The other’ thmg to'be said about the budget for FY 71 is that, in its
f1na1 form, 1t env1s1oned a deficit of $2. 5 mllhon. _ Thls was by far the:
largest deflcit ever pro;ected at Pr1nceton, and while those of us involved
in the preparatlon of this budget saw no acceptable way of domg better for
1970- 71 we also knew that we. simply had to do better for 1971-72, It was
agamst th1s somber background that work began on the FY 72 budget.

‘4
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The Budgeting Process for 1971-72:
Objectives and Time Schedule -

Objectives. -=- Just how much better we had to do for FY 72
became very clear right away. On the basis of crude preliminary pro-
jections made in late summer of 1970, it seemed likely that the $2.5
million gap between incomé and expense projected for FY 71 would widen
to something like $4.5 million in FY 72. These projections were hypo-
thetical -- they were made before any of the spending requests were in
hand, and they presumed a set of judgments (not yet in fact made). about
tuition levels and other important determinants of income -- yet they
looked disturbingly believablev. Our first and overriding objective, then,
was to reverse the all-too-evident trend toward larger and larger
deficits, if this was at all possible. |

A second major objective was to develop a provisional plan for
several years into the future. Indeed, it was apparent that such a plan
would be necessary to accomplish the first objective. This was true
because the budget deficit was so large that 1t seemed highly unhkely that
it could be eliminated in a single year, under any reasonable assumpt1ons

about either mcreased income or curtailed expend1tures. “Also, dec1s1ons

" to commit funds in one year -- for scholarsh1ps for entering freshmen,
for example -- could no longer be made without explicit consideration of
our. ability to spend more money in llater years in fulfillment of such -

, commitments. More generally, it was evident that our financial problems
were of a long range nature and could be dealt w1th sensibly only in the
context of a mu1t1-year plan. '

Fmally, two quite different factors led us to adopt the objective of
cont1nui.ng and broadenmg the part1c1pat1on of faculty, students, and others
in the budget dec1s1on-makmg process. F1rst, the financial situation was
so serious that very d1ff1cu1t cho1ces would surely have to be made, and
a broader range of mformed Judgment and op1mon brought to bear on the

1ssues ought to. result in. better dec1s1ons. Second the rev1ew process

could hardly fa11 to result in at 1east some curta11ment of programs,

e
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broader participation i.ri_decisions would, we hoped, lead to more wide-~

spread understanding of both the choices before us and the decisions

reached.

The Priorities Committee. -- The organizational mstrument used

to facilitate consideration of the FY 72 budLet was the Pr10r1t1es Commit-
tee, which had been established a year earli¢r as one of the charter
committees of the Council of the Princeton University Community. The
Commiitee's membership mirrors the memnitership of the parent Couneii;
faculty, graduate students, undergraduates, and members of the admin-
istration and staff are all represented. l/ -The Priorities Committee has
no legislative power, but is charged simf.olvaith making recommendations
to the President, who may‘accept, reject, or modify them. However, it
was generally understood that the recommendations of the Committee
could carry considerable weight -- depending on the degree to which
various membersvof the Committee were prepared to support them and on

the cogency with which they were stated. In eddition to advising the

Y

= To be more Spec1f1c, the membershxp of the Priorities Committee
was defined by charter as follows: three ex officio members from the
central administration (the Provost, servmg as chairman, the Financial
Vice-President and Treasurer, and the Dean of the Faculty); six faculty
members (with at least one from each of the four divisions of the University
and at least one with a non-tenure appointment); four undergraduates; two
graduate students; and one person representing "other groups" (the library
staff, the athletic department, professional research staff, etc.). In
addition, the Charter, specified that the President of the University, the
Director of the Budget ‘and the Vice-President for Development were to
o meet regularly with the Committee. The Committee itself, acting in
consultation with the Executive Committee of the Council (which nominates
all members who do not serve ex officio), requested three other admin-
- istrative officers to meet with 1t ‘the Associate Provost for Resource
Planning, the Executwe D1rector of Administrative and Personnel Ser-
vices, and _a,mernber of the' Office of the Provost who served as Secretary.
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President, the members of the Committee were also expected to serve as
important two-way che.nnels of communication with the widerl University'
community, .

The work of the Committee on the FY 72 budget and the i)rovisional
| | plan for the years through FY 74 is discussed in considerable detail in
l | Section II of this report, which consists of the full text of the Committee's
’ o report to the President. The remainder of this section describes in some
detail the processes and procedures which lay behind that report and the
recommeudations contained in it. Most readers will probably find it best
to stop at this point, go en to Section II and read the text of the 1971-72

Report of the Priorities Committee to the President if they are not already

familiar with it, and then come back and contmue with this account of the
methodology employed

Outline of the Budgeting Process and its Time Schedule. -- The .

- next few pages are intended to previde a chronological overview of the.

entire budget process. The timing and the iuterrele.tion of the various

elements of the budget process are so important that it seems in order to }

provide a fairly detailed account of when various things were done.

\ ;
Time Period 8 : Activities
L Julyl- 1. Update computer files and modify f
September 15, 1970 programs as necessary; prepare :

budget instructions.

2. Conduct prelimina_.ry studies: for . {
B ' _ _ o _ example, make estimates of the : g
R . : ~ impact of additional entering fresh- {
% : ' - man women on the likely course

‘ enrOllments in each department.'

3. 'Prepare crude hypothet1ca1 projec-
_ . " tions of income and: expense for the
.. - years ahead; present:these to
" .- Priorities. Commlttee m early
-,September. .
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II. September 15 -
October 8, 1970

October 8 -

L er o
' - December 17, 1970 -

=
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4.

Committee recommends strihgent
budget guidelines to department

- chairmen based on initial studies

and projections. (Guidelines issued

. by Provost on September 15 -- see

II.1 below.)

Refine estimates of income from
sources not directly controllable in
the budget-making process, such as
endowment, gifts, and U.S. Govern-
ment grants.

Establish committee of senior mem-
bers of the administration to begin
immediately to review personnel
vacancies to determine which might
remain unfilled -~ at least until the
budget review is completed.

Provost issues budget guidelines to
all departments on September 15,

" Budget forms and instructions follow
_shortly thereafter (September 21).

(A copy of the guidelines is included
with the 1971-72 Report of the

~Priorities Committee as Appendix C;

a copy of the budget instructions is
included with this report as Appen-

"dxxA)

’Departmehts complete the forms
- and retﬁm them by October. 5.

The retums are processed and

summarized centrally to arrive at
"first round" expend1ture and

B mcome totals.

-'Pr1or1t1es Comm1ttee holds

' -_fnumerous meetmgs (once or twice a.
e "'week two hours each) to. consider
L both the. overall budget a.nd future
o .year proJectmns as well as the main
‘ ""pohcy 1ssues faced m each maJor o
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budget area. Simultaneously, sub-
committees of Priorities Committee
conduct preliminary studies of each
major area (e.g., student aid,
faculty manning, administration
expenses, Library, etc.) before
discussion of the subject within the
full Committee. Where possible,
present alternative plans for the
.next three years for each area. (The
detailed meeting schedule and agenda
for the Priorities Committee during
~ this period was as follows:
Oct. 8:

Oct,
Oct,

Oct.
Nov.
Nov,

Nov.
" Nov,
Nov.
Nov.
_.Nov.
Dec.

- Dec.
Dec.

Dec.
Dec.

_. Ded.

15:
22:

29:

5:
10:

Faculty and Staff Housing
Expenditures, and Rental
Charges

Tuition

Overall Summary of
Budget

Faculty Manning
Computer Center
Dormitory and Food

~ Services

12:
17:

19:
2‘4‘1:

25
27:
1:

3:

8:

Library

Planning, Plant, and
Properties

Undergraduate Student Aid
Graduate Student Support
and Rents

- Special Academic Pfogram’s

Athletics g .
Academic Administration
General Administration

Faculty and Staff Salary

~ Pools’

: Second Reviews of Subjects

Requiring Further

‘Consideration
. Overall Summary of Budget )
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2.

Keep the apprepriate committees of
Princeton's Trustees informed of

_progress and take their views into

account at an early stage. (There

‘was one joint meeting of some of the

members of the Pricrities Commit-
tee and the budget subcommittee of
the Finance Committee of the Board;
at other times, the chairman of the
Priorities Committee, the Treasurer,
and the President kept in touch with
the Trustees.)

Give academic departments tentative
decisions regarding positions for
which they were authorized to recruit
new faculty for FY 72,

Draft Priorities Committee report;

hold meetings of Committee to
review final recommendations. .

. Discuss report (in draft form) with

budget subcommittee of Trustees.

- Present'final report to President.
.President endorses recommendations.

‘Present report to full Finance Com-
_ mittee of Trustees on January 25

(and to full Board shortly thereafter).

‘Trustees approve general outline of-

FY 72 budget and also specific

. ,recommendations for tuition, room,
“and board increases, salary pools, -
student: aid, -and rents on University

o : housmg.

. .L 62-

.Provost holds various meetings with -
- faculty, student, and staff groups to
- ‘describe -and discuss maJor budget
5;,,_7decisions. : -

: "Priorities Committee begins inten-

S slve: discussion of possible reduc-
~tions in program’ base of the -

"{University by FY 74

i 2V A
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'V. Jamuary 31 - ' 1. Settle all remaining unresolved.
May 7, 1971 ~ budget issues (mostly minor ones)
and communicate final decisions
to departments.

2. Inform committees responsible for
determining salary increases for
individuals (Committee on Appoint-
ments and Advancements for
Faculty, and Senior Salary Com-
mittee for administrative staff) of
sizes of pools available; these
committees then make recom-
mendations to the President con-
cerning salary adjustments for all
individuals above a certain level;
other administrative officers make
-salary decisions in remaining cases.

3. - Finance Committee of Board of
' Trustees reviews and approves
entire budget in final form, on

May 7.
- VI. May 7 - 1. Controller's Office prepares final
June 30, 1971 _ o working budget for FY 72 in line-

item detail.

~In looking back over this outline and time schedule, five asoects
of it deserve further comment F1rst by far the t1ghtest part of the
, schedule occurred in perlod III (October 8 to December 17) when we were
. formulatmg recommendatmns for all of the major areas wh11e at the same
time prepamng a whole ser1es of tr1a1 budgets for the University as a
whole. Second we made no f1na1 dec1s10ns ,oncernmg recommendations
g for any one area (such as rents on faculty and staff hous1ng) until alI
" areas had been rev1ewed the second revnew meetmgs of the Prior1t1es

»Commlttee he1d 1n the m1dd1e of December were used to consider in what

N ways (1f at all) the prov1310na1 recommendatmns reached earher should
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- be modified.l/ Third, our ability to make this tight schedule work
depended heavily on effective data processing as well as on the cooper-
ation of department' heads and administrative officers. Fourth while
we have been careful to distinguish the roles of the Committee and the
President in the above outline, in fact there was a very close working
relationship, with the Pre31dent attending most meetings of the Com-
,‘mittee, also, the Provost, in his capacity as chairman of the Priorities

Committee, ‘was responsible for seeing that the President's views were

considered fully by the Committee and that the President, in turn, was - |

aware of the views of the Committee.- Fifth while final action on the
budget as a whole was not taken by the full Finance Committee of the
Board of Trustees until May 7, the main-decisions were all made by the
Board in mid January -- this. being necessary in order to announce tuition
‘charges, make definite commitments to people being hired and make

~ salary dete rm_inations.

1/ Another stratagem employed to he1p put each of the major budget
issues into’ proper perspective was to bring to the Committee, at several
‘points in the review process, " updated overall budget summaries
reflecting the impact of recommendations made up to that point.




The General Structure of the Budget
and Definitions of MaJor Elements

Dur1ng the process of budget preparatlon and review, est1mates of
.income and expendltures are presented in a wide variety of formats.
There is no one way of presentmg these figures that is r1ght for all pur-
poses. In the following sections we shall present some of the ways of
organizing data that have proved useful to us in analyzmg particular
programs and activities; and in Section IV of this study, we shall discuss
‘the general subJect of program budgeting at some length, Our. 1mmed1ate
purpose here is a much s1mpler one: to set forth the basic format used
to summarlze Pr1nceton s budget and to delfine the principal categories.

| - The format used for this ‘purpose is the traditional one. It con-
| s1sts of separate tables for mcome (W1th breakdowns by source) and
expend1tures (with breakdowns by broad purpose), and 1t can be tied
directly to the official f1nanc1al statements for the Un1vers1ty prepared
by the Controller s Office at the end of each f1sca1 year. The 1ncome and
expense summarles used in preparing the FY 72 budget are shown in
Tables 1 and 2 below, w1th the column for FY 72 recording the final esti-
mates and. recommendatlons arrived at by'the Priorities Commlttee and
approved by the President and '-I‘rustees.' (These tables are reproduced,

without change, from Appendlx A of the Report of the Prlontles Committee

for 1971 72.)

_ Readers who are already famlhar w1th the major elements of a -
| _ un1vers1ty budget may w1s.h to sk1p over the follow1ng definitions, which
~will be well known to them. The income and expendlture sides of the
| budget are d1scussed in turn, Common to both tables are the column

head1ngs, Whlch cover the latest completed f1scal year (FY 70 in this

R 'case), the current year (budgeted f1gures), ‘and the "budget year" (here
- }FY 72) |
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: PRINCEIJN UNIVERSITY
1971 72 Or;xatlng Budget: Income

{in thousands of dollars)

FY70 . FY71 . FY72 Difference
Actual Budget Projection (3) - (2)
| | | o T (3) €))
\  7, =- 1. Endowment ‘ . 12,310 14,262 14,855 +593
";f: : 2. Student: Fees | o S _
' ‘ a. Undergri'*ate Tuition 7,990 9,125 10,710 +1,585
b. Graduaty Tuition' 3,522 3,653 3,915 +262 !
c. Other v 248 260 251 -9
) Subtotal: 11,759 713,038 - 14,876 +1,838 |
) . . . - ' %
- 3. Gifts and Grants (non-Gov't): _ v S ‘
a. Sponsored Projects 1/ 1,967 1,378 993 -385
b. Annual Giving 2,983 3,100 3,100 ---
c. Other 3,737 3,724 3,624 . -100
4, U.S. Government Agencies: ' . _ !
a. Sponsored Pro;ects 1/ 27,737 23,938 22,067 -1,871
b. Other P 3,128 2,465 1,809 -656

Subtotal 3‘0‘1‘8‘67 R'LTO'I, 2‘3"‘8‘7‘6, \ -2,527

5.~Aux111ary Act1v1t1es.

a. Athletics 647 599 626 +27 ;
b. Dormitories and Food . . , _ |
‘ Services o 4,777 5,667 . 6,231 +564 |
‘c. Faculty and Staff ) : : _ : : :
_ Housing 1,143 1,237 1,372 +135 4
d. Married Student Housing 373 398 434 +36 {
e, Commerc1a1 Properties 772 765 ' 787 +22 '
: | Subtotal ' 7,712 8,666 9,450 +784
6. Service Departments }I' 2,845 3,251 3,317 . . +66
7. Other B . 2,304 2,287 2,523 _+236
- GRAND TOTAL' 76,481 -76;109- 76,614 +505
Summary of Sponsored Projects: _
‘a. Direct Costs '~ .~ 23,348 19,298 17,087 -2,211
~b. .Indirect Cost- ' o S ‘
_ Relmbursements 6,356 - 6,018 5,973 -45
Total */ . . 29,704 25,316 23,060 - -2,256
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14.
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Table 2
PRINCETON UNIVERSITY

1971-72 Operating Budget:
: (in thousands of dollars)

Academic Departmenté:

"a. Instructional Salaries:

1. Faculty, acad. year
2. Teaching ast. stipends
3. Teaching ast. tuitions
b. Other salaries, expenses,
' and benefits
c. Graduate fellowships: 1/
l. University fellowships=
2, Other fellowships
: Subtotal

Special Academic Programs

Undergraduate Scholarships
and Prizes

Central University Services:
a., Library ’
b. Computer Center

_C. Security

d. Other
Subtotal

' Administration:

a. Acad. Administration :
b. General Administration
. Sub total

Planning, Plant, and Properties

Athletics
Dormitories .and Food Services

Undistributed Personnel
Benefits

Transfers to Reserves

Salary Increases
- benefits)

Savings from unfilled positions
and unspent operating budgets

Allowance for contingencies
' | GRAND TOTAL

(including

Estimated Income

Surplus or (deficit)

1 'End_owment and General Funds. 43

FY70 FY71
Actual g%%%gg
8,573 9,577
.449 526
169 406
16,584 15,920
1,341 1,688
3,876 3,158
’ ’
13,493 11,608
3,027 3,299
3,218 3,659
2,196 2,284
564 818
648 623
’ - T,382
2,938 3,171
4,282 5,119
’ ’
7,884 8,840
1,222 1,288
3,808 3,947
-31 -
3,223 3,234
--- -550
-—-- 50 .
77,466 78,665
76,481 76,109
(985) (2,556)

Expendi tures -

FY72
Recommen- Difference °
dations (3) - (2)
(3) (4)
9,570 -7
612 +86
499 +93
15,030 -890
1,902 +214
2,908 -250
30,521 754
9,708 -1,900
3,622 +323
3,659 ---
2,099 -18S.
732 -86
593 -30
~7,083 . =
3,085 -86
4,940 -179
~§,025 265
8,604 -236
1,220 -68
3,938 -9
3,422 +188
1,452 +1,452
-100 +450
300 +250
77,795 - 870
. 76,614
(1,181)
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Definition of Income Elements

1. Endowment. This is the income earned through investment
of Princeton's endowed funds -- mainly gifts and bequests received by the
University on the condition that the principal be invested, and the income
used for current purposes. Some endowed funds may be used for any
University purpose ("'unrestricted" endowment), but most of them carry
restrictions of one sort or another, inclcding some quite narrow ones.

(These restrictions complicate the calculation of endowment income, as
will be noted below. )

2. Student Fees:

a. Undergraduate Tuition

b. Graduate Tuition.

The figures are the product of numbers of students paying
tuition (at undergraduate and graduate levels) and the tuition rate per
student, adjusted for such factors as expected attrition before the start
of the second semester.

.c. Other Student Fees. Includes application fees, graduation -
and transcript fees, various fines and the like.

'3, Gifts and Grants (non-Government):

a. Sponsored Prolects. Funds received from foundations,

corporations, individuals, and other non-governmental sources, mainly
for the conduct of specific research projects. Most of these contracts
provide for payment of "indirect costs'" -- utilities and supporting services
of various kinds -- as well as the direct expenses of the projects.

b. Annual Giv1j. These are unrestricted funds contributed

each year by Princeton's alumni, parents of students, and other friends.

c. Other Non- Government Gifts and Grants. This category

includes funds received from foundations and the other sources mentioned
above for support of our academic departments and programs, for under-
graduate scholarships and graduate fellowships, for 1mprovement of the

Library s collections, and for other purposes,




-
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4, U.S., Government égencies:

a. Sponsored Projects. Funds received from Federal

Government agencies for the support of research projects, including the
payfhent of both direct and indirect cos:ts. The largesf beneficiaries of
this support in the years covered by the table are the Princeton Particle
Accelerator and the Plasma Physics Laboratory.

b. Other Income from U, S. Government Agencies. The

largest cempoﬁents here are funds from the National Science Foundation
for computer costs (ending after FY 71) and gréduate student fellowships.v

5. Auxiliary Activities:

a., Athletics. Income from this source includes gate
receipts from athletic events, sales of yearly ticket books, and fees

3
for use of athletic facilities, *

b. Dormitory and Food Services. Included under this

heading are room and board charges at graduate and undergraduate levels,

and also income from operation of the Student Center, faculty and staff

dining facilities, cafeterias, etc.

c. Faculty and Staff Housing.

d. Married Student Housing.

e. Commercial Properties.

These categories comprise rental income from three

types of University-owned real properties.

6. Service Departments. This line includes income to the

Computer Center, printing and duplicating departments, machine shop,
and other central 'supporting activities. With the excéption of the Com-
puter Center, most of this income is from other University departments.
There is thus some dou.ble-counting included in the budget totals shown in
the tables, although the deficit is unaffected, since these amounts are also
in2luded with the expenditures'of the various departments., All inter-
departmental cha.rges have to be eliminated from the income and expen-
diture sidés of the b_udget before the totals can be cornpared with those in |

the official financial statement of the University.

45
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7. (ther Income. Mainly income from investment of current

funds (including sums of mcney not in the investment pool because they
will be spent soon, for construction, for example); also includes miscel-

laneous categoti¢s such as income from parking permits and fines.

Definition of Expenditure Elements

1. Academic Departments:

a. Instructional Salaries:

(1) Faculty, academic year. In order to isolate instruc-

tional salaries in this section, any portion of faculty salaries paid by
sponsored research projects is omitted from this line; also all salaries
paid to faculty in the summer are omitted since they are for research
or administrafive services. (Princeton has no summer school.)

(2) Teaching assistant stipends.

(3) Teaching assistant tuitions.

These two lmes cover, respectively, the salaries
of, and the tu1t1on payments made on behalf of, graduate students who

are serving as Assistants in Instruction.

b. Other Salaries, Expenses, and Benef1ts. Includes all

expenses of academic departments not otherwise set forth: summer

salaries of faculty, all sponsored project expenses, supporting staff and
operatmg expenses, and personnel benef1ts.

c. Graduate Fellowships. Two lines are shown here, in

order tc distinguish between fellowships which are funded from Princeton's

endowed and general funds, and those which are financed from outside

e
sources.

2. Special Academic Programs. This group comprises a number

of interdepartmental programs and research centers which do not have

departmental status. It includes the Princeton Particle Accelerator and
the Plasma Physics Laboratory, which have been financed almost entirely

by the Federal Government, as well as the Industrial Relations Section,

_the Office of Population Research, etc. , which are supported by a mixture

Bid

of mte rnal and external funds.

et
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3. 'Undergraduate Scholarships and Prizes. Prizes is a very

small component of this line; virtually all of these expenditures are for
scholarships. (Loans are of course treated separately since they come

from a capital account.)

4. Central University Services. The first three entries here

are self-explanatory; the fourth consists mainly of the University Machine
Shop.

5. Administration. A number of departments are included here.

The Academic Administration group includes the offices of the Provost

and the Deans, health and other student services of all kinds, research

administration, and some related activities.  General Administration

incorporates the University's fund raising and public affairs departments,
administrative services of various kinds, the Controller's Office, the
Personnel Office, and administrative data processing.

6. Planning, Pﬁant. and Properties. -

7.  Athletics. "

8.. Dor'mitory and Food Services.

These three departments require no special explanation.

9.  Undistributed Personnel Benefits. Most of these benefits --

social security, retirément. etc. -- are included as a fixed percentage of

" applicable salaries (14% for FY 72) on other lines of the table. At the end

of the year, when actual benefit costs are known, the small residual not

. already accounted for by the percentage formula is shown on this line.

10. Transfers to Reserves. Certain types of costs -- capital

equipment puycha_ses and major maintenance expenditures -- are charged
directly to réserves created for these purposes, rather than to the
operating budget depicted in the tables. Each year these reserves are
replenished from. the operating 'budget on a formuia basis (making use of
a multi-year moving average of expenditures). and it is these fransfefs to
the reserve accdu_nts which appear on this line of the expenditure table.
(The line a1§0'inc11§des annual mortgage payments on a small number of

University buildings.) Treating equipmént and major maintenance

o
K 1,15.
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expenses in this way evens out their impact on the operating budget, so
that pronounced year-to-year changes in expenditures do not occur simply
because of, for example, the fortuitous timing of one or two large reno-

vation projects.

11. Salary Increases (Including Benefits). We have chosen to

show salary increases recommended for the budget year separately for
two reasons. First, if they were distributed among the other lines of .
the table, it would be much more difficult to discern real changes in
program level between the current and budget years (unless, of course,
there were a distinction made between changes due to pay raises and
changes for other reasons). Second, and more importantly, we have
shown a separate pay raise line because the magnitude of the salary
increases themselves is an important policy issue which must be decided
in the budget process. In tryingto order priorities, we need to know the
costs of various possible pay increases as well as other cofnpeting claims
on resources. - o !
12. Savn&from Unfilled Positions and Unspent OperatmLBu dgets.

Imphclt in the numbers shown on other lines of the table are the assump-

tions that all positions will be filled throughout the year and that all
operating budgets will be entirely spent. Since these conditions are never
fully met, however, we have included a lump-sum estimate of the savings

which can be anticipated.

13. Allowance for Contngencj.es. We have preferred to make a

central allowance for unanticipated needs rather than to establish separate |

pockets in the varmus departments.
At the bottom of the expendJ.ture table, we repeat the f1gure for

estimated income (carr1ed over from the income table) and then calculate

the pro;ected surplus or def1c1t by subtraction.
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Estimating Income

In any discussion of University income, one fundamental distinction

must be borne in mind, There are some categories of income (tuition, room

and board fees, and the like) which are subject to a measure of control in the

budgeting process. Other categories -- and, in the case of Princeton, the

dollar magnitude here is greater -- are dependent on a multitude of external

|
conditions: the state of the financial markets, the mood of Congress, atti-

tudes of alumni, and a host of other factors.

Two of the income components over which we have some control:
(Dormitory and Food Services, and rentals on married student housing)

are discussed in some detail in subsequent sections. We will discuss more

briefly here the decisions reached on the other "controllable" income cat-

egories. But first, let us examine the procedures used to estimate those

categories of incume not dependent on explicit pricihg decisions by Princeton.

Estimating "Uncontrollable Incorne''. -- Estimating uncontrollable

income for the following year is one of the first major responsibilities of
the Director of the Budget in each fall budget cycle (cf. itemAI 5 in the out- .
line of the budget process). Prior to September 15, the Director of the
Budget workmg closely with the Controller's Office and other administra-
tive office s, prepares estimates of endowment income, gifts and grants,

sponsored research income, and income from the investment of current

funds and other miscellaneous sources.

The resulting set of estimates for all sources of income treated as

'givens' is extremely important because it provides an initial impression

of the seriousness of the budgetary problem for the cominyg year. As the

d1scuss1on in the 1971 72 Report of the Pr1or1t1es Committee indicates

(see pp. 154- 158, and espec1ally the table p—ﬁwhmh presents data

for FY 69 through FY 72), we estimated that all of these sources, taken
together, would yield $311, 000 less in FY 72 than in F¥ 71. This grl.m

prognos1s affected all of the de11berat10ns of the Pr10r1t1es Committee,

and we were very anxious that it be asaccurate as possible.
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With the exception of endowment (see below), estimates for these
categories of income were straightforward projections of past experience,
modified by whatever intelligence we could gather about current and ex-
pected general trends in various sorts of support, and about specific devel-
opments affecting Princeton in particular. In assembling the estimates,
the Controller's Office relied heavily on others for detailed information.
For instance, the initial estimate of Annual Giving was developed by our

fund raisers, and the estimate for sponsored research was made by the

- Office of Research and Project Administration, which keeps in close touch

with foundations and government agencies as well as with project leaders
on campus.

The calculation ofendowment ‘income is always the most complicated
part of this entire estimating effort because we count as income only the por-
tion of endowment earnings which is actually spent in a particular year. The
total of endowment income is therefore affected by four distinct factors:

(1) the rate of return being earned on the stocks, bonds, and other securi-

ties in which the endowed funds are mvested (2) the total amount of the en-

' dowment w1th changes occurrmg whenever new endowment is rece1ved or

funds functionmg as endowment are spent; (3) the fact that not all current

: mcome may be spent in a particular year because of ’restrictions imposed

" can be sigmficant

- by donors or for other reasons (e.g., an endowed chair bemg vacant); and

(4) the fact that (as the converse of (3)) some funds earned in prior years
and not spent at that time may now be spent in the particular year in ques-
tion. As a practical matter, then, these complications mean that the ini-

tial estimate for endowment income has to be quite prov1s1onal a final es-

timate cannot be made until the spe'ldmg plans of the various departments

are known. “And, this mteraction between mcome estimates and expendi-’

ture dec1s1ons has to be momtored closely because the amounts involved

Est1mates for uncontrollable mcome for two more years in the

future were made as part of the preparation of the Provxsfonal Plan. As in

Fal
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the case of estimating this income for the budget yeas, most of the projec-
tions were straightforward extrapolations based on past experience with
modifications for current trends. The one exception was the projection

of gifts and grants (excluding Annual Giving).

'\.'
1

This is one of the most complex ---as well as important -- esti-
mates. Because a number of important grants are phasing out over the
next few years, no extrapol.ation of‘past experience could be used. A spe-
cial study had to be made of the rate at which balances in various accounts
were e}'pected to be drawn down and of the likelihood that replacement
funds would be found. Uncertainties abound in work of this kind, and in
developing our provisional plan through FY 74 we made a number of alter-

native estimates in an effort to get some sense of boundary conditions

(see pp. 171-173 and Append1x B of the 1971-172 Report of the Priorities
Committee).

Maklng Dec1s10ns About "Controllable Income": Tuition. -~ All of

: the elements of "controllable income'' were considered by the Priorities

vommlttee along with proposals regarding expenditures. The question of
what to do about tu1t10n was taken up at one of our earliest meetings

(October 15), in part because the- mater1als needed to consider this topic

were already fa1rly well in hand and in part because of the obv1ous impor-

tance of any recommendation regarding tuition for the overall income of the

University and'thus for the expenditure-limits that would have to be applied

in considering other areas. We recognlzed exp11c1tly, however, that ‘what-

ever recommendatlon regard1ng tu1t10n was arrived at in mid-October would’

- be. prov1s10nal and subject to review, along w1th everythmg else, at the end

of the budget-malrmg proce ss.

The subcomm1ttee wh1ch had stud1ed tu1t1on alternatlves presented

as much mformatlon as it could obtam about the plans of other unive rs1t1es,

particularly Princeton' s closest "compet1tors " The Committee had. also
- had the benef1t of the crude prelunmary pro;;ectlons of the deficit over the

- next. several years. It was also aware that the tu1t10n fee does not cover

- nearly all of the total cost of. a Prmceton educatlon W1th these,factors in

S b
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. for FY 72 (from $2,500 to $2, 800), and, for planning purposes, further in- :

“sides of the budget are brought together into a smgle analytlcal framework.

, levels of rental income in the hght of the expenses -~ d1rect and indirect --

' equ1ty why should the Umvers1ty subs1d1ze housmg for some, but not all,

- 47 -
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mind, there was discussion of the advantages of a relatively high fee on the

grounds that students from high-incdme’ families ought to pay a high propor-

tion of the cost of their education. ‘On the other hand, there were concerns

expressed that Princeton might - given a very large tuition increase -- be
pricing itself out of the market for some students. (The various consider-

ations weighed in arriving ata tu1t1on pohcy are described at much greater 1
length in the 1971-72 Report of the Priorities Committee. See ppP. 190 193, |
Section II.) | : o | _ !

Having considered these and many other factors, and after hearing

the views of the student members, the Committee came to the unanlmous . . ‘

“conclusion that it should plan on recommending a tuition increase of $360 , ;

creases of $200 in each of the next two years. Later on, after the issues !
in all of the other budget areas had been confronted, and more 1nformat10n
was available concern1ng likely tuition rates in 1971-72 at other 1nst1tutlons,
the tu1t1on recommendatlons were rev1ewed ' The 1n1t1a1 proposal of a $300
mcrease for FY 72 was endorsed and the. provwlonal increase for- each of J
the two years beyond FY 72 was revised upwards to $250 This latter de- . :
cision was taken in the behef that it was a necessary part of the whole pro-
visional plan for FY 173 and FY 74, wh1ch by th1s t1me had been discussed

‘in deta11

HousingRentals. -~ The analyses'pr.esented to the Committee to aid"

it in arriving at a: recommendat1on for faculty and staff housmg rentals illus-
trate a 81mp1e but unportant pr1nc1p1e of budget1ng there are many issues

wh1ch cannot be sens1b1y con81dered at all unless the income and expenditure

In the ‘case of faculty and staff housmg, we had to con81der alternative

1ncurred by the Un1vers1ty 1n prov1d1ng the housmg ThlS was so because -

‘the operatmg def1c1t now bemg incurred was seen to ralse a real quest1on of

\-\‘

i 2w -




- 48 -

of its facul'ry and staff? (There is insufficient housing to meet demand. )
The Committee's recommendation was to move in the direction of eliminat-
‘ing the deficit eventually -~ with substantial progress hoped for in the three
years covered by the provisional plan. We did not think, however, that it
Was feasible to propose an across-the-board rent increase of more than
10% in FY 72, together with selective additional increases for some rental R
units which were conspicuously underpriced. (See pp. 200-201 of the 1971-72

Report of the Priorities Committee for more detail on housing. )

Other "Controllable Income'. -- This heading encompasses a wide . |

variety of charges. The major issues regarding Athletics appeared almost

wholly on the expendlture 81de of the budget, although the Committee did i
.

recommend selective mcreases in some fees (e. g., for yearly ticket books), s
and the imposition of some new ones (e. g- for the use of the outdoor tennis' '
courts). Most of the income to Service Departments (with the exception of

the 'Computer Center) is frovr'n' other University departments. While fees for

duphcatmg serv1ces, use of the machine shops, and the like ought to reflect

the costs of prowdmg the services (as a-means of 'rationing" them and of
d1scouragmg excess_;ve use), thlS area of the budget really-pre‘sente'd no
significant policy issues. And as mentmned above, room and board cha"ges

will be d1scussed at some length later.
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Budgeting Expenditures: Summary Forms

In this section, we will describe the principal standard form
("Form 10") used to gather and summarize expenditure data in the FY 72
budget process. No attempt Will be made here to detail the substantive
decision-making process for exp"enditures. Rather, later sections will

treat several major budget areas, and the 1971-72 Report of the Priorities

Committee itself contains conside rably more deta11 on all of the principal
issues dealt with in the budget review. ,
Form 10 -- illustrated in Table 3 for a specific academic depart-

ment (Economies), and in Table 4 for a specific administrative depart-

_ment. (Planmng, Plant, and Properties) -- served several purposes in

the FY 72 budget process:
1, In1t1ally, it was sent out to all departments with the fig-
ures for FY 72 left blank. In thzs form it served as a standardized

presentatmn of a variety of budgetary data for the last completed year

_and for the current year, thus allowing chairmen of academic departments

and of departments providing supporting services to see at a glance all of
the actual funds expended and being expended directly by their departments,

broken down into useful categories. (The treatment of indirect expenses,

and their proration among direct activities, is discussed in Section IV.,)

2. It served as the form on which department chairmen
summarized their budget requests for the following year (FY 72) --
except that, in the case of acadeinic_: departments, faculty manning was
handled through a coordinated set of forms which in turn generated the

entries for faculty on Form 10. (The faculty rhanning forms are shown

" in the next section of this report. )

3. It was used by the central administration, and by the

Priorities Committee in some. mstances, to assist in rev1ewmg depart-

. mental requests. In the mam, however, this form was not important in

the review of substantzve 1ssues because of its h1gh1y aggregated nature.

As will be 111ustrated m later sect1ons of this: report the revzew of sub-

' stantive 1ssues was based on more detailed submissions and analyses,
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often of a programmatic sort. Form 10 served the reviewing process
mainly as a check on the consistency and completeness of dollar estimates.

4, After keypunching all the relevant information on the form
for computer processing, it was used to combine the budget requests into
the categories shown earlier on the overall expenditure summary table
(Table 2), and to produce a Form 10 for the entire University. This
"collecting' and "adding up'' function was of critical importance -~ without
it we could not have generated a series of ''trial"" budgets as quickly and
as frequently as we did.

As can be seen from the accompanying tables, the versions of

Form 10 for academic and administrative departments are identical. In
looking at Form 10, the first thing to notice is that the numerical data
are divided into three main vertical sections, one for each of the three ,

. years covered by the table. Within each of these sections are four '
columns- one for expend1tures from the University's unrestricted general
‘funds (mcludmg some professorships charged to a comb1nat1on of endowed

and general funds); one for expenses charged to endowed funds, special

gifts, and other University restricted funds; one for direct charges to

sponsored projects; and one totaling the first three columns.

The line designations are mostly self-explanatory, although some
special features of particular lines should be pointed out. The general
scheme is as folloWs: the first fourteen lines deal with salaries of each
classification of Princeton's employees, the next line shows the personnel
benefits related to those salaries, and the last section of the table treats
operating (non-salary) expenses. The reader will also note several lines
representing totals and subtotals. |

h M (faculty - academic year) is derived from the faculty
manning budget form’s'described in the next section. It may be of interest
here to peint out : hoWever, that this line includes not just the regular

faculty, but also port1ons of the. salar1es of some members of the research

- and admm1strat1ve staff who devote part of their t1me to teaching.

i
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Line 2 (teaching assistants). These are graduate student
assistants in instruction.

Line 3 (faculty - summer). Since Princeton does not have a
summer session, our faculty are paid mainly on a ten-month basis. How-
ever, some summer salaries are paid for work on research and other
special projects. (Note that nearly all summer salaries of 'faculty are
charged to sponsored projects in Table 3, the Form 10 for the Economics

Department. )

Lines 6 and 7 (A/R's academic year and summer). These are

graduate students who are being supported as assistants in research --
mainly on sponsored projects.

Line 8 (supporting staff) is subdivided into four categories.
"Administrative staff' is self-explanatory. "Office staff' refers to the
secretarial ranks. ''Lab and shop bi-weekly" also includes janitors,
groundsmen, food service workers, guards, and the like., ''Miscella-
neous staff and.speciél pay" is mainly part-time and temporary help.

Line 9 (student wages) covers payments for specific jobs per-
formed. It does not include any amounfs for undergraduate scholaréhips
or graduate fellowships. .

Lines 11 and 12 (purchases from and charges to other depart-

ments -- except faculty and graduate students). Frequently, one depari-
ment -- in carrying out its mission -- may make use of a substantial
part of the time of a staff member who is "home-based" in another
department. When this occurs, the benefiting department pays a portion
of the staff member's salary (equivalent to the amount of time "purchased").
In this way, a more accurate ."picture is présénted of the real costs of
operafing each department. In the example cited, the "purchasing"
department would have an entr'y on line 11, and the selling department
would have an offsétt_ihg entry on line 12.

Line 13 (other salaries, sbon'sorgd projects). This line owes its
existence to the fact that there is u”sually a difference between the estimate
of totall salaries to be paid from Sponsored préjects»in a given year, on the

- At
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one hand, and the annual salaries of persons actually on the payroll and

charged to those projects at any given point in tii'ne, on the other hand.

Estimated total salaries could be equal to or more than the actual at any
point, but never less. (If the actual exceeded the estimate, it would be
time to amend the estimate ) Any difference between the two measures --
whether due to hirings planned fqr later in the year or whatever other
cause -- would appear on line 13.

Line 15 (personnel benefits) is a formula calculation (14% of non-
student salaries at the time the accompanying tables were prepared)
intended to approximate the actual total cost, in any given year, of social
security, retirement, and other benefits.

Lines 17 and 18 (computer charges and other operating expenses)

together encompass all other expenditures made directly by each depart-
ment, Cemputer costs are shown separately because they are intra-
university.charges; amounts on the Form 10 line 17 of each department
- also count as income to the Compt:tef Center and the administrative data
processing department., |

The computer program which produces Form 10 permits aggre-
gation of several (or all) departments to produce Form 10's for groupings
of departments and for the University as a whole. As. noted above, this
critically important attribute of the system makes it quite simple to trans-
~late from the computer"printout for an individual department to a summary
for, say, all offices reporting to the General Manager of Planning, Plant,
and Properties, to the summary expenditure format for the University as
a whole (Table 2). Thus. there is a semi- aggregated Form 10 backing up
each of the lines of that table (Spec1al Academic Programs, General
Admmlstratlon, etc. ), and a fully aggregated Form 10 corresponding to
the total shown on Table 2 (except that contingencles, salary increases,
and allowances for unf:.lled posm.ons have to be added in). Form 10, then,
Serves as the prtmary mstrument of orgamzatlon for all of the expenditure

.  data conSJ.dered in ‘the budget-makmg process.
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Budgeting in Specific Areas: Faculty Manningl/

Budgeting for fa‘éulty positions has proved to be by far the most
complex aspect of the entire process of budgeting and planning. The com-
plexity is in part inherent in the nature of faculty appointments,.methods
of compensation, and work schedules, as well as in the nature of depart-
mental organization. Faculty members are appomted for varying periods
of time, tenure decisions are related to both rank and period of service,
some salaries are charged in part to sponsored research accounts or to
restricted endowments as well as to general funds, leaves of absence
must be planned for and méy or may not entail salary payments from the
~ institution, faculty members are grouped into a large number of depart-
ments with ché.irmen who may or may not be good administrators, they
.perform a wide variety of feaching and administrative duties, at both
undergraduate and graduéte levels, s'ome of which may take place out of
their ""home' departments as well as in them.

The above factors alone would be sufficient to require a systematlc
and, 1nev1tably, complex method of budgeting and accounting for faculty
time. In addition, however, particular care must be given to faculty
manning because of the central role played by faculty in a university.
This is true from a purely financial standpoint. The fact;lty salary bill
tends to be the largést single item of expense, and decisions to increase
or reduce the size of the faculty have pronounced effects on almost every
other item of expense.’

Even more important is the fact that bad decisions regarding
faculty manm.ng probably can do more lasting harm to the quality of the -
university than bad decisions of any other kind., The composition of the

faculty is of primary importance in determining the educational‘ quality

1/

" =" Parts of this section were drafted by James Litvack, Assistant
Dean of the Faculty.
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of the university as a whole. Mdreover, faculty members in one disci-
pline (or even in a particular field within a discipline) are not substitutable
for other faculty members. Accordingly, it is not sufficient simply to
budget for approximately the 'right" total number and quality of faculty;
the distribution by department, and by function and by specialty within
departments, must also be consistent with educational and research goals.
: Faéulty morale matters énormously, and departments are often so deli-
cately balanced that the elimination of even one position can make a great
difference to the general tone of the enterprise as well as to the teaching
and research effort. Consequently, faculty budgeting must be done at a

. very fine levellof detail and on the basis of a great deal of qualitative as
well as quant‘itative information.

All of these considerations argued strongly for psying special atten-
tion to faculty manning at the o;Jtset of our efforts to improve the budgeting
process at Princeton. Accordingly, we devoted most of the first six
months of this demonstration project to devising a series of forms for
analyzing faculty positions. Sémples of each of these fomis, along with
brief descriptions, are presented immediately below. Next, we discuss
the way the forms were used in developing the budget‘for FY 72, first in
general terms and then in terms of the particular department to which the
sample forms pertain (Economics). _

It should be noted that the (comparative) order and ease of analysis
achieved through the use of these forms is the result of a fairly involved
data collection and programming procedure. Information Qp, approximately (
700 faculty members must be gathered from thirty-five department chair- 1;
men, as well as from central sources; ‘in a manner that makes it consis- :
tent with information from the payroll computer program. Any .college or
university instituting a system of this géneral kind must anticipate some

timé-consuming and"fru.strating experiences, as trial and error show the

- best way to ask for and assemble information in the particular setting.
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The Basic Faculty Manning Forms, -~ Listed below are the

Form 1:

Form 2:

Form 3A:
Form 5A:
Form 5B:
Form 5D:
Form 6:

Form 7; |

Form 8:44 4

principal forms (one set for each academic department, with the exception

of Form 8, which is a general summary form):

Facully Budget, By Individual, Actual FY 70
(the year just completed).

Faculty Budget, By Individual, Budgeted FY 71
(the current year).

Requested Faculty Budget, By Individual,
Projected FY 72 (the budget year).

Faculty Salary Summary, Totals by Rank,
Actual FY 70.

Faculty Salary Summary, Totals by Rank,
Budgeted FY 71,

Faculty Salary Summary, Totals by Rank,
Projected FY 72,

Teaching Statistics, FY's 66 through 70 (Actual),
FY 71 (Estimated), FY 72 (Projected).

Departmental Statistics on Teaching Costs and
Manpower, FY's 67 through 70 (Actual),

- FY 71 (Estimated), FY 72 (Projected).

‘Departmental Faculty Staffing and Salary Analys1s,

FY 71 (Budgeted) and FY 72 (Requested)

. The gaps in the numbering system are of no consequence; they
represent extra forms tried out in earlier years and discarded as not
worth the effort. ' .

Forms 1, 2, and 3A show faculty budget information for each

_individual, by rank, for each department. Forms 5A, 5B and-5D sum-
~marize by rank, for each department, divismn, and the. Umversity asa
whole, a variety of faculty salary totals from the data for 1ndividuals
found on Forms 1, 2, and 3A. : Form 6 shows the demands of the depart-
ment's 1nstructlonal program in, terms of numbers of courses to be taught

. at varlous levels, numbers of students mvolved in th(' se courses, numbers

N - "“, .
'-Q.r"('
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of faculty course contact hours to be spent on these courses, and the

numbers of departmental students to be supervised. Form 6 presents

these numbers for each department for the five preceding years, along

with estimates for the current year and projections for the budget year.

Form 7 relates the demands made on each department's faculty in terms
of enrollments, supervision, and administration to dollars and full-time
equivalents (FTE's) on the teaching budget. And finally Form 8 is a
general suinmary of continuing and new faculty salaries by department.

Forms 3A, 5A, 5B, 5D, 6, 7, and 8 for the Economics Department
(our illustrative case) are reproduced on the following pages as Tables 5
through 11. Forms 1 and 2 are identical to Form 3A in format, referring
to the past year and the current year respectively, and are not reproduced.
(Since individual salaries are confidential at Princeton, 'names and other
identifying characteristics -- fields of specialization and retirement
dates -- have been blanked out. As a further aid to confidentiality,
salaries and charges have been juggled arhong individuals, but all other
data - - including the totals for each rank, ivhich need to be consistent with
the data in Form 5D -~ are shown as they appeared on the actual forms. )

A detailed description of these forms is found in Appendix B.

The Faculty Budgeting Process in General.-- We are now ready

for a few comments concerning the general nature of the faculty budgeting
process.

- The faculty mannmg part of the budget process requires that three

decisions be made for each department. First, the number of new

appoxntments must be decided. This involves acting on requests for new

?

positions and deciding whether positions about to be vacated may be filled

‘ by replacements or are to be left vacant. Second, the distribution of

_ positions among the ranks must be considered. “In particular, this

involves decisions concerning the availability of tenure positions forﬂ

_individuals whom departments ‘wish to promote and decisions concerning

the level at which vacant pos1tions may be filled Finally, leaves of




' ] *STENPTATPUT Sdour PoTI9nl Uo9Q oABY SOBI8YD- PUB SOTIBTES - :
W £3TTBTIUSPTIUOD 03 PTe JIYJINT B SY °INO Payuwe[q U9 3ARY (se9ep JusWRITISI pue UOTIBZITBTOadS JO. SPT31Y)
. SOT)STI9908IeYO JurfIT ¢ i ‘ . .
. T1STI3908TeY TAITQUOPT JOYQJO DUBR SIWRU ‘UOIOUTII 9B TBTIUSPIIUOD 9IB S9TIeTeS TENPTATPUT 0UTS 930N .
) [e€9  |00Sk ) _mm.G.n ool | o002 STVIOL MNVY . . S
: [nE9  [oosh 65T9T poolz |oo2 STVI0L-GNS
£0 Jowoud ' " o0SH 0006 Jos€t |oot v Sl er|
000T . Sgefmgt |-
‘ £0 IoWoud gooy  OTTPOSH 65tL loseT [ooT &V s <t
SINTNINIGEIY MAN jINV SNOI[OWONA e
w . . ¥0SS3J0¥d DOSSV 00 L
00621 005L€ hontg [Lilz [sigot | osntotposuiz oot STVIOL NVY s
pooz€ pooz€ | 0ot | sTvIoI-ans
: . 60  man 0002  S9EpooEE poocE [oot  av  goonm 1Y
SINANINTQIAV MaN [NV SNOIOWOSd v R B
0052T] 005LE pon6y | LtLlz [slg9T | osuTot joosswe | ooot STVI0L-8nS ST
00 NIZNOD | - 0005 000sz Joooot |oot &V . ‘o o1
00 NIINOD 0002  09EPOONT oooqt looogz ' |oot  Av N | 6|
00 NIZNOD | 00S2T|00S2T o002 Jooolz |oot  xv C o e
00 NLINOD 000z LESFEgE  |L99L 00STT f000E2 |0OT AV e L
00 HIINOO ooosz. | - oosz  |ooT AV -
00 NILNOD v 0009t jooogr |oot  av S x4
- 00 NIINOD 000T  §g2k295 6199t ooszz  |oot  iv | |
00 NLINOD  oose 000€T foos6T oot  av €|
00 HILNOD 0002  0ORPOO9S loooge  Joor  av l ‘2 _
W 00 NIINOD 0558 0666T loosgz oot xv S oy . T|
.4 : ) . SINTMINIOIIYIY 3 S. 0ddV DNINNIINOD . : o SRR
w NOIIVZITVioads  Sved [ N il 3 b r H 2 4 13 6 O 8 : v
; Ave N012I414 | Lenp33y-‘14: AnnonY ve ns N e us k . " K . ‘mnap
Jueihia “awons” Lamostcoinn | umnemn | St leatmntan| wimmtts | o |8 g E IV qguave 3T
wu . NOIJLNB I1YH ALSIO
w SOLHONO2E 0T _ SOTHONOE ONT 130 -
i » ONISSVLS ALTINOVS : o — ,
e 0L/60/0T 40 SV 3114 . 139an8 2L-U6T . 12009 RENOV EW wiog |
61 3utd 0L/LT/T1 005.£00a . . ALISHIAINN NOL3ONINd . .
i G 3lqe.L




: E i
ran 1996 | 2996 19 19 W . ; 200HTN -
SENTNINIPIAV Fali| aNv SNOJIoRodd
ERNIOTT 500
i
219 | 06261 IR62 [160T L1996 | 000291 | O0OET STVIOL NNV
. . _ : 9ton  [cgsh | tgeLt |oosge | o002 STVIOL-4ns
i . 60  man £gsh 19t |osiet [ooT AV . ; ‘ oo
| 60  man 000T  Sg39Eon 4Tig |osl2T. | 00T AV IR .. TOONT
: ~ . 1 - S{LRTATAT wmﬁ e FT TS | _
$219 | 05261 Tgswe 9029 | 9te6L |oosseT | oott STVIOL-4ns e
M 10 Iddvad 00T cgdlazz gz00T |0622T oot AV . - ._
; 0 Iddvau| 00T ST - | otgot [000ET | cOT AV .v., l
" 00 NITZNOD| 000T  $89895T , 2666 |oostt | oot v l g
0o NImioo| | . 00STT [00STT | 00T &V ., . - l
00 NIINOD %mw mwm_mw% ’ gtgs |ooozt | oot  av - 'x
00 NIZHOO §1£9 e | | osen |osizt | oot x|, | -
* 00 NIIHoO| S2T9 goon  oTYSE™d : : oszzT |00t &V n l
00 NIINOD 000T  SglzEE [0z | w6 [oseet | oor. v S l
00 NIINOD c219| oot  sgdleze | g6et ozt | oot v N
00 NIINOD Thoz 6ozot |oszzr | oot xv] I
M - 00 NIINOD 0sl9 | oot sgdtHgT - 6064 |ooser |00t av . I .
* SEENIGATVAY 3 INARINTPITY ORIANIINGD o
. H0SB2I08E ISSV HOO .. .
, NOTIvZTVIoas — SmwiEe | W 5 5 T " 5 3 |36 5 T ———
: Ly et | amosdcone | ey | marione Latma| | TRT |2 BT VN qagive O
“ NOtLNSB 1 Y1 SI1 QO . . )
. SOINONOOA ORT SoIHONOD@ ONT . NVY
= : _ _ 4 ONIZIVLS ALV . o amunam Ehw.woonwm_m.m._mmﬂmw.
L & T o oosieas ALISHIAINA NOLIONIN T penupmos) 6. e
e | ( _ - (penupjuod) g.a1qey -
...,,,” - m




]
i
©
[}
$299T | 0619S 9TOLTT | #l92§| S289T | 16L062| LEl2ss| onit STVIOL Idad
. 9996 18609 | £990L | 68E STVIOL MNVY
g2 143d Woud 009z | oooe | o o
<92 1d3a Houd 000€- | 000E | G2 IIw« ° WoogeN  on
€2 144Q WOl 0009 | 0009 |2 . . toggen  6£):
<82 3430 WOHL v snen | nen | oe . O e
€09 3dad Wouz| wem | wom | €€ N . BRIl
$g2 143a Woud 9821 | eggeT | Sn . |
. ¢g2 1d9a Houd 9996 | 9996 | €€ lmm .
m - 00y Id3Q WOMI . ooon | ooon | sz amm
. g2 14 woud . . . . st | ceoe | g2 , ' “,,.H..” mm .
g2 1J3d Woud _ zels |eae |z |
S92 .1d30 Houd Slos | slo6 | ss - G e ;6
S92 1d4a WouI| "~ - : _ ggoL | ggol | s - og ) 6
51330 HIo WoNd Hodnd 900 S
#gssT | ngsst | T STIVIOL JNVY L .
. , st | wgsst | wt STVIOI-ENS - .
W 60  MaN . oszq |oseq |Ltee s| . -III J08d SIA » » nooim - 62 |
60 mam| _ 1995 | 1995 |[l9ly xv| II HOIOMEISNI # »  €OOWDN g2
SIETNINTOIV MIN NV SHOIIPWOHA .
D_ RIS 255
§ N W — 51 T H 5 3 I ) ] v
", A 1043288 . N ANVIVS A e "Ly ‘ON . -
o soovin “wowe” | smeaeadtn | eon | dmasts i | e | aad |2 a8 S anww Touava - M
% Nolineiluisi10 . .
SOIWONODT ONT . : . SOTHONOOT ONT . INVY
i . . WYHO0Ud/* 1430
_M.“ ] . ONIZ4Y1S ALTNOVS ) . I3oand AIINOV qQIISINOIL -
coB 0L/60/0T do sv aTId . 4390n8 2L-1L61 . _ VE wiog.
2 © - aow 04/LT/TT 00$1£008 ALISYIAINN NOLIONIN | (ponunuos) ¢ oiqel, - |

e




Y
_ ! |
! ' “ o
: ; P . (9+ 4001 T)
26T | o9TaT | 29T | wem@se | en9ST | 0§°of Lo2Lly osomn | 6LTLE| oz9Lot| ._£l¢99 | gEE9T 106702 $ 34303 TV TT -
: _ : : . : (ST
! 65°9 | gvént | 26'gT | Tglzge | €609T ! LUTE 429705 osomn | 6L1.E| o29loT] €l699 | GEEIT 792622 9 IGINE TIV - OT .
W CGLlext | tegnt ! golt _ Heeese | g609T | E£°62 9ely _omw.s 6LTLE . oz9lot| €l699| BEE9IT 108661 (q ML T) OVd S,4d9@ 6 - -
] _ oot ‘s L © €1 £ oM . VS TVIOL 30 14 8§ -
ﬂ oLeut | e2eqt| 60°02 198l | 899ST | #E-2E #1906 059t 6LTLE| o29lot| €159 | gEf9t foERES _ G:Eﬂ..c TV L -
; et | ogsgd | Lt 00TS [:143) haas 00TS 00TS ISsv guaﬁa nst R
: ngT | 6009t #g°t o6z | 6009t | mg°t Lsvee ez | _wEnEb EE :omEm
i 05°2 00T | 05°2 neese | sot | g2 L1682 £99€ ns2se ﬁmﬁbﬂ -
: 6L°L | ottt | £ gostrt | 69Tt | os°at 0%2eLt 00Tt | Se9gt| oemoE | eelet €1626 mommmmomm ummcu._,_n, }
. : _ S mommmmoﬁ oomm<m
Iy sgeee ©°s 29Tt ggsee'| oo'2T 00012 OSTEE ‘nesgt| 26629 | THBES BEEIT 0gsSTg mommm.moﬁ a ;
: ... N L.w 2 B f H 9 3 3 Q ) —a v r
: 3L3.3 313/8 . - noia WLMEs | .cig30 wamio | s103r0us |  sonns - samng Rk S
: 5303 40°0N | 3oyy3ay ILI0CONG 304V | gpyyaay | $ILS 00N (4o vaovior] e nhm.. -| a8 ‘wouna | a3uoswoas |aziowisaw| vuanzs o
: o xwwnluwu.. " T1300N8 ONIHOVAL ‘1d30 . S3l8vIvS avioL - NOlLNGINL1SIO A . . e
3 ONIIVIL 2430 ’ . . R . e Sl
o S _ SOTHONOOE OHT WV¥90¥d/°Ld3C
i ABVYNNS »cSJ. »%h:u#_ Sl , v
R 130dng  So7LOT 0L-696T TVRIOV vV § “oN'wwoy
8T 3Ovd OL/TT/TT 000T#OAE >.:wv.._m>_ZD ZO.rmoz_m_n_ e o
: 9 9lqe,.L v
3 \
3




18791
05°gT
st

[ 0661

ont
-. €0°¢
: -

et

sn°6

vy

VA AT e

6191

Lt

etUT

€8.91

gentt
6T0LT

85'8
et

06052

lg'e |
0s°ee
Ly°6t

06°€2

on°t
€o°€
l9°
Tt

GE*L

L956nE

SETSQE

LogEeE

'SETTON

00091
89sTS

1996

egnEnT

SUMET

R e

T99LT

€00gT
9l6L1

gt
neegt

85'8
0562t

16252

6TLLT .

10°62
€0°1¢E
19°12

Enze

on°t
Awm.m
190 ]
00°sT

00°cT

LtheEts

169955
Linlsy

00t
TwonLs

0009T

#E219
1996
* oseeet

00S£0€

000he

clgel
clgel
SlgzL
€T

slgel

s2192

059

T T Y NI I A R I I A 7, T £ S AL AR A S e e T A o) AT e SOPTXTTY

26T9TT( - gs9te

| 2619TT
o

neeee
869€2

00SL

- §
t~

_e6ToTT|  4RsEE

9996

e’ W.Nmo.n

osurg | eseer | oose

261692

09.L10€E

261662

9s

09202€

0009T
.wmm.nm 3

1996

LSELTT

89TOET

(% OMHI T) OVd §,1d30

. SIJ2A HIO WOY Hound ™

" - H0SSJdoMd :00SSV..

65 - aovd OL/TT/TT o000THOGE

AUVIWNAS ANYVIVS ALINDVS
139008 2L-TL6T~. -

ALISH3IAINN NOLIDNING
. ), d1qel .

e — L - —— NUGTNTI P o : ~

| N ] W ! s ] r H .9 _3 3 - a o] a v

’ s i i 314/8 Ave LI - o| sidarou sonn sanns
i s31s 0008 | 350dtny  $34d s0om | 3oy [ 3ovaaay | 344 s0%0M ta - v g0 dvaoL | AR 40 FAvaT i 36 w3ung | aauoswoas | aasomisau| - vvuanas,
§ —mwh“w...l 1390N8 9NIHOV3L "1d30 S3IYVIIVS TviOoL NoliLNBINYLSIA . -
: oNIndv3IL 1430 : : o

: _v SOIHONODE OHT WYHOO0¥d/"1d30 -
TL-0/6T Qa139and €S ‘on ..:m,u_,.". i

L}

(9+4 MMI T)
S Id30X3 TIv

($ MMz 1) -
‘9 340X TIV -

Vs ‘TVIOL 40 I0d

© (oML T) TIV (L

ISSV DNIHOVAL QVaD

'

§
3
H
;
;



SPTEAITKY S00anN WA $e et e

B AL LT B

‘hé

- 64 -

26°gT | 2065t | ne | seste | oLt | tseoe maozs|  casmr| oces| ororre| gooen| <igor |- oLl
06T | nesot | wozz | zzmwot | coort| onete sizsc|  seost| oslos| otorte wigzs| sigor | L6062
.26°st |6vot | encet | semgor | ezeut| 1522 moeen| ‘coet| osigs| gtorre| - gooen| st | -omwee
_ 00T £ ot e | 6 | ¢ _ R
go-zz | oot | worsz | esseon | Lwt| onene 10065 | ceomt| osiss| orormy mises| sugor | ac6gee
00°t |ozl2T 00°€ 09TRE 0221 | 00°E 09TRE . 1 S.ﬁ.wm :
9s°¢ |tewr | os€ lgsog | 29781 | 68°€ £590L 9996 - 19609
‘ot |ozeor | 1wt ngest. | ozgot | w6t 18eeT . . _ #96ST -
6L°L femet | €26 | logst | TneT | co€t | - oooeor| .cey | osest| Llmez | slor  LT996°
02't |sontt 021 65191 ooset | 00z | - 00012 . " THE9 005t | E— ' .mm,G.ﬂ ._
20°s luome | gn9 Segsst | lzesz | oo'Tr ‘oosuz | ooset | oosie| gentg | ATz | Slgat (- ‘omﬁoa_m,
N W ) A . r - 9 ‘d ) - a U. . m ( -
sasawon | a0, Teanaman| aseey | 30008, [aissoon [4- v a0 1o il odsane | 'utamo| siovrows s Svuanas
Mw.”“w“.- 4390N8 ONIHOV3L "Ld30 S3I¥VIVS TVLOL . ZO tLanaiyLsia , ’ v

ONINDVY3IL“Ld30

00T 39¥d OL/TT/TT ocoTHoag

AvNnS AYVIVS ?—..50(& :

-439ang 2L-16T

ALISHIAINN NO1IONING
8 31qelL

. SOTHONODE oﬁ z(uooan_\.r_mo
; ﬁ..:ma EB& a n .z ._.au_

(9 eqamm 1) -
mgg

- (S.moiz 1)
9 Idd0x3 TV

(n ML T) OVA 82350
(9 MBI T) TIV

T mﬂsu. T
mﬂmnﬁbﬁﬁzogm_




- 65 -

ooooo.JoA&+ﬁV§oEﬂ5§8E§<h

~ 1EDaneal-ust
AIISHIAIND NolaoNIud

6 3lqelL

ghe ghe she TOE 692 €ee . gl2
(< < ghe w2 Lz 1113 60€ * ° * (TRegTagHe) AVINOVS LNSWINVAEA X SHNOH 00 AFTNOVE °92
. ,mn<aoa
9TT #{TT 96 oTt 9TT got lg e 3« + mm +22) maﬁauu E&mﬁg 2. .
7 m o5 14 8s ™ 6E  cccecee et SHOLVH YOINSS J0 BIGHDN  °HS -
s ol on € )13 ™ M =t s cec s e SHOLVH HOINAC JO WIWM  °€2
. T T L EERE R SHOIVYINEONGD ZHOMIHIOS S0 YITAN  °22
£ £ £ £ St et 9 * “SINIWIMVAET YSHIO 0L GAINATHINOD SHNOH 90 AITMOVA T
99T 99T 291 s02 1Lt ose 602 *(6T +9T) IIVNIVEDUSTN ‘SUNOH 0D AVINOVL TVIOL - °G2
<2 <2 = 11 2 €2 € *SININTNVAAT MAHIO XE‘SMNOH JOVINOO FSHMN0d AVIMOVA 61
et et LT BT Mt lzz 92 .t KIINOVA"I430 74 ‘SENOH IOVINOD ESUNCO- AZMOVL - “gT
9egT sqlt #69T 888T £18T ™t 6981 R R C 1 £ X115 g‘ﬂg Y ) 4
020T 266 agl 9lg 0£6 LLL 26k Ttoctec et gAOAY YO 0O SSSUN0D MI- SIMEWTIONMZ . 9T
908 €6L 606 210t £g8 7901 32 SR 00€ MOTZE SIEUN0D NI STMEWTION - 6T -
€2 €2 © €2 = = I RIRIE Ama...md SEEUN00 ') MADNN TVIOL . T - -
61 61 9T It 9t St St See e e et . * 3AOGY HO 0OF SASHNOO0 D UITHN ‘€T -
f n S 9 9 ) 9  ccecee ,J..nu...SmEEaagﬁahZEEi da,uA;w
. zouaoamamzav ua<=n<momun==gwnun
. R QIINVED STDHIT HOUV-VAR ‘SSH_‘Van aﬂwf&;
ot ot. ot 9 L St 6 e seeseeee ..aEgeaﬂﬁad.Ena Co
" gg s w5 s 5 6n gh = ottt 8+bm§§8§§ 6
€ 12 1©e =2 02 T 6T  ccccc st e *SINIONIS QIUAISTORY WEHIO °§. -~ .
of (19 0f of £ o€ 62 Toertcresrcecer 'S aﬁaﬁgsnﬁﬁa,p
of _0F of L1 62 2€ 1€ -+ + “SINIKTNVASQ IO 0T CEINETEINOD' SUNOH 00 »aa:ucm._,w_ -
03 0g €g 9% 6 €8 69 v -* *(n + £) SIVNAVED ‘SUNOH D0 AXMOVA TVIOL : °G. .
S S S . £t 6 € £ * * * SINSWIIV4SQ HIHIO X9 ‘SUNOH JOVANOD SHNOO AVINOVA - *4
sl cl gL £9 % . og %9 ....J.ua.soﬁﬁmnan.mgmgoggm g
. OKE - os€ use oz 1313 962 ™e oﬁgoﬁwd
ot of 3¢ of %2 . s c2 IR I I R wnnxumhvznuaxuao‘ho W T
) _zoaavnmawzw,.ma<=n<mu.
2L-UST  T-OLST  OL696T . 69-8%6T  89-L96T  L9-996T  99-S96T B
GEIVALIST | , . ONT  SOTHONOOE KVHDOWI/INIWIMVAST
OL6TST°Iaas * *aIvd

LTSI [T OT 99-S96T SOIISIIVIS DHIHOVAL - -




*€QLT
M3 TAS
6t °
°ggog, °

‘€2TT
eToT
" *RSET
*gotT* © °

AINN  NAICQ Id3Q

. - Lo .
s e e e 1 a1 s S e b e P, b it e L s e
A Py

¥OIOVL IS0O INZANIS AINN ¥3d H0Md IdFA ‘S.AIS TVIOL EEd ¥ad
YOIOVA IS00 INAANIS TNAC ¥3d H0Md Id3d “S.AIS TVIOL 3L ¥dad
~ ¥0ZOVZ FZIS SSVID ¥Ad WVYDOMd Id3d ‘SINZANIS ‘TVIOL 3ld ¥ad

AINN  NAI@ Id3d

2 L6T-TL6T

Tl6T-0Ll6T

0L6T-696T

A=\D
()

*LLot

*6l6

92T
Hett

€Nt
ge 1
S0°T
m T

6°19

*gse
.Ms.—N
s

*le
*Lt
€T

.ol

SR Q

Aedé

45888
SgE8

Mmoo
I g
NOBF
n-ao

*g€t

[« =]

St

WV00dd Id3a sgom ONIHOVAL Ydd

zomggo - JAIM-XLISYEAIND -~ onmEn -- g&n

XdVHHNS

HOLOVd IS0D Egn.m AQIM-AIISHIAING ¥3d SSNBE '1d3q smn.zﬂn:nh .H<§ SId ¥3d §,
HOIOVI IS0D INJANIS TYNOISIAIQ Wid WWUDOUd IdZQ ‘SINZINIS TVIOL ZId ¥Ad S,
' ¥OIOVd ,3ZIS SSVID, E WV4OOMd Id3d ‘SINIANIS TVIOL SId ¥3d S,

" HVEDONA 133C ‘HNOH ONIHOVEL ¥ad m.m
mzogoéo .Eua.n oﬁmoﬁa 27

HYE204d HMO ‘IHDand QE._UE No' N.EBSNE E mg uznmucm.a\

. (6T/8T) ¥OIOV IS00 8218 SSVIDD,
Q\md INIGNIS QVISUAANN SLI WSd SHNOH QVEDUAINA
aw}d aﬁeﬁgmﬂmﬁmmﬁsﬁg !

ggggsgmgmgggg N m

(00T X 3\3 SWVEDON QVESEQIM E nzcmooﬁ En o\o
Gﬂ + NT) SHV9DONd Id3d ‘SHNOH ONIHOVIL

mzouggﬁ Q -

Ama+ﬂ+od SUNOH NINIV TVIOL, €
o m,sozmuazsﬁﬁo.x
Egggﬁa o :

2\3 INAIALS QVSEAQN L4 ¥3J SHDOH- Eﬁé nﬁuﬁes_ _‘
(2/$) WEAWUS QVeD SLE Y33~ SUNOH NOISIAMEINS VD

(9.+ ). SUNOH NOISIAMEINS IVIOL '

- SMNOH NOISIAMHANS ‘INSANLS (VHOLAINA

‘SHNOH HOISIAMEANS JNFANIS nss

R zﬂ»ﬂgg

. aooﬂnm\c Eﬁoﬁﬂﬁﬁﬂpiﬁeaﬁnmoo\o?
(@ +T) ‘TVIOL. ‘SIS SLE KN

: " SINSQNIS QVHD GId HIEANN
maﬁgﬁﬁgesﬁ.mﬁesz,

mEthE.Bng .< .

- gLt
06T “T 100 - aTva

69-896T
Igoang

AIISYIAINN NOZIONINA
01 9a1qe L

alet - d.m.a

Ag oa bmnwwm.c mOHanHE..w gﬁm&n
o




B Y S e S N S R (R SR

enrgnat

AU T IRY 3 .
TR Y T AN A LA LS & R AL e Y L I AL o1 v bt

LR

62 g0°6T Ho0°22 IMMOE  OH°TE 0°T 62981
g2 05°gT  05°22 SETage €0°TE 0*T 00CHS
ot . 66°9T 26°gT T19l2ge LI°1€ gt°2 0S9ih

e AN b Ao r e hi [ S i A S e, BT S o] e

0°€ 06195 9TOLTT 41926 6lgoT Blo6e " LEL26S
ot 6lgel 26TITT - H2EEe 005L = O09LHOE  TG986S

§€°e 6LTLE o29loT  £lS99  GEE9T - HO26RZ  #EITOS

9 €€ 2E'C S9gTy 10°6 o o 0 0  9EgeE €86y o C98TH %oty
n e e LS 19°¢ o o 0 o 9t 0 0 LS Lol
€2 9L°ST  2L'gT lS622€  6€'92  O°T S209T - O°C  06)96 0QTOg T609h  GIGOT - 2E6@S . EC969M
e 69°ST  69°6T %ElZE  9E2  O°T 000W o SIgEL 9SSl6 ¢ HREEE - 00GL 6logte  nEzagh
o TR W 1 i T OET T 3 g a 5T T T
oVd Jd4vis 3IJ # $ @I T ¢ oI #  -$ SIJ3C ¥4 NOdS AIND o ,
# HOVEL ----==---=mee== § R __ HI0 X€ : -- . S@nd - XHVIVS
10 433 3EDNG ONIHOVEL ‘TVIOL AVE O/M SAVET AV4 HIIN SAVET HOMDI SQNAI QAIOTMISHY TVHENED VIO

oL/so/oT d0 sv FIII
e.\ﬂ\ﬂ STV N0Y

SISKTVNV RHVIVS % ONIZIVES ALTNOV TVAMZADNVAST
B0 2L-T6T -

ATISYTAIND zoauozmmm_

11 a1qelL

T e

ol .

OE mﬂ<aoa.

SLIAV MAN 2L 4
 SHOIIVAOAMET TL3 .

.EEEESNEH
NEEESOE.W

7 SoDWONOOE -
, . g wiod

lC

B i oxt proviasd vy eric [N

Q
F

t



- 68 -

ey

absence must be considered at least at a rough level of approximation.

These include not only leaves paid by Princeton but leaves without pa.y.
Forms 1, 2, and 3A are des1gned to show all of the above. In mid-
: September each chairman rece1ves Forms 1 and 2 for the past and current
years and a version of Form 3A for the budget year which simply repeats
the basic data for cont1nu1ng faculty. At the same t1me the chairmen
receive Forms 5A and 5B, giving summary data for the past and current
yea'rs ; Form 6, givin information on trends inl enrollment; and a.state-
ment from the Provost concerning the overall financial situation and
budget guidelines for the comingA year. The chairmen are asked to com-
plete Form 34, correcting any parts of the salary file that ar'e incorrect
and indicating their proposals for the coming fiscal year. As noted above,
, they are also asked to indicate any ma?jor respects in which they believe
- the enrollment projections on Form 6 to be in error, Finally,_ chairmen
are asked,tok.return a completed version of Form 10, showing proposals
for all purposes other than academic year faculty}salaries. and to submit

1/

By mid- October all the returns have been processed and a printed

a memorandum prov1dmg the rationale for the ent1re set of proposals.

statement of what departmental cha1rmen have submitted is available to
_the Dean of the Faculty (as Form 3A, shown earher) By requiring -
cha1rmen to submit their requests wlthm the format of Form 3A, this

. procedure has the advantage of forcing more or less simultaneous consid-
| eration of all the decisions that must be made 'with respect to the depart-
ment as a whole and the md1v1dual members. The Dean of the Faculty

also has ava1lable at th1s t1me the machine-processed vers1on of Form 5D

, 1/ Cha1rmen are not asked to return Form 5D summamzmg requests
‘ 7for the coming year, . smce completmg Form 5D involves primarily the.

o mechamcal adding up of. various entries on 3A, and. this can be done more
- accurately and easily by computer. ' Similarly, the entry on Form 10 for '
-academ1c year faculty salar1es 1s calculated by computer. - ‘
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which summarizes departmental proposals by rank and shows the proposed
distribution ©of salary cost_among general funds, restricted and contract
funds, charges to other departments, and leaves. Totals for divisions and
the University as a whole are also provided. In addition, the Dean of the
Faculty has Form 8, which summarizes differences between the current
year.and the requests for the \budget year. '

The Dean of the Faculty’s office then evaluates each department's

requests primarily on their own merit but also taking into account the

A SR A A L R L L N ey P Pty
SR SRR LTSN

totals requested and the degree to which these totals exceed what seems
reasonable for the University at that time. The criteria used are many
and natwvrally differ depending on the type of decision to be made.. One

important feature of the process is that the pr‘ocedures which lead to
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requests also generate a body of information sufficient to evaluate them.

The major decision to be made, of course, is the number of
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positions to be authorized Form 6 prov1des mformation on past, current,
and proJected enrollments and the number of courses offered on the -
- graduate and undergraduate level. It also includes information on the

number of majors in a department thesis adv1smg to be done, etc. H
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teaching hours (and 1nstructional cost) per FTE student are shown on
Form 7. Sharp changes that would result_ from granting requests are
| easily seen, as well as those departments out of line with the University
L.or dirisional averages... For fuller information about particular courses
and particular faculty, the Course and Faculty Schedule Information
‘System (CAFSIS) can be consulted (CAF'SIS is described in Appendix C of

this report) No set formulas for agreeing to or reJecting requests are

e et A T e s e e

.used, but a w1de range of information on manpower and dollar costs -
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. relative to the need created by student enrollment is available for the’ Dean
of the Faculty to’ consider. , o o '

' Also unportant in evaluating total manning requests by department
1s the recent history of the department and whether it 1s one that the
UniverSity has been trying to build -up. or whether it is one that has been "

B , contractmg Forms 1 and 2 (and their summaries in Forms 5A and 5B)
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provide information identical to that in Forms 3A and 5D for the current
year and the previous year. Form 8 provides a helpful summary of the

'three yearperiod. In addition, the Dean of the Faculty maintains his own

. files concerning trends in departmental manning which go back farther in
time. ’ | ,

. Coverage in terms of fields of specialization is another consider-
ation of crucial importance. It is also the one that is least susceptible to .
quantitative analysis. A department must be sufficiently broad that it can
reasonably cover its subject at graduate as well as undergraduate levels,
At a university as relatively small as Princeton, it is 1mposs1ble to cover
all aspects of a subject, so breadth cannot be unlimited. On the other
hand, some areas of a subject are crucial enough and multifaceted enough
to require even more than two: or three people in the area. Proper
coverage, then, is a matter-of contmuous discussion within departments
and between departments and the central administration. The presence
of th1s factor is one of the chief reasons why a formula relationship
between enrollments and faculty manpower is never a sufficient basis for
evaluation, in and of itself. . _

Th'a distribution between tenured and non-tenured positions and the
retirement pattern w1thin the tenured ranks are: cr1t1cally important for the
long run health of a department and the University and, . accordingly,
receive a great deal of consideration in the rev1ew1.ng process, - Too high
Y tenure ratio robs a department of the vitality young faculty bring and

' also prevents a department from con31der1ng br1ght young scholars on

whom the future of the department w111 depend Too low a tenure ratio,. on

' .the other hand w1ll rob the University of the recogmzed scholars who are
80 1mportant 1n their own right to both the scholarly and: teaching missmns
- of the University, and whose presence also facilitates the. recruitment of

: br1ght young faculty who are attracted to. the best men 1n their field

Form 3A's explicit presentation of tenured versus non-tenured positions

" as well as retirement dates for all faculty 1s consequently quite 1mportant '

-' ‘ In budgeting for 1971 72, w1th the obJective of reducing cost as much as.
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possible, great care had to be taken to avoid taking the easy route of
. making all cuts possible immediately, as this would have meant a sharp
rise in the tenure ratio. This same concern for the tenure ratio, as well
as the direct cost-saving aspect, led us to encourage the replacement of
departing tenured faculty}'with non-tenured appointments whenever possible.,
Much of October and early November was devoted to considering
departmental requests in lightof the information and criteria discussed
above. | Chairmen took the opportunity during this period to submit
additional material germane to their requests by memo and in person.
 Preliminary attitudes of the Dean of the Faculty were discussed and
_ preliminary decisions were made. On matters of policy, the President
and Provost were consulted In addition, the v1ews of members of the
subcommittee on faculty manning of the Priorities Comm1ttee were sought.
In November, the results of the preliminary conclusions reached by the

Dean of the Faculty were presented to the entire Priorities Committee.,

Tables were prepared showing in detail the numbers of full-time equivalent

faculty proposed for each department and associated salary cost on the
basis of: (1) total faculty in each department and (2) our measure of
teaching co st which adJusts the total number of faculty for salaries

B charged to research grants, purchases and sales from other departments,
and anticipated leaves w1thout pay. Table 12 isa summary of what was
presented m detail for each department It also shows the degree_ of
budgetary constraint employed. 1/ , _ |

' . As can be seen from Table 12, the preliminary decisions arrived

at department by department reduced the total number of faculty membe rs

BN

o 1/ Special summaries had to be prepared for the Priorities Committee

N in part because the machme -processed forms are too cumbersome for

.. review by a large: group in‘a: relatively short period. of time, Also, since
- salaries of mdiv1duals are confidential ‘no forms’ containing information of

~ this'kind.(e. g., Forms'l, 2, and 3A) could be shared with anyone outside

‘ the central admuustration and the departmental chairmen. - ‘ e
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'I‘able 12

Summary of Faculty Budgeting Proposals for FY 72

_ Faculty on
Total Faculty Teachin j Budget
FTE's $ . FTE's $

(1) Actual 1969-70 ' , 649.76 10, 076, 457 553,96 8, 579,730

(2) Budgeted1970-71 » ’ 691.94 11,088,837 595.12 9,510, 924

(3) Requested1971-72 714,74 11,461,'937 '631.03 10, 043, 397

(.4)_41221_‘9‘.’99.193.1- 2. §_7:1; 35__10,947,017 593,93 __9, 068,778,
(4) - (3) = Cutsin Requests -40.39 = -514,920 -37.10 -474, 619
(4)-(2) = Change from1970-71 - -17,59 -141,820 -1.19 .67, 854
Table 13 .
Explanatmn of Changes from 1970-71. Budget |
to Proposed 1971 72 Budget
S SR Faeulty on ..
‘ Total Facultx Teaching Budget
" FTE's - §$ FTE's N
» f(l)TotalChange O -1nse -141 820 | -1 19 57,854
',(Z)NetIncreasesthatCarry R L B S

the1rown Funds . = . 6,40 & .'118,' 881_, 7.36 141,198

f‘.'(3)Net1ncreasesdueto ,’_' _ I o L : ‘
: Prwr Comnutments ‘.'_ - 5.80 105 500 3.' 84 - 57,000
| (4)RemammgNetChange C -29.89 -,366‘,‘_20'1, --12 39 -10,344

!
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significantly and the teaching manpower slightly in the face of an expanding 1
undergraduate 'student,body. (In comparing the dollar figures, it is impor-
' tant to remember that salary increases are not included in the figures for
1971-72.).
A more precise picture of the budget recommendations for FY 72 .

can be obtained by separating from the total those changes that carried
with them their own funds or represented prior commitments. This is
done in Table 13. . |

Line (4) of Table 13 shows clearly that for those decisions that
affected University funds and that had not been made previously, “the .
proposals for 1971-72 represented a significant reduction from 1970-71: ,
$140, 344 in charges to the teaching }budget The $366, 201 change in total
faculty includes as well changes in sponsored projects and leaves of
absence without pay, agam exclusive of salary increases.
| After a full discussion within the Priorities Committee, the

proposals summarlzed above were mcorporated w1th1n the larger set of

e e 4 1t o e s imon ¢ i bt F e

budget proposals bemg developed by the’ Commlttee. When the entire

rev1ew process/, was completed, and the se proposals ha'd been approved by ' | ! '
S . " the Pres1dent an approved" Form 3A was generated and returned to
\..s o , each department. Th1s form showed exp11c1tly wh1ch pos1t10ns ‘were
o authorlzed and which requests had had to be denied. The approved

) Form 3A was accompamed by a memo from the Dean of the Faculty
’ 'explalnmg the dec1slons. Also, all departmental cha1rmen received

cop1es of the Report of the Prlor1t1es Commlttee for d1str1butlon to their

faculty members.v The sectlon on faculty manmng in the 1971 72 Report
‘of the. Prlor1t1es Commlttee (pp. 202~ 207) served to explam further the

th1nkmg of the Comm1ttee regardmg faculty pos1tlons. ST

When they rece1ved the1r approved Form 3A's, departments began .
" to propose cand1dates to fl.ll the authorlzed pos1tlons. Of course, informal

1nqu1r1es and recruitmg efforts had been gomg on for some time, but

) . cha1rmen had been asked to delay making any formal proposals for appomt- .

ments or reappomtments unt11 the ent1re set of faculty mannmg declsxons
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had been made. The procedure for filling authorized positions is entirely
- separate from the procedure for ‘obtaining authorizations, although many
of the same administrative officers are involved in both operations., Where
the authorized positions involve the reappointment or promotion of an
assistant professor or an appointment to associate or full professor, the
proposal has to be considered by the’ Falculty Advisory Committee on
Appointments and Advancements and then acted on by the President or
Provost, In considering propousals, this Committee is concerned with the
qualifications of the individual; it takes as "given" the need for the position
as it has been determined by the budgetary process. Actually, however, '
there is close coordination between the process of authorizing positions
and the process of filling positions since the Dean of the Faculty, the
Provost, and the President participate actively in both sets of decisions.
To complete the gene‘ral account of the faculty manning process, some

appeals were made-for reconsidera'tion of disapproved requests for authori-
' .zatlons, and a few were granted on the basis of new information or outside
fundmg. In addmon, some posmons were vacated due to unanticipated
' reslgnatxons, and replacement decisions had to be made. In March, how-
ever, when a trial balance was run, the manning situation was within 1%

of the summary table: above. Arr1val of fall enrollment numbers led to

a few more requests, 'mostly for Instructors,_ and recommendatxons on
these requests were submitted bv the Dean of the Faculty to the Provost
. and Pres1dent for fmal approval, By that time,v work had started on the
FY 73 budget. . | ' |

Faculgy Budgetmg ora Partlcular Department Economxcs. -=- In

order to see more concretely the types of. decxsxons that must be miade and
the uses of the information presented on the maJor forms, we have decided
: to add a few comments on the Economlcs Department which we have been
- using. for 1llustrat1ve purposes throughout th1s section. - ‘

The requests of the department for new appointments are clearly

labeled N140XX on Form 3A. They consxst of a’ replacement for a Full -

- Professor who retxres, two new Assxstant Professors, replacement of a

At e > ket e
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part- t1rr;e Instructor and an additional Instructor, and a part-time Visiting’
Professor who would replace in a specialized course the only man in that
field (for whom leave was requested that year). The teaching manpower in
Economics is also affected by substantial sales to and from other depart-
ments, especially the Woodrow Wilson School of Public and International
Affairs, ' | l

[ | ‘Forms 5A, 5B, and 5D provide a three-year picture of the manning
situation. Item 9H on Form 5A shows the department's faculty was 29, 33
in 1969-70; item 9H on Form 5D shows that this number would fall to 27. 51

in 1971-72 if all requests were granted. In terms of persons.on the

-teaching budget, however, the department's manpower rose from 18.92
.in 1969-70 (item 10L on Form 5A) to 22.50 in 1970-71 (item 10L on
Form 5B) and would be 22,04 in 1971-72 (item 10L on Form 5D). The
main source of thlS d1fference is fairly technical, having to do with -
changes in the "home base'' of certain faculty members, among other v :
things, and this is not the place to explain it in detail, What is important
to note is that sirnply.by counting heads (number of FTE's on the depart- "’
mental budge't) one would feel the'department was "tight, " even granting
all their requests, The current budget system, on the other hand, wh1ch
is designed to count all teachmg manpower in the "teaching budget" |
figures, _shows that in fact the department would remain substantially
above its 1869-T0'level if all its requests were granted.
~ The deCl.SlOl'IS for this partlcular department in terms of specific
requests were made fa1rly easily Form 6 showed enrollments had risen; . ;
however, CAFSIS showed that courses in the department usually had two
lectures and one class (not a precept) per week - Since the class sizes
(f1fteen to twenty-two students) did not appear to be excessively large, it

was felt that additlonal enrollments could be handled by existing manpower

- ‘ln shghtly larger classes. The Instructors requested by the department
’were to be used 1n the mtroductory courses and ne1ther was granted, as

: the department was advised to use graduate student Assxstants in Instructlon

N
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should enrollments expand in these courses.}-/ The Visiting" Professor
v;as denied, as the one course he was to teach was not a prerequisite and
could be dropped for one year without disrupting any student's program.
The request that the department be allowed to replace the retiring holder
of the Walker Professorship, on the other hand, raised very different
issues. The holder of this engowed chair is normally also the Director
of the prestigious International Finance Section, and Princeton has had a
long history of good work in this field. A search had begun over a year
before and it was believed that the department might be able to attract an
exceptionally able person. For this combination of reasons, approval was
given. One new ass1stant professorsh1p was granted largely due to an
absence of full coveragc in the particular field. The other assistant
professorsh1p was not granted since two replacement appomtments were
in this field, and w1th the other faculty already here, the area seemed
well staffed. |

"In all 251 FTE's were cut from the department's requests. This
left Economlcs shghtlv above its 1969 70 staffing level, with an increase

commensurate with’ the department’s 1ncrease in majors. It should be

noted that later in the year an Assistant Professor resigned and one of the

Instructor posnlons was then authorlzed as a replacement, the time of
‘year bemg too 1ate to permit a full search for a new Assistant Professor,
Another. Ass1stant Professor left dur1ng the budget process and his
replacement at that rank was authorlzed o

Two ‘requests for promotlon to tenure rank are shown on Form 3A.

In evaluatmg these requests, two factors were part1cu1ar1y important.

, The age d1str1butlon of the department- is young (only one retirement in - -

1/

- It should be noted that the Dea.n of the Graduate School makes ,
dGCISIOnS on the allocat1on of fellowshlps after the distribution of Assis-
tants in Instructlon is made. " This’ coordmatlon means the additional use
“of Al's will not alter mater1a11y the total or dlstr1but10n of graduate
student support in the Un1vers1ty.1j; R L :
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- the 1970's), which argues against the request. On the other hand, Form 5B

- showed that the department had fallen one in its tenured ranks in recent
years and that its tenure ratio was well below 50% while the University
average is close to 66%. The department was allowed to go ahead and sub-
mit papers‘ supporting these proposals. As noted above, the final deter-
mination in such matters is in the hands of the Faculty Advisory Committee
on Appointments and Advancements, the President, and the Trustees, who -

judge the qualifications of the indlviduals. At this juncture the issue was
solely the distribution of pos1t1ons and whether the proposals ¢ould be

: brought before the Commlttee on Appo1ntments and Advancements. .

Columns M and N of Form 3A show requests for leaves of

absence. These are supplemented by statements outl1n1ng the purposes

“of. the leaves. ; In the case of th1s department -almost all the leaves are

' junior faculty leaves. Under the "1-in-6" program, each assistant pro-

, fessor is ent1tled toa term s leave w1th pay dur1ng his- or her f1rst

" _appomtment Based ‘on the number of tenured faculty, each department

. is also g1ven a quota of leaves for 1ts ent1re faculty, and this department

had proposed two leaves < wh1ch is W1th1n quota. , The general pattern of
| leaves, then, could be approved. The part1cu1ar requests, however,
‘could only be acted on when ‘the statement of purpose by each md1v1dual

- was rece1ved. As w1th promotlon, the key 1ssue at th1s pomt was the

_ totals as they affected the manmng plan for FY 72, not the cases of par-

o t1cular 1nd1v1duals. -

At th1s pomt a'rev1sed Form 3A wh1ch el1mmated the d1sapproved

oo _1 requests and left the approved ones was returned to the department along

:_ w1th a memo from the Dean of the Faculty explammg the act1ons. ﬁl

o Pos1t1ons for new appomtees were ass1gned "dummy payroll numbers s0

that the department"'-"j’_the Dean of the Faculty, , and the Controller "ould keep

track of 'them ’m a stra1ghtforward way.v,’
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Form 3A, a portion of some faculty salaries is picked up by sponsored
pro;ects. Unfortunately, the project grant was not renewed and general
funds had to fill. the gap. This was not serious for this department, as the

amount was small and no new appointments or positions had been approved

" on the basis of outside support. In general, however, it is important to
- be sure that a department's estimate of outside support is realistic before

commitments are made, This is one respect in which the Dean of the.

Faculty has only limited information at his dlsposal and has to’ rely on

the estlmates of others, '
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- :‘fffour-year commitments'made to entermg freshmen.

| ' ,as‘s?s:ted.

Budgeting in Specific Areas:

Undergraduate Student Aid

The section of the 1971-72 Iteport of the Priorities Committee

dealing with undergraduate student aid (pp. 229-236) contains a detailed

discussion of the conclusions reached regarding student aid and’of the

‘ rati_onale for the re¢dmmendations advanced. Here we attempt to supple-

ment that discussion of substance by describing the steps involved in
arriving at the recommendations pr'esented in the Report.

Preliminary Anagysis. -~ In the summer preceding the fall budget

- cycle a framework was developed for summarizing the various pieces of

information needed to evaluate alternative pr0posals regarding student aid.

At the same time, the basic data were collected and summarlzed in the

form required for further analysxs. Then, early in the fall the Office of
the Dean of the College arid the Bureau of Student Aid were asked to make

a ser1es of detailed calculatlons showmg the- 1mphcatlons of a variety of '
alternatwe proposals for the Un1vers1ty budget and for numbers of students
. The best way to illustrate what was done lS by presenting some of ‘
‘the bas1c tables used in the work. Tables 14, 15 and 16 contain the under-
lymg data on. enrollment progectlons, estimated student budgets (i. e., the
'cost of attendmg Princeton to the student and h1s famlly), ‘and estimated

sources of support for the student other than scholarshxps (famlly contri-

' butlons, loans, term employment summer earmngs) ‘ _

' As: can be seen, al of these tables contain data for Flscal Years 73
and 74 as well as 72 Th1s was: in keepmg w1th our general approach |

= ,. toward the development of the-budget for FY 72 in that we were seek1ng to

lj ;;make recommendat1ons for FY 72 m the context of a prov1s10nal plan
extendmg through FY 74. - Moreover, in the case of fmanclal a1d the need '

o 'for forward plannmg 13 particularly cr1t1cal because of what are really

;;;// :
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The enrollment proJect1ons (Table 14) are stra1ghtforward ‘They
show. class by class, the implications for the size of the undergraduate
body of the initial plan for coeducat1on adopted by the Trustees.l/ )

‘ The estimates of student budgets (Table 15) show our best guesses
at the time of what it ‘will cost the typical undergraduate to attend Princeton
in each year through FY 74. The projected increases in tuition and room
and board charges’ shown on this table were based on initial assumptions;

.-as has already been noted above, we subsequently rev1sed our provisional
estimates for tuition increases in FY's 73 and 74. (The d1fferences in
expenses in a g1ven year for Juniors and semors, compared with fresh-
men and s'ophomores. result from the fact that many upperclassmen eat
in colleges or clubs while most underclassmen eat in Commons -- a set
of central dining halls. ) ,

' The assumptions concerning ways of meeting individual student
budgets other than through scholarships (summar1zed in' Table 16) are

o extremely 1mportant because it is the difference between the total budgét
and the fam1ly contribution plus "self-help" (loans plus summer work plus
term-tlme work) that detern?mes scholarsh1p requirements. The current

) year's base for fam11y contr1out1ons comes from the College Scholarship
Serv1ce Needs Analysis as adJusted for md1v1dual students enrolled at
Prmceton. Famlly contr1but1ons for classes already enrolled were -
assumed to grow. 5% per year. ‘ For each mcommg class we used the ‘ ‘

ot average fam1ly contrlbutxon for the current year's entermg class inflated

at 5% per year. Summer employment and term employment assumptions

- 1/ Subsequently (i.n the Sprlng of 1971) the Trustees adopted arevxsed |
: plan wh1ch called for larger increases in’ the student body, and all of our

calculations pertaining to. student aid were revised accordmgly .However,

these revisions did not alter the bas1c pohc1es adopted in the fall budget
" process’ and to'have mcluded the rev1sed f1gures ‘with® the orlgmal calcu-
.‘lations: here would hav . omphcated the presentatlon w1thout addmg any-
th.ing of substance. o T L ST v '
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were based on recent experience at Princeton. The initial loan assump-
tlons were based on a combination of past experience and a feeling that
this component should increase somewhat.

Table 16 distinguishes between: (a) "disadvantaged" and (b)
"other'" students needing financial aid. The disadvantaged category in-
cludes all students from families with incomes below $7, 500 (with some |
adjustments for family size and other variables). We prepared separate
»estim’ates for this group because: (1) the University has been committed
-"to a special effort.to enroll disadvantaged students; (2) this group is
eligible for special governmental‘programs; and (3) the clrcumsta.nces
of t_he families in this cat‘egory differ so much from_ the clrcumstances of
many other families of students needing financial aid that different
assumptions were made concerning loans and surnmer savings as well as
family dbntributions. The average scholarshin is, ofcourse, much
 higher for the disadvantaged group and the number of students in this
category has a considerable effect on the total scholarship budget. For
‘ all of these reasons we found it helpful to divide students 1nto "dlsadvan- :
taged" and ' other m analyzmg undergraduate student a1d (It should be
.'emphasmed that the figures given in this table and all subsequent tables
for "d1sadvantaged" and 'other" are averages for all students needing
: fmanclal a1d ) s ' | ’ ' |

The background mformatmn conta1ned m Tables 14-16 was used to

o calculate the 1mp11catlons of an 1mt1al ser1es of alternat1ve approaches to

'student aid over the perlod FY 72 through FY 74. The alternat1ves
~ specified for th1s m1t1al analysls were of two types- one set of alternat1ves
. started W1th assumptlons about the percentages of "d1sadvantaged" and -

other students on financ1a1 a1d who would be enrolled m the entermg

S class and der1ved the amount of scholarsh1p money needed the other set

B ',‘ of alternat1ves started w1th assumptlons about the amount of scholarsh1p

B ;.'-_-f‘"money that would be ';a

o »dlsadvantaged and ot': .r tudents who could be offered scholarsh1ps under -

llable and der1ved combmatlons of percentages of -'

Y
3
4
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‘Table 18 is one of the set of twenty-one worksheets used to derive ;
the figures shown on Table 17. A separate worksheet was prepared for ’
each of the seven alternatives for each of the three fiscal years under study. .

This particular worksheet contains the calculations behind "Alternative "

for FY 72 -- which started with the assumption that the entering class in :
each year from 1971-72 through 1973-74 would contain 10% economically ‘ ‘

d1sadvantaged students and 42% other students on scholarship and then

PRSP

der1ved the f1nanc1al 1mpl1cat10ns. (This was labeled the "current plan'

because 1t corresponded roughly to what had been done the prev1ous year |

R P )

- (FY 71), with the d1fference that the percent of "other students on
scholarsh1p was 39% in FY 71 ) - The first step in complet1ng this work-

wat e Nt f e e

sheet (and the comparable worksheets for all of the other alternatives for

* each of the three fiscal years under cons1deratlon) was to calculate the

e o an.y

‘amount of scholarship funds needed over thenext three years for students
already enrolled. Everyone was agreed that the needs of this-group
repre"sented the first claim on our resources. The scholarsh1p funds for

- FY 72 needed by the current year's freshman, sophomore. and junior

classes were calculated d1rectly as the difference between the total student
budget (Table 15) and the total of non scholarsh1p items help1ng to meet
the student budget (Table 16), mult1pl1ed by the enrollment figures for the

categor1es. ~We assumed that the percentages of "d1sadvantaged" and
! ! other student.s on scholarsh1p m each class rema1ned constant as that
- class progressed through the Un1vers1ty, but we d1d allow for general
attr1t10n and transfers as reflected in the enrollment f1gures in Table 14
After ca1culat1ng the scholarsh1p amount for students already enrolled
L the amount that would be needed for the enter1ng class was calculated
L ‘analogously.,,_ﬂ_"”"' S PRy L
In transferr1ng the results for each alternat1ve 1n each f1scal year
from a worksheet to Table 17 an add1t1ona1 programmatlc calculat1on

was made~ the Dmector of the Bureau of Student A1d'.est1mated for each

| enfermg class the number ,o_ ‘adm1t ed_ students who would normally quallfy

T

for student "5but fo r whom ' o scholarsh1p a1d would be ava1lable because
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Table 17
Undergraduate Financial Aid -
Implications of Alternative Plans
FY 69 to F'Y 74
p : ,
& FY69 FY70 FY71 FY72 FY173 FYT74
Actual Actual Budget :
ALTERNATIVE I - (Current Plan) S : ‘ IR
Entering Class o L
% Disadvantaged in Class ‘ ‘ ot 5% 5% 10% 10% 10% = 10%
% "Other" on Scholarship 1 42% 44% 39% 42% 42% 42%
B Scholarship Need Stds. not Offer., Scholarships ‘ 20 0 0 o - 0 0 :
Scholarshlps - All Classes $ Thousands) : .' ‘ ' o o
Total Scholarships T . 2,353 2,796 2,999 3,635 4,009 4,213 A
. General Funds Requir_ed S - 100 276 510 1,055 1,309 1,385 ;
ALTERNATIVE IIa - (General Funds Constant) '

. Entering Class : o . _
% Disadvantaged in Class - =~ =~ 5% 5%  10% 10% 10% 10% ‘
%-"Other" on Scholarship -~ =~ ' 42% . 4% 39%. % 19% 47% |
Scholarship Need Stds. not Offer. Scholarships 20 o 0 315 207 0

: {
Scholarships - All Classes ($ 'l‘housands) AT — _ ‘ ‘ B -
Total Scholarships - ] S 2,353 2,796 2,999 3,090 3,210 3,337 .
Generel Funds Bequired o o L : 100 e 276 . 510 . 510 510 510
. o ]
i
ALTERNATIVE I - (General Funds Const-.nt) :
_Entering Class = . el L S L : _ !
% Disadvantaged inClass ‘ o : : 5% -.5% - _.10% 0% 0% '10% Cd
~ % "'Other" on Scholarship . e o 42% - 44% . . 39% 28% - 42% @ 42%
Scholarship Need Stds. notOffer. Scholarsnips ’ 20 0o o0 170 0o 0
Scholarships - All Classes ($ 'l‘housands) SRR ETIE o . o
. Total Scholarships - "~ © . . .. .0 2,353 2,796 2,999 3,000 - 3,210 3,337 o
~ General Funds Required : SRR ioo .. 276 510 510 © 510 510 o
AL'I‘ERNATIVE Ills(Gen. Fds. halfwaybetweenl&n) e R S . SR o

L EnteringClass A L I o
0% Dlsadva.ntagedin Class e e T 8% /5% - 10% - 10% 10% - 10% -
“% "'Other"-on Scholarship "~ o 42% T 44% - - 39% ' 24% - 33%  42%

ScholarshipNeedStds. notOffer. Scholarships B0 Y0 0 1_62 o 8_1 0

'l‘housands) ' L - e
'-'3. 362 3. 608 3.,(‘774‘ -
General Funds Required 76.. - 510 - /782" A’ 903 '94_7.‘ o




RS L T P T

s

Thble 17 (continued) »

R ' o RN

s S » : . _ FY69 FY70 FY7 FY72 FY173 FYT4

4 Actual Actual Budget
& ' ALTERNATIVE lIIb(Gen. Fds. halfwaybetweenl&ll) .

i Entering Class : . o _ B

s % Disadvantaged in Class .- ) 5% , 5% 10% . 0% 6% 9%

g " % "Other" on Scholarship 42% - 44% 39% 40% 42% 42%

“ Scholarship Need Stds. not Offer. Scholarahips 20 0 -0 20 0 0

. Scholarahips - All Classes ($ Thousands) ‘ L o

) Total Scholarships : , . 2,353 2,796 2,999 3,362 3,608 3,774 -

i ‘General Funds Required v , ' : 100 278 510 782 - 908 . 947

B, ALTERNATIVE IV - ("Smoothed" Alternative

p. , _between'I & II) . _

. 4 Entering Claas KA L ; _ '
- % Disadvantaged in Class o - - 5% 5% 10% . '10% 10%  -10% .
£ . % "Other" on Scholarahip : o 42% . 44% 39% 35% 35% = 85%
' ScholarahipNeed Stds. not Offer. Scholarahips 20 0 0 ~ 63 63 ° 63

i e Scholarshxpa - Al Clasaes ($ Thouaands) _ R : ,
L B Total Scholarships L St 02,358 2,796 2,999 3,526 3,793 3,866

General ‘Funds,R.equi;'ed_ S 1000 218 510 946 1,093 1,038

AL"‘ERNATIVE V- (Altemative v with
co S 8% Disadvantaged)
3 Entering Class

" 9 Disadvantaged in Class - o o -f 8% 5%  10%  .8% . 8% 8%
. % "Other" on Scholarship = = - S 42% . - 44%. 39% 0 35% 35% - 35%-
' ScholarahipNeed Stds. notOffer. Scholarships .22 - 0. -0 64 T 64, .64

Scholarshipa All Classep $ Thouaands) _ L S . ‘ .
‘Total Scholarships ' - S S0 . 2,353, 2,79 2,999 3,474 3,685 3,692 -
General Funds Required SR 100 - .276 _.A'Mslo - 894 985 864

[}
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of the constraints underlying the alternative. These numbers are shown
on Table 17 under each alternative opposite the line ''Scholarship Need
Stds. Not Offer. Scholarships.' These numbers served as direct measures
of the shortfalls associated with the various alternatlves. ' :
Table 17 also contains one final piece of summary mformatlon-
the amount of general'funds, as distinguished from total scholarship funds,
required by each alternative. These numbers were obtained simply by
subtracting the amounts of scholarship aid anticipated from endowment,
gifts and grants, and Equal'Opportunity Grants, as summarized on
Table 19, from the total scholarsh1p bill as shown on the various work-
sheets, However, wh11e the claim on general funds thus appears as a
" residual (and was so calculated for the alternatives that began with assump-
tions about the numbers of students to be awarded scholarships), the
amount of general funds was stipulated in the case of other alternatives
(for ‘example, ;\lternative_ II, which assumed a constant contribution from
general funds, at the FY 71 level, through FY 74), and the effect on num-
bers of s’c_,holarship students was calculated as the residual. As can be
seen from the entries for Alternatives II and III on Table 17, calculating |
' the numbers of students on scholarship m the,entering class as a residual
can produce some sharp' v'changes from one year to the next in admission .
policies (in an extreme case, for e‘xample, going from 10% to 0% dis-
| adwiantaged students). | In practice, such sharp swings could not even be
' considered, and some smoothing. would be needed Alternatlve IV 1s an
: "example of a smoothed version of an earlier alternatwe. .
The above discussion has emphaslzed the scholarsh1p element of
student aid packages because that is the element that requires exp11c1t
‘prov181on in. the operatmg budget Loans and term- t1me employment are

also provmed by the Umversity (m some cases through part1c1patlon m

: Government programs), and 1t was also necessary to cons1der what could E |

? be done for student a1d under these headmgs. . The estmates under each

: ‘-alternatlve for each f1scal year are shown on the worksheets (as ca.n be

: ‘fj_"seen from:'Table 18),

T W AN N M B MG L 0 1wt 4 M1 NN S s A g st L 0 e e g T R ST C P RN
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Deliberations Within the Committee. -- The full results of the

preliminary analysis described above (including all worksheets and sum-
maries of loan accounts and work opportun1t1es) were made available to
the Priorities Committee as it began to discuss the difficult issues of
~ principle and of practice involved in making recommendations concerning
student aid. These same materials had been presented earlier to the
Faculty Committee on Undergraduate Admissions and Financial Aid, and
that committee prepared a lengthy memorandum for the Priorities Com-
mittee descr1bmg the evolution and philosophy of admissions at Princeton
and advocat1ng a new alternative, called "Alternative O." This alter-
native was based on the principle that admission decisions should be made
entirely w1thout regard to need and that 211 scholarship funds needed for
students admitted should be prov1ded. With regard to numbers of students,
. the Faculty Committee argued in its memorandum that the numbers shown
on Table 17 for students who would normally be admitted but for whom no
scholarship funds had been (or would be) available were incomplete.
Their memorandum noted that the numbers shown oa Table 18 for the
current year did not include students who had been offered admission from
the waiting list.. The Director of the Bureau of Student Aid estimated that’
including waiting list admits, - 47% of non-disadvantaged entering students
would quaiify for scholarships in FY 72 if past admission practices were
“followed. If the budget allowed for only 42% of these non-disadvantaged
students to receive scholarships (Alternative I), then forty-five students
" needing echolarships would not receive them. 'The general funds implied
by Alternative O were just over $1. 1 million in FY 72, over $1.5 million in
- FY 73, and nearly $1. 9 million in FY 74, as compared with $1, 055, 000 in
FY 72, $1 309, 000 in FY 73, and $1, 385, 000 m FY 74 under Alternative I,
After lengthy discussion of both the- original mater1a1 and this
supplementary memorandum, the Pr1or1t1es Committee concluded that the
overall budgetary S1tuat1on -- and particularly the need to reverse the
trend toward rlsmg def1c1ts and to acmeve approx1mate budget balance by _

FY 74 o 81mp1y d1d not permlt it to recommend the general funds called

96 %
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for by the "'current plan'" (Alternative I), let alohe the far larger outlays,
especially for FY's 73 and 74, implied by Alternative O. At the same
time, the Committee was also very reluctant to recommend any of the less
expensive alternatives shown on Table 17 because of what they implied
concerning limitations on access to the University. In attempting to think
through a more acceptable policy that would be poss1ble financially, the
Committee went back and reconsidered some of-the ""self-help'" assump-
tions underlying all of the preliminary analysis. Tlie members of the:
Committee saw that budgetary consiraints forced trade-off between:

1) decreasmg the percentage of entermg students receiving scholarsh1ps,

and (2) increasing the self-help coraponents (loans and work) of the student

‘aid packages.

To assist it in further consideration of financial aid policies, the

Committee asked that some additional alternatives be developed and then

summarized in the same form as the original alternatives. Further study

of the actual summer experiences of students revealed that the average

summer employment earnirgs could be increased by $100 for non-disad-

vantaged students, but not for disadvantaged students. The six additional

alternatives all assumed the additional‘$100 for summer employment.

4They differed in the amounts of the increases in the loan components

assumed for'the "disadvantaged" and "others." The Committee finally
decided o recommend a plan which differed slightly from one of the six
new alternatives. This plan is described in detail in the 197 1-72 Report

of the Priorities Committee. In brief, it was designed to avoid reductions

in percentages ‘of "disadvantaged" and "others" on scholarships in the
entermg class, taking the current freshman class as the base, but it also
involved increasmg substantially the "self-help" part of the student aid
package. Under the recomimended plan the loan component would be in-
creased to $800 in FY 72 $900 in FY 73, and $1, 000 m FY 74 for non-
d1sadvantaged students. as compared with $600, $700, and $800 as

assumed earlier (see Table 16). For dlsadvantaged students, the Com- .

'm1ttee recommended that loan expectatmns continue to be $600 in FY 72
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$700 in FY 73, and $800 in FY 74, as originally assumed. The final .plan
recommended by the Committee followed the memorandum described
earlier in treating waiting list admits as included in the count of those who
would normally be admitted but for whom no scholaréhip funds would be
available 1f past admissions practicés were followed. '
Stated in the format of Table 17, the Committee's final recom-

mendations looked as follows:

Table 20

Undergraduate Financial Aid
Final Recommendations
FY 72 to FY 74

FY69 FYT70 FYT71 FY72 FY73 FY 74
Actual Actual Budget: ' :

Recommended Plan'
"Entering Class _ !

% Disadvantaged ' |
in Class _ 5% 5% 10% . 10% 10% 10%

% "Others' cn S
Scholarship 42% 44% - 39% 40% 40% 40%

Scholarship Need
Students Not Offered . ?
Scholarships 52 0 50 63 -~ 63 63

Scholarships - All
Classes _($ Thousands)

Total Scholarships 2,353 2,796 2,999 3,3_50—1-/ 3,628 3, 9251/

General Funds , : :
Required ' 100 276 510 . 716 888 999

Ay

1/

= To obtain numbers shown in budget for Undergraduate Scholarships
and Prizes, 272 must be added for prizes and for summer and other awards
not related to need. . ' ' ' ' '

g . "‘- - . y
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Final Comment. -- Our experience in budgeting for undergraduate

student aid seems to us to serve as a useful illustration of several general
themes: (1) the importance of basing recommendations for programs
involviing future financial cémmitments on explicit calculations of their
cost in future years so that the full implications of what is being recom-

mended will be seen in time; (2) the way in which explicit statements of

assumptions and the costing out of alternatives can lead to a greater

willingness to éonéider unpleasant trade-offs (in this instance, fewer
scholarShip students versus putting more reliance on self -help) than
mighf otherwise have been the case; and (3) the importance of permitting
the consideration of recommendations to take place in an iterative
fashion, with the unwillingness of the Committee. to opt for any of the first
set of alternatives leading to the development of a second set of possi-
bilities, and, finally, to a recommended plan that was a modification of
one of the second-round alternatives, If analysis is to be kept in its
proper place -- as an aid in decision-making, not as some;ching that
proceeds automatically from assumptions that are inevitably somewhat
arbitrary to an immutable set of conclusions -- there must be a good
relationship, and considerable interaction, between those responsxble for

making policy decisions and those doing the analysis.

\.c\“

AR WIS e e € - L A e

FOPRR

Nt T w A Ry o b ok




il

S A R A -.-‘~1,'-‘.'*‘f“.5-.‘-;'?f€".gf"«‘

AR L

- 95 -

Budgeting in Specific Areas:
Dormitories and Food Services

Princet:a, like many other colleges and universities, has had
difficulty in recent years in achieving a "break-even' result for its
dormitory and dining facilities. Indeed, in FY 70 undergraduate dormi-
tories-and fcod services ran a deficit of approximately $350, 000..1/

In view of the magnitude of this deficit, and the fact that many
sensitive and complicated issues of educational policy as well as economics
were involved, we decided to conduct a special study of this whole area of
operation in anticipation of the fall budget cycle. This study was cénducted
by Mary E. Procter and James P, Mnookin, and it served as the basis
for the Priorities Committee's consideration of dormitories and food ser-
vices. For institutions with arrangements similar to Princeton's (where
educational activities interact in varying degrees with livmg and dining
arrangements and students can choose among a variety of facilities
includihg colleges, clubs, a central dining hall, and use of a student
center), the entire study may be of interest. Copies of the full report are
available from the Office of the Provost. _ ‘

The core of the analysis performed in the study was a careful
assessment of the costs and revenues associated with each component of
the dormitory and dining system. For budgeting and planning, direct
costs had to be uﬁderstood in great detail so that the University could see
which factors .significantly affected the expenditui'eé of the department,
For example, we needed to know the impact of varying ﬁarticipétio_n rates
(that is, differences in the percentages of totai available meals that are
actually; eaién by students with meal contracts), as well as the mix of

fixed and variable costs at each facility and the effect of, say, a 1¢

1/

=’ This includes charges to dormitories and food services for their
full share of indirect operating costs, but makes no provision for any
imputed return on the University's substantial capital investment in .
these facilities. L S -
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increase in the cost of food for each meal. By exammmg these and other

questlons, we hoped to be in a position to initiate some econom1es and,
equally 1mportant, to project expenditures more accurately and to relate
charges more directly to costs. Indirect costs also had to be understood
and applied as accurately as possible, and the details of the indirect cost
allocation were given in the Procter-Mnookin Report.

. After collecting the total expenses for each—facility,’ the study
grouped the income from the users of each. famhty with its expenses
(takmg account of meal transfers between facilities), and calculated the
net surplus or def1c1t in the current year. KEach of the expense items"
(d1rect4 and indirect) was then projected for three years in the future,
using both "high" and "low'.assumptions, and the net surplus or deficit
was derived for existing charges and alternative per'centage increases.
Table 21 shows a summary of the results of this analysis assuming (for
purposes of analysis only) a contmuatlon of 1970-71 prices. Table 22
contains similar data for housing, " ,

These results led to several types of choices for the Commrttee,
each of which had some effects on the other decisions to be made. The
major choice to be made concerned the percentage increases in charges
~to be recommended. As is explained in detail in the-1971-72 Report of
the Priorities Committee (pp. 194-199), the Committee agreed that it

should recommend that the dormitory and dining system reach a self-
sustaim.ng basis within three years. Considerations of equity and effi-
ciency, as well as financial necessity, argued for this conclusion. How-
ever, efore a decision regarding the actual Yearly increases could be
made, it was necessary to determine which facilities would be operating
as well as the details of the contracts offered. It was understood. that
even if the entire dorm1tory and dmmg system were to reach a self-
sustammg bas1s, some facﬂ1t1es might have modest deficits whlch would
be offset by small surpluses in other areas. In most cases where modest
deficits were ant1c1pated (see, for example, the dlscuss1on of Madison
Hall), the Committee felt that the educational benefits of the facility were

B
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worth the load placed on the overall dormitory and dining system. How-
ever, in the case of one small college-type facility (Terrace) the Com-
mittee recommended that it be closed because its benefits to students did
not seem to justify the extra strain it put on the fmances of the system
as a whole.

The Committee also looked into the details of the contracts
offered. It recommended that the variety of contracts offered be de-
creased to simplify operations. In addition, it recommended further |
savings by eliminating from contracts the meals over holiday periods
when many students are away. This step also seemed desirable from an
equity standpoint since there was no good reason why all students should
subsidize those who ¢hose to eat in University dining halls during these
periods. '

. Knowing the savings which would result firom closing one facility, de-
creasing the variety of contracts, and eliminating holiday meals from con-
tracts, the Committee then was in a position to recommend a set of increases
iri charges which could be expected to remove the overall University subsidy
to student dormitories and dining within three years (a $60 per year increase
in board contracts and a $50 per year increase in dormitory charges).

' Table 23 (lifted from the Procter-Mnookin Report) summarizes the
choices faced by the Committee and also shows some of the areas of
uncertainty'in the costing. As this table illustrates, the Procter-Mnookin
Report served the important purpose of clarifying and quantifying the _
trade-offs that had to be considered: closing one or more facilities or

_changing the coverage of contracts versus larger price increases, and so

~on. The table is not entirely self- explanatory but depends to some extent

on other parts of the study. However, we include it here to give an

unpression of the type of mformation available to the Committee from

- the Report

Fmally, as always seems to be the case with studies of this kind,
new questions have arisen to replace old ones, Foliowmg development of .

the proposals described in the 1971~ 72 Report of the Priorities Committee,

L “'f 2 A4 1




- 98 -

a new study was undertaken to ascertain the effects of releasing sopﬁb-

mores from compulsory meal contracts. And, in the course of studying
- this question, the projections and analysis in the Procter-Mnookin Report
were reviewed and updated in the light of actual results for FY 71.
The more recent study estiméted that the cost to the University
of releasing all sophomores from compulsory meal contracts would be
$300, 000; and, in ordér to recover most of that cost, room charges would
have needed to be raised by $50 per student. The Faculty Committee on
Undergraduate Life felt that this would be too expensive, and it
developed a compromise plan that would release 150 sophomores on a
trial basis. Those to be rele:&lsed would be chosen by lottery. The cost
to Dormitory and Food Services of this plan would be offset by an increase
in room charges of $15 pér student, while the University would meet most
of the cost of increasing student aid 'by $15 per student receiving aid.
However, after a great deal of further discr .sion (including a student
referendum), this plan too was set aside, at least for the time being.
There are several morals to this story.  One is. that student atti-
tudes toward a problem can change when the costs to them of adopting a
certain course of action are made known. A second is that studies of the
kind descr1bed here are never defm1t1ve, but must be v1ewed as stages

in a continuing a.nalysm of maJor areas of Un1vers1ty operatlons.
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STUDENT DINING: ESTIMATES OF COSTS, INCOME & DEFICITS

Table 21

FY 69 THROUGH FY 74 (ASSUMING NO PRICE INCREASES), BY DINING HALL

($ Thousands)

COMMONS
I. 1. Base Contracts (#)

-FY 69

Actual

stimated

Pro,]ect ed with no chg.in Prices ‘

FY 70

FY 71

FY T2

FY 73

FY T

(1%10)

(1507)

(1499)

(1482)

(1536)

(1536)

II. Expenses:
2. Direct Costs
3. Indirect Costs
III.4. TOTAL COSTS

798.1
216.5
101%.6

873.1
263.1
1136.2

%5.1
26k4.8

1229.9

1008.3
270.5
1278.9

1082.4
276.5
1358.9

1148.1
282.7
1430.8

IV. Income:

. Contract Income
Guests & Other
Transfer Meals
TOTAL INCOME

Difference (+) or (-)
(Deficit as % of Total
Costs)

WILCOX '
I. 1. Base Contracts (#)

+25.8
(no def.)

1058.0

52.0
-10200
1008 0

-128.2
(11.2%)‘

(381)

- 1125.0

52.0
-32.0
1145.0

1110.4
52.0
-32.3
1130.1
-148.8
(11.6%)

(3€5)

11k5.7
52.0
-32.3
1165.4

-193.5
(14.2%)

(365)

1145.7
52.0
-32.3
1165.4

-5,
(18.5%)

(365)

II. Expenses:
2. Direct Costs
3. Indirect Costs
III.4. TOTAL COSTS

312.8

%.0
408.8

325.6
99.7
k25,3

342.2
102.5
Lk, 7

359.4
105.3
464, 7

IV. Income:
5. Contract Income
6. Guests & Other
" 7. Transfer Meals
V. 8. TOTAL INCOME

VI. 9. Difference (+) or (-)
10. (Deficit as % of Total
Costs)

STEVENSON
T. 1. Base Contracts (#)

(180)

209.4
62.0
+16.2

301.3 | 287.6
| -100.9 | -120.2 |
(25.0%) | (29.6%)

(187)

294 .6
6200
+17.8
3744

-50.9
(11. 9%)

(1k0)

294 .6
62.0
+17.8
37h.L

~=70.3
(15. 8%)

(145) -

294 .6
62.0
+17.8
37k b

-90.3
(19. h%)

(145)

II. Expenses:
2. Direct Costs
3+ Indirect Costs
III.4. TOTAL COSTS

11k,1
38.8
152.9

123.3
!"209

131.6
Lk.o
175.6

138.0
hs.l
183.1

IV. Income: .
5. Contract Income
6. Guests& Other
T. Transfer Meals
V. 8. TOTAL INCOME

VI. 9.
10.

. Difference (+) or (-)
(Deficit as % of Total
Costs)

166.2

121.0
11.3

-6.
1%.%

"ho . ]:‘_'

(24.1%)

(25.8%)

125,
11.
6.

130.

~52,
(28.8%)
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‘Table 21 (continued)

($ Thousahds)

IActual Actual |[Estimated Proj. with no price change
. FY 69 | FY 70 FY 71 FY 72 FY 73 FY 74
IreRRACE )
1. Base Contracts (69) (81) (80) (8s) (85)
2. Direct Costs 82.3 79.0 82.1 88.3 93.1
3. Indirect Costs X0 30.2 28.0 28.9 29.6 30.6
L. TOTAL COSTS 112.5 107.0 111.0 118.4 - | 123.7
5. Contract Income 54.0 69.9 69.0 73.3 73.3
6. Guests & Other X 5.0 5.0 5.0 5.0 5.0
T. Transfer Meals -3.h =3.4 -3.4 -3.6 -3.6
8. TOTAL INCOME 55.6 71.5 T1.5 4.7 4.7
9. Difference (+) or (-) -56.9 =35.5 =39.5 =43.7 -49.0
10. Deficit as % of Total Cost (51%) - (33%) (36%) (36%) (39%)
RINCETON INN
1. Base Contracts (311) (455) (455) (4s5)
2. Direct Costs 169.8 222.1 233.2 o244 .8
3. Indirect Costs . X X 80.8 93.9 %.6 99.4
L, TOTAL COSTS 250.6 316.0 329.8 34k, 2
5. Contract Income 177.8 261:3 261.3 201.3
6. Guests & Other XXX p.0.0.4 17.0 18.3 18.3 18.3
T. Transfer Meals =2,0 =3.3 -3.3 -3.3
8. Net pay-as-you-go Income 18.0 6.3 26.3 2.3
9., TOTAL IINCOME 210, 8 302.6 302.6 302.6
10. Difference (+) or (-) -39.8 -13.54 ~27.2 -41.6
11. Deficit as é of Totel Cost (1580 | () | (8.2%) [(12.0%)
TOTALS : UNDERGRADUATE DINING
1. Base Contracts (1950) | “(21k4k) (2377) (2522) | (2586) (2586)
2. Total Expenses 1569.7 | 1834.5 2143.0 | 2297.k | 2u27.b | 25M6.5
3. Total Income 72,5 | 1502.8 1910.8 | 2004.7 | 2047.3 | 2047.3
E Total -Deficit -97.2 [ -331.5 -232.2 -292.7- | -380.1 -499.2
5. Undergraduate Deficit as a A
% of Total Costs (6.1%) (18.0%) (10.88)| (14.6%) | (15.6%) | (19.6%)
GRADUATE COLLEGE
I. 1. Base Contracts (#) (466) (48L) - (L92) (497) (L97) (k97)
II. Eb:penses
2. Direct Costs 279.4 260.0 257.1 266.0 279.1 293.0
3. Indirect Costs 81.8 63.5 63.7 65.4 | - 67.2 69.0
III. 4.  TOTAL COSTS 361.2| 323.5 320.8 33L.4 346.3 362.0
IV. Income: }
- 5. GOontract Income , 236.5 |  253.7 251.8 | 251.8 | 251.8
6. Guests & Other .25.5 25.5 25.5 25.5 25.5
T. Transfer Meals : ‘ :
V. 8. Tomr INCOME 310.0| 262.0 - 279.2 277.3 277.3 | 2717.3
VI. 9. Difference é+) or (=) -51.2] -81.5 41.6 -5k.1 | -69.0 8L,
10. Deficit as % of Total | - _ '
_Costs (1b.1%) (19.0%)] (12.98)| (16.3%)] (19.9%) (23.3%)
{TOTAL DEFICIT: Undergraduate & | R ' p :
: - ' Graduate -148.4 | -393.0.f . -267.2 2340.9 | -441.1 | -575.8
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Table 22

UNDERGRADUATE DORMITORIES: ESTIMATES OF
COSTS, INCOME, & DEFICITS -- FY 69 THROUGH FY 74

(ASSUMING NO PRICE INCREASES)
($ Thousands)‘ ~

Actual Actual |Estimated |Projected with no price change
FY 69 FY 70 FY 71 FY T2 ’FY T3 FY T4
I. 1. # of Contracts (3101) (319%6) (3u51) (3666) (3734) (3734)
II. Expenses: . |
2. Total Direct Cost 420.1 423.9 486.7 540.6 573.0 607.5
3. Indirect Costs 1116.4 1123.0 1316.0 1442.8 1507.4 1574.0
L. Plus taxes - Im 62.4 k2.6 37.9 33.9
5. Plus interest and
amortization on
the Inn - -- 6h.7 210.0 210.0 210.0
III. 6. TODAL COST 1536.5 1546.9 1929.8 2236.0 2328.3 2425.4
IV. Income:
T. Contract Income 1829.0 1943.0 1979.0° | 1979.0
8. Other Income 67.2 68.3 69.5 69.5
V. 9. TOTAL INCOME 1499.3 1526.2 18%.2 2011.3 2048.5 .| 2048.5
VI. 10. Difference (+) or (=) | -37.2 =20.7 '.-33‘.6 -224h.7 -279.8 -376.9 |
11. (Difference as % .
of Total Costs)
VII.12. Implicit capital cost | (875.0) (875.0) | (875.0) | (875.0) (875.0) | (875.0)
of market value '
_annually)
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Tabiz 23°
DINING SYSTEM:

 DEFICITS & CHANGES IN DEFICITS -- FY 72 THROUGH FY 74

UNDER VARIOUS PRICING ALTERNATIVES

-/ Fxcludes $7,000 in :I.ndirect costs.
Excludes $26,900 in’ indirect costs.,

3/

¥ e~ )P

Does not :I.nclude pay-as=~you-go losses.

| : FY 72: TOTAL TOTAL 'I‘OTA{:
v . Wilson and FY 72 FY 73 FY 7
- (8 'lslviiitngzt:z;:ept FY 72: | Stevenson FY T2: "(Incl. (Incl. (Inecl.
: Commons | and Inn Terrace |Terrace) l|Terrace) | Terrace)
! L. PROJECTIONS: BEST ESTIMATES
P OF BASE DEFICIT with no
! "~ price increase
1. Deficit: low cost =-148.8 -104 .4 -39.5 -292.7 -380.1 -499.2
increases (from Table 4) : -
2. % of Total Costs (%) (11.6%) : (35%) (14.6%) || (15.6%) | (19.6%)
3. Deficit per student $ ($100) ($108) ($1493) ($116) ($146) ($193)
L. Deficit: high cost -202.3 -132.4% -42.6 -377.3 LT T -714.0
increases (see Appendix ID
5. % of Total Costs (%) (15.1%) [ (14.19) (37 3%) (15.8%) ff (2c.4%) | (25.8%)
6. Deficit per student ($136) ($137) ($532 ($149) ($2oh) ($276
[LI. AREAS OF UNCERTAINTY: ‘Change
in Low Cost Increase Deficit ﬁ
(1ine 1) Due to:
§+) = smaller deficit
) = bigger deficit
1. Higher contracts -—- +16.9 +3.4 +20.3 +19.1 +17.6
(Wileox +15, Stevenson +27)
Terrace +10 :
2. - Very good management _+12.1 +9.0 +2.7 +23.8 +24 .6 +25.9
3. Bad results based on ~53.5 -b2.1 -15.8 -111.4 -175.5 -243.6 |
_FY 70 experience i :
III. PRICE INCREASES - - ?
1.” Eliminate Deficit in 1 yr. ;
~and keep it at 0 -- per
student price increases($) [+$100 +$108 +$L493 +$116 +$33 +$46 :
% Increase) (+13.4%) | (+1k.0%) (+62.0%)| (+15.4%) (+hkg) | (+6.29) |
2. Eliminate Deficit in 3 1
yrs. -- annual increases .
per student ($) +$60  +$64 +$192 +$64 $6L4 ~$64 :
IV. STRUCTURAL, CHANGES IN THE : :
DINING SYSTEM: with no :
price increases f
BY CLOSING FACILITLES: : 1/ : : P
1. Closé Madison +12.7 =/ ] «1.5 - +11.2 +12,5 +1k,1 :
2. Close Terrace _ + 7.9 +8.0 4+10.6 2/ +26.5 +29.2 " | +32.0 ,}
BY CHANGING TYPES OF ?
CONTRACT: ,
1. Contract to exclude :
Thanksgiving, vacations, ,
& freshman wetk +31.2 + 9.L +1.0 +41.5 +h2. 4 +44 .3 !
2. All 20-meal contracts + 2,1 +11.1 - +13.2 +11.9 + 9.6 ;
* 3. All T-meal contracts - +62.7 +18.0 -—- +80.7 [{+136.5 3/ +167.6 3/
5




AN I FTICR Y et s A e .
AL S i ls a_f,ﬁ,,-f.-;*z’ek?_:a,l:‘:*_rr;e,fa..._,-.~_e-.-,:.-u.v-r_m~.,~;.,.;.,,,.A,,_.,?,,,..,,A,,..;;,m‘l..,...;,.,..l:,,,l,_.,.m.\;.,..,.-,,v..,w\_..m.,.\_,..,.....u.l,‘,,, e gu

- 103 -

Budgeting in Specific Areas:
Planning, Plant, and Properties

The substantive policy issues encountered in develcping a provi-
sional plan throdgh FY 74 for Planning, Plant, and Properties are dis-
- cussed at length in the 1971-72 Report of the Priorities Committee

(pp. 248-253). Here we are concerned primarily with the formulation of
the recommendations described in the Report -- what object'ives we were
.seeki.ng to attain and what procedures were employed. It is hoped that the
_di.sctission of this area -- the last specific budget area to be desit with in
this sectlon -- will illustrate the general approach used in considering all
supporting services.

In the light of tke overall financial situation described earlier, our
main goal for Planning, Plant, and Properties was, of course, siriply to
achieve substantial savings in operations, and to begin achieving them as
soon as possible. However, we also adopted at the outset an important
qualification to this objective: that the savings must not be achieved by ‘
deferring essential maintenance, lest the physical plant deteriorate and i
require expenditure of much larger sums later on. It seemed to us that
this would be the worst sort of fals: economy. Of necessity, then, the
savings would need to be made by curtailing the various sorts of services
provided by this farflung depariment. |

It soon became clear as well that there were two kinds of dis- 7
tinctions which needed to be made in analyzing this set of problems: -E

First, some istues could be decided quickly and others could not
be resolved sensibly in the time available for preparation of the FY 72
budget and the first version of a longer-range prov1smnal plan. Ques-
tions which could not be resolved in the near term were set aside for
further study, but with explicit t1metables 80 that.they would not remain
indefinitely in limbo. '

econd, we needed to d1stmgmsh between costs wlnch were subject -

to a gonod deal of control a.nd those which were relatlvely uncontrollable,

esp'-clally in the short run, “'Examples of the latter are taxes and insur- BN

1 8?;-;.:‘1.

ance premiums.
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With these distinctions in mind, the process of analys1s began.
While the Director of the Budget, in consultation with a subcommlttee of
the Priorities Committee, established general guidelines for the analysis
(as explained below), it should be emphaSJ.zed that most of the real work
of analysis -- identifying sources of savings, costing them out, and
describing the jimpact on services -- was done by the General Manager of
, Plahning; i’lant, and Properties and his staff, | Without his understanding
of the general obj.ectives of the whole process of budget review, and his
| active cooperation in the always painful process of proposing reductions
in his budget, it would have been impossible to make anything like as
much progress as was made in aunderstanding the choices open to us in
this area.

With the two distinctiehs noted above in mind, the General
Manager and his associates began exploring the implications -- for the
programs and levels of service provided by the department -- of four
alternative budget levels proposed for consideration by the Director of
‘the Budget (none of which took salary increases into account, since this
subject was being treated separately in the budget review): (1) one which
held controliable costs constant through FY 74, but allowed uncontrollable
costs to rise as expected; (2) another which held total dollars constant
through FY 74, thus requiring "absorption" of uncontrollable cost in-
creases through cuts in levels of services; (3) one which allowed pre-
dicted attrition of personnel to reduce the ranks over time (but with no
layoffs) by simply not filling vacancies as they occurred; and finally (4)

" a budget level even lower than any of these., Very early in the process,
the subcommittee_ concentrated its attention on numbers (1) and (4) above,
and finally recommended number (4) -- the most restrictive of all -- to
'the full Priorities Committee at its November 17, 1970, meeting.

As set forth in a memorandum to the CommJ.ttee, the ‘recommended

budget level would require: =

"1, A more than 25% reductxon in the janitorial and grounds
force over three years (through attrition).

1’39%{'-;»'- ~.
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2. A 15% reduction in professional staff.

3. A near moratorium on improvements to existing
building space.

4, ~Elimination of a bus service being provided by the
University,

5. ther economies such as a 15% reduction in the level
of interior painting. -

The )Priorities Committee discussed these proposals of the General
Manager at some length with him and with the subcommittee that had been
following this area all along. Members felt that even more information
was needed. For example, in view of the overall budgetary situation, it
seemed important to know what would happen if another $100, 000-$200, 000
was cut from the rediest for FY 72. Would it be possible to provide a
curtailed bus service to serve the needs of students who have classes or
research projects at the Forrestal campué (several miles from the main
campus), rather than eliminate the service entirely, and still achieve
some of the projected savings? The subcommittee and the General
Manager went back to work on these and other quesStions raised at thé first
meeting of the full Committee devoted to this subject.
| On December 7, 1970, the subcommittee transmitted another
| report to the full Committee, answering the question's{ posed at the earlier
:r’neeting, including thdse mentioned above. Additional possible economies
totali.ngl more than $200, 000 had been identified, but the subcomrhittee did
not recommend them because the impact on services provided and on the.
personnel providing them would have been quite severe. The subcom- |
mittee also recommended a curtailed bus service which would achieve
most of the savings anticipated in the earlier memorandum-and yet serve
the minimal needs of the students. | v

. The subcommittee's revised recommendations -- which called for
a reduction of $236, 000 from the FY 71 base for FY 72 and savings of
nearly $500, 000-‘by FY 74 (see Figure 4 on p. 251 of the 1971-72 Report of
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the Priorities Committee) -- met with the approval of the full Committee

and were incorporated in the final set of recommendations to the Pres1dent
This expenence in working on the FY 72 budget for Planning,
Plant, and Properties contrasted sharply with our experience the previous
year when we had not succeeded in making reductions nearly so substantial.
The major difference was the far more active involvement of the head of
the department from the beginning of work on the FY 72 budget. ~ There is
a real limit to what can be accomplished centrally. A second important
difference -- which’in turn had much to do with the closer cooperation
between the department and the central budget officers -- was the explicit
recognition by this year's Priorities Committee that reducing expenditures
for Planning, Plant, and Properties would mean lower levels of services
- (e.g., offices and laboratories cleaned less often) and that the onus for
these changes should not rest with the Department of Planning, Plant, and
Properties. Accordingly, the Priorities Committee took pains in its
Report to call attention to the reductions in services that would have to be
accepted, to make clear that the members of the Committee were recom-
mending these reductions, and to ask for the understanding of all faculty,

staff, and students affected by them.
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End of the Fall Budget Cycle and Consideration of
Further Reductions in the Budget Base: The Cases
of Slavic Languages and Literatures and Athletics

As'we have tried to explain, 21l of our discussions of what should

happen in 1971-72 were couched in terms of projections extending through
1973-74. Of course much of our effort during the fall budget season was
of necessity directed to a detailed analysis of the implications of various
budget proposals for the coming year. Nevertheless, an important
objéctive of the fall budget work was the establishment of a multi-year
program base. |
In establishing this base, we did not simply extrapolate into the

future our budget recommendations for FY 72. Asl discussed above, in
the areas of student aid a_nd operation of the physical plant, our recom-
mendations were made in the context of three-year plans. In the case of
the operation of the physical plant, these plans involved large phased
reductions from the current level of effort. In areas for which we did not
have detailed plans to consider, we projected expenses at rates of growth
well below pasf rates of gt;owth. The net result was the establishment of
a multi-year program base that included a significant reduction from the

| current year's base. We regérd the fall budget cycle (and the establish-
ment of the multi-year base) as having ended on January 20, 1971, when

we released The Report of the Priorities Committee to the President:

Recommendations Concerning the Budget for Fiscal Year 1971-72 (Sec-

tion II of this document). The expenditure and income items of the provi-
sional plan discussed in that report constituted the multi-year program.
The provisional plan also contained an estimate of the further reductioné
that would need to be made to this program base to Bring the overall '
budget back into approximate balance by FY 74.

| From January 20 forward, our attention shifted to specific ways of
achieving the further redﬁctigns in the program base contained in the

provisional plan. In writing the 1971-72 Report of the Priorities Com-

mittee, we had tried to prepare the way for this phase of our work by

s
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(1) stating clearly our belief that further economies had to be sought
through selective curtailment of specific programs or activities rather
than through across-the-board reductions (see p. 186); (2) establishing
a dollar objective for further net reductions in the program base of the
budget -- approximately half a million dollars by 1973-74 (see pp. 180-
181); and (3) listing the criteria we proposed to follow in evaluating
particular programs (see pp. 187-188).

Actuaily, we had in fact gone farther than this prior to the release-
of our report in January, though not far ennugh to say anything publicly.
At meetings of. the Priorities Committee in December and early January,
we had discussed in some detail not just the general principles to be
followed in achieving further savings, but specific programs which we

believed had to be reviewed in this context. The selection of programs

for review was, of course, a sensitive matter in and of itself. We started .

out by listing about ten academic and non-academic programs which one
or more members of the Committee felt should be examined based on
general impressions about overall quality and costliness. The Provost
took the lead in identifying pfograms for study, in large part because he
was in a position to know more about most programs than other members,
but other members also made suggestions. All members of the Committee
recognized that, whiie confidentiality was important in all of the work of
the Priofities Committee, it was absolutely essential here. A great deal
of harm could have been done if participants in various programs had been
‘frightened needlessly by reports concerning the frture of their pPrograms
which were circulated well before the Committee itself had made even
tentative judgments concerning areas to be examined in detail. We were

fairly successful in avoiding this kind of premature dlscussmn, but we
| found no way iy prevent some-rumors from circulating.

Following preliminary discussions within the Comnﬁttee, tentative

.decisions were reachgd as to which programs should be reviewed more

fully, and in which order. These procedural decisions of course reflected

tentative judgments concerning the applicability of the criteria listed in

-
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our report (and reproduced below). It must be emphasized, however, that
they also reflected a number of practical considerations having to do with
timing. To illustrate, our decision to move ahead as promptly as possible
with a full review of Slavic Languages and Literatures was based in part
on the fact that significant personnel changes were about to occur in that
department and that important decisions concerning the future simply had
to be made soon. On the other hand, we decided that the time was not
right for a full-scale review of any part of the School of Engineering
because the current Dean was fetiri,ng and his successor had not yet been
named.

After the selection of programs to review initially, officers of the
University with direct respons:bility for the respective programs (mainly
the Dean of the Faculty, the Dean of the Graduate School, the Dean of the
College, and the ExecutivesDirector of Administrative and Personnel
Services) were then asked to prepare detailed materials for the consid-
eration of the Committee. From this point on, the process of decision-
making became quite corhplex and can be described best in terms of the
two specific programs which occupied most of our time during the spring
term: (1) the graduate program in Slavic Languages and Literatures;
and (2) Athletics. | ‘

The Graduate Program in Slavic Languages and Literatures, --

The basic document considered by the Committee in reviewing the graduate
program in Slavic Langusges and Literatures was a memorandum prepared
by the Dean of the Graduate School.. This memorandum is not reproduced

here because it contained, in the nature of the case, a number of personal

R R e TR E N N T RPN R e T et .

references. Suffice it to say that the Dean's memorandum evaluated the -

graduate program in Slavic Languages and Literatures in terms of each of

Ny e

the eight criteria developed earlier by the Committee. These criteria

played such an important role in our discussions that they bear repeating:

1. The quality of the faculty and of the program of graduate
instruction, as they can be inferred from the opinion of
other scholars in the field, the views of faculty members
in related disciplines at Princeton, and any available
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evidence based on the opinions and experiences of
graduate students. :

2. The number and quality of students who have applied for
graduate study at Princeton in the field, who have
accepted admission, and who have completed the program.

3. The future of the whole field of study in terms of scien-
tific and scholarly trends and in terms of national needs.

4. The national contribution of the Princeton graduate pro-
gram, viewed in the context of the number of other strong
programs, whether or not they are operating below their
desirable size, and, in general, whether suspension of a
program at Princeton would have a seriously adverse
effect on opportunities for graduate study.

5. The comparative advantage of Princeton in the field --
that is, the ability of Princeton to make a particular
contribution to the field in question because of special
factors such as a long tradition of good work in the

- subject, unusually strong library resources, and so on.

6. The interactions between graduate study in the field in
question and graduate work and scholarship in other fields
at Princeton, and the likely effects of suspending work in
the field on other programs and faculty members.

7. The interaction between graduate study in the field and
the quality and variety of undergraduate offerings in the
same field.

8. The costliness of work in the field, measured in terms of
instructional costs, student support, library costs, space i
costs, and so on.

’ In attempting to assess the quality of the program (criterion 1), the
Dean made use of a variety of sources. The American Council on Educa-
tion report, "A Rating of Graduate Programs, " was a useful starting
point. While all surveys cf this kind suffer from well-known limitations

and must be used along with other evaluations, we regard the most recent

o o et ea et

-ACE survey as.a very well done summary of the opinions of scholars in
their own fields and, as such, an important sovrce of information. We

would not -- and did not -- attach great weight to the particular Aumerical |
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ranking of departments, but we did attach considerable importance to the
groupings of departments and to general measures of performance (e. g.»
the percentage of raters who regarded the graduate faculty as "'distinguished
and strong" at institutions on the miargin between groups).

It should be noted that the Princeton program in Slavic was not
badly rated in any absolute sense. In terms of "effectiveness of doctoral
program, " Princeton was one of six universities rated in the third group
in Russian, with only seven universities rated above this third group.
Nevertheless, in seeking to reduce the budget base, we had no choice but
~ to consider the relative performance of varicus programs at Princeton as
well as absolute measures; and, among the twenty-six Princeton depart-
ments and programs rated, we could not overlook the fact that Russian
was one of only three rated in the third group in terms of effectiveness.
Finally, it should be stressed that in addition to considering the ACE
_ ratingé, the Dean talked directly with many faculty at Princeton and with
individuals at other institutions. He certainly did not rely solely on the
numerical ratings. N

 Data on numbers and quality of graduate students (criterion 2) were
obtained directly from records (and individual folders) in the Office of the
Dean of the Gradﬁate School.

Considerable time was spent by the Dean in investigating the likely
. effect of suspendiné the Princeton graduate program in Slavic Lan;uages
and Literatures on the field at large (criteria 3 and 4). In particular, he
attempted to determine whether there were empty places for students
elsewhere. His conclusion was that three of the four leading Slavic depart-
ments were undersubscribed and that therefore we would not be depriving
good students of opportunities for graduate study if we were to suspend our
program. On the contrary, the Dean concluded that a somewhat greater
concentration of graduate students at those institutions with the very best
programs in Slavic Languages and Literatures would be desirable from a
national standpoint.
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In the case of Slavic, the relatively recent strengthening of the
Library anci the existence of considerable faculty strength in felated fields
meant that Princeton had particular reasons for staying with this subject
(criterion 5); however, as comparisons were made with other programs, -
it seemed hard to argue that Princeton possessed as strong a comparative
advantage in this field as in, say, Near Eastern or East Asian Studies,
where special libraries exist. |

From the outset one of our rhajor concerns was the likely effect of
suspending graduate work in Slavic Languages and Literatures on other
departments and programs within the University (criterion 6). These
intramural effects were examined by the Dean in a lengthy series of
conversations with the Chairman of the Council on International and
Regional Studies, the Director of the Program in Russian Studies, the
Chairman of the Program in Linguistics, and a number of other faculty
members. On careful examination it appeared as if the direct effects of
suspension would be slight, especially in view of the relatively small
number of students in these other programs who had been electing courses
in the language and literature area. However, concern was expressed
about the less tangible effects on morale and esprit,

The Dean of the College took the major responsibility for assessing
the like;y effect of suspending the graduate program in Slavic on the under-
graduate program (criterign 7), and-his memorandum on this aspect of the
matter also benefited from conversations with colleagues in other insti- ’i
tutions, séme of whom had only undergra:juate programs. Since it was , .
the view of all of us that the maintenance of a strong undergraduate pro-
gram was very important to a wide range of students and faculty in a

variety of related fields, the possible consequences for the undergraduate
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program were weighed carefully. The Dean of the College concluded that
a good undergraduate program could be maintained if special efforts were
made and if the necessary faculty cooperation was forthcoming.

The maghitude of savings éssociated with the possible suspension
of graduate work in Slavic Languages and Literatures (criterion 8) was

PR
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estimated by the Associate Provost and amounted to $100, 000 - $150, 000
by FY 74, This estimat'e was based on the assumption that any suspension
would talke place on a phased basis, with the University é.dmifting no new
graduate students but meeting commitments to current. students, and with
reductions in faculty occurring only through retirements, resignations,
and non-reappointments. Since the components of this estimate may be of
some general interest, they are shown below in tabular form. (The
numbers given are not from the original estimate but reflect the final
results of detailed planning by the departments concerned after the deci-

sion to suspend the program.)

Table 24

Slavic Saving_s
($ Thousands)

FY 72 FY 73 FY 74 FY 75

Faculty Salaries and Benefits

(FY 71 level) 16.2  48.2  48.2  48.2
Graduate Students |

Assistants in Instruction 0 0 0 7.4

Fellowships ' 3.7 2.8 18.9 43.8

Tuition Lost -0 -3. 1 -17.0 -43. 8
Graduate Student Net 3.7 =0.3 1.9 7.4
_Libf;ry ' 28.6 35.5 48.5 | 49.9

Reduction in Salary and
Benefit Increases (above
FY 71 level) , 1.3 7.0 13.2 18. 3

. TOTAL . 40.8 90.4  111.8  123.8

ol | et 118
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The savings shown at the bottom of the table are net figures and
include estimates of tuition income lost as well as (largely offsetting)
savmgs in fellowships. Particularly noteworthy is the fact that almost
half of total savings .estimated are in the Library. As one part of the
development of program budgeting tools (see Section IV of this report),
we had prepared data for the Library which permitted us to divide the
various classes of expenditure by field. The Librarian was then able to
estimate what part of total expenditures on the field could be saved if the
graduate program were suspended. .In fact, the actual process followed
was considerably more complicated than this in that the Librarian was
asked to prepare several alternative sets of estimates of Library savings
and to describe the consequences of each. It was on the basis of this
analysis, and after considerable consultation with faculty members
dependent on the quality of our collections in this field, that we chose the
particular target numbers for the Library shown on the table.

One final comment on costs: the data on dollar savings described
above were supplemented by detailed figures on cost per student derived.
from faculty manning Forms 6 and 7 (described above). Plamly, the
graduate program in Slavic Languages and L1teratures was a very expen-
sive undertaking by any reckoning. At the same time, it was important
to recognize that certain fields like this one are inherently more expen-
sive than others, and that if all universities were to pursue budgetary
goals by curtailing programs with high unit costs, the general cause of
higher education would be poorly served. Perhaps it should be noted that
there are @ number of other graduate programs at Princeton which are
considerably more expensive than Slavic -~ for example, Classical
Archaeology -- and we did not; in fact, look first at cost per student in
attempting to decide where to make savings. Cost was listed as the
eighth criterion quite deli berately. we felt it 1mportant for it to be
generally understood that we explicitly considered each of the seven
criteria concerned with educational quality and educational effects as

well as the cost factor.
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To return now to the discussion of procedures, it should be
recognized that the Dean of the Graduate School could never have prepare'd :
as corﬁprehensive an analysis as he did without the active participation of .
many persons, including the Chairman of the Depart'mént of Slavic
Languages and Literatures. As soon as the decision was made to look at
Slavic in detail, the Chairman of the Department was informed by the
Provost and the Dean of the Faculty, and his cooperation was requested.
Needless to say, this was a most difficult and distasteful situation for the
Chairman, and we were exceedingly fortunate to have in that position an
individual who was willing to be as objective as possible in discussing his
own department and who was able to see the reasons why the University
was proceeding as it was. '

The Priorities Committee had three long meetings devoted almost
entirely to Slavic Languages and Literatures. These meetings were
attended by the President and included presentations by the Deans. The
Chairman of the Department of Slavic Languages and Literatures sub-
mitted a memorandum to the Committee, and memoranda from other
persons were also made available to the Committee. After lengthy consid-
eration, the Committee concluded unanimously that it should recommend
to the President that the graduate program in Slavic Languages and
L1teratures be suspended. This recommendation was made with great
regret, but with the conviction that under present and foreseeable
circumstances it is better for the University to do a smaller number of
things, and to continue to do therh well, than to accept a general deterio-
ration in the quality of the educational program.

After he received the recommendation from the Priorities Com-
mittee, the President met with the Chaivman of the Department to hear his
views directly and in person. The President then convened a special
meeting of the Faculty Advisory Committee on Policy (a group elected by the
faculty at large) to review the matter and obtain the.advice of thig body.

Finally, the President presented a formal recommendation to a sub-

committee of the Curriculum Committee of the Board of Trustees that the
. ?‘{'r ’ <
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graduate program in Slavic Languages and Literatures be suspended. The
President's recommendation was accepted and the necessary steps were
_taken to inform facﬁlty members and students.

After the decision was final, the Dean of the Faculty, the Dean of
the Graduate Schoo), and the Librarian were asked to prepare detailed
plans for implementation. | The Associate Provost designed a set of tables
for each to fill out. The tables were to display the phased changes in
resource use resulting from suspending the program. For faculty, the
tables showed both the changes in FTE faculty and the changes in the
teaching budget. For graduate students, the tables showed the changes in
the number of graduate students, changes in dollars for fellowships and
Assistants in Instruction, and tuitions lost. For the Library, the tables
showed the changes in acquisitions, salaries, and other operating expenses.

The filling in of the tables was meant to serve two purposes. The
first was to provide a framework for the departments concerned to plan in
detail how they would implement the decision and to provide detailed esti- :
mates of the anticipated savings. (The final estimates obtained in this ¢
way are shown in Table 24.) The second purpose was to record the deci-
sions in such a way that the actual changes could be monitored over time
as they took place. In order for monitoring to be possible, there has to
be a base from which the changes can be measured. We had established
this base in the fall budget process, and we included on the tables the base

from which the program changes would be subtracted. The establishment

e g s g

of a base from which changes can be monitored is a point offen overlooked
in planning. However, it is only by explicitly establishing a base that we
can tell whether what we plan to happen really happens. . o i

Table 25 illustrates this part of the process by showing the
Library program change associated with the Slavic decision. The Librar-
ian used as his base the FY 7 1 levels of expenses and presented changes
from this level in ter:ﬁs of FY 71 salaries and prices. Starting with this
information, we modified the Priorities Committee provisional plan for
the Libr.ary. The provisional plan included no increase in Library

e
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expenses in FY 72, and a 3% increase for both FY 73 and FY 74. We
obta1ned the adjusted prov1s10nal plan 'shown on the table by subtracting
from the or1g1nal plan the Librarian's proposed reductLon for FY 72
occas10ned by the Slav1c dec1s1on, the reductlon for FY 73 increased by
1 03 and the reduct10n for FY 74 mcreased by (1. 03) .

The L1brary staff found it most convenient to work in terms of

the current year levels of expenditures. We were then able to convert the

changes from the current year's base 1n terms of current year salaries

and pr1ces into changes to the actual program base to obta1n a new program
base. In this case we assumed that Slavic would have received a propor-
tlonal share of the mcreases in the L1brary budget contained in the
prov1s1onal plan. Thus we ncreased the reductLons in FY 73 and FY 74

by the approprlate factors for total Library in the prov1s10nal plan, In
addition we assumed that the salaries and benefits deleted at Fy 71 levels

would have been mcreased by the overall factor for salary and benefit

| _ mcreases in the. prov181onal plan. : Thus we, 1ncreased these reductLons
. by the overall salary mcrease factor for FY 72 FY 13, and FY 74 The

- re sultmg reductmn in salary mcreases for the L1brary is part of the

last item: (Reduct1on in Salary and Benef1t Increases) in Table 24. _
As is ev1dent from th1s account a great deal of time was devoted
to conmderatLon of the graduate program in Slav1c Languages and L1ter-

atures. - A number of d1fferent groups were _consulted and a great many

o memoranda were exchanged Indeed -the actual process was more
' involved than the above descrlptLon 1mp11es because we telescoped greatly

' the d1scuss10n of the way in’ wh1ch the L1brary aspect of the matter was

handled (A f1nal decismn on the dollar magmtude of the reductlon in

‘ L1brary expend1tures was not made unt11 the end of May 1971 follow1ng

k cons1deratlon was an 1mportant one,

' many consultat1ons ) It 1s hard to be sure, even in retrospect whether

-_( the procedure nee‘d": '__;to be so involved However, we are st1ll inclined .

e to thmk that all of the work was necessary We beheve that it was ‘

1mportant to be extremely thorough 1n part because the program under ) f o

'in"part because th1s was the f1rst
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L1brary FY 71 Base -
Acquisitions '
Salaries and Benefits
Other Operatmg Expenses

. Total Base

Slav1c Program Change o
- (FY 71 levels) Alternatlve 1A
. Acquisitions
‘Program Base -
Reduction '
g AdJusted Program Base

'v SalarJ.es and Beneflts
Program Base
Reduction - -
AdJusted Program Base

Other Operatmg Expenses - |

Program Base -
Reduction =~
Adjusted Program Base

| ‘Total Slavic Program Base .
- Total Reduction ' :

Table 25
- Library Program Change
B Expenses o
$ Thonsands)
FY7 FY7 FY72 FY73 FY 74
Actual Est. Proj. Proj. Proj.
1,174 1,284 1,284 1,284 1,284
1,862 2,190 2,190 2,190 2,190
182 185 185 185 185
3,218 3,659 3,659 3,659 3,659 ;
56 - 57 57 57 57 ]
XX - XX 20 20 20
XX xx 37 317 37
6 86 86 86 86 |
XX xXx 7.6 12.5 23. 7 ;
XX XX - 78.4 73.5  62.3 5
| | |
7. -5 5 5 5 -+
XX . oxx 1 - 2 2 b
XX XX 4 3. 3 i
139 148 . 148 148 148 o
Txxo xxm '28.6 . .34.5 = 45.7 Ao
o oxx.. xx . 118,4 113.5  102.8 4

__Total AdJusted Program Base" =

L AdJusted L1brary Base
Acqulsltj.ons oL
Salar1es and’ Benef1ts

e Other Operatmg Expenses S
""j.f_j_-‘Total Ad]usted Program Base-.*‘ S

A.vxx_ SR

L6
X 02,182

1,264
2,177

1,264
2,166
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decision of 1ts kind to- be made .in recent years, = Y and in part because we
knew that the decision could affect mgmhcantly the future of a number of
individuals who had contributed much to the Un1vers1ty over a long period.

Athletics. -- A second program area which received a great deal .

-of attentlon.durmg the spring of 1971 was Athletics. It differed from

Slavic Languages and Literatures in that the Committee had already recom-

mended a reduction in.its program base in its January report ($68, 000 in

FY 71 costs). The Committee's general views concernmg Athletics --
. and the special problems involved which result from regulations imposed

by regulatory bodies, the intense nature.of 1ntercolleg1ate competltlon,

and the likely effects of various decisions on alumni support -- are

discussed in the 1971-72 Report of the Priorities Committee (pp. 216- 219)

and need not be repeated here. It should be noted, however, that in that

report the Comlmttee slgnaled clearly 1ts intention of achieving reductions

~in the program base beyond those detailed in recommendations for FY 72
"o we beheve that some part of the further reduction in the program

base requlred by our prov1510nal plan must, in all hkehhood come from

Athletlcs" (p. 217).

" i In recommendmg the 1n1t1al reductlons in the program base of

Athletlcs we had proposed

BY

1. A reductlon of pre-game trammg meal budgets.

2. Ehmmatlon of travel support for cheerleaders and

the band for out-of town football games.

3 'Ehmmatlon of general funds support for team banquets.

. 4. Reductlon of general securlty at games. .‘ -

. Y

l/ A dec1s10n had been made, three years earher,

i .

to drop a program

in Korean studles, but this: ‘had been a much smaller program w1th far
looser connectlons to '.the rest of the Unlver,sny S e
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5. Elimination of selected intercollegiate contests,
including a number involving extensive travel.

6. Elimination of freshman teams in certain sports in
which freshmen could be eligible for varsity
competltlon.

In attempting to find ways to achieve further savings without
sacrificing the important contributions made by Athletics to the life of the
Umvers1ty, the Comm1ttee relied heavily on a study carried out over
several months by a subcommlttee which was chaired by the Executive
D1rector of Adm1mstrat1ve and Personnel Serv1ces and which consulted
extenswely with coaches, team captams, and alumni representatives. As
in the case of Slavic Languages and L1teratures, a lengthy report was
prepared for cons1deratlon by the full Commlttee. - This document dis-
cussed the pros and cons of 'vertical cuts" (ehmmatmg whole sports at

'all levels of compet1t10n) versus "hor1zontal cuts" (reducmg the number
of teams or the level of expendltures in many sports) and included a table
summamzmg for each sport- (1) the number of varsity, junior varsity,
and freshman contests, : (2) the d1rect expenses included in the FY 71
budget; (3) income from ticket sales, etc., pro;|ected for FY 71; (4) the
net cost of each sport (5) the number of student part1c1pa.nts, (6) the
'number of student award wmners, and (7) the costs -- gross and net --
', per part1c1pant and per award wmner in each sport. Finally, the table
- mcluded a rating by the subcomm1ttee (A to C) of the value of each sport
takmg mto account the above data plus estlmates of the carry-over value
of each sport the h1stor1ca1 1mportance of the sport at Prmceton, likely
effe cts of suspendmg the sport on adm1sslons and alumm relatlons, and so
The comp11at10n of the se data proved extremely useful to the Com-
m1ttee and taken m conJunctlon Wlth the results of the d1scuss1ons w1th

‘A ;coaches, players, and supporters of the varlous sports, had a great

o _,_'effect on the thmkmg of many members.

In fact, the Comm1ttee moved away from 1ts f1rst mclmatlon, wh1ch'

- '}had been to cons1der serlously the abohtlon of a whole sport We moved
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~ away from this position in large part because the data showed that the net
savings to be realized (excluding overhead costs) in those sports which
were at all possible from this standpoint were really rather modest (a
maximum of about $40, 000 per 'ye.ar), when compared with the importance
many students and others attached to each of these sports. Particularly
persuasive were the arguments of the student participa.nts (including the
football players, whose sport does not entail any net costs, measured
incre'mehtally): viz.; that they hoped the University would find ways to
economize further in the operation of all sports before depriving students
interested in any one sport of the opportunity to participate at all.
 Accordingly, the Committee ended up recommending a variety of
further reductions, totaling about $80, 000 per year, which could be
characterized as basically "'horizontal:" (1) additional savings in equip-
ment purchases, travel, etc. 3 (2) further cuts in trammg table expenses
for football mvolvmg the e11mmat1on of all lunches, (3) decisions to
reduce the coaching staff ' mainly through attrition. These recommenda-
tions were adopted by the President (who partlclpated actively in the dis-
cussions leading up to them) and transmitted by-him to the Director of
Athletics. Mohitorin'g prooedures were then established for Athletics
similar to those de scribed above for Slavic L'anguages and Literatures,
As this account is being written, a cooperative study of Ivy Lieague
Athletics is being carried out under the auspices of the presidents. This
: study could lead to d1scuss1ons among the pres1dents which might both
improve the overall chmate of vy League athlet1cs and reduce costs.
| That is certamly the hope of many of us. - Whatever the result,. the work
"we have done to date has convmced us that dec:.slons affectmg Athletics,
no less than dec1s1ons affectmg academm programs, can benef1t greatly
from careful a.nalysxs of costs and benef1ts to the institution. Indeed, it
'may be truer of Athletlcs tha.n of most act1v1t1es that initial 1mpress1ons
of costs and benef1ts can be qu1te m1s1eadmg.

Other Areas. - Havmg ach1eved further reducnons in the program

- : base by FY 74 of approx1mate1y $190 000 m Slav1c and Athletlcs combmed
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2

our Committee continued to seek possible savings in other areas. In due
course recommendations were made that resulted in the overall reduction

of $500, 000 in the program base (beyond what was recommended for FY 72)
contemplated by the provisional plan.
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Participation in the DeciSion Making Process:

General Impressions of the Work of the
Priorities Committee .

‘Having described various aspects of our work in some detail, we
shall now conclude this part of our report with some general observations
on experien_ce to date with the Priorities Committee, viewed from the
standpoint of its role in the process of reaching and communicating deci-
sions on resource allocation.

While those of us who have shared responSibility for the preparation
of this report can hardly claim to be disinterested observers, we do
believe that the Priorities Committee has been successful in two important

respects:

-~ First, the work of the Committee has helped us make
- better decisions than we would have made otherwise.

Second, the Committee has helped to increase under-
standing of the University's financial situation, and
what we are trying to do about it, among students,

' faculty, administrators, alumni, and others.

The contributions of the Committee to the quality of the decisions
reached have been many. The very presence of t 1e Committee, with
meetings and agendas scheduled on a regular baSis, has served as a use-
ful discipline for members of the administrative staff responsible for

_preparing budget materials of all kinds. Similarly, the knowledge that a
variety of indiViduals with differing perspectives would be asking hard
questions: has improved the quality of budget submissmns as well as the

‘quality of the: reViewmg process. We are convinced that these "announce-

ment effects" have been extremely important even though hard to define

| very precisely. . 4
The more direct way in which the Committee has contributed to
better decisions has been, of course, through the ideas and exchanges of
a Viewpoints expressed in the meetings of the Comrmttee. v Thus, the
.I detailed p1an for meeting the crlSlS in the financing of graduate education

which is summarized in the Committee' emr for_ 19:72 73 evolved in
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the course of four long meetings in which various proposals were tried
out, modified, presented again, and so on, but always in the context of
the budget- as a whole and the competing claims of many important activ-
ities. In any number of other instances particular perspectives of indi -
vidual members of the Committee led to savings which we might not have
identified in the absence of the Committee. To cite a mundane example,
‘student members advised against spending money on a proposed smoke
detection device because their detailed knowledge of living habits cast
serious doubt on its likely effectiveness.

The role of the Committee in promoting a broader and deeper
understanding of the University's financial circumstances also needs to be
viewed along several dimensions. The reports of the Committee to the
President have been written with the objective of mforming as many people
as possible of the nature and causes of the financial pressures affecting
the UniverSity as well as of the specific steps being proposed to deal with
the situation. Copies of the reports have been sent to all department
heads, to members of key faculty, student, and staff committees, to all
members of the Board of Trustees, and to individuals who expressed
interest. In addition, copies were available for general perusal in depart-
ment offices and the Library Some 1, 800 copies of the R Report for 1971-72
were sent to other colleges and universities at the request of the American
Council on Education. ,

The reports were also used as the basis for lengthy articles

pubhshed in the Daily Prmcetonian and the Princeton Alumni Weekly and

for special mailings to alumni. These summaries proved very useful
because we could not expect very many people to read the reports in their
entirety, given their length (133 pp in 1971- 72 and 70 pp in 1972-73). At
the same time, we thought 1t was necessary to make available to those who
were mterested a full account of our recommendations and the thmking that
lay behind them. In this way we. have sought to raise the general level of

»dlSCLlSSlOl‘l of priorities and to dispel misconceptions.

1293'
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Thus, the reports themselves and the articles based on them have
served as the primary basis of communication between the Committee and
other groups. We have tried to supplement these written accounts of our
work by arranging various meetings at which the Chairman and other mem-
bers of the Committee were available to answer questions and to participate
bk - in discussion of the central propositions. Meetings of this kind have been
held with departmental chairmen, the Council of the Princeton University
Community (a body representing students, faculty, staif, and alumni), and

Trustees., These meetings have been rather uneven in their overall

quality, with some extremely good sessions and some of a much more
perfunctory nature. The very complexity of the subject, combined with
the length of the reports, has served to intimidate some people, and we
have found no really satisfactory solution to this problem.

The final mode of communication to be mentioned is the least for- i
mal of all -- conversations among individual members of the Committee

and students, faculty, administrators, and others. Whiie time-consuming,

~ and inevitably limited in terms of the number of individuals who could be
involved, this kind of opportunity for discussion has been important in

20 €73 RNl mh i B ek At N a2 et

‘providing both mformation and.a genuine sense of "contact" for many indi-
viduals. The burden on members of the Committee has been considerable --
especially when they have had to defend unpopular decisions before col-
leagues and friends -- but the benefits to the University from conversations
of this sort have been substantial. _

It would be an error, however, to give the impression that these
various efforts at. communication have produced anything approaching full
understanding of the University's fiscal problems and programs even within

the resident University community. ‘ All of the efforts mentioned above not-

withstanding, there are relatively few individuals on the Princeton campus
with a good understandmg of these matters. Most people are preoccupied
‘ with other thmgs -- as they sh’ould be! - Moreover, there is a natural reluc-
_ tance to mvest time in studying a subJect that is both complex and some-

o what deprcssing. Finally, it is important to recognize the degree of
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"turnover' that occurs within any university community. Junior faculty
members, as well as students, replace one another with some frequency.

Accordingly, a great deal of patience and a willingness to repeat m-terials
are necessary. . |

It should be noted that the individuals who have studied the reports .

of the Priorities Committee in the greatest detail have tended to be the
same individuals who.are most interested in all aspects of University life
and most influential -- department chairmen, student gov-ernment officers,
Trustees, and so on, - These individuals have in turn helped a great many
other people who have come to them with questions: Also, they have been
able to refer individuals with questions to the reports of the Prlor1t1es
Committee. Thus, these reports have served as reference documents in

an important way.  That is, when an individual concerned with a particular

~problem such as student aid has come to another student or to an admin-

istrative officer or faculty member with a question, more often than not

he has been referred to the Report of the Priorities Committee for both a

discussion of- student aid policies and a discussion of the context in which
they were developed. Further discussions have then ensued. 'In this

important sense, the reports of the Priorities Committee have served as

a beginning, not as an end, to the process. of seeking understanding and

support for decisions a.ffecting resource allocation.

If our experience to date with the Priorities Committee has been a

generally positive one, as we beheve it has been, what factors have been
respons1ble‘> |

First, the compos1t1on of the Comm1ttee, in terms of the kinds of

: people represented on it, 'has been very 1mportant Itisa very inclusive
group, . mclud1ng as it-does undergraduates, graduate students, faculty

i members from. each of the four academlc d1v1s1ons of the ‘University (and

at least one non-tenured faculty member), academlc and financial off1cers

of the Un1versity, and at least one person from some other adm1mstrat1ve

-off1ce. The resultmg breadth of perspectwe has been 1mportant both in

"terms of the 1deas that have resulted from 1t and in terms of the barr1er :
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it has posed for representatives of any one group ~who might have wanted
to argue a parochial interest too strongly. It has been enlightening for
the student and faculty members of the Committee to be exposed to so
many facets of the University and to be made aware of so many .conflicting
needs for funds. And the administrative officers have benefited from the
opportunity to hear student and faculty concerns at first hand.

The presence on the Committee of the Provost, as Chairman ex
. officio, the Financial Vice -President and vTreasurer, ‘and the Dean of the
Faculty -- as well as the President when his schedule permits -~ has
given the Committee an important sense of respons1b1hty All of the mem-
bers have come to believe -- and rightly == that what they say and what
they recommend will be taken seriously. Also, the active participation
in the work of the Committee of individuals with direct operating respon-
sibility in various areas (e.g., the Dean of the Faculty and the Executive
Director 'of'Administrativeand Personnell Services, who normally meets
w1th the Committee a1though he is not a member) has meant that specific
questions have a reasonable chance of being answered promptly and fully.
Casual discussions of budget problems often suffer from lack of real’
mformation and from many false rumors and assumptions. Our Com-

mittee has had within it and available to it sufficient knowledge to permit

~ discussions of the real questions and to prevent the group from spending

a great deal of time going down blmd alleys.

-.A second factor which has been as unportant as the formal com-
'posltion ‘of the Committee has been 1ts composition in terms of the kinds
of individuals who have served on it and their method of selection. Thus
far we have attracted to serve on the Committee faculty members ‘and
’_students of - very considerable abihty and of broad outlook This result is
attributable in part 81mp1y to good luck The high quality of the group.can
also be attributed however, to the method whereby 1ts members (other
. _than the ex M members) are chosen.

The faculty members and the students who serve on the Priorities '

Committee are: not elected m any (hrect way Rather, they are nominated ’
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by'the Executive Committee of the Council of the Princeton University

Community., The Executive Committee itself is elected, with the faculty

members chosen by the faculty at large and the undergraduate and graduate

members chosen by their respective constituencies. In selecting indi- -
viduals to serve on the Priorities Committee, however, we deliberately
avoided an arrangement whereby they would be elected.  To have elected
the student and faculty members directly would have been to give them -
more of a sense of constituency-orientation than we thought would be
desirable. That is, everyone servfng on the Committee has been meant
to worry aboitt the best interests of' the University_ as a whole, not just the
best interests of the particular group from which the individual comes.

¢ Having the members nominated by the Executive Committee, rather than
elected d1rectly, ‘has helped convey this sense of mission and this intent.

- In nommatmg md1v1duals to serve on the Priorities Committee,
an attempt has been made to find a set of members who will cormplement
each other, and in this respect too the process of nom1nat10n has seemed
superior to a process of d1rect election. In the nommatmg process,
students on the Executlve Committee have not hes1tated to comment con-
cernmg the qual1f1catlons, or the lack of qualifications, of a faculty
member bemg proposed for membershlp on the Priorit.es Committee;
31m11arly, members of the’ faculty and of the admlmstratlon have partic-
1pated in the choice of students to serve.. ‘Thus, in fact as well as in
; appearance, all of the members of the Pr10r1t1es Comm1ttee have enjoyed
| a certam degree of Un1vers1ty w1de support and have not. been simply
- creatures of part1cular constltuencies._- e ,
| A th1rd factor that has had cons1derable effect on the success of
- _"the Prlormes Commlttee has been the general character and tone of the

'meetmgs and the extremely good personal relatlonshlps that have existed

) 'among the members. Faced w1th very d1ff1cult problems, and the certam

. knowledge that whatever was recommended would be unpopular on many
' 'fronts, the members of the Comm1ttee developed from the begmmng a

e strong sense of camaraderle. As one member put 1t we have been a very
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""task oriented" group, and this has produced a certain sense of common

purpose. Also, the many hours spent together have served to reinforce

this feeling of group loyalty. Of course, the spirit of any group such as

this is a fragile thing, and it can change almost overnight, It is the indi-
~viduals on the Committee who determine it, and there is little that can be

done organizationally to compensate for members who are unable or

unwilling to contribute to this kind of feeling, .

_ So far', at any rate, we have been lucky in that the individuals on
the Committee have respected each other's views, have tried to learn
from each other, and have avoided trying to make "points' at each
other's expense. Also, all members of the Comm1ttee have taken seri-
ously the injunction to respect the right of other members to speak freely
within the Committee without fear of being quoted outside it. In this
respect the conf1dent1a1 nature of the meetings of the Comm1ttee has been
very important m permittmg candid discussicns and in building good

| personal relationships. Also, the fact that the Committee was set up w1th
members chosen to- serve staggered terms has been useful in that it has

- prov1ded contmuity. The continuity has, in turn, been helpful in carrying
this general set of attitudes forward from one year to the next.

‘A fourth factor to be noted as contr1butmg importantly to the work
of the Comm1ttee has been the quahty of the underlying analysis. A group
as diverse as the members of the Priorities Committee can address
'important questions of pohcy effectively only if the underlymg data and
analysis are at hand and in good form. - At the same time that the Priori-
.t1es Comrmttee was established the other work on resource allocation
described at various places in this document was begun. ' The two efforts
have: gone forward together, and it is fair to say that the- Pnorities Com-,

. mittee could not have met in the absence of the other work relating to
budget subm1ss1ons, the collatmg of budget requests early in the year,

o the derivation of plaunmg figures for student a1d and ‘80 on. In the

o absence of a Priorities Committee, a fair amount of mformation of th1s

, sort may exist m the mmds of various off1cers of the Umversity charged
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with making allocation decisions, but 1t may not be committed to paper.
The presence ofa Pr1or1t1es Committee does require more thorough staff
work than might be needed in its absence.

A fifth and last factor to be noted concerns not the Committee itself
- but the nature of Princeton as a universlty community. Princeton is a’
small university and there is a good deal of agreement -- though certainly
not unanimity -- on basic goals. The undergraduate members of the Com-
mittee recognize the importance of the Graduate Scho;ol and the importance
of the scholarly efforts of the faculty; the graduate students and the faculty,
in lurn, recognize that Princeton is built around a residential college and
that student life concerns have long been very important. Also, the
faculty and students, in general, recognize the important supporting
relat1onsh1p that must ex1st between the alumm body and a res1dent uni-
versity community. In the absence of some fair degree of agreement on
these pomts, it would be far more difficult, if not impossible, for a group
such as the Priorities Comm1ttee to work together. In a larger and more
complex mst1tutlon, Where, in the nature of the case, there might be less
‘ sense of common purpose, it would be far harder to. develop the kinds of
working relat1onsh1ps that have preva1led w1thm this Comm1ttee.

It would be wrong to conclude this set of 1mpress1ons of the work
of the Priorities Comm1ttee w1thout md1catmg some of the basic questions
for the future that concern us and that should conce ‘n any other institution
contemplatmg makmg use of a committee. of th.s kmd Perhaps the first
and most baS1c quest1on is: will very good people be w1llmg to give the
necessary amount of t1me to. an undertakmg of this sort? It is one thing )

to secure the comm1tment of some of the most effect1ve members of the . =
. 'faculty a.nd student body when one 1s startmg a venture of this kind, and
| »when one is faced W1th 1mmed1ate cr1ses. It is another to secure the
' serv1ces --.and the comnntment -= of md1V1duals of the same quahty over -
; a longer per1od What 1s poSS1ble 1n th1s regard remams to ‘be seen.

A second 1mportant quest1on for the future 1s-' can a sat1sfactory

o . Ibalance be found between the need to .avo1d_‘repet1t1on of d1scuss1on from
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: ,one year to the next and the need to give new people on the Committee a
chance to participate and to feel that their views count? In preparing the .
" report for 1972-73, the Priorities Committee took as "given'' many of
“the judgments and much of the analysis done.in'preparing the longer

- report for 1971-72. If we had not started with the work for 1971-72, and
: .regarded it as background it would have been difficult to sustai.n the

interest of those members who had part1c1pated in the work of the Com-

_mittee the prlor year. The1r patience would have been strained sorely

had we gone over all the same mater1al agam. At the same time, the

new members felt, on at least some occasions, that they were havmg to

. take on faith thmgs that they would have liked to have stud1ed for them-

met to some degree by informal "br1ef1ngs" between members of the staff
- and new members of the Committee, the underlymg problem is a real one,
and it may well become more serlous. ' ,
Our third and last que stlon for the future is: can good relatlonshlps
between the Prlor1t1es Commlttee and the larger Umvers1ty community be
' mamtamed as the Commlttee becomes more ‘and more part, of the estab-, '
" lished organizatlonal structure of the Unwerslty? The constant influx of
B gnew members is 1mportant in th1s context ‘We w1ll need new ideas and
- new perspectwes from the larger Umvers1ty community. At the same
't1me, the new members, no less than the old members, will need to pay
attentlon to the results of prev1ous analysls and to honor prior commit-

’ ‘ments. Here agam there is some mherent tension between the need for
B ,contmuxty and the need for new departures.

’j Over the long run, the a.nswer to the questxon of the Committee's
ablllty to relate effectlvely to the larger commumty w1ll depend no doubt
" more on the quahty of the work of the Comm1ttee than on anythmg else.

' _-At any rate th1s is our hope, smce it surely is the proper test. .

- selves. Whlle this potentlal confhct between old and new members can be :
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INTRODUCTION

At no time since the depression of the 1930's has the subject of university
finance been as important as it is now. It is no exaggeration to say that the
decisions made in response to the present financial situation will have a lasting
effect on the nature of Princeton and, mor.e broadly, on the role that universities
of this kind can be expected to play within higher education. Nor is it just the

decisions themselves that matter. The ways in which they are made and

received will be no less significant. There is no substitute for the understanding
- and cooperation of all those who share a commitment to the University -- under-
graduates, graduate students, faculty, research personnel, -library staff,
administrators, supporting staff, trustees, alumn1, parents of students, and
other friends. '
If we are to expect cooperation and good will from all of these groups =-
whlch while sharing a common comm1tment to the Un1vers1ty often have
| particular interests which confl1ct -~ we must provide information, We must

explain frankly and fully the nature of the overall problem and what we believe

‘can and should be done about it Our hope is that this report will help to
satisfy this obl1gat10n. i - '
We think it will be helpful if we state now the two most 1mportant themes
that we elaborate 1n the- report. ‘The first is that we are convinced that the
: Un1ver51ty s financial problems are not temporary, ‘They are made worse by
a particularly'unfortunate'combi.nation of circumstances in the current year,
but they ar1se from more bas1c causes that w1ll requ1re difficult choices for
" several years to come,
Our second maJor theme is that in copmg with these problems we are
determmed to maintain the quality of Prmceton as a univers1ty committed to

prov1d1ng excellent undergraduate and graduate programs in carefully selected

”&9
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fields. This implies that it is better for the University to do fewer things,
and continue to do them very well, than to accept a general decline in the

overall quality of its educational program.

This is a long report, conSiderably longer than last year's, and a brief
"reader's guide' may be useful.

First, in Section I, we describe the work of our Committee so far this
year. We try to provide seme sense of the procedures followed in arriving at
lthe recommendations described in this report. Also, we discuss some questions
of continuing importance concerning the relatior_iships among the Priorities
Committee, the President, other administrative officers, and the Board of
Trustees. ' '

.Section II describes the overall financial situation of Princeton at the

present time. Trends in expenditures and in income are discussed, our

' recommendations for Fiscal 1972 are summarized, and projections are

presented through Fiscal 1974. In addition, some attempt is made to describe
Princeton's own financial situation in the larger context of the fmanCial problems
facing all of higher education. ‘

Section III contains a statement of the central principles the Priorities
Committee has had in mind in developing recommendations concerning a host
of particular programs, actiVities, and financial charges,

Section IV contams an extended discussion of the application of some
of these general prinCiples to a number of substantive issues and areas: i
(1) tuition policy; (2) dormitories and food service operations; (3) faculty and

staff housing; {4) faculty manning; (5) special academic programs; (6) the

library; (7) the computer center; (8) athletics; (9) student aid at the graduate

level; (10) student aid at the undergraduate level; (11) academic administration;
(12) general administration and other supporting services; (13) the operation and

maintenance of the physical plant, and (14) salary policy.

Appended to the report are: (A) summary tables showing income and
expenditures for FY 70 through FY 72 (B) a list of the principal assumptions
underlying prOJections of mcome and expenditures for FY 73 and FY 74;
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(C) a memorandum from the Provost to all heads of departments setting

forth guidelines to be followed in preparing budget requests for 1971-72;

and (D) a detailed report on the economics of dormitories and food

services prepared by Miss Mary E. Procter and Mr. James P. Mnookin.
The organization of the report has posed difficult problems
| because everything depends on everything else. For example, a detailed

understanding of the recommendations for FY 72 is very helpful in

considering future plans while some appreciation of what is likely to
_happen in the future is also very helpful in consideriﬁg recommendations
for FY 72. For this reason, and because we have tried to make each

b major section more. or less self-contained, some repetition has been

unavoidable.

% Nk K % K Nk N

In submitting this report to the President, the members of the

Priorities Committee wish to thank the Deans and heads of offices whose

cooperation in prov1dmg information, answermg questions, and discussing
sensitive issues cand1d1y has been so 1mportant to our work. We have
also benefited greatly from the contributions of those individuals who
'have met regularly with our Committee either at the suggestmn of the
Executive Committee of the Counc11 or as stipulated in the Charter of
_the Council: Mr. . Henry Bessire, Vice-President for Development

Dr. W1111am Lewis, Assoc1ate Provost for Resource Planning;

Mr. A. J . Maruca, Executlve Director of Ade.mstratwe and Per sonnel
Services; vand Mr. Carl Schafer, D1rector of the Budget. Dr. Lewis
and Mr. Schafer assumed respons1b1hty, respectwely, for forward ‘
planning and for the’ work related to the budget year. - Their extremely
_effectwe work has been md1spensab1e in enabling the members of the

Committee to see the real issues and choices before us. In discharging
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these responsibiiities, Dr. Lewis and Mr. Schafer have relied heavily on
the Controller's office and other administrative departments. Finally,
the Committee wishes to express its thanks to Mr. James Mnookin, who

. %
has served ably as Secretary of the Committee.—l

Henry D. I. Abarbanel
William E. Beckner, GS |
William G. Bowen (Chairman)
Edward C. Cox

Michael N. Danielson
Charles L. Howard, '72 |
Robert G. Jahn

Deborah Leff, '73

Richard A. Lester

Ricardo A. Mestres _
Bradford C." O'Brien, '71
Albert Rees

’I"homas‘ C. Southerland, Jr.
Janet Swinehart, GS
Theodore J. Ziolkowski

x The list of Committee members presented below consists of those who

were able to continue serving on the Committee through its last meetings

concerned with the preparation of this report. Mr. Richard C. Madden,

a graduate student in Statistics, met with the Committee during much of the
fall, but then had to be excused from further attendance because of travel
Plans related to his program of graduate study.. His place was taken by .
Janet Swinehart. The fourth undergraduate member, Mr. Frederick V.

Tyler, '72, had to be excused from participation in the work of the
Committee because .of an unavoidable conflict with his other responsibilites.
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I. THE WORK OF THE PRIORITIES COMMITTEE

This is only the second year in which there has been a Priorities
Committee as such,—ll and since the Committee is so new it may be helpful to
say a few words about its composition, functions, procedures and general
characteristics.'

The Priorities Committee is one of seven charter committees of the
Council of the Princeton University Community: its members are nominated
by the Executive Committee of the Council (chaired by the President) and
approved by the Council as a whole, As stipuiated in the Charter of the
Council, the Priorities Committee has sixteen regular members: three admin-
istrative officers serving ex officio (the Provost, who is the chairman, the
Dean of the Faculty, and the Financial Vice-President and Treasurer)° six
faculty members (includlng at least one from each of the four academic
divisions of the University and at least one non~tenure member) four under-
graduate students; two graduate students; and one representative of other
groups (the administrative staff-in the case of this year's Committee), In ‘
addition, the Director of the Budget the Vlce-Pres1dent for Development, the
Associate Provost for Resource Planning, and the Executlve Director of
Administrative and Personnel Serv1ces meet regularly with the- Comm1ttee.
The President also meets with the Comm1ttee as often as his schedule permits.

The first and most basic function of the Priorities Committee is to

-advise the Pres1dent ‘and it is understood by all members that the President
is free to accept, reject, or modlfy the recommendations of the Committee
before submitting his own recommendations to the Board of Trustees. In the
course of developmg recommendatmns for the Pres1dent the members of the

‘Priorities Committee have an unusual opportumty to learn a great deal about

17,

The reason for the words ' 'as such" is that there is a cons1derab1y longer

history of informal consultation with elected faculty and student committees on

major quest1ons of budget pohcy.

-
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University finances, and the second function of the Committee is to share this
understanding with other members of the University community. This process
of communication is meant to work in both directions: the members bring back
to the Committee the special concerns and viewpoints of other members of the
University community while at the same time helping to provide others with
the broader perspective needed to understand why a particular course of action
is being recommended. ,

It was evident in the summer of 1970 that the Priorities Committee would
face an exceedingly difficult set of problems in developing recommendations for
1971-72. The closing of the accounts for the fiscal year ended June 30, 1970
(Fiscal 1970) showed that the University had run a deficit of almost $1 million
in that year; furthermore, revised projections for 1976-71 indicated a likely
deficit of about $2, 5 million. Against this somber background it was decided
that work on the budget for 1971-72 and advance plahning for.1972-73 and 1973-74
‘had to begin without delay, - Accordingly, materials were distributed to all
members of the Priorities Committee over the summer and a full schedule of
meetings was planned for the fall and winter. ' .

‘At its first regular meeting in September, the Committee discussed a '
set of guidelines to be issued to departments for use in preparing budget requests
for 1971-72. These guidelines, intended to discourage the submission of
proposals for expansion which we knew in advance could not be supported, were
included in a memorandum sent by the Provost to all academic and non-academic
departments on September 15. (A copy of this memorandum. is included with ‘
this report as Appendix C. ) | _

Having devoted three meetings in .September to a preliminary review of
" the overall financial s1tuat1on, a discussion of its own procedures, and considera~
tion of the guidelines, the Committee began its schedule of regular meetmgs
on October 8. All told, the Commlttee has met 20 times so far this year, In
" addition, most members have served on two or three subcommittees mvolvmg

-an additional six to ‘ten meetmgs. E

- In the main, we followed the agenda and procedures agreed on in

September. Spec1f1c toplcs were scheduled for each meetmg, particular
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members of the Committee were assigned responsibility for conducting a
preliminary review of the subject to be discussed, this review (where

practical) to include meetings with the heads of the main departments

.concerned; written materials were distributed to the other members in

advance of the meeting if this was at all possible; the questions at issue
were discussed at length within the full Committee; and then, if important
questions rernained unanswered, further informati_on was sought in pre-
paration for more discussion at a later date. If agreement was reached
on a recommendation for a particular area at an early meeting, it was
nonetheiess regarded as tentative pending discussion of other areas and
of the budget as a whole, ‘- ‘ ,

The special subjects listed on the agenda for the round of meetings
which began in October included: faculty and staff housing, tuition, faculty

manning, the computer center, dormitory and food services, the library,

- the operation and maintenance of the;d physical piant undergraduate student

a1d graduate student support and rents on graduate student housmg,

special academic programs, athlet1cs academic administration, general
administration, and faculty and staff salary pools. In addition, at various
points in the course of its work the Committee received estimates of the
overall budget situation for 1971-72 and projections for 1972-73 and 1973-74.
Considerable time has been devoted to broad questions of budgetary strategy
and priorities as well as to the more specific areas listed above.

It is extremely difficult to describe the most important attribute of

.these meetmgs the1r ‘general tone and character., Perhaps the first thmg

,.to be\‘sald is that we have had uninhibited and candld discussions of all

' 1ssu«=’s. Members of the Comm1ttee have had the opportumty to ask the

: approprlate off1cers of the Un1vers1ty about any subject except the salaries

of md1v1dua1s. Very diverse v1ewpomts have been. expressed prejudices
of various sorts have been acknowledged _pointed exchanges have occurred,
and we have often wanted to discuss a subJect longer than was poss1b1e

because of time constramts. Throughout however, these discussions have

| 146
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been characterized by a remarkable lack of special pleading., The members
have taken seriously their responsibility to think about the best interests

of the University as a wh.ole', and there has been no tendency toward log-
rolling, Perha'ps most significant of all, the members of the Committee
have in fact learned from each other. This has been true of the adm1n1s-
trative officers, the faculty, and the students alike.

A few words also need to be said concerning relationships between
the Committee and individuals outside it. While pressures of time have not
permitted the Committee to hold real 'hear1ngs on any of the subjects
under discussion, officers of the Un1vers1ty with direct responsibility 1or
~ areas of special concern were invited to meet with the Committee for
general discussion. Thus, Messrs. Poage and Spitzer met with us to
discuss the computer center; Mr, Dix to discuss the library; Dean Lemonick
to discuss graduate student support; Dean Sullivan to discuss undergraduate
student a1d Dean Rudenstine to discuss dorm1tor1es and food services;

Mr. Moran to discuss planning, plant, and properties; and Mr. Fairman__
to discuss athlet1cs. (Dean Lester, Mr. Mestres, Mr. Maruca, and

Mr. Bess1re, who met regularly with the Comm1ttee, alSo answered
quest1ons concerning areas under their purv1ew.) _

' In addition, there were many contacts outside of meetmgs between
members of the Comm1ttee and others in the University commumty Some
of these were informal (e. g., faculty members contactmg colleagues on the
Committee to- express var1ous pomts of view and th° UGA. ofﬁcers meeting
with the undergraduate members to discuss pol1c1°s regarding adm1..asmn
' and student aid). wh11e others resulted from a new procedure we tried this
year mvolvmg the use of subcomm;ttees. It was obvmus from the outset
that the Comm1ttee as a whole could not study e1ther complex questions
of pollcy or the workmgs of part1cular offices m as much detail as seemed
3 'des1rable. . Consequently, we dec1ded to: experlment w1th the use of sub-
i comm1ttees, normally composed of one adm1n1strat1ve off1cer and two or

more other members of. the Comm1ttee, and charged with makmg a

147
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' prelixninary review of important segments of the budget.,,. To illustrate,

~ the subcommittee concerned with general administration’met with the
University officers most directly concerned with particuiar groups of
admi.nistrative departments prior to the discussion of general administra-
tion within the whole Committée.

These contacts between members of the Committee and other
were very useful in helping us gain a better understandmg of the activities
and problems of various departments. At the same time, these meetings
raised 1mportant questions concern1ng the level of detail at which our |
Comm1ttee should operate and the nature of our recommendat1ons.

There is at least the appearance of a dilemma here. On the one
hand, the Committee has not wanted to make recommendations concerning
the overall 1eve1 of expend1tures on, say, athlet1cs, without reasonably
clear knowledge of what the actual effects of a part1cu1ar recommendatlon
would be, To recommend levels of expenditure -- and partlcularly budget
reductions -- w1thout awareness of the probable effects would have been

: 1rrespons1b1e. Accordingly, heads of a number of departments were asked
to indicate what spec1f1c activities would have to be sacrificed if the budget
of the department were to be reduced by, say, 10 percent and we have
analyzed these subm1ss1ons in great deta11 At the same time, the Com-
mittee has also felt strongly that it ought not to be makmg budget .
recommendations on a line-item ba81s. It does not have the competence '
to do so.- Furthermore, 1t would be wrong for a Commlttee of this kind

- to g1ve even the 1mpress1on -of trying to run programs or offices.

, We beheve that th1s d11emma 1s more apparent than real; Our two
‘obJect1ves -- need1ng to know enough about hkely effects to make respons1b1e

» recommendatlons wh11e at the same t1me 1eav1ng der'1s1ons concernmg the
operat1ons of programs and off1ces to admm1strat1ve off1cers -~ can be

' reconc11ed The recommendatlons of the Comm1ttee concernmg priorities

and general 1eve1s of expenditure must be based on a detailed exammat1on

- . of probable consequences, however, once general budgetary 1i.m1ts and’ .

' ,pohcy gu1de1mes have been set by the Pres1dent and the Trustees, the
, o : - (7?*.&
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heads of offices and programs must have the flexibility to operate as they :
think best within those limits and guidelines. It is in this spirit that the ' ‘

Committee has made its recommendations.

Our final recommendations do not reflect complete agreement among
all members of the Committee on all particulars, It would be extraordinary -- ‘ o
indeed, cause for concern -- 1f sixteen individuals, who also represent , ! v R
w1dely different perspectives and’ experiences, were to arrive at exactly the
same conclus1ons on’ every one of a long list of complicated questions, Some
differences in Judgment must be expected, particularly when there are so :
many real uncertainties involved in defining the choices and constraints, 1
_For example, it is hard to be sure about the effects of various ‘budget
actions on morale inside the University as well as on support from outside
the University; some of us are more optimistic than others concerning - | , !
increased Federal support over the next two or three years; the likely
rate of change in the "technology of libraries is very difficult to forecast;

and so on,

This is, - nonetheless, a unanimous report All members of the

st Dt 9 oimss i voPmaen A 8 o et R

Comm1ttee endorse both the overall set of recommendations and the general
| statements of principle and poiicy contained in the report. While each of

- us might prefer to see one or more particular recommendations changed

in some respect, the differences among us are, in fact, -remarkably few.

- The overall set of recommendations ‘reported here represents our best
sense, as a group, of. how the Un1vers1ty ought to respond to a very

. difficult s1tuation. ‘We believe that these. recommendations are consistent R SRR
" with the broad principles outlined in Section III and that they deserve the S ) ‘.

support of all elements of the Un1vers1ty community

Since our main function 1s to advise: the Pres1dent the nature of

. the relationships between the Committee and the" Pres1dent deserve brief

4-

at several important stages of our work and members of the. Committee

have benefited greatly from these opportunities to ask the Pres1dent for :
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his own sense of what ought to be done in such important areas as salary

policy. In addition, the President has been kept informed of the work of

the Committee on a week-to-week basis and has discussed all of the
important issues at length with individual members of the Committee, | i
and especially with its Chairman,

The Committee has also kept in close touch with representatives
of the Board of Trustees. In November a delegat1on from the Priorities :
Committee met with the Budget Subcommittee of the Finance Committee ) .. | :
- ‘ of the Board for a wide-ranging discussion of the overall magnitude of

the University's financial problem and the kinds of steps thaf might be

taken to deal with it. Subsequently, the Provost and the Financial Vice~

- President and Treasurer have been responsible for keeping the Trustees

informed of the thinking of the Committee and for bringing back to the

¢

Committee the general‘ reactions of the Trustees,

It 'rem_ains only to say a few words about the on-going nature of the

budget process and the further work of the Priorities Committee. In the
case of important elements of the budget (for example, administrative v
systems and data processing and athletics), the reviewing process to date
has raised a number of important questions as well as resolved others, | |
The open questions are beir_lg pursued, in part by ohtainirig more information
and discussing common problems with' other universities (the case of
athletics), and m part by encouragmg experlments of one sort or another

- (adminjistrative systems and data processing). The budgets for such
departments may of course be altered asa result of this work, and that

is one reason why the overall budget is never f1xed in all of 1ts details,

Furthermore, various income and expendlture estnnates must also be

- expected to vary because of unantic1pated happemngs over wh1ch the

Un1vers1ty has no control (for example, ﬂuctuat1ons in earnmgs on the

Un1vers1ty’s mvestment portfoho) o
e When, for any of these or other reasons, , 1mportant questions of ' PRt
pohcy are ra1sed re1at1ve to the 1971-72 year, the Pr1or1t1es Comm1ttee

- w111 meet to d1scuss them. In add1tion, the Committee will now be
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devoting cons1derab1e time to longer~run quest1ons -~ in particular, how to

reduce further the base of the budget carried forward into 1972-73, 1973-74,
| and subsequent years. This will entail careful consideration of the argu-
‘ments for and against rather substantial modifications of selected academic
and non-academic programs, | _ "

Looking to the future, many members of the Committee feel that
they must now concentrate much more of their attention on these larger
-issues., This fall and winter the Committee has devoted an enormous |
amount of time to a detailed arfalysis of present levels of activity in many
areas and departments. This was a necessary exercise, both in its own
riéht and as a prelude .toexplcration of larger ‘questions. No doubt there
is room for some further probing of the efficiency w.ith which present
activities are carried out, But, we doubt seriously whether it is necessary
or des 1rab1e for the whole Committee to conduct another review next fall
which 1s as detailed and as t1me-consum1ng an analys1s of individual
departments as the one we conducted this fall. There are major questions

of policy and program which deserve the most careful attention, and it is

to these questions that the Committee now intends to direct most of its
effort, o
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II. THE UNIVERSITY'S OVERALL FINANCIAL PROBLEM: —~
NATURE, MAGNITUDE, AND POLICY RECOMMENDA TIONS

> .

Recent Trends: Surpluses and Deficits - |

The simplest way to describe any university's overall financial

situation is in terms of the relationship between total expenditures and

total income, with the resulting surplus or deficit serving as a direct

indication of the current condition. This kind of description can, in fact,

be very misleading, especially if it is read as implying strong things ) g
about either the educational health of a university or the skill with which \\
'its affairs have been directed. ‘Nevertheless, looking at recent trends in !
the balance between current expenditures and current income does pro- :
vide a good starting point for our analysis, and Figure- 1 presents the !
figures for Princeton over the per1od 1959-60 through 1970-71. /

must be emphasmedthat the numbers for 1970-71 are estimates only

and that, because of all the uncertainties involved, the final numbers could 5
differ appreciably from these estimates in either direction. ' f
As the bottom panel of Figure 1 reveals most clearly, the
financial history of Princeton over these years can be divided roughly
into three sub-periods (marked off by the dotted vertical lines on the
figures): | |

(1) Fiscal years 1960 through 1964, which were

characterlzed by an unbroken stmng of five operating sur- )
pluses averagmg Just over half a m1ll1on dollars per year;
(2) Fiscal years 1965 through 1969, which were

i
i

; ch‘aracterlzed by much t1ghter fmanc1al conditions as re-

flected in four__,‘surpluses‘ so small as to}be negl1g1ble

1/

o — Hereafter we shall often refer to the financial data for a year such
as’ 1959 60 as the f1gures for "F1scal Year 1960" or s1mply "FY 60."
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(averaging only about $50, 000 per year, or less than
1 percent of total expenditures) and dne significant deficit
($645, 564 in FY 66).

(3) Fiscal years 1970 and 1‘971, which were
characterized by two successive deficits of substantial
size -- an actual deficit of almost $1 million in FY 70 and
an estimated deficit of about $2. 5 million for the current

year.

This is not the place for a detailed study of the factors responsible
for these swings. It should be Said, however, that thrdughout this period
the most significant changes have occurred on the income side of the ledger,
not on the expenditure side. During the early and middle 1960's, Princeton,
like many other colleges and universities, benefited from unprecedented
increases m support from individuals, corporatibns, foundatio'ns,’ and

gdvernment agencies. This growth in income in turn permitted the Univer-

~ sity to increase expenditures substantially -~ specifically to raise salaries,

to strengthen educational pPrograms at graduate and undergraduate levels,

to undertake a small number of new efforts (in Plasma Physics and inter-

- national andlregional studies, for example) -- and, at the same time, to

make modest additions to the Un1vers1ty s general reserve fund. During
the 1atter half of the decade of the 1960's income from almost all of these
sources continued to increase, but at a slower rate, and as a result the
operating budget came under more 'severe pressure. Even though the
University continued to break even duririg all but one of these years, it
was evident that the underlymg trends would make this result much more
difficult -- if not nnposs1ble -- to achieve in the early 1970's, And, the
forecasts made during the late 1960's have been borne out by subsequent

1/

events.

1 / Readers mterested in an analysls of the factors responsible for trends

i expend1tures and in income, as they appeared in the spring of 1967, may

want to refer to: W. G. Bowen,-The Economics of the Major Private Univer-
sities, Carnegie Commission on. Higher Education, Spring 1968. This study

-was later updated, revised somewhat, ., and republished in "The Economics and

Financing of Higher Education.in;thé;United States, " Compendium of Papers
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For the purposes of this report it is the changes from FY 69 to
FY 70, and from FY 70 to FY 71,‘ that merit most careful consideration.

What has been responsible for the rapid worsening of the University's finan-
cial position over this two-year period? The first answer to this question
is a negative one: the actual ‘deficit of almost $1 million in FY 70.and the
estimated deficit of about $2. 5 million for FY 71 are not attributable to
stepped-up rates of increase in expenditures. Over the ten-year period
beginning with FY 60 and ending with FY 69 the average rate of increase
in total expenditures was 9.8 percent per year. Between FY 69 and FY 70,
the comparable rate of increase was 5. 3 percent; and between FY 70 and
FY 71, total experiditures rose only 1.1 percent, ‘

These figures for total expenditures are not, however, an entirely
reliable basis for analyzing trends in expenditures under the direct control
of the University because they contaih a substantial component representing
the direct costs of sponsored research ($24 million of a total of $70 million
in FY 69). The volume of expenditures for the direct costs of sponsored
research depends on the ability of project leaders to obtain outside support
mostly governmental, for their research, and decreases in this category of
'expenditures are offset, dollar for dollar, by decreases in income from con-
tracts or grants which can be spent only for the sponsored projects.’ Thus,
the sudden slowdown in the rate of increase of total expenditures shown on
Figure 1"might mask a situation in which direct expenditures for sponsored

- research (and the associated mcome) had fallen so rapidly that the rate of
increase in total expendltures declined for that reason even though other
- expenditures, over which the University has more control, had been rising
at an unustzally rapidrate. If this were the case, the growing deficit might
still be attributable to unusually sharp increases in those expendltures that
have to be fmanced from University funds.

In pomt of fact, d1rect expendltures for sponsored research at
' .Prmceton have declmed very markedly in recent years, fallmg from $23.9

m1111on in FY 69 to an estl.mated flgure of $19 3 million for FY 71. Thus,

pes . T f' N f
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. made in slowing the rate of growth of expendltures. This is particularly
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to test the proposition stated above, it seems desirable to exclude direct
expenditures on sponsored re search from our calculations and then see

what the trend in other expenditures looks like. When we do this we find

that other expenditures rose at an average annual rate of 10. 7 percent over
the whole period from FY 60 through FY 69 and at an average annual rate

of 9.3 percent between FY 69 and FY 70 and between FY 70 and FY 71,
Hence, even when we eliminate the effects of cutbacks in sponsored research,
we still find no indication that the rate of increase in expenditures has been
higher over the last two years than over the earlier.period. This conclusion

contrasts sharply with the results of a similar analysis for FY éG, the-only

FY 65 and FY 66, expenditures exclusive of direct charges for sponsored_
research rose 12.9 percent. Thus, the deficit of $646, 000 in FY 66, un-
like the deficits in FY's 70 and 71, can be attributed to an above-average
rate of increase in spending.

" The fact that expenditures other than the direct costz of sponsored
research have not risen as rapidly over the last two years as over the pre-
vious nine years is particularly noteworthy when we recognize that: (1) the
general rate of inflation has been appreciably greater over the period 1969-
1971 than over the period 1960-1969, and this has meant stronger upward
pressure in the last two years on salaries and on the costs of all kinds of
materials and supplies; (2) enrollment increased more rapidly frem 1969

to 1971 than between 1960 and 1969, largely as a result of coeducation; and

-(3) the sharp declines in direct expendltures on sponsored research have

forced the Un1vers1ty to make some add1t10na1 expendltures out of University

funds to meet short-run obhgatlons to staff members and graduate students.

Thus, during the last two years some modest progress has been

evident when expendltures are measured on the basis of cost per student.
St111, it is clear that cons1derably more strmgent restrictions on the growth

in expenditures are essent1a1 in view’ of the outlook for income.
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Recent Trends: "’ Sources of Income

Put simply, the recent swing from modest surpluses to significant
deficits is primariljv the result of a slowing down in the rate of growth of
income. This is evident from the fjgureg for total income plotted on
Figure 1, but the sharp decline shown there (with total income for FY N1
actually lower than total income for FY 70 by $790, 000) overstates the
point somewhat because it is so much the result of the extraordinary cut-
back in support for sponéored research noted above.,

We do not mean to minimize the significance of reductions in spon-
sored research, e1ther in terms of direct effects on the abllity of the
faculty, staff, and students to conduct research or in terms of the appre-
ciable indirect effects on the deficit (through loss of indirect cost reim-
bursements for "overhead" expenses, fpr- example). Still, it is instructive
to look at changes in income after excluding funds earmarked to cover the
direct cos:ts of spoﬁsored research. When we do this we find that over the
whole pef"'iod from FY 60 through FY 69 all other income increased at an
average annual rate of 9.9 percent. However, between FY 69 and FY 70,
the comparable rate of increase was 6. 9 percent, and our most recent
projections suggest a 6.5 percent rate of increase between FY 70 and FY 71

This general slowmg down in the growth of i Income, coupled with the pre-

c1p1tous drop in funding for sponsored research, is the major new element
in Prmcetqn s financial situation. Its importance is attested to by the fact
that a difference of only one perceﬁi:age point in the rate of grbwth of income
other than from sponsored research is equivalent to the loss of more than
half a million dollars, |

Before looking at par;ticularv sources of income in more detail -~
and at some projections for next year as well as at tesults to date -- it is
worth noting that this description of Princeton's financial problem also

- seems to fit many other colleges and universities. Earl Cheit, in his’
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Carnegie Commission study of 41 colleges and universities,l/ says on the

first page of the first .chapter:

"...What seems to be a new fiscal phenomenon
appeared in the latter half of the 1960's -- a declin-
ing rate of income growth, and in some cases an
absolute decline in income. "

‘Major Sources of Income and Projections
for FY 72

In the case of Princeton, the main sources of income are itemized
on Table 1 for FY 69, FY 70, and FY 71, with the figures for FY 71 again
having the status only of estimates, In addition, this table shows the pro-
jections for FY 72 of those ei2ments of income that are "given" in the sense
of being independent of policy decisions to be made regarding tuition rates,
room and board charges, rates charged for the use of the computer, rents
on faéulty and staff housing; and so on. The blank rectan'gles for some
sources of income in FY 72 are there to empha31ze that one of the respon-
sibilities of the Priorities Commlttee has been to make recommendations
affecting the amount of income to be received from student fees, auxiliary

activities, and service departments. Our proposals for filling in these
‘ blanks are indicated latef in this report. Here we are presenting the income
table as it appeared to us when we began our consideration of budget pro-
posals for FY 72.
The largest changes for any source of income over this four-year

period -- and all of them are negative -- are for U.S. Government spon-

sored research. The figures in Tablg' 1 differ from those referred to earlier

in that they include r_ei.inbursements for indirect costs as well as for the
direct expensés of the various projects'.' Having expérienced a decrease of
$1.2 m111ion between FY 69 and FY 70 we are expectmg a further decrease

of $3. 8 m11110n thlS year and are pro;ecting an additional reduction of $1.9

_ i/, To be pubhshed soon by McGraw-Hﬂl under the title: "The New
Depressmn in ngher Educatmn. " : 4
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million in FY 72. While the decision by the Atomic Energy Commission to

discontinue support of the Princeton-Pennsylvania Accelerator accounts for

a large fraction (over 80 percent) of the total reduction in‘Federal support of
sponsored research between FY 69 and FY 71, severe effects have also been
felt by many smaller research projects, some of them involving only one or
two Faculty members and some graduate students.

The composite picture for all other sources of income regarded as

"givens' is shown in the last line of Table 1, which, in spite of its ilneXCiting
designation (''selected sub-total"), contains extremely important information.
This line shows that, taken together, endowment income,y private gifts and -
grants, U.S. Government grants for purposes other than sponsored resc¢arch
(e.g., support of graduate students and language and area programs), and
"other income' (mostly interest and dividends on current funds), increased ;
$1, 920,000 in FY 70 but are expected to increase only $786, 000 in FY 71.
Even more distreesing is the projection for FY 72: it suggests that, far

~ from helping to meet rising costs, these elements of income seem likely 5
to declline by $311, 000 from the level reached in the current year. This ‘
unhappy prospect has affected all of the deliberations of the Priorities
Committee, and a few words of explanation are in order. ' 5

Let us start with endowment income. It is the income spent during

the fiscal year from the dividends and mterest previously earned on the
University's investment portfolio.,~ 1/ Year-to-year changes in endowment '

income are determined by four principal factors: (1) changes in the rate of

A A e

return earned per unit on the University's investment portfolio; (2) the

addition of new units of endowment or the spending of existing endowment

l/’I‘hls is the conventional way of defining endowment income and it is

still in use at Princeton. The Trustees have approved a new approach which
- would permit the spending of a prudent part of capital gains under carefully

specified conditions. -(The plan is described in a booklet titled ""The Definition
- of Endowment Income," which is available from the office of the Financial

Vice~President and Treasurer.) However, this new approach must receive
. legal clearance before 1t can be adopted and we do not expect it to have any
) . effect before FY 74, \

|

ﬂ:’ '160 | 3
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for current purposes; (3) changes in the extent to which current income in
restricted accounts is in fact spent rather than allowed to accumulate; and
(4) changes in the extent to which income already accumulated in some
accounts during previous years ("roll-up") is spent during the fiscal year
in question. '

In fiscal years 1970 and 1971, endowment income increased
dramatically ($1, 237,000 in FY 70 and $1, 952, 000 estimated for FY 71).
These two big jumps are in part the result of rising interest rates and good
sinvestment results.l The dividends and interest earned per unit of the
University's portfollo increased by 6.8 percent for FY 70 and by 9. 5 percent
for FY 71. Endowment income also increased substantially in FY 70 and is
expected to increase even more in FY 71 because of mcreased utilization of
restricted funds and o: funds accumulated in prior years. (We doubt, it should
be said in passing, that the actual increase in FY 71 will be as large as the
estimated increase, because some endowment income appropriated to re-
stricted accounts will not in fact be spent, thus reducing both estimated
income and estimated expenditures -- with no impact on the deficit.)

The problem is with FY 72. At Princeton, it is dividends and
interest earned during the year ending May 31, 1971 that are credlted to
endowment accounts to be spent in 1971-72. And, the Controller has advised
us that, because of the depressed state of the economy during most of 1970-
71, we should not expect an increase in earmngs per unit for this year which
is comparable to the record 1ncreases of ‘the last two years. Accordlngly, we
have projected an increase of $593, 000, Afs can ‘be seen from Table 1, this
is only a fraction of the increments to total income prov1ded by earnings

'from endowment in previous years.

In the case of private gifts. and grants (line 3 on Table 1), an absolute

decrease of approx1mately half a mllhon dollars is estimated for FY 71 and
. another drop of about the same amount is. pro;|ected for FY 72. These flgures
' assume that Annual Gwmg, wh1ch contr1buted approxlmately $3 mllhon in

FY 70 will be up sl1ght1y (to $3.1 m1lllon) in FY 71 and FY 172. This 1s not

;:e 2161
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a target -- we of course hope to do better -- but it is a planning figure.

The decreases of $486, 000 and $484, 000 shown on the table represent

mainly .expected decr_eases in non-government sponsored research and the

phasing out of foundation support for certain activities (especially library

purchases and graduate fellowships). _ ‘
The next category to be discussed, U.S. Government: Other, con- _ :

tains all Federal grants not for sponsored research. The substantial de-

crease expected in FY 71 consists of $100, 000 less support for the computer .
center and a drop of $562, 000 in Federal fellowships and cost-of-education o w

grants at the graduatc ievel. In FY 72 we must anticipate another reduction

of $400, 000 in support for the computer asa three-’year NSF grant expires,
and a further reduction of approximately $250, 000 in support of graduate
students.

The last category included in our list of sources of income regarded
as g1vens is the miscellaneous category labeled Other (line 8 of Table 1),

Z
H
H
§
Actually, it reflects mamly income received from the investment of current "
{
|
|
|

funds’plus a number of accounting adjustments, and no spe01a1 explanation
seems necessary. :,
- Having now documented the recent ‘developments affecting uncon-
trollable Sources of ihcome, and having indicated why, taken together, they
_ pose such a serious problem 'forf, us, we turn directly to the question of how
we believe the University should respond to this situation. The remaining
sources of income: included on Table 1, but not mentioned above because
they involve policy- demsmns concerning charges for tmtlon, room and
board, rent, and so on, will be a part of this dlscussmn.
. _ |
Bud@in&for FY 72:
: A General Summary

Because of the substant1a1 defICIt expected in the current year and
the dlstressmg outlook for the g1ven ‘sources of mcome descrlbed above,

it was apparent from the outset that 1t would be extremely d1ff1cu1t to develop .

o 3162
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‘a satisfactory set of budget proposals for FY 72. As a first step in the

effort to control expenditures, stringent guidelines were distributed to all

departments in advance of any submissions of budget requests for FY 72.
These guidelines (reproduced as Appendix C of this report) asked heads of -
departments: (1) to propose no net additions to staff; (2) to reexamine all

vacancies to see if they could remain unfilled; (3) to propose expénse budgets

no larger than those approved for FY 71; (4) to try to avoid shifting any’
charges from sponsored pro;ects or other restricted accounts to general
funds, and (5) to make every effort to substitute the use of restricted funds ‘
for general funds.

Detailed budget requests were then submitted by the heads of all
departments and these submissions were processed and added up. At about
the same time estimates were made of the amount of income that could be
expected?'in FY 72 from those sources not already projected in Table 1
above -- student fees, income from dormitories, food services, faculty
and staff housing, other auxiliary activities and service departments -- if

there were no increases in charges.

Combining these mcome and expend1ture figures with a hypothetical
figure for salary increases and with several other "formula calculations
explained below gave us our first fa1r1y, precise estimate of the magnitude

of the financial problem for FY 72. The result was a projected deficit of
just under $5.5 million,

,!
WhllP we had never expected the def1c1t based on this set of calcula- ‘

tions to be-a tol(,rable one, we had hoped that it would be much closer to an

acceptable level than it in fact was. .In any cage, we have devoted the

remainder of the fall and early w1nter to reducing the pro;ected deficit by:

(a) recommendlng substant1a1 increases in charges of all kmds and (b) recom-

mending levels of expend1ture well below those proposed in most initial -

_ budget requests. To state the outcome in a single number, all of our

v 'recommendatlons and estunates taken together 1mp1y a def1c1t for FY 72-
.of about $1 2m1111on. | el G o v‘ .-
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Summary of Income and Expenditure Projections

e

TABLE 2

A DT R RN S N G T A G I I T A T R e e ey ORI

I. "Income:

1. Endowment
2. Student Fees
3. Gifts & Grants
(Non-Gove rnment)
4. U.S. Government,
) Sponsored Research
5. U.S: Government,
Other: ‘ _
6. Auxiliary Act1vit1es
7. .Service Departments
8 Other -
' ' Sub-Total -

9. .Less Interdepart-
- mental Charges

' Total Income

_II.F 'Expendltures

1. All Depts , Programs '

and Supporting
* Services
. Salary Increases
. "Amortlzatmn of-
' Indebtedness and -~
S Transfers to
. .. Reserves - o
' 4. Savings from Unfllled
. . Positions -

5 ‘Allowance for JContm-.

gencies

mental Charges

Sub Total '~_:‘:'_
s Less InterdePa"t"

Total Expend1tures R :

Fiscal Year'1972
($ Thousands)
' FY 72 Projections: Change: FY 72 l
FY 71 Initial Current - Recommended =
Budget Situation= Recommendation __ FY 71 Budget |
14, 262 14, 855 14, 855 .+ 593 !
13,038 13,593 14, 876 +1, 838 ;
8, 201 7,717 7,717 - 484 :
- !
23, 938 22, 067 22, 067 -1, 871 :
. ]
12,465 1,809 1, 809 - 656 .
8,666 9, 000 9, 450 + 1784 3
3,251 3,317 3, 317 + 66 ,
2,287 2,523 2,523 + 236 !
76, 109 74,681 ' 76,614 + 505 §
| | |
-3,434 =3, 520 -3, 520 - 85 !
72,675 71, 261 73, 094 + 420
75,931 74,935 2, 721 -3,210
QR 1,814 - 1,452 41,452
3,234 3,422 3, 422 + 188
:.-.5;5_‘01 2100 - 100 + 450
50 300 300 + 250
78.'_,65.5” © 80,3710 77,795 - 870




R

e me sttt 8 b - R

- 161 -

The major objective of most of the rest of this report is to explain in

some detail the derivation of the specific recommendations concerning income

and expenditures which underlie the projected deficit of $1. 2 million; the

- implications for the University of each of the major vrecommendations, and
the reasoning involved in arriving at them. Right here, however, it seems
useful to present a. brief tabular summary of the income and expenditure
totals (see Table 2) and to make a few general observations.

In working on the budget for FY 72, we saw it to be essential to
reverse and turn downward -- and not merely for the year ahead -- the
trend of growmg deficits the University has recently exper1enced We did |
not, however, think it wise to start with some predetermlned result --
whether it be a balanced budget in FY 7 2, a def1c1t of $1 million, $1.5 m1111on,
$2 million, or whatever. Any- such predetermmed flgure would have had to

‘be arb1trary, and the costs involved in reachmg it, measured in terms of
effects on the educatlonal quahty of the Un1vers1ty and on morale, m1ght or
might not have been greater than the benefits. Accordmgly, we decided to
proceed more pragmatlcally, test1ng each potent1al source of unprovement

in the deficit agamst the llkely effects on the Un1vers1ty and trymg to pay
part1cular attentlon to the long run consequences of various courses of actlon.
We have been determ1ned not to make recommendatlons that would 1mper1l
‘the essential quahty of the Un1vers1ty .

‘The proJected def1c1t of $1 2 million at wh1ch we fmally arr1ved is
about $1. 4 mllllon lower than the estimated deflcit for the current year and
- about $4.3 mlllion lower than ihe- 1mt1al flgure for FY 72. This is not to
_ suggest that anyone can be pleased w1th a def1c1t of $1 2 mllhon. ifa

deficit of th1s magmtude in fact occurs 1n FY 72, it w1ll have to be fmanced
R 'by draw1ng down cap1tal and th1s in turn w1ll mean less earning power for
~ the future. _ Stlll there is one very 1mportant sense in whlch a proJected

,-deflclt of $1. 2 mllllon for FY 72is an encouragmg “result. It suggests that

o _we have ach1eved the obJectlve of reversmg the trend toward larger and

” larger def1c1ts wh1ch seemed to be start1ng at Prmceton and wh1ch has

o occurred at many other colleges and un1vers1t1es.

i
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How much satisfaction can be derived from having reversed the
direction of change depends, of course, on whether this reallv represents

~ substantial progress back toward budget balance or whether it represents
only a temporary pause which will soon be followed by the appearance once
agam of growing def1c1ts. '

This question of what comes next has been much on our minds all
through the process of developing recommendatlons for FY 72, and a series
of alternative projections for FY 73 and FY 74 are described later in this
section. They show the conditions under which we hope it will be possible
to make further progress toward restoring a balanced budget. Before |

moving on to a cons1deratlon of the outlook for FY 73 and FY 74, however,

it is necessary to say a llttle mocre about the general characteristics of both

the income and expendlture s1des of the proposed budget for FY 2.

BJetmg for FY 72 Increasincome by
Ralsmg Tuition and Other Charges o

It would have been 1mposs1ble to reduce the deficit for FY 72 to
anythmg like its proposed level without re commendlng s1gmf1cant increases
~in charges of all’ k.mds. The d1fferences on 'I‘able 2 between the "initial"
income est1mates for FY 72 and the ' recommended" estlmates are due -
ent1rely to higher charges._ In. total they amount to $1 ‘733, 000 of addltlonal
1ncome. A1t should be. noted however, that by no means all of the increases

_' between FY 71 and FY 72 in 1ncome from student fees or from auxiliary

‘ act1v1t1es are the result of 1ncreased charges. Increases in both of these

categorles also reflect r1s1ng enrollment as a result of coeducatlon, and
. this source of. addltlonal revenue is reflected in the 'initial" income esti-
mates for FY 72 As can be seen by comparmg these m1t1al FY 72 f1gures
. with the flgures for FY 7 1, the amounts 1nvolved are cons1derable --
o roughlv $550 000 of student fees and $330 000 of mCOme from auxlllary

E activ1t1es.) =
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The 1ncrease in 1ncome of $1, 733, 000 associated with higher charges

results from the followmg spe cific proposals:

° Tultlon to increase by $300 at both undergraduate
“and gr: graduate levels (from $2, 500 to $2, 800 for under-
~ graduates and from $2,600 to $2, 900 for graduate
students);

e Undergraduate Dorm1tory Charges to increase by
$50 (from $530 to $580 per year)

° Undegraduate Dining ing Charges: to increase by $60

~ (from $740 to $800 for students with 20-meal contracts
at Commor:4.and from $900 to $960 for students with
20-meal contracts at the "halls" and "colleges'); 1/

¢ Graduate College Dorm1tory and Food Serv1ce Charges:
. to increase on average about $73 (6 75 percent)

° Rents for Marrled Graduate Student Houslng to:
1ncrease about 10 percent

° Rents for Faculty and Staff Housng_ to mcrease
- 10 percent across-the-board plus additional increases
‘on some units: as’ part of a three-year rent equallza-
.' tlon program, o

° ’Cafeter1a Prices to increase on average about
10 percent ' :

e -Athletlc Ticket Book Pr1ces to increase by an amount -
yet to'be determined, but probably from $22 to $25 for
students and from $16 to $25 for. faculty and staff

It is W1th the greatest reluctance that the Commlttee recommends

- ,such substant1al mcreases. They w1ll affect virtually every member of

of the Universlty commumty and w1ll cause real hardsh1p for some students

B '"‘,(and parents) and some members of the faculty and staff 11v1ng in Univer- :

. sity housmg We have arr1ved at these recommendations only after a
) 'detalled analy51s of trends in the costs of some of the semces prov1ded

R b(housl.ng and d1n1ng) and espec1ally in the case of tu1tlon, after a careful

o b

" l/For 14-meal contracts the mcrease recommended 1s also $60 but for

’ A'-_7-meal contracts the mcrease‘ | commended is $40

———
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examination of corresponding charges at other colleges and universities.

As the more complete discussion of these recommendations presented

later will emphasize, we have also tried hard to be sensitive to considera-

tions of equity: to move away from s1tuatlons in which some groups
within the University community subsidize others for reasons which
are hard to Justlfy.

| Other-parts of this report contain recommendations intended to
cushion, at least in limited ways, the effects of h.igher charges on stu-
dents and their families.  Still, we have concluded that under present
circumstances those who benef1t most d1rectly s1mply must be asked to

pay a larger fraction of their own ‘educational costs.

Budgetmg_for FY 72: Re stra1nmg the
Growth of Expend1tures :

v Mov1ng from the potent1al defl.Cl.t of $5.5 mllhon revealed by our

. initial" calculatlons to the proposed def1c1t of $1. 2 mllhon has involved

' more than s1mply mcr°as1ng charges enough to y1eld an additional $1.7
mlll1on of revenue, it has also mvolved cuttmg $2 6 mllhon from re- :
quested expend1tures. And 1t should be stressed that these cuts were

" made from budget requests that had been submitted after department

., heads had rece1ved the strmgent budget gu1delmes descr1bed earlier. To

be sure, not all department heads observed the gu1delmes scrupulously,

B and some of the cuts recommended by our Comm1ttee cons1sted of brmg-

mg requests in. lme w1th the gu1de11nes, most cuts, however, cons1sted
of recommended reductlons in the budget bases of departments and
programs._'-,;_.' L R '

One way of exammmg the overall magmtude of the Comm1ttee s ‘
proposals is by comparmg the recommendatlons for FY 72 w1th the
expend1tures budgeted for FY 71 As can be seen from ‘Table 2 pro-

B Jected expendltures of all kmds for FY 72 are almost $1 mllhon lower

e '_
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than the total expenditures which we. expect will be made during the
current year. If these projections hold, this will be the first time since
the end of World War II when the total budget of the University has de-

clined from one year to the next,

The projected decrease in total expenditures is seen to be even
more significant when we recognlze that it is expected to occur in the
face of a number of forces largely outside the control of the University
wh1ch are pullmg in the opposite d1rectlon. Specifically, Table 2 shows
“that projected expenditures for FY 72 are being pushed up by:

L 1. An increase of $188, 000 in the charge to the

operating budget for amortization of indebtedneSs and trans-

fers to reserves for equipment purcha_ses and major mainte-

nance-expenditures. The amortization of indebtedness increases

only $10, 000 with the. remammg increase of $178, 000 »
| representmg the results of a formula calculatlon which relates

transfers to reserves in any one year to movmg averages of

expendltures in past years Thus, until the relat1vely large

- A expendltures made over the past f1ve years for major mainte -
" nance work the1r way through the formula, there is noth1ng
“that can be' done about th1s ‘source of upward pressure on the .
- budget o : ' '
' 2. An 1ncrease of $250 000 in the category labeled
. allowance for cont1ngenc1es. " Th1s substantial Jump was re-

qu1red because of two very real contmgencles (a) the obllga-"'

. thl‘lS of the Umvers1ty to the State ur ev 1ployment compensatlon

. system, aftel coverage of Un1vers1ty employees beg1ns in

- January 1972 and (b) the likehhood that neg6t1atlons currently

“under way with the Atom1c Energy Commxss1on will result in

the Un1vers1ty havmg to absorb a larger share of 11brary costs " |

) than has been the case. m the past
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3. A swing of $450, 000 in the category labeled

"savings from unfilled positions." Precisely because the
‘budget for FY 72 will be so much tighter than any previous
budget, we have not felt that we could count on anything like
the savings in previous years from some authorized positions
remaining vacant. Had we carried over the same allowance

in the FY 71 budget into the FY 72 projections, the expenditure
- total (and thus the deficit) for FY 72 would have been $450, 000
lower than shownon Table 2. However, we do not

believe that this would have been a proper procedure.

In additiOn to these three forces -- which together make the expendi-
ture budget for FY 7 2 M than theexpenditure budget for FY 71 by'
$888, 000 . -- : we have of course had to make some ' provision for salary
" increases for members of the faculty and staff, W1thout trying to antici-

‘ pate the longer d1scuss10n of salary pohcy in Sect1on III of this report

it can be noted that the pool of $1 452, 000 for salary increases shown

: on Table 2 (to be pa1d from general funds only) is intended to go dispro-

. portionately to those members of the staff who are less well paid. On
grounds of equlty and on grounds of keepmg up with competition from =~
other. employers in local labor ‘markets, the minimal salary increases

pl1c1t in th1s figure are in fact almost as uncontrollable as the 1tems
mentloned 1mmed1ately above -- espec1ally at a t1me when the cost of
living cont1nues to 1ncrease ‘SO stead1ly v '

) When allowance is made for all of these upward pressures on the -
- expend1ture side of the budget we f1nd that the overall reduction of almost

$1 million 1n pro;ected total expend1tures between FY 71 and FY 72 1s

really attributable to a decrease of about $3 2 million in all other expen-

d1tures for departments, programs, and supportmg services (exclusive
of salary mcreases) Approxnnately $2 2 m1lhon of th1s reduct1on is-

- expected to come-in the form of lower expend1tures on’ sponsored proJects,

RS AFCOR N

e e e

LD AT e Y e S




- 167 -

and approximately $1 million is expected to come from lower base

expenditures for a host of other programs and activities.

While no segment of the University has escaped the need to make
u s1gn1f1cant economies, the major dollar savings, aside from sponsored
‘research, are proJected to occur in the following areas:

o Spec1al Academic Pro. grams approx1mately $50, 000
as a result ofthe elimination of the summer teacher
‘intern program and the Office of Survey Research;

e Computer Center: $185, 000;

o Athletics: $68, 000;
e Security: $86, 000;

° Academic Administ'ration' $86, 000;

] General Admmistratlon $179 000

e Plannin g ‘Plant, and Propert1es (operat1on of all
buildings and grounds) $236, 000

. Furthermore, it must be recogmzed that even those departments
.. for which no absolute reduction in expenditures has been recommended

 will'in many cases have to cut back on their base level of real expendi-
tures nevertheless. The reason, of course, is that the prices of things
~ they buy continue to rise, and these mcreases in unit costs will have to be -
absorbed out of fixed dollar budgets. The library is perhaps the best ex-
ample of th1s situation. We have recommended that the library operate :
in FY 72 w1th the same dollar budget as 1n FY 71 (agam. excludmg salary
mcreases) But smce the costs of acqu1s1tlons g0 up remorselessly,

“the hbrary w1ll have to reduce either acqu1s1tlons or services to live
B 'w1thm th1s budget More generally, 1f we ‘make allowance for those funds
in the FY. 72 operatmg budget wh.lch w1ll have to go to meet the rising
| costs of purchased 1tems of all kmds, as well as salary 1ncreases, we
L obtam a better 1dea of the real reductlon in. the budget base of the Univer- |
| s1ty that 1s bemg recommended Excludmg sponsored research we

' beheve th1s reductlon to be Well over $2 mllhon, measured in current prices.
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Another way of summarizing the extent to which the growth in
expenditures has been restrained is by cor_nparihg percentage rates of
increase in total expenditures and in expenditures per student over the
last few years With the experience for the whole of the decade beginning
with Fiscal 1960, This has been done in Table 3.

The fnost fmportant line on this table is the last line, which shows

- rates of increase in expenditures per student after.eliminating changes in
direct expenditures 'for sponsored research. The extent to which increases
in cost per student have been dampened'by'the decisions of the last few
years 1s evident. | Having experienced an average annual rate of increase
‘in cost per student of 7.8 percent' hetween- FY 60 and FY 69, we had an
increase of 5. ‘0 percent between FY 69 and FY 70, we are expecting an
increase of 4. 8 percent between FY 70 and FY 71, and we;are projecting
a decrease of -0.1 percent between FY n and FY 72. These results are
attributable to the control over total expendltures which has been exer-
cized over the last three years and to the increases in enrollment accom-
panying coeducatxon. ,

~ Since there has been so much discussion of the financial as well

as educational aspects of coeducation, it is worth noting that the admis-
sion of women undergraduates has been accomphshed well within the
'fmanclal constraints descr1bed in the Patterson Report on coeducatxon
and in the subsequent reports describmg plans for 1mp1ementat1on. In
~fact, the capital costs assoc1ated with Phase I of coeduCatlon are below
the or1gma1 estxmates, and, from the standpoint of the operating budget,
the add1t10na1 mcome from tu1tlon has offset fully the additional educa-

t1ona1 costs.

- Looking Ahead Pro;ectlons for N
FY 73 and FY 74 R "

Because est1mates of mcome and expendlture for the current year Co

| are stxll subJect to uncertainty, and because proJectxons for FY 72 must
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TABLE 3

Rates of Change in Expenditures and in Expenditures

Per Student, FY 60 Through FY 72 (Projected)

Time' Periods

FY 60

to | '
FY 69 FY 69
(Avg. Annual to

FY 70
to
FY 71
(Estimated)

FY 71
(Estimated)
to

FY 72
(Projected)

Growth Rates) FY 70

1. Total Expenditures _-1-/ E L 9.8%  5.3%

2. Total Exf)enditure's_j '

Excluding Direct _
Expenditures on Sponsored

Research . 10, 7%

Total Expenditures Per . .

Student (Excluding Direct
- Expenditures on Sponsored” S
- Research) .-~ .. q.89% s,

1/

o - T After dedﬁ_citiné interdepaftmeﬁtal charges.

' 1.0%;

-1. 3%
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be vie\ved as subject to quite considerable fluctuations, it is plain that

any attempt to make projections several years further into the future must
be viewed with caution and the results interpreted accordingly. Figures
for surpluses or deficits are, of course, especially subject to error since
they are‘ the residual results of a host of factors and forces. In a budget
of roughly $75 million, " a net fluctuation of as little as 1 percent in either
income or expendltures represents a swing of $750, 000 -- almost two-
thirds the size of the proJected deficit for FY 72. And, sw1ngs of this

 magnitude or more can occur easily even over the short run.. Actual

" amounts spent depend not only on budgetary allocations but on such other

factors as decisions by graduate students to accept or reject admission,
unpred1ctable variations in secur1ty costs, and soon. Income is affected
by such varied factors as swings in corporate 'earnings and in the compo-
s1t1on of the Un1vers1ty s portfol1o, the success of Annual Giving, the
results of other efforts to ra1se funds from private sources, and Federal
Government appropr1at1ons. . ‘

' Nevertheless, the ser1ousness of the present fmanclal situation
reun.res that we do our best to look at least two or three years ahead when
developmg budgets and f1nanc1al plans. While there is always the danger

that proJect1ons w1ll be mlsmterpreted ‘and v1ewed as. embodymg a pre-

_ cision that' could in fact only be spec1ous, there 1s, in our Judgment much

f greater danger in not makmg proJectlons. In a settmg in wh1ch we face the

poss1b111ty of a series. of substantlal defic1ts, rather than just a smgle bad
year that could be cons1dered an aberrat1on, it sunply is not respons1ble

to cons1der each year as 1t comes or to make comm1tments th1s year

. w1thout understandmg the1r 1mpl1cat1ons for the future. To take an-

| obv1ous example, ‘the number of entermg students on fmanc1al aid will .

affect four success1ve budgets. Also, the full savmgs derived from cer-

' tain policy dec191ons (for: example, phasmg out a program) usually appear

’ only over a considerable perlod of t1me.,
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In the work done a Year ago on the budget for the current year we
made significant progress in forward planning. Having stated the "falling-
off-the-cliff principle” inlast year's report of the Priorities Committee

(that we should avoid commitments that seem like'ly to force us to jump

off a higher financial cliff in the future), we applied this _principle'to recom-

‘mendations concerning the size of the graduate school, the nature of finan-
cial aid packages offered to graduate students, and the building up of
library collections in certain special‘ized areas.,

This year we have pushed this approach much farther and have
asked the heads of a number of departments to provide us with alternative

‘financial plans (based on different assumed levels of support) extending
over the next three fiscal years.  On the basis of these submissions and

- a number of other assumptions, we have-constructed a series of composite
projections for FY 73 and FY 74. The "hlgher and "lower" sets of
assumptlons for both income and expend1ture are presented in Appendix B,

One of these assumptlons requ1res speclal comment here. It is
the use of the same ‘overall rate of increase (6 percent) for salary pools
under both the "h1gher and "lower alternat1ves. For reasons stated
more fully in Sectlon IV, we do not bel1eve the Un1vers1ty can expect to
hold salary increases much below th1s level in FY 73 and FY 74 without
runmng real risks in terms of both morale and the abllity to recru1t and
hold really excellent people. That is, we see the austere pollcy for
salary mcreases bemg recommended for FY 72 as vahd only ona one-

year basis. -~ . . _ B R

The analys1s of these proJect1ons summar1zed in Table 4 and
represented graph1cally1n Flgure 2 shows results rangmg in FY 74 from

a def1c1t of $3 '8 million to a small surplus (about $70 000).. This range

s s1gmf1cant in and of 1tself for it reveals the substantlal var1atlons in

operatmg results assoc1ated with. rather modest d1fferences 1n assumptlons.

o Th1s range of results a1so helps us’ see the d1mens1ons of our problem ‘

between now and July 1974 expressed 1n terms of one set of boundar1es.
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TABLE 4

Summary of Expenditure and Income Projections, Operating Budgets,
FY 73 and FY 74 '
($ Thousands)

FY70

FY69 CFYn A
Actual  Actual Budget = FY72 FY73 FY74
I. Higher Income 72,887 76,481 76,109 76,614 81,633 87,185
. Higher Expense 72,805 77,466 ' 78,665 77,795 83,174 88,325
" Surplus or (Deficit) 82 (985) (2,556) (1,181) (1,541) (I,140)
II. Lower Income 72,887 76,481 76,109 76,614 77,668 78,826
Lower Expense . 72,805 77,466 78,665 77,795 79,619 81,381
Surplus (or Deficit) .82 - ~(985) '(2,556) (1,181) (1,951) (2,555
IIL - Higher Income 72,887 76,481 76,109 76,614 81,633 87,185 /
' Lower Expense 72,805 177,466 78,665 77,795 82,359l/ 87.1121
- Surplus or (Deficit) . - 82 (985) (2,556)  (1,181) (726) 73
IV... Lower Income 72,887 76, 481. 76,109 76, 614 77,668 78,826
Higher Expense 72,805 77,466 78,665 77,795 80,4342/ 82,5942
~ Surplus or (Deficit) 82 (985) = (2,556) - (2,766) - (3,768)

(1,181)

l/Higher Sponsored Project expenses, higher Graduate School expenses, and lower
.undergraduate scholarship expenses modified for higher tuition,included to match
higher sponsored project income, higher Graduate School income and tuition, and
~ higher undergraduate tuition. Lower expenses are increased by 2, 740 in FY 73
- and'5,731.in FY 74, L S :

-2/ Lower Sponsored Project expenses, lower Graduate School expenses, and higher
undergraduate scholarship expenses modified for lower tuition,included to match
lower Sponsored Project income, lower Graduate School income and tuition, and

~ lower undergraduate tution. Higher expenses are reduced by 2,740 in FY 73 and
5, M71inFY 4. . A SRR R :
S . S 4
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(The reason for saying "one set of boundaries" is that neither the higher
"nor._lower sets of assumptions represent really extreme cases. This
is particularly true of the-higher assumpti'ons, as is evident from the
-',fact that the rates of mcrease in both mcome and expendxtures actually
'experlenced at Prmceton over a good part of the postwar period have
been higher than our "higher" projections.)
| The nnphcatxons of these calculatlons for University policy-making

. cannot be determmed w1thout at least some sense of what our financial

o obJectlves should be. over th1s perlod On this important question there

: '1s full agreement among the members of the Pr10r1t1es Commlttee, the
Presxdent and the spec1al Budget Subcommxttee of the Fmance Committee
of the Board of Trustees. We believe that every effort should be made £6
' _._ach1eve a budget that 1s at least approxn:nately in. balance by FY 74.
Wh1le all of us would of course prefer to balance the budget even
sooner, we recogmze that certam k1nds of sav1ngs can be achieved only
over tune (as act1v1t1es are scaled down, suspended or phased out), that /
: the task- of reducmg expend1tures must be d1scharged with care and pre-
. c1s10n and no.. by makmg prec1p1tous dec1s10ns, and fmally, ‘that trymg

| ‘to move too fast m the pursu1t of a balanced budget for its own sake could

B requ1re unacceptable sacr1f1ces 1n terms of the long-term health of the

-‘.'.-"Un1vers1ty' _'I‘hese cons1deratlons could under certam c1rcumstances,
:'f'make 1t undes1rable to push for a: balanced budget m FY 74 and we must
reserve f1nal Judgment on this questlon unt11 key assumptlons ‘can be
tested and possxble sources of savmgs explored m detall We are’ con-
" .‘v1nced however, that th1s 1s the right goal for planmng purposes

All of the avallable ev1dence suggests that the fmanc1al squeeze
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part because we saw some of these problems coming sooner and have

been acting accordingly. We continue to'believe that, faced with serious
long-term problems, it is better to respond d1rect1y and immediately than
to allow a gradual deterloratlon which in turn will requlre even more drastic
action later. The exper1ences 'of many universities, as well as other kinds

- of orgamzat1ons, support this general proposition.

Development of a Provisional Plan for °
FY 73 and FY 74 L

Let us now look more carefully at our pro]ectlons in light of the

objective of ach1ev1ng at least an approx1mately balanced budget in FY 74,
'It is obv1ous that th1s will be no easy task. The projections into FY 74,
taken as a group, certainly suggest the strong posmb1llty of a large
deficit in that year, and we belleve that to do better than this will require
the- adoptlon and executlon of a plan that is restr1ct1ve in all 1mportant
respects. o ' .
On the expendlture s1de of the budget we see from Table 4 that
| _ -the h1gher expense assumptlons lead toa pro;ected def1c1t in FY 74 of
about $1 1 mllhon even when combmed with the h1gher income assumpt1ons.

'".When combmed w1th the’ lower mcome assumptlons they yleld a pro;ected
- def1c1t of nearly $3 8 mllhon.‘ Consequently, we. conclude that the higher -
expendlture pro;ectlons cannot be accepted Nor does it appear as 1f ‘
"' minor mod1f1catlons m the h1gher expense pro;ectlons would be compat- ,
‘ »‘1ble w1th the ob]ectlve , of a balanced budget in FY 74 Thus, ‘we belleve

N v'that one ma]or component of our prov1slonal plan for FY 73 and FY 74

o g . has to be acceptance of the lower expendlture assumptlons.a o

Are the lower expend1ture assumptlons reahst1c? In general

.they involve (1) opef atmg th ough FY 74 w1th no net mcrease in the

e S D T L e AL Ao S b s 4 S PN A i m < b b ]

e ——




5"""""4’-"‘0&""}'16‘ ”( TRV St s

- 176 -

(2) holdmg all increases in operating expenses to 3 percent per year; and
(3) acceptmg quite rigid controls on the amounts that can be spent for din-
ing services, library purchases, the operation of the physical plant, and
for student aid at undergraduate and graduate levels.: While these are
plamly tight constraints -- espec1ally when applied over a three- -year -
period -- we think it should be possible to adhere to them for this long
provided that the necessity for them is understood within the'University
community and that we get at least some cooperation from the behav1or
of prices in the economy at-large.

The next step m developing a provisional plan through FY 74 is to
look again at income and attempt to determine which assumptions ought
to be used. There is a great temptation simply to adopt the higher set of
income assurnptions in toto smce we have already seen (cf, Section III of
Table 4) that combining the lower expense and h1gher income proJections
leads to the expectation of a modest surplus in FY 74. " This would be

improper, however, .in that 1t would involve basing our planning. on a

. rather. opt1m1st1c set of assumptions about mcom most of which are
- outside our control and some of wh1ch may not be valid
’ What ‘we have done’ mstead 1s construct a new set of assumptions
wh1ch represent something of a m1ddle ground between the lower and higher
assumptions summarized in Appendix Table B-l Spec1f1cally, we have:
( 1) taken the mid-point between the lower and higher assumptions for
endowment 1ncome, tuition rates, and other income, - (2) taken the lower
” assumption for other gifts and grants, and (3) taken the h1gher assump-
tion for Annual Giv1ng L .' S ,
- These new assumptions for mcome constitute the second main
component of our prov1s1onal plan and "Vhey are listed on Table 5 along
w1th their dollar 1mplications and the dollar imphcations of the lower

expenditure as‘sumptions (after the modifications necessary to insure

COnSl.StenCy with: the new mcome,'numb'"r "Whil' it is rery. difflcult to
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know, for example, whether Annual Giving will increase at a modest rate

once again after having dropped last year, there. are other assumptions ;
"which seem conservatitre, if anything (for example, the assumption that we

shall succeed in replacing only 25 percent of the term grants which are
about to end, and the assumption that sponsored research will now do no
better than stay even in dollar terms after the phasing out of support for
the Accelerator has been completed m FY 71). Thus, taken as a whole,
we think that this new set of income proJectlons represents a reasonable
set of expectatlons. '

. The combination of these’ expenditure and income elements of the
LA T provisional plan implies a deficit of about $1.1 million in FY 73 and a
. : def1c1t between $600,.000 and $700 000 in FY 74 (see the top

part of Table 5). The total expendlture element increases 3.6 percent
between FY 72 and FY 73 and 3.4 percent_ between FY 73 and FY 74. -As

can be seen most clearly from the top part of Figure 3, this represents

A

St

some resumptlon of r1s1ng costs after the sharp cuts in the base of the ~ o
. . budget proposed for FY 72; but it also represents a rate of 1ncrease far

below that, character1st1c of the previous decade or so (compare Table 3).

L et R A s 1ok

The rate of growth of mcome imphclt in the prov1s1ona1 plan is 3.8 percent

between- FY 72 and FY 73 and 3.9 percent between FY 73 and FY 74. Here

too we are presummg some recovery but noth1ng hke the rate of growth:

character1st1c of the 1960's. .1/

:In show1ng a pro;jected def1c1t of under $700 000 in FY‘74 -

we have succeeded m contmumg to move m the general d1rectlon of a

.

'-yTo obtam a‘more complete impresslon of relat1ve rates of change
.over different-time per10ds, it is again useful. to exclude d1rect expenditures

.. for sponsored research (and assoc1ated mcome) from all’ of the: calculatlons.
" When this'is. done, ‘the rates of. .growth of expend1tures and income implicit

A .if,.,_m this’ plan 1ncrease 104.6 percent_and 4, 9_percent respect1ve1y, for FY
12t0: FY'773. and t6 4. :p‘ercent:and”5 0 percent, respectively, for FY 73. B
: to FY 74, "The’ middle’ pa 'f-,Flg re:3:shows the: expendlture and- income SR
: e fter. eliminatlng th substant1a1 var1atlons in sponsored research -
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TABLE 5

Provisional Plan

@eratE&Budgets
FY 73 and FY 74

($ Thousands)

FY69 FY70
Actual

Projections
FY72 FY73 - FY74

FY71

- Actual
IncomeX/ 72,887

' Expensesﬁ/ 72, 805

76,481 176,109

77, 466

Budget ’

76,614 79,532 82,649

78,665 77,795 80,605 83, 313"

(985)

Surplus or (Defieit) 82

. o
Net Savings from further
. (unspecified) reductions
in program base

A djusted Surplus or
(Deficit) "

(2,556) (1, 18_1_)' (1,073) (664)

."' .

/ Income Components. _

/1. Endowment; M1dpolnt between hlgher
, - and lower pro;ectlons for FY 73 and
N f FY74. y
Tuition: M1d-pomt between mcreases :
. in higher and lower projections for. "
~ 'FY13 and FY74 (+$250 per year). .
' Sponsored Research:" M1d-pomt between

- higher and lower" proJectlons in FY 73 and"" .

- FY74 (constant at ' FY 72 level) ,

- 4. Annual Giving: Higher. pro;ectlon for

.+ ."FY'3 and FY'74 (+5% per year)"

-5, Other Gifts and Grants, (pr1vate and
U.S.'Gov't): . Lower projection for

Y A ' L
2%/ Expenditure Components:"
‘All lower expenditure projections have

been included except: -

1. Sponsored Research: de-pomt between

_ ._hlgher and lower projections for FY73
. and FY74 (constant at FY72 level)

}j, 2 . Graduate fellowships and undergraduate

3 r._‘-scholarshlps increased to allow for
,r$250 per year tmtlon 1ncreases.

+ . FY73 and.FY74 (25% replacement) T

' I_,'Auxxhary Act1v1ties -and Serv1ce
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balanced budget, but we have not yet achieved our objective of pro]ectlng
at least approximate balance in FY 74. To do this requires the addition
of a third element to the provisional plan: the commitment to try to
achieve a further net reduction in the program base of the budget of
approximately half a million dollars by FY 74.

We recognize that this will'be an extremely difficult undertaking.
In revxewmg budge* vequests for FY 72 we have already recommended
both general and selective economies affectmg every segment of the

Umversxty, and it seems unlikely that subsequent efforts of the same

: kmd can achieve significant add1tional savings without pushing some pro-

: grams below the threshold at whlch they can operate effectively and with-

out weakemng the overall quality of the University. For reasons stated
more fully in thenext section, where we summarlze our general principles,

we belleve strongly that further economles should be sought mainly through

select1ve reductlons in the program base, rather than through either across- v |

the-board cuts in pos1tlons or cont1nued w1thholdmg of normal salary in--

- Creases. It has to be noted, however, that making selective reductions in
‘the program base w111 be partxcularly difficult at Pr1nceton because this

: Umversxty is already qu1te small and closely mtegrated It does not

contam many of the special schools and programs that are present in

other universities. Fmally, it must be understood that to ach1eve a

| | further net reductxon of $500 000 m the program base will require

s consxderably larger reductxons in gross expendltures because some loss

© - in mcome is almost. certam to accompany any reductxon in programs and

B thus to offset part of the apparent savxngs. -

These d1ff1cult1es notw1thstandmg, we are convmced that the ‘effort

L .must be made. Nor has our decxsxon to move ahead w1th efforts to reduce

_the program base been motxvated solely by a preoccupat1on w1th trymg to

- approx1mately to zero by EY 74 There are several other persuasxve o

‘make the part1cular set of expendxture and income f1gures on Table 5 add
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First, there is a great deal of uncertainty buried beneath all of
these calculations, and some aspects of our provisional plan for FY 72
may turn out worse than .expected. “Since it takes time to realize savings
by scaling down, suspending, or phasing out programs, if we do not begin
this job now, it will be impossible to compensate promptly enough for any
unfavorable turn of events that may occur between now and FY 74,
| It is also conceivable, of course, that things will turn out better
than expected. If this occurs, however, it would be possible to restore
some proposed cuts (as one of our colleagues says, ''all decisions are
permanent for the time being"). It would also be possible to use the
savings achieved to build additional strength elsewhere. And, there are
few umver31t1es, including Princeton, whose overall quahty would not
benefit from some reallocatlons of this kind.
The final --.and probably most. 1mportant -- con51derat1on con-
. cerns the outlook beyond 1974, The extent to which we may have suc-
ceeded in dampemng the rate of mcrease in educational costs at ‘Princeton
. over the \perlod 1970 to.1 974 should not lead anyone to think that such low
'rates of mcrease can contmue for long without forcmg major changes in the
nature of the Un1vers1ty
' A university such as Prmceton remains very much a place in
wh1ch faculty study, wrlte, and work d1rectly on almost an apprentlce-
sh1p basis w1th advanced undergraduates and graduate students. In such
a sett1ng, cost per student is bound to r1se appre ciably over the long run,
-.-as salaries go up, _even though the rate of mcrease may be slowed for
. short per1ods by vzgorous economy dr1ves and for the long per1od by
some growth 1n enrollment and the attendant benef1ts of economies of
- .lfscale (a subJect wh1ch cannot be explored in’ th1s report but which the -
Bressler Commlsslon on the Future of the College w1ll be cons1der1ng)

L -Moreover, wh1le we belleve that the Un1ver51ty can mamtam 1tself over .

S 'perlods of perhaps three__'Orffourfyears ona largely standst111 bas1s mth 'v"
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regara to both the development of new fields and the strengthening of
established areas, the momentum, the tone, the capacity to be a leader

in higher education -- all these would be threatened by a prolonged mora-

torium on new developments.
\ .

For these reasons we remain convinced of two things. First,

that the only satisfactory long-term solution to the financial problems

R of the major private universities lies in a return to something like the J
: - traditional rate of growth in income -- w1th thlS likely to happen only if -

new programs at the State and Federal levels are developed to comple- '

. E ment efforts to attract more support from private sources. Second, _ :
since none of us can be sure when, or in what measure, the rate of growth

of mcome will mcrease, the best mterests of the Un1vers1ty require that

N

we do everything possible now to achieve selective reductions in the pro-

gram base of the Un1vers1ty This must be done in order to’increase the
likelihood that, over the period beyond 1974, the departments and pro-

grams which we choose to emphasize w.111 continue to be strong.
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III, GENERAL PRINCIPLES UNDERLYING THE
RECOMMENDATIONS FOR FY 72 AND BEYOND

K3

The general principles we have ‘had in mind in making recommen-
dations for FY 72 are much the same in substance as the principles stated

~in last year s report of the Priorities Commlttee.

1. Flrst, we continue to be determmed to maintain the quality

of Princeton as a universgy committed to providingjxcellent-

educational programs at the undergraduate and graduate levels

in carefully selected fields, v

Achiefiing this ob'J:_elctive depends on many things, some of which are
quantifiable and“some of which'are not, For example, we attach great
1mportance to such mtanglbles as the loyalty of faculty, staff students, and
alumm, and thmgs as’ amorphous as a sense of commumty, ‘the general
sp1r1t of the place, a shared respect for 1deas (even when, or espec1ally
when, they dlffer from one's own), and the overall mtellectual ‘cultural,
and social milieu. - |
] No one knows all the elements that go to make up th1s k1nd of settmg,
or how they have to be mixed together. But we do know that certam basm
mgredlents -- as 1mportant as they are obv1ous -- must be present

® An excellent faculty which mcludes outstandlng
o younger persons as well as estabhshed scholars;

..‘-Undergraduate and graduate student bod1es which
i __'reflect diversity as well as. excellence measured
,along many dlmenslons,_ :

. .An excellent hbrary whlch is. devoted not slmply
o to collectmg books and other: mater1als but also o
o -{_to makmg them acces51ble- e :

Aj-vBaslc tools of mstructlon and research mcludmg
s modern laboratory e ulpment and a hlgh quallty
, '.'__computmg,famhty, L _
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o Residential and dining arrangements wh1ch contr1bute
to the educational purposes of the UmverS1ty,

® Adequate opportun1t1es to part1c1pate in athletics and
-~ other extracurricular activities;

o Effective administrative and supporting services of all
kinds, including an organization capable of finding and
managing the financial resources on which all other
activities depend.

Strong budgetary 'support for each of these elements can be regarded
as a set of add1t1onal pr1nc1ples, derived from our basic commitment to
quahty And this is how we do regard them. It must be emphasized,
however, that th1s does not mean that any of these obJect1ves can be regarded
as absolutes or that they can be pursued w1thout reference to overall limi~
. tations on ava1lab1e ‘funds. Indeed a'basic theme of almost all discussions
within the Pr1or1t1es Commlttee has been: "When resources are scarce,
prmc1ples colhde. " It is relat1vely easy to agree that strong support for
each of these elements is essential; it is much harder to decide just how
far each should be pushed vis-A-vis all the others. There are important
' 1nteract1ons that have to be taken into account and the most fundamental
questions mev1tablj involve maklng compar1sons ‘at the margins. We do
'not believe that there are 1nv1olable general prmc1ples that can be mvoked
to der1ve a umque set of answers to these hard quest1ons of Judgment

At th1s very general level the best that we have been able to do is
- arrive at some rather s1mp1e conclusmns concernmg the desmable

"h1erarchy" of budget reductmns. ; Our view has been that to protect the

o educatlonal quahty of the Umvers1ty we should proceed roughly as follows.

in recommendmg sav1ngs-' (1) F1rst ach1eve all poss1b1e savmgs through
' 1mproved eff1c1ency -- prov1dmg at least the same quahty of educat10n
' v'and supportmg serv1ces for less money, (2) Next reduce adm1n1strat1ve

'-.','and supportmg serv1ces as much as 1scons1stent w1th effect1ve management

: ':-fbudgets of all academ1c departments-' :nd programs to see 1f 1t is possmle '

£ B AT g o L33 e 8




B general "levelmg down'" would be nothmg short of disastrous, and we are

‘;,, | B | _. v ." continue to do them ve l well than to accept a general
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to recommend reductions without causing significant decreases in educational
quality; (4) Finally, consider further selective reductions in particular \
programs and activities and, in some cases, their complete suspension or
termination. In practice, all of these steps have had to be pursued more
or less simultaneously, but we believe that our fmal proposals for FY 72
‘are consistent with this ordering.

One aspect of our approach to the maintenance of quality deserves

special emphasis.‘ We do not favor attacking the long-.run budget problems. o A
of the U'niversity by a continuing process of nibbling away at all departments
and activities in the. Umvers1ty. Nor do we favor attemptmg to meet the : s
financial problems of the next few years by failing to keep pace with salary |
trends elsewhere. Beyond some pomt a policy of across-the~board
reductions in budgets, coupled with a policy of allowmg salar1es at Princeton
to fall in relatlon to salaries at comparable umvers1t1es, would surely
impair the overall quahty_ of the University. The erosion of quality m1ght

be gradual, but it wou'ld:also be: steady. 'We believe that this kind of

N ke ALt 1 Ak L it A Y Al Lk g0 s B ity

determmed to do. all that we can to avo1d it. Accordmgly, the Pr1or1t1es

Comm1ttee is unammously agreed on what is really a corollary to our first

prncfple, but we thmk it is suff1c1ently 1mportant to list separately.

2. Durin ng th1s per1od of f1nanc1a1 strancy, 1t is far better

for tne Umvers1ty to do a smaller number of thin gs, and

| j“_'; | . reductlon m the overall quahty of the educatlonal prog am,

Actmg on th1s general pr1nc1ple 1s extremely d1ff1cu1t and d1stasteful._

, Many of us. who agree W1th 1t m the abstract may be reluctant to apply it to

- ‘_'spec1f1c cases espec1ally when 1t 1s ev1dent that programs and act1v1t1es

'junder scrutmy ‘are good and des1rable in: the1r own r1ght and mvolve people o

: who have made 1mportant contr1but10ns to the Umvers1ty Nevertheless,

.'71 the Commltt" e remams convmced'that th.l.S is th' tonly respons1ble approach
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and we are now attemptmg to determine where we beheve that selective
‘reductions should be cons1dered

In evaluatmg various programs. activities, and departments; we

(Y]

have developed certain criteria. They are stated below as they apply to

graduate programs, but the same general framework applies to other areas
also. -The criteria are:

<

1. The quality of the faculty and of the program of graduate 5
. : mstructmn. as they can be inferred from the opinion of other "
G scholars in the field, the v1ews of faculty members in related
d1sc1phnes at Princeton, and any available evidence based on
the ‘'opinions and experiences of graduate students.

2. The number and quahty of students who have apphed for :
graduate study at Princeton in the field, who have accepted ad- : .
mission, and who have completed the program. : o

3. The future of the whole f1e1d of study in terms of-
sc1ent1f1c and scholarly trends and in terms of natxonal needs.

4,  The natlonal contrlbutxon of the Prmceton graduate o
program,. viewed in the context of the number of other strong
programs, whether or not they are operatmg below their
desirable size, -and, in general ‘whether suspension of a
program at Prmceton would have a serlously adverse effect

~on opportun1t1es for graduate study. ,

o ,'5. The comparatlve advantage of Prmceton in the f1e1d -
- that is, the ablhty of Princeton to make a part1cu1ar contribution
to the field in question because of spec1a1 factors such as a long

tradltxon of good ‘work in the subJect. unusually strong hbrary
resources. and soon. - v

13
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_ 6. The mteractlons betwe en. graduate study in the field in
, questxon and. graduate work and scholarsh1p in other fields at

o Prmceton. and the. hkely effec .S of suspendmg work m the f1e1d - .
. on other programs and faculty members. LT ‘

!

-

: 7 The mteractlon between graduate study 1n the f1e1d and

the quahty and var1ety of undergraduate offerlngs m the same

P . .,'-The costhness of workj_ljm the f1e1d ,.measured_m terms
. _f'of;.:instructlonal costs; :student sup :
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Of c_:oursé, unambiguous answers to all of these questions may not be
possible. Furthermbre, the reqommendations of the Committee must also
take into account the possibilities for meeting commitments to students
currently enrolled and a number of other practical considerations. Thus, we

do not want to exaggerate the importance of any formal list of criteria,

-but we have thought that we should indicate the general nature of our approach

to this difficult but important aspect of the work of the Committee.

3. Our third main principle is that in adjusting to straitened

economic circumstances we must pay special attention to

consideration#g of equity and fairness to individuals.

We have tried to implement this general principle in a variety of

ways. Specifically, we have recommended that:

1. In general, larger percentage salary increases be given
to groups within the University who are in the lower pay cate~
gories and thus are severely affected by increases in the cost
of living (see the later discussion of salary policy);

2. Reductions in staff be accomplished, wherever feasible,
by attrition rather than by termination;

3. Where terminations are unavoidable, proper arrangements
be made regarding length of notice and severance pay;

4. In the case of undergraduates, we provide additional
student aid in some form (including ioans and work opportuni-
ties) to ensure that no student who is already enrolled and
receiving aid will have to leave for fmanmal reasons as a
result of rising charges,

‘5. In the case of graduate students, the Dean of the Graduate
School continue his efforts to relate awards of financial assistance
at least in part to financial need;.

6. In the case of certain classes of charges (especially rents
~on University housing and charges for dormitories and food
services), efforts continue to be made to move as rapidly as
practicable in the direction of reducing hidden subsidies
received by sbme individuals and not others.

192
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4. Our fourth general principle is that no recommendations

should be made now which imply financial commitments

into the future which are greater than can be accepted

under present and foreseeable circumstances.

This is the same idea referred to in iast year's report as the ''falling-

" This principle has had considerably more effect on

off-the -cliff principle.
recommendations for F'Y 72 than it did on recommendations for FY 71
because of the progress made during the intervening year in the construc-
tion of forward plans for various programs and departments. In particular,
this principle has had a significant effect on our recommendations concerning

the library and student aid at Both graduate and undergraduate levels.

5. Our fifth and last general principle is simply concern for

the future health of the University as a whole.

Here too we are doing no more than restating a principle adopted
last year and, if anything, giving it greater emphams. Our concern for the
future health of the University is already reflected in several other principles
stated above -~ most obvioﬁsly the "falling-off ~the -cliff" principle and the
principle that it is better to be a bit smaller and st111 very good than to
accept a steady if gradual decline in overall quality. It is also reflected
in the importance we have attached to projections for FY 73 and FY 74.
In addition, this concern has had a particularly strong effect on two
recofnmendations: (1) That we not fry to economize by reducing essential |
expenditures for repair and maintenance of buildings since such an approach | »
would only lead to higher costs in the future; and (2) that we continue to
invest significant sums of mdney in the development effort in order to i
increase the likelihood that we shall in fact find the outside support that is

so necessary for the future welfare of the University
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IV. RECOMMENDATIONS FOR SPECIFIC AREAS:
APPLICATIONS OF THE GENERAL PRINCIPLES

The purpose of this section is to discuss in some detail the
recommendations of the Committee in fourteen specific areas. In each

case we shall try to summarize the relevant information, bringing to-

_ .. 7 e
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gether cost and income figures when appropriate (for example, in dormi-

f tories and food services), and explain the likely effects of our proposals.

9 Where possible, we shall also discuss the outlook for FY 73 and FY 74
as well as the Committee's proposals for FY 72.

k o . : Tuition Policy

The Priorities Committee recommends that tuitian be increased
by $300 for the academic year 1971-72 -- i,e., from $2, 500 to $2, 800
for undergraduates and from $2, 600 to.$2, 900 for graduate students,

All of us who havé been involved in the discussion of tuition policy - |
regret véry much the necessity to propose such a large increase, As in 3
the past, we are recomrhending that the Bureau of Student Aid and the | ”\\,
Gradué.te School Office be provided with the resoﬁrces, 'inciuding loan
funds, necessary to prevent this mcrease from causmg students now re-
ceiving financial aid to have to leave the University for financial reasons.
(The details of these recommendatlons are discussed in the section deal-
ing with student aid. ). Still, we are painfully aware that an increase of

'$300 will require further sacrifices on the part of many students and

parents who are already hard pressed financially. _
The basic rea’son for the recommendation of a $300 increase is

that the overall financial 81tuat10n of the University requ1res it. As has

been °xp1a1ned in previous sectlons, even with this mcrease and all of the
other recommendations of the ‘Committee, we are still forced to project a
deficit of almost $1. 2 million for FY 72.
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In evaluating the fairness of the proposal regarding tuition, there
are several kinds of comparisons that need to be made. First, the tuition
charged by Princeton should be considered in relation to our educational
expenditures per student. Second, we should compare the tuition charged
by Princeton with tuition charged by other private colleges and universi-
ties, bearing in mind differences ambng institutions in educational expendi-
tures per student. :

At the undergraduate level, a detailed analysis of data for FY 69

revealed that a student at Princeton paying full tuition was still covering

only 57 perceht of his educational costs.-l-/ Of course, since FY 69 major

efforts have been made to restrain increases in costs while, over the
same period, tuition has increased markedly. As a result, there has been
a trend (at Princeton and elsewhere) for students to pay a somewhat higher
fraction of educational costs, a trend which we believe must be .expected
to continue, at least over the next two or three years. However, it is
important not to exaggerate the change that has occurred. Rough calcula-
tions suggest that even when we allow for all of these recent developments,
the percentage of educational costs (excluding expenditures for student aid)
cevered by the proposed tuition rate for FY 72 will still be between 60 and
65 percent. o

At the graduate level, the difference between tuition and educationai
eosts has always been far greater than at the undergraduate level, and this
contmues to be the case. Recent estimates suggest that graduate tuition
represents only about 25 to 30 percent of the costs of graduate educatlon
exclt1d1ng all fellowship payments. All calculations of this kind are approxi-

mate at best because of the conceptual problems raised by the interdependence

1/

Defined for this purpose as the direct and indirect costs of education
at the undergraduate level exclusive of expenditures for scholarship aid. A
good case can be made for mcludmg expenditures for scholarships on the
grounds that spending money for this purpose is essential to the educational
quality of the entire University. through effects on the quality and diversity

. of the student body and through effects on faculty recruitment. If the costs

of scholarships had been included, the percentage of educational costs
covered by tu1t10n would have been 48 percent rather than 57 percent.
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among graduate education, research, and undergraduate teaching, -Still,
it is plain that the current differential in tuition of $100 understates the
true difference by a considerable amount. In our recommendations for
FY 72 we have preserved this medest differential as a way of continuing
to remind everyone (including private and public sources of fellowships)
that graduate education is very exbensive. (In terms of the relative costs
involved, a good case can be made for widening the differential in tuition
- rates .substantia.lly. However, competition among graduate schools for
outstanding stud'_e'nts prevents any one university from even considering

such a policy on its own.)

A second perspective on tuition charges is pfovided by comparisons
3 among private colleges and universities. While relatively few firm de-
cisions for FY 72 have been announced to date, the information on under-

¥ graduate tuition which is available suggests that our recommendation of

$2, 800 will not be out of line. .Most pnivate colleges and universities with
which Princeton competes most directly for students will be charging

roughly the same tuition. Some will probably be about $100 to $200 below

Princeton (Stanford, for example), sqrhe will be exactly the same (Harvard

{ | and Dartmouth), and some will be charging slightly more (Brown and prob-

ably Yale). Furthérmoré, in comparing tuition rates it is important to

recognize that more time of faculty members in the professorial ranks

is devoted to the averagé undergraduate at Princeton than to his or her

1/

counterpart at almost any other college or university, -

i The AAUP publishes data showing full-time faculty compensation per
student equivalént at various colleges and universities, and Princeton con- ;
sistently ranks very close to the top of this list. It is interesting to note ! <
that the institutions closest to Princeton in this respect tend to be colleges
such as Wesleyan and Amherst rather than other universities. In 1969-70
(the last year for which figures are available), if we set the dollar figure for
Princeton at 100 percent to facilitate comparisons, the corresponding figures
for some other colleges and universities are: Amherst, 90 percent; Stanford,
61 percent; Harvard, 59 percent; and Pennsylvania, 54 percent. The most
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In the discussion of last year‘s report of the Pricrities Committee
it was emphasized that the University had to plan on annual increases in
tuition over the foreseeable future. This conclusion was publicized in the

Daily Princetonian, it was mentioned in a newsletter sent to all parents, and

it was included in the catalog. These steps were taken to avoid any possible
- misunderstanding, and in this same spirit we feel obliged to call attention
to the fact that tuition increases ranging from $2.00 to $300 per year are
part of the projections we have made for FY 73 and FY 74.

The members of the Committee are concerned that further increases
of th1s magnitude may have the effeci of polar1z1ng the student body -~ dis-
couraging attendance by students from middle-income families who do not
qualify for student aid but who also find it difficult to pay their own way.

To date, there is little evidence that this kind of polarization has in fact
occurred here. However, it must be added that we lack good information
on an important dimension of the problem: namely, effects on the applicant
pool itself, _

This potential problem is, of course, a very general one, and is by
no means confined to Frinceton. What will happen in the future in this
respect depends maihly on: (1) the willingness of students in general, and
especially students from low-and middle-income families, to borrow sub-
stantially -- e1ther through conventional loan programs or through some
form of contingent repayment plan;— 1/ (2) tuition policies at colleges and
universities receiving much of their income in the form of appropriations
from State and local governments; and (3) the extent to which Federal, State,
and local governments will assist students from low- and middle-income

families who want to attend private institutions.

recent year for which data are available for Yale is 1968- 69 in that year
faculty compensation per student at Yale was 86 pnrcent of faculty compen-
sation per student at Princeton. These figures are subject to all kinds of
qualifications (related to coverage of professional schools, use made of
graduate teaching assistants, definitions of full-time equivalents, and so on).
Still, they do support the basic point made in the text concerning the favorable
faculty/ student ratio at Princeton,

y Dlscussed below in the sect1on on. student aid at the graduate level.

197"
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Dormitories and Food Services

Of all the topics considered by the Friorities Committee this year,
none has been studied in more detail than dormitories and food services.
In FY 69 undergraduate dormitories and dining services ran a deficit of -
$134, 000; in FY 70 the deficit was $353, 000 (more than one-third of the
total University deficit); and the deficit projected for the current year is
approximately $260, 000. 1/

As a result of this situation, and in view of the complex questions
of policy involved, last year s Pr1or1t1es Committee recommended strongly
that a detailed study be made of the economics of dormitories and dining
services. Such a study was started last spring and completed this fall
l)y Miss Mary Procter and Mr. James Mnookin. It is included with this
report as Append_ix D, and much of the discussion in this section is based
on it. In particular, the special study contains an intensive analysis of
the factors responsible for rising dining costs in recent years (based on
an examination of changes in participation rates and in cost per meal at
individual dining hlalls), a careful analysis of the allocation of indirect
costs to this activity; two sets of projections for dining costs through
FY 74, and a detailed_assessment of the educational and financial impli-

cations of various policy choices open to us.

Ol:ljectives. Our starting point in considering specific recom- ‘
mendations was a principle adopted last year by the Priegities Com- | ,
mittee: that every effort must be made to eliminate the deficit for "
dormitories and food services as soon as poss1ble. Indeed, in light

of the fmanmal situation in which the University fmds itself, and the

Y The Graduate College is also proJected to operate at a deficit in
the current year, the figure being about $38,000. We concentrate in this
section on undergraduate dormitories and dining services because the
deficit for the Graduate College is considered part of the overall Graduate
School deficit and is discussed below.




city institutions -- and, for all of the reasons given above, we are con-

- budget of the University, and all such costs have been excluded from the
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attendant need to recommend reductions ih other important activities and
programs, this year's Priorities Committee has felt even more strongly |
than laét year's Committee that the budget for this department should be
broughi:ﬂ into balance. _

This conclusion has been r;éinforced by the feeling of many members
of the Committee that continued deficits are bad from the standpoint of
equity as well as from the standpoint of overall finances. It is impor-
tant to remember that not all students livé in University housing‘ and that
a great many eat théir meals outside the University dining system (either
in clubs or as independents). Moreover, there is an efficiency considera-
tion as well. Costs are likely to be kept under better control if it is known
by everyone that rising expenditures mean rising charges.

Dormitories and food services are self-supportingbat most colleges

and universities -- an outcome required by law in a number of state and

vinced that Princeton must move in this ‘directipn. At the same time, we
also wish to identify an imporjtant set of related é_tctivities to which this
general prihciple is not meant to apply: the educational prdgrams carried
out in the upperclass colleges and dining halls.

The costs of these educational activities, includihg providing support

for Masters and Tutors, seem to us to be a proper charge on the general

calculations made by Procter and Mnookin. Indeed, we have concluded

that, in spite of the overall budget situation, some modest increases in
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expenditures must be made¢ for these purposes in FY 72 if we are to ex-
pect the Masters and others involved to contribute so much of their own }

time and energy. In our judgment, these pi‘ograms are making important

3R A i

contributions to the _geheral intellectual and cultural life of the University

community and they deserve adequate support.




year in light of the large increase in'tuition that is also being' recom-

. recommend increases of $40 per year in 7-meal contracts (dinner only).
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In aftemptin'g to translate the general commitment to a self-
supporting dormitory and dining system into sbecific recommehdations
for FY 72 and subsequent years, we began by considering the cost pro-
jections contained in the Procter-Mnoockin study. For planniné purposes
we adopted the lower set of estimates, in large part because the Food
Services Department believes it can work within the implied constraints,
but also because we thought it important that our Committee recommend
the same kinds of stringent limitations on expenditures in this area that
we are recommending elsewhere. We recognize that there is some possi-
bility that events over which the University has no control (especially trends
in food prices) may undo these projections, but we believe that this is a
risk that must be assumed, at least for the time being.

Haviﬂg adopted a particular set of expenditure projections, we next
considered two ways of making income match expenditures: (1) raising
the rates charged_ for dormitories and food serviCesj and (2) instituting a

variety of structural changes in the system.

Pricing. With regard to charges, we have recommended that the
1/

University plan on a $60 per year increase in basic board contracts—' and
a $50 per year increase in r_oom rents for each of the next three years.
The Procter-Mnookin analysis suggests that these recommendations, com-
bined with the other changes noted below, should résult in eliminating the
deficit within two to threefyeafs. Eliminating the deficit in one year would :
have required increases fér FY 72 almost twice as large as those pro-

posed, and we felt that this would have been too much of a jump for one

mended. Indeed, for all"of the reasons mentioned in our discussions of ;
tuition policy, we are very concerned about the extra burden on students . i
and their parents implied by the recommendation now being made; but we ‘

see no 6ther way to proceed if we are to bring the deficit under control.

)

1/

=/ This recommzndation applies to 14- and 20-meal contracts. We

%

200




- 197 -

Unlike last year, we are not proposing differential rates of
increase for Commons as contrasted with the upperclass colleges and
halls. The most recent data suggest that the current deficit per student
is about the same in the two sets of facilities, and we see no reason to
believe that the differences in amenities are not already reflected in the
existing price differential. The Comrhittee also believes that the upper-
class University facilities should continue to be considered elements of
a common system and that a single set of uniform charges should exist
amongst them. It would make no sense in terms of either equity or eco-
- nomic efficiency to establish different charges at different colle ges or
halls because of differences in costs resulting from architectural charac-
teristics or ether factors unrelated to amenities over which the present

members have little if any control,

Structural Chage_s. Under the broad rubric of changes in the
structure of the dining system, we are recommending, -first of all, that
the University direcontinue its policy of including meals served durihg
F:;eshman Week, intersession, and spring vacation in the basic board
contracts. Since the majority of students do not eat these meals, and
since those who do eat them are subsidized by all others, the Comm1ttee
believes that fairness dictates charging separately for these meals.
Approximately $40 000 is involved, and it seems better to proceed in
this fashion than to raise the rates charged everyone by some additional
amount. | o ' v

The Committee kas also recommended that the University cease -
to operate Terrace aslan upperclass dining hall. The arguments for and
agamst this move are enumerated in the Procter-Mnookm report and
need not be repeated in full here. . In brief, while iecognizing that closmg

Terrace would deprive present and prospective members of a facility which




by the Committee in discussing the situation at Terrace.
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they-enjoy,y the Committee has concluded that the deficit per student

at Terrace is so high in comparison with the combined results for the

other upperclass colleges and halls that present arrangements are diffi-

cult to justify. Even if Terrace's membership were to increase from its |
present level (81 mem}aers) to full capacity (approximately 100), it could |

not be self-sustaining over any period of time. Furthermore, there is no

reason to expect this situation to improve since the essence of the prcblem

is the small scale of Terrace.

In aneffort to be fair to the present junior members of Terrace, the
Committee recommended that it be allowed to operate for one more year if
it could meet certain requirements. These included an increase of Terrace's
membership to at least 100 and, after allowing for increases in board rates,
a reouction of Terrace's deficit to no more than $15,000. This would still
involve a deficit per student significantly higher than that anticipated in the
rest of the college system, but we thought that this option should at least
be made available to the present membership.. After careful thought and
consideration, the members of Terrace decided that these requirements
could not be met and that they shotiio try to operate Terrace as a private
club next year. ' o

In reaching its recommendation regarding Terrace, the Committee
consulted with.tlte Dean of Students. The likeiy effects of closing'Te'rrace
on the overall set of dining opportunities for upperclassmen were discussed
a.t length,' ,and the recommendation to cease operating Terrace as a Univer-
sity facility was made only after we had conc¢luded that, for the foreseeable
future, there would be room in other University- sponsored colleges and

halls for all upperclass students who w1shed to join them:.~

Other Food Service Operations. While we have concentrated much

of our attention so far thisyear on undergraduate dormitories and dining,

17'I‘here is some possmlhty that Terrace will reopen as a private club
that nevertheless pursues a non-selective membership pnlicy. However,
this certainly cannot be assumed, and no such assumption has been made
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~ we believe that other elem2nts: of food services must be examined with

equal care,

In the case of the cafeterias, we recommend that the deficits
experienced in FY 70 be reduced as rapidly as possible by: (1) increasing
prices and changing them more frequéntly in respense to changes in costs;
and (2) giving serious consideration either to closing.certain cafeterias
which seem to have chronic economic problems (New South and Forrestal)
or making much niore use of vending machines.

Prospect Associaticn_ poses unusually complicated issues because
it serves a great many functions in the University beyond the provision of
dining services, and efforts are still under way to determine appropriate
methods of allbcating all of the different kinds of costs that are involved.
This year tﬁe Managing Board of Prospect has increased luncheon prices

significantly and as a result has met the financial goal set when it was

established -~ namely, to generate income sufficient at least to cover all
incremental costs. However, many of us wish it could cover a higher
proportion of its total costs. The difficulty is in knowing how this can

be done. In considering the possibility of further price increases, it hes
to be recognized that this might serve only to make matters worse ruther
than better by discouraging many people from eating there. Algo, it is
important to bear in mind the original objective of Prospect:. to provide
one attractive place on the campus where all members of the faculty and

staff-could meet infornially, get to know one another, and in this way pro-

. vide more of that sense of community that is so important, especially at i

the present time. Consideration is now being given to other possible ways
of improving the financial situation of Prospect, including use by more

groups on weekends, and our Committee strongly supports such efforts,
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Faculty and Staff Housing -

The Committee's i‘ec_:ommendations for rent increases for i"aculty
and staff housing follow generally the guidelines set down by the President
two years ago (after consultation with a faculty advisory‘group and repre-
sentatives of the administrative staff). These guidelines, which provided
for a gradual reduction in the Subsidy received by tenants, were also
supported by the Priorities Committee last year. For FY 72, we believe
. that adherence to them requires: first, an across-the-board rent increase
of 10 percent; and, in additicn, selective rent increases in the case of a
small number of rental units which are conspicuously underpriced in
comparison with others. The specific increases would be based on a
recently;-completed "equalization'' study, which took into account .a multi-
tude of facfors -- number and size of rooms, location, and so on. Full
equalization of rentals in one year would work a very considerable hardship
on those affected, and our recommendg.tions contempl;ate that the process
will take three years to complete.

In making these recommendations, we are again moved, as in
the cage of dbrmitories and food services, partly by considerations of
, equi{y and partly byv considerations of economy and efficiency.

On equity grounds, we feel that if is hard to justify providing a
considerable subsidy. of this type to some members of the Uhiversity _
community and not to others. To be sure, the University gains from
having a faculty and staff who live in fairly close proximity to the campus.
- But there is not enough rental housing available for all those who would
elect to take advantage of it. And the subsidy is substantial, even when
no return is imputed on the University's capital investment in such

housing.
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On the side of economy, we have given recognition not only to
the overall financial situation, but to the increasing costs of bperating
the rental housing units themselves. The "normal" inflationary increases
in expenses have been aggravated by trends in two particular categories:
(1) Tax rates have been increasing at a compounded rate of about 9 per=- '
cent anhually for the past four years; and (2) Union wage scales in the
construction industry (which affect the prices we must pay for outside
contracted services) rose about 14 percent last year, and more recent
negotiated wage packages have provided for first-year increases of as
much as 20 percent. | ’ | |

Largely for these reasons, we expect that the rental income from
faculty and staff housing in FY 72_wi11 still fall considerably short of
the direct expenses (including debt service of approximately $180, 000
for Stanworth, Prospect Apartments, and Hibben-Magie), let alone
cover any of the indirect costs. New policies are being considered to
reduce operating costs by discouraging turnbverv, but it must be
re‘cognized that taxes and debt service together (making no allowance
for the costs of contributed capital) absorb half of all rental income.

We wish that it were possible to avoid recommending rent
increases of this size, especlally in a year when 1t»has also been necessary
to recommend an austere policy regarding salary increases. Despite the
fact that fhe rentéls -- even after the increases -- will be below commercial
x;ents in the Princeton area for comparable housing, we recognize that a
degree of hardship will ensue for many families. We believe, however, ‘
that over the 1ong run the right general policy is to reduce the deficit .
on University housing and to improve the reai economic position of all :

members of the faculty and staff through larger salary increases than el

otherwise would be possible.
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Faculty Manning

The faculty of a university constitutes its most basic element, and
the faculty salary budget is the largest single item of expense. Moreover,
the size and distribution of the faculty have a significant influence on
other costs, such as supporting staff, buildirigs, and library.

Because Princeton's faculty is the core of the University, continuing
care needs to be taken at a time of tight budgeting not to lose out in the
competition for the best teacher-scholars. The.building and maintaining
of a high quality faculty constitutes a long-term investment that could be

. seriously 1mpa1red by the imposition of arbltrary cuts.

In considering faculty manning for FY 72, our Committee relied
heavily on a detailed ahalysis, departnient by department, prepared in
the Office of the Dean of the Faculty. Manning requirements were

_ developed using data for recent years covering faculty size and student

| enrollments. Detailed enrollment projections were made for each
department and estimates of faculty course contact hours were developed. ;
In addition, consideration was given to the need for faculty to fill gaps in :

each department's coverage of its field. The faculty manning request of

each départment was then modified or adjustéd to fit the projected needs.
A In this review process, the President, the Provost, the Dean of the
Graduate School, and the Dean of the College participated along with the

Dean of the Faculty and the Assistant Dean. The objective was to make :

sure that, in strictly limiting and reducing faculty costs, the quality of ,

the faculty in a department and its teaching program were not seriously

_injured. The results of this review process were then presented to the

Priorities Committee.
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Recommendafions for FY 72. During the 1960's, the faculty as a

whole increased in size some 3 or 4 percent per year. From FY 7l to
FY 72, however, the Princeton faculty (exclusive of graduate students
teaching as Assistants in Instruction) is expected to decline modestly in
size. The actual size of the reduction will depend on the number of

resignations in FY 71, the approved openings not filled in FY 72 and other

factors. The following table summarizes the Committee's recommen -

dations for faculty manning for FY 72.

Faculty Manning Budget

; FY 72
a FY 71 Recommen- ;
£ Budget dation Difference :
i Total Faculty - : 3
£ . Full-Time Equivalents 691. 94 674. 35 -17.59 :
, Budget (excluding salary .
} increases) $11, 088, 837 $10, 947, 017 -$141, 820
E
Faculty on Teaching Budget §
Full-Time Equivalents 595.12 593. 93 - 1,19 :

Budget (excluding salary

increases) $9, 510, 924 $9, 568, 778 +$57, 854 '

i

Total faculty full-time equivalents in the above table include the
faculty on leave without pay and the portions of faculty salaries charged to

sponsored research projects. Total faculty salaries include not only salaries

R LA 1. b AT AR At £8

for teaching but also salaries paid by sponsored research and the regular
Q’ salaries of faculty on leave without pay. Faculty teaching salaries in the
above table include only faculty on general funds, University restricted
funds, and leaves with pay. All dollar figures for FY 72 exclude salary
& increases for continuing personnel.
: LR

The table seems to indicafe that the number of full-time equivalents

on the teachidg budget projected for FY 72 is only slightly below the

O ‘ .,.'-. !1“ '. ‘2{}7
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budgeted figure for FY 7, and that the total dollar figure is $58, 000 above
FY 71. However, the figures for FY 7% are too high because they do not

allow.fo'r further transfers from the teaching budget as faculty obtain

outside support for leaves of absence. In addition, projected expansions

in the teaching budgets of the Woodrow Wilson School and the Philosophy
Dep;artment, which will be charged to restricted funds, account for between
6 and 7 FTE's and about $140, 000. Also, in the case of a few departments,
Statistics especially, previous commitments to rebuild or develop a
department or program are being carried out. For most other departments
considered as a group, the total faculty FTE's on the teaching budget will
be below the figurc for F.Y 71; for each of a dozen departments, the FTE
figure for FY 72 will be slightly below the corresponding figure for FY 70.
Thus, our recommendations regarding faculty size, combined with
projected increases in enrollment, imply a modest increaée in the student-
faculty ratio.

Departments will adjust to faculty manning limitations by such means
as offering fewer courses, offering more courses only in alternate years,
enlarging precepts and classes,' eliminating courses that attract small
enrollments, and increasing slightly hours taught by Assistants in Instruction.
The Dean o‘f the Faculfy and the Dean of the Graduate School have reviewed

each department's graduate program with the department chairman and

Graduate School representative and, as a result, the number of graduaie

courses to be offered in academic year 1971-72 has been reduced by more
than 50 (8 percent) from the 1970~71 total. By a similar process, limits
are being set on course offerings for 1971-72 at the undergraduate level.

In addition, as the number of undergraduate students expands and the
number of graduate students contracts, feaching hours will be shifted from
the graduate to the undergraduate program, thereby resulting in some

saving in teaching costs per student.
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In considering the faculty manning budget, the Commaittee has also
been concerned with the very high costs of the present leave of absence
program. Among major universities Princeton has what is probably the
most expensive program of this kind: in FY 70 over $800, 000 was spent
on leaves of abSence with pay.

One definite recommendation has been made by the Committee on
the basis of a prééentation by the Dean of the Faculty. We have recommended
that the policy of guara'nteeing a paid leave of absence of one term during
each three-year appointment to all assistant professors in the humanities
and social sciences be modified to apply only to the first three-year
appointment. Assistant professors on second three-year appointments
would continue to be eligible for bicentennial preceptorships; moreover,
under the new proposal presented by the Dean of the Faculty, they would
also be eligible to compete for the regular leaves of absence available at
present only to the tenure faculty in each department. Thus, it should be
possible to continue to meet the needs of those individuals with particularly
good cases for leaves of absence during their second three-year appoint-
ment as assistant professors while reducing somewhat the overall cost
of the leave program.

The discussion of this element of the leave of absence program

- N e L ko e ot Al ma b T sen et

convinced members of the Committee that there are also other aspects of
the current program that should be reviev:ed. The Dean of the Faculty
has now undertaken such an investigation and will make a further report
to the Priorities Committee after he has compieted his study and after he H
has consulted with the Faculty's Advisory Committee on Policy.

Our Committee remains convinced of the need to make substantial
provision for leaves of absence, and we believe that policies reg:rding
leaves of absence should continue to be related to policies regarding the
nature and 3mount of teaching expected of faculty members. At the same
ti1‘;ne, there are reasons to believe that the present leave program for

-tehure faculty, based on departmental quotas established some years ago,

i Y
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may no longer be entirely equitable or effective as it operates in practice.
It is our hope that the Dean of the Faculty and the Faculty Advisory
Committee on Policy will be able to propose adjustments in present

arrangements which will enable the University to make more effective

use of resources devoted to this purpose and which will also permit at

3 N4 least modest savings. .

Outlook for the Future. The basic projection‘s for FY .73 and

FY 74 included in the provisional plan described in Section II of this
report provide that there will be no net change in the size of the faculty
over this period apart from additions permitted by the acquisition of
new funds inte,nded. specifically for this purpose. However, it must
also be noted that the need to achieve further reductions in the base
of the budget is certain to require some reductions in the size of the
faculty. |

in its récommendations with respect to faculty manning for FY 72,
the Committee has been particularly conscious of the need to preserve
the areas of excellence in which Princeton has a comparative advantage.
Thus, we have avoided recommending across-the-board cufs. Similarly, -

in considering the need to make further reductions we intend to be

selective. The arguments in favor of this general approach are described
at length in Section III of the report. They certainly apply to the faculty,
since some of our departments (including ones which are very distinguished)
are now quite small and could be affected very adversely by even thé loss

of one faculty position. Proceeding in this manner will require the

development of detailed manning plans, and the Dean of the Faculty

expects to work closely with departmental chairmen in their preparation.
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Two final comments concerning the future: First, in limiting
the overall size of the faculty we are determined not to allow the
percentage of tenured faculty to become too great, for that would
impede the continuing influx of younger scholars and of the new ideas
and the challenges to established practices which they bring with them.
Second, the work of the Bressler Commission on the Future of the
College could well have a pronounced effect on the characteristics,
distribution, and teaching activities of the féculty, and our Committee

intends to follow its progress and to contribute to its work in any ways

that we can.

- -

2

. -":'I‘ 4.':
NN e
-




R e e S 1. 1= e (. 12 i s w5 A YL, 498 048 O a5 A AR 200 YT TER S S 8 S arre e o S n et e b a T

- 208 -

T L AT

Special Academic Programs

4 - The Committee recommends a FY 72 budget for the Special Academic
Programs of $9, 708, 000, a reduction of $1, 900, 000 from the FY 71 base

level. We hasten to point out, however, that this substantial reduction is

s ' not primarily due to specific proposals of ours, and that it does not, in the
main, help to réduce the deficit. For nearly 95 percent of the expenditures
5,' of these programs are underwritten by sponsored research and other restric-
ted funds. These include the Plasma Physics Laboratory, the Princeton-
Pennsylvania Accelerator, and a variety of smaller activities. Approximately
$1.6 million of the total reduction of $1.9 million between FY 71 and FY 72
is attributable to a single development: the phasing out of support for the
Accelerator.
: The Committee does recommend, however, two specific actions which
i would reduce the deficit by almost $50, 000 in FY 72 alone.
| First, we propose the discontinuance of the Office of Survey Research
and Statistical Studies. The office has provided useful assistance to students
and faculty in the conduct of their research, especially in the humanities and ;
social science disciplines, but the impending retirement of its director -- as ,
well as the current budget squeeze -- provides an appropriate occasion to :
review its status. On balance, we feel that at this time the University
must limit itself to f:roviding keypunching service at the computer center
(to which the Survey Research keypunch staff would be transferred) énd to
. attempting to meet instructional needs through increased efforts in this
area by the Statistics Department and in other ways.
- Second, we recommend that the summer intern program conducted
by the Office of Teacher Preparation and Placement be discontinued unless
outside funds can be found to support it.  This valuable program -- which
brings together a sizable group of teacher interns for six weeks of intensive

summer study -- was begun in FY 70 with funds provided by 1;he U. S. Office

K A

R . S
N T e
: . T s 0w

oI ‘ 212




e L T W LGN 8 41 LT N Sr S e ke S sy Fparen « e ey

- 209 -

of Education. When federal funding was not continued for a second year,
the University assumed most of the expenses in order to maintain the momen-
tum of the program while other funding was sought. Since it now seems

unlikely that such outside funding will be forthcoming, we have had to

conclude that the University has no real alternative but to suspend this

program, particulg’r_ly in light of the retrenchment we are proposing in so
many other areas. We very much regret having to make this recommendation,
since we are convinced that the summer intern program has been a most
useful model for teacher certification as well as a benefit to indi-

vidual students.- We hope that either the Office of Education or some

other sponsor will pe'-rmit the program to be resumed in future years,
Unfortunately, however, the present outlook ié not encouraging in this

regard. I
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Library

The Pi‘iorities Commii:tee recommends a library budget (excluding
salary increases) of $3, 659,000 in FY 72. This amount is the same as
the library budget for FY 71. |

Our recommendation of a constant dollar budget for next year is

made in the face of the fact that the rate of price increase for books and
journals is about 8 to 10 percent per year. Moreover, the total fﬁumber
of books and journals published each year increases steadily. In most
fields of science, for e;‘ﬁm;{f“e, the number of publications has been doubl-
ing every ten years. Furthermore, a constant dollar budget for FY 72
contrasts sharply with the average annual increase for our library of
15 percent over the pést two years in the total dollars devoted to acquisitions,
Finally, the Commiﬁee notes that in comparison to other libraries, our
library now ranks 19th in size and 28th in the amount spent for acquisitions.
In 1906 Princeton's library was the 6th largest in the nation.

All of the above factors suggest that our recommendation for
FY 72 comes close to beginning an erosion in the quality of the library,
and thverefore in the future excellence of the University. Still, with the
exception of undergraduate and graduate financial aid, the library is the
only area in which the Committee does not recommend for FY 72 a budget
base which is below the FY 71 level. We feel, therefore, that our

recommendation concerning the library budget must be seen in the context

of the reductions béing proposed